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ACTNO. XIX OF 2017
AN
ACT

to reform and resnact the law relating to companies and for matters
connected therewith

WHEREAS it is expedient to reform compardaw with the objective of
facilitating corporatization and promoting development of corporate sector,
encouraging use of technology and electronic means in conduct of business and
regulation thereof, regulating corporate entities for protecting interekts
shareholders, creditors, other stakeholders and general public, inculcating principles
of good governance and safeguarding minority interests in corporate entities and
providing an alternate mechanism #opeditious resolution of corporate disputes
and matters arising out of or connected therewith;

It is hereby enacted as follows:
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PART I
PRELIMINARY

1. Short title, extent and commencemend (1) This Act may be
called the Companies Act, 2017.

(2) It extends to the whole of Pakistan.

(3) This Act shall come into force at once, except section 456 which
shall come into force on such date as the Federal Government or an authority or
person authorized by it may, by notification in the official Gazeepint.

2. Definitions.d (1) In this Act, unless there is anything repugnant in
the subject or context

(1) fAadvocate shall have the same meaning as assigned to it in section 2 of
the Legal Practitioners ariBar Councils Agt 1973 (XXXV of 1973);

(2) naltero or falterationo includes making of additions or omissions
without substituting or destroying main scheme of the document;

(3) narticleso mean the articles of association of a company framed in
accordance with the company lawtbis Act;

(4) nRassociated companigsandfiassociated undertakingé mean any
two or more companies or undertakings, or a company and an
undertaking, interconnected with each other in the following
manner, namely:

(a) if a person who is owner or a partner or dioectf a company

or undertaking, or who, directly or indirectly, holds or
controls shares carrying not less than twenty percent of the
voting power in such company or undertaking, is also the
owner or partner or director of another company or
undertaking, odirectly or indirectly, holds or controls shares
carrying not less than twenty percent of the voting power in
that company or undertaking; or

(b) if the companies or undertakings are under common
management or control or one is the subsidiary of another; or

(c) if the undertaking is emodarabamanaged by the company;

and a person who is the owner of or a partner or director in a
company or undertaking or, who so holds or controls shares
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()

(6)

(7)

carrying not less than ten percent of the voting power in a company
or underéking, shall be deemed to be Bmssociated persorof
every such other person and of the person who is the owner of or a
partner or director in such other company or undertaking, or who so
holds or controls such shares in such company or undertaking:

Provided thad

(i) shares shall be deemed to be owned, held or controlled by a
person if they are owned, held or controlled by that person or
by the spouse or minor children of the person;

(i) directorship of a person or persons by virtue of nomination by
concernedMinister-in-Charge of the Federal Government or
as the case may be, a Provincial Government or a financial
institution directly or indirectly owned or controlled by such
Government or National Investment Trust; or

(i) directorship of a person appointed as &ndependent
directoi; or

(iv) shares owned by the National Investment Trust or a financial
institution directly or indirectly owned or controlled by the
Federal Government or a Provincial Government; or shares
registered in the name of a central depositoryer@hsuch
shares are not beneficially owned by the central depository;

shall not be taken into account for determining the status of a
company, undertaking or person as an associated company,
associated undertaking or associated person;

fiauthorised capitd® or finominal capitad means such capital as is
authorised by the memorandum of a company to be the maximum
amount of share capital of the company;

fibanking companyd means a banking company as defined in
clause (c) of section 5 of the Banking Companiedif@ance, 1962
(LVII of 1962);

fibeneficial ownership of shareholders or officer of a company
means ownership of securities beneficially owned, held or
controlled by any officer or substantial shareholdeedly or
indirectly, either bg

(&) him or her;
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(b)

(€)

(d)

the wife or husband of an officer of a company, not being
herself or himself an officer of the company;

the minor son or daughter of an officer whéserd includes
stepson andfidaughted includes steflaughter; andiminoro
means a person under the ageighteen years;

in case of a company, where such officer or substantial
shareholder is a shareholder, but to the extent of his
proportionate shareholding in the company:

Provided thatficontrold in relation to securities means
the power to exercise a cooiting influence over the voting
power attached thereto:

Provided further that in case the substantial shareholder
is a nonnatural person, only those securities will be treated
beneficially owned by it, which are held in its name.

Explanation.d For the purpose of this Adiisubstantial
shareholdero, in relation to a company, means a person who
has an interest in shares of a company

(&) the nominal value of which is equal to or more than ten
per cent of the issued share capital of the company; or

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

(8) fboardo, in relation to a company, means board of directors of the
company;

(9) fbody corporated or ficorporatiom include®

(@)
(b)
(©)

a ompany incorporated under this Act or company law; or
a company incorporated outside Pakistan, or

a statutory body declared as body corporate in the relevant
statute put does not include

(i) a cooperative society registered under any law relating
to coopeative societies; or

(i) any other entity, not being a company as defined in this
Act or any other law for the time being which the
concerned  Ministem-Charge of the Federal
Government may, by notification, specify in this behalf;
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(10) Abook and pape and fibook or papero includes books of
account, cost accounting records, deeds, vouchers, writings,
documents, minutes and registers maintained on paper or in
electronic form;

(11) Abooks of accound include records maintained in resped of

(@) all sums of money received aedpended by a company and
matters in relation to which the receipts and expenditure take
place;

(b) all sales and purchases of goods and services by the company;
(c) all assets and liabilities of the company; and

(d) items of cost in respect of production, procegssmanufacturing
or mining activities;

(12) Acentral depositoryd shall have the same meaning as assigned to it
under the Securities Act, 2015 (1l of 2015);

(13) Achartered accountand shall have the same meaning as assigned
to it under the Chartered Accountants iQathce, 1961 (X of 1961);

(14) Achief executiveé, in relation to a company means an individual
who, subject to control and directions of the board, is entrusted with
whole, or substantially whole, of the powers of management of
affairs of the company and inclesl a director or any other person
occupying the position of a chief executive, by whatever name
called, and whether under a contract of service or otherwise;

(15) fchief financial officerd means an individual appointed to perform
such functions and duties asaustomarily performed by a chief
financial officer;

(16) ACommissiord shall have the same meaning as assigned to it under
the Securities and Exchange Commission of Pakistan Act, 1997
(XLII of 1997);

(17) Acompanyd means a company formed and registered under ttiis A
or the company law;

(18) ficompany lawd means the repealed Companies Act, 1913 (VII of
1913), Companies Ordinance, 1984(XLVII of 198@ompanies
Ordinance,2016 (VI of 2016) and also includes this Act unless
the context provides otherwise

(19) ficompany limited by guarantee means a company having the
liability of its members limited by the memorandum to such
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amount as the members may respectively thereby undertake to
contribute to the assets of the company in the event of its being
wound up;

(20) Aicompany limited by share® means a company; having the
liability of its members limited by the memorandum to the extent of
amount, if any, remaining unpaid on the shares respectively held by
them;

(21) Acompany secretary means any individual appointed to perform
secretarial anather duties customarily performed by a company
secretary and declared as such, having such qualifications and
experience, as may be specified;

(22) Acost and management accountantshall have the same meaning
as assigned to it under the Cost and Managemertduhtants Act,
1966 (XIV of 1966);

(23) ACourtd means a Company Bench of a High Court having
jurisdiction under this Act;

(24) Adebentured includes debenture stock, bonds, term finance
certificate or any other instrument of a company evidencing a debt,
whether contituting a mortgage or charge on the assets of the
company or not;

(25) Adirectoro includes any person occupying the position of a
director, by whatever name called;

(26) Adocumend includes any information or data recorded in any
legible form or through use of maake electronic devices or
techniques whatsoever, including books and papers, returns,
requisitions, notices, certificates, deeds, forms, registers,
prospectus, communications, financial statements or statement of
accounts or records maintained by finandieititutions in respect
of its customers;

(27) fe-servicd means any service or means provided by the
Commission for the lodging or filing of electronic documents;

(28) felectronic documend includes documents in any electronic form
and scanned images of physicatdments;

(29) nemployee$stock optiond means the option given to the directors,
officers or employees of a company or of its holding company or
subsidiary company or companies, if any, which gives such
directors, officers or employees, the right to purchasetoor
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subscribe for shares of the company at a price to be determined in
the manner as may be specified,;

(30) fexperto includes an engineer, a valuer, an actuary, a chartered
accountant or a cost and management accountant and any other
person who has the power authority to issue a certificate in
pursuance of any law for the time being in force or any other person
notified as such by the Commission;

(31) Afinancial institution o include®

(&) any company whether incorporated within or outside Pakistan
which transacts thbusiness of banking or any associated or
ancillary business in Pakistan through its branches within or
outside Pakistan and includes a government savings bank, but
excludes the State Bank of Pakistan;

(b) a modaraba or modaraba management company, leasing
conpany, investment bank, venture capital company,
financing companyassetmanagementompanyand credit or
investment institution, corporation or company; and

(c) any company authorised by law to carry on any similar
business, as the concerned MinidsteChage of the Federal
Government may by notification in the official Gazette,

specify;

(32) ffinancial periodo in relation to a company or any other body
corporate, means the period (other than financial year) in respect of
which any financial statements thereok aequired to be made
pursuant to this Act;

(33) ffinancial statement®in relation to a company, includis

(a) a statement of financial position as at the end of the period;

(b) a statement of profit or loss and other comprehensive income
or in the case of a compga carrying on any activity not for
profit, an income and expenditure statement for the period,

(c) a statement of changes in equity for the period,;
(d) a statement of cash flows for the period;

(e) notes, comprising a summary of significant accounting
policies andbther explanatory information;
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(f) comparative information in respect of the preceding period;
and

(g) any other statement as may be prescribed;

(34) ffinancial yeard in relation to a company or any other body
corporate, means the period in respect of which anyndiah
statement of the company or the body corporate, as the case may
be, laid before it in general meeting, is made up, whether that
period is a year or not;

(35) fiforeign companyd means any company or body corporate
incorporated outside Pakistan, which

(a) hasa place of business or liaison office in Pakistan whether by
itself or through an agent, physically or through electronic mode; or

(b) conducts any business activity in Pakistan in any other manner as
may be specified;

(36) fGovernment includes Federal Governmieor, as the case may
be, Provincial governments unless otherwise expressly provided in
this Act;

(37) fholding companyd, means a company which is another
companys holding company if, but only if, that other company is
its subsidiary;

(38) flisted companyd meansa public company, body corporate or any
other entity whose securities are listed on securities exchange;

(39) flisted securitie® means securities listed on the securities
exchange;

(40) imemorandumd means the memorandum of association of a
company as originallframed or as altered from time to time in
pursuance of company law or of this Act;

(41) Amodaraba and fimodaraba company shall have the same
meaning as assigned to it in the Modaraba Companies and
Modaraba (Floatation and Control) Ordinance, 1980 (XXXI of
1990);
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(42) Amortgage or charg® means an interest or lien created on the
property or assets of a company or any of its undertakings or both
as security;

(43) Anet worthd means the amount by whitbtal assetexceedotal
liabilities;

(44) Anatification d means a notifiation published in the official Gazette
and the expressidinotify 0 shall be construed accordingly;

(45) nofficero includes any directorchief executive, chief financial
officer, company secretary or other authorised officer of a
company;

(46) fordinary resolutiond means a resolution passed by a simple
majority of such members of the company entitled to vote as are
present in person or by proxy or exercise the option to vote through
postal ballot, as provided in the articles or as may be specified, at a
general meting;

(47) Apostal ballotd means voting by post or through any electronic
mode:

Provided that voting through postal ballot shall be subject to
the provision in the articles of association of a company, save as
otherwise provided in this Act;

(48) Aprescribedd means prescribed by rules made by the Federal
Government under this Act;

(49) Aprivate companyd means a company which, by its artieles
(a) restricts the right to transfer its shares;

(b) limits the number of its members to fifty not including
persons who are in tl@mployment of the company; and

(c) prohibits any invitation to the public to subscribe for the
shares, if any, or debentures or redeemable capital of the
company:

Provided that, where two or more persons hold one or
more shares in a company jointly, thehall, for the purposes
of this definition, be treated as a single member;
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(50) Apromoterd means a persén

(@) who is named as a subscriber to the memorandum of
association of a company; or

(b) who has been named as such in a prospectus; or

(c) who has control over affa of the company, directly or
indirectly whether as a shareholder, director or otherwise; or

(d) in accordance with whose advice, directions or instructions
the board of the company is accustomed to act:

Provided that

() nothing in sukclause (d) shalapply to a person who is
acting merely in a professional capacity; and

(i) nothing contained in sutlause (d) shall apply to the
Commission, registrar or any authorised officer by virtue
of enforcement or regulation of the provisions of this
Act or any rules, regulations, instructions, directions,
orders thereof;

(51) Aprospectus shall have the same meaning as assigned to it under
the Securities Act, 2015 (Il of 2015);

(52) fpublic companyd means a company which is not a private
company;

(53) fpublic interest caonpanyd means a company which falls under
the criteria as laid down in the Third Schedule to this Act or
deemed to be such company under section 216;

(54) fipublic sector company) means a company, whether public or
private, which is directly or indirectly contted, beneficially
owned or not less than fiftgyne percent of the voting securities or
voting power of which are held by the Government or any agency
of the Government or a statutory body, or in respect of which the
Government or any agency of the Goveeminor a statutory body,
has otherwise power to elect, nominate or appoint majority of its
directors and includes a public sector association not for profit,
licenced under section 42:

Provided that nomination of directors by the Commission on
the boardf the securities exchange or any other entity or operation
of any other law shall not make it a public sector company;
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(55) Aredeemable capitab includes sukuk and other forms of finances
obtained on the basis of participation term certificate (PTC),
musharila certificate, term finance certificate (TFC) or any other
security or obligation not based on interest, representing an
instrument or a certificate of specified denomination, called the face
value or nominal value, evidencing investment of the holdenen t
capital of the company other than share capital, on terms and
conditions of the agreement for the issue of such instrument or
certificate or such other certificate or instrument as the concerned
Minister-in-Charge of the Federal Government may, by watiion
in the official Gazette, specify for the purpose;

Explanation.- fsukukd represents redeemable investment in
certificates of equal nominal value representing undivided shares in
ownership of tangible assets of a particular project or specific
investment activity, usufruct and services;

(56) firegister of companie® means the register of companies
maintained by the registrar on paper or in any electronic form under
this Act;

(57) fregistrard means registrar, an additional registran, additional
joint registrar, a joint registrar, a deputy registraan assistant
registraror such other officer as may be designated by the
Commission performing duties and functions under this Act;

(58) firegulationsd means the regulations made by the Commission
under this Act;

(59) frulesd means rules made by the Federal Government under this
Act;

(60) fAscheduled bank shall have the same meaning as assigned to it
under the State Bank of Pakistan Act, 1956 (XXXIII of 1956);

(61) fsecuritied include the securities as provided in slduss (a) to (i)
of clause (lii) of section 2 of the Securities Act, 2015 (lll of 2015)
whether listed or not;

(62) fisecurities exchangé means a public company licenced by the
Commission as a securities exchange under the Securities Act, 2015
(I of 2015);

(63) fishared means a share in the share capital of a company;
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(64)

(65)

(66)

(67)

(68)

(@)
(b)

fiShariah compliant companyd means a company which is
conducting its business according to the principleShatriah

fisingle member compang means a company which has only one
member;

fispecial resolutond means a resolution which has been passed by
a majority of not less than thréeurths of such members of the
company entitled to vote as are present in person or by proxy or
vote through postal ballot at a general meeting of which not less
than twentyone dayénotice specifying the intention to propose the
resolution as a special resolution has been duly given:

Provided that if all the members entitled to attend and vote at
any such meeting so agree, a resolution may be proposed and
passed as a spal resolution at a meeting of which less than
twenty-one days notice has been given;

fispecifiedd means specified through regulations made under this
Act;

fisubsidiary companyo or fisubsidiaryd, in relation to any other
company (that is to say the holdingmpany), means a company in
which the holding companry

controls the composition of the board; or

exercises or controls more than draf of its voting securities
either by itself or together with one or more of its subsidiary
companies:

Provided tlat such class or classes of holding companies shall
not have layers of subsidiaries beyond such numbers, as may be
notified,

Explanation.- For the purposes of this cladse

(i) acompany shall be deemed to be a subsidiary company of the
holding company even the control referred to in subause
(a) or sukclause (b) is of another subsidiary company of the
holding company;

(i) the composition of a compadsyboard shall be deemed to be
controlled by another company if that other company by
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exercise of power exdmsable by it at its discretion can
appoint or remove all or a majority of the directors;

(i) the expressioficompanyoincludes any body corporate;

(iv) filayeroin relation to a holding company means its subsidiary
or subsidiaries;

(69) fiTabled means Table in a Schdé to this Act;

(70) fturnoverd means the aggregate value of sale, supply or
distribution of goods or on account of services rendered, or both,
net of discounts, if any, held by the company during a financial
year;

(71) Aunlimited companyd means a company not hag any limit on
the liability of its members;

(72) fvaluerd means a valuer registered with the Commission;

(73) fvoting right ® means the right of a member of a company to vote
on any matter in a meeting of the company either present in person
or through videdink or by proxy or by means of postal ballot:

Provided that attending of meeting through vidie& shall be
subject to such facility arranged by the company and in the manner
as may be specified, save as otherwise provided in this Act; and

(74) Awholly owned subsidiaryd a company shall be deemed to be a
wholly owned subsidiary of another company or the statutory body
if all its shares are owned by that other company or the statutory
body.

(2) The words and expressions used and not defined in this Act but
defined in the Securities Act, 2015 (lll of 2015) or the Securities and Exchange
Commission of Pakistan Act, 1997(XLII of 1997) or the Central Depositories
Act, 1997 (XIX of 1997) shall have the meanings respectively assigned to them
in those Acts.

3. Application of Act to non-trading companies with purely
provincial objects.d (1) The powers conferred by this Act on the concerned
Minister-in-Charge of the Federal Government or the Commission, in relation to
companies which are not trading corporations amal dbjects of which are
confined to a single Province, may be exercised by the Minisi€harge of the
Provincial Government:
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Provided that where the licence is issued by the Provincial Government
or, as the case may be, its concerned Minist&€harge in exercise of the
powers conferred by this section, the company shall mention this fact in all its
documents.

(2) A nontrading corporation formed under sséction (1) extending
its operational activities beyond the territorial limits of its respecprovince
shall be liable to a penalty of level 3 on the standard scale and be wound up on
the application by the Commission.

4. Actto override.d Save as othwvise expressly provided heréin

(a) the provisions of this Act shall have effect notwithsiagd
anything contained in any other law or the memorandum or articles
of a company or in any contract or agreement executed by it or in
any resolution passed by the company in general meeting or by its
directors, whether the same be registered, executgsksed, as the
case may be, before or after the coming into force of the said
provisions; and

(b) any provision contained in the memorandum, articles, contract,
agreement, arrangement or resolution aforesaid shall, to the extent
to which it is repugnant tohe aforesaid provisions of this Act,
become, or be, void, as the case may be.

PART Il
JURISDICTION OF COURT

5. Jurisdiction of the Court and creation of Benches (1) The
Court having jurisdiction under this Act shall be the High Court having
jurisdiction in the place at which the registered office of the company is situate.

(2) Notwithstanding anything contained in any other law no civil court
as provided in the Code of Civil Procedure, 1908 (Act V of 1908) or any other
court shall have jurisdictioto entertain any suit or proceeding in respect of any
matter which the Court is empowered to determine by or under this Act.

(3) For the purposesof jurisdiction to wind up companies,the
expressionfiregisteredofficed meansthe place which has longest been the
registeredoffice of the companyduring the one hundred and eighty days
immediatelyprecedinghe presentatiomf the petitionfor winding up.

(4) There shall be, in each High Court, one or more bencheson
permanenbasis,eachto be known asthe CompanyBench,to be constitutedby
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the Chief Justiceof the High Courtto exercisethe jurisdictionvestedin the High
Courtunderthis Act:

Providedthat Benchesconstitutedunderthe CompaniegOrdinance 1984
(XLVII of 1984),shall continueto function accordinglyunlessotherwisenotified
by therespectiveChief Justiceof the High Court:

Providedfurther that provisionsof section6 shall be effective from the
dateof notification by the Chief Justiceof the respectiveHigh Courtwithin one
hundred and eighty daysfrom the dateof the commencemerdf this Act.

(5) There shall be a Registrarto be known as fiRegistrar of the
CompanyBenchd duly notified by the Chief Justiceof the respectiveHigh Court
who shall be assistedby such other officers as may be assignedby the Chief
Justiceof therespectiveHigh Court.

(6) TheRegistrarf the CompanyBenchshallperformall thefunctions
assignedo it underthis Act includingall ministerialandadministrativebusiness
of the CompanyBench such as the receipt of petitions, applications,written
replies, issuanceof notices, service of summonsand such other functions or
dutiesasmaybe prescribedindersection423.

(7) The Chief Justice of the respective High Court, if deemed
appropriate,may also edablish a secretariatin each CompanyBench of the
respectiveHigh Courtin suchform andmannetto providesecretariasupportand
to performsuchfunctionsasmaybe prescribedindersection423.

6. Procedure of the Court and appeab (1) Notwithstandig
anything contained in any other law for the time being in force all written
submissions to the Court under this Act shall be filed with the Registrar of the
Company Bench.

(2) For the purposes of this Act, written submissions si@kyr alia,
include-

(a) a petition or application setting out a concise statement of facts,
grounds and the relief claimed;

(b) a written reply with particulars of set off, if any;

(c) an affidavit of facts by the petitioner or applicant, or respondent, as
the case may be, inding affidavits, if required, of other persons
in support of the case, duly attested by the oath commissioner, or as
may be provided under the rules;
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(d) any other relevant documents in possession of the petitioner or
applicant or respondent, as the case b&y

(e) any application for discovery of documents or interim injunction, if
required;

() alist of any case law along with a summary of the same on which
the petitioner or applicant is placing reliance;

(g) address for effecting service, mobile number, ermadl fax or any
other mode notified by the Court; and

(h) any other document as may be required by the Registrar of the
Company Bench.

(3) Where any petition or application is filed under any provision of
this Act, summons may be issued by the Registréne@Company Bench along
with a copy of the petition or application and the documents annexed therewith
and the same shall be served on the respondent through the bailiff or process
server of the Court, through registered post, acknowledgement due, bgrcouri
and by publication in one English language and one Urdu language daily
newspaper and, in addition, if so directed by the Court through electronic modes,
and the service duly effected through any one of the modes mentioned under this
subsection shall beleemed to be valid service.

Explanation.- fielectronic mode® means service of summons on a party
or other person by electronic transmission through devices such as, facsimile,
email, or in such other form or mode as may be notified by the Court.

(4) The respondent shall file a written reply and particulars eb&gif
any, as set out in stdection (2) of this section with the concerned Registrar of
the Company Bench within thirty days from the date of first service through any
of the modes as laidown in suksection (3).

(5) Where the respondent fails to file the written reply within the time
prescribed in sulsection (4), a report shall be submitted by the Registrar of the
Company Bench before the Court and the Court may pass necessary rders t
proceedexparte and announce the final order on the basis of the documents
available on record.

(6) The Registrar of the Company Bench, on completion of receipt of
all written submissions and after ensuring that all copies of such written
submissionsare duly supplied to the parties as per procedure laid down by the
Court, shall present the case file to the Court on a day fixed under notice to the
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parties, within fortyfive days of the first service of notices or such extended time
as may be granted ltlge Court.

(7) The Court after consulting the counsel of the parties shall fix a date
and allocate time for hearing of the case.

(8) No adjournment shall be granted once the Court has fixed a date of
hearing under subection (7) and it will be dutpf the parties to ensure the
presence of their respective counsel or in absence of the counsel make alternate
arrangements:

Provided that only in exceptional circumstances beyond control of a
party, the Court may grant another opportunity of hearingestibp the payment
of an amount of rupees ten thousand or such higher amount as may be
determined by the Court as costs to be paid to the Court.

(9) The Court shall treat affidavits, counter affidavits and other
documents filed by the parties to the @redings as evidence and decide
the matter on the basis of the documents and affidavits placed before the Court,
in a summary manner and pass final orders within the time stipulated in
subsection (11).

(20) In exceptional circumstances where the Casirof the view that
any issue of facts requires cross examination, the Court may order attendance of
the relevant deponent or deponents for the purposes of cross examination by such
opposing party or parties as the Court deems fit and for the purposkis of
section the affidavit filed by such deponent shall be considered as his
examinationin-chief:

Provided that

(i) the Court may refer the matter to the Registrar of the Company
Bench or any other person for recording of cross examination of the
deponehwho shall complete recording of cross examination within
thirty days from the date of the order of the Court, or such extended
time as may be allowed by the Court which shall not be more than
fifteen days on payment of rupees ten thousand or such higher
amount as may be determined by the Court as costs payable to the
Court and to submit a report accordingly;

(i) all questions and answers along with any objections raised by any
party shall be duly recorded in writing; and

(iif) the Registrar of the Company i#h shall have all the powers of the
Civil Court under the Code of Civil Procedure, 1908 (V of 1908)
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for the purposes of execution of service and summoning of
deponents and conducting cross examination in accordance with the
directions of the Court.

(1) The petition presented before the Court shall be decided within a
period ofone hundred and twenty daysfrom the date of presentation of the
case and for this purpose the Court may, if it is in the interest of justice, conduct
the proceedings on a day day basis and if the Court deems fit it may impose
costs which may extend to one hundred thousand rupees per day or such higher
amount as the Court may determine against any party to the proceeding causing
the delay.

(12) The Court may, at any timéake notice of serious misstatements
and material nowlisclosure of facts by any party to the proceedings and dismiss
the petition or application or close the right of defence of the respondent with
costs of the proceedings and impose a fine which magnéxto one hundred
thousand rupees whichever is higher and pass a final order.

(13) Notwithstanding anything contained in this section, the Registrar of
the Company Bench shall place any application for interim relief including any
interlocutory order biere the Court for adjudication immediately upon its filing.

(14) Any person aggrieved by any judgment or final order of the Court
passed in its original jurisdiction under this Act may, within sixty days, file a
petition for leave to appeal in the Sume Court of Pakistan:

Provided that no appeal or petition shall lie against any interlocutory
order of the Court.

(15) Save as otherwise expressly provided under this Act, the provisions
of the Qanure-Shahadat (Order)1984 (P.O. No. X of 49&nd the Code of
Civil Procedure, 1908 (Act V of 1908) shall not apply to the proceedings under
this section except to such extent as the Court may determine in its discretion.

PART Il

POWERS AND FUNCTIONS OF THE SECURITIES AND EXCHANGE
COMMISSION OF PAKISTAN

7. Powers and functions of the Commissiod (1) The Commission
shall exercise such powers and perform such functions as are conferred on it by
or under this Act.

(2) The powers and functions of the Commission under this Act shall
be in additim to and not in derogation to the powers and functions of the
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Commission under the Securities and Exchange Commission of Pakistan Act,
1997 (XLII of 1997).

8. Reference by the Federal Government or Commission to the
Court.d (1) Without prejudice to the peers, jurisdiction and authority
exercisable by the concerned MinisteitCharge of the Federal Government or
any functionary thereof or the Commission under this Act, the concerned
Minister-in-Charge of the Federal Government or the Commission, as the cas
may be, may make a reference to the Court, on any question or matter which is
considered to be of special significance requiring orders, determination or action
concerning affairs of a company or class of companies or any action of any
officer thereof.

Explanation.d In this subsection fofficerd includes an auditor,
liquidator or agent of the company.

(2) Where a reference is made to the Court underssation (1), the
Court may make such order as it may deem just and equitable under the
circumstances.

PART IV

INCORPORATION OF COMPANIES AND MATTERS INCIDENTAL
THERETO

9. Obligation to register certain associations, partnerships as
companiesd (1) No association, partnership or entity consisting of more than
twenty persons shall be formed for the ms of carrying on any business that
has for its object the acquisition of gain by the association, partnership or entity,
or by the individual members thereof, unless it is registered as a company under
this Act and any violation of this section shall & offence punishable under
this section.

(2) A person guilty of an offence under this section shall be liable to a
penalty not exceeding of level 1 on the standard scale and also be personally
liable for all the liabilities incurred in such business.

(3) Nothing in this section shall applydo

(a) any society, body or association, other than a partnership, formed or

incorporated under any law for the time being in force in Pakistan;
or

(b) ajoint family carrying on joint family business; or
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(c) a partnershipf two or more joint families where the total number
of members of such families, excluding the minor members, does
not exceed twenty; or

(d) a partnership formed to carry on practice as lawyers, accountants or
any other profession where practice as a limiiglility company
is not permitted under the relevant laws or regulations for such
practice.
PROVISIONS WITH RESPECT TO NAMES OF COMPANIES
10. Prohibition of certain namesd (1) No company shall be
registered by a name which contains such word or egje, as may be notified
by the Commission or in the opinion of the registrér is
(a) identical with or resemble or similar to the name of a company; or
(b) inappropriate; or
(c) undesirable; or

(d) deceptive; or

(e) designed to exploit or offend religious susceptiieiitof the people;
or

() any other ground as may be specified.

(2) Except with prior approval in writing of the Commission, no
company shall be registered by a name which contains any word suggesting or
calculated to suggest

(a) the patronage of any past present Pakistani or foreign head of
state;

(b) any connection with the Federal Government or a Provincial
Government or any department or authority or statutory body of
any such Government;

(c) any connection with any corporation set up by or under any Hedera
or Provincial law;

(d) the patronage of, or any connection with, any foreign Government
or any international organisation;
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(e) establishing amodaraba management company or to float a
modaraba or

(f) any other business requiring licence from the Commission.

(3) Whenever a question arises as to whether or not the name of a
company is in violation of the foregoing provisions of this section, decision of
the Commission shall be final.

(4) A person may make an application, in such form and manner and
accompaied by such fee as may be specified, to the registrar for reservation of a
name set out in the application for a period not exceeding sixty days.

(5) Where it is found that a name was reserved undesaction (4),
by furnishing false or incorrect iofmation, such reservation shall be cancelled
and in case the company has been incorporated, it shall be directed to change its
name. The person making application undersediion (4) shall be liable to a
penalty not exceeding level 1 on the standartésca

(6) If the name applied for under sgbction (4) is refused by the
registrar, the aggrieved person may within thirty days of the order of refusal
prefer an appeal to the Commission.

(7) An order of the Commission under sséction (6) shall bdinal
and shall not be called in question before any court or other authority.

11. Rectification of name of a company (1) A company which,
through inadvertence or otherwise, is registered by a name in contravention of
the provisions of section 10 oremame was obtained by furnishifgse or
incorrect informatio

(&) may, with approval of the registrar, change its name; and

(b) shall, if the registrar so directs, withinirty days of receipt of such
direction, change its name with approval of the registr

Provided that the registrar shall, before issuing a direction for
change of the name, afford the company an opportunity to make
representation against the proposed direction.

(2) If the companyfails to reportcompliancewith the directionissued
undersubsection(1) within the specifiedperiod, the registrarmay enteron the
registera newnamefor the companyselectedy him, beinga nameunderwhich
the company may be registeredunder this Act and issue a certificate of
incorporationon changeof namefor the purposeof sectionl13.
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(3) If a company makes default in complying with the direction issued
by the registrar under stdection (1) or continue using previous name after the
name has been changed by the registrar undesexttion (2), ball be liable to a
penalty of level 1 on the standard scale.

12. Change of name by a compang A company may, by special
resolution and with approval of the registrar signified in writing, change its
name:

Provided that no approval under this secsball be required where the
change in the name of a company is only the addition thereto, or the omission
therefrom, of the expressiofiPrivatep or A(SMC-Privatep or fA(Guarantee)
Limitedo or ALimitedd or AUNlimitedd, as the case may be, consequent upen
conversion of the status of a company in accordance with the provisions of
sections 46 to 49.

13. Registration of change of name and effect theredf (1) Where a
company changes its name the registrar shall enter the new name on the register
in plaee of the former name, and shall issue a certificate of incorporation altered
to meet the circumstances of the case and, on the issue of such a certificate, the
change of name shall be complete.

(2) Where a company changes its name it shall, for a pefioihety
daysfrom the date of issue of a certificate by the registrar undesection (1),
continue to mention its former name along with its new name on the outside of
every office or place in which its business is carried on and in every document or
notice referred to in section 22.

(3) The change of name shall not affect any rights or obligations of the
company, or render defective any legal proceedings by or against the company
and any legal proceedings that might have been continued or comnagyadest
the company by its former name may be continued by or commenced against the
company by its new name.

14. Mode of forming a companyd (1) Anyd

(a) three or more persons associated for any lawful purpose may, by
subscribing their names to a memoramdwf association and
complying with the requirements of this Act in respect of
registration, form a public company; or

(b) two or more persons so associated may in the like manner form a
private company; or
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(c) one person may form a single member company by tyamgpwith
the requirements in respect of registration of a private company and
such other requirement as may be specified. The subscriber to the
memorandum shall nominate a person who in the event of death of
the solemember shall be responsibléto

(i) trarsfer the shares to the legal heirs of the deceased subject to
succession to be determined under the Islamic law of
inheritance and in case of a Abtuslim members, as per their
respective law; and

(i) manage the affairs of the company as a trustee, till Soneh
the title of shares are transferred:

Provided that where transfer by virtue of this-selotion
is made to more than one legal heir, the company shall cease
to be a single member company and comply with the
provisions of section 47.

(2) A compary formed under this section may be a company with or
without limited liability, that is to say

(a) acompany limited by shares; or
(b) acompany limited by guarantee; or
(c) an unlimited company.

15. Liability for carrying on business with less than three or,in the
case of a private company, two member.If at any time the number of
members of a company is reduced, in the case of a private company other than a
single member company, below two or in the case of any other company, below
three and the company cas on business for more thame hundred and
eighty days while the number is so reduced, every person who is a member of
the company during the time that it so carries on business after ¢inese
hundred and eighty days and is cognizant of the fact thitis carrying on
business with fewer than two members or three members, as the case may be,
shall be severally liable for payment of whole debts of the company contracted
during that time and may be sued therefor without joinder in the suit of any other
member.
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GENERAL PROVISIONS WITH RESPECT TO REGISTRATION OF

16.

MEMORANDUM AND ARTICLES

Registration of memorandum and articlesd (1) There shall be

filed with the registrar an application on the specified form containing the
following information and daements for incorporation of a company, namily:

(@)

(b)

(€)

(d)

(2)

a declaration on the specified form, by an authorized intermediary
or by a person named in the articles as a director, of compliance
with all or any of the requirements of this Act and the rules and

regulatons made thereunder in respect of registration and matters
precedent or incidental thereto;

memorandum of association of the proposed company signed by all
subscribers, duly withessed and dated,;

there may, in the case of a company limited by sharestend
shall, in the case of a company limited by guarantee or an unlimited
company, be the articles of association signed by the subscribers
duly witnessed and dated; and

an address for correspondence till its registered office is established
and notified

Where the registrar is of the opinion that any document or

information filed with him in connection with the incorporation of the company
contains any matter contrary to law or does not otherwise comply with the
requirements of law or is not congd owing to any defect, error or omission or

is not properly authenticated, the registrar may either require the company to file
a revised document or remove the defects or deficiencies within the specified

period.

(3) Where the applicant fails undeutssection (2) to remove the
deficiencies conveyed within the specified period, the registrar may refuse
registration of the company.

(4)

If the registrar is satisfied that all the requirements of this Act and

the rules or regulations made thereundevehbeen complied with, he shall
register the memorandum and other documents delivered to him.

()

On registration of the memorandum of a company, the registrar

shall issue a certificate that the company is incorporated.

(6) The certificate of inogoration shall state

(@) the name and registration number of the company;
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(b) the date of its incorporation;
(c) whether itis a private or a public company;
(d) whether it is a limited or unlimited company; and

(e) if it is limited, whether it is limited by shares dimited by
guarantee.

(7) The certificate under sedection (5) shall be signed by the registrar
or authenticated by the registmofficial seal.

(8) The certificate under sudection (5) shall be conclusive evidence
that the requirements of thiscAas to registration have been complied with and
that the company is duly registered under this Act.

(9) If registration of the memorandum is refused, the subscribers of the
memorandum or any one of them authorised by them in writing may, within
thirty days of the order of refusal, prefer an appeal to the Commission.

(10) An order of the Commission under sséction (9) shall be final
and shall not be called in question before any court or other authority.

17. Effect of memorandum and articlesd (1) The memorandum and
articles shall, when registered, bind the company and the members thereof to the
same extent as if they respectively had been signed by each member and
contained a covenant on the part of each member, his heirs and legal
representative to observe and be bound by all the provisions of the
memorandum and of the articles, subject to the provisions of this Act.

(2) All moneys payable by a subscriber in pursuance of his undertaking
in the memorandum of association against the sharesriiopdd shall be a debt
due from him and be payable in cash within thirty days from the date of
incorporation of the company

Provided that in case the share money is not deposited within the
prescribed time, the shares shall be deemed to be cancelleddahe name of
that subscriber shall be removed from the register and the registrar shall
give such direction to the company in each case as deemed appropriate for
compliance with the provisions of the company law.

(3) The receipt of subscription moneyoi the subscribers shall be
reported by the company to the registrar on a specified form within-fieety
days from the date of incorporation of the company, accompanied by a certificate
by a practicing chartered accountant or a cost and managemenntactou
verifying receipt of the money so subscribed.
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(4)

Any violation of this section shall be an offence liable to a penalty

of level 1 on the standard scale.

18.

Effect of registration.d0 The registration of the company has the

following effects, agrom the date of incorporatién

(@)

(b)

(€)

(d)

(e)

the subscribers to the memorandum, together with such other
persons as may from time to time become members of the
company, are a body corporate by the name stated in the certificate
of incorporation;

the body corporate isapable of exercising all the functions of an
incorporated company, having perpetual succession and a common
seal;

the status and registered office of the company are as stated in, or in
connection with, the application for registration;

in case of a copany having share capital, the subscribers to the
memorandum become holders of the initial shares; and

the persons named in the articles of association as proposed
directors, are deemed to have been appointed to that office.

COMMENCEMENT OF BUSINESS BY A PUBLIC COMPANY

19.

Commencement of business by a public compardy (1) A public

company shall not start its operations or exercise any borrowing powersdunless

(@)

(b)

(c)

(d)

shares held subject to payment of the whole amount thereof in cash
have been allotted to ammount not less in the whole than the
minimum subscription and the money has been received by the
company;

every director of the company has paid to the company full amount
on each of the shares taken or contracted to be taken by him and for
which he isiable to pay in cash;

no money is or may become liable to be repaid to applicants for any
shares which have been offered for public subscription;

there has been filed with the registrar a duly verified declaration by
the chief executive or one of the elitors and the secretary in the
specified form that the aforesaid conditions have been complied
with; and
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(e) inthe case of a company which has not issued a prospectus inviting
the public to subscribe for its shares, there has been filed with the
registrar astatement in lieu of prospectus as per the Second
Schedule annexed to this Act.

Explanationd fiminimum subscriptiond means the amount, if any,
fixed by the memorandum or articles of association as minimum subscription
upon which the directors may procetedallotment or if no amount is so fixed
and specified, the whole amount of the share capital other than that issued or
agreed to be issued as paid up otherwise than in cash.

(2) The registrar shall, on filing of a duly verified declaration in
accordane with the provisions of sugection (I) and after making such enquiries
as he may deem fit to satisfy himself that all the requirements of this Act have
been complied with in respect of the commencement of business and matters
precedent and incidental tie¢o, accept and register all the relevant documents.

(3) The acceptance and registration of documents undesestiion (2)
shall be a conclusive evidence that the company is entitled to start its operations
and exercise any borrowing powers.

(4) Nothing in this section shall ap@dy
(@) toacompany converted from private to a public;
(b) to a company limited by guarantee and not having a share capital.

20. Consequences ofnon-compliance of section 19 (1) If any
company starts its business operatiams exercises borrowing powers in
contravention of section 19, every officer or other person who is responsible for
contravention shall without prejudice to other liabilities be liable to a penalty not
exceeding level 2 on the standard scale.

(2) Any cortract made by a company before the date at which it is
entitled to commence business shall be provisional only and shall not be binding
on the company until that date and on that date it shall become binding.

REGISTERED OFFICE AND PUBLICATION OF NAME

21. Registered office of company (1) A company shall have a
registered office to which all communications and notices shall be addressed and
within a period of thirty days of its incorporation, notify to the registrar in the
specified manner.
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(2) Notice of any change in situation of the registered office shall be
given to the registrar in a specified form within a period of fifteen days after the
date of change:

Provided that the change of re@ired office of a company fr@m
(&) one city in a Province tanother; or

(b) a city to another in any part of Pakistan not forming part of a
Province;

shall require approval of general meeting through special resolution.

(3) If a company fails to comply with the requirements of-sabtion
(1) or (2), the compangind its every officer who is responsible for such-non
compliance shall be liable to a penalty not exceeding of level 1 on the standard
scale.

22. Publication of name by a companyd Every company shdil

(a) display in a conspicuous position, in letters gdsigible in English
or Urdu characters its name and incorporation number outside the
registered office and every office or the place in which its business
is carried on;

(b) display a certified copy of certificate of incorporation at every place
of busines®f the company;

(c) getits name, address of its registered office, telephone number, fax
number, email and website addresses, if any, printed on logead
and all its documents, notices and other official publications; and

(d) have its name mentioned in lbtg English or Urdu characters, in
all bills of exchange, promissory notes, endorsements, cheques and
orders for money or goods purporting to be signed by or on behalf
of the company and in all bills of parcels, invoices, receipts and
letters of credit ofthe company.

23. Company to have common sed. (1) Every company shall have
a common seal.

(2) A companys common seal must be a seal having the con@pany
name engraved on it in legible form.
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(3) If any of the provision of this section is contraed or an officer
of a company or a person on behalf of a company uses or authorises the use of
another seal that purports to be the compaiepmmon seal, shall be liable to a
penalty not exceeding of level 1 on the standard scale.

24. Penalties for na-publication of named (I) If a company does
not display its name in the manner provided for by this Act, it shall be liable to a
penalty not exceeding level 1 on the standard scale and every officer of the
company who authorises or permits the defaulll Siediable to the like penalty.

(2) If any officer of a limited company issues or authorises the issue of
any bill-head, letter paper, document, notice or other official publication of the
company, or signs or authorises to be signed on behalf obthpany any bill of
exchange, promissory note, endorsement, cheque or order for money or goods,
or issues or authorises to be issued any bill of parcels, invoice, receipt or letter of
credit of the company, wherein its name is not mentioned in the manner
aforesaid, he shall be liable to a penalty not exceeding of level 1 on the standard
scale and shall further be personally liable to the holder of any such bill of
exchange, promissory note or order for money or goods, for the amount thereof
unless the saenis duly paid by the company.

25. Publication of authorised as well as paielp capital.d (1) Where
any notice, advertisement or other official publication of a company contains a
statement of amount of authorised capital of the company, such notice,
advertisement or other official publication shall also contain a statement in an
equally prominent position and in equally conspicuous characters of amount of
the paid up capital.

(2) Any company which makes default in complying with the
requirements o$ubsection (1) and every officer of the company who is party to
the default shall be liable to a penalty not exceeding of level 1 on the standard
scale.

26. Business and objects of a company (1) A company may carry
on or undertake any lawful businemsactivity and do any act or enter into any
transaction being incidental and ancillary thereto which is necessary in attaining
its business activities:

Provided thad
(i) the principal line of business of the company shall be mentioned in

the memorandum of association of the company which shall always
commensurate with name of the company; and
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(i) any change in the principal line of business shall be reported to the
registrar within thirty days from the date of change, onfone as
may be specified and registrar may give direction of change of
name if it is in violation of this section.

Explanation.d Aprincipal line of busines® means the business in
which substantial assets are held or likely to be held or substantial

reverue is earned or likely to be earned by a company, whichever is
higher.

(2) A company shall not engage in a business whigh is

(a) prohibited by any law for the time being in force in Pakistan; or

(b) restricted by any law, rules or regulations, unless negelsance,
registration, permission or approval has been obtained or

compliance with any other condition has been made:

Provided nothing in subection (1) shall be applicable to the
extent of such companies.

MEMORANDUM AND ARTICLES OF ASSOCIATION

27. Memorandum of company limited by sharesd In the case of a
company limited by shares

(A) the memorandum shall stéte

(i) the name of the company with the wdidimitedo as last
word of the name in the case of a public limited company, the
parenthesisind wordgiPrivate) Limited as last words of the
name in the case of a private limited company, and the
parenthesis and word@SMC-Private) Limited as last words
of the name in the case of a single member company;

(i) the Province or the part of Pakistaot forming part of a
Province, as the case may be, in which the registered office of
the company is to be situate;

(i) principal line of business:

Provided that

(a) the existing companies shall continue with their existing
memorandum of associatioand the object stated at
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(B)

(©

28.

serial number 1 of the object clause shall be treated as
the principal line of business;

(b) if the object stated at serial number 1 of the object clause
is not the principal line of business of the company, it
shall be required tontimate to the registrar their
principal line of business within such time from
commencement of this Act and in the form as may be
specified. A revised copy of the memorandum of
association indicating therein its principal business at
serial number 1 of # object clause shall also be
furnished to the registrar; and

(c) the existing companies or the companies to be formed to
carry on or engage in any business which is subject to a
licence or registration, permission or approval shall
mention the businesses rxuired under the respective
law and the rules and regulations made thereunder;

(iv) an undertaking as may be specified,;

(v) that the liability of the members is limited; and

(vi) the amount of share capital with which the company proposes
to be registered and thévigion thereof into shares of a fixed

amount;

no subscriber of the memorandum shall take less than one share;
and

each subscriber of the memorandum shall write opposite to his
name the number of shares he agrees to take.

Memorandum of company limited by guaranteed (1) In the

case of a company limited by guarantee the memorandum shall state

(@)

(b)

(©)

the name of the company with the parenthesis and words
fi(Guarantee) Limiteglas last words of its name;

the Province or the part of Pakistan faiming part of a Province,
as the case may be, in which the registered office of the company is
to be situate;

principal line of business:
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Provided that

(i)

(ii)

(iii)

(d)
(€)
(f)

(2)

the existing companies shall continue with their existing
memorandum of association and the obgated at serial number 1
of the object clause shall be treated as the principal line of business;

if the object stated at serial number 1 of the object clause is not the
principal line of business of the company, it shall be required to
intimate to theregistrar their principal line of business within such
time from the commencement of this Act and in the form as may be
specified. A revised copy of the memorandum of association
indicating therein its principal business at serial number 1 of the
object ¢ause shall also be furnished to the registrar; and

the existing companies or the companies to be formed to carry on or
engage in any business which is subject to a licence or registration,
permission or approval shall mention the businesses as required
under the respective law;

an undertaking as may be specified;
that the liability of the members is limited; and

such amount as may be required, not exceeding a specified amount
that each member undertakes to contribute to the assets of the
company in thesvent of its being wound up while he is a member

or within one year afterwards for payment of the debts and
liabilities of the company contracted before he ceases to be a
member and of the costs, charges and expenses of winding up and
for adjustment of ghts of the contributories among themselves.

If the company has a share capital, the memorandum shall also state

the amount of share capital with which the company proposes to be registered
and the division thereof into shares of a fixed amountthechumber of shares
taken by each subscriber.

29.

Memorandum of unlimited company.d In the case of an

unlimited company the memorandum shall siate

(@)

(b)

the name of the company with the wdidnlimitedo as last words
of its name;

the Province or the parf ®akistan not forming part of a Province,
as the case may be, in which registered office of the company is to
be situate;
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(c) principal line of business:

Provided that

(i) the existing companies shall continue with their existing
memorandum of association attd object stated at serial number 1
of the object clause shall be treated as the principal line of business;

(if) if the object stated at serial number 1 of the object clause is not the
principal line of business of the company, it shall be required to
intimate to the registrar their principal line of business within such
time from the commencement of this Act and in the form as may be
specified. A revised copy of the memorandum of association
indicating therein its principal business at serial number 1 ef th
object clause shall also be furnished to the registrar; and

(i) the existing companies or the companies to be formed to carry on or
engage in any business which is subject to a licence or registration,
permission or approval shall mention the businessese@sred
under the respective law; and

(d) an undertaking as may be specified,;
(e) that the liability of the members is unlimited.

(2) If the company has a share capital, the memorandum shall also state
the amount of share capital with which the company gsep to be registered
and the number of shares taken by each subscriber.

30. Borrowing powers to be part of memorandumd Notwithstanding
anything contained in this Act or in any other law for the time being in force or the
memorandum and articles, the mmandum and articles of a company shall be
deemedto include and always to have included the power to enter into any
arrangement for obtaining loans, advances, finances or credit, as defined in the
Banking Companies Ordinance, 1962 (LVII of 1962) ancgsoé other securities
not based on interest for raising resources from a scheduled bank, a financial
institution or general public.

31. Memorandum to be printed, signed and dated The
memorandum shall iBe

(a) printed in the manner generally acceptable;

(b) divided into paragraphs numbered consecutively;
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(c) signed by each subscriber, who shall add his present name in full,
his occupation and fath@sr name or, in the case of a married
woman or widow, her husba@dor deceased husb@dame in
full, his nationaliy and his usual residential address and such other
particulars as may be specified, in the presence of a withess who
shall attest the signature and shall likewise add his particulars; and

(d) dated.

32. Alteration of memorandum.d (1) Subject to the provisis of this
Act, a company may by special resolution alter the provisions of its
memorandum so asdo

(&) change the placef its registered office fromad

(i) one Province to another Province or Islamabad Capital
Territory and vice versaor

(i) one Provine or Islamabad Capital Territory to a part of
Pakistan not forming part of a Province andvice versa; or

(b) change its principal line of business; or

(c) adopt any business activity or any change therein which is subject
to licence, registration, permissionapgproval under any law.

(2) The alteration shall not take effect until and except in so far as it is
confirmed by the Commission on petition:

Provided that an alteration so as to change its principal line of business
shall not require confirmationylthe Commission.

(3) A copy of the order confirming the alteration duly certified by an
authorised officer of the Commission shall be forwarded to the company and to
the registrar within seven days from the date of the order.

(4) A copy of the mem@ndum of association as altered pursuant to
the order under this section shall within thirty days from the date of the order be
filed by the company with the registrar, who shall register the same and issue a
certificate which shall be conclusive evidertbat all the requirements of this
Act with respect to the alteration and the confirmation thereof have been
complied with and thenceforth the memorandum so filed shall be the
memorandum of the company:
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Provided that the Commission may by order, at amyetion an
application by the company, on sufficient cause shown extend the time for the
filing of memorandum with the registrar under this section for such period as it
thinks proper.

(5) Where the alteration involves a transfer of registered office from
the jurisdiction of one company registration office to another, physical record of
the company shall be transferred to the registrar concerned of the company
registration office in whose jurisdiction the registered office of the company has
been shifted.

(6) Where the alteration involves change in principal line of business,
the company shall file the amended memorandum of association with the
registrar within thirty days, which shall be recorded for the purposes of this Act.

33. Powers of Commission when confirming alteration.d The
Commission may make an order confirming the alteration on such terms and
conditions as it thinks fit and make such order as to costs as it thinks proper.

34. Exercise of discretion by Commissio® The Commission shall
in exercising its discretion under sections 32 and 33 have regard to the rights and
interests of the members of the company or of any class of them, as well as to the
rights and interests of the creditors and may, if it thinks fit, give such directions
and m&e such orders as it may think expedient for facilitating or carrying into
effect any such arrangement.

35. Effect of alteration in memorandum or articlesd Notwithstanding
anything contained in the memorandum or articles of a company, no member of the
company shall be bound by an alteration made in the memorandum or aftietes
the date on which he became a member if and so far as the alteration requires him
to take or subscribe for more shares than the number held by him at the date on
which the alteation is made or in any way increases his liability as at that date to
contribute to the share capital of or otherwise to pay money to the company:

Provided that this section shall not apply in any case where the member
agrees in writing either beforr after the alteration is made to be bound thereby.

ARTICLES OF ASSOCIATION

36. Registration of articlesd (1) There may, in the case of company
limited by shares and there shall, in the case of a company limited by guarantee
or an unlimited company, ebregistered with the memorandum, articles of
association signed by the subscribers to the memorandum and setting out
regulations for the company.
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(2) Articles of association of a company limited by shares may adopt
all or any of the regulations contaith in Table A in the First Schedule to this
Act.

(3) In the case of an unlimited company or a company limited by
guarantee, the articles, if the company has a share capital, shall state the amount
of share capital with which the company proposes tebistered.

(4) In the case of an unlimited company or a company limited by
guarantee, if the company has no share capital, the articles shall state the number
of members with which the company proposes to be registered.

(5) In the case of a compatiynited by shares and registered after the
commencement of this Act, if articles are not registered, or, if articles are
registered, in so far as the articles do not exclude or modify the regulations in
Table A in the First Schedule to this Act, thoseutations shall, so far as
applicable, be the regulations of the company in the same manner and to the
same extent as if they were contained in duly registered articles.

(6) The articles of every company shall be explicit and without
ambiguity and, witbut prejudice to the generality of the foregoing, shall list and
enumerate the voting and other rights attached to the different classes of shares
and other securities, if any, issued or to be issued by it.

(7) If a company contravenes the provisions it§ articles of
association, the company and every officer of the company shall be liable to a
penalty not exceeding of level 1 on the standard scale.

37. Articles to be printed, signed and dated The articles shall &

(@) printed in the manner generaligceptable;

(b) divided into paragraphs numbered consecutively;

(c) signed by each subscriber, who shall add his present name in full,
his occupation and fath@sr name or, in the case of a married
woman or widow, her husba@dor deceased husb@dame in
full, his nationality and his usual residential address and such other
particulars as may be specified, in the presence of a withess who
shall attest the signature and shall likewise add his particulars; and

(d) dated.

38. Alteration of articles.d (1) Subjectto the provisions of this Act
and to the conditions contained in its memorandum, a company may, by special
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resolution, alter its articles and any alteration so made shall be as valid as if
originally contained in the articles and be subject in like matmaiteration by
special resolution:

Provided that, where such alteration affects the substantive rights or
liabilities of members or of a class of members, it shall be carried out only if a
majority of at least thretourths of the members or of theask of members
affected by such alteration, as the case may be, exercise the option through vote
personally or through proxy vote for such alteration.

(2) A copy of the articles of association as altered shall, within thirty
days from the date of pasgiof the resolution, be filed by the company with the
registrar and he shall register the same and thenceforth the articles so filed shall
be the articles of the company.

39. Copies of memorandum and articles to be given to membeds.
(1) Each company shaend to every member, at his request and within fourteen
days thereof, on payment of such sum, as the company may fix, a copy of the
memorandum and the articles, if any.

(2) If a company makes default in complying with the requirements of
subsectbn (1), it shall be liable to a penalty not exceeding of level 1 on the
standard scale.

40. Alteration of memorandum or articles to be noted in every
copy.d0 (1) Where an alteration is made in the memorandum or articles of a
company, every copy of the memandum or articles issued after the date of the
alteration shall conform to the memorandum or articles as so altered.

(2) If, where any such alteration has been made, the company at any
time after the date of the alteration issues any copies of theoraadum or
articles which do not conform to the memorandum or articles as so altered it shall
be liable to a penalty not exceeding of level 1 on the standard scale for each copy
so issued and every officer of the company who is in default shall betlathie
like penalty.

41. Form of memorandum and articlesd The form of
(@) memorandum of association of a company limited by shares;

(b) memorandum and articles of association of a company limited by
guarantee and not having a share capital;

(c) memorandum andrticles of association of a company limited by
guarantee and having a share capital; and
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(d) memorandum and articles of association of an unlimited company
having a share capital,

shallberespectivelyin accordancevith theformssetoutin TablesB, C,D andE
in the First Scheduleor asneartheretoascircumstanceadmit.

42. Licencing of associations with charitable and not for profit
objectsd (1) Where it is proved to the satisfaction of the Commission that an
association is to be formed as a limitenmpany

(a) for promoting commerce, art, science, religion, health, education,
research, sports, protection of environment, social welfare, charity
or any other useful object;

(b) such company

() intends to apply the compaisyprofits and other income in
promoting its objects; and

(i) prohibits the payment of dividends to the comgany
members; and

(c) such compani objects and activities are not and shall not, at any
time, be against the laws, public order, security, sovereignty and
national interests of Pakista

the Commissionmay, by licence for a period to be specified, permit the
associatiorto be registeredasa public limited company without additionof the
word ALimitedod or the expressiot(Guaranteelimitedo, to its name.

(2) A licence under subedion (1) may be granted on such conditions
and subject to such regulations as the Commission thinks fit and those conditions
shall be inserted in and deemed part of the memorandum and articles, or in one of
those documents.

(3) Memorandum and articlesf @ssociation of a company, licenced
under this section, shall be in accordance with the form set out in Table F in the
First Schedule or as near thereto as circumstances admit and approved by the
Commission.

(4) The association on registration undes thection shall enjoy all the
privileges and be subject to all the obligations of a limited company.
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(5)

The Commission may at any time by order in writing, revoke a

licence granted under s@lection (1), with such directions as it may deem fit, on
being satisfied th&t

(@)

(b)

(©)

(d)

(€)

(f)
(¢))

(h)

the company or its management has failed to comply with any of
the terms or conditions subject to which a licence is granted; or

any of the requirements specified in sdztion (1) or any
regulations made under this section are nat enecomplied with;
or

affairs of the company are conducted in a manner prejudicial to
public interest; or

the company has made a default in filing with the registrar its
financial statements or annual returns for immediately preceding
two consecutiveihancial years; or

the company has acted against the interest, sovereignty and
integrity of Pakistan, the security of the State and friendly relations
with foreign States; or

the number of members is reduced, below three; or
the company &

() conceivedor brought forth for, or is or has been carrying on,
unlawful or fraudulent activities; or

(i) run and managed by persons who fail to maintain proper and
true accounts or they commit fraud, misfeasance or
malfeasance in relation to the company; or

(i) run andmanaged by persons who are involved in terrorist
financing or money laundering; or

(iv) managed by persons who refuse to act according to the
requirements of the memorandum or articles or the provisions
of this Act or failed to carry out the directions or dgans of
the Commission or the registrar given in exercise of the
powers conferred by this Act; or

(v) not carrying on its business or is not in operation for one year;
or

it is just and equitable that the licence should be revoked:
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Providedthat beforea licenceis so revoked,the Commissionshall
give to the companya notice, in writing of its intentionto do so, and
shallafford the companyanopportunityto be heard.

(6) Notwithstanding anything contained in this Act or any other law, no
assaiation shall be registered as a company with the objects as mentioned in
clause (a) and the conditions provided in clause (b) okeabon (1) without a
licence granted in pursuance of this section

43. Effect of revocation of licenced (1) On revocton of licence of a
company undesection 42, by the Commissi®n

(a) the company shall stop all its activities except the recovery of
money owed to it, if any;

(b) the company shall not solicit or receive donations from any source;
and

(c) all the assets of the opany after satisfaction of all debts and
liabilities shall, in the manner as may be specified, be transferred to
another company licenced under section 42, preferably having
similar or identical objects to those of the company, within ninety
days from theevocation of the licence or such extended period as
may be allowed by the Commission:

Provided that a reasonable amount to meet the expenses of
voluntary winding up or making an application to the registrar for
striking the name of the company off tregister in terms of subection
(3), may be retained by the company.

(2) After compliance of the requirements mentioned insedtion (1),
the board of the company shall file within fifteen days from the date of such
compliance, a report to the regag containing such information and supported
with such documents as may be specified.

(3) Within thirty days of acceptance of the report by the registrar,
submitted by the company under sdxtion (2), the board shall initiate
necessary proceedinf® winding up of the company voluntarily or where it has
no assets and liabilities make an application to the registrar for striking the name
of the company off the register.

(4) If the company fails to comply with any of the requirements of this
secton within the period specified or such extended period as may be allowed by
the Commission, the Commission may, without prejudice to any other action
under the law, appoint an administrator to manage affairs of the company subject
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to such terms and conditis as may be specified in the order and initiate
necessary proceedings for winding up of the company.

(5) The provisions of section 291, except those ofsadtion (1) thereof,
shall applymutatis mutandiso the administrator appointed werdhis section.

(6) Where any assets of the company are transferred, in consequence of
revocation of licence, to another company licenced under section 42, the
members and officers of the first mentioned company or any of their family
membersshall not be eligible to hold any office in the later company for a period
of five years from the date of transfer of such assets.

(7) Where the licence of a company has been revoked before the
commencement of this Act and such company isimahe process of winding
up, this section shall apply as if the licence was revoked immediately after the
commencement of this Act.

44. Penalty.d If a company licenced under section 42 or any of its
officers makes default in complying with any of tleguirements of sections 42
and 43 or the rules or regulations or the terms or conditions to which the licence
is subject or any directions contained in a revocation order, it shall without
prejudice to any other action be punishable by a penalty not emgesdevel 2
on the standard scale.

45. Provision as to companies limited by guarante& (1) A company
limited by guarantee may have share capital.

(2) In the case of a company limited by guarantee and not having a
share capital, every provision the memorandum or articles or in any resolution
of the company purporting to give any person a right to participate in the
divisible profits of the company otherwise than as a member shall be void.

(3) For the purpose of the provisions of this Act tielg to the
memorandum of a company limited by guarantee and cksation (2), every
provision in the memorandum or articles, or in any resolution, of a company
limited by guarantee purporting to divide the undertaking of the company into
shares or inteéssts shall be treated as a provision for a share capital,
notwithstanding that the nominal amount or number of the shares or interests is
not mentioned thereby.

CONVERSION OF A COMPANY OF ANY CLASS INTO A COMPANY
OF OTHER CLASS AND RELATED MATTERS

46. Conversion of public company into private company and
viceversad (1) A public company may be converted into a private company
with the prior approval of the Commission in writing by passing a special
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resolution in this behalf by the public company amegdts memorandum and
articles of association in such a manner that they include the provisions relating
to a private company in the articles and complying with all the requirements as
may be specified:

Provided that in case of conversion of a listed gany into a private
company, the Commission shall give notice of every application made to it, to
the securities exchange and shall take into consideration the representation if any,
made to it by the securities exchange.

(2) On an application for charegin status of a company under sub
section (1), if the Commission is satisfied that the company is entitled to be so
converted, such conversion shall be allowed by an order in writing.

(3) A copy of the order, confirming the conversion undersediion(2),
duly certified by an authorised officer of the Commission shall be forwarded to
the company and to the registrar within seven days from the date of the order.

(4) A copy of the memorandum and articles of association as altered
pursuant to the ordeunder suksection (2) shall, within fifteen days from the
date of the order, be filed by the company with the registrar and he shall register
the same and thenceforth the memorandum and articles so filed shall be the
memorandum and articles of the newbnverted company.

(5) If a company, being a private company, alters its articles in such a
manner that they no longer include the provisions which, undesettton (1) of
section 2, are required to be included in the articles of a company in order to
constitute it a private company, the company shall

(@) as on the date of the alteration, cease to be a private company; and

(b) file with the registrar a copy of the memorandum and articles of
association as altered along with the special resolution.

(6) If default is made in complying with the provisions of any of the
preceding susections, the company and every officer of the company who is in
default shall be liable to a penalty not exceeding of level 2 on the standard scale.

47. Conversion of statusof private company into a singlemember
company and viceversad (1) A private company may be converted into a
singlemember company with prior approval of the Commission in writing by
passing a special resolution in this behalf by the private company mgetsd
memorandum and articles of association, in such a manner that they include the
provisions relating to a singlmember company in the articles and complying
with all the requirements as may be specified.
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(2) On an application for change in statolsa company under sub
section (1), if the Commission is satisfied that the company is entitled to be so
converted, such conversion shall be allowed by an order in writing.

(3) A copy of the order, confirming the conversion under-sedtion
(2), duly certified by an authorised officer of the Commission shall be forwarded
to the company and to the registrar within seven days from the date of the order.

(4) A copy of the memorandum and articles of association as altered
pursuant to the order under sugection (2) shall, within fifteen days from the
date of the order, be filed by the company with the registrar and he shall register
the same and thenceforth the memorandum and articles so filed shall be the
memorandum and articles of the newly convecepany.

(5) If a company, being a single member company, alters its articles in
such a manner that they no longer include the provisions which are required to be
included in the articles of a company in order to constitute it a single member
company, he company shall

(@) as on the date of the alteration, cease to be a single member
company; and

(b) file with the registrar a copy of the memorandum and articles of
association as altered along with the special resolution.

(6) If default is made in complymwith the provisions of any of the
preceding suisections, the company, and every officer of the company who is in
default, shall be liable to a penalty not exceeding of level 2 on the standard scale.

48. Conversion of status of unlimited company as tited company
and viceversad (1) An unlimited company may be converted into a limited
company with prior approval of the Commission in writing by passing a special
resolution in this behalf by the unlimited company amending its memorandum
and articles ofassociation in such a manner that they include the provisions
relating to a company limited by shares in the articles and complying with all the
requirements as may be specified.

(2) On an application for change in status of a company under sub
section(1), if the Commission is satisfied that the company is entitled to be so
converted, such conversion shall be allowed by an order in writing.

(3) A copy of the order, confirming the conversion undersediion (2)
duly certified by an authorised officef the Commission shall be forwarded to
the company and to the registrar within seven days from the date of the order.
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(4) If a company, being a limited company, alters its memorandum and
articles in such a manner that they include the provisions vadoicktitute it as a
company having unlimited liability of its members, the company &hall

(@) as on the date of the alteration, cease to be a limited company; and

(b) file with the registrar a copy of the memorandum and articles of
association as altered alongiwthe special resolution.

(5) If default is made in complying with the provisions of any of the
preceding susections, the company and every officer of the company who is in
default shall be liable to a penalty not exceeding of level 2 on the siiestide.

49. Conversion of a company limited by guarantee to a company
limited by shares andviceversad (1) A company limited by guarantee may be
converted into a company limited by shares with prior approval of the
Commission in writing by passing special resolution in this behalf by the
company limited by guarantee amending its memorandum and articles of
association in such a manner that they include the provisions relating to a
company limited by shares in the articles and complying with all the
requirements as may be specified.

(2) On an application for change in status of a company under sub
section (1), if the Commission is satisfied that the company is entitled to be so
converted, such conversion shall be allowed by an order in writing.

(3) A copy of the order, confirming the conversion undersediion (2)
duly certified by an authorised officer of the Commission shall be forwarded to
the company and to the registrar within seven days from the date of the order.

(4) A copy of the memrandum and articles of association as altered
pursuant to the order under ssiction (2) shall within fifteen days from the date
of the order be filed by the company with the registrar and he shall register the
same and thenceforth the memorandum anttlest so filed shall be the
memorandum and articles of the newly converted company.

(5) If a company, being limited by shares, alters its memorandum and
articles in such a manner that they include the provisions which constitute it a
company limited byuarantee, the company sidall

(a) as on the date of the alteration, cease to be a company limited by
shares; and

(b) file with the registrar a copy of the memorandum and articles of
association as altered along with the special resolution.
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(6) If default is mae in complying with the provisions of any of the
preceding susections, the company and every officer of the company who is in
default shall be liable to a penalty not exceeding of level 2 on the standard scale.

50. Issue of certificate and effects otonversiond (1) The registrar
upon registration of the memorandum and articles of association as altered by the
company upon conversion under sections 46 to 49, shall issue a certificate to that
effect.

(2) The conversion of status of a company uneetisns 46 to 49 shall
not affec®

(@) any debts, liabilities, obligations or contracts incurred or entered
into, by or on behalf of the company before conversion and such
debts, liabilities, obligations and contracts may be enforced in the
manner as if suckegistration had not been done; and

(b) any rights or obligations of the company or render defective any
legal proceedings by or against the company and any legal
proceedings that might have been continued or commenced against
the company before conversion ynbe continued or commenced
upon its conversion.

51. Power of unlimited company to provide for reserve share
capital on conversion of status to a limited compang. An unlimited company
having a share capital may, by its resolution for registration iasitad company
in pursuance of this Act, increase the nominal amount of its share capital by
increasing the nominal amount of each of its shares, subject to the condition that
no part of the amount by which its capital is so increased shall be capable of
being called up except in the event and for the purpose of the company being
wound up.

52. Consequence of default in complying with conditions
constituting a company a private companyy Where the articles of a company
include the provisions which, undantssection (1) of section 2, are required to
be included in the articles of a company in order to constitute it as a private
company, but default is made in complying with any of those provisions, the
company shall cease to be entitled to the privilegdseaxemptions conferred on
private companies by or under this Act and this Act shall apply to the company
as if it were not a private company:

Provided that the Commission, on being satisfied that the failure to
comply with the conditions was accidental due to inadvertence or to some
other sufficient cause or that on other ground it is just and equitable to grant
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relief, may, on the application of the company or any other person interested and
on such terms and conditions as seem to the Commissioarjdsexpedient,
make order that the company be relieved from such consequences as aforesaid.

SERVICE AND AUTHENTICATION OF DOCUMENTS

53. Service of documents on a company A document or
information may be served on the company or any of its officdateategistered
office of the company against an acknowledgement or by post or courier service
or through electronic means or in any other manner as may be specified.

54. Service of documents on Commission or the registrad A
document or information mayebserved on the Commission or the registrar
against an acknowledgement or by post or courier service or through electronic
means or in any other manner as may be specified.

55. Service of notice on a membed (1) A document or information
may be servedroa member at his registered address or, if he has no registered
address in Pakistan, at the address supplied by him to the company for the giving
of notices to him against an acknowledgement or by post or courier service or
through electronic means oramy other manner as may be specified.

(2) Where a notice is sent by post, service of the notice shall be deemed
to be effected by properly addressing, prepaying and posting a letter containing
the notice and, unless the contrary is proved, to have &féected at the time at
which the letter will be delivered in the ordinary course of post.

(3) A notice may be given by the company to the jboltlers of a
share by giving the notice to the joimblder named first in the register in respect
of the share.

(4) A notice may, in the manner provided under-sabtion (1), be
given by the company to the person entitled to a share in consequence of death or
insolvency of a member addressed to him by name or by the title or
representatives of the desmd or assignees of the insolvent or by any like
description, at the address supplied for the purpose by the person claiming to be
so entitled.

56. Authentication of documents and proceedingé Save as
expressly provided in this Act, a document or proceding requiring
authentication by a company may be signed either by an officer or a
representative authorized by the board.
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PART V

PROSPECTUS, ALLOTMENT, ISSUE AND TRANSFER OF SHARES
AND OTHER SECURITIES

57. Prospectusd (1) No prospectus shall be issd by or on behalf of a
company unless on or before the date of its publication, a copy thereof signed by
every person who is named therein as a director or proposed director of the
company has been filed with the registrar.

(2) In case of any cordvention of this section, the company and every
person who is a party to the issue, publication or circulation of the prospectus
shall be liable to a penalty not exceeding of level 2 on the standard scale.

58. Classes and kinds of share capitdl. A company having share
capital shall issue only fully paid shares which may be of different kinds and
classes as provided by its memorandum and articles:

Provided that different rights and privileges in relation to the different
kinds and classes of shares nmly be conferred in such manner as may be
specified.

59. Variation of shareholdersdrights.d (1) The variation of the right
of shareholders of any class shall be effected only in the manner laid down in
section 38.

(2) Not less than ten percent tife class of shareholders who are
aggrieved by the variation of theightsundersubsection(1) may, within thirty
daysof the dateof the resolutionvarying their rights, apply to the Court for an
ordercancellingtheresolution:

Provided that the Got shall not pass such an order unless it is shown to
its satisfaction that some facts which would have had a bearing on the decision of
the shareholders were withheld by the company in getting the aforesaid
resolution passed or, having regard to all ¢meumstances of the case, that the
variation would unfairly prejudice the shareholders of the class represented by
the applicant.

(3) An applicationundersubsection(2) may be madeon behalfof the
shareholdergntitledto makeit by suchoneor more of their numberasthey may
authorisan writing in this behalf.

(4) The company shall, within fifteen days of the service on the
companyof any ordermadeon any suchapplication forwarda copy of the order
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to the registrarand, if defaultis madein complying with this provision, the
person making the default shall be guilty of an offence under this section and be
liable to a penalty not exceeding of level 1 on the standard scale.

(5) Theexpressiorfivariation o underthis sectionincludesabrogaion,
revocationor enhancement.

SHARE CAPITAL AND NATURE, NUMBERING AND CERTIFICATE
OF SHARES

60. Numbering of sharesd Every share in a company having a share
capital shall be distinguished by its distinctive number:

Provided that nothing in thisection shall apply to a share held by a
person whose name is entered as holder of beneficial interest in such share in the
records of a central depository system.

61. Nature of shares or other securitie® The shares or other
securities of any member amcompany shall be movable property transferable in
the manner provided by the articles of the company.

62. Shares certificate to be evidencd (1) A certificate, if issued in
physical form under common seal of the company or under official seal, which
must be facsimile of the compa@isycommon seal, or issued in beaktry form,
specifying the shares held by any person or shares held in central depository
system shall bprima facieevidence of the title of the person to such shares.

(2) Notwithstandinganything contained in the articles of a company,
the manner of issue of a certificate of shares, the form of such certificate and
other matters shall be such as may be specified.

SPECIAL PROVISIONS AS TO DEBENTURES

63. Issue of debenture$ (1) A compay may issue different kinds of
debentures having different classes, rights and privileges as may be specified.

(2) The rights, privileges and the procedure, for securing the issue of
debentures, the form of debenture trust deed, the procedure foelthatare
holders to inspect the trust deed and to obtain a copy thereof shall be such as may
be specified.

64. Payment of certain debts out of assets subject to floating charge
in priority to claims under the charged (1) Where either a receiver is
apponted on behalf of the holders of any debentures of a company secured by a
floating charge, or possession is taken by or on behalf of these debenture holders
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of any property comprised in or subject to the charge, then, if the company is not
at the time in ourse of being wound up, the debts which in every winding up are
under the provisions of Pax relating to preferential payments to be paid in
priority to all other debts, shall be paid forthwith out of any assets coming to the
hands of the receiver orhar person taking possession as aforesaid in priority to
any claim for principal or interest in respect of the debentures.

(2) The periods of time mentioned in the said provisions of Rattall
be reckoned from the date of the appointment of thevwacer of possession
being taken as aforesaid, as the case may be.

(3) Any payments made under ssbction (1) shall be recouped, as far
as may be, out of the assets of the company available for payment of general
creditors.

65. Powers and liabilties of trusteed (1) The trustee nominated or
appointed under the trudeed for securing an issue of debentures shall, if so
empowered by such deed, have the right to sue for all redemption monies and
interest in the following cases, namely

(@) where the isuer of the debentures as mortgagor binds himself to
repay the debenture loan or pay the accrued interest thereon, or both
to repay the loan and pay the interest thereon, in the manner
provided on the due date;

(b) where by any cause other than the wrongfitla default of the
issuer the mortgaged property is wholly or partially destroyed or the
security is rendered insufficient within the meaning of section 66 of
the Transfer of Property Act, 1882 (Act IV of 1882), and the trustee
has given the issuer a ssmable opportunity of providing further
security adequate to render the whole security sufficient and the
issuer has failed to do so;

(c) where the trustee is deprived of the whole or part of the security by
or in consequence of any wrongful act or defaunltloe part of the
issuer; and

(d) where the trustee is entitled to take possession of the mortgaged
property and the issuer fails to deliver the same to him or to secure
the possession thereof without disturbance by the issuer or any
person claiming undertile superior to that of the issuer.

(2) Where a suit is brought under clause (a) or clause (b) «festion (1)
the Court may at its discretion stay the suit and all proceedings therein
notwithstanding any contract to the contrary, until the trusteseexhausted all
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his available remedies against the mortgaged property or what remains of it
unless the trustee abandons his security and, if necessary, retransfers the
mortgaged property.

(3) Notwithstanding anything contained in sséctions (1) ah (2) or
any other law for the time being in force, the trustee or any person acting on his
behalf shall, if so authorised by the trdeted, sell or concur in selling, without
intervention of the Court, the mortgaged property or any part thereof in efaul
payment according to fgayment schedule of any redemption amount or in the
payment of any accrued interest on the due date by the issuer.

Explanation.d filssueid for the purpose of this section, shall mean the
company issuing debentures and secutfirggsame by mortgage of its properties
or assets, or both its properties and assets, and appointing a trustee under a trust
deed.

(4) Subject to the provisions of this section, any provision contained in
a trustdeed for securing an issue of debergurer in any contract with the
holders of debentures secured by a tdestd, shall be void in so far as it would
have the effect of exempting a trustee thereof from, or indemnifying him against,
liability for breach of trust, where he fails to show theyrde of care and
diligence required of him as trustee, having regard to the provisions of the trust
deed conferring on him any power, authority or discretion.

(5) Subsection (4) shall not invalidate

(@) any release otherwise validly given in respectaoly act or
omission by a trustee before the giving of the release; or

(b) any provision ending such a release to be given

() on the agreement thereto of a majority of not less than-three
fourths in value of the debentdnelders present and voting in
personor, where proxies are permitted, by proxy, at a meeting
summoned for the purpose; and

(i) either with respect to specific acts or omissions or on the
trustee dying or ceasing to act.

(6) Subsection (4) shall not operate

(@) to invalidate any provision inofce immediately before the
commencement of this Act, so long as any person then entitled to
the benefit of that provision or afterwards given the benefit thereof
under subsection (7) remains as trustee of the deed in question; or
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(b) to deprive any person @y exemption or right to be indemnified
in respect of any act or omission by him while any such provision
was in force.

(7) While any trustee of a trusieed remains entitled to the benefit or
provision saved by sugection (6), the benefits of tharovision may be given
eithe®

(a) to all trustees of the deed, present and future; or
(b) to any named trustees or proposed trustees thereof;

by a resolution passed by a majority of not less than-forgéhs in value of the
debentureholders present in pensmr, where proxies are permitted, by proxy, at

a meeting called for the purpose in accordance with the provisions of the deed or,
if the deed makes no provisions for calling meetings, at a meeting called for the
purpose in any manner approved by the Court

66. Issue of securities and redeemable capital not based on
interest.d (1) A companymay by public offer or, upontermsand conditions
containedin an agreemenin writing, issueto one or more scheduledbanks,
financial institutionsor suchotherpersonsasare notified for the purposeby the
Commissioreitherseverally jointly or throughtheir syndicateanyinstrumentin
the nature of redeemablecapital in any or severalforms in considerationof
funds, moneysor accommodationseceivedor to be receivedby the company,
whetherin cashor in specieor againstany promise,guaranteeundertakingor
indemnityissuedo or in favourof or for the benefitof the company.

(2) In particularandwithout prejudiceto the generalityof the forgoing
providons, the agreementeferredto in subsection(1) for redeemablecapital
may provide for, adopt or include, in addition to others, all or any of the
following matters hamely

(@) mode and basis of repaymentby the company of the amount
investedn redeemald capitalwithin a certainperiodof time;

(b) arrangementor sharingof profit andloss;

(c) creationof a specialreservecalled the fiparticipationreserves by
the companyin the mannerprovidedin the agreementor theissue
of participatoryredeemablecaptal in which all providersof such
capital shall participatefor interim and final adjustmenton the
maturity datein accordancevith the termsand conditionsof such
agreementsand
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(d) in caseof netlosson participatoryredeemableapitalon the dateof
maturity, theright of holdersto convertthe outstandingpalanceof
such capital or part thereof as provided in the agreementinto
ordinary sharesof the companyat the breakup price calculatedin
the specifiedmanner.

(3) The terms and conditions ftre issue of instruments or certificates
of redeemable capital and the rights of their holders shall not be challenged or
guestioned by the company or any of its shareholders unless repugnant to any
provision of this Act or any other law or the memorandomarticles or any
resolution of the general meeting or directors of the company or any other
document.

(4) Theprovisionof this Act relatingto the creation,issue,increaseor
decreasef the capitalshallnot applyto theredeemableapital.

ALLOT MENT

67. Application for, and allotment of, shares and debenture$. (1)
No application for allotment of shares in and debentures of a company in
pursuance of a prospectus shall be made for shares or debentures of less than
such nominal amount as the Comgion may, from time to time, specify, either
generally or in a particular case.

(2) The Commission may specify the form of an application for
subscription to shares in or debentures of a company which may, among other
matters, contain such declarasoor verifications as it may, in the public interest,
deem necessary; and such form then shall form part of the prospectus.

(3) All certificates, statements and declarations made by the applicant
shall be binding on him.

(4) An application for sharem or debentures of a company which is
made in pursuance of a prospectus shall be irrevocable.

(5) Whoever contravenes the provisions of -sebtion (1) or sub
section (2), or makes an incorrect statement, declaration or verification in the
applicationfor allotment of shares, shall be liable to a penalty of level 2 on the
standard scale.

68. Repayment of money received for shares not allotted (1)
Where a company issues any invitation to the public to subscribe for its shares or
other securities, #1 company shall refund the money in the case of the
unaccepted or unsuccessful applications within the time as may be specified.
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(2) If the refund required by sudection (1) is not made within the
time specified, the directors of the company shalldietly and severally liable
to repay that money with surcharge at the rate of two percent for every month or
part thereof from the expiration of the fifteenth day and, in addition, shall be
liable to a penalty of level 3 on the standard scale.

69. Allotment of shares and other securities to be dealt in on
securities exchangé. (1) Where a prospectus, whether issued generally or not,
states that application has been or will be made for permission for the shares or
other securities offered thereby to be ltdéa on the securities exchange, any
allotment made on an application in pursuance of the prospectus shall, whenever
made, be void if the permission has not been applied for before the seventh day
after the first issue of the prospectus or if the peiioiskas not been granted
before the expiration of twentgne days from the date of the closing of the
subscription lists or such longer period not exceeding fwrty days as may,
within the said twentpne days, be notified to the applicants for permis&ip
the securities exchange.

(2) Where the permission has not been applied for or has not been
granted as aforesaid, the company shall forthwith repay without surcharge all
money received from applicants in pursuance of the prospectus, and, if any such
money is not repaid within eight days after the company becomes liable to repay
it, the directors of the company shall be jointly and severally liable to repay that
money from the expiration of the eighth day together with surcharge at the rate of
two pecent for every month or part thereof from the expiration of the eighth
day and in addition, shall be liable to a penalty of level 3 on the standard scale.

(3) All moneys received as aforesaid shall be deposited and kept in a
separate bank aount in a scheduled bank so long as the company may become
liable to repay it under sudection (2); and, if default is made in complying with
this subsection, the company and every officer of the company who authorises
or permits the default shall balile to a penalty of level 2 on the standard scale.

(4) For the purposes of this section, permission shall not be deemed to
be refused if it is intimated that the application for it, though not at present
granted, will be given further consideration.

(5) This section shall have efféct

(a) in relation to any shares or securities agreed to be taken by a person
underwriting an offer thereof by a prospectus as if he had
applied therefor in pursuance of the prospectus; and



234

THE GAZETTE OF PAKISTAN, EXTRA., MAY 31, 2017 [PART I

(b)

70.

in relation to a prgsectus offering shares for sale with the
following modifications that is to safy

() reference to sale shall be substituted for reference to
allotment;

(i) the person by whom the offer is made and not the company,
shall be liable under stdection (2) torepay the money
received from applicantand reference to the compésy
liability under that sutsection shall be construed accordingly;
and

(i) for the reference in sukection (3) to the company and every
officer of the company there shall be substituteefarence to
any person by or through whom the offer is made and
who authorises or permits the default.

Return as to allotmentsd (1) Whenever a company having a

share capital makes any allotment of its shares, the company shall, witkin fort
five days thereafter

(@)

(b)

(©)

file with the registrar a return of the allotment, stating the number
and nominal amount of the shares comprised in the allotment
and such particulars as may be specified, of each allottee, and the
amount paid on each shaesid

in the case of shares allotted as paid up in cash, submit along with
the return of allotment, a report from its auditor to the effect that the

amount of consideration has been received in full by the company
and shares have been issued to each alotte

Provided that in case, the appointment of auditor is not
mandatory by a company, the report for the purpose shall be
obtained from a practicing chartered accountant or a cost and
management accountant;

in the case of shares allotted as paid up wtiser than in cash,
submit along with the return of allotment, a copy of the document
evidencing the transfer of narash asset to the company, or a copy
of the contract for technical and other services, intellectual property
or other consideration, alongittv copy of the valuation report
(verified in the specified manner) for registration in respect of
which that allotment was made;
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(d) file with the registrad

(i) inthe case of bonus shares, a return stating the number and nominal
amount of such shares compis in the allotment and the
particulars of allottees together with a copy of the resolution
authorising the issue of such shares;

(i) in the case of issue of shares at a discount, a copy of the resolution
passed by the company authorising such issue and where
maximum rate of discount exceeds ten per cent, a copy of the order
of the Commission permitting the issue at the higher percentage.

Explanation.d Shares shall not be deemed to have been paid
for in cash except to the extent that the company stialhby have
received cash therefor at the time of, or subsequent to, the
agreement to issue the shares, and where shares are issued to a
person who has sold or agreed to sell property or rendered or agreed
to render services to the company, or to persoosinated by him,
the amount of any payment made for the property or services shall
be deducted from the amount of any cash payment made for the
shares and only the balance, if any, shall be treated as having been
paid in cash for such shares, notwithsiag any bill of exchange
or cheques or other securities for money.

(2) If the registrar is satisfied that in the circumstances of any
particular case the period of forty five days specified in-sdiions (1) for
compliance with the requirements ¢iig section is inadequate, he may extend
that period as he thinks fit, and, if he does so, the provisions efestions (1)
shall have effect in that particular case as if for the said period of forty five days
the extended period allowed by the registvare substituted.

(3) No return of allotment shall be required to be filed for the shares
taken by the subscribers to the memorandum on the formation of the company.

(4) Any violation of this section shall be an offence liable to a penalty
of level1 on the standard scale.

(5) This section shall applynutatis mutandigo shares which are
allotted or issued or deemed to have been issued to a scheduled bank or a
financial institution in pursuance of any obligation of a company to issue shares
to swch scheduled bank or financial institution:

Provided that where default is made by a company in filing a return of
allotment in respect of the shares referred to in thisseghon, the scheduled
bank or the financial institution to whom shares havenlmstted or issued or
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deemed to have been issued may file a return of allotment in respect of such
shares with the registrar together with such documents as may be specified by the
Commission in this behalf, and such return of allotment shall be deentnadé¢

been filed by the company itself and the scheduled bank the financial institution
shall be entitled to recover from the company the amount of any fee properly
paid by it to the registrar in respect of the return.

CERTIFICATE OF SHARES AND OTHER SE CURITIES

71. Limitation of time for issue of certificatesd (1) Every company
shall issue certificates of shares or other securities within thirty days after the
allotment of any of its shares or other securities and ensure delivery of the
certificates & the person entitled thereto at his registered address.

(2) Any violation of this section shall be an offence liable to a penalty
of level 1 on the standard scale.

72. lIssuance of shares in booclentry form.d (1) After the
commencement of this Act fno a date notified by the Commission, a company
having share capital, shall have shares in bagky form only.

(2) Every existing company shall be required to replace its physical
shares with boolkentry form in a manner as may be specified and frond#te
notified by the Commission, within a period not exceeding four years from the
commencement of this Act:

Provided that the Commission may notify different dates for different
classes of companies:

Provided further that the Commission may, if itede appropriate,
extend the period for another two years besides the period stated herein.

(3) Nothing contained in this section shall apply to the shares of such
companies or class of companies as may be notified by the Commission.

73. Issue of duplcate certificatesd (1) A duplicate of a certificate of
shares, or other securities, shall be issued by the company within thirty days from
the date of application if the original

(a) is proved to have been lost or destroyed, or

(b) having been defaced or wated or torn is surrendered to the
company.
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(2) The company, after making such inquiry as to the loss, destruction,
defacement or mutilation of the original, as it may deem fit to make, shall,
subject to such terms and conditions, if any, as it ommgsider necessary, issue
the duplicate:

Provided that the company may charge fee and the actual expenses
incurred on such inquiry.

(3) If the company for any reasonable cause is unable to issue
duplicate certificate, it shall notify this fact, alomith the reasons within twenty
days from the date of the application, to the applicant.

(4) Any violation of this section shall be an offence liable to a penalty
of level 1 on the standard scale.

(5) If a company with intent to defraud, issues alidape certificate
thereof, the company shall be punishable with fine which may extend to one
hundred thousand rupees and every officer of the company who is in default shall
be punishable with imprisonment for a term which may extermh&chundred
and eighty days, or with fine which may extend to fifty thousand rupees, or with
both.

TRANSFER OF SHARES AND OTHER SECURITIES

74. Transfer of shares and other securitie® (1) An application for
registration of transfer of shares and other transferable isesualong with
proper instrument of transfer duly stamped and executed by the transferor and the
transferee may be made to the company either by the transferor or the transferee,
and subject to the provisions of this section, the company shall witteerfi
days after the application for the registration of the transfer of any such
securities, complete ¢hprocess ardid

(&) ensure delivery of the certificates to the transferee at his registered
address; and

(b) enter in its register of members the name otrthesferee:

Provided that in case of conversion of physical shares and other
transferable securities into boektry form, the company shall, within
ten days after an application is made for the registration of the transfer of
any shares or other secigé to a central depository, register such
transfer in the name of the central depository:
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Provided further that nothing in this section shall apply to any
transfer of shares or other securities pursuant to a transaction executed on
the securities exchge.

(2) Where a transfer deed is lost, destroyed or mutilated before its
lodgment, the company may on an application made by the transferee and
bearing the stamp required by an instrument of transfer, register the transfer of
shares or other securitidsthe transferee proves to the satisfaction of the board
that the transfer deed duly executed has been lost, destroyed or mutilated:

Provided that before registering the transfer of shares or other securities,
the company may demand such indemnityt asaly think fit.

(3) All references to the shares or other securities in this section, shall
in case of a company not having share capital, be deemed to be references to
interest of the members in the company.

(4) Every company shall maintain at itsgistered office a register of
transfers of shares and other securities and such register shall be open to
inspection by the members and supply of copy thereof in the manner stated in
section 124.

(5) Nothing in subsection (1) shall prevent a companym registering
as shareholder or other securities holder a person to whom the right to any share
or security of the company has been transmitted by operation of law.

(6) Any violation of this section shall be an offence liable to a penalty
of level 2on the standard scale.

75. Board not to refuse transfer of share€h The board shall not
refuse to transfer any shares or securities unless the transfer deed is, for any
reason, defective or invalid:

Provided that the company shall within fifteen slagr, where the
transferee is a central depository, within five days from the date on which the
instrument of transfer was lodged with it notify the defect or invalidity to the
transferee who shall, after the removal of such defect or invalidity, be=drittl
re-lodge the transfer deed with the company:

Provided further that the provisions of this section shall, in relation to a
private company, be subject to such limitations and restrictions as may have been
imposed by the articles of such company.

76. Restriction on transfer of shares by the members of a private
company.d (1) Notwithstanding anything contained in section 75, a member of a
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private company desirous of selling any shares held by him, shall intimate to the
board of his intention throughnotice.

(2) On receipt of such notice, the board shall, within a period of ten
days, offer those shares for sale to the members in proportion to their existing
shareholding:

Provided that a private company may transfer or sell its shares in ammorda
with its articles of association and agreement among the shareholders, if any, entered
into prior to the commencement of this Act

Provided further that any such agreement will be valid only if it is filed
with the registrar within ninety days ofeftommencement of this Act

(3) The letter of offer for sale specifying the number of shares to which
the member is entitled, price per share and specifying the time limit, within
which the offer, if not accepted, be deemed as declined, shall be degppaicthe
members through registered post or courier or through electronic mode.

(4) If the whole or any part of the shares offered is declined or is not
taken, the board may offer such shares to the other members in proportion to
their shareholding.

(5) If all the members decline to accept the offer or if any shares are
left over, the shares may be sold to any other person as determined by the
member, who initiated the offer.

(6) For the purpose of this section, the mechanism to determine the
price of shares shall be such, as may be specified.

77. Notice of refusal to transferd (1) If a company refuses to register
a transfer of any shares or other securities, the company shall, within fifteen days
after the date on which the instrument of tfansvas lodged with the company,
send to the transferee notice of the refusal indicating reasons for such refusal:

Provided that failure of the company to give notice of refusal after the
expiry of the period mentioned in this section or section 75] Sleatleemed
refusal of transfer.

(2) Any violation of this section shall be an offence liable to a penalty
of level 2 on the standard scale.

78. Transfer to successoiin-interest.d The shares or other securities
of a deceased member shall be tramste on application duly supported by
succession certificate or by lawful award, as the case may be, in favour of the
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successors to the extent of their interests and their names shall be entered in the
register of members.

79. Transfer to nominee of adeceased membed. (1) Notwithstanding
anything contained in any other law for the time being in force or in any disposition
by a member of a company of his interest represented by the shares heldabyahim
member of the company, a person may on acquiriteyest in a company as
member, represented by shares, at any time after acquisition of such interest
deposit with the company a nomination conferring on a person the right to
protect the interest of the legal heirs in the shares of the deceased ienthefev
his death, as a trustee and to facilitate the transfer of shares to the legal heirs of
the deceased subject to succession to be determined under the Islamic law of
inheritance and in case of a Abluslimmembers, as per their respective law.

(2) The person nominated under this section shall, after the death of the
member, be deemed as a member of company till the shares are transferred to the
legal heirs and if the deceased was a director of the company, not being a listed
company, the nominee dhalso act as director of the company to protect the
interest of the legal heirs.

(3) The person to be nominated under this section shall not be a person
other than the relatives of the member, namely, a spouse, father, mother, brother,
sister and sonralaughter.

(4) The nomination as aforesaid, shall in no way prejudice the right of
the member making the nomination to transfer, dispose of or otherwise deal in
the shares owned by him during his lifetime and, shall have effect in respect of
the shareswned by the said member on the day of his death.

80. Appeal against refusal for registration of transferd (1) The
transferor or transferee, or the person who gives intimation of the transmission by
operation of law, as the case may be, aggrieved doyatusal of transfer under
section 75 to 79 may appeal to the Commission within a period of sixty days of
the date of refusal.

(2) The Commission shall, provide opportunity of hearing to the parties
concerned and may, by an order in writing, direct thattransfer or transmission
should be registered by the company and the company shall give effect to the
decision within fifteen days of the receipt of the order.

(3) The Commission may, in its aforesaid order, give such incidental
and consequential iictions as to the payment of costs or otherwise as it deems
fit.
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(4) If default is made in giving effect to the order of the Commission
within the period specified in stdection (2), every director and officer of the
company shall be liable to a pewatif level 3 on the standard scale.

COMMISSION, DISCOUNT AND PREMIUM

81. Application of premium received on issue of shared (1) If a
company issues shares at a premium, whether for cash or otherwise, a sum equal
to the aggregate amount or the valdgh® premiums on those shares must be
transferred to an account, call@tie share premium accoont

(2) Where, on issuing shares, a company has transferred a sum to the
share premium account,may use that sum to write 6éff

(&) the preliminary expenseof the company;

(b) the expenses of, or the commission paid or discount allowed on,
any issue of shares of the company; and

(c) in providing for the premium payable on the redemption of any
redeemable preference shares of the company.

(3) The company maylso use the share premium account to issue
bonus shares to its members.

82. Power to issue shares at a discoudt.() Subject to the
provisions of this section, it shall be lawful for a company to issue shares in the
company at a discount:

Provided tlatd

(&) the issue of shares at a discount must be authorised by special
resolution passed in the general meeting of the company;

(b) the resolution must specify the number of shares to be issued, rate
of discount, not exceeding the limits permissible underghddion
and price per share proposed to be issued,;

(c) in case of listed companies discount shall only be allowed if the
market price is lower than the par value of the shares for a
continuous period of past ninety trading days immediately
preceding the datof announcement by the board; and

(d) the issue of shares at discount must be sanctioned by the
Commission:
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Provided further that approval of the Commission shall not be
required by a listed company for issuing shares at a discount if the
discounted prie is not less than ninety percent of the par value;

(e) no such resolution for issuance of shares at discount shall be
sanctioned by the Commission if the offer price per share, specified
in the resolution, is less than

(i) in case of listed companies, ninetyerpent of volume
weighted average daily closing price of shares for ninety days
prior to the announcement of discount issue; or

(i) in case of other than listed companies, the breakup value per
share based on assets (revalued not later than 3 years) or per
share value based on discounted cash flow:

Provided that the calculation arrived at, for the purpose of sub
clause (i) or (ii) of clause (e) above, shall be certified by the
statutory auditor;

(f) directors and sponsors of listed companies shall be required t
subscribe their portion of proposed issue at volume weighted
average daily closing price of shares for ninety days prior to the
announcement of discount issue;

(g) not less than three years have elapsed since the date on which the
company was entitled to gonence business;

(h) the share at a discount must be issued within sixty days after the
date on which the issue is sanctioned by the Commission or within
such extended time as the Commission may allow.

(2) Where a company has passed a special resolutithorising the
issue of shares at a discount, it shall apply to the Commission where applicable,
for an order sanctioning the issue. The Commission on such application may, if,
having regard to all the circumstances of the case, thinks proper so to @, mak
an order sanctioning the issue of shares at discount subject to such terms and
conditions as it deems fit.

(3) Issue of shares at a discount shall not be deemed to be reduction of
capital.

(4) Every prospectus relating to the issue of shares, amye
statement of financial position issued by the company subsequent to the issue of
shares, shall contain particulars of the discount allowed on the issue of the shares.
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(5) Any violation of this section shall be an offence liable to a penalty
of level 3 on the standard scale.

83. Further issue of capitald (1) Where the directors decide to
increase share capital of the company by issue of further share capital, such
shares shall be offered:

(@) to persons who, at the date of the offer, are members eof th
company in proportion to the existing shares held by sending a
letter of offer subject tahe following conditions, namely

(i) the shares so offered shall be strictly in proportion to the
shares already held in respective kinds and classes;

(i) the letter ofoffer shall state the number of shares offered and
limiting a time not being less than fifteen days and not
exceeding thirty days from the date of the offer within which
the offer, if not accepted, shall be deemed to have been
declined;

(i) in the case of adted company any member, not interested to
subscribe, may exercise the right to renounce the shares
offered to him in favour of any other person, before the date
of expiry stated in the letter of offer; and

(iv) if the whole or any part of the shares offer@dder this
section is declined or is not subscribed, the directors may allot
such shares in such manner as they may deem fit within a
period of thirty days from the close of the offer as provided
under sukclause (ii) above or within such extended time not
exceeding thirty day with the approval of the Commission:

Provided that a public company may reserve a certain
percentage of further issue for its employees under
AEmMployees Stock Option Sche be approved by the
Commission in accordance with theopedure and on such
conditions as may be specified.

(b) subject to approval of the Commission, to any person, in the case of
public company on the basis of a special resolution either for cash
or for a consideration other than cash:

Provided that the valuef noncash asset, service, intellectual
property shall be determined by a valuer registered by the Commission.
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(2) The letter of offer referred to in stdbause (ii) of clause (a) of sub
section (1) duly signed by at least two directors shall be tdispd through
registered post or courier or through electronic mode to all the existing members,
ensuring that it reaches the members before the commencement of period for the
acceptance of offer.

(3) A copy of the letter of offer, referred to in sabction (2) shall,
simultaneously with the dispatch to the members, be sent to the registrar.

(4) Notwithstanding anything contained in this section, where loan has
been obtained from any Government by a public sector company, and if that
Government casiders it necessary in the public interest so to do, it may, by
order, direct that such loan or any part thereof shall be converted into shares in
that company, on such terms and conditions as appear to the Government to be
just and reasonable in the cinastances of the case even if the terms of such loan
does do not include the option for such conversion.

(5) In determining the terms and conditions of conversion under sub
section (4), the Government shall have due regard to the financial positian of th
public sector company, the terms of the rate of interest payable thereon and such
other matters as it may consider necessary.

(6) Notwithstanding anything contained in this Act or any other law for
the time being in force or the memorandum and adiclvhere the authorised
capital of a company is fully subscribed, or the-subscribed capital is
insufficient, the same shall be deemed to have been increased to the extent
necessary for issue of shares to the Government, a scheduled bank or financial
institution in pursuance of any obligation of the company to issue shares to such
scheduled bank or financial institution.

(7) In case shares are allotted in terms of-sedtion (6), the company
shall be required to file the notice of increase in shapétal along with the fee
prescribed for such increase with the registrar within the period prescribed under
this Act:

Provided that where default is made by a company in complying with the
requirement of filing a notice of increase in the authorisedtalamder this Act
as well as the fee to be deposited on the authorised capital as deemed to have
been increased, the Government, scheduled bank or the financial institution to
whom shares have been issued may file notice of such increase with tharegistr
and such notice shall be deemed to have been filed by the company itself and the
Government, scheduled bank or financial institution shall be entitled to recover
from the company the amount of any fee paid by it to the registrar in respect of
such incrase.
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(8) Any violation of this section shall be an offence liable to a penalty
of level 2 on the standard scale.

INVITATION OF DEPOSITS

84. Prohibition on acceptance of deposits from publi@ (1) On and
after the commencement of this Act, no compahall invite, accept or renew
deposits from the public:

Provided that nothing in this stgection shall apply to a banking
company and such other company or class of companies or such deposits as the
Commission may, notify in this behalf.

Explanation.d For the purposes of this sectiofijeposidb means any
deposit of money with, and includes any amount borrowed by, a company, but
shall not include a loan raised by issue of debentures or a loan obtained from a
banking company or financial institution or advance against sale of goods or
provision of services in the ordinary course of business.

(2) Where a company accepts or invites, or allows or causes any other
person to accept or invite on its behalf, any depak#, company shall be
punishablé

(@) where such contravention relates to the acceptance of any deposit,
with penalty which shall not be less than the amount of the deposit
so accepted; and

(b) where such contravention relates to the invitation for any deposit,
shall be liable to a penalty of lev&lon the standard scale.

(3) In addition to the fine on the company under-sabtion (2), every
officer of the company which is in default shall be punishable with imprisonment
for a term which may extend to two years and shall also be liable tavfiroh
may extend to five million rupees.

85. Power of company to alter its share capitad (1) A company
having share capital may, if so authorised by its articles, alter the conditions of its
memorandum through a special resolution, so-as to

(a) increaseits authorised capital by such amount as it thinks
expedient;

(b) consolidate and divide the whole or any part of its share capital into
shares of larger amount than its existing shares;
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(c) subdivide its shares, or any of them, into shares of smaller amount
than is fixed by the memorandum:

(d) cancel shares which, at the date of the passing of the resolution in
that behalf, have not been taken or agreed to be taken by any
person, and diminish the amount of its share capital by the amount
of the share so cancetle

Provided that, in the event of consolidation or-dulision of
shares, the rights attaching to the new shares shall be strictly
proportional to the rights attached to the previous shares so
consolidated or subivided:

Provided further that, wdre any shares issued are of a class
which is the same as that of shares previously issued, the rights
attaching to the new shares shall be the same as those attached to
the shares previously held.

(2) The new shares issued by a company shall pankpassuwith the
existing shares of the class to which the new shares belong in all matters,
including the right to such bonus or right issue and dividend as may be declared
by the company subsequent to the date of issue of such new shares.

(3) A cancdiation of shares in pursuance of ssdxtion (1) shall not be
deemed to be a reduction of share capital within the meaning of this Act.

(4) The company shall file with the registrar notice of the exercise of
any power referred to in stdection (1) vithin fifteen days from the exercise
thereof.

(5) Any violation of this section shall be an offence liable to a penalty
of level 1 on the standard scale.

86. Prohibition of purchase by company or giving of loans by it for
purchase of its shares(l) No company having a share capital, other than a
listed company shall have power to buy its own shares.

(2) No public company or a private company being subsidiary of a
public company shall give financial assistance whether directly or indirectly for
the purpose of, or in connection with, a purchase or subscription made or to be
made, by any person of any shares in the company or in its holding company.

(3) Nothing in subsection @) shall apply td

(@) the lending of money by a banking company in thdinary course
of its business;
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(b) the provision by a company of money in accordance with any
scheme approved by company through special resolution and in
accordance with such requirements as may be specified, for the
purchase of, or subscription for sharethi@ company or its holding
company, if the purchase of, or the subscription for, the shares held
by a trust for the benefit of the employees or such shares held by
the employee of the company;

(c) the provision or securing an advance to any of its employees,
including a chief executive who, before his appointment as such,
was not a director of the company, but excluding all directors of the
company, for purchase of shares of the company or of its subsidiary
or holding company.

(4) Any violation of this setion shall be an offence liable to a penalty
of level 1 on the standard scale.

87. Subsidiary company not to hold shares in its holding
company.d (1) No company shall, either by itself or through its nominees, hold
any shares in its holding company amaholding company shall allot or transfer
its shares to any of its subsidiary companies and any such allotment or transfer of
shares of a company to its subsidiary company shall be void:

Provided that a subsidiashall not be barreéd

(a) from acting as arustee unless its holding company is beneficially
interested under the trust; and

(b) from dealing in shares of its holding company in the ordinary
course of its business, on behalf of its clients only subject te non
provision of any financial assistance wheuch subsidiary carries
on abona fidebusiness of brokerage:

Provided further that a subsidiary dealing in shares of its
holding company in the ordinary course of its brokerage business,
shall not exercise the votingyhts attached to such shares:

Provided also that the provisions of this section shall not be
applicable where such shares are held by a company by operation
of law.

(2) Any violation of this section shall be an offence liable to a penalty
of level 2 on the standard scale.
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88. Power of a company to purchase its own shares (1)
Notwithstanding anything contained in this Act or any other law, for the time
being in force, or the memorandum and articles, a listed company may, subject to
the provisions of this section and the regola specified in this behalf,
purchase its own shares.

(2) The shares purchased by the company may, in accordance with the
provisions of this section and the regulations, either be cancelled or held as
treasury shares.

(3) The shares held by thempany as treasury shares shall, as long as
they are so held, in addition to any other conditions as may be specified, be
subject tole following conditions, namely

(a) the voting rights of these shares shall remain suspended; and

(b) no cash dividend shall lmaid and no other distribution, whether in
cash or otherwise of the compdry assets, including any
distribution of assets to members on a winding up shall be made to
the company in respect of these shares:

Provided that nothing ithis subsection shalprevend

(&) an allotment of shares as fully paid bonus shares in respect of the
treasury shares; and

(b) the payment of any amount payable on the redemption of the
treasury shares, if they are redeemable.

(4) The board shall recommend to the membershage of the shares.
The decision of the board shall clearly specify the number of shares proposed to
be purchased, purpose of the purchasecancellation or holding the shares as
treasury shares, the purchase price, period within which the purchakéeshal
made, source of funds, justification for the purchase and effect on the financial
position of the company.

(5) The purchase of shares shall be made only under authority of a
special resolution.

(6) The purchase of shares shall be made witlgaraod as specified in
the regulations.

(7) The proposal of the board to purchase sharal§ sim conclusion of
the boar@ meeting, be communicated to the Commission and to the securities
exchange on which shares of the company are listed.
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(8) The purchase of shares shall always be made in cash and shall be
out of the distributable profits or reserves specifically maintained for the purpose.

(9) The purchase of shares shall be made either through a tender offer
or through the securities exchangs may be specified.

(10) The company may dispose of the treasury shares in a manner as
may be specified.

(11) Where a purchase of shares has been made under this section, the
company shall maintain a register of shares so purchased and entier tteere
following particulars, namefy

(&) number of shares purchased;

(b) consideration paid for the shares purchased,;

(c) mode of the purchase;

(d) the date of cancellation or-iesuance of such shares;

(e) number of bonus shares issued in respect of treasury shades; a

() number and amount of treasury shares redeemed, if redeemable.

(12) Any violation of this section shall be an offence liable to a penalty
of level 3 on the standard scaled shall also be individually and severally liable
for any or all losses oragnages arising out of such contravention.

REDUCTION OF SHARE CAPITAL

89. Reduction of share capitald Subject to confirmation by the

Court a company limited by shares, if so authorised by its articles, may by special

resolution reduce its share capitahny way, namely

(@) cancel any paidip share capital which is lost or-tepresented by
available assets;

(b) pay off any paielip share capital which is in excess of the needs of
the company.

90. Objection by creditors and settlement of list of objecting
creditors.d (1) Where the proposed reduction of share capital involvie
payment to any shareholder of any pafdshare capital, and in any other case if
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the Court so directs, every creditor of the company who is entitled to any debt or
claim, shall beentitled to object to the reduction.

(2) The Court shall settle a list of creditors so entitled to object, and for
that purpose shall ascertain, as far as possible without requiring an application
from any creditor, the names of those creditors anchtttere and amount of
their debts or claims, and may publish notices fixing a period within which
creditors not entered on the list are to claim to be so entered or are to be excluded
from the right of objecting to the reduction.

91. Power to dispense with consent of creditor on security being
given for his debtd Where a creditor entered on the list of creditors whose debt
or claim is not discharged or determined does not consent to the reduction, the
Court may, if it thinks fit, dispense with the consefitthat creditor, on the
company securing payment of his debt or claim by appropriating as the Court
may direct, the following amount, that is to say

(a) if the company admits the full amount of his debt or claim, or,
though not admitting it, is willing tgrovide for it, then the full
amount of the debt or claim; and

(b) if the company does not admit or is not willing to provide for the
full amount of the debt or claim, or if the amount is contingent or
not ascertained, then an amount fixed by the Court dftelike
inquiry, and adjudication as if the company were being wound up
by the Court.

92. Order confirming reduction.d If the Court is satisfied with
respect to every creditor of the company who under this Act is entitled to object
to the reduction thagither his consent to the reduction has been obtained or his
debt or claim has been discharged or has been determined or has been secured,
the Court may make an order confirming the reduction on such terms and
conditions as it thinks fit.

93. Registration of order of reduction.d (1) The registrar on the filing
with him of a certified copy of order of the Court confirming the reduction of the
share capital of the company, shall register the same.

(2) A resolution for reducing share capital as confirrbgdan order of
the Court registered under sgéction (1) shall take effect on such registration
and not before.

(3) The registrar shall certify under his hand the registration of the
order and his certificate shall be conclusive evidence that alethgrements of
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this Act with respect to reduction of share capital have been complied with, and
that the share capital of the company is such as is stated in the order.

94. Liability of members in respect of reduced share$ (1) A
member of the companyast or present, shall not be liable in respect of any
share to any call or contribution exceeding in amount the difference, if any,
between the amount paid, or, as the case may be, the received amount, if any,
which is to be deemed to have been paid,enghare and the amount of the
share as fixed by the order:

Provided that, if any creditor, entitled in respect of any debt or claim to
object to the reduction of share capital, is, by reason of his ignorance of the
proceedings for reduction, or of theiature and effect with respect to his claim
not entered on the list of creditors, and, after the reduction, the company is
unable, within the meaning of the provisions of this Act with respect to winding
up by the Court, to pay the amount of his deltlaim, thed

(@) every person who was a member of the company at the date of the
registration of the order for reduction shall be liable to contribute
for the payment of that debt, or claim an amount not exceeding the
amount which he would have been liable dontribute if the
company had commenced to be wound up on the day before that
registration; and

(b) if the company is wound up, the Court on the application of any
such creditor and proof of his ignorance as aforesaid, may, if it
thinks fit, settle accordirlg a list of persons so liable to contribute,
and make and enforce calls and orders on the contributories settled
on the list as if they were ordinary contributories in a winding up.

(2) Nothing in this section shall effect the rights of the contribeso
among themselves.

95. Penalty on concealment of name of creditod If any officer of
the company conceals the name of any creditor entitled to object to the reduction,
or willfully misrepresents the nature or amount of the debt or claim of any
credtor, or if any officer of the company abets any such concealment or
misrepresentation as aforesaid, every such officer shall be punishable with
imprisonment for a term which may extend to one year, or with fine which may
extend to five million rupees, oritl both.

96. Publication of reasons for reductiond In the case of reduction of
share capital, the Court may require the company to publish in the manner
specified by the Court the reasons for reduction, or such other information in
regard thereto as ¢hCourt may think expedient with a view to giving proper
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information to the public, and, if the Court thinks fit, the causes which led to the
reduction.

97. Increase and reduction of share capital in case of a company
limited by guarantee having a shae capitald A company limited by
guarantee may, if it has a share capital and is so authorised by its articles,
increase or reduce its share capital in the same manner and on the same
conditions subject to which a company limited by shares may increasdumer
its share capital under the provisions of this Act.

UNLIMITED LIABILITY OF DIRECTORS

98. Limited company may have directors with unlimited liability.d
(1) In a limited company, the liability of the directors or of any director may, if
so provideddy the memorandum, be unlimited.

(2) In a limited company in which the liability of any director is
unlimited, the directors of the company, if any, and the member who proposes a
person for election or appointment to the office of director, shall adtato
proposal a statement that the liability of the person holding that office will be
unlimited and the promoters and officers of the company, or one of them shall,
before that person accepts the office or acts therein, give him notice in writing
that hs liability will be unlimited.

(3) Any violation of this section shall be an offence liable to a penalty
of level 1 on the standard scale and shall also be liable for any damage which the
person so elected or appointed may sustain from the defauthebliability of
the person elected or appointed shall not be affected by the default.

99. Special resolution of limited company making liability of directors
unlimited.0 A limited company, if so authorised by its articles, may, by special
resolution, akr its memorandum so as to render unlimited the liability of its
directors or of any director:

Provided that an alteration of the memorandum making the liability of
any of the directors unlimited shall not apply, without his consent, to a director
who was holding the office from before the date of the alteration, until the expiry
of the term for which he was holding office on that date.

PART VI
REGISTRATION OF MORTGAGES, CHARGES , ETC.

100. Requirement to register amortgage or charged (1) A company
that creates a mortgage or charge to which this section applies must file the
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specified particulars of the mortgage or charge, together with a copy of the
instrument, if any, verified in the specified manner, by which the mortgage or
charge is created or ieenced, with the registrar for registration within a period
of thirty days beginning with the day after the date of its creation:

Provided that

(@) in the case of a mortgage or charge created out of Pakistan
comprising solely property situated outside iB&i, thirty days
after the date on which the instrument or copy could, in due course
of post, and if dispatched with due diligence, have been received in
Pakistan shall be substituted for thirty days after the date of the
creation of the mortgage or clgar as the time within which the
particulars and instrument or copy are to be filed with the registrar;
and

(b) in case the mortgage or charge is created in Pakistan but comprises
property outside Pakistan, a copy of the instrument creating or
purporting to ceate the mortgage or charge verified in the specified
manner may be filed for registration notwithstanding that further
proceedings may be necessary to make the mortgage or charge
valid or effectual according to the law of the country in which the
propery is situate:

Provided further that any subsequent registration of a mortgage or
charge shall not prejudice any right acquired in respect of any property
before the mortgage or charge is actually registered.

(2) This sectionpplies to the followingharge8

(a) a mortgage or charge on any immovable property wherever situate,
or any interest therein; or

(b) a mortgage orcharge for the purposes of securing any issue of
debentures;

(c) amortgage orcharge on book debts of the company;

(d) a floating charge ome undertaking or property of the company,
including stockin-trade; or

(e) acharge on a ship or aircraft, or any share in a ship or aircraft;

() acharge on goodwill or on any intellectual property;
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(g) a mortgage or charge or pledge, on any movable propertyeof t
company;

(h) a mortgage or charge or other interest, based on agreement for the
issue of any instrument in the nature of redeemable capital; or

() a mortgage or charge or other interest, based on conditional sale
agreement, namely, lease financing, {pitechase, sale and lease
back, and retention of title, for acquisition of machinery, equipment
or other goods:

Provided that where a negotiableinstrumenthas been given to
securethe paymentof any book debtsof a company,the depositof the
instrumentfor the purposeof securingan advanceo the companyshall
not for the purposeof this subsectionbe treatedasa mortgageor charge
onthosebookdebts.

Explanation.d For the purposesof this Act ficharged includes
mortgageor pledge.

(3) The registrar Isall, on registration of a mortgage or charge under
subsection (1) issue a certificate of registration under his signatures or
authenticated by his official seal in such form and in such manner as may be
specified.

(4) The provisions of this sectionlaging to registration shall apply to
a company acquiring any property subject to a mortgage or charge.

(5) Notwithstanding anything contained in any other law for the time
being in force, no mortgage or charge created by a company shall be taken into
account by the liquidator or any other creditor unless it is duly registered under
subsection (1) and a certificate of registration of such charge is given by the
registrar under subection (3).

(6) Nothing in subksection (5) shall prejudice any contrac obligation
for repayment of the money thereby secured.

(7) Where any mortgage or charge on any property or assets of a
company or any of its undertakings is registered under this section, any person
acquiring such property, assets, undertakings ast tfhereof or any share or
interest therein shall be deemed to have notice of the mortgage or charge from
the date of such registration.

101. Particulars in case of series of debentures entitling holders
pari passud Where a series of debentures camitag, or giving by reference to
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any other instrument, any charge to the benefit of which the debdmigders of

that series are entitlgqohri passuis created by a company, it shall be sufficient

for the purposes of section 100 if there are filed with ibgistrar within thirty

days after the execution of the deed containing the charge or, if there is no such
deed, after the execution of any debentures of the segeflithwing particulars,
namely

(a) the total amount secured by the whole series;

(b) the dates of the resolutions authorising the issue of the series and
the date of the covering deed, if any, by which the security is
created or defined,

(c) ageneral description of the property charged; and
(d) the names of the trustees, if any, for the debeftdders;

together with a copy of the deed verified in the specified manner containing the
charge:

Provided that, where more than one issue is made of debentures in the
series, there shall be filed with the registrar for entry in the register partictilars o
the date and amount of each issue, but an omission to do this shall not affect the
validity of the debentures issued.

102. Register of charges to be kept by registrad (1) The registrar
shall, in respect of every company, keep a register containiigytars of the
charges registered under this Part in such form and in such manner as may be
specified

(2) A register kept in pursuance of this section shall be open to inspection
by a person on payment of such fees as may be prescribed.

103. Index to register of mortgages and charged The registrar shall
keep a chronological index, in the form, containing such particulars, as may be
specified, of the mortgages or charges registered with him under the company
law.

104. Endorsement of certificate of registration on debenture or
certificate of debenture stockd The company shall cause a copy of every
certificate of registration given under section 100 to be endorsed on every
debenture or certificate of debenture stock which is issued by the compény a
the payment of which is secured by the mortgage or charge so registered:



256 THE GAZETTE OF PAKISTAN, EXTRA., MAY 31, 2017 [PART I

Provided that in case the certificate of debenture or debenture stock is
issued in the boekntry form, appropriate disclosure in pursuance of this section
shall be made in theanner as may be specified:

Provided further that nothing in this section shall be construed as
requiring a company to cause a certificate of registration of any mortgage or
charge so given, to be endorsed on any debenture or certificate of debenkure stoc
which has been issued by the company before the mortgage or charge was
created.

105. Duty of company and right of interested party as regards
registration.d (1) It shall be the duty of a company to file with the registrar for
registration the specifiegarticulars of every mortgage or charge created by the
company and of the issue of debentures of a series, requiring registration under
section 100, but registration of any such mortgage or charge may be effected on
the application of any person interestiedrein.

(2) Where the registration is affected on the application of some person
other than the company, that person shall be entitled to recover from the
company the amount of any fees properly paid by him to the registrar on the
registration.

106. Modification in the particulars of mortgage or charged
Whenever the terms or conditions or extent or operation of any mortgage or
charge registered under this Part are modified, it shall be the duty of the company
to send to the registrar the particulafssuch modification together with a copy
of the instrument evidencing such madification verified in the specified manner,
and the provisions of this Part as to registration of mortgage or charge shall apply
to such modification of the mortgage or chargaforesaid.

107. Copy of instrument creating mortgage or charge to be kept at
registered officed Every company shall cause a copy of every instrument
creating any mortgage or charge requiring registration under this Part and of
every instrument evideimg modification of the terms or conditions thereof, to
be kept at the registered office of the company.

108. Rectification of register of mortgagesd (1) The Cormission on
being satisfied that

(@) the omission to file with the registrar the particulars aofy
mortgage or charge or any modification therein within the time
required by section 100 or 101, as the case may be; or

(b) the omission or mistatement of any particular with respect to any
such mortgage or charge;
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was accidental or due to inadvertenceéoosome other sufficient cause, or is not

of a nature to prejudice the position of creditors or shareholders of the company,
or that on other grounds it is just and equitable to grant relief, may, on the
application of the company or any person inteckstad, on such terms and
conditions as seem to the Commission just and expedient, order that the time for
filing the required particulars be extended, or, as the case may be, that the
omission or misstatement be rectified, and may make such order a® toofts

of the application as it thinks fit.

(2) A copy of the order passed under this section duly certified by the
Commission or its authorised officer shall be forwarded to the concerned
registrar within seven days from the date of the order.

(3) Where the Commission extends the time for the registration of a
mortgage or charge, the order shall not prejudice any rights acquired in respect of
the property concerned prior to the time when the mortgage or charge is actually
registered.

109. Company to report satisfaction of charged (1) A company
shall give intimation to the registrar in the manner specified, of the payment or
satisfaction, in full, of any mortgage or charge created by it and registered under
this Part, within a period of thirty dayfrom the date of such payment or
satisfaction.

(2) The registrar shall, on receipt of intimation under-sabtion (),
cause a notice to be sent to the holder of the mortgage or charge calling upon him
to show cause within such time not exceedingtien days, as may be specified
in such notice, as to why payment or satisfaction in full shall not be recorded as
intimated to the registrar, and if no cause is shown, by such holder of the
mortgage or charge, the registrar shall accept the memorandsatisiaction
and make an entry in the register of charges kept by him under section 102:

Provided that the notice referred to in this -selstion shall not be
required if a no objection certificate on behalf of the holder of the mortgage or
charge is ftnished, alongyith the intimation to be submitted under sdetion (1).

(3) If any cause is shown, the registrar shall record a note to that effect
in the register of charges and shall inform the company.

(4) Nothing in this section shall be deemedaffect the powers of the
registrar to make an entry in the register of charges under section 102 or
otherwise than on receipt of an intimation from the company.

(5) If a company fails to file the particulars of satisfaction of mortgage
or charge whin the period specified under this section, the required particulars
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may be submitted with the additional fee, as may be specified and imposing the
penalty as specified in this Part.

110. Power of registrar to make entries of satisfaction and releasa i
absence of intimation from companyd The registrar may, on evidence being
given to his satisfaction with respect to any registered charge

(@) that the debt for which the charge was given has been paid or
satisfied in whole or in part; or

(b) that part of the perty or undertaking charged has been released
from the charge or has ceased to form part of the conipany
property or undertaking;

enter in the register of charges a memorandum of satisfaction in whole or in part,
or of the fact that part of the propeor undertaking has been released from the
charge or has ceased to form part of the comisaproperty or undertaking, as

the case may be, and inform the parties concerned, notwithstanding the fact that
no intimation has been received by him from the gany.

111. Punishment for contraventiond Any violation of this Part shall
be an offence liable to a penalty of level 1 on the standard scale.

112.Companyés register of mortgages and charge® (1) Every company
shall maintain a register of mortgagesl atmarges requiring registration under this
Part, in such form and in such manasrmay be specified and any violation under
this section shall be an offence punishable under this Act.

(2) The register of charges maintained under this section andpiesc
of instrument creating any mortgage and charge or modification thereof, kept in
pursuance of this part shall be open to inspection of

(@) any member or creditor of the company without fee; and

(b) any other person on payment of such fee as may be fixddeb
company for each inspection.

(3) The refusal of inspection of the said copies or the register shall be
an offence under this section and any person guilty of an offence under this
section shall be liable to a penalty of level 1 on the standald,sand every
officer of the company who knowingly authorises or permits the refusal shall
incur the like penalty, and in addition to the above penalty, the registrar may by
order compel an immediate inspection of the copies or register.
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(4) If any officer of the company authorises or permits the omission of
any entry required to be made in pursuance ofsgation (1), shall be liable to a
penalty of level 1 on the standard scale.

RECEIVERS AND MANAGERS

113. Registration of appointment of receiveror manager.d (1) Where
in order toensure enforcement of security of a compangroperty, a person
obtains an order for the appointment of a receiver or manager, or appoints such a
receiver or manager under any powers contained in any instrument, he shall
within seven days of the order or of the appointment under the powers contained
in the instrument, file a notice of the fact with the registrar.

(2) Where a person appointed as a receiver or manager under this
section ceases to act as such, the per¢unhad obtained the order or appointed
such a receiver or manager pursuant to the powers contained in any instrument
shall on ceasing of the receiver or manager, give the registrar a notice to that
effect within seven days.

(3) The registrar shall enteéhe fact of which he is given notice under
this section in the register of mortgages and charges.

(4) Any violation of subsections (1) and (2) shall be an offence liable
to a penalty of level 1 on the standard scale.

114. Filing of accounts of reeiver or managerd (1) Every receiver of
the property of a company who has been appointed under the powers contained
in any instrument, and who has taken possession, shall within thirty days of
expiry of everyone hundred and eighty days while he remains ipossession,
and also within thirty days on ceasing to act as receiver, file with the registrar an
abstract in the form specified of his receipts and payments during the period to
which the abstract relates, and shall also, within fifteen days of ceasaug as
receiver, file with the registrar notice to that effect, and the registrar shall enter
the natice in the register of mortgages and charges.

(2) Where a receiver of the property of a company has been appointed,
every invoice, order for goods, business letter issued by or on behalf of the
company or the receiver of the company, being a document on or in which the
name of the company appears, shall contain a statement that a receiver has been
appointed.

(3) The provisions of suBections (1pand (2) shall apply to any person
appointed to manage the property of a company under any powers contained in
an instrument in the same manner as they apply to a receiver so appointed.
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(4) Any contravention or default of this section by the receiweer,
person appointed to manage the property of the company referreddectian
(3), shall be an offence liable to a penalty of level 1 on the standard scale.

115. Disqualification for appointment as receiver or manage® The
following shall not be apgnted as a receiver or manager of the com@any
property, namely

(&) aminor,;

(b) a person who is of unsound mind and stands so declared by a
competent court;

(c) abody corporat&
(d) adirector of the company;

(e) an undischarged insolvent unless he is granteddday the court
by which he has been adjudged an insolvent; or

() a person disqualified by a Court from being concerned with or
taking part in the management of the company in any other way,
unless he is granted leave by the Court.

116. Application to Court.d (I) A receiver or manager of the compény
property appointed under the powers contained in any instrument may apply to
the Court for directions in relation to any particular matter arising in connection
with the performance of his functions, and og anch application the Court may
give such direction, or may make such order declaring the rights of persons
before the Court, or otherwise, as the Court thinks just.

(2) A receiver or manager of the compémyproperty appointed as
aforesaid shall, tdhe same extent as if he had been appointed by order of a Court
be personally liable on any contract entered into by him in the performance of his
functions, except in so far as the contract otherwise provides, and entitled in
respect of that liability tonidemnity out of the assets; but nothing in this-sub
section shall be deemed to limit any right to indemnity which he would have
apart from this sulsection, or to limit his liability on contracts entered into
without authority or to confer any right to ieehnity in respect of that liability.

117. Power of Court to fix remuneration of receiver or managetd
(1) The Court may, on an application made to it by the receiver or manager of the
property, by order fix the amount to be paid by way of remuneratioany
person who, under the power contained in an instrument, has been appointed as
receiver or manager of the compésproperty:
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Provided that the amount of remuneration shall not exceed such limits as
may be specified.

(2) The power of the Court uad subsection (1) shall, where no
previous order haseen made with respect ther@to

(@)

(b)

(€)

extend to fixing the remuneration for any period before the making
of the order or the application therefore;

be exercisable notwithstanding that the receiver or manaae
died or ceased to act before the making of the order or the
application therefore; and

where the receiver or manager has been paid or has retained for his
remuneration for any period before the making of the order any
amount in excess of that sedd for that period, extend to requiring

him or his representative to account for the excess or such part
thereof as may be specified in the order:

Provided that the power conferred by clause (c) shall not be

exercised as respects any period befoeentlaking of the application or
the order unless in the opinion of the Court there are special circumstances
making it proper for the power to be so exercised.

3)

The Court may from time to time, on an application made either by

the liquidator or by th receiver or manager, or by the registrar, vary or amend an
order made under stdection (1) and issue directions to the receiver respecting
his duties and functions or any other matter as it may deem expedient:

Provided that an order made under-sattion (1) shall not be varied so
as to increase the amount of remuneration payable to any person.

PART VII

MANAGEMENT AND ADMINISTRATION

118. Members of a companyd The subscribers to the memorandum of
association are deemed to have agreed to becambens of the company and
become members on its registration and every other person

(@)

(b)

to whom is allotted, or who becomes the holder of any class or kind
of shares; or

in relation to a company not having a share capital, any person who
has agreed to bec@ena member of the company;
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and whose names are entered; in the register of members, are members of the
company.

REGISTER AND INDEX OF MEMBERS

119. Register of membersd (1) Every company shall keep a register of
its members and any contravention or défan complying with requirement of
this section shall be an offence punishable under this Act.

(2) There must be entered in the register such particulars of each
member as may be specified.

(3) In the case of joint holders of shares or stock irompany, the
companys register of members shall state the names of each joint holder. In
other respects joint holders shall be regarded for the purposes of this Part as a
single member and the address of the person named first shall be entered in the
regider;

(4) A person guilty of an offence under this section shall be liable to a
penalty of level 1 on the standard scale.

120. Index of memberso (1) Every company having more than fifty
members shall keep an index of the names of the members of nipamg
unless the register of members is in such a form as to constitute in itself an index.

(2) The company shall make any necessary alteration in the index
within fourteen days after the date on which any alteration is made in the register
of members.

(3) The index shall contain, in respect of each member, a sufficient
indication to enable the account of that member in the register to be readily
found.

(4) A person guilty of an offence under this section shall be liable to a
penalty of level 1 o the standard scale.

121. Trust not to be entered on registel® No notice of any trust,
expressed, implied or constructive, shall be entered on the register of members of
a company, or be receivable by the registrar.

122. Register of debentureholders.d (1) Every company shall keep a
register of its debentwigolders and any contravention or default in complying
with requirement of this section shall be an offence punishable under this Act.
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(2) There must be entered in the register such particularsach
debentureholder as may be specified.

(3) This section shall not apply with respect to debentures which,
ex facie are payable to the bearer thereof.

(4) A person guilty of an offence under this section shall be liable to a
penalty of level Jon the standard scale.

123. Index of debentureholdersd (1) Every company having more
than fifty debenturdolders shall keep an index of the names of the debenture
holders of the company, unless the register of debehtlders is in such a form
as toconstitute in itself an index and any contravention or default in complying
with requirement of this section shall be an offence punishable under this Act.

(2) The company shall make any necessary alteration in the index
within fourteen days after thaate on which any alteration is made in the register
of debenturéholders.

(3) The index shall contain, in respect of each debetitalder, a
sufficient indication to enable the account of that debe#talder in the register
to be readily found.

(4) A person guilty of an offence under this section shall be liable to a
penalty of level 1 on the standard scale.

124. Rights to inspect and require copie® (1) The registers and the
index referred to in sections 119, 120, 122 and 123 shall, be topé&me
inspection of members or debentutedders during business hours, subject to
such reasonable restrictions, as the company may impose, so that not less than
two hours in each day be allowed.

(2) Inspection by any member or debentbodder of thecompany
shall be without charge, and in the case of any other person on payment of such
fee as may be fixed by the company for each inspection.

(3) Any person may require a certified copy of register and index or
any part thereof, on payment of such &s may be fixed by the company.

(4) The certified copies requested under this section shall be issued
within a period ofseven daysexclusive of the days on which the transfer book
of the company is closed.

(5) A person seeking to exercise eitluérthe rights conferred by this
section must make a request to the company to that effect.
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(6) The request must contain the followiimjormatiord
(a) inthe case of an individual, his name and address;

(b) in the case of an organisation, its name and addresslso of the
authorised person; and

(c) the purpose for which the information is to be used.

(7) Any refusal of inspection required under sdztion (1), or if any
copy required under stdection (3) is not issued within the specified period shall
be an offence and any person guilty of an offence under this section shall be
liable to a penalty of level 1 on the standard scale; and the registrar may by an
order compel an immediate inspection of the register and index or direct that
copies required shable sent to the persons requiring them.

125. Power to close registerd (1) A company may, on giving not less
than seven daggrevious notice close its register of members, or the part of it
relating to members holding shares of any class, for anydoerigperiods not
exceeding in the whole thirty days in each year:

Provided that the Commission may, on the application of the company
extend the period mentioned in ssixction (1), for a further period of fifteen
days.

(2) Inthe case of listed commg notice for the purposes of ssiction (1),
must be given by advertisement English and Urdu languagesat leastin one
issueeachof a daily newspapeof respectivdanguagehavingwide circulation

(3) The provision of this section shall also gpfor the purpose of
closure of register of debentdnelders of a company.

(4) Any contravention or default in complying with requirement of this
section shall be an offence liable to a penalty of level 2 on the standard scale.

126. Power of Court to rectify register.d (1) Ifd

(@) the name of any person is fraudulently or without sufficient cause
entered in or omitted from the register of members or register of
debentureholders of a company; or

(b) default is made or unnecessary delay takes place inrentn the
register of members or register of debentuwotders the fact of the
person having become or ceased to be a member or debenture
holder,;
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the person aggrieved, or any member or debeitolicker of the company, or the
company, may apply to the Qodor rectification of the register.

(2) The Court may either refuse the application or may order
rectification of the register on payment by the company of any damages sustained
by any party aggrieved, and may make such order as to costs asdlisorigsion
thinks fit.

(3) On any application under sigection (1) the Court may decide any
guestion relating to the title of any person who is a party to the application to
have his name entered in or omitted from the register, whether the queisemnm
between members or debenthadders or alleged members or debenrhgiglers, or
between members or alleged members, or debemblders or alleged debenture
holders, on th®ne hand and the company on the other hand; and generally may
decide anyguestion which it is necessary or expedient to decide for rectification
of the register.

(4) Where the Court has passed an order undersection (3) that
prima facieentry in or omission from, the register of members or the register of
debentureholders the name or other particulars of any person, was made
fraudulently or without sufficient cause, the Court may send a reference for
adjudication of offence under section 127 to the court as provided under section 482.

127. Punishment for fraudulent entries in and omission from
register.d Anyone who fraudulently or without sufficient cause enters in, or
omits from the register of members or the register of debehtlders the name
or other particulars of any person, shall be punishable with imprisdrforea
term which may extend to three years or with fine which may extend to one
million rupees, or with both.

128. Notice to registrar of rectification of register.d When it makes
an order for rectification of the register of members in respect ofanay
which is required by this Act to file a list of its members with the registrar, the
Court shall cause a copy of the order to be forwarded to the company and shall,
by its order, direct the company to file notice of the rectification with the
registra within fifteen days from the receipt of the order.

129. Register to be evidenc® The registers referred to in sections 119
and 122 shall bprima facieevidence of any matter which by this Act is directed
or authorised to be inserted therein.

130. Annual return.d (1) Every company having a share capital shall,
once in each year, prepare and file with the registrar an annual return containing
the particulars in a specified form as on the date of the annual general meeting or,
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where no such meeting leeld or if held is not concluded, on the last day of the
calendar year.

(2) A company not having a share capital shall in each year prepare and
file with the registrar a return containing the particulars in a specified form as on
the date of the annugeneral meeting or, where no such meeting is held or if
held is not concluded, on the last day of the calendar year.

(3) The return referred to in stdection (1) or suisection (2) shall be
filed with the registrar within thirty days from the date tbé annual general
meeting held in the year or, when no such meeting is held or if held is not
concluded, from the last day of the calendar year to which it relates:

Provided that, in the case of a listed company, the registrar may for
special reasons tnd the period of filing of such return by a period not
exceeding fifteen days.

(4) All the particulars required to be submitted under-sedtion (1)
and subsection (2) shall have been previously entered in one or more registers
kept by the companyof the purpose.

(5) Nothing in this section shall apply to a company, in case there is no
change of particulars in the last annual return filed with the registrar:

Provided that a company, other than a single member company or a
private company havingaid up capital of not more than three million rupees,
shall inform the registrar in a specified manner that there is no change of
particulars in the last annual return filed with the registrar.

(6) Any contravention or default in complying with recgrment of this
sedion shall be an offence lialdle

(&) in case of a listed company, to a penalty of level 2 on the standard
scale; and

(b) in case of any other company, to a penalty of level 1 on the standard
scale.

MEETINGS AND PROCEEDINGS

131. Statutory meeting of companyd (1) Every public company
having a share capital shall, within a periodook hundred and eighty days
from the date at which the company is entitled to commence business or within
nine months from the date of its incorporation ettgiver is earlier, hold a general
meeting of the members of the company, to be calledstiatutory meeting
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Provided that in case first annual general meeting of a company is
decided to be held earlier, no statutory meeting shall be required.

(@)

The notice of a statutory meeting shall be sent to the members at

least twentyone days before theatk fixed for the meeting alorwith a copy of
statutory report.

3)
(@)

(b)

(€)

(d)

(e)

(f)

(9)

The statitory report shall staée

the total number of shares allotted, distinguishshgres allotted
other than in cash, and stating the consideration for which they have
been allotted;

the total amount of cash received by the company in respect of all
the shares allotted:;

an abstract of the receipts of the company and of thengratg
made there out up to a date within fifteen days of the date of the
report, exhibiting under distinctive headings the receipts of the
company from shares and debentures and other sources, the
payments made there out, and particulars concerning thedeal
remaining in hand, and an account or estimate of the preliminary
expenses of the company showing separately any commission or
discount paid or to be paid on the issue or sale of shares or debentures;

the names, addresses and occupations of the atsecthief
executive, secretary, auditors and legal advisers of the company and
the changes, if any, which have occurred since the date of the
incorporation;

the particulars of any contract the modification of which is to be
submitted to the meeting fiis approval, together with the particulars
of the modification or proposed modification;

the extent to which underwriting contracts, if any, have been carried
out and the extent to which such contracts have not been carried
out, together with the reasofw their not having been carried out;
and

the particulars of any commission or brokerage paid or to be paid in
connection with the issue or sale of shares to any director, chief
executive, secretary or officer or to a private company of which he
is a drector;
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and certified by the chief executive and at least one director of the company, and
in case of a listed company also by the chief financial officer.

(4) The statutory report shall also contain a brief account of the state of
the compangs affairssince its incorporation and the business plan, including any
change or proposed change affecting the interest of shareholders and business
prospects of the company.

(5) The statutory report shall, so far as it relates to the shares allotted
by the compny, the cash received in respect of such shares and to the receipts
and payments of the company, be accompanied by a report of the auditors of the
company as to the correctness of such allotment, receipt of cash, receipts and
payments.

(6) The directos shall cause a comf the statutory report, alongith
report of the auditors as aforesaid, to be delivered to the registrar for registration
forthwith after sending the report to the members of the company.

(7) The directors shall cause a list shogvithe names, occupations,
nationality and addresses of the members of the company, and the number of
shares held by them respectively, to be produced at the commencement of the
meeting and to remain open and accessible to any member of the company
during e continuance of the meeting.

(8) The members of the company present at the meeting shall be at
liberty to discuss any matter relating to the formation of the company or arising
out of the statutory report, whether previous notice has been given, tuhoio
resolution of which notice has not been given in accordance with the articles may
be passed.

(9) The meeting may adjourn from time to time, and at any adjourned
meeting any resolution of which notice has been given in accordance with the
articles, either before or after the original meeting, may be passed, and an
adjourned meeting shall have the same powers as an original meeting.

(10) The provisions of this section shall not apply to a public company
which converts itself from a private compyaafter one year of incorporation.

(11) Any contravention or default in complying with requirement of this
sedion shall be an offence lialde

(a) in case of a listed company, to a penalty of level 2 on the standard
scale; and

(b) in case of any &er company, to a penalty of level 1 on the
standard scale.
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132. Annual general meetingd (1) Every company, shall hold, an
annual general meeting within sixteen months from the date of its incorporation
and thereafter once in every calendar year wighperiod ofone hundred and
twenty daysfollowing the close of its financial year:

Provided that, in the case of a listed company, the Commission, and, in
any other case, the registrar, may for any special reason extend the time within
which any annual@neral meeting, shall be held by a period not exceeding thirty
days.

(2) Anannual general meeting shall, in the case of a listed company, be
held in the town in which the registered office of the company is situate or in a
nearest city:

Provided thatat least seven days prior to the date of meeting, on the
demand of members residing in a city who hold at least ten percent of the total
paid up capital or such other percentage as may be specified, a listed company
must provide the facility of videolink to such members enabling them to
participate in its annual general meeting.

(3) The notice of an annual general meeting shall be sent to the
members and every person who is entitled to receive notice of general meetings
at least twentyne days befarthe date fixed for the meeting:

Provided that in case of a listed company, such notice shall be sent to
the Commission, in addition to its being dispatched in the normal course to
members and the notice shall also be published in English and Urdu
languages at least in one issue each of a daily newspaper of respective
language having nationwide circulation.

(4) Nothing in this section shall apply to a single member company.

(5) Any contravention or default in complying with requirement of this
sedion shall be an offence lialde

(@) in case of a listed company, to a penalty of level 2 on the standard
scale; and

(b) in case of any other company, to a penalty of level 1 on the
standard scale.

133. Calling of extra-ordinary general meetingd (1) All gereral
meetings of a company, other than the annual general meeting referred to in
section 132 and the statutory meeting mentioned in section 131, shall be called
extraordinary general meetings.
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(2) The board may at any time call an extrainary genelameeting
of the company to consider any matter which requires the approval of the
company in a general meeting.

(3) The board shall, at threquisition made by the membérs

(@) in case of a company having share capital, representing not less
than oneterth of the total voting power as on the date of deposit of
requisition; and

(b) in case of a company not having share capital, not less than one
tenth of the total members;

forthwith proceed to call an ext@dinary general meeting.

(4) The requisition kall state the objects of the meeting, be signed by
the requisitionists and deposited at the registered office of the company.

(5) If the board does not proceed within twentye days from the date
of the requisition being so deposited to cause atintedo be called, the
requisitionists, may themselves call the meeting, but in either case any meeting
so called shall be held withininety days from the date of the deposit of the
requisition.

(6) Any meeting called under stdection (5) by the redgitionists
shall be called in the same manner, as nearly as possible, as that in which
meetings are to be called by board.

(7) Any reasonable expenses incurred by the requisitionists in calling a
meeting under subection b) shall be reémbursed to lie requisitionists by the
company and the sums so paid shall be deducted from any fee or other
remuneration payable to such of the directors who were in default in calling the
meeting.

(8) Notice of an extrabrdinary general meeting shall be servedhi®
members in the manner provided for in section 55:

Provided that in case of a company other than listed, if all the members
entitled to attend and vote at any extraordinary general meeting so agree, a
meeting may be held at a shorter notice.

(9) Any contravention or default in complying with requirement of this
sedion shall be an offence lialde

(@) in case of a listed company, to a penalty of level 2 on the standard
scale; and
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(b) in case of any other company, to a penalty of level 1 ondhdastd

scale.

134. Provisions as to meetings and votas (1) The following
provisions shall apply to the general meetings of a company or meetings of a
class of members of the company, namely:

(@)

(b)

(2)

notice of the meeting specifying the place and theaddyhour of
the meeting alongwith a statement of the business to be trashsacte
at the meeting shall be givén

(i) to every member or class of the members of the company as
the case may be;

(i) to every director;

(i) to any person who is entitled to a share in cqueace of the
death or bankruptcy of a member, if the company has been
notified of his entitlement;

(iv) to the auditors of the company;

in themannerin which noticesarerequiredto be servedby sections5,
but the accidentalomissionto give noticeto, or the nonreceiptof
notice by, any membershall not invalidatethe proceedingsat any
meeting;

in case of a listed company, if certain members who hold ten
percent of the total paid up capital or such other percentage as may
be specified, reside in atyj it shall be mentioned in the notice that
such members, may demand the company to provide them the
facility of video-link for attending the meeting.

For the purposes of stdection (), in the case of an annual general

meeting, all the businessisbe transacted shdle deemed special, other tidan

(@)

(b)
(©)

(d)

the consideration of financial statements and the reports of the
board and auditors;

the declaration of any dividend,;

the election and appointment of directors in place of those retiring;
and

theappointment of the auditors and fixation of their remuneration.
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(3) Where any special business is to be transacted at a general meeting,
there shall be annexed to the notice of the meeting a statement setting out all
material facts concerning such buess, including, in particular, the nature and
extent of the interest, if any, therein of every director, whether directly or
indirectly, and, where any item of business consists of the according of an
approval to any document by the meeting, the time vemehthe place where the
document may be inspected, shall be specified in the statement.

(4) Members of a company may patrticipate in the meeting personally,
through videdink or by proxy.

(5) The chairman of the board, if any, shall preside as miaarat
every general meeting of the company, but if there is no such chairman, or if at
any meeting he is not present within fifteen minutes after the time appointed for
holding the meeting, or is unwilling to act as chairman, any one of the directors
preent may be elected to be chairman, and if none of the directors is present or is
unwilling to act as chairman the members present shall choose one of their
member to be the chairman.

(6) In the case of a company having a share capital, every member
shal have votes proportionate to the paijol value of the shares or other
securities carrying voting rights held by him according to the entitlement of the
class of such shares or securities, as the case may be:

Provided that, at the time of voting, fractad votes shall not be taken
into account.

(7) No member holding shares or other securities carrying voting rights
shall be debarred from casting his vote, nor shall anything contained in the
articles have the effect of so debarring him.

(8) In the @se of a company limited by guarantee and having no share
capital, every member thereof shall have one vote.

(9) On a poll, votes may be given either personally or through Jiileo
or by proxy or through postal ballot in a manner and subject to tigitions as may
be specified.

(10) Notwithstanding anything contained in this Act, the Commission
shall have the power to notify any business requiring the approval of the
members shall only be transacted through postal ballot for any company or class
of companies.

(11) All the requirements of this Act regarding calling of, holding and
approval in general meeting, board meeting and election of directors in case of a
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single member company, shall be deemed complied wittieifdecision is
recorded inthe relevant minutes book and signed by the sole member or sole
director as the case may be.

(12) Any contravention or default in complying with requirement of this
sedion shall be an offence lialde

(@)

(b)

in case of a listed company, to a penaltyesel 3 on the standard
scale; and

in case of any other company, to a penalty of level 2 on the
standard scale.

135. Quorum of general meetingd (1) The quorm of a general
meeting shall b&

(@)

(b)

(c)

(2)

in the case of a public listed company, unless the estiptovide

for a larger number, not less than ten members present personally,
or through videdink who represent not less than twefitye
percent of the total voting power, either of their own account or as
proxies;

in the case of any other company mayishare capital, unless the
articles provide for a larger number, two members present
personally, or through videiink who represent not less than
twenty-five percent of the total voting power, either of their own
account or as proxies;

in the case of @ompany not having share capital, as provided in
the articles:

Provided that, if within half an hour from the time appointed
for the meeting a quorum is not present, the meeting, if called upon
the requisition of members, shall be dissolved; in attngr case, it
shall stand adjourned to the same day in the next week at the same
time and place, and, if at the adjourned meeting a quorum is not
present within half an hour from the time appointed for the meeting,
the members present personally or thioumgleclink being not less
than two shall be a quorum, unless the articles provide otherwise.

Any contravention or default in complying with requirement of this

sedion shall be an offence lialde

(@)

in case of a listed company, to a penaltyeskl 2 on the standard
scale; and
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(b) in case of any other company, to a penalty of level 1 on the
standard scale.

136. Power of the Court to declare the proceedings of a general
meeting invalid.d The Court may, on a petition, by members having nsg le
than ten percent of the voting power in the company, that the proceedings of a
general meeting be declared invalid by reason of a material defect or omission in
the notice or irregularity in the proceedings of the meeting, which prevented
members from sing effectively their rights, declare such proceedings or part
thereof invalid and direct holding of a fresh general meeting:

Provided that the petition shall be made within thirty days of the
impugned meeting.

137 Proxiesd (1) A member of a compargntitled to attend and vote at
a meeting of the company may appoint another person as his proxy to exercise all
or any of his rights to attend, speak and vote at a meeting:

Provided that

(&) unless the articles of a company otherwise provide, thisadion
shall not apply in the case of a company not having a share capital,

(b) a member shall not be entitled to appoint more than one proxy to
attend any one meeting;

(c) if any member appoints more than one proxy for any one meeting
and more than one instruntenof proxy are deposited with the
company, all such instruments of proxy shall be rendered invalid;
and

(d) a proxy must be a member unless the articles of the company
permit appointment of a nemember as proxy.

(2) Subject to the provisions of sigedion (1), every notice of a
meeting of a company shall prominently set out the me@mlsigght to appoint a
proxy and the right of such proxy to attend, speak and vote in the place of the
member at the meeting and every such notice shall be accompanigutdiy a
form.

(3) The instument appointing a proxy shall

(&) be in writing; and
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(b) be signed by the appointer or his attorney duly authorised in
writing, or if the appointer is a body corporate, be under its seal or
be signed by an officer or an attorneyydauithorised by it.

(4) An instrument appointing a proxy, if in the form set out in
Regulation 43 of Table A in the First Schedule shall not be questioned on the
ground that it fails to comply with any special requirements specified for such
instrumentdy the articles.

(5) The proxies must be lodged with the company not later than
forty-eight hours before the time for holding a meeting and any provision to the
contrary in the compady articles shall be void.

(6) In calculating the period mentied in subsection (5), no account
shall be taken of any part of the day that is not a working day.

(7) The members or their proxies shall be entitled to do any or all the
following things in a general meeting, nameély

(a) subject to the provisions of semt 143, demand a poll on any
guestion; and

(b) on a question before the meeting in which poll is demanded, to
abstain from voting or not to exercise their full voting rights;

and any provision to the contrary in the articles shall be void.

(8) Every member entitled to vote at a meeting of the company shall be
entitled to inspect during the business hours of the company all proxies lodged
with the company.

(9) The provisions of this section shall apphutatis mutandigo the
meeting of a particulatlass of members as they apply to a general meeting of all
the members.

(10) Failure to issue notices in time or issuing notices with material
defect or omission or any other contravention of this section which has the effect
of preventing participatin or use of full rights by a member or his proxy shall
make the company and its every officer who is a party to thaullebr
contravention liable @

(@) a penalty of level 2 on the standard scale if the default relates to a
listed company; and

(b) to a penalty of level 1 on the standard scale if the default relates to
any other company.
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138. Representation of body corporate or corporation at meetings.
(1) A body corporate or corporation (whether or not a company within the
meaning of this Act) wich is a member of another company may, by resolution
of its board or other governing body authorise an individual to act as its
representative at any meeting of that other company, and the individual so
authorised shall be entitled to exercise the samsem on behalf of the
corporation which he represents.

(2) A body corporate or corporation (whether or not a company within
the meaning of this Act) which is a creditor of another company may, by
resolution of its board or other governing body authcaiséndividual to act as
its representative at any meeting of the creditors of that other company held in
pursuance of this Act or any other meeting to which it is entitled to attend in
pursuance of the provisions contained in any instrument and the pswson
authorised shall be entitled to exercise the same powers on behalf of the
corporation which he represents.

139. Representation of Federal Government at meetings of
companiesd (1) The concerned Ministén-Charge of the Federal Government,
or as the cge may be, a Provincial Government, as the case may be, if a member
of a company, may appoint such individual as it thinks fit to act as its
representative at any meeting of the company or at any meeting of any class of
members of the company.

(2) An individual appointed to act as aforesaid shall, for the purpose of
this Act, be deemed to be a member of such a company and shall be entitled to
exercise the same rights and powers, including the right to appoint proxy, as the
concerned Ministen-Charge 6the Federal Government or as the case may be,
the Provincial Government, as the case may be, may exercise as a member of the
company.

140. Notice of resolutiond (1) The notice of a general meeting of a
company shall state the general nature of eacsinbss proposed to be
considered and dealt with at a meeting, and in case of special resolution,
accompanied by the draft resolution.

(2) The members having not less than ten percent voting power in the
company may give notice of a resolution and swdvolution together with the
supporting statement, if any, which they propose to be considered at the meeting,
shall be forwaded so as to reach the company

(@) in the case of a meeting requisitioned by the members, together
with the requisition for the meei;
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(b) in any other case, at least ten days before the meeting; and the
company shall forthwith circulate such resolution to all the
members.

(3) Any contravention or default in complying with requirement of this
sedion shall be an offence lialde

(@) in case of a listed company, to a penalty of level 2 on the standard
scale; and

(b) in case of any other company, to a penalty of level 1 on the
standard scale.

141.Voting to be by show of hands in first instanc& At any general
meeting, a resolutioput to the vote of the meeting shall, unless a poll is
demanded, be decided on a show of hands.

142.Declaration by chairman on a show of hand® (1) On a vote on
a resolution at a meeting on a show of hands, a declaratidrelgh&irman that
the resoltiond

(a) has or has not been passed; or
(b) passed unanimously or by a particular majority;

is conclusive evidence of that fact without proof of the number or proportion of
the votes recorded in favour of or against the resolution.

(2) An entry in respectfosuch a declaration in minutes of the meeting
recorded in accordance with section 151 is also conclusive evidence of that fact
without such proof.

143.Demand for poll.d (1) Before or on the declaration of the result of
the voting on any resolution onshow of hands, a poll may be ordered to be
taken by the chairman of the meeting of his own motion, and shall be ordered to
be taken by him on a demand made in that behalf by the members present in
person or through videkink or by proxy, where allowed, dnhaving not less
than oneenth of the total voting power.

(2) The demand for a poll may be withdrawn at any time by the
members who made the demand.

144. Poll through secret ballotd Notwithstanding anything contained
in this Act, when a poll is demded on any resolution, it may be ordered to be
taken by the chairman of the meeting by secret ballot of his own motion, and
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shall be ordered to be taken by him on a demand made in that behalf by the
members present in person, through vitiek or by proy, where allowed, and
having not less than oftenth of the total voting power.

145. Time of taking poll.d (1) A poll demanded on the election of a
chairman or on a question of adjournment shall be taken forthwith and a poll
demanded on any other questishall be taken at such time, not more than
fourteen days from the day on which it is demanded, as the chairman of the
meeting may direct.

(2) When a poll is taken, the chairman or his nominee and a
representative of the members demanding the poll straitinize the votes given
on the poll and the result shall be announced by the chairman.

(3) Subject to the provisions of this Act, the chairman shall have power
to regulate the manner in which a poll shall be taken.

(4) The result of the pollhall be deemed to be the decision of the
meeting on the resolution on which the poll was taken.

146.Resolutions passed at adjourned meeting).Where a resolution is
passed at an adjourned meeting of

(@) acompany;

(b) the holders of any class of shares toapany;
(c) the board; or

(d) the creditors of a company;

the resolution shall, for all purposes, be treated as having been passed on the date
on which it was in fact passed, and shall not be deemed to have been passed on
any earlier date.

147. Power of Commission to call meeting®) (1) If default is made in
holding the statutory meeting, annual general meeting or any extraordinary
general meeting in accordance with sections 131, 132 or 133, as the case may be,
the Commission may, notwithstanding anythowntained in this Act or in the
articles of the company, either of its own motion or on the application of any
director or member of the company, call, or direct the calling of, the said meeting
of the company in such manner as the Commission may thjrdnfi give such
ancillary or consequential directions as the Commission thinks expedient in
relation to the calling, holding and conducting of the meeting and preparation of
any document required with respect to the meeting.
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Explanation.d The directionsthat may be given under sglction (1)
may include a direction that one member of the company present in person or by
proxy shall be deemed to constitute a meeting.

(2) Any meeting called, held and conducted in accordance with any
such direction shalfor all purposes, be deemed to be a meeting of the company
duly called, held and conducted, and all expenses incurred in connection thereto
shall be paid by the company unless the Commission directs the same to be
recovered from any officer of the compyanhich he is hereby authorised to do.

148. Punishment for default in complying with provisions of
section 1470 If any person makes default in holding a meeting of the company
in accordance with section 147 or in complying with any directions of the
Commission, shall be liable to a penalty of level 3 on the standard scale.

149. Passing of resolution by the members through circulatiod (1)
Except for the businesses specified undersadiion (2) of section 134 to be
conducted in the annual generateting,the members of private company or a
public unlisted company (having not more than fifty members), may pass a
resolution (ordinary or special) by circulation signed by all the members for the
time being entitled to receive notice of a meeting.

(2) Any resolution passed under ssiéction (1), shall be as valid and
effectual as if it had been passed at a general meeting of the company duly
convened and held.

(3) A resolution shall not be deemed to have been duly passed, unless
the resolution hebeen circulated, together with the necessary papers, if any, to
all the members.

(4) A member§ agreement to a written resolution, passed by
circulation, once signified, may not be revoked.

(5) A resolution under subection (1) shall be noted atlsequent
meeting of the members and made part of the minutes of such meeting.

150. Filing of resolution.d (1) Every special resolution passed by a
company shall, within fifteen days from the passing thereof, be filed with the
registrar duly authenticadeby a director or secretary of the company.

(2) Where articles have been registered, a copy of every special
resolution for the time being in force shall be embodied in or annexed to every
copy of the articles issued after the date of the resolution.



280 THE GAZETTE OF PAKISTAN, EXTRA., MAY 31, 2017 [PART I

(3) A copy of every special resolution shall be forwarded to any
member at his request on payment of such fee not exceeding the amount as the
company may determine.

(4) Any contravention or default in complying with requirement of this
section shall & an offence liable to a penalty of level 1 on the standard scale

151. Records of resolutions and meetingd (1) Evey company shall
keep records @f

(@) copies of all resolutions of members passed otherwise than at
general meetings; and

(b) minutes of all proeedings of general meetings along with the
names of participants, to be entered in properly maintained books;

(2) Minutes recorded in accordance with sdztion (1), if purporting
to be authenticated by the chairman of the meeting or by the chaifrttanext
meeting, shall be the evidence of the proceedings at the meeting.

(3) Until the contrary is proved, every general meeting of the company
in respect of the proceedings whereof minutes have been so made shall be
deemed to have been duly cdlléeld and conducted.

(4) The records must be kept at the registered office of the company
from the date of the resolution, meeting or decision simultaneously in physical
and electronic form and it shall be preserved for at least twenty years icghysi
form and permanently in electronic form.

(5) Any contravention or default in complying with requirement of this
section shall be an offence liable to a penalty of level 1 on the standard scale.

152. Inspection of records of resolutions and meetirgd (1) The
books containing the minutes of proceedings of the general meetings shall be
open to inspection by members without charge during business hours, subject to
such reasonable restrictions as the company may by its articles or in general
meeting impse so that not less than two hours in each day be allowed for
inspection.

(2) Any member shall at any time after seven days from the meeting
be entitled to be furnished, within seven days after he has made a request in that
behalf to the company, with certified copy of the minutes of any general
meeting at such charge not exceeding the amount as may be fixed by the
company.
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(3) If any inspection required under sabction (1) is refused, or if any
copy required under stdection (2) is not furniged within the time specified
therein, the person guilty of an offence shall be liable to a penalty of level 1 on
the standard scale, and the registrar may direct immediate inspection or supply of
copy, as the case may be.

APPOINTMENT AND REMOVAL OF DIREC TORS

153. Ineligibility of certain personsto becomedirector.d A person
shallnot beeligible for appointmentsa directorof acompanyjf hed

(&) isaminor;
(b) is of unsoundnind;

(c) hasappliedto be adjudicatedasaninsolventand his applicationis
pending;

(d) isanundischargedhsolvent;

(e) has been convicted by a court of law for an offence involving moral
turpitude;

() has been debarred from holding such office under any provision of
this Act;

(g) is lacking fiduciary behaviour and a declaration to #ffect has
been made by the Court under section 212 at any time during the
preceding five years;

(h) does not hold National Tax Number as per the provisions of Income
Tax Ordinance, 2001 (XLIX of 2001):

Provided that the Commission may grant exemptiomftbe
requirement of this clause as may be notified.

() is nota member:
Providedthatclause(i) shall notapplyin the caseof,d
(i) apersorrepresentinggmembermwhichis nota naturalperson;
(i) awholetime directorwhois anemployeeof thecompany;

(i) achiefexecutivejor
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(iv) a personrepresentinga creditor or other special interests by
virtue of contractual arrangements;

() has been declared by a court of competent jurisdiction as defaulter
in repayment of loan to a financial institution;

(k) is engagé in the business of brokerage, or is a spouse of such
person or is a sponsor, director or officer of a corporate brokerage
house:

Providedthat clauses(j) and (k) shall be applicableonly in
caseof listedcompanies.

154. Minimum number of directors of a companyd (1) Notwithstanding
anything contained in any other law for the time being in force,

(@) a single member company shall have at least one director;
(b) every other private company shall have not less than two directors;

(c) a public company othahan a listed company shall have not less
than three directors; and

(d) alisted company shall have not less than seven directors:

Provided that public interest companies shall be required
to have female representation on their board as may be
specified by the Commission.

(2) Only a natural person shall be a director.

155. Number of directorships.d (1) No person shall, after the
commencemendf this Act, hold office asa director, including as an alternate
director at the same time in more than suamer of companies as may be
specified

Provided that this limit shall not include the directorships in a listed
subsidiary.

(2) A person holding the position of director in more than seven
companies on the commencement of this Act shall ensure thygliaace of this
section within one year of such commencement.

(3) Any casual vacancy on the board of a listed company shall be
filled up by the directors at the earliest but not later than ninety days from the
date, the vacancy occurred.
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156. Compliance with the Code of Corporate Governancé The
Commission may provide for framework to ensure good corporate governance
practices, compliance and matters incidental and axillary for companies or class
of companies in a manner as may be specified.

157. First directors and their term.d (1) The number of directors and
the names of the first directors shall be determined by the subscribers of the
memorandum and their particulars specified under section 197 shall be submitted
along with the documents for thecorporation of the company.

(2) The number of first directors may be increased by appointing
additional directors by the members in a general meeting. The first directors shall
hold office until the election of directors in the first annual generalingeef the
company.

158. Retirement of first and subsequent director® (1) All directors
of the company

(@) on the date of first annual general meeting; or

(b) in case of subsequent directors on expiry of term of office of
directors mentioned in section 161,

shall stand retired from office and the directors so retiring shall continue to
perform their functions until their successors are elected.

(2) The directors so continuing to perform their functions shall take
immediate steps to hold the electiondifectors and in case of any impediment
report such circumstances to the registrar within févy days before the due
date of the annual general meeting or extra ordinary general meeting, as the case
may be, in which elections are to be held:

Providedthat the holding of annual general meeting or extra ordinary
general meeting, as the case may be, shall not be delayed for more than ninety
days from the due date of the meeting or such extended time as may be allowed
by the registrar, for reasons to becorded, only in case of exceptional
circumstances beyond the control of the directors, or in compliance of any order
of the court.

(3) The registrar, may on expiry of period as [led in suksection (2),
eithed

(@) onits own motion; or



284 THE GAZETTE OF PAKISTAN, EXTRA., MAY 31, 2017 [PART I

(b) on the represeation of the members holding not less than one
tenth of the total voting powers in a company having share capital;
or

(c) on the representation of the members holding not less than one
tenth of the total members of the company not having share capital
of thecompany,

directs the company to hold annual general meeting or extra ordinary general
meeting for the election of directors on such date and time as may be specified in
the order.

(4) Any officer of the company or any other person who fails to
comply with the direction given under sidection (3) shall be guilty of an
offence liable to a fine of level 2 on the standard scale.

159. Procedure for election of directorsd (1) Subjectto the provision
of section 154, the existing directorsof a companyshall fix the number of
directorsto be electedin the generalmeeting, not later than thirty-five days
beforeconveningof suchmeetingandthe numberof directorsso fixed shall not
be changedexceptwith the prior approval of the generalmeetingin which
electionis to beheld.

(2) The notice of the meetingat which directorsare proposedto be
electedshallamongother matters expresslystat®

(@) thenumberof directorsfixed undersubsection(1); and
(b) thenamesof theretiring directors.O

(3) Any memberwho seeksto contestan election to the office of
director shall, whether he is a retiring director or otherwise, file with the
company,not later than fourteendaysbeforethe date of the meetingat which
electionsareto be held, a natice of hisintentionto offer himselffor electionasa
director:

Providedthat any such personmay, at any time beforethe holding of
election,withdrawsuchnotice.

(4) All noticesreceivedby thecompanyin pursuancef subsection(3)
shall be transmittedto the memberaot later than sevendaysbeforethe date of
the meeting,in the samemanneras provided underthis Act for sendingof a
notice of generalmeeting.In the caseof a listed companysuchnotice shall be
publishedin English and Urdu languagesat leastin oneissueeachof a daily
newspapeof respectivdanguagehavingwide circulation.
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(5) The directors of a company having a share capital shall, unless the
number of persons who offer themselves to be elected is not more than the
number of directors fixed under ssbction (1), be elected by the members of the
company in general meetitg the following manner, namely

(@) a membershall have such number of votes as is equal to the
productof the numberof voting sharesor securitiesheld by him
andthe numberof directorsto beelected;

(b) a membermay give all his votesto a single candidateor divide
thembetweemmorethanoneof the candidatesn suchmannerashe
maychooseand

(c) the candidatewho gets the highest number of votes shall be
declaredelectedas director and then the candidatewho getsthe
next highestnumberof votesshall be so declaredand so on until
thetotal numberof directorsto be electechasbeensoelected.

(6) The directorsof a companylimited by guarantee and not having
sharecapital shall be electedby membersof the companyin generalmeetingin
themannerasprovidedin articlesof associatiorof thecompany.

160. Powers of the Court to declare election of directors invali@
The Court may, on thapplication of members holding ten percent of the voting
power in the company, made within thirty days of the date of election, declare
election of all directors or any one or more of them invalid if it is satisfied that
there has been material irregutiarin the holding of the elections and matters
incidental or relating thereto.

161. Term of office of directors.d (1) A directorelectedundersectionsl59
or 162 shall hold office for a period of three yearsunlesshe earlier resigns,
vacatesoffice due to freshelectionrequiredundersection162 asthe case may
be, becomesdisqualified from being a director or otherwiseceasesto hold
office:

Provided that the term of office of directors of a company limited by
guarantee and not having share apitay be a period of less than three years as
provided in the articles of association of a company.

(2) Any casual vacancy occurring among the directors may be filled up
by the directors and the person so appointed shall hold office for the renainder
the term of the director in whose place he is appointed.

162. Fresh election of directorsd (1) Notwithstanding anything
contained in this Act, a member having acquired, after the election of directors,
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the requisite shareholding to get him electedaadirector on the board of a
company, may require the company to hold fresh election of directors in
accordance with the procedure laid down in section 159:

Provided that the number of directors fixed in the precediegtion
shall not be decreased;

Provided further that a listed company for the purpose of fresh
election of directors under this section shall follow such procedure as may be
specified by the Commission

(2) The board shall upon receipt of requisition undersedtion (1), as
soon as pcticable but not later thathirty days from the receipt of such
requisition, proceed to hold fresh election of directors of the company.

163. Removal of directors.d A companymay by resolutionin general
meetingremovea director appointedundersectbns 157, 161 or section162 or
electedn the mannerprovidedfor in section159:

Providedthata resolutionfor removinga directorshall not be deemedo
havebeenpassedf the numberof votescastaganstit is equalto, or exceedd

(@) the total numberof votes for the time being computed in the
manner laid down in subection (5) of section 159 divided by the
number of directors for the time being, if the resolution relates to
removal of a director appointed undections157,161 or section
162or where the directors were elected unopposed; or

(b) the minimum numberof votesthat were castfor the electionof a
director at the immediately precedingelectionof directors,if the
resolutionrelatesto removal of a director electedin the manner
providedin subsection(5) of section159.

164. Nominee directorsd (1) In addition to the directors elected or
deemed to have been elected by shareholders, a company may have directors
nominated by the compa#fsy creditors or other special interests by virtue of
contractual arrangements.

(2) A body corporate or corporation owned or controlled by the Federal
Government or as the case may be, a Provincial Government may also have
directors nominated on the board to whom such corporation or company has
extended credfacilities.
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165. Certain provisions not to apply to directors representing special
interestsd (1) Nothing insections 158, 159,161, 162 or 1G&ll apply té

(a) directors nominated by a body corporate or compangny other
entity owned or controlledwhether directly or indirectly, byhe
Federal Government or as the case may be, a Provincial
Government on the board of the company in which such body
corporate or company or entity has made investment;

(b) directors nominated by virtue of investment madeth® Federal
Government or as the case may be, a Provincial Government or the
Commission on the board; or

(c) directors nominated by foreign equity holders on the board or any
other body corporate set up under a regionabmeration or other
co-operation amngement approved by the Federal Government.

(2) For the purpose of nominating directors referred to in clause (a), (b)
and (c), the number of votes computed in the manner laid down-gestibn (5)
of section 159 as are proportionate to the numberotids required to elect the
director if they had offered themselves for election, shall stand excluded from the
total number of votes available to the nominating body at an election of directors,
which may be proportionate to their voting power requicedléct directors at an
election of directors of a company.

(3) A director nominated under swgection (1) shall hold office during
the pleasure of the nominating body.

166. Manner of selection of independent directors and maintenance
of databank of independent directorsd (1) An independent director to be
appointed under any law, rules, regulations or code, shall be selected from a data
bank containing names, addresses and qualifications of persons who are eligible
and willing to act as independentatitors, maintained by any institute, body or
association, as may be notified by the Commission, having expertise in creation
and maintenance of such data bank and post on their website for the use by the
company making the appointment of such directors:

Provided that responsibility of exercising due diligence before selecting a
person from the data bank referred to above, as an independent director shall lie
with the company or the Government, as the case may be, making such
appointment.

(2) For the mrpose of this section, an independent director means a
director who is not connected or does not have any other relationship, whether
pecuniary or otherwise, with the company, its associated companies, subsidiaries,
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holding company or directors; and hendze reasonably perceived as being able
to exercise independent business judgment without being subservient to any form
of conflict of interest:

Provided that without prejudice to the generality of this-settion no
director shall be consideteindependent if one or more ofethfollowing
circumstances exist

(@)

(b)

()

(d)

(€)

(f)

(9)

he has been an employee of the company, any of its subsidiaries or
holding company within the last three years;

he is or has been the chief executive officer of subsidiaries,
associateg@ompany, associated undertaking or holding company in
the last three years;

he has, or has had within the last three years, a material business
relationship with the company either directly, or indirectly as a
partner, major shareholder or director obady that has such a
relationship with the company.

Explanation: The major shareholder means a person who,
individually or in concert with his family or as part of a group,
holds 10% or more shares having voting rights in the -ppid
capital of the company;

he has received remuneration in the three years preceding his/her
appointment as a director or receives additional remuneration,
excluding retirement benefits from the company apart from a
directoits fee or has participated in the camg® stock option or a
performanceelated pay scheme;

he is a close relative of the compé&promoters, directors or major
shareholders:

Explanation: ficlose relativéd means spouse(s), lineal
ascendants and descendants and siblings;

he holds crasdirectorships or has significant links with other
directors through involvement in other companies or bodies not
being the associations licenced under section 42;

he has served on the board for more than three consecutive terms
from the date of his fat appointment, and for more than two
consecutive terms in case of a public sector company, provided that
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such person shall be deenf@adependent directorafter a lapse of
one term;

(h) a person nominated as a director under sections 164 and 165:

Provided further that for determining the independence of
directors for the purpose of salauses (a), (b) and (c) in respect of
public sector companies, the time period shall be taken as two years
instead of three years. Further, an independent director enofas
public sector company shall not be in the service of Pakistan or of
any statutory body or any body or institution owned or controlled
by the Government.

(3) The independent directaf a listed companghall be elected in
the same manner as ottdrectors are elected in terms of section 159 and the
statement of material facts annexed to the notice of the general meeting called for
the purpose shall indicate the justification for choosing the appointee for
appointment as independent director.

(4) No individual shall be selected for the data bank referred to in
subsection (1) without his consent in writing.

(5) The manner and procedure of selection of independent directors on
the databank who fulfill the qualifications and other requiremeshiall be
specified by the Commission.

(6) Therequirements of subection (1§

(@) shall be deemed relaxed till such time a notification is issued by the
Commission; and

(b) may be relaxed by the Commission on an application made by the
company supported vhitthe sufficient justification or the practical
difficulty, as the case may be.

167. Consent to act as director to be filed with company (1) No
person shall be appointed or nominated as a director or chief executive of a
company or represent as holdisgch office, nor shall any person describe or
name any other person as a director or proposed director or chief executive or
proposed chief executive of any company, unless such person or such other
individual has given his consent in writing to the compfor such appointment
or nomination.

(2) The consent given to the company under-sedtion (1) shall be
filed with the registrar within fifteen days thereof.
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168. Validity of acts of directors.d The acts of a person acting as a
director are valid netithstanding that it is afterwards discovered that there was a
defect in his appointment; or he was disqualified from holding office; or he had
ceased to hold such office:

Provided that, as soon as any such defect has come to notice, the director
shall rot exercise the right of his office till the defect has been removed.

169. Penaltiesd Whoever contravenes or fails to comply with any of
the provisions of sections 154 to 168 or is a party to the contravention of the said
provisions shall be liable to genalty of level 2 on the standard scale and may
also be debarred by the authority which imposes the penalty from becoming or
continuing a director of the company for a period not exceeding three years.

170.Restriction on directoré remuneration.d (I) The remuneration of
a director for performing extra services, including the holding of the office of
chairman, shall be determined by the board or the company in general meeting,
as the case may be, in accordance with the provisions in the campatigies.

(2) The remuneration to be paid to any director for attending the
meetings of the board or a committee of directors shall not exceed the scale
approved by the company or the board, as the case may be, in accordance with
the provisions of the articles

171. Vacation of office by the directorsd (1) A director shall
ipso factocease to hold office df

(&) he becomes ineligible to be appointed as a director on any one or
more of the grounds enumerated in section 153;

(b) he absentshimself from three conseative meetingsof the board
without seekingeaveof absence;

(c) he or any firm of which he is a partner or any privatmgany of
which he is a directér

() without the sanction of the company in general meeting
accepts or holds any office of profit undee ttompany other
than that of chief executive or a legal or technical adviser; or

(i) accepts a loan or guarantee from the company in
contravention of section 182;

(2) Nothing contained in subection (l) shall be deemed to preclude a
company from providingpy its articles that the office of director shall be vacated
on any grounds additional to those specified in thatsgattion.
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DISQUALIFICATION OF DIRECTORS BY THE COMMISSION

172. Disqualification orders.d (1) In any of the circumstances stated
hereunderthe Commission may pass a disqualification order against a person to
hold the office of a director of a company for a period up to five yesgihbing
from the date of ordér

(@)

(b)

(©)

(d)

(€)

(f)

(9)

(h)

conviction of an offence in connection with the promotion,
formation, manageent or liquidation of a company, or with the
receivership or management of a comg@armyroperty;

persistent default in relation to provisions of this Act requiring any
return, account or other document to be filed with, delivered or
sent, or notice of gnmatter to be given, to the Commission or the

registrar;

a person has been a director of a company which became insolvent
at any time (while he was a director or subsequently):

Provided that order against any such person shall not be made
after the end of the period of two years beginning with the day on
which the company of which that person is or has been a director
became insolvent;

the business of the company in which he is or has been a director,
has conducted to defraud its creditomembers or any other
persons or for a fraudulent or unlawful purpose, or in a manner
oppressive of any of its members or that the company was formed
for any fraudulent or unlawful purpose; or

the person concerned in the formation of the company or the
management of its affairs have in connection therewith been guilty
of fraud, misfeasance, breach of trust or other misconduct towards
the company or towards any of its member; or

the affairs of the company of which he is a director have been
conducted ira manner which has deprived the shareholders thereof
of a reasonable return; or

the person has been convicted of allotment of shares of a company
for inadequate consideration; or

the person is involved in illegal deposit taking; or



292 THE GAZETTE OF PAKISTAN, EXTRA., MAY 31, 2017 [PART I

(i) the person has beeoonvicted of financial irregularities or
malpractices in a company or

() the company of which he is a director has acted against the interests
of the sovereignty and integrity of Pakistan, the security of the
State, friendly relations with foreign States; o

(k) the company of which he is a director refuses to act according to
the requirements of the memorandum or articles or the provisions
of this Act or fail to carry out the directions of the Commission
given in the exercise of powers under this Act; or

() the person is convicted of insider trading or market manipulation
practices; or

(m) the person has entered into a plea bargain arrangement with the
National Accountability Bureau or any other regulatory body;

(n) the person has been declared a defaulter by thetssexchange;
(0) that it is expedient in the public interest so to do.

(2) Where a disqualification order is made against a person who is
already subject to such an order, the periods specified in those orders shall run
concurrently.

(3) An order uner this section may be made by the Commission on its
own motion or upom complaint made in this regard

(4) Before making an order the Commission shall afford the person
concerned an opportunity of representation and of being heard.

(5) Any order made by the Commission under this section shall be
without prejudice to the powers of the Commission to take such further action as
it deems fit with regard to the person concerned.

173. Personal liability for company& debts where person acts while
disqualified.d (1) A person shall be personally responsible for all the relevant
debts of a company if at any tirfe

(&) in contravention of a disqualification order under section 172, he is
involved in the management of the company, or
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(b) as a person who is inwad in the management of the company, he
acts on instructions given without the leave of the Commission by a
person whom he knows at that time to be the subject of a
disqualification order:

Provided that where the decision is taken in the board, the
disqualified director shall be personally responsible to the extent of
proportionate amount of liability so incurred.

(2) Where a person is personally responsible under this section for the
relevant debts of a company, he is jointly and severally liablespect of those
debts with the company and any other person who, whether under this section or
otherwise, is so liable.

(3) For the purposes of this section, the relevant debts of a company are

(@) in relation to a person who is personally responsibheen
paragraph (a) of subection (1), such debts and other liabilities of
the company as are incurred at a time when that person was
involved in the management of the company; and

(b) in relation to a person who is personally responsible under
paragraph (bdf that subsection, such debts and other liabilities of
the company as are incurred at a time when that person was acting
on instructions given as mentioned in that paragraph.

(4) For the purposes of this section, company means a public interest
compaly and a person shall be deemed involved in the management of the
company, if he is a director or concerned, whether directly or indirectly or takes
part in the management of such company.

174.Prohibition on assignment of office by directorsd (1) A diredor
of any company shall not assign his office to any other person and any such
appointment shall be voab-initio.

(2) Notwithstanding anything contained in ssdction (1), the
appointment by a director, with the approval of the board, of an alteonate
substitute director to act for him during his absence from Pakistan of not less than
ninety days shall not be deemed to be an assignment of office.

(3) The alternate director appointed under -sabtion (2) shall
ipso factovacate office if and wén the director appointing him returns to
Pakistan.
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175. Penalty for unqualified person acting as directord If a person
who is not qualified to be a director or chief executive or who has otherwise
vacated the office of director or chief executive déswior represents himself or
acts as a director or chief executive, or allows or causes himself to be described
as such, shall be liable to a penalty of level 1 on the standard scale.

176.Proceedings of the board (1) The quorum for a meeting of board
of a listed company shall not be less than-thiiel of number of directors or
four, whichever is greater and the participation of the directors by video
conferencing or by other audio visual means shall also be counted for the
purposes of quorum under grsubsection:

Provided that if at any time, there are not enough directors to form a
guorum to fill a casual vacancy, all the remaining directors shall be deemed to
constitute a quorum for this limited purpose.

(2) The quorum for a meeting of the bdaf other than listed company
shall be as provided in the articles.

(3) The board of a public company shall meet at least once in each
guarter of a year.

(4) If a meeting of the board is conducted in the absence of a quorum
or a meeting of boarainot held as required by sabction (3), the chairman of
the directors ahthe directors shall be liakdle

(a) if the default relates to a listed company, to a penalty of level 2 on
the standard scale; and

(b) if the default relates to any other cpamy, to a penalty of level 1
on the standard scale.

177. Ineligibility of bankrupt to act as director .8 If any person being
an undischarged insolvent acts as chief executive or director of a company, he
shall be liable to imprisonment for a term not@ading two years or to a fine not
exceeding one hundred thousand rupees, or to both.

178. Records of resolutions and meetings of board (1) Every
compaly shall keep records comprisiig

(a) all resolutions of the board passed by circulation; and
(b) minutes ofall proceedings of board meetings or committee of

directors along with the names of participants, to be entered in
properly maintained books.
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(2) Minutes recorded in accordance with sdetion (1), if purporting
to be authenticated by the chairmanha meeting or by the chairman of the next
meeting, shall be the evidence of the proceedings at the meeting.

(3) Until the contrary is proved, every meeting of board or committee
of directors in respect of the proceedings whereof minutes have beerdeso ma
shall be deemed to have been duly called, held and conducted.

(4) A copy of the draft minutes of meeting of board shall be furnished
to every director withifourteen daysof the date of meeting.

(5) The records must be kept at the registerditenfof the company
from the date of the resolution, meeting or decision simultaneously in physical
and electronic form and it shall be preserved for at least ten years in physical
form and permanently in electronic form.

(6) Any contravention or defauin complying with requirement of this
section shall be an offence liable to a penalty of level 1 on the standard scale.

179. Passing of resolution by the directors through circulatiord (1)
A resolution in writing signed by all the directors or the cattea of directors
for the time being entitled to receive notice of a meeting of the directors or
committee of directors shall be as valid and effectual as if it had been passed at a
meeting of the directors or the committee of directors duly convenelaedohd

(2) A resolution shall not be deemed to have been duly passed, unless
the resolution has been circulated, together with the necessary papers, if any, to
all the directors.

(3) A resolution under subection (1) shall be noted at a subsequent
meeting of the board or the committee thereof, as the case may be, and made part
of the minutes of such meeting.

(4) A director® agreement to a written resolution, passed by
circulation, once signified, may not be revoked.

180. Liabilities of directors and officersd Any provision, whether
contained in the articles of a company or in any contract with a company or
otherwise, for exempting any officer or auditor of the company, from, or
indemnifying him against, any liability which by virtue of any law would
otherwise attach to him in respect of any negligence, default, breach of duty
or breach of trust of which he may be guilty in relation to the company, shall
be void except as otherwise specified for:

(a) provisions of insurance undertaken by a compangn behalf of
such officers of the company; or
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(b) qualifying third party indemnity provisions undertaken by a
company on behalf of such officers of the company:

Provided that, notwithstanding anything contained in this
section, a company may, in pursuare of any such provision as
aforesaid, indemnify any such director, chief executive, officer
against any liability incurred by him in defending any
proceedings, whether civil or criminal, in which judgment is
given in his favour or in which he is acquittedor in connection
with any application under section 493 in which relief is
granted to him.

181. Protection to independent and norexecutive directorsd (1)
Notwithstanding anything contained in this Act

(@) anindependent director; and

(b) a nonexecutive director;

shall be held liable, only in respect of such acts of omission or commission by a
listed company or a public sector company which had occurred with his
knowledge, attributable through board processes, and with his consent or
connivance pwhere he had not acted diligently.

(2) For the purpose of this section a rexecutive director means, a
person on the board of the company who

(a) is not from among the executive management team and may or may
not be independent;

(b) is expected to lendn outside viewpoint to the board of a company;

(c) does not undertake to devote his whole working time to the
company and not involve in managing the affairs of the company;

(d) is not a beneficial owner of the company or any of its associated
companies or undtkings;

(e) does not draw any remuneration from the company except the
meeting fee.

182. Loans to directors: requirement of member$® approval.d (1) A
company shall nét

(&) make a loan to a director of the company or of its holding company;
or to any of higelatives;
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(b) give a guarantee or provide security in connection with a loan made
by any person to such a director; or to any of his relatives;

unless the transaction has been approved by a resolution of the members of the
company:

Provided that in casef a listed company, approval of the Commission
shall also be required before sanctioning of any such loan.

Explanation.d For the purpose of this sectidrelativeddin relation to a
director means his spouse and minor children.

(2) Nothing containedn subsection (1) shall apply to a company
which in the ordinary course of its business provides loans or gives guarantees or
securities for the due repayment of any loan.

(3) Every person who is a party to any contravention of this section,
including in particular any person to whom the loan is made or who has taken the
loan in respect of which the guarantee is given or the security is provided, shall
be punishable with fine which may extend to one million rupees or with simple
imprisonment for a term ich may extend to one year.

(4) All persons who are parties to any contravention ofsadtion (1)
shall be liable, jointly and severally, to the lending company for the repayment of
the loan or for making good the sum with markup not less than tinewiog
cost of the lending company which the lending company may have been called
upon to pay by virtue of the guarantee given or the security provided by such
company.

(5) Subsection (1) shall apply to any transaction represented by a
bookdebt whit was from its inception in the nature of a loan or an advance.

183. Powers of board.d (1) The business of a company shall be
managed by the board, who may exercise all such powers of the company as are
not by this Act, or by the articles, or by a specisolution, required to be
exercised by the company in general meeting.

(2) The board shall exercise the following powers on behalf of the
company, and shall do so by means of a resolytiassed at their meeting,
namelyd

(a) toissue shares;

(b) to issuedebentures or any instrument in the nature of redeemable
capital;
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(c)
(d)
(e)
(f)

(9)
(h)
(i)

()

(k)
()

to borrow moneys otherwise than on debentures;
to invest the funds of the company;
to make loans;

to authorise a director or the firm of which he is a partner or any
partner of such firnor a private company of which he is a member
or director to enter into any contract with the company for making
sale, purchase or supply of goods or rendering services with the
company;

to approve financial statements;
to approve bonus to employees;

to incur capital expenditure on any single item or dispose of a fixed
asset in accordance with the limits as may be specified:

Provided that the acceptance by a banking company in the
ordinary course of its business of deposit of money from the public
repayable on demand or otherwise and withdrawable by cheque,
draft, order or otherwise, or placing of moneys on deposit by a
banking company with another banking company such conditions
as the board may prescribe, shall not be deemed to be a borrowing
of morey or, as the case may be, a making of loan by a banking
company with the meaning of this section;

to undertake obligations under leasing contracts exceeding such
amount as may be notified;

to declare interim dividend; and

having regard to such amours may be determined to be material
(as construed in Generally Accepted AccoumtiRrinciples) by the
board

() to write off bad debts, advances and receivables;

(ii) to write off inventories and other assets of the company; and
(iif) to determine the terms of and tbecumstances in which a

law suit may be compromised and a claim or right in favour of
a company may be released, extinguished or relinquished.
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(m) to take over a company or acquire a controlling or substantial stake
in another company;

(n) any other matter whh may be specified.

(3) The board of a company shall not except with the consent of the
general meeting either specifically or by way of an authorisation, do atige of
following things, namely

(a) sell, lease or otherwise dispose of the undertakings sizeable
part thereof unless the main business of the company comprises of
such selling or leasing; and

Explanation.d For the purposes of this cladse

() Aundertakingd shall mean an undertaking in which the
investment of the company exceeds twergycpnt of its net
worth as per the audited financial statements of the preceding
financial year or an undertaking which generates twenty
percent of the total income of the company during the
previous financial year;

(i) the expressiorfisizeable pard in any financial year shall
mean twenty five percent or more of the value of the assets in
that class as per the audited financial statements of the
preceding financial year;

(b) sell or otherwise dispose of the subsidiary of the company;

(c) remit, give any relitor give extension of time for the repayment of
any debt outstanding against any person specified ksesciipn (1)
of section 182.

(4) Nothing contained in subection (3) shall entitle a listed company
to sell or otherwise dispose of the undertgkiwhich results in or may lead to
closure of business operation or winding up of the company, without there being
a viable alternate business plan duly authenticated by the board.

(5) Any resolution passed under sséction (3) if not implemented
within one year from the date of passing shall stand lapsed.

(6) Any contravention or default in complying with requirement of this
section shall be an offence liable to a penalty of level 2 on the standard scale and
shall be individually and severally ligblfor losses or damages arising out of
such action.
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184. Prohibition regarding making of political contributions.d (1)
Notwithstanding anything contained in this Act, a company shall not contribute
any amount or allow utilization of its ass@ts

(@) to any pditical party; or
(b) for any political purpose to any individual or body.
(2) If a company contravenes the pisions of suksection (1), thed

(a) the company shall be liable to a penalty of level 2 on the standard
scale; and

(b) every director and officerfahe company who is in default shall be
punishable with imprisonment of either description for a term
which may extend to two years and shall also be liable to a fine of
one million rupees.

185. Prohibition regarding distribution of gifts .0 (1) Notwithstanding
anything contained in this Act, a company shall not distribute gifts in any form to
its members in its meeting.

(2) Any contravention or default in complying with requirement of this
section shall be an offence liable to a penalty of level the standard scale.

CHIEF EXECUTIVE

186. Appointment of first chief executived (1) Every company shall
have a chief executive appointed in the manner provided in this section and
section 187.

(2) The name of first chief executive shall be determiri®y the
subscribers of the memorandum and his particulars specified under section 197
shall be submitted along with the documents for the incorporation of the
company.

(3) The first chief executive shall, unless he earlier resigns or otherwise
ceasesda hold office, hold office up to the first annual general meeting of the
company or, if a shorter period is fixed by the subscribers at the time of his
appointment, for such period.

(4) Notwithstanding anything contained in this section, the
Governmenshall have the power to nominate chief executive of a public sector
companyin such manner as may be specified.
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187.Appointment of subsequent chief executivé (1) Within fourteen
days from the date of election of directors under section 159 or the offibe
chief executive falling vacant, as the case may be, the board shall appoint any
person, including an elected director, to be the chief executive, but such
appointment shall not be for a period exceeding three years from the date of
appointment:

Provided that the chief executive appointed against a casual vacancy
shall hold office till the directors elected in the next election appoint a chief
executive.

(2) On the expiry of his term of office under section 186 orsediion (1)
of this sectio, a chief executive shall be eligible for reappointment.

(3) The chief executive retiring under section 186 or this section shall
continue to perform his functions until his successor is appointed, unless non
appointment of his successor is due to &mwit on his part or his office is
expressly terminated.

(4) Notwithstanding anything contained in this section, the Government
shall have the power to nominate chief executive of a company where majority of
directors is nominated by the Governméntsuch manner as may be specified.

188. Terms of appointment of chief executivé (1) Save as provided
in subsection (2) the terms and conditions of appointment of a chief executive
shall be determined by the board or the company in general meeting in
accordance with the provisions in the comgargrticles.

(2) The terms and conditions of appointment of a chief executive
nominated under section 186 or 187 shall be determined by the Government, in
such manner as may be specified.

(3) The chief ercutive shall if he is not already a director of the
company, be deemed to be its director and be entitled to all the rights and
privileges, and subject to all the liabilities, of that office.

189. Restriction on appointment of chief executivéd No persm who
is ineligible to become a director of a company under section 153 or disqualified
under sections 171 or 172 shall be appointed or continue as the chief executive of
any company.

190. Removal of chief executivé® (1) The board by resolution passed
by not less than threlurths of the total number of directors for the time being,
or the company by a special resolution, may remove a chief executive before the
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expiration of his term of office notwithstanding anything contained in the articles
or in anyagreement between the company and such chief executive.

(2) Notwithstanding anything contained in this section, the
Government or an authority or a person authorized by it shall have the power to
remove chief executive of a company where more thaansefive percent of
the voting rights are held by the Government

191. Chief executive not to engage in business competing with
companyé business (1) A chief executive of a public company shall not
directly or indirectly engage in any business whiglof the same nature as and
directly competes with the business carried on by the company of which he is the
chief executive or by a subsidiary of such company.

Explanation.d A business shall be deemed to be carried on indirectly by
the chief executive ithe same is carried on by his spouse or any of his minor
children.

(2) Every person who is appointed as chief executive of a public
company shall forthwith on such appointment disclose to the company in writing
the nature of such business and his egetherein.

192. Chairman in a listed companyd (1) The board of a listed
company shall within fourteen days from the date of election of directors, appoint
a chairman from among the nerecutive directors who shall hold office for a
period of three yaa unless he earlier resigns, becomes ineligible or disqualified
under any provision of this Act or removed by the directors.

(2) The board shall clearly define the respective roles and
responsibilities of the chairman and chief executive

Provided that the Commission may specify the classes of companies
for which the chairman and chief executive shall not be the same individual.

(3) The chairman shall be responsible for leadership of the board and
ensure that the board plays an effective role lfiilfing its responsibilities.

(4) Every financial statements circulated under section 223 of this Act
shall contain a review report by the chairman on the overall performance of the
board anceffectiveness of the role played by the board in achievhsy
companys objectives.

193. Penalty.d Any contravention or default in complying with
requirements of sections 186 to 192 shall be an offence liable to a penalty of
level 2 on the standard scale and may also be debarred by the authority which
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imposes th penalty from becoming a director or chief executive of a company
for a period not exceeding five years.

194. Public company required to have secretary A public company
must have a company secretary; possessing such qualification as may be
specified.

195. Listed company to have share registrad Every listed company
shall have an independent share registrar possessing such qualifications and
performing such functions as may be specified.

196. Bar on appointment of sole purchase, sales agerds(1l) No
company whether incorporated in Pakistan or outside Pakistan which is carrying
on business in Pakistan shall, without the approval of the Commission, appoint
any sole purchase, sale or distribution agent:

Provided that this subection shall not applio a sole purchase, sale or
distribution agent appointed by a company incorporated, outside Pakistan, unless
the major portion of the business of such company is conducted in Pakistan.

(2) Whoever contravenes any of the provisions of this section lsiall
punished with imprisonment for a term which may extend to two years, or with
fine which may extend to one hundred thousand rupees, or with both; and, if the
person guilty of the offence is a company or other body corporate, every director,
chief execute, or other officer, agent or partner thereof shall, unless he proves
that the offence was committed without his knowledge or that he exercised all
due diligence to prevent its commission, be deemed to be guilty of the offence.

REGISTER OF DIRECTORS AND OTHER OFFICERS

197. Register of directors, officersd (1) Every company shall keep at
its registered office a register of its directors and officers, including the chief
executive, company secretary, chief financial officer, auditors and legal adviser,
containing with respect to each of them such particulars as may be specified.

(2) Every person referred to in sglction (1) shall, within a period of
ten days of his appointment or any change therein, as the case may be, furnish to
the company the ptculars specified under stdgection (1).

(3) Every company shall, within a period of fifteen days from the date of
appointment of any person referred in-seltion (1) or any change among them, or
in any of their particulars, file with the registeareturn in the specified form:

Provided that this subection shall not apply to the first appointment
made at the time of incorporation of the company.
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(4) Any contravention or default in complying with requirement of
subsection (1) or suisection 8) shall be an offence liable to a penalty of level 1
on the standard scale.

(5) If the name of any person is fraudulently or without sufficient
cause entered in or omitted from the register of directors of a company the person
aggrieved or the companmay apply to the Court for rectification of the register
of directors.

(6) The Court may either refuse the application or may order
rectification of the register on such terms and conditions as it may deem fit and
may make order as to costs.

(7) Where the Court has passed and order undessacition (6) that
prima facieentry in or omission from, the register of directors the name or other
particulars of any person, was made fraudulently or without sufficient cause, the
Court may send a reference fadjudication of offence under sskction (8) to
the court as provided in section 482.

(8) Anyone who fraudulently or without sufficient cause enters in, or
omits from the register of directors the name or other particulars of any person,
shall be puishable with imprisonment for a term which may extend to three
years or with fine which may extend to one million rupees, or with both.

(9) When it makes an order for rectification of the register of directors
in respect of a company, the Court shalusm a copy of the order to be
forwarded to the company and shall, by its order, direct the company to file
notice of the rectification with the registrar within fifteen days from the receipt of
the order.

198. Rights to inspectd (1) The register kept wer section 197 shall,
be open to the inspection of any member of the company and of any other person
during business hours, subject to such reasonable restrictions, as the company
may impose by its articles or in general meeting, so that not less thdrotns
in each day are allowed.

(2) Inspection by any member of the company shall be without charge,
and in the case of any other person on payment of such fee as may be fixed by
the company for each inspection.

(3) A person seeking to exercise thights conferred by this section
must make a request to the company to that effect.
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(4) The request must otain the following informatiod
(a) inthe case of an individual, his name and address;

(b) in the case of an organisation, its name and address smdfahe
authorised person; and

(c) the purpose for which the information is to be used.

(5) In the case any inspection is refused, the registrar on application
made by the person to whom inspection has been refused and upon notice to the
company, may bgrder direct an immediate inspection of the register.

(6) Any contravention or default in complying with requirements of
this section shall be an offence shall be liable to a penalty of level 1 on the
standard scale.

MISCELLANEOUS PROVISIONS REGARDING INVESTMENTS,
CONTRACTS OFFICERS AND SHAREHOLDINGS, TRADING AND
INTERESTS

199. Investments in associated companies and undertakirdy (1) A
company shall not make any investment in any of its associated companies or
associated undertakings except underahthority of a special resolution which
shall indicate the nature, period, amount of investment and terms and conditions
attached thereto.

Explanation: The term dnvestmend shall include equity, loans,
advances, guarantees, by whatever name cabtegpefor the amount due as
normal trade credit, where the terms and conditions of trade transaction(s) carried
out on armdength and in accordance with the trade policy of the company.

(2) The company shall not invest in its associated company or
associated undertaking by way of loans or advances except in accordance with an
agreement in writing and such agreement shédir-alia include the terms and
conditions specifying the nature, purpose, period of the loan, rate of return, fees
or commissionyepayment schedule for principal and return, penalty clause in
case of default or late repayments and security, if any, for the loan in accordance
with the approval of the members in the general meeting:

Provided that the return on such investment shail be less than the
borrowing cost of the investing company or the rate as may be specified by the
Commission whichever is higher and shall be recovered on regular basis in
accordance with the terms of the agreement, failing which the directors shall be
personally liable to make the payment:
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Provided further that the directors of the investing company shall certify
that the investment is made after due diligence and financial health of the
borrowing company is such that it has the ability to repay the &saper the
agreement.

(3) The Commission may

(@) by notification in the official Gazette, specify the class of
companies or undertakings to which the restriction provided in sub
section (1) shall not apply; and

(b) through regulations, specify such d@sure requirements,
conditions and restrictions on the nature, period, amount of
investment and terms and conditions attached thereto, and other
ancillary matters.

(4) An increase in the amount or any change in the nature of
investment or the termsd conditions attached thereto shall be made only under
the authority of a special resolution.

(5) Every company shall maintain and keep at its registered office a
register of investments in associated companies and undertakings containing such
particulars as may be specified.

(6) Any contravention or default in complying with requirements of
this section shall be an offence liable to a penalty of level 3 on the standard scale
and in addition, shall jointly and severally reimburse to the companyoss
sustained by the company in consequence of an investment which was made
without complying with the requirements of this section.

200. Investments of company to be held in its own namé (1) All
investments made by a company on its own behalf bhathade and held by it in
its own name:

Provided that the company may hold any shares in its subsidiary
company in the name of any nominee of the company, if it is necessary to do so,
to ensure that the number of members of the subsidiary companyriednoed
below the statutory limit.

(2) Where the company has a right to appoint or get elected any person
as a director of any other company and a nominee of the company in exercise of
such right has been so appointed or elected, the shares in seichastipany of
an amount not exceeding the nominal value of the qualification shares which are
required to be held by a director thereof, may be registered or held by such
company jointly in its own name and in the name of such person or nominee, or
in thename of such person or nominee alone.
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(3) Nothing in this section shall be deemed to prevent a company from
depositing with, or transferring to, or holding, or registering in the name of a
central depository any shares or securities.

(4) Where, in pusuance of proviso to stdection (1) or provisions of
subsections (2) or (3), any shares or securities in which investments have been
made by a company are not held by it in its own name, the company shall
forthwith enter in a register maintained by dr fthe purpose at its registered
office the nature, value and such other particulars as may be necessary fully to
identify such shares or securities.

(5 The register maintained under ssixtion (4) shall, be open to the
inspection of members withogharge, and to any other person on payment of
such fees as the company may specify in this behalf during business hours,
subject to such reasonable restrictions, as the company may impose, so that not
less than two hours in each day be allowed.

(6) Any member may require a certified copy of register or any part
thereof, on payment of such fee as may be fixed by the company.

(7) The certified copies requested under this section shall be issued
within a period okseven days

(8) A member seeking toxercise either of the rights conferred by
subsections (5) or (6) must make a request to the company to that effect.

(9) If a company contravenes the provisions of-sabtion (1), the
company shall be punishable with fine which may extend to fiveamilupees
and every officer of the company who is in default shall be punishable with
imprisonment for a term which may extend to two years or with fine which may
extend to one million rupees, or with both.

(10) Any contravention or default in complynwith requirements of
subsections (4), (5) or (6), shall be an offence liable to a penalty of level 1 on the
standard scale; and the registrar may by an order compel an immediate inspection
of the register or direct that copies required shall be sehetpersons requiring
them.

201. Method of contracting.d (1) A contract or other enforceable
obligation may be entered into by a company as follows:

(a) an obligation which, if entered into by a natural person, will, by
law, be required to be by deed or ethise in writing, may be
entered into on behalf of the company in writing signed under the
name of the company by a director, attorney or any other person
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duly authorised by the boamhd may affix common seal of the
company

(b) an obligation which, if ented into by a natural person, is not, by
law, required to be in writing, may be entered into on behalf of the
company in writing or orally by a person acting under the
companys express or implied authority.

(2) All contracts made according to sabcton (1) shall be effectual in
law and shall bind the company and its successors and all other parties thereto,
their heirs, or legal representatives as the case may be.

202. Execution of bills of exchange, promissory notes and deeds
(D A bill of excharge or promissory note shall be deemed to have been made,
drawn, accepted or endorsed on behalf of a company if made, drawn, accepted or
endorsed in the name of, or on behalf of or on account of, the company by any
person acting under its authority, expresgmplied.

(2) A company may, by writing, authorise any person, either generally
or in respect of any specified matters, as its attorney to execute deeds on its
behalf in any place either in or outside Pakistan.

(3 A deed signed by such an atteynon behalf of the company and
under his seal shall bind the company and have the effect as if it was made by the
company itself.

203. Company to have official seal for use abroaé (1) A company
that has a common seal may have an official seal fooutséde Pakistan.

(2) The official seal must be a facsimile of the comgangommon
seal, with the addition on its face of the name of every territory where it is to be
used.

(3) The official seal when duly affixed to a document has the same
effect & the compar® common seal.

(4) A company having such an official seal may, by writing under its
common seal, authorise any person appointed for the purpose in any territory not
situate in Pakistan to affix the same to any deed or other documentcto tivli
company is party in that territory.

(5) The authority of any such agent shall, as between the company and
any person dealing with the agent, continue during the period, if any, mentioned
in the instrument conferring the authority, or if no perieanentioned therein,
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then until notice of the revocation or determination of the d@gemithority has
been given to the person dealing with him.

(6) The person affixing any such official seal shall, by writing under
his hand, on the deed or other downt to which the seal is affixed, certify the
date and place of affixing the same.

(7) A deed or other document to which an official seal is duly affixed
shall bind the company as if it had been sealed with the common seal of the
company.

204. Duties of directors.d (1) Subjectto the provisionsof this Act, a
directorof acompanyshallactin accordanceavith thearticlesof thecompany.

(2) A directorof a companyshallactin goodfaith in orderto promote
the objectsof the companyfor the benefit of its membersasa whole,andin the
bestinterestof the company jts employeeshe shareholderthe communityand
for the protectionof environment.

(3) A director of a companyshall dischargehis dutieswith due and
reasonableare,skill anddiligenceandshallexercisandependenjudgment.

(4) A directorof acompanyshallnotinvolve in a situationin which he
may havea director indirectinterestthat conflicts, or possiblymay conflict, with
theinterestof the company.

(5) A directorof a companyshall not achieveor attemptto achieve
any unduegain or advantageeither to himself or to his relatives, partners,or
associateandif suchdirectoris found guilty of makinganyunduegain, he shall
beliable to payanamountequalto thatgainto thecompany.

(6) A director of a company shall not assign his office and any
assignmensomadeshallbevoid.

(7) In addition to the precedingsubsections,the Commissionmay
providefor the extentof dutiesandtherole of direciorsasmaybe specified.

(8) Any breach of duty, default or negligence by a director in
contravention of the articles of the company or any of its policy or decision
of the board may be ratified by the company through a special resolution
and the Commision may impose any restriction as may be specified.

(90 Without prejudice to any other action that may be taken under this
Act or any other law, any contravention or default in complying with
requirements of this section shall be an offence liablegeralty of level 1 on
the standard scale.
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205. Disclosure of interest by directord (1) Every director of a
company who is in any way, whether directly or indirectly, concerned or
interested in any contract or arrangement entered into, or to be d@nterdwy or
on behalf of the company shall disclose the nature of his concern or interest at a
meeting of the board:

Provided that a director shall be deemed also to be interested or
concerned if any of his relatives, is so interested or concerned.

Explanation.d For the purpose of this sectidgidirector& relatives,
ared

(&) the directods spouse;
(b) the directods children, including the step children;
(c) the directoés parents;

(2) The disclosure required to be made by a directorrsubesection (1)
shall be mad&

(a) in the case of a contract or arrangement to be entered into, at the
meeting of the board at which the question of entering into the
contract or arrangement is first taken into consideration or, if the
director was not, on the date of thateeting, concerned or
interested in the contract or arrangement, at the first meeting of the
board held after he becomes so concerned or interested; and

(b) in the case of any other contract or arrangement, at the first meeting
of the board held after therdctor becomes concerned or interested
in the contract or arrangement.

(3) For the purposes of stdections (1) and (2), a general notice given
to the board to the effect that a director is a director or a member of a specified
body corporate or a paer of a specified firm and is to be regarded as concerned
or interested in any contract or arrangement which may, after the date of the
notice, be entered into with that body corporate or firm, shall be deemed to be a
sufficient disclosure of concern onterest in relation to any contract or
arrangement so made.

(4) Any such general notice shall expire at the end of the financial year
in which it is given, but may be renewed for further period of one financial year
at a time, by a fresh notice givamthe last month of the financial year in which
it would otherwise expire.
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(5) No such general notice, and no renewal thereof, shall be of effect
unless either it is given at a meeting of the board, or the director concerned takes
reasonable steps tosme that it is brought up and read at the first meeting of the
board after it is given.

(6) Any contravention or default in complying with requirements of
subsections (1) or (2), shall be an offence liable to a penalty of level 1 on the
standard scal

206. Interest of officers- (1) Save as provided in section 205 in respect
of directors, no other officer of a company who is in any way, directly or
indirectly, concerned or interested in any proposed contract or arrangement with
the company shallyjnless he discloses the nature and extent of his interest in the
transaction and obtains the prior approval of the board, enter into any such contract
or arrangement.

(2) Any contravention or default in complying with requirement under
this section shabe an offence liable to a penalty of level 1 on the standard scale.

207. Interested director not to participate or vote in proceedings of
board.- (1) No director of a company shall, as a director, take any part in the
discussion of, or vote on, any mteact or arrangement entered into, or to be
entered into, by or on behalf of the company, if he is in any way, whether directly
or indirectly, concerned or interested in the contract or arrangement, nor shall his
presence count for the purpose of formengjuorum at the time of any such
discussion or vote; and if he does vote, his vote shall be void:

Provided that a director of a listed company who has a material personal
interest in a matter that is being considered at a board meeting shall not be
presat while that matter is being considered.

(2) If majority of the directors are interested in, any contract or
arrangement entered into, or to be entered into, by or on behalf of the company,
the matter shall be laid before the general meeting for aglprov

(3) Subsection (1) shall not applydo

(@ a private company which is neither a subsidiary nor a holding company
of a public company;

(b) any contract of indemnity or insurance coverage executed by the
companyin favour of interested director against dogs which he
may suffer or incur by reason of becoming or being a surety for
the company or while undertaking any transaction on behalf of the
company:
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Provided that for the purpose of clause (b), a company shall
only insure the liability of nterested director where such liability
arises out of a transaction validly approved by the board or the
members of the company as the case may be:

(4) Any contravention or default in complying with requirements under
this section shall be an offencablie to a penalty of level 1 on the standard scale.

208. Related party transactions: (1) A company may enter into any
contract or arrangement with a related party only in accordance with the policy
approved by the board, subject to such conditions as e specified, with
respect té

(a) sale, purchase or supply of any goods or materials;

(b) selling or otherwise disposing of, or buying, property of any kind;
(c) leasing of property of any kind;

(d) availing or rendering of any services;

(e) appointment of any amt for purchase or sale of goods, materials,
services or property; and

() such related parfg appointment to any office or place of profit in
the company, its subsidiary company or associated company:

Provided that where majority of the directors aneiiested in
any of the above transactions, the matter shall be placed before the
general meeting for approval as special resolution:

Provided also that nothing in this sabction shall apply to
any transactions entered into by the company in its ardioourse
of business on an afimlength basis.

Explanation.d In this subsectio®
(a) the expressiofioffice of profitd means any offio@

() where such offices held by a director, if thelirector
holding it receives from the company anything by way
of renmuneration over and above the remuneration to
which he is entitled as director, by way of salary, fee,
commission, perquisites, any rdrée accommodation,
or otherwise;
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(ii)

where such office is held by an individual other than a
director or by any firm, pviate company or other body
corporate, if the individual, firm, private company or
body corporate holding it receives from the company
anything by way of remuneration, salary, fee, commission,
perquisites, any refitee accommodation, or otherwise;

(b) the eyressionfiarm& length transactiord means a transaction
which is subject to such terms and conditions as may be
specified.

(€)

the expressiofirelated partyoincludes

0]
(i)
(iii)

(iv)

(v)

(vi)

(vii)

adirectoror hisrelative:
a key managerial personnel or his relative;

a firm, in which a director, manager or his relative is a
partner;

a private company in which a director or manager is a
member or director;

a public company in which a director or manager is a
director or holds alongwith his relatives, any shares of its
paid up shareapital;

any body corporate whose chief executive or manager is
accustomed to act in accordance with the advice, directions
or instructions of a director or manager;

any person on whose advice, directions or instructions a
director or manager is accustedhto act:

Provided that nothing in sulfauses (Vi and
(vii) shall apply to the advicalirections or instructions
given in a professional capacity;

(viii) any company which &

(A) a holding, subsidiary or an associated company of
such corpany; or
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(B) a subsidiary of a holding company to which it is
also a subsidiary;

(ix) such other person as may be specified,;

Explanation.d For the purpose of this sectidrelativeo
means spouse, siblings and lineal ascendants and descendants
of a peson.

(2) Every contract or arrangement entered into undesseahon (1)
shall be referred to in the bo@sdreport to the shareholders alewih the
justification for entering into such contract or arrangement.

(3) The Commission may specify thiecord to be maintained by the
company with regards to transactions undertaken with the related party.

(4) Where any contract or arrangement is entered into by a director or
any other employee, without obtaining the consent of the board or approaal by
special resolution in the general meeting undersadbion (1) and if it is not
ratified by the board or, as the case may be, by the shareholders at a meeting
within ninety days from the date on which such contract or arrangement was
entered into, suchontract or arrangement shall be voidable at the option of the
board and if the contract or arrangement is with a related party to any director, or
is authorised by any other director, the directors concerned shall indemnify the
company against any lossimred by it.

(5) Without prejudice to anything contained in sadxtion (4), it shall
be open to the company to proceed against a director or any employee who had
entered into such contract or arrangement in contravention of the provisions of
this setion for recovery of any loss sustained by it as a result of such contract or
arrangement.

(6) Any director or any other employee of a company, who had entered
into or authorised the contract or arrangement in violation of the provisions of
this section shall be liablé

(&) in case of listed company, be punishable with imprisonment for a
term which may extend to three years or with fine which shall not
be less than five million rupees, or with both; and

(b) in case of any other company, to a penalty of l2veh the standard
scale.

209 Register of contracts or arrangements in which directors are
interestedd (1) Every company shall keep one or more regigitiag separately
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the particulars of all contracts or arrangements, in such manner and containing
such particulars as may be specified by the Commission.

(2) Every director shall, within a period of thirty days of his appointment,
or relinquishment of his office, as the case may be, disclose to the company the
particulars relating to hisoncern orinterest in the otheassociations which are
required to be included in the register under-sediion (1) or such other
information relating to himself as may be specified.

(3) The register referred to in ssbction (1) shall be kept at the
registerd office of the company and it shall be open for inspection at such office
during business hours aDéxtracts may be taken therefrom, and copies thereof
as may be required by any member of the company shall be furnished by the
company to such extent, inch manner, and on payment of such fees as may be
specified.

(4) The register to be kept under this section shall also be produced at
the commencement of every annual general meeting of the company and shall
remain open and accessible during the comatirte of the meeting to any person
having the right to attend the meeting.

(5) Nothing contained in subection (1) shall applto any contract or
arrangemerdt

(a) for the sale, purchase or supply of any goods, materials or services
if the value of suchapds and materials or the cost of such services
does not exceed five hundred thousand rupees in the aggregate in
any year; or

(b) by a banking company for the collection of bills in the ordinary
course of its business.

(6) Any contravention or defaulhicomplying with requirements under
this section shall be an offence liable to a penalty of level 1 on the standard scale.

210. Contract of employment with directors.d (1) Every company
shall keep at its registered offite

(&) where a contract of service twia director is in writing, a copy of
the contract; or

(b) where such a contract is not in writing, a written memorandum
setting out its terms.
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(2) The copies of the contract or the memorandum kept under sub
section (1) shall be open to inspection by ammber of the company without
payment of fee.

(3) Any contravention or default in complying with requirement under
this section shall be an offence liable to a penalty of level 1 on the standard scale.

(4) The provisions of this section shall ragiply to a private company.

211. Restriction on non-cash transactions involving directorsd (1)
No company shall enter into an arrangement by which

(a) a director of the company or its holding, subsidiary or associated
company or a person connected wiim acquires or is to acquire
assets for consideration other than cash, from the company; or

(b) the company acquires or is to acquire assets for consideration other
than cash, from such director or person so connected,;

unless prior approval for such amgement is accorded by a resolution of the
company in general meeting and if the director or connected person is a director
of its holding company, approval under this seagtion shall also be required to

be obtained by passing a resolution in generatinggef the holding company.

(2) The notice for approval of the resolution by the company or holding
company in general meeting under saation (1) shall include the pauiars of
the arrangement alongith the value of the assets involved in suataagement
duly calculated by a registered valuer.

(3) Any arrangement entered into by a company or its holding
company in contravention of the provisions of this section shall be voidable at
the instance of the company uni@ss

(a) the restitution of anymoney or other consideration which is the
subject matter of the arrangement is no longer possible and the
company has been indemnified by any other person for any loss or
damage caused to it; or

(b) any rights are acquirdabna fidefor value and withoutatice of the
contravention of the provisions of this section by any other person.

(4) The company shall ensure that all cash transactions with its
directors are conducted only through banking channels.
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212. Declaring a director to be lacking fiduciary behaviour.d The
Court may declare a director to be lacking fiduciary behaviour if he contravenes
the provisions of section 205 or ssikction (1) of section 206 or sections 207 or 208:

Provided that before making a declaration the Court shall afford the
director concerned an opportunity of showing cause against the proposed action.

213.Disclosure to members of director8interest in contract appointing
chief executive or secretary) (1) Every director of a company who is in any
way, whether directly oindirectly, concerned or interested, in any appointment
or contract for the appointment of a chief executive, wiiole director or
secretary of the company shall disclose the nature of his interest or concern at a
meeting of the board in which such apyment or contract is to be approved and
the interested director shall not participate or vote in the proceedings of the
board.

(2) All contracts entered into by a company for the appointment of a
chief executive, wholdéime director or secretary shdile kept at the registered
office of the company.

(3) Every contract required to be kept under-sabtion (2) must be
open to inspection by any member of the company without charge.

(4) Any member of the company is entitled, on request and on paymen
of such fee as may be fixed by the company, to be provided with a copy of any
such contract. The copy must be provided within seven days after the request is
received by the company.

(5) Any contravention or default in complying with requirements unde
this section shall be an offence liable to a penalty of level 1 on the standard scale.

214. Contracts by agents of company in which company is undisclosed
principal .0 (1) Every officer or other agent of a company, other than a private
company, not beinthe subsidiary company of a public company, who enters into
a contract for or on behalf of the company in which contract the company is an
undisclosed principal shall, at the time of entering into the contract, make a
memorandum in writing of the terms obntract, and specify therein the person
with whom it has been made.

(2) Every such officer or other agent shall forthwith delike
memorandum aforesaid to the company and its directors which shall be laid
before next meeting of the board.
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(3) If any such officer or other agent makes default in complying with
the requirements of this sectibn

(a) the contract shall, at the option of the company, be void as against
the company; and

(b) such officer or other agent shall be liable to a penalty of level 1 on
the standard scale.

215. Liability for undesired activities of the shareholdersd (1)
A memberof a companyshall actin goodfaith while exercisingits powersasa
shareholderat the generalmeetingsand shall not conduct themselvesin a
manner that is considereddisruptive to proceedingsof the meeting

(2)  Without prejudiceto his rights underthis Act, a memberof the
companyshall not exert influence or approach the management directly for
decisions which may lead to create hurdle in the snfanttioning of management.

(3) Any shareholder who fails to conduct in the manner provided in
this section and as specified by the Commission shafiuiley of an offence
underthis sectionandshall be liable to a penaltynot exceedingf level 1 on the
standardscale.

216. Company deemed to be a public interest company in certain
circumstancesd (1) Notwithstanding anything contained in this Act, a company
shall be deemed to be a company with public interest as envisaged in the Third
Schedule.

(2) Upon being deemed as a company with public interest, the company
shall be required to comply with such disclosure and reporting
requirements as may be specified by the Commission.

(3) The Commission may as specified, after giving an opportunity of
heaing to a company or class of companies, by an order in writing
exempt such company from the requirements of this section if the
Commission determines that such exemption is in the interest of the
public:

Provided that such order shall be posted on tfiicial
website of the Commission.

217. Securities and deposit® (1) Save as provided in section 84, no
company or any of its officers or agents shall receive or utilise any money
received as security or deposit, except in accordance with a contwaiting.
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(2) The money so received shall be kept in a special account maintained
by a company with a scheduled bank.

(3) This section shall not apply where the money received is in the
nature of an advance payment for goods to be delivered or s@d &ment,
dealer or sulagent in accordance with a contract in writing.

218 Employee$provident funds, contributory retirement funds and
securities: (1) All moneys or securities deposited with a company by its
employees in pursuance of their contsaof service with the company shall be
kept or deposited by the company within fifteen days from the date of deposit in
a special account to be opened by the company for the purpose in a scheduled
bank or in the National Saving Schemes, and no porticedhshall be utilized
by the company except for the breach of the contract of service on the part of the
employee as provided in the contract and after notice to the employee concerned.

(2) Where a provident fund, contributory pension fund or any other
contributory retirement fund has been constituted by a company for its employees or
any class of its employeeall moneys contributed to such fund, whether by the
company or by the employees or by both, or received or accruing by way of
interest, profitor otherwise from the date of contribution, receipt or accrgl, a
the case may be, shall eitBer

(@) be depositedl
() in a National Savings Scheme;

(i) in a special account to be opened by the company for the
purpose in a scheduled bank; or

(i) where the company i is a scheduled bank, in a special
account to be opened by the company for the purpose either in
itself or in any other scheduled bank; or

(b) beinvested i@
(i) Government securities; or

(i) bonds, redeemable capital, debt securities or instruments issued
by a statutory body, units of collective investment schemes
registered as notified entities with the Commission, and in listed
securities including shares of companies, bonds, redeemable
capital, debt securities and equity securities, subject to the
conditionsas may be specified.
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(3) Where a trust has been created by a company with respect to any
provident fund or a contributory pension fund or any contributory retirement
fund referred to in subection (2), the company shall be bound to collect the
contribution of the employees concerned and pay such contributions as well as its
own contributions, if any, to the trustees within fifteen days from the date of
collection, and thereupon, the obligations laid on the company by that sub
section shall devolve ome trustees and shall be discharged by them instead of
the company.

(4) The trustees of provident fund, contributory pension or retirement
fund shall have appropriate representation from the members of the funds.

219. Penalty for contravention of setion 217 or 2183 Any
contravention or default in complying with requirements of sections 217 or 218 shall
be anoffence liable to a penalty of level 1 on the standard scale and shall also be
liable to pay the loss suffered by the depositor of securitheremployee, on
account of such contravention.

ACCOUNTS OF COMPANIES

220. Books of account, to be kept by company.(1) Every company
shall prepare and keep at its registered office books of account and other relevant
books and papers and financiatements for every financial year which give a
true and fair view of the state of the affairs of the company, including that of its
branch office or offices, if any:

Provided that in the case of a company engagedoduction, processing,
manufacturingor mining activities, such particulars relating to utilisation of
material or labour or the other inputs or items of @sshay be specified shall
also be maintained:

Provided further that all or any of the books of account aforesaid and
other relevanpapers may be kept at such other place in Pakistan as the board
may decide and where such a decision is taken, the company shall, within seven
days thereof, file with the registrar a notice in writing giving the full address of
that other place.

(2) Where a company has a branch office in Pakistan or outside Pakistan,
it shall be deemed to have complied witie provisions of subection ), if
proper books of account relating to the transactions effected at the branch office
are kept at that office amgtoper summarized returns are sent periodically by the
branch office to the company at its registered office or the other place referred to
in subsection ().
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(3 The books of account and other books and papers maintained by
the company within Pagian shall be open for inspection at the registered office
of the company or at such other place in Pakistan by any director during business
hours, and in the case of financial information, if any, maintained outside the
country, copies of such financiaiformation shall be maintained and produced
for inspection by any director.

(49 Where an inspection is made under-sebtion 8), the officers and
other employees of the company shall give to the director making such inspection
all assistance in conogon with the inspection which the company is reasonably
expected to give.

(5) The books of account of every company relating to a period of not
less than ten financial years immediately preceding a financial year, or where the
company had been in exénce for a period less than ten years, in respect of all
the preceding years together with the vouchers relevant to any entry in such
books of account shall be kept in good order.

(6) If a company fails to comply with any of the requirements of this
section, every director, including chief executive and chief financial officer, of
the company who has by his act or omission hibencause of such default
shald

(@) inrespect of a listed company, be punishable with imprisonment for
a term which may exten two year and with fine which shall not
be less than five hundred thousand rupees nor more than five
million rupees, and with a further fine which may extend to ten
thousand rupees for every day after the first during which the
default continues; and

(b) in respect of any other company, be punishable with imprisonment
for a term which may extend to one year and with fine which may
extend to one hundred thousand rupees.

(7) The provisions of this section except those of-settion (5), shall
apply mutais mutandigo the books of account which a liquidator is required to
maintain and keep.

221. Inspection of books of account by the Commissiod (1) The
books of account and books and papers of every company shall be open to
inspection by any officer albrised by the Commission in this behalf if, for
reasons to be recorded in writing, the Commission considers it necessary so to do.

(2) It shall be the duty of every director, officer or other employee of
the company to produce to the person makingaogon under subection (1) all
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such books of account and books and papers of the company in his custody or
under his control, and to furnish him with any such statement, information or
explanation relating to the affairs of the company, as the saidrperay require

of him within such time and at such place as he may specify.

(3) It shall also be the duty of every director, officer or other employee
of the company to give to the person making inspection under this section all
assistance and facilitah in connection with the inspection which the company
may be reasonably expected to give.

(4) The officer making the inspection under this section ndaying
the course of inspectién

(&) make or cause to be made copies of books of account and other
books and papers; or

(b) place or cause to be placed by marks of identification thereon in
token of the inspection having been made;

(c) take possession of such documents and retain thethiftyr days
if there are reasonable grounds for believing that thepwdence
of the commission of an offence.

(5) Where an inspection of the books of account and books and papers
of the company has been conducted under this section, by an officer authorised
by the Commission, such officer shall make a report to the Gssion.

(6) Any officer authorised to make an inspection under this section
shall have all the powers that the Commission has under this Act in relation to
the making of inquiries.

222. Default in compliance with provisions of section 228 (1) If
default is made in complying with the provisions of section 221, every person
who is in default shall be punishable with imprisonment for a term which may
extend toone hundred and eighty daysand with fine which may extend to one
hundred thousand rupees.

(2) Where a director or any other officer of a company has been
convicted of an offence under this section, he shall, on and from the date on
which he is so convicted, be deemed to have vacated his office as such and, on
such vacation of office, shall besqualified for holding such office in any
company, for a period of three years.
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223. Financial Statementsd (1) The board of every company must lay
before the company in annual general meeting its financial statements for the
period, in the case of firsuch statements since the incorporation of the company
and in any other case since the preceding financial statements, made up to the
date of close of financial year adopted by the company.

(2) The financial statements must be laid within a period of
one hundred and twenty days following the close of financial year of a
company:

Provided that, in the case of a listed company the Commission, and in
any other case the registrar, may, for any special reason, extend the period for a
term not exceedinthirty days.

(3) Subject to the provision of stdection (2), the first financial
statement must be laid at some date not later than sixteen months after the date of
incorporation of the company and subsequently once at least in every calendar
year.

(4) The period to which the statements aforesaid relate, not being the
first, shall not exceedne yearexcept where special permission of the registrar
has been obtained.

(5) The financial statement shall be audited by the auditor of the
company, in te manner hereinafter provided, and the auditoeport shall be
attached thereto:

Provided that nothing in this stdection shall apply to a private
company having the paid up capital not exceeding one million rupees or such
higher amount of paid up cajpal as may be notified by the Commission.

(6) Every company shall send in the form and manner specified audited
financial statements together with the audidoeport, director8report and in the
case of a listed company the chairi@gareview reporto every member of the
company and every person who is entitled to receive notice of general meeting,
either by post or electronically at least twentye days before the date of
meeting at which it is to be laid before the members of the company, ahd shal
keep a copy at the registered office of the company for the inspection of the
members.

(7) A listed company shall, simultaneously with the dispatch of the
financial statements together with the reports referred to irsasciton (6), send
by post thre copies and electronically a copy of such financial statements
together with said reports to each of the Commission, registrar and the securities
exchange and shall also post on the comigwgbsite:
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Provided that the reports shall be made availabl¢henwebsite of the
Company for a time period as may be specified.

(8) The provisions of sukection (6) of section 220 shall apply to any
person who is a party to the default in complying with any of the provisions of
this section.

(9) This section kall not apply to a single member compaxgept to
the extent as provided in sglkction (5)

224. Classification of Companiesd For the purpose of this Act, the
companies may be classified in such categories as may be specified in the Third
Schedule.

225. Contents of Financial Statementsd (1) The financial statements
shall give a true and fair view of the state of affairs of the company, comply with
the financial reporting standards notified by the Commission and shall be
prepared in accordance withethequirements contained in the Third Schedule for
different class or classes of companies:

Provided that for the purpose of preparation of financial statements and
related accounting treatment of associated companies shall be in accordance with
financid reporting standards or such other standards as may be notified by the
Commission:

Provided further that, except to the extent, otherwise notified in the
official Gazette by the Commission, this ssdxction shall not apply to an
insurance or banking cqrany or to any other class of companies for which the
requirements of financial statements are specified in the law regulating such class
of companies.

(2) The Commission may, of its own motion or upon application by a
company, modify, in relation to &t company, the requirements of the relevant
Schedule for the purpose of adapting it to the circumstances of a company.

(3) The Commission shall have power from time to time to grant
exemption to any company or any class of companies if it is in thiecpoterest
so to do, from compliance with all or any of the requirements of the relevant
Schedule.

(4) Notwithstanding anything in this Act any company that intends to
make unreserved compliance of IFRS issued by the IASB shall be permitted to
do so.
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Explanation.d The expressiomIFRS0 means International Financial
Reporting Standards and the expressi&@6B0 means International Accounting
Standards Board.

(5) The provisions of sukection (6) of section 220 shall apply to any
person who is a psrto the default in complying with any of the provisions of
this section.

226.Duty to prepare directorsdreport and statement of complianced
(1) The board shall prepare a direcioeport for each financial year of the company:

Provided that nothip in this subksection shall apply to a private
company,not being a subsidiary of public compaimgving the paid up capital
not exceeding three million rupees.

(2) The Commission may by general or special order, direct such class
or classes of comparsi¢o prepare a statement of compliance.

(3) The board of a holding company, required to prepare consolidated
financial statements under section 228, shall in its report to the members as
provided in section 227, include information on matters spedifisdbsection (2
of section 227 with respect to the consolidated financial statements.

(4) The directors in their report shall give greater emphasis to the
matters that are significant to the undertakings included in the consolidation.

(5 Any contavention or default in complying with requirements of
this section shall be an offence liable to a penalty of level 1 on the standard scale.

227. Contents of directorg report and statement of complianced
(1) The directors shall make out and attachhi financial statements, a report
with respect to the state of the comp@ngffairs and a fair review of its business,
the amount (if any), that the directors recommend should be paid by way of
dividend and the amount (if any), they propose to carry éoRbserve Fund,
General Reserve or Reserve Account.

(2) In the case of a public company or a private company which is a
subsidiary of a public company, the directors report, in addition to the matters
specifia in subsection (1) must stade

(a) the namesfahe persons who, at any time during the financial year,
were directors of the company;

(b) the principal activities and the development and performance of the
companys business during the financial year;
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(c)

(d)

(€)

(f)

(¢))

(h)
(i)

()

(k)
()

a description of the principal risks and uncetiai facing the
company;

any changes that have occurred during the financial year
concerning the nature of the business of the company or of its
subsidiaries, or any other company in which the company has
interest,;

the information and explanation in sg to any contents of
modification in the audit@s report;

information about the pattern of holding of the shares in the form
specified;

the name and country of origin of the holding company, if such
company is a foreign company;

the earning per share

the reasons for loss if incurred during the year and future prospects
of profit, if any;

information about defaults in payment of any debts and reasons
thereof;

comments in respect of adequacy internal financial controls;

any material changes andmmitments affecting the financial
position of the company which have occurred between the end of
the financial year of the company to which the financial statement
relates and the date of the report; and

(m) any other information as may be specified.

3)

In the case of a listed company, the business review must, to the

extent necessary for understanding the development, performance or position of
the compangs business, include

(@)

(b)
(€)

the main trends and factors likely to affect the future development,
performance and position of the compdrybusiness;

the impact of the compaég/business on the environment;

the activities undertaken by the company with regard to corporate
social responsibility during the year; and
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(d)

(4)

director®responsibility in respect of ageacy of internal financial
controls as may be specified.

The board shall make out and attach to the financial statement such

statement of compliance as may be specified.

(5)

The directoré report and statement of compliance must be

approved byhe board and signed by the chief executive and a director of the

company.
(6)
(a)

(b)

Whoever contravenes any of th@yisions of this section shéll

in respect of a listed company, be punishable with imprisonment for
a term which may extend tao yearsandwith fine may extend to

five hundred thousand rupees and with a further fine which may
extend to ten thousand rupees for every day after the first during
which the default continues; and

in respect of any other company, be punishable with imprisonment
for a term which may extend tne yearand with fine which may
extend to one hundred thousand rupees.

228.Consolidated financial statement® (1) There shall be attached to
the financial statements of a holding company having a subsidiary or
subsidiariesat the end of the financial year at which the holding comisany
financial statements are made out, consolidated financial statements of the group
presented as those of a single enterprise and such consolidated financial
statements shall comply with the sdiosure requirements of the relevant
Schedule and financial reporting standards notified by the Commission:

Provided that nothing in this stdection shall apply to a private
company and its subsidiary, where none of the holding and subsidiary company
has the paid up capital exceeding one million rupees.

(2) Where the financial year of a subsidiary precedes the day on which
the holding compar® financial year ends by more thaimety days such
subsidiary shall make an interim closing, on the daywich the holding
companys financial year ends, and prepare financial statements for consolidation

purposes.

(3)

Every auditor of a holding company appointed under section 246

shall also report, in the specified form, on consolidated financial statemed
exercise all such rights and duties as are vested in him under sections 248 and
249 respectively.
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(4) There shall be disclosed in the consolidated financial statements
any note or saving contained in such accounts to call attention to a mattey wh
apart from the note or saving, would properly have been referred to in such a
gualification, in so far the matter which is the subject of the qualification or note
is not covered by the holding compé@mywn accounts and is material from the
point of view of its members.

(5) Every consolidated financial statement shall be signed by the same
persons by whom the individual financial statements of the holding company are
required to be signed, under section 232.

(6) All provisions of sections 22333, 234, 235 and 236 shall apply to
a holding company required to prepare consolidated financial statements under
this section as if for the woritompany appearing in these sections, the words
fiholding compangwere substituted.

(7) The Commission mayon an application of a holding company,
direct that the provisions of this section shall not apply to such extent as may be
specified in the direction.

(8) Any contravention or default in complying with requirements of
this section shall be an offenkiable to a penalty of level 2 on the standard scale.

229. Financial year of holding company and subsidiarnyd (1) The
board of a holding company shall ensure that, except where in their opinion there
are good reasons against it, its financial year arzh ed its subsidiaries
coincides.

(2) The Commission may, on an application of a holding company or a
subsidiary of the holding company, extend the financial year of any such
company for the purpose of ssbction (1).

(3) While granting any extensio under suisection (2), the
Commission may grant such other relaxations as may be incidental or ancillary
thereto.

230.Rights of holding companys representatives and member8 (1)
A holding company may, by resolution, authorise representatives nantied in
resolution to inspect the books of account kept by any of its subsidiaries; and the
books of account of any such subsidiary shall be open to inspection by those
representatives at any time during business hours.

(2) The rights conferred by secti®b6 upon members of a company
may be exercised, in respect of any subsidiary, by members of the holding
company as if they also were members of the subsidiary.
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231. Financial Statements of modaraba company to include
modarabaaccountsd (1) There must betached to the financial statements of a
modaraba company, the annual accounts and other reports circulated in
pursuance of the provisions of section 14 of the Modaraba Companies
and Modaraba (Floatation and Control) Ordinark@80 (XXXI of 1980), made
outd

(@) as at the end of the financial year of tm®darabawhere such
financial year coincides with the financial year of tmedaraba
company; and

(b) as at the end of the financial year of thedarabalast before that
of the modaraba company, where the finaral year of the
modarabadoes not coincide with that of tineodarabacompany.

(2) The provisions of subection (8) of section 228 shall apply to any
person who is a party to the default in complying with any of the provisions of
this section.

232. Approval and authentication of Financial Statementsd (1) The
financial statements, including consolidated financial statement, if any, must be
approved by the board of the company and signed on behalf of the board by the
chief executive and at least oneatitor of the company, and in case of a listed
company also by the chief financial officer:

Provided that when the chief executive is for the time being not available
in Pakistan, then the financial statements may be signed by at least two directors:

Provided further that in case of a private company having a paid up
capital not exceeding one million rupees, the financial statements shall also be
accompanied by an affidavit executed by the chief executive if the accounts are
signed by him or by any of ¢hdirectors if the accounts has been signed by two
directors, as the case may be, that the financial statements have been approved by
the board.

(2) The financial statements of a single member company shall be
signed by one director.

(3) Any contravation or default in complying with requirements of
this section shall be an offence liable to a penalty of level 1 on the standard scale.

233.Copy of Financial Statements to be forwarded to the registrad
(1) Without prejudice to the provisions of ssdxtion (5) of section 22&fter the
audited financial statements have been laid before the company at the annual
general meeting and duly adopted, a copy of such financial statements together
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with reports and documents required to be annexed to the daiyesigned in

the manner provided by sections 226, 232 and 251, shall be filed by the company
with the registrar within thirty days from the date of such meeting in case of a
listed company and within fifteen days in case of any other company.

(2) If the general meeting before which the financial statement is laid
does not adopt the same or defers consideration thereof or is adjourned, a
statement of that fact and of the reasons therefor shall be annexed to the said
financial statements required tofiled with the registrar.

(3) Nothing in this section shall apply to a private company having the
paid up capital not exceeding ten million rupeesuch higher amount of paid
up capital as may be notified by the Commissian

(4) Any contravention odefault in complying with requirements of
this setion shall be an offence lialde

(&) in case of a listed company, to a penalty of level 2 on the standard
scale; and

(b) in case of any other company, to a penalty of level 1 on the
standard scale.

234. Filing of unaudited financial statementsd (1) A private
company,not being a subsidiaryof public company,having the paid up capital
not exceeding one million rupees or such other amount of paid up capital as may
be notified by the Commission, shall file the lduauthenticated financial
statements, whether audited or not, with the registrar within thirty days from the
holding of such meeting.

(2) Any contravention or default in complying with requirement of this
section shall be an offence liable to a penaftievel 1 on the standard scale.

235. Right of member of a company to copies of the Financial
Statements and the auditoés report.d (1) Any member of the company is
entitled, on request and on payment of such fee as may be fixed by the company
to be proided with a copy of any financial statement. The copy must be
provided within seven days after the request is received by the company.

(2) Any contravention or default in complying with requirement of this
section shall be an offence liable to a penaftievel 1 on the standard scale.

236. Penalty for improper issue, circulation or publication of
Financial Statementsd If any copy of financial statements is issued, circulated
or published without there being annexed or attached thereto, as the gds® ma
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a copy each of (i) any component of financial statements, reports, or statements
referred therein, (ii) the audit@seport, (iii) review reports on the statement of
compliance, (iv) the directodseport and (v) the statements of compliance, the
company, and every officer of the company who is in default shall be liable to a
penalty of level 1 on the standard scale.

237. Quarterly financial statements of listed companie$. (1) Every
listed company shall prepare the quartéinancial statementswithin the period
ofd

(a) thirty days of the close of first and third quarters of its year of
accounts; and

(b) sixty daysof the close of its second quarter of its year of accounts:

Provided that the cumulative figures for the half year, presented
in the second quarter accounts shall be subjected to a limited scope
review by the statutory auditors of the company in such manner and
according to such terms and conditions as may be determined by
the Institute of Chartered Accountants of Pakistan apdoapd by
the Conmission:

Provided further that the Commission may, upon an
application by the company, extend the period of filing in case of
accounts of first quarter for a period not exceeding thirty days, if
the company was allowed extension in teh sections 223.

(2) The quarterly financial statements shall be posted on the cofspany
website for the information of its members and also be transmitted electronically
to the Commission, securities exchange and with the registrar within the period
specified under subection (1):

Provided that a copy of the quarterly financial statements shall be
dispatched in physical form if so requabsteyy any member without any fee:

Provided further that the Commission may specify the time period for
which the quarterly financial statements shall be made available on the website of
the company.

(3) The provisions of section 232 shall be applicable to the quarterly
financial statements.

(4) If a company fails to comply with any of the requirements of thi
section, every director, including chief executive and chief financial officer of the
company who has by his act or omission been the cause of such default shall be
liable to a penalty of level 2 on the standard scale.
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238. Power of Commission to requie submission of additional
statements of accounts and reportd (1) Notwithstanding anything contained
in any other provision of this Act the Commission may, by general or special
order, require companies generally, or any class of companies or any particul
company, to prepare and send to the members, the Commission, the registrar, the
securities exchange and any other person such periodical statements of accounts,
information or other reports, in such form and manner and within such time, as
may be spedciéd in the order.

(2) Any contravention or default in complying with requirement of this
section shall be an offence liable to a penalty of level 3 on the standard scale.

239. Rights of debentureholders to obtain copies of financial
statementsd (1) The holders of debentures, including the trustees for holders of
debentures, of a company shall be entitled to have copies of financial statements
of the company and other reports on payment of such fee as may be fixed by the
company.

(2) Any contravenibn or default in complying with requirements of
this section shall be an offence liable to a penalty of level 1 on the standard scale.

DIVIDENDS AND MANNER AND TIME OF PAYMENT THEREOF

240. Certain restrictions on declaration of dividendd (1) The
compaly in general meeting may declare dividends; but no dividend shall exceed
the amount recommended by the board.

(2) No dividend shall be declared or paid by a company for any
financial year out of the profits of the company made from the sale or digfosal
any immovable property or assets of a capital nature comprised in the
undertaking or any of the undertaking of the company, unless the business of the
company consists, whether wholly or partly, of selling and purchasing any such
property or assets, e#pt after such profits are set off or adjusted against losses
arising from the sale of any such immovable property or assets of a capital
nature:

Provided that no dividend shall be declared or paid out of unrealized gain
on investment property creditéal profit and loss account.

241. Dividend to be paid only out of profitsd Any dividend may be
paid by a company either in cash or in kind only out of its profits.

Explanation.d The payment of dividend in kind shall only be in the
form of shares of listé company held by the distributing company.
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242 .Dividend not to be paid except to registered shareholded Any
dividend declared by a company must be paid to its registered shareholders or to
their order within such period and in such manner as magdwfied:

Provided that any dividend payable in cash may be paid by cheque or
warrant or in any electronic mode to the shareholders entitled to the payment of
the dividend, as per their direction:

Provided further that in case of a listed company, divigdend payable
in cash shall only be paid through electronic mode directly into the bank account
designated by the entitled shareholders.

243. Directors not to withhold declared dividendd (1) When a
dividend has been declared, it shall not be lawduttie directors of the company
to withhold or defer its payment and the chief executive of the company shall be
responsible to make the payment in the manner provided in section 242.

Explanationd Dividend shall be deemed to have been declared on the
dake of the general meeting in case of a dividend declared or approved in the
general meeting and on the date of commencement of closing of share transfer
for purposes of determination of entitlement of dividend in the case of an interim
dividend and where gister of members is not closed for such purpose, on the
date on which such dividend is approved by the board.

(2) Where a dividend has been declared by a company but is not paid
within the period specified under section 242, the chief executive abthpany
shall be punishable with imprisonment for a term which may extend to two years
and with fine which may extend to five million rupees:

Provided that no offence shall be deemed to have been committed within
the meaning of the foregoing provisianghe following cases, namély

(@) where the dividend could not be paid by reason of the operation of
any law;

(b) where a shareholder has given directions to the company regarding
the payment of the dividend and those directions cannot be
complied with;

(c) where there is a dispute regarding the right to receive the dividend;

(d) where the dividend has been lawfully adjusted by the company
against any sum due to it from the shareholder; or
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(e) where, for any other reason, the failure to pay the dividend or to
post the warrant within the period aforesaid was not due to any
default on the part of the company; and

the Commission has, on an application of the company on the specified form
made within fortyfive days from the date of declaration of the dividend, and
after providing an opportunity to the shareholder or person who may seem to be
entitled to receive the dividend of making representation against the proposed
action, permitted the company to withhold or defer payment as may be ordered
by the Commission.

(3) Notwithstanding anything contained in sséction (2), a company
may withhold the payment of dividend of a member where the member has not
provided the complete information or documents as specified by the
Commission.

(4) Chief executive convictednaler suksection (2) shall from the day
of the conviction cease to hold the office of chief executive of the company and
shall not, for a period of five years from that day, be eligible to be the chief
executive or a director of that company or any otoengany.

244. Unclaimed shares,modarabacertificates and dividend to vest
with the Federal Governmentd (1) Notwithstanding anything to the contrary
contaired in this Act or any other laiv

(i) where shares of a companymodarabacertificates of aModaraba
have been issued; or

(i) where dividend has been declared by a compaMoadiarabg

which remain unclaimed or unpaid for a period of three years from the date it is
due and payable, or

(i) any other instrument or amount which remain unclaimed or unpaid,
having such nature and for such period as may be specified;

the company shall givainety days notices to the shareholders or certificate
holders or the owner, as the case may be, to file claitheifollowing manney

(@) by a registered post acknowledgement dan his last known
address; and

(b) after expiry of notice period as provided under clause (a), final
notice in the specified form shall be published in two daily
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newspapers of which one will be in Urdu and one in English having
wide circulation.

Explanation.d For the purpose of this sectidishares or fimodaraba
certificate® include unclaimed or undelivered bonus sharesnmdaraba
certificates andicompany includes @modarabacompany.

(2) If no claim is made before the company by the shareholder,
cetificate holder or the owner, as the case may be, the company shatiragter
days from the date of publication of notice under slaub) of suksection (1)
shalb

(&) in case of sum of money, deposit any unclaimed or unpaid amount
to the credit of the &deral Government; and

(b) in case of shares amodarabacertificates or other instrument,
report and deliver to the Commission such sharemadaraba
certificates or other instrument and the Commission shall sell such
shares omodarabacertificates or otheinstrument, as the case may
be, in the manner and within such period as may be specified and
deposit the proceeds to the credit of Federal Government:

Provided that where the company has deposited the unclaimed
or unpaid amount or delivered the shabesnodarabacertificates
or other instrument with the Commission for credit of the Federal
Government, the company shall preserve and continue to preserve
all original record pertaining to the deposited unclaimed or unpaid
amount and the sharesrmapodaraa certificates or other instrument
and provide copies of the relevant record to the Commission until it
is informed by the Commission in writing that they need not to be
preserved any longer.

(3) Notwithstanding anything contained in any law or procedar the
time being in force, the unclaimed or unpaid amount as well as the proceeds from
the sale of shares arodarabacertificates or any other instrument or any benefit
accrued thereon, as the case may be, shall be maintained in a profit bearing
accaint with the State Bank of Pakistan or National Bank of Pakistan to be called
fiCompanies Unclaimed Instruments and Dividend and Insurance Benefits and
Investors Education Accounis may be notified by the concerned Minister
Charge of the Federal Govenent and shall be deemed to be part of public
accounts and interest / profit accumulated thereon shall be credited on quarterly
basis to the Fund established under section 245 of this Act.

(4) Any person claiming to be entitled to any money paid into
fiCompanies Unclaimed Instruments and Dividend and Insurance Benefits and
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Investors Education Accoumtmay in pursuance of this section apply to the
Commission in such manner along with such documents as may be specified for
payment thereof, and the Commdssiafter necessary verification from the
company concerned forward to the bank as notified undessesttipn (3) to
make the payment to entitled person of the sum equivalent to his unclaimed or
unpaid dividend or amount of proceeds:

Provided that the panent to the claimant shall be made within a period
of thirty days from the date of verification by the company.

(5) A person shall be entitled to receive the sharesmodaraba
certificates or any other instrument as delivered to the Commission by the
company, making a claim under this Act before the sale of such unclaimed shares
or modarabacertificates or the instrument, is effected by the Commission.

(6) A person making a claim under this section shall be entitled to the
proceeds of the sale of teares omodarabacertificates or the instrument less
any deduction for expenses of sale.

(7) Payment to the claimant pursuant to -selstion (4) and a receipt
given by the bank in this respect shall be a good discharge to the Commission
and the bank.

(8) Where any dispute regarding unclaimed sharemdaraba
certificates, the instrument or dividend arises or is pending adjudication before
the competent authority or Court, the Commission shall process the claim in
accordance with the decision of swalthority or Court.

(9) No claim whatsoever shall be entertained after the period of ten
years from the credit of any amount to the account of the Federal Government to
be maintained under this section.

(10) Every company within thirty days of thdose of each financial
year shall submit to the Commission a return of all unclaimed shacearaba
certificates, the instruments or dividend in its books in the manner as may be
specified by the Commission.

(11) Whoever contravenes the provisions thfis section shall be
punishable with a penalty of level 3 on the standard scale.

(12) The account to be maintained under -sebtion (3) shall be
available on the direction of Ministamn-Charge to serve as a collateral in order
to facilitate the provisn of credit facility to the clearing house to address any
systemic risk in the capital market:
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Provided that powers under this ssdction shall be exercised only in
case where in opinion of the Commission the resources of the clearing house are
or likely to be insufficient for timely settlement of trades executed at the
securities and future exchanges.

245. Establishment of Investor Education and Awareness Funé
(1) There is hereby established a fund to be called Investor Education and
Awareness Fod (hereinafter in this section referred to @=und) to be
managed and controlled by the Commission as may be prescribed through rules.

(2) The Fund shall be credited with

(@) the interest/profit earned on thdiCompanies Unclaimed
Instruments and Dividel and Insurance Benefits and Investors
Education Accourt

(b) forfeited amounts under stdection (7) of section 87 of the
Securities Act, 2015;

(c) grants or donations given by the Federal Government, Provincial
Governments, companies, or any other instituto person for the
purposes of the Fund;

(d) the interest or other income received out of the investments made
from the Fund;

(e) the amount realised in terms of fourth proviso of section 341 or
fourth proviso of suksection (4) of section 372; and

() such othemmounts as may be prescribed.
(3) The Fund shall be utilized for

(@) the promotion of investor education and awareness in such manner
as may be prescribed;

(b) without prejudice to the generality of the object of-siduse (a) of
subsection (3)the Fund may be used ftre following purposes,
namelyd

(i) educational activities including seminars, training, research
and publications aimed at investors;

(i) awareness programs including through media print,
electronic, social media, aimed at investors;
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(i) funding investor education and awareness activities approved
by the Commission; and

(iv) to meet the administrative expenses of the Fund.

Explanation.d dlnvestorsd means investor in securities,
insurance policyholders and customers of -hank finance
companés andVodarabas

(4) The Commission shall, by notification in the official Gazette,
constitute an advisory committee with such members as may be prescribed, for
recommending investor education and awareness activities that may be
undertaken directly bythe Commission or through any other agency, for
utilization of the Fund for the purposes referred to insedtion (3).

(5) The accounts of the Fund shall be audited by auditors appointed by
the Commission who shall be a firm of chartered account@hes Commission
shall ensure maintenance of proper and separate accounts and other relevant
records in relation to the Fund giving therein the details of all receipts to, and,
expenditure from, the Fund and other relevant particulars.

(6) The Commissionmay invest the moneys of the Fund in such
manner as set out in section 20 of the Trusts Act, 1882 (Il of 1882).

AUDIT

246. Appointment, removal and fee of auditorsd (1) The first auditor
or auditors of a company shall be appointed by the board withaty days of
the date of incorporation of the company; and the auditor or auditors so
appointed shall retire on the conclusion of the first annual general meeting.

(2) Subject to the provisions of sidection (3), the subsequent auditor
or auditors sall be appointed by the company in the annual general meeting on
the recommendation of the board after obtaining consent of the proposed
auditors, a notice shall be given to the members with the notice of general
meeting. The auditor or auditors so appedhshall retire on the conclusion of the
next annual general meeting.

(3) A member or members having not less than ten percent
shareholding of the company shall also be entitled to propose any auditor or
auditors for appointment whose consent has bb&ired by him and a notice in
this regard has been given to the company not less than seven days before the
date of the annual general meeting. The company shall forthwith send a copy of
such notice to the retiring auditor and shall also be posted welitsite.
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(4) Where an auditor, other than the retiring auditor is proposed to be
appointed, the retiring auditor shall have a right to make a representation in
writing to the company at least two days before the date of general meeting. Such
representén shall be read out at the meeting before taking up the agenda for
appointment of the auditor:

Provided that where such representation is made, it shall be mandatory
for the auditor or a person authorized by him in writing to attend the general
meetingin person.

(5) The auditor or auditors appointed by the board or the members in
an annual general meeting may be removed through a special resolution.

(6) Any casual vacancy of an auditor shall be filled by the board within
thirty days from the dat¢hereof. Any auditor appointed to fill in any casual
vacancy shall hold office until the conclusion of the next annual general meeting:

Provided that where the auditors are removed during their tenure, the
board shall appoint the auditors with prior eppfal of the Commission.

(7) If the company, fails to appoit

(&) the first auditors within a period afinety days of the date of
incorporation of the company;

(b) the auditors at an annual general meeting; or

(c) an auditor in the office to fill up a casuaoancy within thirty days
after the occurrence of the vacancy; and

(d) if the appointed auditors are unwilling to act as auditors of the
company;

the Commission may, of its own motion or on an application made to it by the
company or any of its membersaett to make good the default within such time

as may be specified in the order. In case the company fails to report compliance
within the period so specified, the Commission shall appoint auditors of the
company who shall hold office till conclusion of thext annual general meeting:

(8) The remuneration of the audit of a company shall be fixéd
(@) by the company in the general meeting;

(b) by the board or by the Commission, if the auditors are appointed by
the board or the Commission, as the case may be
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(9)

Every company shall, within fourteen days from the date of any

appointment of an auditor, send to the registrar intimation thereof, together with
the consent in writing of the auditor concerned.

247. Qualification and disqualification of auditors.0 (1) A person
shall not be qualified for appointment as an auditor

(@)

(b)

(2)

in the case of a public company or a private company which is
subsidiary of a public company or a private company having paid
up capital of three million rupees or more unless such pdssa
chartered accountant having valid certificate of practice from the
Institute of Chartered Accountants of Pakistan or a firm of
chartered accountants; and

in the case of a company other than specified in clause (a), unless
such person, is a chartdraccountant or cost and management
accountant having valid certificate of practice from the respective
institute or a firm of chartered accountants or cost and management
accountants, having such criteria as may be specified:

Provided that for the ppose of clause (a) and (b), a firm
whereof majority of practicing partners are qualified for
appointment shall be appointed by its firm name to be auditors of
the company.

Where a partnership firm is appointed as auditor of a company,

only the parters who meet the qualification requirements as provided in sub
section (1), shall be authorized to act and sign on behalf of the firm.

3)

None of the following persons shall be appointéesdauditor of a

company, namefy

(@)

(b)

(c)
(d)

(€)

a person who is, or at any tintkiring the preceding three years
was, a director, other officer or employee of the company;

a person who is a partner of , or in the employment of, a director,
officer or employee of the company;

the spouse of a director of the company;

a person who isndebted to the company other than in the ordinary
course of business of such entities;

a person whdas given a guarantee or provided any security in
connection with the indebtedness of any third person to the
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owesd

(f)

(¢))

(h)
(i)

()

(4)

(@)

(b)

companyother than in the ordinary coursé business of such
entities

a person or a firm who, whether directly or indirectly, has business
relationship with the compamther than in the ordinary course of
business of such entities

a person who has been convicted by a court of an offenceviimgol
fraud and a period of ten years has not elapsed from the date of
such conviction;

a body corporate;

a person who is not eligible to act as auditor under the code of
ethics as adopted by the Institute of Chartered Accountants of
Pakistan and the Itijute of Cost and Management Accountants of
Pakistan; and

a person or his spouse or minor children, or in case of a firm, all
partners of such firm who hold any shares of an audit client or any
of its associated companies:

Provided thatif such a person holds shares prior to his
appointment as auditor, whether as an individual or a partner in a
firm the fact shall be disclosed on his appointment as auditor and
such person shall disinvest such shares within ninety days of such
appointment.

Explanationd Reference in this section to dofficero or
fiemploye® shall be construed as not including reference to an
auditor.

For the purposes of clause (d) of smdwtion (3) a person who
a sum of money not exceeding one millionegep to a credit card

issuer; or

a sum to a utility company in the form of unpaid dues for a period
not exceeding ninety days;

shall not be deemed to be indebted to the company.

(5)

A person shall also not be qualified for appointment as auditor of a

company if he is, by virtue of the provisions of sdztion (3), disqualified for
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appointment as auditor of any other company which is that corépanksidiary
or holding company or a subsidiary of that holding company.

(6) If, after his appointmentan auditor becomes subject to any of the
disqualifications specified in this section, he shall be deemed to have vacated his
office as auditor with effect from the date on which he becomes so disqualified.

(7) A person who, not being qualified to ba auditor of a company,
or being or having become subject to any disqualification to act as such, acts as
auditor of a company shall be liable to a penalty of level 2 on the standard scale.

(8) The appointment as auditor of a company of an unqualp@sson,
or of a person who is subject to any disqualifications to act as such, shall be void,
and, where such an appointment is made by a company, the Commission may
appoint a qualified person in place of the auditor appointed by the company.

RIGHTS AND DUTIES OF AUDITOR

248. Auditors éright to information .0 (1) An auditor of a company has
a righ®

(@) of access at all times to the compé@nybooks, accounts and
vouchers (in whatever form they are held); and

(b) of access to such copies of, an extracts frore, oks and
accounts of the branch as have been transmitted to the principal
office of the company;

(c) to require any of the following persons to provide him with such
information or explanations as he thinks necessary for the
perfamance of his duties asditord

() any director, officer or employee of the company;

(i) any person holding or accountable for any of the comisany
books, accounts or vouchers;

(i) any subsidiary undertaking of the company; and

(iv) any officer, employee or auditor of any such subsidiary
undertaking of the company or any person holding or
accountable for any books, accounts or vouchers of any such
subsidiary undertaking of the company.



PART 1] THE GAZETTE OF PAKISTAN, EXTRA., MAY 31, 2017 343

(2) If any officer of a company refuses or fails, without lawful
justification, the onus whereof shaklon him, to allow any auditor access to any
books and papers in his custody or power, or to give any such information
possessed by him as and when required, or otherwise hinders, obstructs or delays
an auditor in the performance of his duties or the ésermaf his powers or fails
to give notice of any general meeting to the auditor or provides false or incorrect
information, he shall be liable to penalty as provided under section 252.

249. Duties of auditor.d (1) A compangs auditor shall conduct the
audit and prepare his report in compliance with the requirements of International
Standards on Auditing as adopted by the Institute of Chartered Accountants of
Pakistan.

(2) A companys auditor must carry out such examination to &nab
him to form an opiion as t@

(a) whether adequate accounting records have been kept by the
company and returns adequate for their audit have been received
from branches not visited by him; and

(b) whether the compady financial statements are in agreement with
the acounting records and returns.

(3) The auditor shall make out a report to the members of the company
on the accounts and books of accounts of the company and on every financial
statements and on every other document forming part of such statements
including notes, statements or schedules appended thereto, which are to be laid
before the company in general rtieg and the report shall stéte

(@) whether or not they have obtained all the information and
explanations which to the best of their knowledgd aelief were
necessary for the purposes of the audit and if not, the details thereof
and the effect of such information on the financial statements;

(b) whether or not in their opinion proper books of accounts as required
by this Act have been kepyIthe company;

(c) whether or not in their opinion the statement of financial position
and profit and loss account and other comprehensive income or the
income and expenditure account and the cash flows have been
drawn up in conformity with the requireents of accounting and
reporting standards as notified under this Act and are in agreement
with the books of accounts and returns;
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(d) whether or not in their opinion and to the best of their information
and according to the explanations given to théma said accounts
give the information required by this Act in the manner so reduire
and give a true and fair viéw

(i) in the case of the statement of financial position, of the state
of affairs of the company as at the end of the financial year;

(i) in the case of the profit and loss account and other
comprehensive income or the income and expenditure
account, of the profit or loss amather comprehensive income
or surplus or deficit, as the case may be, for its financial year;
and

(i) in the case of statemieaf cash flows, of the generation and
utilisation of the cash and cash equivalents of the company for
its financial year;

(e) whether or not in their opinién

() investments made, expenditure incurred and guarantees
extended, during the year, wew the purpose of compaisy
business; and

(i) zakat deductible at source under the Zakat and Usher
Ordinance, 1980 (XVIII of 1980), was deducted by the
company and deposited in the Central Zakat Fund established
under section 7 of that Act.

Explanation.d Where the audit@ report contains a
reference to any other report, statement or remarks which they have
made on the financial statements examined by them, such statement
or remarks shall be annexed to the audtaeport and shall be
deemed to ba part of the audit@ report.

(4) Where any of the matters referred to in selstion (2) or (3) is
answered in the negative or with a qualification, the report shall state the reason
for such answer along with the factual position to the best ofatititods
information.

(5) The Commission may, by general or special order, direct that, in the
case of all companies generally or such class or description of companies as may
be specified in the order, the auddoreport shall also include a staent of
such additional matters as may be so specified.



PART 1] THE GAZETTE OF PAKISTAN, EXTRA., MAY 31, 2017 345

(6) The auditor shall express unmodified or modified opinion in his
report in compliance with the requirements of International Standards on
Auditing as adopted by the Institute of ChegteAccountants of Pakistan.

(7) The Commission may by general or special order, direct, that the
statement of compliance as contained in-settion (4) of section 227 of this
Act, shall be reviewed by the auditor who shall issue a review report to the
members on the format specified by the Commission.

(8) The auditor of a company shall be entitled to attend any general
meeting of the company, and to receive all notices of, and any communications
relating to, any general meeting which angmber of the company is entitled to
receive, and to be heard at any general meeting which he attends on any part of
the business which concerns him as auditor:

Provided that, in the case of a listed company, the auditor or a person
authorised by him imvriting shall be present in the general meeting in which the
financial statements and the audioreport are to be considered.

250. Audit of cost accountsd (1)Where any company or class of
companies is required under first proviso of -sabtion (1) 6 section 220 to
include in its books of account the particulars referred to therein, the Commission
may direct that an audit of cost accounts of the company shall be conducted in
such manner and with such stipulations as may be specified in the order by a
auditor who is a chartered accountant within the meaning of the Chartered
Accountants Ordinance, 1961 (X of 1961), or a cost and management accountant
within the meaning of the Cost and Management Accountants Act, 1966 (XIV of
1966); and such auditor dhhave the same powers, duties and liabilities as an
auditor of a company and such other powers, duties and liabilities as may be
specified.

(2) The audit of cost accounts of the company underssahion (1)
shall be directed by the Commission subjextthe recommendation of the
regulatory authority supervising the business of relevant sector or any entity of
the sector.

251. Signature of auditoré report.d (1) The auditos report must
state the name of the auditor, engagement partner, be sigiied,ahd indicate
the place at which it is signed.

(2) Where the auditor is an individual, the report must be signed by
him.

(3) Where the auditor is a firm, the report must be signed by the
partnership firm with the name of the engagement partner.
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252. Penalty for non-compliance with provisions by companie$
Any contravention or default in complying with requirements of sections 246,
247, 248 and 250 shall be an offefieble to a penalty of level 3 on the standard
scale.

253. Penalty for non-compliance with provisions by auditorsd (1) If
any audito@s report or review report is made, or any document of the company is
signed or authenticated otherwise than in conformity with the requirements of
section 131, sections 249 and 251 or is otherwiseu@rdr fails to bring out
material facts about the affairs of the company or matters to which it purports to
relate, the auditor concerned and the person, if any, other than the auditor who
signs the report or signs or authenticates the document, arel gagh of a firm
all partners of the firm, shall be liable to a penalty of level 2 on the standard
scale.

(2) If the auditoés report to which subection (1) applies is made with
the intent to profit such auditor or any other person or to put anpénson to a
disadvantage or loss or for a material consideration, the auditor shall, in addition
to the penalty provided by that sabction, be punishable with imprisonment for
a term which may extend to two years and with penalty which may extend to one
million rupees.

POWER OF REGISTRAR TO CALL FOR INFORMATION

254. Power of registrar to call for information or explanationd (1)
Where on a scrutiny of any document filed by a company or on any information
received by him under this Act, or any noticadvertisement, other
communication, or otherwise, the registrar is of opinion that any information,
explanation or document is necessary with respect to any matter, he may, by a
written notice, call upon the company and any of its present or past directors
officers or auditors to furnish such information or explanation in writing, or such
document, withirthirty days:

Provided that a director, officer or auditor who ceased to hold office
more than six years before the date of the notice of the regstadir not be
compelled to furnish information or explanation or document under this
subsection.

(2) On receipt of the notice under ssbction (1) it shall be the duty of
the company and all persons who are or have been directors, officers orsauditor
of the company to furnish such information, explanation or documents as
required.
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(3) If no information or explanation is furnished within the time
specified or if the information or explanation furnished is, in the opinion of the
registrar, inadeque, the registrar may if he deems fit, by written order, call on
the company and any such person as is referred to isestiion (1) or (2) to
produce before him for his inspection such books and papers as he considers
necessary within such time as he rspgcify in the order; and it shall be the duty
of the company and of such persons to produce such books and papers.

(4) If the company or any such person as is referred to ksesttion (1),
(2) or (3) refuses or makes default in furnishing any stfohmation or in prducing
any such books or papérs

(&) the company shall be liable to a penalty of level 2 on the standard
scale; and

(b) every officer of the company who authorises or permits, or is a
party to, the default shall be punishable with imprisantnoé either
description for a term which may extend to two years, and shall
also be liable to fine which may extend to one million rupees and
the court trying the offence may, make an order directing the
company to produce such books or papers as inpitiom may
reasonably be required by the registrar.

(5) On receipt of such information or explanation or production of any
books and papers, the registrar may annex the same or any copy thereof or
extract therefrom to the original document submittedito; and any document
so annexed shall be subject to the provisions as to inspection and the taking of
extracts and furnishing of copies to which the original document is subject.

(6) If the information or explanation or book or papers required by the
registrar under subection (1) is not furnished within the specified time, or if
after perusal of such information or explanation or books or papers the registrar
is of opinion that the document in question or the information or explanation or
book or paer discloses an unsatisfactory state of affairs, or that it does not
disclose a full and fair statement of the matter to which it purports to relate, the
registrar shall without prejudice to any other provisions, and whether or not
action under sulectian (3) or suksection (4) has been taken, report in writing
the circumstances of the case to the Commission.

255. Seizure of documents by registrar, inspector or investigation
officer.d (1) Notwithstanding anything contained i€ode of Criminal
Procedure 1898(Act V of 1898) or any other law including Banking Companies
Ordinance (Act LVII of 1962) the registrar, inspector or investigation officer, as
the case may be, upon information in his possession or otherwise or during
investigation, has reasons tolieee that documents, books and papers or
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anything relating to any company or any chief executive or officer of such
company or any associate of such person or is useful or relevant to any
proceedings or investigation under this Act which is required oy bm
destroyed, mutilated, altered, falsified or secreted, the registrar, inspector, or
investigation officer after obtaining prior permission of the Commission, signed
by one Commissioner, without warrants, enter such place and cause a search to
be made many time freeze, seize or take possession of and retain any document,
object, article, material, thing, account books, movable or immovable property or
cause any account, property or thing to be maintained in specific manner.

(2) For the purposes afubsection (1), the registrar may, after he has
obtained the permission from the Commission under thasesaton (1), may
also authorise any officer subordinate to him, not inferior in rank to an assistant
registrar to enter, with such assistance as Ineaequired, the place where he has
reasons to believe that any of the items referred irseation (1) are kept;

(a) to search that place; and

(b) to seize any of the items referred in sgttion (1) as he considers
necessary.

(3) The registrar shall retn the items seized under this section as
soon as may be and in any case not later than thirty day after such seizure, to the
company or, as the case may be, to the chief executive or any other person from
whose custody or power they were seized:

Provided that the Commission may, after providing to the company an
opportunity to show cause against the order proposed to be made by it, allow the
registrar to retain the items seized for a further period not exceeding thirty days:

Provided furthethat the registrar may, before returning items as aforesaid,
take copies of, or extracts from them or put such marks of identification thereon
as he considers necessary.

(4) Where, the registrar, inspector or investigation officer, as the case
may be,has apprehension that any person or occupants of any place to be
searched may create hindrance, resist search, or such document or thing is not
known to be in the possession of any person, or where general search is required
for the purposes of any proceémgs, inspection or investigation under this Act, or
any person will not or would not produce any document or thing as required by
the registrar, inspector or investigation officer in any proceedings, inspection or
investigation under this Act, a seansfarrants from the concerned Magistrate
may be obtained.
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(5) The registrar, inspector or investigation officer after obtaining
warrant under subection (4) may conduct search of such person and enter any
place and seize any property, material, documetiting required under this Act
or is associated with commission of any offence under this Act or administered
legislation and Magistrate while issuing orders under this section may also direct
local police, authority or any agency to provide necessargtasse to such
person.

(6) The registrar, inspector or investigation officer executing the
warrants shall comply and proceed in manner provided in the Criminal Procedure
Code 1898(Act V of 1898) including sections 102, 48 and 52:

Provided that any poeeding under this section shall not be vitiated or
called into question for ndombservance of any requirement of Section 103 of the
Code and shall be admissible in the Court of law.

(7) Notwithstanding anything contained in sub section (3) in case of
seizure of any property, material or thing by the investigation officer, in relation
to any offense under this Act or administered legislation or scheduled offences,
may retain any property, material, dogent or thing seized under sséction (1)
or (5) which is a case property and produce the same as and when required
during the trial in accordance with law.

(8) Where the Commission has reason to believe that proceeds of crime
of any offence under this Act or administered legislation, it may passian tor
freeze account, securities and any other moveable property or part or parts
thereof for not more than thirty days.

(9) Any person aggrieved of the seizure, freezing or retention by the
investigation officer may approach the Court and obtain dateelease of such
accounts, securities, movable or immovable property, things or material seized
or retained, after expiry of thirty days of such seizure or freezing order by the
inspector or investigator under sgbctions (1), (5) or (8), if it caragsfy the
Court that such property, accounts, securities, material or thing is not associated
with any offence under this Act or any administered legislation and Court while
passing order of release may impose such restriction and condition as deemed
neessary.

Explanation 1.0 For the purposes of stdection (8) the expression
fiCourd means the Company Bench of the High Court having jurisdiction where
registered office is situated, in case of company or any connected person and in
all other case, it W be the Company Bench of the High Court having territorial
jurisdiction over area where the search has been conducted under this section.

Explanation 11.0 For the purposes of this Act, the expression
fiadministrated legislatianshall have the same m@ing as provided in clause
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(aa) of suksection (1) of section 2 of the Securities and Exchange Commission
of Pakistan Act, 1997 (XLII of 1997).

INVESTIGATION AND RELATED MATTERS

256. Investigation into affairs of companyd (1) Where the
Commission is ofhe opinion, that it is necessary to investgaito the affairs of
a compang

(a) on the application of the members holding not less than one tenth of
the total voting power in a company having share capital;

(b) on the application of not less than one tesftthe total members of
a company not having share capital;

(c) on the receipt of a report under ssection (5) of section 221 or on
the report by the registrar under sséxtion (6) of section 254;

it may order an investigation into the affairs of the campand appoint one or
more persons as inspectors to investigate into the affairs of the company and to
report thereon in such manner as the Commission may direct:

Provided that before makiran order of investigation,the Commission
shall give the compegy an opportunity of being heard.

(2) While appointing an inspector under ssdxtion (), the
Commission may define the scope of the investigation, the period to which it is
to extend oany other matter connected or incidental to the investigation

(3) An application by members of a company under clause (a) or (b) of
subsection (1) shall be supported by such evidence as the Commission may
require for the purpose of showing that the applicants have good reason for
requiring the investigation.

(4) The Commission may, before appointing an inspector, require the
applicants to give such security for payment of the costs of the investigation as
the Commission may specify.

257. Investigation of companys affairs in other case$ (1)Without
prejudie to its power under section 256, the Commigsion

(@) shall appoint one or more competent persons as inspectors to
investigate the affairs of a company and to report thereon in such
manner as the Commission may dired, if

(i) the company, by a special resoluatior

(i) the Court, by order,
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declares that the affairs of the company ought to be investigated; and

(b) may appoint one or more competent persons as inspectors to
investigate the affairs of a company and to report thereon in such
manner as the Commission maiyedt if in its opinion there are
circumstances suggestig

(i)

(ii)

(iif)

(iv)

(v)

(vi)

(vii)

that the business of the company is being or has been
conducted with intent to defraud its creditors, members or any
other person or for a fraudulent or unlawful purpose, or in a
manner oppressivof any of its members or that the company
was formed for any fraudulent or unlawful purpose; or

that persons concerned in the formation of the company or the
management of its affairs have in connection therewith been
guilty of fraud, misfeasance, brdacof trust or other
misconduct towards the company or towards any of its
members or have been carrying on unauthorised business; or

that the affairs of the company have been so conducted or
managed as to deprive the members thereof of a reasonable
return;or

that the members of the company have not been given all the
information with respect to its affairs which they might
reasonably expect; or

that any shares of the company have been allotted for
inadequate consideration; or

that the affairs or the cqmany are not being managed in
accordance with sound business principles or prudent
commercial practices; or

that the financial position of the company is such as to
endanger its solvency:

Provided that, before making an order under clause (b),
the Commission shall give the company an opportunity of
being heard.

(2) While appointing an inspector under ssdxtion (), the
Commission may define the scope of the investigation, whether as respects the
matters or the period to which it is to extieor otherwise.
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258. Serious Fraud Investigationd (1) Notwithstanding anything
contained in sections 256 and 257, the Commission may authorize any one or
more of its officers or appoint such number of professionals from amongst the
persons of ability,integrity and having experience in the fields of corporate
affairs, accountancy, taxation, forensic audit, capital market, banking,
information technology, law or such other fields as may be notified, as an
inspector or investigation officer to investigatech serious nature of offences
relating to a company as provided in Sixth Schedule.

(2) The persons appointed as inspectors or investigation officer under
subsection (1) shall have all powers of investigation officer under this Act, the
Securities ad Exchange Commission of Pakistan Act, 1997 (XLIl of 1997) and
Code of Criminal Procedure, 1898 (Act V of 189)tatis mutandisnd shall
report in such manner as the Commission may direct.

(3) Where no procedure is provided in this Act or Securided
Exchange Commission of Pakistan Act, 1997 (XLII of 1997) the investigation
officer shall comply with the relevant provisions of Code of Criminal Procedure,
1898 (Act V of 1898).

(4) Notwithstanding anything contained in this Act or any other law,
the Commission may, if it is satisfied that the matter is of public importance or
it is in the interest of public at large, request the concerned Mimms@narge of
the Federal Government to form a Joint Investigation Team to be headed by a
senior levéofficer of the Commission, not below the rank of additional director,
and may include any person mentioned in sub section (1) alongwith Gazetted
officer of any Federal law enforcement agency, bureau or authority for providing
assistance in investigatirige offence under this section and the direction of the
concerned Ministem-Charge of the Federal Government under this section shall
be binding and any person who fails to comply with such directions, shall be
guilty of an offence punishable with sitegmprisonment ofhirty daysor fine
up to one hundred thousand rupees by the Court:

Provided that nothing in this section shall be in derogation to or affect
any proceedings under powers of the Commission to send reference under
section 41B of the Sadties and Exchange Commission of Pakistan Act, 1997
(XLII of 1997).

(5) Upon completion of investigation, the Joint Investigation Team
shall, through the Special Public Prosecutor, submit a report before the Court as
mentioned in section 483 of thisiA

Provided that notwithstanding anything contained in the Qer&mahadat
(Order), 1984 (P.O. No. X of 1984) or any other law, such report shall be admissible
as an evidence in the Court.
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(6) While trying any offence under this Act, the Court magoaty any
other offence, in which an accused may be charged under any other law, at the
same trial if the offence is connected with such other offence.

(7) Where, in the course of any trial under this Act, it is found that the
accused person has commit any other offence in addition to any offences
connected with the scheduled offences, the Court may convict an accused for
such other offence and pass any sentence under this Act or any other law:

Provided that where such offence is tried by any spexmurt having
jurisdiction, higher or equal to the Court of Session, joint trial will be conducted
by such special court of all the offences and convict an accused accordingly
under the process provided in the special law.

259.Inspector to be a Courtfor certain purposesd (1) Notwithstanding
anything contained in any other law for the time being in force, the Commission may
either on its own motion or on the basis of any information received, is of the
view that any offence has been committed undes #it or any person is
engaged in any fraud, misfeasance, misconduct or any other activity prejudice to
the public interest shall have all the powers as provided under the Securities and
Exchange Commission of Pakistan Act, 1997(XLII of 1997).

(2) A person appointed as inspector under sections 256, 257 and 258
shall, for the purposes of his investigation, have the same powers as are vested in
a Court under the Code of Civil Procedure, 1908 (Act V of 1908), while trying a
suit, in respectfahe followingmatters, namefy

(&) enforcing the attendance of persons and examining them on oath or
affirmation;

(b) compelling the discovery and production of books and papers and
any material objects; and

(c) issuing commissions for the examination of witnesses;

and every poceeding before such person shall be deemed tdijumcial
proceeding within the meaning of sections 193 and 228 of the Pakistan Penal
Code, 1860 (Act XLV of 1860).

(3) Any contravention of or nenompliance with any orders, directions or
requirementof the inspector exercising powers of a Court underssabon (1)
shall, in all respects, entail the same liabilities, consequences and penalties as are
provided for such contravention, neompliance or default under the Code of
Civil Procedure, 1908Act V of 1908) and Pakistan Penal Code, 1860 (Act XLV
of 1860).
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260. Power of inspectors to carry investigation into affairs of
associated companied If an inspector appointed under sections 256, 257 or
258 to investigate the affairs of a company considtenecessary for reasons to
be recorded in writing, he may probe after seeking prior approval of the
Commission, the affairs of any other associated company or associated
undertaking which is, or has been associated and also from the chief executive of
any such company:

Provided that the Commission shall not grant approval under this section
without providing opportunity of being heard to the associated company or
associated undertaking or the chief executive, as the case may be.

261.Duty of officers to assist the inspectad (1) It shall be the duty of
all officers and other employees and agents of the company and all persons who
have dealings with the company to give to the inspector all assistance in
connection with the investigation.

(2) Any sud person who makes default in complying with the
provisions of suksection (1) shall, without prejudice to any other liability, be
publishable in respect of each offence with imprisonment of either description for
a term which may extend to two years ahdllsalso be liable to a fine which
may extend to one million rupees.

(3) In this sectiod

(a) the expressiofiagents, in relation to any company, body corporate
or person, includes the bankers, legal advisers and auditors of the
company;

(b) the expressionfiofficero, in relation to any company or body
corporate, include any trustee for the debenhadders of such
company or body corporate; and

(c) any reference to officers and other employees and agents shall be
construed as a reference to past as well aeptefficers and other
employees and agents, as the case may be.

262. Inspectorss report.d (1) The inspector may, and if so directed by
the Commission shall, make an interim report, and on the conclusion of the
investigation a final report to the Comisiisn.

(2) The Commissiod

(@) shall forward a copy of any report made by the inspector to the
company at its registered office with such directions as the
Commission thinks fit;
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(b) may, if it thinks fit, furnish a copy thereof, on request and on
payment oflhe specified fee, to any person

() who is a member of the company or other body corporate or is
interested in the affairs of the company;

(i) whose interests as a creditor of the company or other body
corporate appear to the Commission to be affected;

(c) shall,when the inspectors are appointed under clause (a) or clause
(b) of section 256, furnish, at the request of the applicants for the
investigation, a copy of the report to them;

(d) shall, where the inspector are appointed under section 257 in
pursuance of anrder of the Court, furnish a copy of the report to
the Court;

(e) may forward a copy of the report to the registrar with such
directions as it may deem fit; and

() may also cause the report or any part thereof to be posted on its
website.

263. Prosecution- (1) If, from any report made under section 262, it
appears to the Commission that any person has, in relation to the company or in
relation to any other body corporate, whose affairs have been investigated by
virtue of sections 256, 257 and 258, beeritguif any offense for which he is
criminally liable, the Commission may, prosecute such person for the offence,
and it shall be the duty of all officers and other employees and agents of the
company or body corporate, as the case may be, other thanctiseddn the
proceedings, to give the Commission or any person nominated by it in this behalf
all assistance in connection with the prosecution which they are reasonably able
to give.

(2) Subsection (3) of section 261 shall apply for the purpose af thi
section as it applies for the purposes of that section.

264.Power of Commission to initiate action against managemeidt.
(1) If from any report made under section 262, then@ission is of the opinion
tha

(&) the business of the company is being or hesnbconducted with
intent to defraud its creditors, members or any other persons or for
a fraudulent or unlawful purpose, or in a manner oppressive of any
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(b)

(©)

(d)

(e)

(f)

(¢))

of its members or that the company was formed for any fraudulent
or unlawful purpose; or

the personconcerned in the formation of the company or the
management of its affairs have in connection therewith been guilty
of fraud, misfeasance, breach of trust or other misconduct towards
the company or towards any of its member or have been carrying
on unauthozed business; or

the affairs of the company have been so conducted or managed as
to deprive the shareholders thereof of a reasonable return; or

that the members of the company have not been given all the
information with respect to its affairs whichethmight reasonably
expect; or

any shares of the company have been allotted for inadequate
consideration; or

the affairs of the company are not being managed in accordance
with sound business principles or prudent commercial practices; or

the financialposition of the company is such as to endanger its
solvency;

the Commission may apply to the Court and the Court may, after taking such
evidence as it magonsider necessary, by an oid@ler

(i)

(ii)

(iif)

(iv)

remove from office any director including the chief executive or
other officer of the company; or

direct that the directors of the company shall carry out such changes
in the management or in the accounting policies of the company as
may be specified in the order; or

notwithstanding anything contained in this Act or atlyer law for

the time being in force, direct the company to call a meeting of its
members to consider such matters as may be specified in the order
and to take appropriate remedial actions; or

direct that any existing contract which is to the detrimdnthe
company or its members or is intended to or does benefit any
officer or director shall be annulled or modified to the extent
specified in the order:
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Provided that no such order shall be made so as to have effect
from any date preceding the datelod order:

Provided further that any director, including a chief executive
or other officer who is removed from office under clause (i), unless
the Court specified a lesser period, shall not be a director, chief
executive or officer of any company foipariod of five years from
the date of his removal.

(2) No order under this section shall be made unless the director or
other officer likely to be affected by such order has been given an opportunity of
being heard.

(3) The action taken under sglaction (1) shall be in addition to and
not in substitution of any other action or remedy provided in any other law for
the time being in force.

265. Effect of Courté order.d On the issue of the Codst order under
section 264 removing from office any éator, including chief executive or other
officer, such director or other officer shall be deemed to have vacated his office
and

(a) if the Courts order has removed a director, the casual vacancy in
the office of director shall be filled in accordance vitie relevant
provisions of section 161 of this Act; and

(b) if the Courts order has removed from office a chief executive, the
board shall appoint another person to be the chief executive; and

(c) if the Courts order has removed from office all the direstor
including the chief executive, a general meeting of the company
shall be called forthwith for electing new directors.

266. No compensation to be payable for annulment or modification
of contract.d0 Notwithstanding anything contained in any other lawtfar time
being in force, and except as ordered by the Court for special reasons to be
recorded in writing, no director, chief executive or other officer of the company
shall be entitled to be paid any compensation for annulment or modification of a
contract to which he is a party or of which he is a beneficiary, if such contract is
annulled or modified by an order issued by the Court under section 264.

267.No right to compensation for loss of officéd No person shall be
entitled to or be paid any compatisn or damages for the loss of office by
reason of an order issued under section 264.
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POWERS OF COURT HEARING APPLICATION

268. Application for winding up of company or an order under
section 2863 If any company or other body corporate the affairs ofctvinave
been investigated by inspectors is liable to be wound up under this Act, and it
appears to the Commission from any report made under section 262 that it is
expedient so to do by reason of any such circumstances as are referred to in sub
clause (i)or subclause (ii) or sukclause (iii) or sukclause (iv) or suglause
(vii) of clause (b) of sulsection (1) of section 257, the Commission may, unless
the company or other body corporate is already being wound up by the Court
cause to be presented @ tCourt by the registrar or any person authorisetthd
Commission in this behaif

(a) a petition for the winding up of the company or body corporate, on
the ground that it is just and equitable that it should be wound up;

(b) an application for an order undeection 286; or
(c) both a petition and an application as aforesaid.

269. Proceedings for recovery of damages or propert$. (1) If from
any report referred to in st#ection (1) of section 262 it appears to the
Commission that proceedings ought, in théluinterest, to be brought by the
company or any body corporate whose affairs have been invedtiga
pursuance of section 260

(a) for the recovery of damages in respect of any fraud, misfeasance,
breach of trust or other misconduct in connection witle th
promotion or formation, or the management of the affairs, of such
company or body corporate; or

(b) for the recovery of any property of such company or body corporate
which has been misapplied or wrongfully retained,;

the Commission may itself bring prociegs for that purpose in the name of
such company or body corporate.

(2) The Commission shall be indemnified by such company or body
corporate against any costs or expenses incurred by it in, or in connection with,
any proceedings brought by virtue sfibsection (1) and the Court or other
authority before which proceedings are brought shall pass an order accordingly.

270. Expenses of investigatio® (1) When an investigation is ordered
to be made under section 256 or 257 or 258, the expenses otatehial to the
investigation shall in the first instance be defrayed by the Commission; but the
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following persons shall, to the extent mentioned below, be liable to reimburse the
Commission inespect of such expenses, nardely

(@) any person who is convictedn a prosecution instituted in
pursuance of section 263 or is ordered to pay damages or restore
any property as a result of proceedings under section 269 may in
the same proceedings be ordered to pay the said expenses to such
extent as may be specified e Commission or the Court
convicting such person or ordering him to pay such damages or
restore such property, as the case may be;

(b) any company or body corporate in whose name proceedings are
brought as aforesaid shall be liable, to the extent of treuatror
value of any sums or property recovered by it as a result of the
proceedings;

(c) where the investigation was ordered by the Commission under
clause (c) of suisection (1) of section 256 or 257 or 258, the
company or body corporate whose affairs ardeced to be
investigated, shall be liable; and

(d) where the investigation was ordered under section 256 on an
application of the members, the members making the application
and the company or body corporate dealt with by the report shall be
liable to such etent, if any, as the Commission may direct.

(2) The amount of expenses which any company, body corporate or
person is liable under this section to reimburse to the Commission shall be
recoverable from that company, body corporate or person as prowick
section 486.

(3) For the purposes of this section, any costs or expenses incurred by
the Commission in or in connection with proceeding brought by the Commission
under section 269 shall be treated as expenses of the investigation giving rise to
the proceedings.

(4) Any liability to reimburse the Commission imposed by clauses (a)
and (b) of suksection (1) shall, subject to satisfaction of the right of the
Commission to rémbursement, be a liability also to indemnify all persons
against liabity under clause (c) of that stgection.

(5) Any such liability imposed by clause (a) of sdztion (1) shall,
subject as aforesaid, be a liability also to indemnify all persons against liability
under clause (b) of that sglection.
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(6) Any persa liable under clause (a) or clause (b) or clause (c) of sub
section (1) shall be entitled to contribute from any other person liable under the
same clause according to the amount of their respective liabilities thereunder.

(7) In so far as the experssto be defrayed by the Commission under
this section are not recovered thereunder, they shall be borne by the Commission.

271. Inspectoré report to be evidencéd A copy of any report of any
inspector or inspectors appointed under sections 256, 25Ba@ubenticated in
such manner, if any, as may be specified, shall be admissible in any legal
proceedings as evidence of the opinion of the inspector or inspectors in relation
to any matter contained in the report.

272. Imposition of restrictions on shaes and debentures and
prohibition of transfer of shares or debentures in certain cased (1) Where it
appears to the Commission in connection with any investigation that there is
good reason to find out the relevant facts about any shares, whethdrasgae
be issued, and the Commission is of the opinion that such facts cannot be found
out unless the restrictions specified in saotion (2) are imposed, the
Commission may, by order, direct that the shares shall be subject to the
restrictions imposetly subsection (2) for such period not exceeding one year as
may be specified in the order:

Provided that, before making an order under this-sadbion, the
Commission shall provide an opportunity of showing cause against the proposed
action to the comgny and the persons likely to be affected by the restriction.

(2) So long as any shares are directed to be subject to the restrictions
imposed bythis subsectiord

(a) any transfer of those shares shall be void,;

(b) where those shares are to be issued, gyl not be issued; and
any issue thereof or any transfer of the right to be issued therewith,
shall be void;

(c) no voting right shall be exercisable in respect of those shares;

(d) no further shares shall be issued in right of those shares or in
pursuance ofny offer made to the holder thereof; and any issue of
such shares or any transfer of the right to be issued therewith, shall
be void;

(e) except in a liquidation, no payment shall be made of any sums due
from the company on those shares, whether in respetividend,
capital or otherwise; and



PART 1] THE GAZETTE OF PAKISTAN, EXTRA., MAY 31, 2017 361

() no change other than a change by operation of law shall be made in
the directors or the chief executive.

(3) Where a transfer of shares in a company has taken place and as a
result thereof a change in the directof¢she company is likely to take place and
the Commission is of opinion that any such change will be prejudicial to the
public interest, the Commissgianay, by order, direct, thiat

(a) the voting rights in respect of those shares shall not be exercisable
for such period not exceeding one year as may be specified in the
order; and

(b) no resolution passed or action taken to effect a change in the
directors before the date of the order shall have effect unless
confirmed by the Commission.

(4) Where the Commissh has reasonable ground to believe that a
transfer of shares in a company is likely to take place as a result of which a
change in the directors of the company will follow and the Commission is of
opinion that any such change will be prejudicial to thdlipuinterest, the
Commission may, by order, prohibit any transfer of shares in the company during
such period not exceeding one year as may be specified in the order.

(5) The Commission may, by order, at any time, vary or rescind any
order made by itmder subsection (1) or susection (3) or susection (4).

(6) Where the Commission makes an order underssghion (1) or
sub section (3) or suisection (4) or susection (5) or refuses to rescind any
such order, any person aggrieved thereby majyap the Court and the Court
may, if it thinks fit, by order, vacate any such order of the Commission:

Provided that no order, whether interim or final shall be made by the
Court without giving the Commission an opportunity of being heard.

(7) Any order of the Commission rescinding an order undeseation (1),
or any order of the Court vacating any such order, which is expressed to be made
with a view to permitting a transfer of any shares, may continue the restrictions
mentioned in clauses (dha (e) of suksection (2), either in whole or in part, so
far as they relate to any right acquired, or offer made, before the transfer.

(8) Any order made by the Commission under-sabtion (5) shall be
served on the company within fourteen days ofntla&ing of the order.

(9) Any person whd

(a) exercises or purports to exercise any right to dispose of any shares
or of any right to be issued with any such shares, when to his
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knowledge he is not entitled to do so by reason of any of the
restrictions aplicable to the case under ssiéction (1); or

(b) votes in respect of any shares, whether as holder or proxy, or
appoints a proxy to vote in respect thereof, when to his knowledge
he is not entitled to do so by reason of any of the restrictions
applicable tothe case under stgection (2) or by reason of any
order made under stdection (3); or

(c) transfers any shares in contravention of any order made under sub
section (4); or

(d) being the holder of any shares in respect of which an order under
sub section (2)or subsection (3) has been made, fails to give
notice of the fact of their being subject to any such order to any
person whom he does not know to be aware of that fact but whom
he knows to be otherwise entitled to vote in respect of those shares,
whetheras holder or a proxy;

shall be punishable with imprisonment for a term which may extend to one year,
or with fine which may extend to one million rupees, or with both.

(10) Any contravention or default in complying with requirements of
subsection (2)shall be an offence liable to a penalty of level 2 on the standard
scale.

(11) A prosecution shall not be instituted under this section except by or
with the consent of the Commission.

(12) This section shall also apply in relation to debenturédsageplies in
relation to shares.

273.Saving for legal advisers and banker® Nothing in sections 256
to 263 shall require the disclosure to the registrar or to the Commission or to an
inspec¢or appointed by the Commissidn

(2) by alegal adviser, of anyigileged communication made to him in
that capacity, except as respects the name and address of his client;
or

(b) by the bankers of any company, body corporate, or other person,
referred to in the sections aforesaid, as such bankers, of any
information as tde the affairs of any of their customers other than
such company, body corporate, or person.
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274.Enquiries and investigation not to be affected by winding u®
An inspection, enquiry or investigation may be initiated or proceeded with under
sections 22, 254, 255, 256, 257 and 260 and any consequential action taken in
accordance with any provisionktbis Act notwithstanding thét

(&) the company has passed a resolution for winding up;

(b) a petition has been submitted to the Court for winding up of the
company; or

(c) any other civil or criminal proceedings have been initiated against
the company or its officers under any provision of this Act.

275. Application of sections 254 to 274 to liquidators and foreign
companiesd The provisions of sections 254 to 25Hall applymutatis mutandiso
companies in the course of winding up, their liquidators and foreign companies.

PART VIII

MEDIATION, ARBITRATION, ARRANGEMENTS AND
RECONSTRUCTION

276. Mediation and Conciliation Paneld (1) Any of the parties to the
proceedings may, by mutual consent, at any time during the proceedings before
the Commission or the AppellaBench, apply to the Commission or the Appellate
Bench, as thease may be, in such form alemith such fees as may be specified,
for referring the matter pertaining to such proceedings to the Mediation and
Conciliation Panel and the Commission or the Appellate Bench, as the case may be,
shall appoint one or more individuals from the panel referred to igestiton (2).

(2) The Commission shall rdain a panel to be called as the Mediation
and Conciliation Panel consisting of individuals having such qualifications as may be
specified for mediation between the parties during the pendency of any proceedings
before the Commission or the Appellate 8ennder this Act.

(3) The fee and other terms and conditions of individuals dffibgiation
and Conciliation Panel shall be such as may be specified.

(4) The Mediation and Conciliation Panel shall follow such procedure
as and dispose of the matteferred to it within a period afinety daysfrom the
date of such reference and forward its recommendations to the Commission or
the Appellate Bench, as the case may be.
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277. Resolution of disputes through mediatiotd A company, its
management or isiembers or creditors may by written consent, directly refer a
dispute, claim or controversy arising between them or between the members or
directorsinter-se, for resolution, to any individuals enlisted on the mediation and
conciliation panel maintainedyihe Commission before taking recourse to formal
dispute resolution.

278. Power for companies to refer matter to arbitrationd (1) A
company may by written agreement refer any existing or future difference
betweenitself and any other company or perdorarbitration, in accordance with
the Arbitration Act, 1940 (X of 1940).

(2) Companies, parties to the arbitration, may delegate to the arbitrator
power to settle any term or to determine any matter capable of being lawfully settled
or determined by tihcompanies themselves, or by the board or other managing body.

(3) The provisions of the Arbitration Act, 1940 (X of 1940), shall apply
to all arbitrations between companies and persons in pursuance of this Act.

279. Compromise with creditors and membersd (1) Where a
compromise or arrangement is proposed between a company and its creditors or
any class of them, or between the company and its members or any class of them,
the Commission may, on the application of the company or of any creditor or
member of the company or, in the case of a company being wound up, of the
liquidator, order a meeting of the creditors or class of creditors, or of the
members of the company or class of members, as the case may be, to be called,
held and conducted in suafanner as the Commission directs.

(2) If a majority in number representing thfirths in value of the
creditors or class of creditors, or members, as the case may be, present and voting
either in person or, where proxies are allowed, by proxy attdeting, agree to
any compromise or arrangement, the compromise or arrangement shall, if
sanctioned by the Commission be binding on the company, all its creditors, all
the members, the liquidators and the contributories of the company, as the case
may be:

Provided that no order sanctioning any compromise or arrangement shall
be made by the Commission unless the Commission is satisfied that the company
or any other person by whom an application has been made unescsian (1)
has disclosed to the Conmsgion, by affidavit or otherwise, all material facts
relating to the company, such as the financial msibf the company, the
auditos report on the latest accounts of the company, the pendency of any
investigation proceedings in relation to the conypamnd the like.
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(3) A copy of the order under sigection (2) sanctioning the compromise or
arrangement duly certified by an authorised officer of the Commission shall be
forwarded to the registrar within seven days from the date of the order.

(4) A copy of the order under stdection (2) shall be annexed to every
copy of the memorandum of the company issued after the order has been made or
in the case of a company not having a memorandum to every copy so issued of
the instrument constituting or dieing the constitution of the company.

(5) The Court may, at any time after an application has been made to
the Commission under this section, stay the commencement or continuation of
any suit or proceeding until final disposal of the application.

(6) In this section the expressidinompany means any company liable
to be wound up under this Act and the expressiamangemerit includes a
re-organisation of the sharapital of the company by the consolidation of shares
of different classes or by ehdivision of shares into shares of different classes or
by both those methods, and for the purposes of this section unsecured creditors
who may have filed suits or obtained decrees shall be deemed to be of the same
class as other unsecured creditors.

(7) Any contravention or default in complying with requirements of
subsection (4) shall be an offence liable to a penalty of level 1 on the standard
scale.

280.Power of Commission to enforce compromises and arrangemelds
(1) Where the Commission makes @rder under section 279 sanctioning a
compromiseor an arrangement in respect of a company, it may, at the time of
makingsuch order or at any time thereafter, give such directions in regard to any
matter or make such modifications in the compromiser@mgement as it may
consider necessary for the proper working of the compromise or arrangement.

(2) If the Commission is satisfied that a compromise or arrangement
sanctioned under section 279 cannot be worked satisfactorily with or without
modificatian, it may, initiate proceedings for the winding up of the company.

281. Information as to compromises or arrangements with creditors
and membersd (1) Where a meeting of creditors or any class of creditors, or of
members or any class of memads caléed under section 239

(a) with every notice calling the meeting which is sent to a creditor or
member, there shall be sent also a statement setting forth the terms
of the compromise or arrangement and explaining its effect; and in
particular, stating any maial interest of the directors including the
chief executive of the company, whether in their capacity as such or
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as members or creditors of the company or otherwise, and the effect
on those interests, of the compromise or arrangement if, and in so
far as,it is different from the effect on the like interest of other
persons; and

(b) in every notice calling the meeting which is given by advertisement,
there shall be included either such a statement as aforesaid or a
notification of the place at which and themmer in which creditors
or members entitled to attend the meeting may obtain copies of
such a statement as aforesaid.

(2) Where the compromise or arrangement affects the rights of
debentureholders of the company, the said statement shall give the like
information and explanation as respects the trustees of any deed for securing the
issue of the debentures as it is required to give as respects the dsndpantors.

(3) Where a notice given by advertisement includes a notification that
copies of astatement setting forth the terms of the compromise or arrangement
proposed and explaining its effect can be obtained by creditors or members
entitled to attend the meeting, every creditor or member so entitled shall, on making
an application in the mannedicatedby the notice, be furnished by the company,
free of charge, with a copy of the statement.

(4) Any contravention or default in complying with requirements of
this section shall be an offence liable to a penalty of level 1 on the standard scale
and for the purpose of this sgbction any liquidator of the company and trustee
of a deed for securing the issue of debentures of the company shall be deemed to
be an officer of the company:

Provided that a person shall not be under thisssationif he shows that
the default was due to the refusal of any other person, being a director, including
chief executive or trustee for debenthader, to supply the necessary particulars as
to his material interests.

(5) Every director, including chiefxecutive of the company and every
trustee for debentugolders of the company, shall give notice to the company of
such matters relating to himself as may be necessary for the purposes of this
section and on the request of the company shall provide sttbleif information
as may be necessary for the purposes of this section; and, if he fails to do so
within the time allowed by the company, he shall be liable to a penalty of level 1
on the standard scale.
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282. Powers of Commission to facilitate reconstuction or
amalgamation of companies (1) Where an application is made to the
Commission under section 279 to sanction a compromise or arrangement and it is
shown thad

(a) the compromise or arrangement is proposed for the purposes of, or
in connection \ith, a scheme for the reconstruction of any company
or companies, or the amalgamation of any two or more companies
or division of a company into one or more companies;

(¢) under the scheme the whole or any part of the undertaking or
property or liabilities bany company concerned in the scheifige (
transferor companyy is to be transferred to another compaiithé
transferee compagdy or is proposed to be divided among and
transferred to two or more companies; and

(d) a copy of the scheme drawn up by the apptieaas been filed
with the registrar;

the Commission may order a meeting of the creditors or class of creditors or the
membersor class of members, as the case may be, to be called, held and conducted
in such manner as the Commission may direct.

(2) Where an order has been made by the Commission under sub
section {), merging companies or the company in respect of which a division is
proposed, shall also be required to circulate the following for the meeting so
ordered by the Commission, namély:

(@) the draft of the proposed terms of the scheme drawn up and
adopted by the board of each of the applicant companies;

(b) confirmation that a copy of the draft scheme has been filed with the
registrar;

(c) areport adopted by the board of the applicant companidsirrg
effect of compromise on each class of members, laying out in particular
the share swap ratio, specifying any special valuation difficulties;

(d) the report of the expert with regard to valuation, if any;

(e) a supplementanaudited financial statementsif the last annual
accounts of any of the applicant company relate to a financial year
ending more thamne hundred and eighty days before the first
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3)

meeting of the company summoned for the purposes of approving
the scheme.

The Commission may, eithéy an order, sanction the compromise

or arrangement or by a subsequent order, make provision for all or any of the
following matter$

(@)

(b)

(©)

(d)

(€)

(f)

(4)
liabilitiesd
(@)
(b)

()

the transfer to the transferee company of the whole or any part of
the undertaking and of the property or liabilitiesaofy transferor
company;

the allotment or appropriation by the transferee company of any
shares, debentures, policies or other like interests in that company
which under the compromise or arrangement are to be allotted or
appropriated by that company tofor any person;

the continuation by or against the transferee company of any legal
proceedings pending by or against any transferor company;

the dissolution, without winding up, of any transferor company;

the provision to be made for any persons whithiw such time and

in such manner as the Commission directs, dissent from the compromise
or arrangement;

such incidental, consequential and supplemental matters as are necessary
to securethat the reconstruction, amalgamation or bifurcation is
fully and effectively carried out.

If an order under this section provides for the transfer of property or
the property, by virtue of the order stands transferred to, and vests

in, the transferee company, and

the liabilities, by virtue of therder, stand transferred to and become
liabilities of that company.

Notwithstanding anything contained in the Stamp Act, 1899 (Il of 1899)

or any other law for the time being in force, no stamp duty shall be payable on
transfer to the transferee coamy of the whole or any part of the undertaking
and of the property of any transferor company as a result of sanctioning by the
Commission, any compromise or arrangement under this Part:
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Provided that this subkection (5) shall, in respect of the comparhaving
registered dice within the jurisdiction a¥

(a) the Islamabad Capital Territory, be applicable at once; and

(b) the Provinces, be applicable upon notification or legislation by the
respective Provincial Governments.

(6) The property (if the ordeso directs) vests freed from any charge
that is by virtue of the compromise or arrangement to cease to have effect.

(7) A copy of the order passed by the Commission under this section
sanctioning the reconstruction, the amalgamation or division, dttifiex by an
authorised officer of the Commission shall be forwarded to the registrar within
seven days from the date of the order.

(8) In this sectionfiproperty 0 includes property, rights and powers of
every description; andiabilitiesd includes dties.

(9) In this section the expressiétransferee company does not include
any company other than @mpany within the meaning of this Act, and the
expressionfitransferor companyd includes any body corporate, whether a
company within the meaning tfis Act or not.

283.Notice to be given to registrar for applications under section 279
and 282: The Commission shall give notice of every application made to it
under sections 279 to 282 to the registrar and shall take into consideration the
represerdtion if any, made to it by the registrar before passing any order under
any of these sections.

284. Amalgamation of wholly owned subsidiaries in holding compang
(1) A company and one or more other companies that is or that are directly or
indirectly wholly owned by it, may amalgamate and continue as one company
(being the company first referred to) without complying with sections 279 to 282,
ifd

(@ the scheme of amalgamation is approved by the board of each
amalgamating company; and

(b) eachresolution proides thad

() the shares of each transferor company, other than the transferee
company, will be cancelled without payment or other
consideration; and
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(i) the board is satisfied that ttransfereecompany will be able
to pay its debts as they fall due during feriod ofone year
immediately after the date on which the amalgamation is to
become effective and a declaration verified by an affidavit to
the effect will be filed with the registrar; and

(i) the person or persons named in the resolution will be the
diredor or directors of the transferee company.

(2) Two or more companies, each of which is directly or indirectly wholly
owned by the same person, may amalgamate and continue as one company without
complying wih section 279 or section 288 if

(@) the schemef amalgamation is approved by a resolution of the board
of each amalgamating company; and

(b) each resolution provides tidat

(i) the shares of all the transferor companies will be cancelled without
payment or other consideration; and

(i) the board isatisfied that the transferee company will be able
to pay its debts as they fall due during the periodrna year
immediately after the date on which the amalgamation is to
become effective and a declaration verified by an affidavit to
the effect will befiled with the registrar; and

(iii) the person or persons named in the resolution will be the director
or directors of the transferee company.

(3) The board of each amalgamating company must, not less than
twenty days before the amalgamation is propdsto take effect, give written
notice of the proposed amalgamation to every secured creditor of the company.

(4) The resolutions approving an amalgamation under this section, taken
together, shall be deemed to constitute an amalgamation proposahghbedn
approved.

(5) The transferee company shall file a copy of the scheme so approved
in the manner as may be specified, with the registrar where the registered office
of the company is situated.

(6) Any contravention or default in complying wittequirements of
this section shall be an offence liable to a penalty of level 2 on the standard scale.
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285. Power to acquire shares of members dissenting from scheme or
contract.- (1) Where a scheme or contract involving the transfer of shares or any
class of shares in any company (in this section referred tdilas transferor
company) to another company (in thiection referred to dtransferee company
has, within one hundred and twenty days after the making of the offer in that
behalf by the trarisree company, been approved by the holders of not less than
ninetenths in value of the shares whose transfer is involved (other than shares
already held at the date of the offer by, or by a nominee for, the transferee
company or its subsidiary), the tsfieree company may, at any time within sixty
days after the expiry of the said one hundred and twenty days, give notice in the
specified manner to any dissenting shareholder that it desires to acquire his
shares; when such a notice is given the transtmawany, shall, unless, on an
application made by the dissenting shareholder within thirty days from the date
on which the notice was given, the Commission thinks fit to order otherwise, be
entitled and bound to acquire those shares on the terms on whidér, the
scheme or contract, the shares of the approving shareholders are to be transferred
to the transferee company:

Provided that, where shares in the transferor company of the same class
as the shares whose transfer is involved are already hedfbaesaid by the
transferee company to a value greater thantenths of the aggregate of the
value of all the shares in the company of such class, the foregoing provisions of
this subsection shall not apply, unléss

(a) the transferee company offers thensaterms to all holders of the
shares of that class (other than those already held as aforesaid)
whose transfer is involved; and

(b) the holders who approve the scheme or contract, besides holding
not less than nintenths in value of the shares (other thhase
already held as aforesaid) whose transfer is involved, are not less
than thre€fourths in number of the holders of those shares.

(2) Where, in pursuance of any such scheme or contract as aforesaid,
shares, or shares of any class, in a companyramsferred to another company
or its nominee, and those shares together with any other shares or any other
shares of the same class, as the case may be, in the first mentioned company held
at the date of the transfer by, or by a nominee for, the traesterepany or its
subsidiary comprise nifgnth in value of the shares, or shares of that class, as
the case may be, in the finstentioned company, thén

(a) the transferee company shall, within thirty days from the date of the
transfer (unless on a previotreinsfer in pursuance of the scheme
or contract it has already complied with this requirement), give notice
of that fact in the specified manner to the holders ofrémeaining
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shares or of the remaining shares of that class, as the case may be,
who havenot assented to the scheme or contract; and

(b) any such holder may, within ninety days from the giving of the
notice to him, require the transferee company to acquire the shares
in question;

and where a shareholder gives notice under clause (b) with rés@ety shares,

the transferee company shall be entitled and bound to acquire those shares on the
terms on which, under the scheme or contract, the shares of the approving
shareholders were transferred to it, or on such other terms as may be agreed, or as
the Commission on the application of either the transferee company or the
shareholders thinks fit to order.

(3) Where a notice has been given by the transferee company under
subsection (1) and the Commission has not, on an application made by the
disenting shareholder, made an order to the contrary, the transferee company
shall, on the expiration of thirty days from the date on which the notice has been
given or, if an application to the Commission by the dissenting shareholder is
then pending, aftethat application has been disposed of, transmit a copy of the
notice to the transferor company together with an instrument of transfer executed
on behalf of the shareholder by any person appointed by the transferee company
andon its own behalf by the traferee company and pay or transfer to the transferor
company the amount or other consideration representing thepaedle by the
transferee company for the shares which, by virtue of this section, that company
is entitled to acquire; and the transfecompany bkalld

() thereupon register the transferee company as the holders of those
shares; and

(b) within thirty days of the date of such registration, inform the
dissenting shareholders of the fact of such registration and of the
receipt of the amount orloér consideration representing the price
payable to them by the transferee company:

Provided that an instrument of transfer shall not be required for any share
for which a share warrant is for the time being outstanding.

(4) Any sums received by theansferor company under this section
shall forthwith be paid into a separate bank account to be opened in a scheduled
bank and any such sum and any other consideration so received shall be held by
that company in trust for the several persons entitletidcshares in respect of
which the said sums or other consideration were or was respectively received.
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(5) The following provisions shall apply in relation to every offer of a
scheme or contract involving the transfer of shares or any class of shéres in
transferor company tthe transferee company, nantely

() every such offer or every circular containing such offer or every
recommendation to the members of the transferor company by its
board to accept such offer shall be accompanied by such information
as may be specified;

(b) every such offer shall contain a statement by or on behalf of the
transferee company disclosing the steps it has taken to ensure that
necessary cash will be available;

(c) every circular containing or recommending acceptance of, such
offer shall be presented to the registrar for registration and no such
circular shall be issued until it is so registered,;

(d) the registrar may refuse to register any such circular which does not
contain he information required to be given under clause (ajhich
sets out such information in a manner likely to give a misleading,
erroneous or false impression; and

(e) an appeal shall lie to the Commission against an order of the registrar
refusing to register any such circular.

(6) The Commission or any pggrmay make a reference to the Court,
on any matter including but not limited to the determination of liabilities of the
company or incidental thereto as provided under sections 279 to 285, for necessary
orders.

(7) Whoever issues a circular referredriaclause (c) of suection (5)
which has not been registered shall be punishable to a penalty of level 1 on the
standard scale.

(8) Notwithstanding anything contained in sections 279 to 283 and
285, the powers of the Commission shall be exercisethéyCourt for such
companies or class of companies or having such capital, as may be notified by
the concerned Ministén-Charge of the Federal Government.
PART IX
PREVENTION OF OPPRESSION AND MIS-MANAGEMENT

286. Application to Court.d (1) If any membe or members holding
not less than ten percent of the issued share capital of a company, or a creditor or
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creditors having interest equivalent in amount to not less than ten percent of the
paid up capital of the company, complains, or complain, or the @ssian or
registrar is of the opinion, that the affairs of the company are being conducted, or
are likely to be conducted, in an unlawful or fraudulent manner, or in a manner
not provided for in its memorandum, or in a manner oppressive to the members
or any of the members or the creditors or any of the creditors or are being
conducted in a manner that is unfairly prejudicial to the public interest, such
member or members or, the creditor or creditors, as the case may be, the
Commission or registrar may malan application to the Court by petition for an
order under this section.

(2) If, on any such péion, the Court is of opiniod

() that the comparg affairs are being conducted, or are likely to be
conducted, as aforesaid; and

(b) that to windup the compny will unfairly prejudice the members or
creditors;

the Court may, with a view to bringing to an end the matters complained of,
make such order as it thinks fit, whether for retintp the conduct of the
companys affairs in future, or for the purchasgthe shares of any members of

the company by other members of the company or by the company and, in the case
of purchase by the company, for, the reiducaccordingly of the compaéscapital,

or otherwise.

(3) Where an order under this section nmlkany alteration in, or
addition to, a compafy memorandum or articles, then, notwithstanding
anything in any other provision of this Act, the company shall not have power
without theleave of the Court to make any further alteration in or addition to the
memorandum or articles inconsistent with the provisions of the orderthand
alterations or additions made by the order shall be of the same effect as if duly
made by resolution of the company and the provisions of this Act shall apply to
the memorandurar articles as so modified accordingly.

(4) A copy of any order under this section altering or adding to, or
giving leawe to alter or add to, a compa@symemorandum or articles shall, within
fourteen days after the making thereof, be delivered by thepa&oy to the
registrar for registration; and if the company makes default in complying with
this subsection, the company and every officer of the company who is in default
shall be liable to a penalty of level 1 on the standard scale.

(5) The provisionsof this section shall not prejudice the right of any
person to any other remedy or action.
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287. Powers of Court under section 28® Without prejudice to the
generality of the powers of the Court under section 286, an order inal
section may providéord

() the termination, setting aside or modification of any agreement,
however arrived at between the company and any dirécthuding
the chief executive or other officer, upon such terms and conditions
as may, in the opinion of the Court be just agdible in all the
circumstances;

(b) setting aside of any transfer, delivery of goods, payment, execution
or other transactions not relating to property made or done by or
against the company withininety days before the date of the
applicationwhich woultl, if made or done by or against an individual,
be deemed in his insolvency to be a fraudulent preference; and

(c) any other matter, including a change in management, for which in
the opinion of the Court it is just and equitable that provision
should be mael

288. Interim order .0 Pending the making by it of a final order under
section 286 the Court may, on the application of any party to the proceedings,
make such interim order as it thinks fit for redginig the conduct of the compaisy
affairs, upon sucterms and conditions as appear to it to be just and equitable.

289. Claim for damages inadmissibled Where an order of the Court
made under section 286 terminates, sets aside, or modifies an arrangement, the
order shall not give rise to any claim whatewsgainst the company by any
person for damages or for compensation for loss of office or in any other respect,
either in pursuance of the agreement or otherwise.

290. Application of certain sections to proceedings under this Paf
In relation to an apigation under section 286, sections 395 to 400 shall
mutatis mutandiapply as they apply in respect of winding up.

291. Management by Administrator.d (1) If at any time a creditor or
creditors having interest equivalent in amount not less than sixtyepé of the
paid up capital of a company, represents or represent to the Commissdon that

(a) the affairs or business of the company are or is being or have or has
been conducted or managed in a manner likely to be prejudicial to
the interest of the comparniys members or creditors, or any director of
the company or person concerned with the managewferihe
company is or has been guilty of breach of trust-feasance or
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other misconduct towards the company or towards any of its
members or creditors oirdctor;

(b) the affairs or business of the company are or is being or have or has
been conducted or managed with intent to defraud its members or
creditors or any other person or for a fraudulent or unlawful purpose,
or in a manner oppressive of any of spehmsons or for purposes as
aforesaid; or

(c) the affairs of the company have been so conducted or managed as
to deprive the members thereof of a reasonable return; or

(d) any industrial project or unit to be set up or belonging to the company
has not been compéml or has not commenced operations or has not
been operating smoothly or its production or performance has so
deteriorated that

() the market value of its shares as quoted on the securities
exchange or the net worth of its share has fallen by more than
sewentyfive per cent of its par value; or

(i) debt equity ratio has deteriorated beyond 9:1; or
(i) current ratio has deteriorated beyond 5:1; or

(e) any industrial unit owned by the company is not in operation for
over a period of two years or has been in operatimmmittently or
partially during the preceding two years; or

() the accumulated losses of the company exceed sixty percent of its
paid up capital,

and request the Commission to take action under this section, the Commission
may, after giving the comparan opportunity of being heard, without prejudice

to any other action that may be taken under this Act or any other law, by order in
writing, appoint an Administrator, hereinafter referred to as the Administrator,
within sixty days of the date of receipt tie representation, from a panel
maintained by it on the recommendation of the State Bank of Pakistan to manage
the affairs of the company subject to such terms and conditions as may be
specified in the order:

Provided that the Commission may, if itngiders it necessary so to do,
for reasons to be recorded, or on the application of the creditors on whose
representation it proposes to appoint the Administrator, and after giving a notice
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to the State Bank of Pakistan, appoint a person whose name dagxpaar on
the panel maintained for the purpose to be the Administrator.

Explanation.d For the purposes of clauge), the members shall be
deemed to have been deprived of a reasonable return if, having regard to
enterprises similarly placed, the compasynable to, or does not, declare any or
adequate dividend for a period of three consecutive years.

(2) The Administrator shall receive such remuneration as the Commission
may determine.

(3) On and from the date of appointment of the Administratioe,
management of the affairs of the company shall vest in him, and he shall exercise
all the powers of the board or other persons in whom the management vested and
all such directors and persons shall stand divested of that management and
powers and shiatease to function or hold office.

(4) Where it appears to the Administrator that any purchase or sales
agency contract has been entered into, or any employment given, patently to
benefit any director or other person in whom the management vested or hi
nominees and to the detriment of the interest of the general members, the
Administrator may, with the previous approval in writing of the Commission,
terminate such contract or employment.

(5) No person shall be enttled to, or be paid, any compensati
damages for termination of any office, contract or employment undesestibn (3)
or subsection (4).

(6) If at any time it appears to the Commission that the purpose of the
order appointing the Administrator has been fulfilled, it may perreitctmpany
to appoint directors and, on the appointment of directors, the Administrator shall
cease to hold office.

(7) Save as provided in stdection (8), no suit, prosecution or other
legal proceeding shall lie against the Administrator for anythihighwis in good
faith done or intended to be done by him in pursuance of this section or of any
rules or regulations made thereunder.

(8) Any person aggrieved by an order of the Commission under sub
section (1) or suisection (10), or of the Administ@t under suksection (4)
may, within sixty days from the date of the order, appeal against such order to the
concerned Ministein-Charge of the Federal Government.

(9) If any person fails to deliver to the Administrator any property, records
or documets relating to the company or does not furnish any informagquoired
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by him or in any way obstructs the Administrator in the management, of the
affairs of the company or acts for or represents the company in any way, the
Commission may by order in wiig, direct that such person shall be liable to a
penalty of level 3 on the standard scale.

(10) The Commission may issue such directions to the Administrator as
to his powers and duties as it deems desirable in the circumstances of the case,
and the Adriistrator may apply to the Commission at any time for instructions
as to the manner in which he shall conduct the management of the company or in
relation to any matter arising in the course of such management.

(11) Any order or decision or directionf dhe Commission made in
pursuance of this section shall be final and shall not be called in question in any
Court.

(12) The Commission may, make regulations to carry out the purposes
of this section.

(13) The provisions of this section shall haveeeff notwithstanding
anything contained in any other provision of this Act or any other law or
contract, or in the memorandum or articles of a company.

292. Rehabilitation of sick public sector companie$ (1) The provisions
of this section shall apply ta public sector company which is facing financial or
operational problems and is declared as a sick company by the concerned
Minister-in-Charge of the Federal Government.

(2) After a company is declared as a sick company undesection
(1), any instution, authority, committee or person authorised by the concerned
Minister-in-Charge of the Federal Government in this behalf may draw up a plan
for the rehabilitation, reconstruction and reorganisation of such company, hereafter
in this section referre as the rehabilitation plan.

(3) Without prejudice to the generality of the foregoing provision, the
rehabilitation plan, may, in addition to any other matter, provide for all or any of
the followingd

(@) reduction of capital so as to provide for all amy of the matters
referred to in section 89 or reconstruction, compromise, amalgamation
and other arrangements so as to provide for all or any of the matters
referred to in section 279 or section 282 or section 285;

(b) alteration of share capital and \&tion in the rights and obligations
of shareholders or any class of shareholders;
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(c) alteration of loan structure, debt rescheduling or conversion into
shares carrying special rights or other relief and modification in the
terms and conditions in respectaitstanding debts and liabilities
of the company or any part of such loan, debts or liabilities or
variation in the rights of the creditors or any class of them including
any security pertaining thereto;

(d) acquisition or transfer of shares of the companytiee specified
terms and conditions;

(e) issue of further capital including shares carrying special rights and
obligations relating to voting powers, dividend, redemption or
treatment on winding up;

() removal and appointment of directors (including the fchie
executive) or other officers of the company;

(g) amendment, modification or cancellation of any existing contract;
or

(h) alteration of the memorandum or articles or changes in the accounting
policy and procedure.

(4) The rehabilitation plan shall be suitted for approval to the
concerned Ministen-Charge of the Federal Government which shall, unless it
otherwise decides for reasons to be recorded, cause it to be published in the
official Gazette for ascertaining the views of the shareholders, creditdrether
persons concerned within a specified period.

(5) Before approving the rehabilitation plan, the concerned Minrister
Charge of the Federal Government shall take into consideration the views
relating thereto received from any quarter withie sipecified period.

(6) On the approval of the rehabilitation plan by the concerned Minister
in-Charge of the Federal Government, its provisions, with such modification as may
be directed by the concerned MinisterCharge of the Federal Government,
shall become final and take effect and be implemented and shall be valid, binding
and enforceable in all respects notwithstanding anything in this Act or any other
law or the memorandum or articles of the company or in any agreement or
document executed by or in any resolution passed by the company in general
meeting or by its board, whether the same be registered, adopted, executed or
passed, as the case may be, before or after the commencement of this Act.
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(7) Any provision contained in the memoranduanticles, agreements,
documents or resolutions as aforesaid shall, to the extent to which it is repugnant
to the provisions of this Act or the rehabilitation plan, become void.

(8) No compensation or damages shall be payable to any one for any
matter or arrangement provided for in, or action taken in pursuance of, the
rehabilitation plan.

(9) The concerned Ministean-Charge of the Federal Government may
vary or rescind rehabilitation plan from time to time and issue such directions as
to its implenentation and matters ancillary thereto as it may deem expedient.

(10) The concerned Ministan-Charge of the Federal Government or
any authority or other person authorised by the concerned Minis@iarge of
the Federal Government in this behalflskapervise the implementation of the
rehabilitation plan and may issue such directions to the parties concerned as may
be deemed necessary by such Government, authority or person, as the case may
be.

(11) Whosoever fails to give effect, to carry oot implement the
rehabilitation plan or any matter provided for therein or any direction issued
under suksection (10), shall be liable to imprisonment of either description for a
term which may extend to three years and fine not exceeding five millj@esu
and, in case of a continuing failure, to a further fine not exceeding ten thousand
rupees for every day after the first during which the failure or default continues.

(12) Until a rehabilitation plan has been approved by the concerned
Minister-in-Charge of the Federal Government and is in operation, the provisions
of this section shall not prejudice or affect the power or rights of a company or its
shareholders or creditors to enter into, arrive at or make any compromise,
arrangement or settlenmein any manner authorised by this Act or any other law
for the time being in force.

(13) The rehabilitation plan approved by the concerned Minister
Charge of the Federal Government and any modification thereof shall, unless
otherwise directed byt,ibe published in the official Gazette and a copy thereof
shall be forwarded by the concerned MinisteCharge of the Federal
Government to the registrar who shall register and keep the same with the
documents of the company.

(14) The Federal Govament may, by notification in the official Gazette,
make rules to carry out the purposes of this section.

(15) This section is in addition to and not in derogation of any other law
regarding rehabilitation of any entity.
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PART X
WINDING UP
PRELIMINARY

293. Modes of winding up- (1) The winding up of a company may be
eithe®

(a) by theCourtor
(b) voluntary; or
(c) subject to the supervision of turt.

(2) Save as otherwise expressly provided, the provisions of this Act
with respect to winding up shall dggo the winding up of a company in any of
the modes specified in sidection (1).

294. Liability as contributories of present and past members (1) In
the event of a company being wound up, every present and past member shall,
subject to the provisiorsf section 295, be liable to contribute to the assets of the
company to an amount sufficient for payment of its debts and liabilities and the
costs, charges and expenses of the winding up, and for the adjustment of the
rights of the contributories amonigemselves, with the following qualifications,
that is to sa§

(a) a past member shall not be liable to contribute if he has ceased to be
member for one year or upwards before the commencement of the
winding up;

(b) a past member shall not be liable to contribnteespect of any
debt or liability of the company contracted after he ceased to be a
member;

(c) a past member shall not be liable to contribute unless it appears
to the Court that the present members are unable to satisfy the
contributions required to made by them in pursuance of this Act;

(d) in the case of a company limited by shares, no contribution shall be
required from any past or present member exceeding the amount, if
any, unpaid on the shares in respect of which he is liable as such
member;
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(e)

(f)

(¢))

(2)

in the case of a company limited by guarantee, no contribution
shall, subject to the provisions of sséction (2), be required from

any past or present member exceeding the amount undertaken to be
contributed by him to the assets of the company in the efdrg

being wound up;

nothing in this Act shall invalidate any provision contained in any
policy of insurance or other contract whereby the liability of
individual members on the policy or contract is restricted, or
whereby the funds of the company atene made liable in respect
of the policy or contract; and

a sum due to any past or present member of a company in his
character as such, by way of dividends, profits or otherwise, shall
not be deemed to be a debt of the company payable to that member
in a case of competition between himself and any other creditor not
being a member of the company, but any such sum may be taken
into account for the purpose of the final adjustments of the rights of
the contributories among themselves.

In the windingup of a company limited by guarantee which has a

share capital, every member of the company shall be liable, in addition to the
amount undertaken to be contributed by him to the assets of the company in the
event of its being wound up, to contribute te #xtent of any sum unpaid on any
shares held by him, as if the company were a company limited by shares.

295. Liability of directors whose liability is unlimited.d In the
winding up of a limited company any director, whether past or present, whose
liability is, in pursuance of this Act, unlimited, shall, in addition to his ability, if
any, to contribute as an ordinary member, be liable to make a further contribution
as if he were, at the commencement of the winding up, a member of an unlimited

company:

Provided that

(@)

(b)

subject to

a past director shall not be liable to make such further contribution
if he has ceased to hold office for a year or upwards before the
commencement of the winding up;

a past director shall not be liable to make such further contribution
in respect of any debtor liability of the company contracted after he
ceased to hold office;

the articles, a director shall not be liable to make such further

contribution unless the Court deems it necessary to require that contribution in
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orde to satisfy the debts and liabilities of the company, and the costs, charges
and expenses of the winding up.

296. Liability of Contributory having fully paid share .6 A person
holding fully paid-up shares in a company shall be considered as a
contributor y but shall have no liabilities of a contributory under this Act
while retaining rights of such a contributory.

Explanation.d The term ficontributory 8 means a person liable to
contribute towards the assets of the company on the event of its being wound

up.

297. Nature of liability of contributory. 8 The liability of a
contributory shall create a debt accruing due from him at the time when his
liability commenced, but payable at the time specified in calls made on him for
enforcing the liability.

298. Contributories in case of death of memben If a contributory
dies, whether before or after being placed on the list of contributories of a
company:

(@) his legal representatives shall be liable, in due course of
administration, to contribute to the assetsthé company in
discharge of his liability, and shall be contributories accordingly;
and

(b) if the legal representatives make default in paying any money
ordered to be paid by them, proceedings may be initiated for
administering the property of the deceasedtibutory, and of
compelling payment of the money due, out of assets of the
deceased.

299. Contributory in case of insolvency of membed If a
contributory is adjudged insolvent whether before or after he has been placed on
the list of contributoriesf a company, then

(&) his assignees in insolvency shall represent him for all the purposes
of the winding up, and shall be contributories accordingly, and may
be called on to admit to proof against the estate of the insolvent, or
otherwise to allow to be mhout of his assets in due course of law,
any money due from the insolvent in respect of his liability to
contribute to the assets of the company; and

(b) there may be proved against the estate of the insolvent the estimated
value of his liability to furthecalls as well as calls already made.
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300. Contributories in case of winding up of a body corporate which
is a memberd If a body corporate which is a contributory is ordered to be
wound up, whether before or after it has been placed on the list of cooriéis
of a compan§

(@)

(b)

the liquidator of the body corporate dhaepresent it for all
purposesof the winding up of the company and shall be a
contributory accordingly, and may be called on to admit to proof
against the assets of the body corporate, lugratise to allow to be
paid out of its assets in due course of law, any money due from the
body corporate in respect of its liability to contribute to the assets of
the company; and

there may be proved against the assets of the body corporate the
estimatel value of its liability to future calls as well as calls already
made.

WINDING UP BY COURT

301. Circumstances in which a company may be wound up by
Court.d A company may be wound up by the Céurt

(@)

(b)

(©)

(d)

(e)

(f)
(9)

if the company has, by special resolution, resolved that
company be wound up by the Court; or

if default is made in delivering the statutory report to the registrar
or in holding the statutory meeting; or

if default is made in holding any two consecutive annual general
meetings; or

if the company has nda a default in filing with the registrar its
financial statements or annual returns for immediately preceding
two consecutive financial years; or

if the number of members is reduced, in the case of public
company, below three and in the case of a pricatapany below
two; or

if the company is unable to pay its debts; or

if the company i8
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() conceived or brought forth for, or is or has been carrying on,
unlawful or fraudulent activities; or

(i) carrying on business prohibited by any law for the time being
in force in Pakistan; or restricted by any law, rules or
regulations for the time being in force in Pakistan; or

(iif) conducting its business in a manner oppressive to the minority
members or persons concerned with the formation or
promotion of the companyyo

(iv) run and managed by persons who fail to maintain proper and
true accounts, or commit fraud, misfeasance or malfeasance in
relation to the company; or

(v) managed by persons who refuse to act according to the
requirements of the memorandum or articles ergiovisions
of this Act or failed to carry out the directions or decisions of
the Commission or the registrar given in the exercise of
powers under this Act; or

(h) if, being a listed company, it ceases to be such company; or

() if the Court is of opinion thait is just and equitable that the
company should be wound up; or

() if a company ceases to have a member; or

(k) if the sole business of the company is the licensed activity and it
ceases to operate consequent upon revocation of a licence granted
by the Comnssion or any other licencing authority; or

() if a licence granted under section 42 to a company has been
revoked or such a company has failed to comply with any of the
provisions of section 43 or where a company licenced under section 42
is being wound up aluntarily and its liquidator has failed to
complete the winding up proceedings within a period of one year
from the date of commencement of its winding up; or

(m) if a listed company suspends its business for a whole year.

Explanation 1.8 The promotion orhe carrying on of any scheme or
business, howsoever described
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(@) whereby, in return for a deposit or contribution, whether
periodically or otherwise, of a sum of money in cash or by means of
coupons, certificates, tickets or other documents, paymentuat fu
date or dates of money or grant of property, right or benefit, directly
or indirectly, and whether with or without any other right or benefit,
determined by chance or lottery or any other like manner, is assured
or promised; or

(b) raising urauthoriseddeposits from the general public, indulging in
referral marketing, mulievel marketing (MLM), Pyramid and
Ponzi Schemes, locally or internationally, directly or indirectly; or

(c) any other business activity notified by the Commission to be
against public plicy or a moral hazard;

shall be deemed to be an unlawful activity.

Explanation 11.8 fiMinority members means members together holding
not less than ten percent of the equity share capital of the company.

302. Company when deemed unable to pay its &&s.0 (1) A
company shall be deemed to be unable to pay its-debts

(a) if a creditor, by assignment or otherwise, to whom the company is
indebted in a sum exceeding one hundred thousand rupees, then
due, has served on the company, by causing the same to be
delivered by registered post or otherwise, at its registered office, a
demand under his hand requiring the company to pay the sum so
due and the company has for thirty days thereafter neglected to pay the
sum, or to secure or compound for it to the reasorsatisfaction of
the creditor; or

(b) if execution or other process issued on a decree or order of any
Court or any other competent authority in favour of a creditor of the
company is returned unsatisfied in whole or in part; or

(c) ifitis proved to the satiattion of the Court that the company is
unable to pay its debts, and, in determining whether a company is
unable to pay its debts, the Court shall take into account the
contingent and prospective liabilities of the company.

(2) The demand referred to iclause (a) of sulection (1) shall be
deemed to have been duly given under the hand of the creditor if it is signed by
an agent or legal adviser duly authorised on his behalf.
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303. Transfer of proceedings to other Courtsd Where the Court
makes an ordefor winding up a company under this Act, it may, if it thinks fit,
direct all subsequent proceedings to be held in any other High Court, with the
consent of such court and thereupon, for the purposes of the winding up of the
company, such Court shall lobeemed to be th@Cour within the meaning of
this Act and shall have all the powers and jurisdiction of the Court thereunder.

PETITION FOR WINDING UP

304. Provisions as to applications for winding upd An application to
the Court for the winding up @& company shall be by petition presented, subject
to the provisions of this section, either by the company, or by any creditor or
creditors (including any contingent or prospective creditor or creditors), or by
any contributory or contributories, or by alt any of the aforesaid parties,
together or separately or by the registrar, or by the Commission or by a person
authorised by the Commission in that behalf:

Provided that

() a contributory shall not be entitled to present a petition for winding
up a corpany unless

(i) either the number of members is reduced, in the case of a
private company, below two, or, in the case of public
company, below three; and

(i) the shares in respect of which he is a contributory or some of
them either were originally allotted tum or have been held
by him, and registered in his name, for at least hundred
and eighty days during the eighteen months before the
commencement of the winding up, or have or devolved on
him through the death of a former holder;

(b) the registrar shall at be entitled to present a petition for the
winding up of a company unless the previous sanction of the
Commission has been obtained to the presentation of the petition:

Provided that no such sanction shall be given unless the
company has first been fafded an opportunity of making a
representation and of being heard,

(c) the Commission or a person authorised by the Commission in that
behalf shall not be entitled to present a petition for the winding up
of a company unless an investigation into the affaf the
company has revealed that it was formed for any fraudulent or
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unlawful purpose or that it is carrying on a business not authorised
by its memorandum or that its business is being conducted in a
manner oppressive to any of its members or persomseceed in

the formation of the company or that its management has been
guilty of fraud, misfeasance or other misconduct towards the
company or towards any of its members; and such petition shall not
be presented or authorised to be presented by the Gsiomi
unless the company has been afforded an opportunity of making a
representation and of being heard:

Provided that if sole business of the company is the licensed
activity and that licence is revoked, no investigation into the affairs
of the companyghall be required to present the petition for winding
up of the company;

(d) the Court shall not give a hearing to a petition for winding up a
company by a contingent or prospective creditor until such security
for costs has been given as the Court thinksarable and until a
prima facie case for winding up has been established to the
satisfaction of the Court;

(e) the Court shall not give a hearing to a petition for winding up a
company by the company until the company has furnished with its
petition, in theprescribed manner, the particulars of its assets and
liabilities and business operations and the suits or proceedings
pending against it.

305. Right to present winding up petition where company is being
wound up voluntarily or subject to Courté supervison.d (1) Where a
company is being wound up voluntarily or subject to the supervision of the
Court, a petition for its winding up by the Court may be presented by any person
authorised to do so under section 304 and subject to the provisions of that
section

(2) The Court shall not make a winding up order on a petition
presented to it under sidection (1) unless it is satisfied that the voluntary
winding up or winding up subject to the supervision of the Court cannot be
continued with due regard to theterests of the creditors or contributories or
both or it is in the public interest so to do.

306. Commencement of winding up by Courtd A winding up of a
company by the Court shall be deemed to commence at the time of the
presentation of the petition ftne winding up.
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POWERS OF COURT HEARING APPLICATION

307. Court may grant injunction.d The Court may, at any time after
presentation of the petition for winding up a company under this Act, and before
making an order for its winding up, upon the applmatf the company itself or
of any its creditors or contributories, restrain further proceedings in any suit or
proceeding against the company, upon such terms as the Court thinks fit.

308. Powers of Court on hearing petitiond (1) The Court may, on
recept of a petition for winding up under section 304 pass any of the following
orders, namekly

(a) dismiss it, with or without costs;
(b) make any interim order as it thinks fit;

(c) appoint a provisional manager of the company till the making of a
winding up order;

(d) make an order for the winding up of the company with or without
costs; or

(e) any other order as it thinks fit:

Provided that an order under this ssdztion shall be made within ninety
days from the date of presentation of the petition:

Provided furtherthat before appointing a provisional manager under
clause ¢€), the Court shall give notice to the company and afford a reasonable
opportunity to it to make its representations, if any, unless for special reasons to
be recorded in writing, the Court thinfisto dispense with such notice:

Provided also that the Court shall not refuse to make a winding up order
on the ground only that the assets of the company have been mortgaged for an
amount equal to or in excess of those assets, or that the companydsaets.

(2) Where a petition is presented on the ground that it is just and
equitable that the company should be wound up, the Court may refuse to make an
order of winding up, if it is of the opinion that some other remedy is available to
the petitimers and that they are acting unreasonably in seeking to have the
company wound up instead of pursuing the other remedy.

(3) Where the Court makes an order for the winding up of a company,
it shall forthwith cause intimation thereof to be sent to théiaff liquidator
appointed by it and to the registrar.
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309. Copy of winding up order to be filed with registrar.d (1) Within
fifteen days from the date of the making of the winding up order, the petitioner in
the winding up proceedings and the companylditala certified copy of the
order with the registrar.

(2) If default is made in complying with the foregoing provision, the
petitioner or, as the case may require, the company, and every officer of the
company who is in default, shall be liable toemalty of level 1 on the standard
scale.

(3) On the filing of a certified copy of a winding up order, the registrar
shall forthwith make a minute thereof in his books relating to the company, and
shall simultaneously notify in the official Gazette thatls an order has been
made.

(4) Such order shall be deemed to be notice of discharge to the
employees of the company, except when the business of the company is
continued.

310. Suits stayed on winding up orde® (1) When a winding up order
has been mader a provisional manager has been appointed, no suit or other
legal proceeding shall be proceeded with or commenced against the company
except by leave of the Court, and subject to such terms as the Court may impose.

(2) The Court which is winding up ¢hcompany shall, notwithstanding
anything contained in any other law for the time being in force, have jurisdiction
to entertain, or dispose of, any suit or proceeding by or against the company.

(3) Any suit or proceeding by or against the company wisgsending
in any court other than that in which the winding up of the company is
proceeding may, notwithstanding anything contained in any other law for the
time being in force, be transferred to and disposed of by the Court.

311. Court may require expeditious disposal of suitg (1)
Notwithstanding anything contained in any otherdaw

(@) If any suit or proceedings, including an appeal, by or against the
company which is allowed to be proceeded with in any Court other
than the Court in which winding up @fe company is proceeding,
the Court may issue directions to that other Court if that Court is
subordinate to it and, in any other case, make a request to that other
Court for expeditious disposal of the pending suit or proceedings by
or against the compg; and
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(b) If any proceedings, including proceedings for assessment or
recovery of any tax, duty or levies or appeal or review petitions
against any order is pending or is likely to be instituted, before any
officer, authority or other body, the Court maguse directions to
that officer, authority or other body for expeditious action and
disposal of the said proceedings.

(2) Upon issue of a direction or making of a request as aforesaid, the
Court, officer, authority or body to whom the same is addressadl, sh
notwithstanding anything contained in any other law, proceed to dispose of the
said suit or other proceedings expeditiously by according it special priority and
adopting such measures as may be necessary in this behalf, and shall inform the
Court issling the direction or making the request of the action taken.

312. Effect of winding up order.d0 An order for winding up a company
shall operate in favour of all the creditors and of all contributories of the
company as if made on the joint petition of editor and of a contributory.

313. Power of Court to stay winding upd (1) The Court may at any
time not later than three years after an order for winding up, on the application of
any creditor or contributory or of the registrar or the Commission aersop
authorised by it, and on proof to the satisfaction of the Court that all proceedings
in relation to the winding up ought to be stayed, withdrawn, cancelled or
revoked, make an order accordingly, on such terms and conditions as the Court
thinks fit.

(2) On any application under sigection (1), the Court may, before
making an order, require the official liquidator to furnish to the Court a report
with respect to any facts or matters which are in his opinion relevant to the
application.

(3) A copy d every order made under ssbction (1) shall forthwith
be forwarded by the Court to the registrar, who shall make a minute of the order
in his books relating to the company.

314. Court may ascertain wishes of creditors or contributorie (1)
In all maters relating to the winding up of a company, the Court-may

(@ have regard to the wishes of creditors or contributories of the
company, as proved to it by any sufficient evidence in a manner as
provided under this Act;

(b) if it thinks fit for the prpose of ascertaining their wishes, order
meetings of the creditors or contributories to be called, held and
conducted in such manner as may be directed; and
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(c) appoint a person to act as chairman of any such meeting and to
submit a report in this regar

(2) While ascertaining the wishes of creditors or contributories under
subsection (), regard shall be had to the value of each debt of the creditor or the
voting power exercised by each contributory, as the case may be.

OFFICIAL LIQUIDATORS

315. Appointment of official liquidator. 8 (1) For the purpose of the
winding up of companies by the Court, the Commission shall maintain a panel of
persons from whom the Court shall appoint a provisional manager or official
liquidator of a company ordered to Wweund up.

(2) A person shall not be appointed as provisional manager or official
liquidator of more than three companies at one point of time.

(3) The panel for the purpose of sabction (1) shall consist of persons
having at least ten years experiemc the field of accounting, finance or law and
as may be specified by the Commission such other persons, having at least ten
years professional experience.

(4) Where a provisional manager is appointed by the Court, the Court
may limit and restrict hipowers by the order appointing him or by a subsequent
order, but otherwise he shall have the same powers as a liquidator.

(5) On appointment as provisional manager or official liquidator, as the
case may be, such liquidator shall file a declarationimiseven days from the
date of appointment in the specified form disclosing conflict of interest or lack of
independence in respect of his appointment, if any, with the Court and such
obligation shall continue throughout the term of his appointment.

(6) While passing a winding up order, the Court may appoint a
provisional manager, if any, under clausedf subsection {) of section 308, as
the official liquidator for the conduct of the proceedings for the winding up of the
company.

(7) If more persom than one are appointed to the office of official
liquidator, the Court shall declare whether any act by this Act required or
authorised to be done by the official liquidator is to be done by all or any one or
more of such persons:

Provided that in casef any dispute or any varying stance amongst the
liquidators, the matter shall be referred to the Court for an appropriate order in
chambers in the presence of the parties concerned.
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(8) The Court may determine whether any, and what, security is to be
given by any official liquidator on his appointment.

(9) Notwithstanding anything contained in sséction (1), the Court
may, on the application of creditors to whom amounts not less than sixty percent
of the issued shameapital of the company being wad up are due, after notice
to the registrar, appoint a person whose name does not appear on the panel
maintained for the purpose, to be the official liquidator.

(10) An official liquidator shall not resign or quit his office before
conclusion of the tjuidation proceedings except for reasons of personal
disability to the satisfaction of the Court.

(11) Any casual vacancy in the office of an official liquidator occurred
due to his death, removal or resignation, shall be filled up by the Court by the
appointment of another person from the panel maintained undesestiion (1):

Provided that in case of resignation, the outgoing official liquidator shall,
unless the Court directs otherwise, continue to act until the person appointed in
his place takesharge.

(12) The Commission may of its own, remove the name of any person
from the panel maintained under ssdxtion () on the grounds of misconduct,
fraud, misfeasance, breach of duties or professional incompetence:

Provided that the Commission be¢ removing him from the panel shall
give him a reasonable opportunity of being heard.

(13) The person appointed on the panel under this section shall be
subject to such code of conduct and comply with the requirement of any
professional accreditatiorrggrams as may be specified by the Commission.

316. Removal of official liquidator.d (1) The Court may, on a
reasonable cause being shown including but not limited to lack of independence
or lack of impartiality, remove the provisional manager or theiaffiiquidator,
as the case may be, on any of the following grounds, nainely:

(@) misconduct;

(b) fraud or misfeasance;

(c) professional incompetence or failure to exercise due care and
diligence in performance of the powers and functions;
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(d) inability to act as prasional manager or official liquidator, as the
case may be;

(e) conflict of interest during the term of his appointment that will
justify removal.

(2) Where the Court is of the opinion that any liquidator is responsible
for causing any loss or damage te ttompany due to fraud or misfeasance or
failure to exercise due care and diligence in the performance of his powers and
functions, the Court may recover or cause to be recovered such loss or damage
from the provisional manager or official liquidator, he tase may be, and pass
such other orders as it may think fit.

317. Remuneration of official liquidator.6 (1) The terms and
conditions of appointment of a provisional manager or official liquidator and the
fee payable to him shall be fixed by the Courttbe basis of task required to be
performed, experience, qualification of such liquidator and size of the company.

(2) An official liquidator, shall also be entitled to such remuneration by
way of percentage of the amount realised by him by disposasetts as may be
fixed by theCourt having regard to the amount and nature of the work actually
done and subject to such limits as may be prescribed:

Provided that different percentage rates may be fixed for different types
of assets and items.

(3) In addition to the remuneration payable under-settion (2), the
Court may permit payment of a monthly allowance to the official liquidator for
meeting the expenses of the winding up for a period not exceakéngearfrom
the date of the winding up order.

(4) The remuneration fixed as aforesaid shall not be enhanced
subsequently but may be reduced by the Court at any time.

(5) If the official liquidator resigns, is removed from office or
otherwise ceases to hold office before conclusion of the wingingroceedings,
he shall not be entitled to any remuneration and the remuneration already
received by him, if any, shall be refunded by him to the company.

(6) No remuneration shall be payable to official liquidator who fails to
complete the winding uprpceedings within the prescribed period or such
extended time as may be allowed by the Court.

318. Style and title of official liquidator.d The official liquidator shall
be described by the style fithe official liquidatod of the particular companiy
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respect of which he actand in no case he shall be described by his individual
name.

319. General provisions as to liquidatorsd (1) The official liquidator
shall conduct the proceedings in winding up the company and perform such
duties in reference theto as the Court may impose.

(2) The acts of a liquidator shall be valid, notwithstanding any defect
that may afterwards be discovered in his appointment or qualification:

Provided that nothing in this stgection shall be deemed to give validity
to acts done by a liquidator after his appointment has been shown to be invalid.

(3) The winding up proceedings shall be completed by the official
liquidator within a period as determined by the Court under section 322.

(4) If an official liquidator is onvicted of misfeasance, or breach of
duty or other lapse or default in relation to winding up proceedings of a
company, he shall cease to be the official liquidator of the company and shall
also become disqualified, for a period of five years from suclviction, from
being the liquidator or to hold any other office including that of a director, in any
company and if he already holds any such office he shall forthwith be deemed to
have ceased to hold such office.

(5) The registrar or the Commission dhitake cognizance of any lapse,
delay or other irregularity on the part of the official liquidator and may, without
prejudice to any other action under the law, report the same to the Court.

320. Statement of affairs to be made to official liquidatord (1)
Where the Court has appointed a provisional manager or made a winding up
order and appointed an official liquidator, there shall be made out and submitted
to the provisional manager or official liquidator, a statement as to the affairs of
the company irthe prescribed form, verified by an affidavit, and containing the
following particulars, namedy

(a) particulars of the compafy assets, debts and liabilities;

(b) the detail of cash balance in hand and at the bank;

(c) the names and addresses of the comargralitors stating
separately the amount of secured debts and unsecured debts, and, in

the case of secured debts, particulars of the securities given, their
value and the dates when they were given.
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(d) the names, residential addresses and occupations of trengpers

(€)

(f)

(¢))

(h)

(@)

from whom debts of the company are due and the amount likely to
be realised therefrom;

where any property of the company is not in its custody or
possession, the place where and the person in whose custody or
possession such property is;

full addressof the places where the business of the company was
conducted during thene hundred and eighty days preceding the
relevant date and the names and particulars of the persons incharge
of the same;

details of any pending suits or proceedings in which ¢mepany is
a party; and

such other particulars as may be prescribed or as the Court may
order or the provisional manager or official liquidator may require
in writing, including any information relating to secret reserves and
personal assets of directors.

The statement shall be submitted and verified by persons who are at

the relevant date the directors, chief executive, chief financial officer and
secretary of the company.

3)

The provisional manager or official liquidator, subject to the

direction of the Court, may also require to make out and submit to him a
statement in the prescribed form as to the affairs of the company by some or all
of the persons

(@)

(b)

(©)

(4)

who have been directors, chief executives, chief financial officer,
secretary or other officerof the company within one year from the
relevant date;

who have taken part in the formation of the company at any time
within one year before the relevant date;

who are in the employment of the company, or have been in the
employment of the company wWwih the said year, and are in the
opinion of the official liquidator or provisional manager capable of
giving the information required and to whom the statement relates;

The statement shall be submitted within fifteen days from the

relevant date, owithin such extended time not exceeding fdityg days from
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that date as the official liquidator or provisional manager or the Court may, for
special reasons, appoint.

(5) Any person making the statement required by this section shall be
entitled to ande paid by the official liquidator or the provisional manager, as the
case may be, the reasonable expenses incurred in preparation of such statement.

(6) Any contravention or default in complying with requirements of
this section shall be an offencablie to a daily penalty of level 2 on the standard
scale.

(7) Without prejudice to the operation of any provisions imposing
penalties in respect of any such default as aforesaid, the Court which makes the
winding up order or appoints a provisional mamagay take cognizance of an
offence under subection (6) and try the offence itself in accordance with the
procedure laid down in the Code of Criminal Procedure, 1898 (Act V of 1898),
for the trial of cases by Magistrates and further direct the persorneroed to
comply with the provisions of this section within such times as may be specified
by it.

(8) Any person stating himself in writing to be a creditor or
contributory of the company shall be entitled, by himself or by his agent, at all
reasonabldimes, on payment of the prescribed fee, to inspect the statement
submitted in pursuance of this section, and to a copy thereof or extract therefrom.

(9) Any person untruthfully so stating himself to be a creditor or
contributory shall be guilty of an f@hce under section 182 of the Pakistan Penal
Code, 1860 (Act XLV of 1860), and shall, on the application of the official
liquidator or provisional manager, be punishable accordingly.

(10) In this section, the expressidthe relevant date® means, in aase
where a provisional manager is appointed, the date of his appointment, and, in a
case where no such appointment is made, the date of the winding up order.

321. Report by official liquidator. 8 (1) Where the Court has made a
winding up order and appoad an official liquidator, such liquidator shall, as
soon as practicable after receipt of the statement to be submitted under section
320 and not later than sixty days, from the date of the winding up order submit a
report to the Court, containing the flVing particulars, namely.

(a) the nature and details of the assets of the company including their
location and current value duly ascertained by a registered valuer;

(b) the cash balance in hand and in the bank, if any, and the negotiable
securities, if any, éld by the company;
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(c) the amount of authorised and paid up capital;

(d) the existing and contingent liabilities of the company indicating
particulars of the creditors, stating separately the amount of secured
and unsecured debts, and in the case of secures| garticulars of
the securities given;

(e) the debts due to the company and the names, addresses and
occupations of the persons from whom they are due and the amount
likely to be realised on account thereof;

(f) debts due from contributories;

(g) details of tradmarks and intellectual properties, if any, owned by
the company;

(h) details of subsisting contracts, joint ventures and collaborations, if
any;

(i) details of holding and subsidiary companies, if any;
() details of legal cases filed by or against the company;

(k) any other information which the Court may direct or the official
liquidator may consider necessary to include.

(2) The official liquidator shall also include in his report the manner in
which the company was promoted or formed and whether in his aparyg
fraud has been committed by any person in its promotion or formation, or by any
director or other officer of the company in relation to the company since its
formation.

(3) The official liguidator shall also make a report on the viability of
the husiness of the company or the steps which, in his opinion, are necessary for
maximising the value of the assets of the company.

(4) The official liquidator may also, if he thinks fit or upon directions
of the Court, make any further report or reports.

(5) A certified copy of the reports aforesaid shall also be sent to the
registrar simultaneously vhittheir submission to the Court

322. Court directions on report of official liquidator .0 (1) The Court
shall, on consideration of the report of the officiiquidator, fix a time limit
within which the entire proceedings shall be completed and the company be
dissolved:
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Provided that the Court may, if it is of the opinion, at any stage of the
proceedings, or on examination of the reports submitted to théyofficial
liquidator and after hearing the official liquidator, creditors or contributories or
any other interested person, that it will not be advantageous or economical to
continue the proceedings, revise the time limit within which the entire
proceelings shall be completed and the company be dissolved.

(2) The Court may, on examination of the reports submitted to it by the
official liquidator and after hearing the official liquidator, creditors or
contributories or any other interested person, rosdde of the company as a
going concern or its assets or part thereof:

Provided that the Court may where it considers fit, appoint a sale
committee comprising such creditors, promoters and officers of the company as
the Court may decide to assist thdicil liquidator in sale under this sub
section.

(3 Where a report is received from the official liquidator or the
Commission or any person that a fraud has been committed in respect of the
company, the Court shall, without prejudice to the procesgrafing up, order
for investigation under section 257, and on consideration of the report of such
investigation it may pass order and give directions under sections 391 or 392 or
direct the official liquidator to file a criminal complaint against persehs were
involved in the commission of fraud.

(4) The Court may order for taking such steps and measures, as may be
necessary, to protect, preserve or enhance the value of the assets of the company.

(5) The Court may pass such other order or give slolr directions
as it considers fit.

323. Settlement of list of contributories and application of asset8
(1) As soon as may be after making a winding up order, the Court shall settle a
list of contributories, with power to rectify the register of mersband shall
cause the assets of the company to be collected and applied in discharge of its
liabilities:

Provided that, where it appears to the Court that it will not be necessary
to make calls on or adjust the rights of contributories, the Court nsperke
with the settlement of a list of contributories.

(2) In settling the list of contributories, the Court shall distinguish
between persons who are contributories in their own right and persons who are
contributories as being representatives ofjadié for the debts of, others.
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324. Custody of companys propertiesd (1) Where a winding up
order has been made or where a provisional manager has been appointed, the
official liquidator or the provisional manager, as the case may be, shall, on the
orde of the Court, forthwith take into his custody or control all the property,
effects and actionable claims to which the company is or appears to be entitled to
and take such steps and measures, as may be necessary, to protect and preserve
the properties athe company.

(2) On an application by the official liquidator or otherwise, the Court
may, at any time after the making of a winding up order, require any contributory
for the time being on the list of contributories, and any trustee, receiver, banker,
agent, officer or other employee of the company, to pay, deliver, surrender or
transfer forthwith, or within such time as the Court directs, to the official
liquidator, any money, property or books and papers in his custody or under his
control to which tle company is or appears to be entitled.

(3) The promoters, directors, officers and employees, who are or have
been in employment of the company or acting or associated with the company
shall extend full cooperation to the official liquidator in dischaje his
functions and duties.

(49 Notwithstanding anything contained in sséction (), all the
property and effects of the company shall be deemed to be in the custody of the
Court from the date of the appointment of the Provisional manager or tliegpass
of order for the winding up of the company as the case may be.

(5) Where any person, without reasonable cause, fails to discharge his
obligations under subections (2) or (3), he shall be punishable with
imprisonment which may extend to two yearsaath fine which may extend to
five hundred thousand rupees, or with both.

325. Power to require delivery of property.d Without prejudice to the
obligation imposed under any other provisions, the Court may, at any time after
making a winding up order, @aire any contributory for the time being on the list
of contributories and any trustee, receiver, banker, agent, officer or employee or
past officer or employee or auditor of the company to pay, deliver, convey,
surrender or transfer forthwith, or withiaych time as the Court directs, to the
official liquidator any money, property or books and papers including documents
in his hands to which the companypisma facieentitled.

326. Power to summon persons suspected of having property of
companyd (1) The Court may, at any time after the appointment of a
provisional manager or the making of winding up order, summon before it any
officer of the company or person known or suspected to have in his possession
any property or books or papers of the companyknown or suspected to be
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indebted to the company, or any person whom the Court deems capable of giving
information concerning the promotion, formation, trade, dealings, books or
papers, affairs or property of the company.

(2) The Court may examine angen summoned under sgbction (1)
on oath concerning the matters aforesaid, either by word of mouth or on written
interrogatories, and may reduce his answers to writing and require him to sign
them.

(3) The Court may require a person summoned undesscaton (1) to
produce any books and papers in his custody or power relating to the company,
but, where he claims any lien on books or papers produced by him, the
production shall be without prejudice to that lien, and the Court shall have
jurisdiction inthe winding up to determine all questions relating to that lien.

(4) If any person so summoned, after being paid or tendered a
reasonable sum for his expenses, fails to come before the Court at the time
appointed, not having a lawful impediment madevikndo the Court at the time
of its sitting and allowed by it, the Court may cause him to be apprehended and
brought before the Court for examination.

(5) If, on his examination, any officer or person so summoned admits
that he is indebted to the comparlie Court may order him to pay to the
provisional manager or, as the case may be, the liquidator, at such time and in
such manner as the Court may direct, the amount in which he is indebted, or any
part thereof, either in full discharge of the whole antoomnot, as the Court
thinks fit, with or without costs of the examination.

(6) If, on his examination, any such officer or person admits that he has
in his possession any property belonging to the company, the Court may order
him to deliver to the prasional manager or, as the case may be, the liquidator
that property or any part thereof, at such time, in such manner and on such terms
as the Court may direct.

(7) Orders made under sigections (5) and (6) shall be executed in the
same manner as deeeefor the payment of money or for the delivery of property
under the Code of Civil Procedure, 1908 (Act V of 1908), respectively.

(8) Any person making any payment or delivery in pursuance of an
order made under stdection (5) or sulsection (6) shalby such payment or
delivery be, unless otherwise directed by such order, discharged from all liability
whatsoever in respect of such debt or property.

327. Power to order public examination of promoters, directorsd
(1) When an order has been made fanding up a company by the Court, and



402 THE GAZETTE OF PAKISTAN, EXTRA., MAY 31, 2017 [PART I

the official liquidator has made a report to the Court stating that in his opinion a
fraud or other actionable irregularity has been committed by any person in the
promotion or formation of the company or by any dioedr other officer of the
company in relation to the company since its formation, the Court may, after
consideration of the report, direct that such person, director or other officer shall
attend before the Court on a day appointed by the Court for uhadge, and be
publicly examined as to the promotion or formation or the conduct of the
business of the company, or as to his conduct and dealings as director, manager
or other officer thereof.

(2) The official liquidator shall take part in the examioati and for
that purpose may, if specially authorised by the Court in that behalf, employ such
legal assistance as may be sanctioned by the Court.

(3) Any creditor or contributory may also take part in the examination
either personally or by any persamtided to appear before the Court.

(4) The Court may put such questions to the person examined as the
Court thinks fit.

(5) The person examined shall be examined on oath, and shall answer
all such questions as the Court may put or allow to be purto h

(6) A person ordered to be examined under this settion

(&) shall, before his examination, be furnished at his own cost with a
copy of the official liquidatdis report; and

(b) may at his own cost employ any person entitled to appear before the
Court, whoshall be at liberty to put to him such questions as the
Court may deem just for the purpose of enabling him to explain or
gualify any answer given by him:

Provided that if he is, in the opinion of the Court, exculpated from any
charges made or suggestaghinst him, the Court may allow him such costs as in
its discretion it may think fit.

(7) If any such person applies to the Court to be exculpated from any
charges made or suggested against him, it shall be the duty of the official
liquidator to appeaon the hearing of the application and call the attention of the
Court to any matters which appear to the official liquidator to be relevant, and if
the Court, after hearing any evidence given or witnesses called by the official
liquidator, grants the apgfition, the Court may allow the applicant such costs as
it may think fit.
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(8) Notes of the examination shall be taken down in writing and shall
be read over to or by, and signed by, the person examined, and may thereafter be
used in evidence against hand shall be open to the inspection of any creditor
or contributory at all reasonable times.

(9) The Court may, if it thinks fit, adjourn the examination from time to
time.

(10) An examination under this section may, if the Court so directs, and
subject to any rules in this behalf, be held before any officer of the Court, being
an official referee, registrar, additional registrar or deputy registrar.

(11) The powers of the Court under this section as to the conduct of the
examination, but not as t@sts may be exercised by the person before whom the
examination is held by virtue of a direction under-sabtion (10).

328. Power to arrest absconding contributoryd The Court, at any
time either before or after making a winding up order, on proofaifghle cause
for believing that a contributory is about to quit Pakistan or otherwise to abscond,
or to remove or conceal any of his property, for the purpose of evading payment
of calls or of avoiding examination respecting the affairs of the company, may
cause the contributory to be arrested and his books and papers and movable
property to be seized, and kept safely until such time as the Court may order.

329. Power to order payment of debts by contributoryd (1) The
Court may, at any time after makingnénding up order, make an order on any
contributory for the time being settled on the list of contributories to pay, in a
manner directed by the order, any money due from him or from the estate of the
person whom he represents to the company, exclusigayomoney payable by
him or the estate by virtue of any call in pursuance of this Act.

(2) The Caurt in making such an order niay

(&) in the case of an unlimited company, allow the contributory by way
of setoff, any money due to him or to the estate whiuh
represents from the company on any independent dealing or
contract with the company, but not any money due to him as a
member of the company in respect of any dividend or profit; and

(b) in the case of a limited company, make to any director whose
liability is unlimited or to his estate the like allowance.

(3) In the case of any company, whether limited or unlimited, when all
the creditors are paid in full, any money due on any account whatever to a
contributory from the company may be allowed to himaay of setoff against
any subsequent call.
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330. Power of Court to make callsd (1) The Court may, at any time
after making a winding up order, and either before or after it has ascertained the
sufficiency of the assets of the company, make calls on ater gayment
thereof by all or any of the contributories for the time being settled on the list of
the contributories to the extent of their liability, for payment of any money which
the Court considers necessary to satisfy the debts and liabilities adrtipany,
and the costs, charges and expenses of winding up, and for the adjustment of the
rights of the contributories among themselves.

(2) In making the call the Court may take into consideration the
probability that some of the contributories may lyadr wholly fail to pay the
call.

331. Power to order payment into bankd (1) The Court may order
any contributory, purchaser or other person from whom any money is due to the
company to pay the same into the account of the official liquidator in aideded
bank instead of to the official liquidator, and any such order may be enforced in
the same manner as if it had directed payment to the official liquidator.

(2) Information about the amount deposited shall be sent by the person
paying it to the offi@l liquidator within three days of the date of payment.

332. Regulation of account with Court- All moneys, bills, notes and
other securities paid and delivered into the scheduled bank where the official
liquidator of the company may have his accounthie event of a company being
wound up by the Court, shall be subject in all respect to the orders of the Court.

333. Order on contributory conclusive evidence.(1) An order made
by the Court on a contributory shall, subject to any right of appeabragusive
evidence that the money, if any, thereby appearing to be due or ordered to be
paid is due.

(2) All other pertinent matters stated in the order shall be taken to be
truly stated as against all persons, and in all proceedings whatsoever.

334. Power to exclude creditors not proving in time: The Court may
fix a time or times within which creditors are to prove their debts or claims, or to
be excluded from the benefit of any distribution made before those debts are
proved.

335. Adjustment of rights of contributories.- The Court shall adjust
the rights of the contributories among themselves, and distribute any surplus
among the persons entitled thereto.
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336. Power to order costsd The Court may, in the event of the assets
being insufficient to dsfy the liabilities, make an order as to the payment out of
the assets of the costs, charges and expenses incurred in the winding up in such
order of priority as the Court thinks just.

337. Powers and duties of official liquidatord (1) Subject to
diredions by the Court, if any, in this regard, the official liquidator, in a winding
up of a company, shall have the po@ver

(a) to carry on the business of the company so far as may be necessary
for the beneficial winding up of the company;

(b) to do all acts andot execute, in the name and on behalf of the
company, all deeds, receipts and other documents, and for that
purpose, to use, when necessary, the conipaaal;

(c) to sell the immovable and movable property and actionable claims
of the company by public auoti or private contract, with power to
transfer such property to any person or body corporate;

(d) to sell whole of the undertaking of the company as a going concern;

(e) to institute or defend any suit, prosecution or other legal
proceeding, civil or criminal,n the name and on behalf of the
company;

() to invite and settle claim of creditors, employees or any other
claimant and distribute sale proceeds in accordance with priorities
established under this Act;

(g) to draw, accept, make and endorse any negotiableinnshts in
the name and on behalf of the company, with the same effect with
respect to the liability of the company as if such instruments had
been drawn, accepted, made or endorsed by or on behalf of the
company in the course of its business;

(h) to obtain ay professional assistance from any person or appoint
any professional, in discharge of his duties, obligations and
responsibilities and for protection of the assets of the company,
appoint an agent to do any business which the official liquidator is
unabk to do himself;

(i) to appoint an Advocate entitled to appear before the Court or such
person as may be prescribed to assist him in the performance of his
duties;
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()

(k)

(2)

to take all such actions, steps, or to sign, execute and verify any
paper, deed, document, pigation, petition, affidavit, bond or
instrument as may be necessary

(i) for winding up of the company;

(i)  for distribution of assets;

(i) in discharge of his duties and obligations and functions as
official liquidator; and

to apply to the Court for such @rs or directions as may be
necessary for the winding up of the company.

The exercise of powers by the official liquidator under-settion

(1) shall be subject to the overall control of the Court, and any creditor or
contributory or the registrar ay apply to the Court with respect to any exercise
or proposed exercise of any of the said powers.

©)

Notwithstanding the provisions of s@lection (), the official

liquidator shall perform such other duties as the Court may specify in this behalf.

338.

Liguidator to keep books containing proceedings of meetings

The official liquidator of a company which is being wound up by the Court shall,
in order to reflect a correct and fair view of” the administration of the coniany
affairs, maintain propdryooks of accounts and also keep the following books

(@)

(b)

(c)

339.

(@)

(b)

register showing the dates at which notices were issued to the
creditors and contributories;

minutes book of all proceedings and resolutions passed at any
meeting of the contributories or the credstor

register containing particulars of all transactions and negotiations
made by him in relation to the winding up of the company and the
connected matters.

Liguidator &s accountd (1) The official liquidator shall,
maintain proper and regular baokf accounts including accounts
of receipts and payments made by him in such form and manner as

may be prescribed;

at the end ofone hundred and eighty days from the date of
winding up order, prepare a report consisting of account of his
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receipts and pagents and dealings as liquidator, together with such
further information as may be prescribed, which shall be subjected
to a limited scope review by the compénguditor;

(c) present to theCourtand file with the registrar a certified copy of
such accountsvithin thirty days from the close of half year. Such
copies shall be open to the inspection of any person on payment of
prescribed fee;

(d) where the winding up is not concluded within one year from the
date of winding up order, withigixty days after theclose of each
year, prepare a statement of financial position and the receipt and
payment accounts, get it audited by the comf@mayditor and lay
before the contributories in the general meeting in the same manner
as the annual accounts of a company lai@ before the annual
general meeting, in terms of section 223 of this Act.

(2) The account and information as aforesaid shall be in the prescribed
form, shall be made in duplicate, and shall be verified by a declaration in the
prescribed form.

(3) When the account and the books and papers have been audited, one
copy thereof alongwith the auditerreport shall be filed and kept by tGeurt,
and the other copy alongwith the auditoreport shall be delivered to the
registrar for filing; and each cgpshall be open to the inspection of any person
on payment of prescribed fee.

(4) The official liquidator shall cause a copy of the account to be sent
by post to every creditor and contributory:

(a) within thirty days in case of half yearly accounts, nefdrin clause
(b) of subsection (1); and

(b) at least fifty days before the date of general meeting in case of
clause (d) of sulsection (1).

(5) Theconcerned Ministein-Charge of the Federal Governmemty,
by natification in the official Gazette reige that the accounts and information
referred to in sutsection (1) shall be furnished to an officer to be designated by
it for the purpose and that such officer shall cause the accounts to be audited,;
and, upon the publication of such notification, refere tofiCourd in the
preceding provisions of this section shall be construed as a reference to such
officer.
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340. Exercise and control of liquidatoré powersd (1) Subject to the
provisions of this Act, the official liquidator of a company which is geiround
up by the Court shall, in the administration of the assets of the company and in
the distribution thereof among its creditors, have regard to any directions that
may be given by resolution of the creditors or contributories at any general
meeting.

(2) The official liquidator may summon general meetings of the
creditors or contributories for the purpose of ascertaining their wishes, and it
shall be his duty to summon meetings at such times as the creditors or
contributories, by resolution, may dat, or whenever requested in writing to do
so by onetenth in value of the creditors or contributories, as the case may be.

(3) Subject to the provisions of this Act, the official liquidator shall use
his own discretion in the administration of the és%d the company and in the
distribution thereof among the creditors.

(4) If any person is aggrieved by any act or decision of the official
liquidator, that person may apply to the Court, and the Court may confirm,
reverse or modify the act or decisioamplained of, and make such order as it
thinks just in the circumstances.

341. Distribution by official liquidator .8 Subject to any directions
given by the Court, the official liquidator shall, within thirty days of the coming
into his hands of funds fficient to distribute among the creditors or
contributories after providing for expenses of the winding up or for other
preferential payments as provided in this Act, distribute in accordance with the
provisions of this Act:

Provided that in case of egany licenced under section 42 of this Act, if
on a winding up, there remains after the satisfaction of all debts and liabilities,
any assets, those shall be transferred to another company licenced under section
42 of this Act, preferably having similar adentical objects to those of the
company in the manner agy be specifiedand subject to such conditions as the
Court may impose:

Provided further that such portion of the funds as may be required for
meeting any claim against the company which maysbbjudiceor subject
matter of adjudication or assessment shall not be distributed till the claim is
finally settled:

Provided also that any amounts retained as aforesaid shall be invested by
the official liquidator in Special Saving Certificates atiee same shall be
deposited by him with the Court and the distribution thereof shall be made by
him after the pending claims are settled:
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Provided also that in case of company licenced under section 42, if any
of the assets is not transferred in the mammevided in first proviso due to any
reason, all such assets shall be sold and proceeds thereof credited to the Investor
Education and Awareness Fund formed under section 245.

342. Dissolution of companyd (1) When the affairs of a company have
been comletely wound up, or when the Court is of the opinion that the official
liquidator cannot proceed with the winding up of the company for want of funds
and assets or any other reason whatsoever and it is just and reasonable in the
circumstances of the caffeat an order of dissolution of the company be made,
the Court shall make an order that the company be dissolved from the date of the
order, and the company shall be dissolved accordingly:

Provided that such dissolution of the company shall not extingursl
right of, or debt due to the company against or from any person.

(2) A copy of the order shall, within fifteen days of the making thereof,
be forwarded by the official liquidator to the registrar, who shall make in his
books a minute of the disstion of the company and shall publish a notice in the
official Gazette that the company is dissolved.

(3) If the official liquidator makes default in complying with the
requirements of this section, he shall be liable to a daily penalty of level 1 on the
standard scale.

343. Saving of other proceeding® Any powers conferred on the
Court by this Act shall be in addition to, and not in derogation of, any existing
power of instituting proceedings against any contributory or debtor of the
company, or the ¢égte of any contributory or debtor, for the recovery of any call
or other sums.

ENFORCEMENT OF ORDERS

344. Power to enforce ordersd All orders made by a Court under this
Act may be enforced in the same manner in which decrees of such Court made in
any slit may be enforced.

345. Order made by any Court to be enforced by other Courts.Any
order made by a Court for, or in the course of, winding up of a company shall be
enforceable in any place in Pakistan, and in the same manner in all respects as in
such order had been made by a Court having jurisdiction in respect of that
company or a Court to whom the Court refers the order for enforcement.

346. Mode of Dealing with Orders to be enforced by other Courts.
Where any order made by one Court is to beoreed by another Court, a
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certified copy of the order so made shall be produced to the proper officer of the
Court required to enforce the same, and the production of such certified copy
shall be sufficient evidence of such order having been made; ardipberthe

last mentioned Court shall take the requisite steps in the matter for enforcing the
order, in the same manner as if it were the order of the Court enforcing the same.

347. Circumstances in which company may be wound up
voluntarily. 8 A company mg be wound up voluntarity

(a) if the company in general meeting passes a resolution requiring the
company to be wound up voluntarily as a result of the expiry of the
period for its duration, if any, fixed by its articles or on the
occurrence of any event iespect of which the articles provide that
the company should be dissolved; or

(b) if the company passes a special resolution that the company be
wound up voluntarily;

and, in the subsequent provisions of this Part, the expre&siseplution for
voluntary winding upo means a resolution passed under clause (a) or clause (b).

348. Commencement of voluntary winding up- A voluntary winding
up shall be deemed to commence at the time of the passing of the resolution for
voluntary winding up.

349. Effect of voluntary winding up on status of companyd In the
case of voluntary winding up, the company shall, from the commencement of the
winding up, cease to carry on its business, except so far as may be required for
the beneficial winding up thereof:

Provided thathe corporate state and corporate powers of the company
shall, notwithstanding anything to the contrary in its articles, continue until it is
dissolved.

350. Notice of resolution to wind up voluntarily.- (1) Notice of any
resolution for winding up a comapy voluntarily shall be given by the company
within ten days of the passing of the same by advertisement in a newspaper
English and Urdu languagesat leastin oneissueeachof a daily newspapeof
respectivdanguagehaving wide circulationand a copythereof shall be sent to
the registrar immediately thereafter.

(2) Any contravention or default in complying with requirement of this
section shall be an offence liable to a daily penalty of level 1 on the standard
scale.
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(3) For the purpose of thisection, a liquidator of a company shall be
deemed to be an officer of the company.

351. Declaration of solvency in case of proposal to wind up
voluntarily. 8 (1) Where it is proposed to wind up a company voluntarily, its
directors, or in case the compahngs more than three directors, the majority of
the directors, including the chief executive, may, at a meeting of the board make
a declaration verified by an affidavit to the effect that they have made a full
inquiry into the affairs of the company, andat having done so, they have
formed the opinion that the company has no debts, or that it will be able to pay
all its debts in full from the proceeds of assets within such period not exceeding
one yearfrom the commencement of the winding up, as may keied in the
declaration.

(2) A declaration made as aforesaid shall have no effect for the
purposes of this Act, unle$s

(a) it is made within the five weeks immediately preceding the date of
the passing of the resolution for winding up the company and i
delivered to the registrar foegistration before that date;

(b) it contains a declaration that the company is not being wound up to
defraud any person or persons; and

(c) it is accompanied by a copy of the report of the auditors of the
company, prepared, sdar as the circumstances admit, in
accordance with the provisions of this Act, on #dtatement of
financial positionand profit and loss account of the company for
the period commencing from the date up to which the last such
accounts were prepared anddieg with the latest practicable date
immediately before the making of the declaration.

(3) Where the company is wound up in pursuance of a resolution
passed within the period of five weeks after the making of the declaration, but its
debts are not paidr provided for in full within the period specified in the
declaration; it shall be presumed, until the contrary is shown, that the director did
not have reasonable grounds for his opinion.

(4) Any director of a company making a declaration undergédion
without having reasonable grounds for the opinion that the company will be able
to pay its debts in full from the proceeds of assets within the period specified in
the declaration shall be liable to penalty of level 3 on the standard scale.

352. Distinction between members and creditors voluntary winding
up.d0 A winding up in the case of which a declaration under section 351 has been
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made is anemberévoluntary winding upand a winding up in the case of which
such a declaration has not been madecreditor®voluntary winding up

353. Appointment of liquidator.d (1) In a membes voluntary
winding up, the company in general meeting shall appoint one or more
liquidators, whose written consent to act as such has been obtained in advance,
for the purpose of winding up the compénwgffairs and distributing its assets.

(2) On the appointment of a liquidator all the powers of the board shall
cease, except for the purpose of giving notice of resolution to wind up the
company and appointment dfjliidator and filing of consent of liquidator in
pursuance of sections 351 and 363 or in so far as the company in general
meeting, or the liquidator sanctions the continuance thereof.

(3) The liguidator shall subject to the specified limits be entitied t
such remuneration by way of percentage of the amount realised by him by
disposal of assets or otherwise, as the company in general meeting may fix
having regard to the nature of the work doeeperience, qualification of such
liquidator and size of theompany:

Provided that different percentage rates may be fixed for different types
of assets and items.

(4) In addition to the remuneration payable under-sedtion (3), the
company in general meeting may authorise payment of a monthly allowance to
the liquidator for meeting the expenses of the winding up for a period not
exceedingne yearfrom the date of the commencement of winding up.

(5) The remuneration fixed as aforesaid shall not be enhanced
subsequently but may be reduced by the Courtyatiane.

(6) If the liquidator resigns, is removed from office or otherwise ceases
to hold office before conclusion of winding up, he shall not be entitled to any
remuneration and remuneration already received by him, if any, shall be refunded
by him tothe company.

(7) The liguidator shall not resign or quit his office as liquidator before
conclusion of the winding up proceedings except for reasons of personal
disability to the satisfaction of the members and also be removed by a resolution
in generaimeeting.

(8) No remuneration shall be payable to liquidator who fails to
complete the winding up proceedings within the prescribed period.
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354. Power to fill vacancy in office of liquidator- (1) If a vacancy
occurs by death, resignation or otherwiséhe office of any liquidator appointed
by the company, the company in general meeting may fill the vacancy by
appointing a person who has given his written consent to act as liquidator.

(2) For that purpose a general meeting shall be convened kyuthe
going liquidator before he ceases to act as liquidator except where the vacancy
occurs by death, or where there were more liquidators than one, by the
continuing liguidator, and failing that may be convened by any contributory, or
by the Commission othe application of any person interested in the winding up
of the company.

(3) The meeting shall be held in the manner provided by this Act or in
such manner as may, on application by any contributory or by the continuing
liquidator, or any person intested in the winding up be determined by the
Commission.

(4) If default is made in complying with the provisions of this section,
every person, including the outgoing liquidator, who is in default, shall be liable
to a daily penalty of level 1 on theagtdard scale.

355. Notice by liquidator of his appointmentd (1) The liquidator
shall, within ten days after his appointment, file with the registrar for registration
a notice of his appointment in the specified form.

(2) If the liquidator fails © comply with this section, he shall be liable
to a daily penalty of level 1 on the standard scale.

356. Power of liquidator to accept shares as consideration for sale of
property of companyd (1) Wher®

(&) a company (in this section called tliFansferorcompany) is
proposed to be, or is in the course of being, wound up altogether
voluntarily; and

(b) the whole or a part of its business or property is proposed to be
transferred or sold to another body corporate, whether a company
within the meaning of this ¢t or not (in this section calleidhe
transferee company,

the liquidator of the transferor company may, with the sanction of a special
resolution of that company conferring on the liquidator either a general authority
or an authority in respect of apgrticular arrangemedit
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(i) receive, by way of compensation or part compensation for the
transfer or sale, shares, policies, or other like interests in the
transferee company, for distribution among the members of the
transferor company; or

(i) enter into any dter arrangement whereby the members of the
transferor company may, in lieu of receiving cash, shares, policies,
or other like interests or in addition thereto, participate in the profits
of, or receive any other benefit from, the transferee company.

(2) Any sale or arrangement in pursuance of this section shall be
binding on the members of the transferor company.

(3) If any member of the transferor company who did not vote in
favour of the special resolution expresses his dissent therefrom in writing
addressed to the liquidator and left at the registered office of the company within
seven days after the passing of the special resolution, he may require the
liquidator either

(a) to abstain from carrying the resolution into effect; or

(b) to purchase his intest at a price to be determined by agreement or
by arbitration in the manner hereafter provided.

(4) If the liquidator elects to purchase the mendbeinterest, the
purchase money shall be paid before the company is dissolved, and be raised by
the liquidator in such manner as may be determined by special resolution.

(5) A special resolution shall not be invalid for the purpose of this
section by reason only that it is passed before or concurrently with a resolution
for voluntary winding up or for appdimg liquidators; but if an order is made
within a year for winding up the company by or subject to the supervision of the
Court, the special resolution shall not be valid unless it is sanctioned by the
Court.

(6) The provisions of the Arbitration Act920 (X of 1940), other than
those restricting the application of this Act in respect of the subjatter of the
arbitration, shall apply to all arbitrations in pursuance of this section.

357. Duty of liquidator where company turns out to be insolvent
(1) Where the liquidator is of the opinion that the company will be unable to pay
its debts in full within the period stated in the diredbalsclaration under section
351, he shall forthwith summon a meeting of the creditors and shall lay before
the meéing a statement of the assets and liabilities of the company and such
other particulars as may be specified.
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(2) Where suksection (1) becomes applicable, the creditors may in
their meeting held as aforesaid decide to continue with the existing liqumato
appoint a different person as liquidator who has consented to act as such and in
that case the person so appointed shall be the liquidator.

(3) In the case of a different person being nominated, any director,
member of the company may, within fifteelays after the date on which the
nomination was made by the creditors, apply toGbartfor an order eith€y

(a) directing that the person nominated as liquidator by the company
shall be liquidator instead of or jointly with the person nominated
by the ceditors, or

(b) appointing some other person to be liquidator instead of the person
nominated by the creditors.

(4) A return of convening the creditors meeting as aforesaid along with
a copy of the notice thereof and a statement of assets and liabilitid® of
company and the minutes of the meeting shall be filed with the registrar within
ten days of the date of the meeting.

(5) If the liquidator fails to comply with any of the requirements of this
section, he shall be liable to a penalty of level 1 enstandard scale.

358. Duty of liquidator to call general meetings- (1) The liquidator
shald

(@) summon and hold annual general meeting of the company within a
period of sixty days from the close of first year after the
commencement of winding up, in theammer provided under
section 132

(b) lay before the meeting audited accounts consisting of statement of
financial position and the receipt and payment accounts, auditors
report and the liquidat® report on the acts, dealings and the
conduct of the compais winding up during the preceding period
from the date of winding up; and

(c) forward by post to every contributory a copy of the accounts and
the reports, as referred to in clause (b).

(2) A return of convening of each general meeting together withpgt
of the notice, accounts and the reports as aforesaid, the list of contributories as on
the date of the meeting and the minutes of the meeting shall be filed by the
liquidator with the registrar within fifteen days of the date of the meeting.



416 THE GAZETTE OF PAKISTAN, EXTRA., MAY 31, 2017 [PART I

(3) If the liquidator fails to comply with this section, he shall be liable,
in respect of each failure, to a penalty of level 1 on the standard scale.

359. Final meeting and dissolution- (1) As soon as the affairs of a
company are fully wound up, the liquidashalt

(a) preparefinal accounts of the company, get the same audited; and
also prepara report of the winding up, showing that the property
and assets of the company have been disposed of and its debts fully
dischargedind such other particulars; as nispecified; and

(b) call a general meeting of the company for the purpose of laying the
report and accounts before it, and giving any explanation therefor.

(2) A copy of the report and accounts ttdgr with a copy of the
auditos report and notice of eeting shall be sent by post or courier or through
electronic mode to each contributory of the company at least tweetydays
before the meeting required to be held under this section.

(3) The notice of the meeting specifying the time, place and bbfec
the meeting shall also be published at least twengydays before the date of the
meeting in the manner specified in section 350.

(4) Within one week after the meeting, the liquidator shall file with the
registrar his final report in the specifiéatm.

(5) If a quorum is not present at the meeting, the liquidator shall in lieu
of the return referred to in stdection (4), make a return that the meeting was
duly summoned and that no quorum was present thereat, and upon such a return
being made whin one week after the date fixed for the meeting along with a
copy of his report and account in the specified manner, the provision -of sub
section (4) as to the making of the return shall be deemed to have been complied
with.

(6) The registrar, on redgng the report and account and either the
return mentioned in subection (4) or the return mentioned in sdztion (5),
shall, after such scrutiny as he may deem fit, register them, and on the expiration
of ninety days from such registration, the compa shall be deemed to be
dissolved:

Provided that, if on his scrutiny the registrar considers that the affairs of
the company or the liquidation proceedings have been conducted in a manner
prejudicial to its interest or the interests of its creditoid members or that any
actionable irregularity has been committed, he may take action in accordance
with the provisions of this Act:
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Provided further that the Court may on the application of the liquidator
or of any other person who appears to the Caubtet interested, make an order
deferring the date at which the dissolution of the company is to take effect, for
such time as the Court thinks fit.

(7) It shall be the duty of the person on whose application an order of
the Court under the foregoing piso is made, within fourteen days after the
making of the order, to deliver to the registrar a certified copy of the order for
registration, and, if that person fails so to do, he shall be liable to a daily penalty
of level 1 on the standard scale.

(8) If the liquidator fails to comply with any requirements of this
section, he shall be liable to a penalty of level 1 on the standard scale.

360. Alternative provisions as to annual and final meetings in case of
insolvencyd Where section 357 has effecgéctions 368 and 369 shall apply to
the winding up, to the exclusion of sections 358 and 359 the iwinding up
were creditor8voluntay winding up and not a membéroluntary winding up:

Provided that the liquidator shall not be required to summueeting of
creditors under section 368 at the end of the first year from the commencement of
the winding up, unless the meeting held under section 362 has been held more
thanninety daysbefore the end of the year.

PROVISIONS APPLICABLE TO CREDITORS 6
VOLUNTARY WINDING UP

361. Provisions applicable to creditor$ voluntary winding up.d The
provisions contained in sections 355 to 369, both inclusive, apyaly in relation
to creditorévoluntary winding up.

362. Meeting of creditorsd (1) The company shia

(8) cause a meeting of its creditors to be summoned for a day not later
than the fourteenth day after the day on which there is to be held the
company meeting at which the resolution for voluntary winding up
is to be proposed;

(b) cause the notices of theeditordmeeting to be sent by post to the
creditors not less than seven days before the day on which that
meeting is to be held; and

(c) cause notice of the credit@rsneeting to be advertised in a
newspapem EnglishandUrdu languagesit leastin oneissie each
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of respectivdanguagehavingwide circulationand a copy thereof
shall simultaneously be sent to the registrar.

(2) Thedirectors of the company shall

(a) make out a statemenf the position of the compads affairs and
assets and liabilities totieer with a list of the creditors of the
company, details of securities held by them respectively along with
the dates when such securities were held, the estimated amount of
their claims to be laid before the meeting of creditors and such
other informatio as may be specified; and

(b) appoint one of their members to preside at the said meeting.

(3) It shall be the duty of the director appointed to preside at the
meeting of creditors to attend the meeting and preside thereat.

(4) Any contravention or deult in complying with requirements of
this section shall be an offence liable to a penalty of level 1 on the standard scale.

363. Appointment of liquidator. - (1) The creditors and the company at
their respective meetings mentioned in sections 357 andr2§2nominate a
person, who has given his written consent to act as such, to be liquidator for the
purpose of winding up the affairs and distributing the assets of the company.

(2) If the creditors and company nominate different persons, the
persons nommated by the creditors shall be liquidator:

Provided that any director, member or creditor of the company may,
within fifteen days after the date on which the nomination was made by the
creditors, apply to the Court for an order either directing that pieson
nominated as liquidator by the company shall be liquidator instead of or jointly
with the person nominated by the creditors or appointing some other person to be
liquidator instead of the person appointed by the creditors.

(3) If no person is nomated by the creditors, the person, if any,
nominated by the company shall be liquidator.

(4) If no person is nominated by the company, the person, if any,
nominated by the creditors shall be the liquidator.

(5) The liguidator shall not resign or quis office as liquidator before
conclusion of the winding up proceedings except for reasons of personal
disability to the satisfaction of the Court and may also be removed by the Court
for reasons to be recorded.
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(6) Notice of appointment of liquidatosavell as the resolution passed
at a creditor8Smeeting in pursuance of section 362 shall be given by the company
to the registrar, along with the consent of the liquidator to act as such, within ten
days of the passing thereof.

364. Fixing of liquidator& remunerationd (1) The liquidator shall
subject to thespecified limits be entitled to such remuneration by way of
percentage of the amount realised by him by disposal of assets or otherwise, as
the creditors in their meeting or ti@ourtin terms of preiso to suksection (2)
of section 317 as the case may be, may fix having regard to the nature of the
work donegexperience, qualification of such liquidator and size of the company:

Provided that different percentage rates may be fixed for differeas typ
of assets and items.

(2) In addition to the remuneration payable under-sedtion (1), the
creditors in their meeting or the Court may authorise payment of a monthly
allowance to the liquidator for meeting the expenses of the winding up for a
period not exceedingne yearfrom the date of the commencement of winding

up.

(3) The remuneration fixed as aforesaid shall not be enhanced
subsequently but may be reduced by the Court at any time.

(4) If the liquidator resigns, is removed from office oratlise ceases
to hold office before conclusion of winding up, he shall not be entitled to any
remuneration and the remuneration already received by him, if any, shall be
refunded by him to the company.

365. Cessation of boardé powersd On the appointmentof a
liquidator, all the powers of the board, chief executive and other officers shall
cease, except for the purpose of giving notice of resolution to wind up and
appointment of the liquidator and filing of consent of the liquidator as required
under thisAct, the creditors, in general meeting may sanction the continuance
thereof.

366. Power to fill vacancy in office of liquidator.d If a vacancy
occurs, by death, resignation or otherwise, in the office of a liquidator, other than
a liquidator appointed bgr by the direction of, the Court, the creditors in their
meeting may fill the vacancy by appointing a person who has given his written
consent to act as liquidator, and for this purpose the provisions of section 354
shallmutatis mutandiapply.

367. Application of section 356 to a creditors voluntary winding
up.d0 The provisions of section 356 shall apply in the case of a creditors
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voluntary windng up as in the case of meméewoluntary winding up with the
modification that the powers of the liquidatonder the said section shall not be
exercised except with the sanction of the Court.

368. Duty of liquidator to call meeting of company and of
creditors.- (1) The liquidator shall

(&) summon and hold annual general meeting of the company and a
meeting ofthe creditors within a period dfixty days from the
close of its financial year in the manner provided under section 132;

(b) lay before the meetings mentioned in clause (a), audited accounts
consisting of statement of financial position and the receipt and
payment accounts, auditéreport and the liquidaté report on the
acts, dealings and the conduct of the comfmmynding up during
the preceding period from the date of winding up; and

(c) forward by post to every contributory a copy of the accounts and
the reports, as referred to in clause (b).

(2) A return of convening of each general meeting together with a copy
of the notice, accounts and the reports as aforesaid, the list of contributories as on
the date of the meeting and the minutes of the mgethall be filed by the
liquidator with the registrar within fifteen days of the date of the meeting.

(3) If the liquidator fails to comply with this section, he shall be liable
to a penalty of level 1 on the standard scale.

369. Final meeting and dssolution- (1) As soon as the affairs of a
company are fully wound up, thiguidator shal

(@) preparefinal accounts of the company, get the same audited; and
also prepara report of the winding up, showing that the property
and assets of the company hé&een disposed of and its debts fully
dischargednd such other particulars; as mayspecified;

(b) summon and hold general meeting of the company and a meeting of
the creditors within geriod of sixty days from the close of its
financial year in the marem provided under section 132; and

(c) lay before the meetings mentioned in clause (a), audited accounts
consisting ofstatement of financial positioand the receipt and
payment accounts, auditéreport and the liquidat& report on the
acts, dealings anithe conduct of the compai@sywinding up during
the preceding period from the date of winding up.
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(2) A copy of the report and accounts together with a copy of the
auditoGs report and notice of meeting shall be sent by post or courier or through
electranic mode to each contributory of the company at least twamtydays
before the meeting required to be held under this section.

(3) The notice of the meeting specifying the time, place and object of
the meeting shall also be published at least twengydays before the date of the
meeting in the manner specified in section 350.

(4) Within one week after the meeting, the liquidator shall file with the
registrar his final report in the specified form.

(5) If a quorum (which for the purpose of thiecion shall be two
persons) is not present at either of such meetings, the liquidator shall in lieu of
the return referred to in stdection (4), make a return that the meeting was duly
summoned and that no quorum was present thereat, and upon such beigig
made within one week after the date fixed for the meeting along with a copy of
his report and account in the specified manner, the provision afesition (4) as
to the making of the return shall be deemed to have been complied with.

(6) The rayistrar, on receiving the report and account and either the
return mentioned in subection (4) or the return mentioned in sdztion (5),
shall, after such scrutiny as he may deem fit, register them, and on the expiration
of ninety days from such registation, the company shall be deemed to be
dissolved:

Provided that, if on his scrutiny the registrar considers that the affairs of
the company or the liquidation proceedings have been conducted in a manner
prejudicial to its interest or the interestsitsfcreditors and members or that any
actionable irregularity has been committed, he may take action in accordance
with the provisions of this Act:

Provided further that the Court may on the application of the liquidator
or of any other person who appedo the Court to be interested, make an order
deferring the date at which the dissolution of the company is to take effect, for
such time as the Court thinks fit.

(7) It shall be the duty of the person on whose application an order of
the Court undethe foregoing proviso is made, within fourteen days after the
making of the order, to deliver to the registrar a certified copy of the order for
registration, and, if that person fails so to do, he shall be liable to a daily penalty
of level 1 on the staradd scale.

(8) If the liquidator fails to comply with any requirements of this
section, he shall be liable to a penalty of level 1 on the standard scale.
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PROVISIONS APPLICABLE TO EVERY VOLUNTARY WINDING UP

370. Distribution of property of company.d Sulject to the provisions
of this Act as to preferential payments, the property of a company shall, on its
winding up, be applied in satisfaction of its liabilitieari passuand, subject to
such application shall, unless the articles otherwise providesbédted among
the members according to their rights and interests in the company.

371. Application of sections 320 and 321 to voluntary winding up.
The provisions of sections 320 and 321 shall, so far as may be, apply to every
voluntary winding up ashey apply to winding up by the Court except that
references ®

(a) ftheCourd shall be omitted;

(b) the fofficial liquidatod or the fiprovisional manager shall be
construed as references to the liquidator; and

(c) the firelevant date shall be construed as redece to the date of
commencement of the winding up; and

the report referred to in section 321 shall be submitted to the registrar
instead of the Court.

372. Powers and duties of liquidator in voluntary winding up- (1)
The liquidator may

(@) in the case foa member@voluntary winding up, with the sanction
of a special resolution of the company, and, in the case of a
creditor® voluntary winding up, of a meeting of the creditors,
exercise any of the powers given by sdution (1) of section 337
to a liqudator in a winding up by the Court;

(b) without the sanction referred to in clause (a), exercise any of the
other powers given by this Act to the liquidator in a winding up by
the Court;

(c) exercise the power of the Court under this Act of settling a list of
contributories, which shall bprima facieevidence of the liabilities
of the persons named therein to be contributories;

(d) exercise the powers of the Court of making calls;

(e) summon general meeting of the company and creditors for the
purpose of obtaining theanction of the company by special
resolution or for any other purpose he may think fit.
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(2) The exercise by the liquidator of the powers given by clause (a) of
sub section (1) shall be subject to the control of the Court; and any creditor or
contributoy may apply to the Court with respect to any exercise or proposed
exercise of any of the power conferred by this section.

(3) The liquidator shall pay the debts of the company and shall adjust
the rights of the contributories among themselves.

(4) Theliquidator shall within thirty days of the coming into his hands
of any funds sufficient to distribute among the creditors or contributories after
providing for expenses of the winding up or for other preferential payments as
provided in this Act, distribte in accordance with the provisions of this Act:

Provided that in case of company licenced under section 42 of this Act, if
on a winding up, there remains after the satisfaction of all debts and liabilities,
any assets, those shall be transferred athem company licenced under section
42 of this Act, preferably having similar or identical objects to those of the
company in the manner as may be specified:

Provided further that such portion of the funds as may be required for
meeting any claim againghe company which may bsubjudiceor subject
matter of adjudication or assessment shall not be distributed till the claim is
finally settled:

Provided also that any amounts retained as aforesaid shall be invested by
the official liquidator in Specigbaving Certificates or in such other securities or
instruments as may be specified and the distribution thereof shall be made by him
after the pending claims are settled:

Provided also that in case of company licenced under section 42, if any
of the assis is not transferred in the manner provided in first proviso due to any
reason, all such assets shall be sold and proceeds thereof credited to the Investor
Education and Awareness Fund formed under section 245.

(5) The winding up proceedings shall bemqaleted by the liquidator
within a period of one year from the date of commencement of winding up:

Provided that the Court may, on the application of the liquidator, grant
extension byhirty daysat any time but such extension shall not exceed a period
of one hundred and eighty daysin all and shall be allowed only for the reason
that any proceedings for or against the company are pending in a court and the
Court shall also have the power to require expeditious disposal of such
proceedings as it could der section 337 if the company was being wound up by
the Court.
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(6) If an official liquidator is convicted of misfeasance, or breach of
duty or other lapse or default in relation to winding up proceedings of a
company, he shall cease to be the offid@uidator of the company and shall
also become disqualified, for a period of five years from such conviction, from
being the liquidator of, or to hold any other office including that of a director in
any company and if he already holds any such office Hadl $orthwith be
deemed to have ceased to hold such office.

(7) When several liquidators are appointed, any power given by this
Act may be exercised by such one or more of them as may be determined at the
time, of their appointment, or in default of budetermination, by any two or
more of them.

373. Power of Court to appoint and remove liquidator in voluntary
winding up.d (1) If from any cause whatever, there is no liquidator acting, the
Court may appoint a liquidator in accordance with the provisidrsection 315
who shall have the same powers, as are exercisable by an official liquidator under
subsection (1) of section 337.

(2) The Court may, on cause shown, replace a liquidator on the
application of any creditor or contributory or the registiaa person authorised
by the Commission.

(3) The remuneration to be paid to the liquidator appointed under sub
section (1) or sulsection (2) shall be fixed by the Court subject to the provisions
of section 364.

374. Notice by liquidator of his appointment.d (1) Every liquidator
shall, within fourteen days after his appointment, publish in the official Gazette,
and deliver to the registrar for registration, a notice of his appointment in the
form specified.

(2) If the liquidator fails to comply withthe requirements of sub
section (1), he shall be liable to a daily penalty of level 1 on the standard scale.

375. Arrangement when binding on company and creditors (1)
Any arrangement other than the arrangement referred to in section 356 entered
into baween a company which is about to be, or is in the course of being wound
up and its creditors shall be binding on the company and on the creditors, if it is
sanctioned by a special resolution of the company and acceded to by the creditors
who hold thredourths in value of the total amount due to all the creditors of the
company.



PART 1] THE GAZETTE OF PAKISTAN, EXTRA., MAY 31, 2017 425

(2) Any creditor or contributory may, within twentgne days from the
completion of the arrangement, appeal to the Court against it, and the Court may
thereupon, as it thinks jysamend, vary, confirm or set aside the arrangement.

376 Power to apply to Court to have questions determined or
powers exercised (1) The liquidator or any contributory oreditor may apply
to the Courd

(a) to determine any question arising in thima@ing up of a company;
or

(b) to exercise as respects the enforcing of calls, the staying of
proceedings or any other matter, all or any of the powers which the
Court might exercise if the company were being wound up by the
Court

(2) The liquidator or ay contributory may apply to the Court specified
in subsection (3) for an order setting aside any attachment, distress or execution
put into force against the estate or effects of the company after the
commencement of the winding up.

(3) An applicationunder suksection (2) shall be made

(a) if the attachment, distress or execution is levied or put into force by
a Court, to such Court; and

(b) if the attachment, distress or execution is levied or put into force by
any other court, to the court having juiidttbn to wind up the
company.

(4) The Court, if it is satisfied that the determination of the question or
the required exercise of power or the order applied for will be just and beneficial,
may accede wholly or partially to the application on suamgeand conditions as
it thinks fit, or may make such other orders on the application as it thinks just.

(5) A copy of an order staying the proceedings in the winding up, made
by virtue of this section, shall forthwith be forwarded by the company, or
othewise as may be prescribed, to the registrar, who shall make a minute of the
order in his books relating to the company.

377. Application of liquidator to Court for public examination of
promoters, directors.d0 The liquidator may make a report to the Caateting
that in his opinion a fraud or any other actionable irregularity has been
committed by any person in the promotion or formation of the company or by
any officer of the company in relation to the company since its formation; and the
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Court may, afteconsidering the report, direct that person or officer shall attend
before the Court on a day appointed by it for that purpose, and be publicly
examined as to the promotion or formation or the conduct of the business of the
company, or as to his conduatcadealings as officer thereof, in the manner
provided for such examination in the case of winding up of a company by the
Court.

378. Costs of voluntary winding up.d All costs, charges and expenses
properly incurred in the winding up, including the renmatien of the liquidator,
shall subject to the rights of secured creditors, if any, be payable out of the assets
of the company in priority to all other claims.

379. Saving for right of creditors and contributories.d The voluntary
winding up of a companghall not bar the right of any creditor or contributory to
have it wound up by the Court, but in the case of an application by a
contributory, the Court must be satisfied that the rights of the contributories will
be prejudiced by a voluntary winding up.

380. Power of Court to adopt proceedings of voluntary winding
up.0 Where a company is being wound up voluntarily, and an order is made for
winding up by the Court, the Court may, if it thinks fit by the same or any
subsequent order, provide for the adaptid all or any of the proceedings in the
voluntary winding up.

WINDING UP SUBJECT TO SUPERVISION OF COURT

381. Power to order winding up subject to supervisiomd When a
company has passed a resolution for voluntary winding up, the Court may of its
own motion or on the application of any person entitled to apply to the Court for
winding up a company, make an order that the voluntary winding up shall
continue, but subject to such supervision of the Court, and with such liberty for
creditors, contributoeis or others to apply to the Court, and generally on such
terms and conditions, as the Court thinks just.

382. Effect of petition for winding up subject to supervisiond A
petition for the continuance of a voluntary winding up subject to the supervision
of the Court shall, for the purpose of giving jurisdiction to the Court over suits
and another legal proceedings, be deemed to be a petition for winding up by the
Court.

383. Court may have regard to the wishes of creditors and
contributories.d The Court nay, in deciding between a winding up by the Court
and a winding up subject to supervision, in the appointment of liquidators, and in
all other matters relating to the winding up subject to supervision, have regard to
the wishes of the creditors or contribies as proved to it by any sufficient
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evidence, but subject to the provisions which would have been applicable had the
company been wound up by the Court.

384. Power to replace liquidator.d Where an order is made for
winding up subject to supervisiothe Court may on an application by any
creditor or contributory or the registrar or a person authorised by the Commission
in this behalf, replace the liquidator who shall have the same powers, be subject
to the same obligations and in all respects statideirsame position as if he had
been appointed by the company.

385. Effects of supervision orderd (1) Where an order is made for a
winding up subject to supervision, the liquidator may, subject to any restriction
imposed by the Court, exercise all hi®wers, without the sanction or
intervention of the Court, in the same manner as if the company were being
wound up altogether voluntarily.

(2) Except as provided in stdection (1), and save for the purposes of
section 327 an order made by the Court fowinding up subject to the
supervision of the Court shall for all purposes including the staying of suits and
other proceedings, be deemed to be an order of the Court for winding up the
company by the Court, and shall confer full authority on the Courtake call
or to enforce calls made by the liquidator, and to exercise all other powers which
it might have exercised if an order had been made for winding up the company
altogether by the Court.

(3) In the construction of the provisions whereby the I€Cois
empowered to direct any act or thing to be done to or in favour of the official
liquidator, the expressiofofficial liquidator 6 shall be deemed to mean the
liquidator conducting the winding up subject to the supervision of the Court.

(4) Unless therwise directed by the Court, an order for winding up
subject to supervision shall not in any way affect the duties, obligations and
liabilities of the liquidator as provided for in respect of voluntary winding up.

386. Appointment of voluntary liquidator as official liquidator in
certain case®d Where an order has been made for the winding up of a company
subject to supervision, and an order is afterwards made for winding up by the
Court, the Court shall by the last mentioned order, appoint the vogtuntar
liquidator, either provisionally or permanently, and either with or without the
addition of any other person, to be official liquidator in the winding up by the
Court.

387. Status of companies being wound up A company being wound
up shall continue tdoe a company for all purposes till its final dissolution in
accordance with the provisions of this Act and, unless otherwise specified, all
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provisions and requirements of this Act relating to companies shall continue to
applymutatis mutandig the case focompanies being wound up:

Provided that, from the date of commencement of the winding up of a
company, the official liquidator or the liquidator shall be deemed to have taken
the place of the board and chief executive of the company, as the case may be

PROOF AND RANKING OF CLAIMS

388. Debts of all description to be proved In every winding up
(subject, in the case of insolvent companies, to the application in accordance with
the provisions of this Act or the law of insolvency) all debts payablea on
contingency, and all claims against the company, present or future, certain or
contingent, ascertained or sounding only in damages, shall be admissible to proof
against the company, a just estimate being made, so far as possible, of the value
of such dets or claims as may be subject to any contingency, or may sound only
in damages, or for some other reason do not bear a certain value.

389. Application of insolvency rules in winding up of insolvent
companiesd In the winding up of an insolvent comparhetsame rules shall
prevail and be observed with regard to the respective rights of secured and
unsecured creditors and to debts provable and to the valuation of annuities and
future and contingent liabilities as are in force for the time being undeavthef|
insolvency with respect to the estates of persons adjudged insolvent; and all
persons who in any such case will be entitled to prove for and receive dividend
out of the assets of the company may come in under the winding up, and make
such claims agast the company as they respectively are entitled to by virtue of
this section.

390. Preferential payments- (1) In a winding up, there shall be paid
priority to all other debts

(@) all revenues, taxes, cesses and rates due from the company to the
Federd Government or a Provincial Government or to a local
authority at the relevant date and having become due and payable
within theone yearnext before that date grari passubasis;

(b) all wages or salary (including wages payable for time or piece work
and slary earned wholly or in part by way of commission) of any
employee in respect of services rendered to the company;

(c) all accrued holiday remuneration becoming payable to any
employee or in the case of his death to any other person in his right,
on the temination of his employment before, or by the winding up
order, or, as the case may be, the dissolution of the company;
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(d) unless the company is being wound up voluntarily merely for the
purposes of reconstruction or of amalgamation with another
company, allamounts due, in respect of contributions towards
insurance payable during ttene year next before the relevant
date, by the company as employer of any persons, under any other
law for the time being in force;

(e) unless the company has, at the commencewfetiite winding up,
under such a contract with insurers as is mentioned in section 14 of
the Workmeids Compensation Act, 1923 (VIII of 1923), rights
capable of being transferred to and vested in the workman, all
amounts due in respect of any compensationliability for
compensation under the said Act in respect of the death or
disablement of any employee of the company:

Provided that where any compensation under the said Act is a
weekly payment, the amount payable under this clause shall be
taken to bethe amount of the lump sum for which such weekly
payment could, if redeemable, be redeemed, if the employer made
for that purpose under the said Act;

() all sums due to any employee from a provident fund, a pension
fund, a gratuity fund or any other fundrfthe welfare of the
employees maintained by the company; and

(g) the expenses of any investigation held in pursuance of sections 256,
257 or 258, in so far as they are payable by the company.

(2) Where any payment has been made
(a) to an employee of a corapy on account of wages or salary; or

(b) to an employee of a company or, in the case of his death, to any
other person in his right, on account of accrued holiday
remuneration,

out of money advanced by some person for that purpose, the person by
whom themoney was advanced shall, in a winding up, have a right of priority in
respect of the money so advanced and paid, up to the amount by which the sum
in respect of which the employee or other person in his right would have been
entitled to priority in the widing up has been diminished by reason of the
payment having been made.

(3) The foregoing debts shall
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(&) rank equally among themselves and be paid in full, unless the assets
are insufficient to meet them, in which case they shall abate in
equal proportionand

(b) so far as the assets of the company available for payment of general
creditors are insufficient to meet them, have priority over the claims
of holders of debentures under any floating charge created by the
company, and be paid accordingly out of angperty comprised in
or subject to that charge.

(4) Subject to the retention of such sums as may be necessary for the
costs and expenses of the winding up, the foregoing debts shall be discharged
forthwith so far as the assets are sufficient to meamntand, in the case of the
debts to which priority is given by clause (d) of @gstion (1), formal proof
thereof shall not be required except in so far as may be otherwise prescribed.

(5) In the event of a landlord or other person distraining orrgavi
distrained on any goods or effects of the company withiiaty daysnext before
the date of winding up order, the debts to which priority is given by this section
shall be a first charge on the goods or effects so distrained on, or the proceeds of
thesale thereof:

Provided that, in respect of any money paid under any such charge, the
landlord or other person shall have the same rights of priority as the person to
whom the payment is made.

(6) For the purposes of this section

(&) any remuneration imespect of a period of holiday or of absence
from work on medical grounds or other good cause shall be deemed
to be wages in respect of services rendered to the company during
that period,;

(b) the expressiofiaccrued holiday remuneratidimcludes, in relabn
to any person, all sums which by virtue either of his contract of
employment or of any enactment (including any order made or
direction given under any enactment), are payable on account of the
remuneration which would, in the ordinary course, haveoinec
payable to him in respect of a period of holiday had his
employment with the company continued until he became entitled
to be allowed the holiday; and

(c) the expressiofithe relevant datemean$






