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Bi

to reform and re-endcl the lav relalingto companies ondfor matlers connecled therev,ith

WHEREAS it is expedient to reform company law with the objective of facilitating
corporatization and promoting development of corporate sector, encouraging use of technology
and electronic means in conduct ofbusiness and regulation thereof, regulating corporale enlities
for protecting interests of shareholders, creditors, other stakeholders and general public,
inculcating principles of good govemance and safeguarding minority interests in corporate
entities and providing an alternate mechanism for expeditious resolution of corporate disputes
and matters arising out ofor connected therewith:

It is hereby enacted as follows:-

PART I

PRELIMINARY

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

(2) lt extends to the whole of Pakistan

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

2. Definitions.-{l) In this Act, unless there is an}.thing repugnant in the subject or
context,-

(1) "advocate" shall have the same meaning as assigned to it in section 2 of the Legal
Prcctitioners and Bar Councils Act, 1973 (XXXV of 1973);

(2) "alter" or "alteration" includes making of additions or omissions wirhout
substituting or destroying main scheme of the document;

(3) "articles" means the articles of association of a company fiamed in accordance
with the company law or this Act;

(4) "associated companies" and "associated undertakings" mean any two or more
companies or undenakings, or a company and an undertaking, interconnected with
eaph other in the following manner, namely:-



(a) if a p:rson who is owner or a panner or director of a company or
undertr*ing, or who, dlrectly-' or indirectly. holds or controls shares
carrying not less than twenq percent ofthe voting power in such company
or und(,rtaking, is also the owner or partner or director ofanother company
or undr:rtaking, or directly or indirectly, holds or controls shares carrying
not less than twenty percent of the voting power in that company or
undertE king; or

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

(c) ifthe urrdertaking is a modaroba managed by the company;

and a person who is the owner ofor a partner or director in a company or undertaking or,
who so holds or contrcls shares carrying not less than ten percent ofthe voting power in a

company or undertakiog, shall be deemed to be an "associated person" of every such

other person and of th,: person who is the owner of or a partner or director in such other
company or undertakilg, or who so holds or controls such shares in such company or
undertaking:

Provided that

(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 ofthe person;

(ii) direct<,rship ofa person or persons by vinue of nomination by concemed
Minister-in-Charge of the Federal Govemment or as the case may be, a

Provincial Govemment or a financial institution directly or indirectly
owned or controlled by such Govemment or National Investment Trust;
or

(iii) directorship ofa person appointed as an "independent director"; or

(iv) shares owned by the National Investment Trust or a financial institution
directly,or indirectly owned or controlled by the Federal Govemment or
a Prov ncial Govemment; or shares registered in the name of a central
depository, where such shares are not beneficially owned by the central
depository;

shall not be taken into |ccount for determining the status of a company, undenaking or
person as an associated ()ompany, associated undenaking or associated person;

(5) "authorised capital" o'"nominal capital" means such capital as is authorised by the
memorandum ofa company to be the maximum amount ofshare capital ofthe company;

(6) "banking company" m,rans a banking company as defined in clause (c) of section 5 of
the Banking Companies Ordinance, 1962 (LVII of 1962);
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(7) "beneficial ownership of shareholders or ollicer of a company" means ownership of
securrties beneficially owned, held or controlled by any cfficer or substantial shareholder
directl) or indirectly, either by-

(a) hrm or her:

(b) the wife or husband ofan oflicer of a company, not being herself or hirnself
aD officer ofthe company;

(c) the minor son or daughter of an officer where "son" includes step-son and
''daughter" includes step-daughter; and "minor" means a person under the age
ofeighteen years;

(d) in case of a company, where such ollicer or substantial shareholder is a

shareholder, but to the extent of his proportionate shareholding in the
company:

Provided that "control" in relation to securities means the power to exercise a

controlling influence over the voting power attached thereto:

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

Explonolion.- Fot the purpose of this Act "substatrtial shareholder", in relation
to a company, means a person who has an interest in shares ofa company-

(a) the nominal value of which is equal to or more than ten per cent ofthe issued share
capital of the companyi or

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

(8) "board", in relation to a company, mears board ofdirectors ofthe company;

(9) "body corporate" or "corporation" includes-

. (a) a company incorporated under this Act or company law; or

(b) a company incorporated outside Pakistan, or

(c) a statutory body declared as body corporate in the relevant sratute,

but does not include-

(i) a co-operative society registered under any law relating to cooperative societies: or

(ii) any other entity, not being a company as defined in this Act or any other law for the
time being inforce, which the concemed Minister-in-Charge of the Federal
Govemment may, by notification, sp€ciry in this behalf;
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(10) "book and paper" and "book or paperl' includes books of account, cost accounting
records, deeds, vouchr rs, writings- documents, minutes and registers maintained on paper

or in electronic form:

(ll) "book ofaccount" includes records maintained in respect of-

(a) all sums of monr:y received and expended by a company and matters in relation to
which the receipts and expenditure take place;

all sales and purchases ofgoods and services by the company:

all assets and liatilities ofthe company; and

(b)

(c)

(d) items of cosl irr respect of production, processing, manufacturing or mrning
activities;

(12) "central depository" i,hall have the same meaning as assigned to it under the Securities
Act, 2015 (lll of20l 5);

(13) "chsrtered accounta[t" shall have the same meaning as assigned to it under the
Chartered Accountants Ordinance, l96l (X of l96l );

(t4) "chief executive", in r,rlation to a company means an individual who, subject to control
and directions ofthe b(ard, is entrusted with whole, or substa[tially whole, ofthe powers

of management of affi irs of the company and includes a director or any other person

occupying the position of a chief executive, by whatever name called, and whether under
a contract ofservice or otherwise;

(15) "chief linarcial oflice,' means an individual appointed to perform such functions and

duties as are customarily performed by a chieffinancial officer;

(16) "Commission" shall hlve the same meaning as assigned to it under the Securities and
Exchange Commission ofPakistan Act, 1997 (XLII of 1997);

( 17) "company" means a conpany formed and registered under this Act or the company law;

(18) "company law" meanr the repealed Companies Act, l9l3 (Vtl of 1913), Companies
Ordinance, 1984(XLVtl of 1984), Companies Ordinance. 2016 (Vl of 2016) and also
includes this Act unlelis the context provides otherwise;

(l()) "company limited by luarantee" means a company having the liability of its members
limited by the memoratdum to such amount as the members may respectively thereby
undenake to contribute r o the assets ofthe company in the event of its being wound up;

(2()) "company limited by shares" means a company; having rhe 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) "company secretary" rleans any individual appointed to perform secretarial and other
duties customarily performed by a company secretary and declared as such, having such
qualifications and expenence, as may be specified;
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(22) "cost and management accou[tant" shall have the same meaning as assigned to it
under the Cost and Management Accountants Act. 1966 (XIV of 1966);

(23) "Court" means a Company Bench ofa High Court having.jurisd iction under this Act:

(24) "debenture" includes debenture stock, bonds, tern'r finance certificate or any other
instrument ofa company evidencing a debt, whether constituting a mortgage or charge on
the assets ofthe company or not;

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

(26) "document" includes any information or data recorded in any legible form or through
use of modern electronic devices or techniques whatsoever, including books and papers,
retums, requisitions, notices, certificates, deeds, forms, registers, prospectus,

communications, financial statements or statement of accounts or rqcords maintained by
financial institutions in respect of its customers;

(27) "e-service" means any service or means provided by the Commission for the lodging or
fi ling of electronic documents;

(28) "electronic document'' includes documents in any electronic form and scanned images
ofphysical documents;

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

(30) "expcrt" includes an engineer, a valuer, an actuary, a chartered accountant or a cost and
management accountanl and any other person who has the power or authority to issue a

certificate in pursuance ofany law for the time being in force or any other person notified
as such by the Commission;

(31) "financial institution" rncludes-

(a) any company whether incorporated within or outside Pakistan which transacts the
business 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 company, investment
bank, venture capital company, financing company, asset management company
and credit or investment institution, corporation or company, and
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(c) any company a[thorised by law to carry on any simrlar business. as the concemed
Minister-in-Charge of the Federal Govemment may by notification in the omcial
Gazefte, speciry;

132) "financial period" ir relation to a company or any other body corporate, means the
period (other than finrncial year) in respect ofwhich any financial statements thereofare
required to be made pursuant to this Act;

{ 33) "financial statementr;" in relation to a company. includes-

(a) a statement offi.rancial position asattheendofthe period:

(b) a statement of p rofit or loss and other comprehensive income or in the case of a

company carrying on. any activity not for profit, an income and expenditure
statement for th( period;

(c)

(d)

(e)

a statement ofctanges in equity for the period;

a statement ofcash flows for the period;

notes, comprisiirg a summary of significant accounting policies and other
explanatory infolmation;

(0 comparative information in respect ofthe preceding period; and

(g) any other statemont as may be prescribed:

(:]4) "financial year" in reiation to a company or any other body corporate, means the period
in respect of which an / financial statemenr 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;

(15) "foreigr compsny" means any company or body corporate incorporated outside
Pakistan. which-

(a) has a place ofbu;iness or liaison office in Pakistan whether by itself or through an
agent, physically or through electronic mode; or

(b) conducts any bus ness activiry in Pakistan in any other manner as may be specified;

(36) "Government" includes Federal Covemment or, as the case may be, Provincial
govemments unless otherwise expressly provided in this Act;

(37) "holding company", neans a company which is another company's holding company if,
but only if, that other c('mpany is its subsidiary;

(38) "listed company" means a public company, body corporate or any other entity whose
securities are listed on securities exchange;

(39) "listed securities" meats securities listed on the securities exchange;
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(40) "memorandum" means the memorandum of association of a company as originally
framed or as altered from time to time in pursuance ofcompany law or of this Act,

(41) "modorabu" and "modoroba compazy" shall haye the same meaning as assigned to it in
the Modaraba Companies and Modaraba (Floatation and Control) Ordinance. 1980
(XXXI ot 1980),

(42) "mortgage 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) "net worth" means the amount by which total assets exceed total liabilities;

(44) "notification" means a notification published in the otlcial Gazette and the expression
"notify" shall be construed accordingly;

(45) "officer" includes any direcror. chief executive, chief financial officer, company
secretary or orher authorised ofTicer ofa company;

(46) "ordinary resolution" means a resolution passed by a simple majority ofsuch members
ofthe 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 meeting;

(47) "postal ballot" means voting by post or through any electronic mode

Provided that voting through postal ballot shall be subject to the provision in the
articles ofassociation of a c.ompany, saye as otherwise provided in this Act;

(48) "prescribed" means prescribed by rules made by the Federal Govemment under this Act;

(49) "private company" means a company which, by its articles-

(a) restricts the right to ftansfer its shares;

(b) liinits the number of its members to fifty not including persons who are in the
employment ofthe 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, they shall, for the purposes ofthis definition, be treated as a single memberl

(50) "promoter" means a person-

(a) who is named as a subscriber to the memorandum ofassociation ofa company; or

(b) who has been named as such in a prospectus; or
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(c) who has contrrl over atfairs of the company, directly or indirectly whether as a
shareholder, di-ector or otherwise; or

(d) in accordance with whose advice. directions or instructions the board of the

company is accustomed to act:

Provided that

(i) nothirg in sub-clause (d) shall apply to a person who is acting merely in a
profe:sional capacity; and

(ii) nothirg contained rn sub-clause (d) shall apply to the Commission.
registrar or any authorised officer by virtue of enforcement or regulation
of thr) provisions of this Act or any rules, regulations. instructions,
direct ons, orders thereof:

(51) "prospectus" shall have the same meaning as assigned to it under the Securities Act,
2015 (III of20l5);

(52) "public company" nreans a company which is not a private company:

(53) "public interest con pany" means a company which falls undqr the criteria as laid down
in the Third Schedulc to this Act or deemed to be such company under section 216;

(54) "public sec(or company" means a company, whetherpu$lic or private, which is directly
or indirectly controlk d, beneficially owned or not less than fifty-one percent ofthe voting
securities or voting power of which are held by the Government or any agency of the
Govemment or a statrtory body, or in respect of which the Govemment or any agency of
the Govemment or a statutory body, has otherwise power to elect, nominate or appoint
majority of its direct:rs and includes a public sector association not for profit, licenced
under section 42:

Provided that nomination of directors by the Commission on the board of the
securities exchange or any other entity or operation of any other law shall not make it a
public sector compan y;

(55) "redeemable capital ' includes sukuk and olher forms of finances obtained on the basis
of participation temr certificate (PTC), musharika certificate, term finance certificate
(TFC) or any other security or obligation not based on interest, representing an
instrument or a certilicate of specified denomination, called the face value or nominal
value, evid'encing invlstment ofthe holder in the capital ofthe company other than share
capital, on terms anc conditions of the agreqment for the issue of such instrument or
certificate or such otter certificate or instrument as the concemed Minister-in-Charge of
th6 Federal Governnent may. by notification in the official Gazene, specif, foi the
purpose;

E\planalion.- "szkak" represents redeemable investment in certificates of equal
nominal value reprer;enting undivided shares in ownership of tangible assets of a
particular project or slrecific investment actiVity, usufruct and services:
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(56) "register of companies" means the register of companies maintained by the registrar on
paper or in any electronic form under this Act;

(57) "registrar" means registrar, an additional registrar, an additional joint registrar. a joint
registrar, a depury registrar, an assistant registrar or such other officer as may be
designated by the Commission, performing duties and functions under this Act;

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

(59) "rules" means rules made by the Federal Coyemment under this Act;

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

(61) "securities" include the securities as provided in sub-clauses (a) to (i) of clause (lii) of
section 2 of the Securities Act, 201 5 (lU of 2015) whether listed or not:

(62) "securities exchangc" means a public company licenced by the Commission as a

securities exchange under the Securities Act, 2015 (lll of20l5);

(63) "share" means a share inthe share capital ofa company;

(64) "Shariah compliant company" means a company which is conducting its business
according to the prin ciples of Shariah;

(65) "single membcr company" means a company which has only one member;

(66) "special rcsolution" means a resolution which has been passed by a majority of not less

than three-fourths 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 twenty-one days' notice speciling the intention to propose the resolution as a

special resolution has been duly given:

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

(67) "specified" means specified through regulations made under this Act;

(6E) "subsidiary company" or "subsidiary", in relation to any other company (that is to say

the holding company), means a company in which the holding company

(a) controls the composition ofthe board; or

(b) exercises or controls more than one-halfof its voting securities either by itself or
together with one or more of its subsidiary companies:

Provided that such class or classes of holding companies shall not have layers of
subsidiaries beyond such numbers. as may be notified,
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Explonalion.-Fot the purposes ofthis clause-

(i) a compan) shall be deemed to be a subsidiary company of the holding
company even ifthe control referred to in sub-clause (a) or sub-clause (b) is of
another sut,sidiary company ofthe holding company;

(ii) the compor;ition of a company's board shall be deemed to be controlled by
another cornpany ifthat other company by exercise of power exercisable by it
at its discretion can appoint or remove all or a majority ofthe directors;

(iii) the expression "company" includes any body corporate;

(iv) "layer" in relation to a holding company means its subsidiary or subsidiaries;

(69) "Table" means Table n a Schedule to this Act;

(.70) "turnover" means th,) aggreBate value of sale, supply or distribution of goods or on
. account of services rr:ndered, or both, net of discounts, if any, held by the company

during a financial year:

('/1) "unlimited company'means a company not having any iirit on the liability of its
membe rs:

(?2) "valuer" means a valuer registered with the Commission;

('73) "voting righf" means the right of a member of a company to vote on any matter in a
meeting ofthe comparry either present in person or through videoJink or by proxy or by
means of postal ballot:

Provided that rrftending of meeting through video-link shall be subject to such

facility ananged by the compziny and in the manner as may be specified, save as

otherwise provided in r his Act; and

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

(2) The words and e:rpressions used and not defined in rhis Act bur defined in the
Securities Act, 2015 (lll of 2{tl5) or the Securities and Exchange Commission of Pakistan Act,
1997(XLII of 1997) or the Central Depositories Act. 1997 (XlX of 1997) shall have the
meanings respectively assigne I to them in those Acts.

3. Application of Act to non-trading companies with purely provincial objects.{l)
The powers conferred by tris Act on the concemed Minister-in-Charge of the Federal
Govemment or the Commissi(,n, in relation to companies which are not trading corporations and
the objects of whrch are coniined to a single Province, may be exercised by the Minister-in-
Chr.rge of the Provincial Govcrnment:

Provided that wherg tte licence is issued by the Provincial Govemment or, as the case
may be- its concerned Minister-in-Charge, in exercise ofthe powers confened by this section,
the company shall mention th s facr rn all its docuntents.
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(2) A non-trading corpomtion formed under suLsection (l) extending its operational
activities beyond the territorial limits of its respective province shall be liable to a penalty of
level 3 on the standard scale and be wound up on the application by the Commission.

4. Act to oyerride.-Save as otherwise expressly provided herein-

(a) the provisions of this Act shall have effect notwithstanding anything contarned 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, executed or passed, as the case may be, before
or after the coming into force ofthe said provisions; and

(b) any provision contained in the memorandum, anicles, contract, agreement, arrangement
or resolution aforesaid shall, to the extent to ',yhich it is repugnant to the aforesaid
provisions ofthis Act, become, or be, void, as the case may be.

PART II

JURISDICTION OF COURT

5. Jurisdiction of the Court and creation of Benches.- (l) The Court having
jurisdiction under this Act shall be the High Court having jurisdiction in the place at which the
registered office ofthe compaqy 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 coun shall have jurisdictiop to
entenain any suit or proceeding in respect of any matter which the Court is empowered to
determine by or under this Act.

(3) For the purposes of jurisdiction to wind up companies, the expression "registered
omce" means the place which has longest been the registered office of the company during the
o[e hundred and eighty days immediately preceding the presentation of the petition for
winding up.

(4) There shall be, in each High Court, one or more Benches on permanent basis, each to
be known as the Company Bench, to be constituted by the Chief Justice of the High Court to
exercise the jurisdiction vested in the High Court under this Act:

Provided that Benches constituted under the Companies Ordinance, 1984 (xl-vll of
1984), shall continue to function accordingly unless oth€rwise notified by the respective Chief
Justice ofthe High Court:

Provided further that provisions of section 6 shall be effective from the date of
notification by the Chief Justice of the respective High Court within one hutrdred and eighty
days fiom the date ofthe commencement ofthis Act.

(5) There shall be a Registrar to be known as "Registrar of the Company Bench" duly
notified by the Chief Justice of the respective High Coun who shall be assisted by such other
officers as may be assigned by the ChiefJustice ofthe respective High Court.
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(6) The Regisnar of rlre Company Bench shall perform all the functions assigned to it
under this Acr including all rr inisterial and administrative business of the Company Bench such
as lhe receipt ofpetitions, aplrlications, written repLes, issuance ofnotices, service of summons
anc such other functions or duties as may be prescribed under section 423.

(7) The Chief Justice of the respective High Court, if deemed appropriate, may also
establish a secretariat in each Company Bench of the lespective High Court in such form and
manner to provide secretarial support and to perform such functions as may be prescribed under
section 423.

6. Procedure of the Court and a ppeal. -{ 1 ) Notwithstanding anything contained in any
other law for the time being irr force all written subrnissions to the Court under this Act shall be
filed with the Registrar ofthe lompany Bench.

(2) For the purposes of this Act, written submissions shall, inter alia, include-

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

(b) a written reply with paliculars ofset off, ifany;

(c) an affidavit of facts by the petitioner or applicant, or respondent, as the case may be,

including 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,

(d) any other relevant documents in possession of the petitioner or applicant or respondent,
as the case may be;

(e) any application for disr:overy ofdocuments or interim injunction, ifrequired;

(0 a list of any case la\l along with a summary of the same on which the petitioner or
applicant is placing rel ance:

(g) address for effecting s€rvice, mobile number. email and fax or any other mode notified by
the Court; and

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

(3) Where any petitior or application is filed under any provision ofthis Act, summons
ma.r be issued by the Registrar of the 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 bailiffor process-rerver ofthe Court, through registered post, acknowledgement due,
by :ourier and by publication in one English language and one Urdu language daily newspaper
and, in addition, if so directr:d by the Court through electronic modes, and the service duly
effected through any one of tlre modes mentioned under this sub-section shall be deemed to be
valid service.

Erplanalion.-:'electronic modes" means service of summons on a parq/ or other person
by rlectronic transmission through devices such as, facsimile, email, or in such other form or
morle as may be notified by th,: Court.
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(4) The respondent shall file a written reply and particulars of set-off, if any, as set out in
sub-section (2) of this section with the concemed Registrar of the Company Bench within thirry
days fiom the date offirst service through any ofthe modes as laid doum in sub-section (3).

(5) Where the respondent fails to file the wfitten reply within the time prescribed in sub-
section (4), a reprort shall b€ submitted by the Registrar ofthe Company Bench before the Court
and the Court may pass necessary orders Jo proceed exparre and announc€ the final order on the
basis ofthe documents available on record.

(6) The Registrar of the Company Bench, on completion of r€ceipt of all written
submissions and after ensuring that all copies of such written submissions are 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 panies, within forty-five days ofthe first service of notices or such
extended time as may be granted by the Court.

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

(8) No adjoumment shall be granted once the Court has fixed a date ofhearing under sub-
section (7) and it will be duty of the parties to ensure the presence of their respective counsel or
in absence ofthe counsel make altemate aflangements:

Provided that only in exceptional circumstances beyond control ofa party, the Court may
grant another opportunity of hearing subject to the payment of an amount of rup€es ten thousard
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 proceedings as evidence and decide the matter on the basis of the documents a.nd

affidavits placed before the Court, in a summary manner and pass final orders within the time
stipulated in sub-section (l l).

(10) In exceptional circumstanc€s where the Court is of th€ view that any issue of facs
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 purposes of this section the affidavit filed by such deponent shall be

considered as his examination-in-chief:

Provided that-

(i) the Court may refer the matter to the Registmr ofthe Company Bench or any other
person for recording of cross examination of the deponent who shall complete
recording of cross examination within thirty days fiom the date of the order of the
Court, or such extend€d time as may be allowed by the Coun which shall not b€

more than fifleen days on payment of rup€es 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;

(ii) all questions and answers along with any objections raised by any party shall be
duly recorded in writing; and
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(iii) the Registrar of the Company Bench shall have all the powers of the Civil Court
under the Code of Civil Procedure, 1908 (V of 1908) for the purposes of execution
of service and summoning of deponents and conducting cross examination in
accordance with the directions ofthe Court.

(ll) The petition presented before the Court shall be decided within a period. of one
hundred and tweflty days iom the date of presentation of the case and for this purpose the
C('un may, if it is in the intelest ofjustice, conduct the proceedings on a day to day basis and if
thr) Court deems fit it may inrpose 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 time, take notice ofserious misstatements and material non-
dirclosure offacts by any pary to the proceedings and dismiss the petition or application or close
tho right of defence of the respondent with costs ofthe proceedings and impose a fine which may
extend to one hundred thousa,rd rupees whichever is higher and pass a final order.

(13) Notwithstanding anlthing contained in this section, the Registrar of the Company
Bench shall place any applicrrtion for interim relief including any interlocutory order before the
C(,urt for adjudication immediately upon its filing.

(14) Any person agg-ieved by any judgment br final order of the Court passed in is
original jurisdiction under th s Act may, within sixty days, file a petition for leave to appeal in
thc Supreme Court ofPakistar:

Provided that no appe rl or petition shall lie against any interlocutory order ofthe Court.

(15) Save as otherwis,: expressly provided under this Act, the provisions ofthe Qanun-e-
Shahadat (Order)1984 (P.O. No. X of 1984) and the Code of Civil Procedure, 1908 (Act V of
190t) shall not apply to the proceedings under this section except to such extent as the Court
miLy determine in its discretion.

PART III

POWERS AND FTINCTIONS OF THE SECURITIES AND EXCHANGE
COMMISSION OF PAKISTAN

7. Powers and functions of the Commission.- ( I ) The Commission shall exercise such
powers and perform such funr:tions as are conferred on it by or under this Act.

(2) The powers and firnctions of the Commission under this Act shall be in addition to
an(l llot in derogation to the ]owers and firnctions of the Commission under the Securities and
Exchange Commission of Pal istan Act, 1997 (XLll of 1997).

8. Reference by the federal Governmeot or CoDmission to the Court.- (l) Without
prejudice to the powers, jurisdiction and authority exercisable by the concemed Minister-in-
Charge ofthe Federal Govemment or any fiinctionary thereofor the Commission under this Act,
the concemed Minister-in-Ct arge of the Federal Govemment or the Commission, as the case
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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 conceming affairs of a company
or class ofcompanies or any action ofany officer thereof.

Explonolion.-ln this sub-section "officer" includes an auditor, liquidator or agent of the

compan).

(2) Where a reference is made to the Coun under sub-section (l), 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, p8rtnerships as companies,{l) No
association, partnership or entity consisting of more than twenty p€rsons shall be fomed for the
purpose of carrying on any business that has for its object the acquisition of gain by the
association, partneBhip 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 be an 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 I on the standard scale and also be personally liabte for all the liabilities
incurr€d in such business.

(3) Nothing in this section shall apply to-

(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) a joint family carrying on joint family business; or

(c) a partnership of 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 limited liability company is oot permitted under the

relevant laws or regulations for such practice.

PROVISIONS WITH RESPECT TO NAMES OF COMPANIES

10. Prohibition of certrin names. (l) No company shall be registered by a name
which contains such word or expression, as may be notified by the Commission or in the opinion
ofthe registrar is

(a) identical 'rvith or resemble or similar to the name of a company; or

(b) inappropriate; or

(c) undesirable; or
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(d) deceptive; c r

(e) designed to exploit or offend religious susceptibilities ofthe people; or

(f) any other gound 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 pahonatie ofany past or present Pakistani or foreign head ofstate;

(b) any connection with the Federal Govemment or a Provincial Govemment or any
department lr authority or statutory body ofany such Govemment;

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

(d) the patronage ol or any connection with, any foreign Goyemment or any
intemational organisationi

(e) establishing a zodaroba management company or to floata modaraba; or

(0 any other brsiness requiring licence from the Commission

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

(4) A person may rrake an application, in such form and manne( and accompanied by
such fee as may be specified, to the registrar for reservation ofa name set out in the application
for a period not exceeding si:cy days.

(5) Where it is found that a name was reserved under sub-section (4), by firmishing false
or incorrect information, such reservation shall be cancelled and in case the company has been

incorporated, it shall be dire,)ted to change its name. The person making application under sub-
s€ction (4) shall be liable to a. penalty not exceeding level I on the standard scale.

(6) lfthe name applied for under sub-section (4) is refused by the registrar, the aggrieved
person may within thirty day t ofthe order of refusal prefer an appeal to the Commission.

(7) An order of the Commission under sub-section (6) shall be final and shall not be

called in question before any court or other authority.

ll. Rectilication of rrame of a company,-(l) A company which, through inadvenence
or othcrwise, is registered by a name in contravention ofthe provisions of section l0 or the name
was obtained by fumishing fiLlse or incorrect information-

(a) may, with approval ofthe registrar, change its name; and
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(b) shall, ifthe registrar so directs, within g,t€a+€Ee thirty days ofrec€ipt ofsuch
direction, change its name with approval ofthe registrar:

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

(2) If the company fails to repon compliance wirh the direction issued under sub-section
(l) within the specified period, the registrar may enter on the register a new name for the
company selected by him, being a name under which the company may be registered under this
Act and issue a certificate of incorporation on change ofname for the purpose ofsection 13.

(3) If a company makes default in complying with the direction issued by the registrar
under sub-section (1) or continue using previous name after the name has been changed by the
registrar under sub-section (2), shall be liable to a penalty of level I on the standard scale.

12. Chcngc of ncme by s compsny.- A company may, by special resolution and with
approval ofthe regisfiar signified in writing, change its name:

Proyided that no approval under this section shall be required where the change in the
name of a company is only the addition thereto, or the omission therefrom, of the expression
"(Private)" or "(SMC-Private)" or "(Guarantee) Limited" or "Limited" or "Unlimited', as the
case may b€, consequent upon the conversion of the status of a company in accordance with the
provisions ofsections 46 to 49.

13, Registrution of chenge of rame and elfcct thereof.- (1) Where a company
changes its name the regiskar shall enter the new name on the register in place of the former
n:rme, and shall issue a certificate of incorporation altered to meet the circumstances ofthe case
and, on the issue ofsuch a certificate, the change ofname shall be complete.

(2) Where a company changes its name it shall, for a pcriod of nin€ty days fiom the date
of issue of a certificate by the registrar under sub-section (l), continue to mention its former
name along with i1s new name on the outside of every ofiice or place in which its business is
cafiied 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 commenced against the company by its fomer name may be

continued by oi commenced against the company by its new name.

14. Modc offorming a company.- (l) Any-

(a) three or more persons associated for any lawful purpose may, by subscribing their
names to a memorandum ofassociation and complying with the requirements ofthis
Act in respect ofregistration, form a public company; or

(b) two or more persons so associated may in the Iike manner form a private company;
or

(c) one person may form a single member company by complying with the requirements
in respect of registration of a private company and such other requirement as may be
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specified. l'he sutscriber to the memorandum shall nominate a person who in the
event ofdealh ofdle sole member shall be responsible to-

(i) transfer the shares to rhe legal heirs ofthe deceased subject to succession to be
determined urrder the Islamic law of inheritance and in case of a non-Muslim
members, as per their respective law; and

(ii) manage the a ifairs ofthe company as a trustee, till such time the title of shares
are transfe[ed:

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

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

(a) a company limited by shares: or

(b) a company limited by guarantee; or

(c) an unlimited company

15. Liability for carrying on business with less than three or, in the case ofa private
company, two members,-lf at any time tbe 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 tree and the cornpany carries on business for more than one
hundred and eighty days whlle the number is so reduced, every person who is a member ofthe
company during the time that t so carries on business after those one hundred and eighty dsys
and is co8nizant of the tbct thiLt it is carrying on business r.r,ith 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 withoutjoinder in the suit of any
other member.

GENERAL PROVTSIONS WITH RESPECT TO REGISTRATION OF
I\IEMORANDUM AND ARTICLES

16. Registration of nremorandum and srticles.-11) There shall be filed with the
registrar an application on he specified form containing the following information and
documents for incorporation ol-a company, namely:

(a) a declaratioir on the specified form, by an authorized intermediary or by a person
named in the articlls as a director, of compliance with all or any of the requirements
of this Act and thr rules and regulations made thereunder in respect of registration
and matters precedi)nt or incidental thereto;

(b) memorandum of a,sociation ofthe proposed company signed by all subscribers, duly
witnessed and dated;
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(c) there may, in the case ofa company limited by shares and there shall, in the case ofa
company limited by guarantee or an unlimited company. be the articles ofassociation

'signed by the subscribers duly witnessed and dated;

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

(2) Where the registrar is of the opinion that any document or information filed with him
in connection with the incorporation ofthe cornpany contains any matter qontrary to law or does
not otherwise comply with the requirements of law or is not complete owing to any defect, enor
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 under sub-section (2) to remove the deficiencies conveyed
within the specified period, the registrar may refuse registration ofthe company.

(4) If the registrar is satisfied that all the re4uirements of this Act and the rules or
regulations made thereunder have been complied with, he shall register the memorandum and
other documents delivered to him.

(5) On registration of the memorandum of a company, the registrar shall issue a

cenificate that the company is incorporated,

(6) The certificate of incorporation shall state

(a)the name and registration number ofthe company;

(b)the date of its incorporation:

(c)whether it is 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 or limited by guara.ntee

(7) The certificate under sub-section (5) shall be signed by the registrar or authenticated
by the registrar's official seal.

(8) The certificate under suLsection (5) shall be conclusive evidence that the
requirements of this Act as to re8istration have been complied with and that the company is duly
registered under this Act.

(9) tf registration of the memorandum is refi:sed, the subscribers ofthe memorandum or
any one of them authorised by thetn in writing may, within thirty days of the order of refirsal,
prefer an appeal to the Commission.

(10) An order of the Commission under sub-section (9) shall be final and shall not be

called in question before any court or other authority.
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17. Effect of memorandum and articles. -- (l) The memorandum and anicles shall,
wten registered, bind the c,rmpany and the members thereoi to the same extent as if they
respectively had been signec by each member and contained a covenant on the pan of each
member, his heirs and legal r:presentatives, to observe and be bound by all the provisions ofthe
mr'morandum and ofthe articles, subject Io the provisions ofthis Act.

(2) All moneys payable by a subscriber in pursuance of his undertaking in the
memorandum of association against the shares subscribed shall be a debt due from him and be
palable in cash within thirty (lays from the date ofincorporation ofthe company:

Proyided thaa in cas.'the share morey is not deposited withi[ the prescribed time,
thc shares shsll be deemed to be cancelled and ahe name of that subscriber shall be
removed from the register alld the registrar shall giye such direction to the company in
each cas€ as deemed appro;,riate for compliance with the provisions of the company hw.

(3) The receipt of sr bscription money from the subscribers shall be reported by the
company 0o the registrar on a specified form within forty-five days fiom the date of
inoorporation of the compan), accompanied by a certificate by a practicing chartered accountrnt
or a cost and management ac(iountant verirying receipt of the money so subscribed.

' (4) Any violation ofrhis section shall be an offence liable to a penalty of level I on the
sta ndard scale.

18. Effecl of registra iion.--The registration of the company has the following effects, as

frc,m the date of incorporatiol-

(a) the subscrib:n to the memorandum, together with such other persons as may
from time to time become members ofthe company, are a body corporate by the
name stated in the certificate of incorporalion:

(b) the body corporate is capable of exercising all the functions of an incorporated
company, having perpetual succession and a common seal;

(c) the status and registered office ofthe company are as stated in, or in connection
with. the apl'lication for regisrration;

(d) in case of a company having share capital, the subscribers to the memorandum
become holcers ofthe initial shares: and

(e) the persons named in the articles of association as proposed dircctors, are
deemed to h rve been appointed to that office-

COMMENCEUENT OF BUSINESS BY A PUBLIC COMPANY

19. Commencement of business by a public company.- (l) A public company shall
not stan its operations or exelcise any borrowing powers unless

(a) shares held ;ubject to payment of the whole amount thereof in cash have been
allotted to arl amount not less in the whole than the minimum subscription and
the money h$ been received by the company;
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(b) every director ofthe 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 is liable to
pay in cash:

(c) no money is or may become liable to be repaid to applicanrs for any shares
which haye been offered for public subscription;

(d) there has been filed with the registrar a duly verified declaration by the chief
executive or one of the directors and the secretary in the specified form that the
aforesaid conditions have been complied with; and

(e) in the case of a company which has not issued a prospectus inviting the public
to subscribe for is shares, there has been filed with the registrar a statement in
lieu ofprospectus as per the Second Schedule annexed to this Act.

Explonolion.- "minimum subscription" means the amount, if any, fixed by the
memorandum or articles of association as minimum subscription upon which the directors may
proceed to allotment or if no amount is so fixed and specified, ths 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 accordance with the
provisions of sub-section (l) and after making such enquiries as he may deem fit to satisry
himself that all the requirements of this Act have been complied with in respect of the
commencement of business and matters precedent and incidental thereto, accept and register all
the relevant documents.

(3) The acceptance and registration of documents under su section (2) shall be a

conclusive eyidence that the company is entitled to starl its operations and exercise any
borrowing powers.

(4) Nothing in this section shall apply-

(a)to a company converted fiom private to a public;

(b) to a company limited by guarantee and not having a share capital

20. Consequences of non-complience of scction 19.- (1) If any company stans its
business operations or exercises borrowing powers in contravention of section 19, every ofiicer
or other penon who is responsible for contravention shall without prejudice to other liabilities b€

liable to a penalty not exc€eding lcyel2 on the standard scale.

(2) Any contract 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 b€come binding.
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REGISTEII.ED OFFICE AND PUBLICATION OF NAMF:

21. Registered offic( of company. (l) A company shall haye a registered omce to
which all communications and notices shall be addressed and within a perrod of thirty- days of its
incorporation, notiry to the registrar in the specified manner.

(2) Notice of any charrge in situation of the registered office shall be given to the registrar
in a specified form within a p3riod offifteen days after the date ofchange:

Provided that the char ge ofregistered office of a company from-

(a) one city in ir Province to another; or

(b) a city to an( ther in any part of Pakistan not forming part of a Province,

shall require approval ofgeneral meeting through special resolution

(3) Ifa company fails to comply with the requirements of sub-section (l) or (2), the

cornpany and its every officrr who is responsible for such non-compliance shall be liable to a

penalty not exceeding oflevel I on the standard scale.

22. Publication of narne by a company.-Every company shall-

(a) display in a corrspicuous position, in letters easily legible in English or Urdu
characters its nanre and incoiporation number outside the registered office and every
office or the placr: in which its business is carried on;

(b) display a cenifie{l copy of certificate of incorporation at every place of business of
the companyi

(c) get its name, address of its registered omce, telephone number. fax number, e-mail
and website addr:sses, if any, printed on letter-head and all its documents, notices
and other oflicial publications; and

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

23. Company to have common seal. {l) Every company shall haye a common seal.

(2) A company's comroon seal must be a seal having the company's name dngraved on it
in legible form.

(3) lfany ofthe proviriion of this section is contravened or an ofiicer of a company or a
person on behalf of a compiuly uses or authorises the use of another seal thal purports to be the
conrpany's common seal, shall be liable to a penalty not exceeding of level I on rhe standard
scale.

24. Penalties for non-publication of name.-{l) lfa conrpany does not display irs name
in the manner provided for by rhis Act, ir shall be liabl€ ro a penalty not exceeding level I on the
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standard scale and every officer of the company who authorises or permits the default shall be
liable to the like penaltv.

(2) tf 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 of the company 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 I on the standard scale
and shall further be personally liable to the holder ofany such bill ofexchange, promissory note
or order for money or goods, for the amount thereof unless the same is duly paid by the
company.

25. Publication of euthorised as well as paid-up capital.{l) Where any notice,
advenisement or other official publication of a company contains a statement of amount of
authorised capital of the company, such notice, advertisement or other ofiicial publication shall
also contain a statement in an equally prominent position and in equally conspicuous characters
ofamount ofthe paid up capital.

(2) Any company which makes default in complying with the requirements ofsub-section
(l) and every officer ofthe company who is party to the default shall be liable to a penalty not
exceeding of level I on the standard scale,

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

Provided that-

(D the principal line of business of the company shall be mentioned in the
memorandum of association of the compariy which shall always commensurate
with narne ofthe company; and

(ii) any change in the principal line of business shall be reported to the registrar within
thiny days from the date of change, on the form as may be specified and registrar
may give direction ofchange ofname if it is in violation ofthis section.

Explanalion. "principal li[e of business" means the business in which substantial
assets are held or likely to be held or substantial revenue is eamed or likely to be eamed by a

company, whichever is higher.

(2) A company shall not engage in a business which is -
(a) prohibited by any law for the time being in force in Pakistan; or

(b) restricted by any law, rules or regulations, unless necessary licence, registration,
permission or approval has been obtained or compliance with any otier
condition has been made:
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Provided nothing in sub-section (l) shall be applicable to the extent of such
companies.

MEMORI\NDUM AND ARTICLES OF ASSOCTATION

27. Memonndum ol compsny limited by shsres. In the case of a company limited by
shares-

(A) the memorandum shall state-

(i) the name of the ;ompany with the word "Limited" as last word of the name in the
case of a public imited company, the parenthesis and words "(Private) Limited" as

last words of the name in the case of a private limited company, and the parelthesis
and words "(SM(l-Private) Limited" as last words ofthe name in the case ofa single
member comPan'/;

(ii) the Province or tre part of Pakistan not forming pafi of a Province, as the case may
be, in which the registered office ofthe company is to be situate;

(iii) principal line ofbusiness:

Provided that--

(a) the existing companies shall continue with their existing memorandum of
association :nd the object stated at serial number I ofthe object clause shall be
treated as thr. principal linc of business:

(b) if the object stated at serial number I oi the object clause is not the principal
line of business of the company, it shall be required to intimale to the registrar
their principal line of business \r'ithin such time from commencement of this
Act and in t[ e form as may be specified. A revised copy of the memorandum of
association indicating therein its principal business at serial number I of the
object claus( shall also be fumished to the registrar; and

(c) the existing :ompanies or the conrpanies to be formed to carry on or engage in
any business which is subject to a liccnce or registration, permission or approval
shall mentio'r the businesses as rcquired under the respective law and the rules
and regulatirns made thereunder;

(iv) an undertaking a; may be specified;

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

(vi) the amount of st are capital with which the company proposes to be registered and
the division rhertofinto shares ofa fixed amount;

(B) no subscriber ofthe memorandum shall take-less than one share; and
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(C) each subscriber of the memorandum shall write opposite to his name the number of
shares he agrees to take.

28. Memorandum of company limited by guarantee- 11) In the case of a company
limited by guarantee the memorandum shall state

(a) the name ofrhe company with the parenthesis and words "(Guarantee) Limited"
as last words of its name;

(b) the Province or the part of Pakistan not forming part of a Province, as the case

may be, in which the registered office ofthe company is to b€ situate;

(c) principal line ofbusiness

ProYided that

(D the existing companies shall continue with their existing memorandum of
association and the object stated at serial number I ofthe object clause shall
be treated as the principal line of business;

(ii) ifthe object stated at serial number I ofthe 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 fiom 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 I ofthe object clause shall also be fumished to the
registrari and

(iii) the existing companies or the companies to be formed to carq/ on or engage
in any business which is subject to a licence or registration, permission or
approyal shall mention the businesses as required under the respective law;

(d)

(e)

(0

an undertaking as may be specified;

that the liability ofthe 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 the event 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 ofrights ofthe contributories among themselves.

(2) lf the company has a share capital, the memorandum shall also state the arnount of
share capital with which the compafly proposes to be registered and the division thereof into
shares of a fixed amount alld the number ofshares taken by gach subscriber.
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29. Memorandum of unlimited company. In the iase of an unlimited company the

memorandum shall state -

ra) the name of the company with the word "Unlimited" as last words of is name ;

(b) the Province orthep t of Pakistan not form ing part of a Province, as the case maybe, in
which registered office ofthe company is to be situate;

tc) principal line of businr ss

Provided that

(D the existing ccmpanies shall continue with their exrsting memorandum of
association and the object stated at senal number I of the object clause shall be

treated as the p incipal line ofbusiness:

(ii) ifthe object stzted at serial number I olthe object clause is not the principal line
of business of :he company, it shall be required to intimate to the registrar their
principal line cf business within such time fiom the commencement of this Act
and in the fonn as may be specified. A revised copy of the memorandum of
association indicating therein its principal business at serial number I of the
object clause slall also be fumished to the registrar; and

(iii) the existing cornpanies 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 tlre businesses as required under the respective law; and

(d) an undertaking as may be specified;

(e) that the liability ofthe rembers is unlimited

(2) Ifthe company hal a share capital, the memorandum shall also state the amount of
share capital with which the cJmpany proposes to be registered and the number of shares taken

by cach subscriber.

30. Borrowing powers to be part of memorandum. Notwithstanding an)'thing
contained in this Act or in any other law for the time being in force or the memorandum and
anicles, the memorandum and articles of a company shall be deemed to include and always to
have included the power to enler into any arrangement for obtaining loans, advanc€s, finances or
credit, as delined in the Bankirg Companies Ordinance, 1962 (LVll of 1962) and to issue other
seclrities not based on intetest for raising resources from a scheduled bank, a financial
instrtution or general public.

31. Memorandum to be printed, signed and datcd.-The memorandum shall be-
(a) printed in the manner generally acceptable;

(b) divided into paragraphs numbered consecutively;

(c) signed by r:ach subscriber, who shall add his present name in full, his
occupation :rnd father's name or. in the case of a married woman or widow,



27

her husband's or deceased husband's name in full, his nationality and his
usual residential address and such other particulars as may be specified, in the
presence of a witness who shall aftest the signature and shall likewise add his
particulars; and

(d) dated

32. Alaeraaior of memorandum. {l) Subject to the provisions of this Act, a company
may by special resolution alter the provisions of its memorandum so as to-

(a) change the place of its registered ollice from.-

(i) one Province to another Proyince or lslamabad Cspit8l Territory
and vice ve'sa; or

(ii) one Province or lslemabad Capital Territory to . prrt of Pskistan
noa forming part of a Province and vlce wrca; ot

(b) change its principal line ofbusiness; or

(c) adopt any business activity or any change therein which is subject to licence,
regisfation, permission or approval 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 ofbusiness shall not require
confirmation by the Commission.

(3) A copy ofthe 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 ofthe order.

(4) A copy of the memorandum of association as alter€d 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 evidence
that 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:

Provided that the Commission may by order, at any time on 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 th€ alteration involves a transfer of registered office fiom the jurisdiction of
one company registration office to another, physical record of the company shall be transferred
to the registrar concemed of the company registration office in whose jurisdiction the registered

office ofthe company has been shifted.
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(6) Where the alterat on involves change rn pnncipal line of business, the company shall
file the amended memorandt m of association with the registrar within thirty days, which shaU be
recorded for the purposes of this Act.

33. Powers of Comnrission when confirming alteration. 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 l)ropsr.

34. Excrcise of dis(retion by Commission.-The Commission shall in exercising its
discretion under sections 32 and 33 have regard to the rights and interests ofthe memben ofrhe
c<rmpany or ofany class of tlrem, as well as to the rights and interests ofthe creditors and may, if
it thinks fit, give such directions and make such orders as it may think expedient for facilitating
or carrying into effect any such arrangement.

35. Effect of alteration in memorandum or articles. Notwithstanding an,,thing
contained in the memorandrrm or articles of a company, no member of the company shall be
bound by an alteration made in the memorandum or articles after the date on which he became a

member if and so far as the alt€ration requires him to take or subscrib€ for more shares than the
number held by him at the date on which the alteration is made or in any way increases his
liability as at that date to cxkibute to the share capital of or otherwise to pay money to the
comPany:

Provided that this se( tion shall not apply in any case where the member agrees in writing
either before or after the alte-ation is made to be bound thereby.

ARTICLES OF ASSOCIATION

36. Registration of rrrticles. al) There may, in the case of company limited by shares
alld there shall, in the case of a company limited by guarantee or an unlimited company, be
registered with the memorandum, articles of association signed by the subscribers to the

memorandum and setting ou: regulations for the company.

(2) Articles of association of a company limited by shares may adopt all or any of the
reEulations contained 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 afiicles,
if the company has a sharl capital, shall state the amount of share capital with which the
c()mpany proposes to be registered.

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

(5) In the case ofa c,)mpany Iimited by shares and registersd after the commencement of
this Act, if articles are not r(:gistered, or, ifanicles are registered, in so far as the articles do not
exclude or modifo the regul;rtions in Table A in the First Schedule to this Act, those regulations
shall, so far as applicable, bt the regulations of the company in the same manner and to the same
extent as ifthey were contaired in duly registered articles.
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(6) The articles of every company shall be explicir and wirhout ambiguity and, without
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, ifany, issued or to be issued by it.

(7) tf a company contravenes the provisions of its anicles of associarion, the company
and every ollicer of the company shall be liable to a penalty not exceeding of level I on the
standard scale.

37. Articles to be printed, signed and dated.-The anicles shall be--

(a) printed in the manner generally acceptable;

(b) divided into paragraphs numbered consecutively;

(c) signed by each subscriber, who shall add his present name in full, his
occupation and father's name or, in the case of a manied woman or widow,
her husband's or deceased husband's name in full, his nationality and his
usual residential address and such other particulars as may be specified, in the
presence of a witness who shall attest the signature and shall likewise add his
particulars; and

(d) dated

38. Alteration of srticles.-{l) Subject to tie provisions of this Act and to the
conditions contained in its m€morandum, a company may, by special 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 manner to alteration 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 carri€d out only if a majority of at least three-
fourths of the members or of the class 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 ofthe articles of association as altered shall, within thifty days from the date
of passing of the resolution, be filed by the company with the registrar and h€ shall register the
same and thenceforth the articles so filed shall be the articles ofthe company.

39. Copies of memomndum and articles to be giv€n ao members.-{l) Each company
shall send to every member, at his request and within founeen days thereof, on payment of such
sum, as the company may fix, a copy of the memorandum and the articles, ifany.

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

40, Alteration of memorandum or srticl€s to be noaed in every copy.- (l) Where an

alteration is made in the memorandum or articles ofa company, every copy ofthe memorandum
or articles issued after the date of the alteration shall conform to the memorandum or adicles as

so altered.
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(2) If, where any suclr alteration has been made. the company at any time after the date of
the alteration issues any cot)ies of the memorandum or articles which do not conform to the
memorandum or articles as r;o altered it shall be liable to a penalty not exceeding of level I on
the standard scale for each r:opy so issued and every officer of the company who rs in default
shall be liable to the like pen ty.

41, Form of memorandum and articlcs. -The form of-

(a) memoranc um ofassociation ofa company limited by shares;

(b) memorandum and articles of association of a company limited by guarantee

and not having a share capital;

(c) memorandum and articles of association of a company limited by guarantee

and havinll a share capital; and

(d) memorandum and articles of association of an unlimited company having a

sharb capital,

shall be respectively in accordance with the forms set out in Tables B, C, D and E in the First
Schedule or as near thereto ar circumstances admit.

42. Licencing of associations with charitable and noa for prolit objects.- {t) Where it
is proved to the satisfaction ofthe Commission that an association is to be formed as a limited
c('mPany-

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

(b) such company--

(i) intends to ipply the company's profits and other income in promoting its
objects: and

(ii) prohibits thr: payment ofdividends to the company's members; and

(c) such company's objects and activities are not and shall not, at any time, be against
the laws, public order, security, sovereignty and national interests ofPakistan,

the Commission may, by I cence for a period to be specified, permit the association to be
registered as a public limited company, without addition of the word "Limited" or the
expression"(Guarantee) Limited", to its name.

(2) A licence under sub-section (l) may be granted on such conditions and subject to
such regulations as the Cornmission dlinks fit and those conditions shall be insened in and
d€med palt ofthe memoran,lum and articles, or in one of those documenb.
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(3) Memorandum and articles of association of a company, Iicenced 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)'fhe association on registration under this section shall enjoy all the privileges and be
subject to all the obligations ofa limited company.

(5) The Commission may at any time by order in writing, revoke a licence granted under
sub-section (l). with such directions as it may deem fit, on being satisfied that-

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

(b) any of the requirements specified in sub-section ( I ) or any regulations made under
this section are not met or complied with; or

(c) affairs ofthe company are conducted in a manner prejudicial to public ioterest; or

(d) the company has made a default in filing with the registrar its financial statements
or annual retums for immediately preceding two consecutive financial years; or

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

(0 the number ofmembers is reduced, below three; or

(g) the company is-

(r) conceived or brought forth for, or is or has been carrying on, unlawful or
fiaudulent activitiesl or

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

(iii) run and managed by persons who are involved in terrorist financing or
money laundering; or

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

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

(h) it isjust and equitable that the licence should be revoked

Provided that befote a licence is so reyoked, the Commission shall give to the company a

notice, in writing of its intention to do so. and shall afford the company an opportunity to be

heard.
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(6) Notwithstanding arything contained in this Act or any other law, no association shall
be registered as a company with the objects as mentioned in clause (a) and the conditions
provided in clause (b) ofsub-section (l) without a licence granted in pursuance ofthis section.

43. Effect of revoc8tir)r of licence.- (l) On revocation oflicenceofa company under
section 42, by the Commissior -

(a) the company sha I 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 assesof tte company after satisfaction ofall debts and liabilities shall, in the
manner as may )e specified, be transferred to another company licenced under
section 42, preferably having similar or identical objects to those of the company,
within ninety dal s from the revocation of the licence or such extended period as

may be allowed by the Commission:

Provided that a reasoni$le amount to meet the expenses of voluntary winding up or
making an application to the legistrar for striking the name of the company off the register in
terms ofsub-section (3), may te retained by the company.

(2) After compliance of the requirements mentioned in sub-section (l), the board of the
company shall file within fifie,)n days fiom the date of such compliance, a report to the registrar
containing such information and supported with such documents as may be specified.

(3) Within thirty days of acceptance of the report by the regisbar, submined by the
company under sub-section (2,, the board shall initiate necessary proceedings for winding up of
the company voluntarily or u here it has no assets and liabilities make an application to the
registrar for striking the name ()fthe company offthe register.

(4) lfthe company fails to comply with any ofthe requirements ofthis section 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 ofthe company subject to such terms and conditions as may be specified in the order and
initiate necessary Proceedings ldr winding up ofthe company.

(5) The provisions of section 291, except those of sub-section (l) thereof, shall apply
mutatis mulandis to the adminirttrator appointed under this section.

(6) Where any assets ol the company are transtbrred, in consequence of revocation of
licence, to another company I cenced under section 42, the members and omcers of the first
mentioned company or any of their family members shall not be eligible to hold any omce in the
Iater company for a period of fi re years fiom the date oftransfer of such assets.

(7) Where the licence o, a company has been revoked before the commencement of this
Act and such company is not in the process of winding up, this secrion shall apply as if the
licence was revoked immediate y after the commencement of this Act.
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44. Penslty,-lf a company Iicedced under section 42 or any of its officerc makes default
in complying with any ofthe requirements ofsections 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 revocadon
order, it shall without prejudice to any other action be punishable by a penalty not exceeding of
level 2 on the standard scale.

45. Proyision rs to companies limited by guarsntee. (l) A company limited by
guarantee may have share capital.

(2) ln the case of a company limiFd by guarante€ and not having a share capital, every
provision in the memorandum or anicles or in any resolution of the company purporting to give
any person a right to participate in the divisrble profits of the company orherwise thaD as a
member shall be void.

(3) For the purpose of the provisions of this Act relating to the memorandum of a
company limited by guarantee and of sub-section (2), every provision in the memorandum or
articles, or in any resolution, of a company limited by guarantee purporting to divide the
undenaking of the company into shares or interests shall be treated as a provision for a share
capital, noh{ithstanding that the nominal amount or number of the shares or interes$ 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 vice-!€rro.-{ I ) A
public company may be convened into a private company with the prior approval of the
Commission in writing by passing a special resolution in this betralf by the public company
amending its memorandum and articles of association in such a manner that they include the
provisions relating to a private compaoy in the articles and complying with all the requirements
as may be specified:

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

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

(3) A copy of the order, confirming the conversion und€r sub-section (2), duly certified
by an authorised oflicer of the Commission shall be forwarded to the company and to the
registrar within seven days from the date ofthe order.

(4) A copy ofthe memorandum ard articles ofassociation as altered pursuant to the order
under sub-sction (2) shall, within fifteen days from the date of rhe 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 ofthe newly convened company.

(5) If a company, being a private company, alters its afticles in such a manner that they no

longer include the provisions which, under sub-section (l) of section 2, are required to be
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included in the anicles of a company in order to constitute it a private company. the company
shall

(a) as on the da e ofthe alteration. cease to be a private company: and

(b) file with th€ registmr a copy of the memorandum and articles of association as

altered alonll with the special resolution.

(6) ll defaull is made in complying with the provisions of any ofthe preceding sub-
sections, the company and every officer of the company who is in default shall be liable to a
penalty not exceeding of leve I 2 on the standard scale.

47, Conversion of status of private company into e single-member company and
vice-veno.--\l) A private cc mpany may be converled into a single-member company with prior
approval of the Commissior in writing by passing a special resolution in this behalf by the
private company amending its memorandum and anicles of association, in such a mannsr that
they include the provisions relating to a single-member company in t}te anicles and complying
wrth all the requirements as rray be specified.

(2) On an applicatiorr for change in stalus of a company under sub-section (l), if the
Commission is satislled tha the company is entitled lo be so converted. such conversion shall
be allowed by an order in wr iting.

(3) A copy of the or<ler, confirming the conversion under sub-section (2), duly certified
by an authorised officer ot the Commission shall be forwarded to the company and to the
registrar within seven days f'om the date of the order.

(4) A copy of the mernorandum and articles of association as altered pursuant to the order
under sub- section (2) shall, within fifteen days from the date of the order, be filed by the
company with the registrar ald he shall register the same and thenceforth the memorandum and
anicles so filed shall be the nremorandum and articles ofthe newly converted company.

(5) lfa company, beirrg a single member company, alters its articles in such a manner that
they no longer include rhe :rovisions which are required to be included in the articles of a

company in order to constitule it a single member company, the company shall-

(a) as on the date cfthe alteration, cease to bea single member company; and

(b) file with the rcgistrar a copy of the memorandum and articles of association as

. 
altered along with the special resolution.

(6) If default is madr in complying with the provisions of any of the preceding sub-
sections, 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.

4t. Conversion of str.tus of unlimited company rs limited company allld vice-yena.-
(l) An unlimrted company nlay be converted into a limited company with prior approval ofthe
Cc,mmission in writing by prssing a special resolution in this behalf by the unlimited company
amending is memorandum and articles of association in such a manner that they include the
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provisions relating to a company limited by shares in the articles and complying wrth all the
requirements as may be specified.

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

(3) A copy ofthe order, confirming the conversion under sub-section (2) duly cenified by
an authorised officer of the Commrssion shall be forwarded to the company and to th€ registrar
within seven days fiom the date of the order.

(4) lf a company, being a limited company, alters its memorandum and articles in such a
manner that they include the provisions which constitute it as a company having unlimited
liability of its members, the company shall-

(a) as on the date ofthe alteration, cease to be a limited coirpany; and

(b) file with the registrar a copy of the memorandum and articles of association as

altered along with the special resolution.

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

49. Conversion ofa company limited by guarantee to a company limited by shares
and vice-versq.ll) A company limited by guarantee may beconverted into a company limited
by shares with prior approval ofthe Commission in writing by passing a special resolution in this
behalf by the company limited by guarantee amending its memorandum and anicles of
association in such a manner that they include the proyisions 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 ofa company under suFsection (l), 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 ofthe order, confirming the conversion under su section (2)duly certified by
an authorised omcer of the Commission shall be forwarded to the company and to the registrar
within seven days fiom the date ofthe order.

(4) A copy ofthe memorandum and articles ofassociation as altered pursuant to the order
under sub-section (2) shall within fifteen days from the date of the order b€ 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 anicles ofthe newly converted company.

(5) If a company, being limited by shares, alters its memorandum and anicles in such a

manner that they include the provisions which constitute it a company limited by guiuantee, the
company shall

(a) as ou the date ofthe alteration, cease to be a company limited by shares; and
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(b) file with the registrar a copy of the memorandum and articles of association as

altered along with the special resolution.

(6) lf default is made in comnlving with the provisions of any of the preceding sub-
sections, the company and e;ery oflicer of the company who is in default shall be liable to a

penalty not exceeding oflevel 2 on the standard scale

50. Issue of ccrtificate and elfects of conversion.-- ( l) The registrar upon registration
ofthe memorandum and articles ofassociation as altered by the company upon conversion under
sections 46 to 49. shal! issue a certificate to that eff€cl.

(2) The conversion oj'status of a company under sections 46 to 49 shall not affect-

(a) any debts, liabilities, obligations or contracts incurred or entered into, by or on
behalf of rhe ccmpany before conversion and such debts- liabilities, obligations
and contracts nray be enforced in the manner as ifsuch registration had not been
done; and

(b) any rights or ot,ligations ofthe company or render defective any legal proceedings
by or against the company and any legal proceedings that might have been
continued or ;ommenced agarnst the company before conversion may be
continued or commenced upon its conversion.

51. Power of unlimit(.d company to provide for reserve share capital on conversion
of ststus to a limited comprrny.-An unlimited company having a share capital may, by its
resolution for registration as ., limited 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 th€
condition that no part of the arnount by which is capital is so increased shall be capable ofbeing
called up except in the event and for the purpose ofthe company being wound up-

52. Consequence of default in complying with conditions constituting s company a
private compsny.- Where the articles of a company include the provisions which, under sub-
seclion (l) of s€ction 2, are 'equired 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 ofthose provisions,
the company shall cease to be entitled to the privileges and exemptions confened on private
conrpanies by or under this Act and this Act shall apply to the company as if it were not a private
conlPany:

Provided that the Conrmission, on being satisficd that the failure to comply with the
conditions was accidental or due to inadvertence or to some other sumcient cause or that on
other gound it isjust and equitable to grant reliei may. on the application ofthe company or any
other person interested and orr such terms and conditions as se€m to the Commission just and
expedient, make order that the company be relieved from such consequences as aforesaid.

SERVICE ,IND AUTHENTICATION OF DOCUMENTS

53. Service ofdocumonts on a company. A document or information may be served
on the company or any of its omcers at the registered oflice of the company against an
acknowledgement or by post or courier service or through elebtronic means or in any other
manner as may be specified.
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, 54. Service of documents on Commission or the regisarrr.- A document or
information may be served 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 member. - ( I ) A documenr or information may be served on
a member at his registered address or, if he has no registered address in Pakistan, al the address
supplied b1' him to the company for the giving of notices to him against an acknowledgement or
by post or courier service or through electronic means or in any other manner as may be
specified.

(2) Where a notice is sent by post, service ofthe notice shall lre dcemed to be effected
by properly addressing, prepaying and posting a letter containing the notice and, unless the
contrary is proved, to have been effected 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 joint-holders of a share by giving the
notice to thejoint-holder named 6rst in the regrster in respect ofthe share.

(4) A notice may, in the manner provided under sub-section (l ), be given by the company
to the person entided 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 deceased 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. Authenticaaion of documents and proceedings.- Save as expressly provided in
this Act, a document or proceeding requiring authentication by a tompany may be
signed either by an officer or a representative authorized by the board,

PART V

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

57. Prospectus.- (l)No prospectus shall be issued by or on behalf ofa 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 ofthe company has been filed with the registrar.

(2) In case of any contravention of this section. the company and every person who is a

party to the issue, publication or circulation of the prospecrus shall be liable to a penalty not
exceeding of level 2 on the standard scale-

5E. Classes and kinds of share capital.-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:
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Provided that differenr rights and privileges in relation to the different kinds and classes

ofshares may only be conferrr:d in such manner as may be specified.

59. Variation of shareholders' rights. - ( I ) The variation of the right of shareholders

of rrny class shall be effected ( nly in the manner laid down in section 38.

(2) Not less than ter percent of the class of shareholders who are aggrieved by the

variation oftheir rights under sub-section (l) may, within thifty days ofthe date ofthe resolution
varying their rights, apply to tlre Court for an order cancelling the resolution:

Provided that the Courl shall not pass such an order unless it is shown to its satisfaction
thar some facts which woukl have had a bearing on the dccision of the shareholders were
withheld by the company in llening the aforesaid resolution piLSSed or, having regard to all the
circumstances of the case, that the variation would unfairly prejudice the shareholders of the

class represented by the applicant.

(3) An application u rder sub-section (2) may be made on behalf of the shareholders

entitled to make it by such one or more of their number as they may authorise in writing in this
behall

(4) The company sha l, within fiffeen days of the service on the company of any order
made on any such application forward a copy ofthe order to the registrar and, ifdefault is made

in complying with this provi:;ion, the person making the default shall be guilty of an offence
under this section and be liabl : to a penalty not exceeding of level I on the standard scale.

(5) The expression '\,ariation" under this section includes abrogation, revocation or
enhancement.

SHARE CAPITAL AND I{ATURE, NUMBERING AND CERTIFICATE OF SHARES

60. Numbering of sh rres.- Every share in a company having a share capital shall be
disringuished by its distinctivr number:

Provided that nothing in this section shall apply to a share held by a person whose name
is cntered as holder of beneficial interest in such share in the records of a c€ntral depository
system.

61. Nature of shares or olher securities.-The shares or other securities of any member
in a company shall be movablr property transferable in the manner provided by the articles ofthe
comPany.

62. Shares certificat(, to be evidence.- (l) A certificate, if issued in physical form
under common seal of the company or under official seal, which must be facsimile of the
company's common seal, or ir;sued in book-entry form, speciling the shares held by any person
or shares held in central depos itory system shall be prima locie evidence of the title of the person
to such shares.
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(2) Notwithstanding an)4hing contained rn the articles of a company, the manner of issue
of a cenificate of shares, the form of such certificate and other mafters shall be such as may be
specified.

SPECIAL PROVISIONS AS TO DEBENTURES

53. lssue of debentures.- (l) A company may issue different kinds of debentures
having different classes, righs and'privileges as may be specified.

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

64. Paymert of certain debts out of asscts subject to lloatirg charge in priority to
claims under the chargc.-< l) Where either a receiver is appointed on behalf of the holders of
any debentures ofa company secured by a floating charge, or possession is taken by or on behalf
of these debenture holders of any properry comprised in or subject to the charge, then, if the
company is not at the time in course of being wound up, the debts which in every winding up are
under the provisions of Part-X 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 or other
person taking possession as aforesaid in priority to any claim for principal or interest in respect
ofthe debentures.

(2) The periods of time mentioned in the said provisions of Part-X shall be reckoned from
the date of the appointment of the receiver or of possession being taken as aforesaid, as th€ case
may be.

(3) Any payments made under sub-section (l) shall be recouped, as far as may be, out of
the assets of the company available for payment ofgeneral creditors,

65. Powers and liabilities of trustee.-{l ) The trustee nominated or appointed under the
trust-deed for securing an issue of debentures shall, if so empowered by such deed, have the righl
to sue for all redemption monies and interest in the following cases, namely-

(a) where the issuer 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 tlereon, in the marmer provided on the due date;

(b) where by any cause other than the wrongful act or 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 reasonable
opportunity of providing funher 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 ofany wrongful act or default on the part ofthe 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
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without disturbance by the issuer or any person claiming under a title superior
to that oflhe issuer.

(2) Where a suit is brrught under clause (a) or clause (b) ofsub-section (l) the Coun may
at its discretion stay the sut and all proceedings therein not\.\'ithstanding any contract to the
ccntrary, until the trustee has exhausted all his available remedies against the mortgaged properry
or what remains of it unless the trustee abandons his securitv and. if necessary, retransfers the
mortgaged property.

(3) Notwithstanding m),thing contained in sub-sections (l) and (2) or any other law for
the time being in force, the .rustee or any person acting on his behalf shall, if so authorised by
the trust-deed, sell or concur in selling, without intervention ofthe Court, the mongaged property
or any pa thereof in default of payment according to re-payment schedule of any redemption
anrount or in the payment of any accrued interest on the due date b! the issuer.

Explanation-- "lssrier" for the purpose of thrs section. shall mean the company issuing
debentures and securing the same by morlgage of ils properties or assets. or both its prop€rties
ard assets, and appointing a lrustee under a trust-deed.

(4) Subject to the provisions of this section, any provision contained in a ftust-deed for
securing an issut! of debentures, or in any contract with the holders of debentures secured by a
tnLst-deed, shall be void in so far as it would have the effect ofexempting a trustee thereof fiom,
or indemniling him against, liability for breach of trust, where he fails to show the degree of
care and diligence required ,rf him as trustee, having regard to the proyisions of the trust-deed
conforring on him any power, authority or discretion.

(5) Sub-section (4) shall not invalidate-

(a) any release otherwise validly given in respect of any act or omission by a
trustee belore the giving ofthe release; or

(b) any provision enabling such a release to be given-

(i) on the ag'eement thereto ofa majority ofnot less than three-fourths in value
of the debenture-holders present and voting in person or, where proxies are
permitted. by proxy, at a meeting summoned for the purpose; and

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

(6) Sub-section (4) shrll not operate-

(a) to invalidate any provision in force immediately before the commencement of
this Act, s,) long as any person then entitled to the benefit of that provision or
aflerwards given the benefir thereof under sub-section (7) remains as trustee
ofthe deec in question; or

(b) to deprive any person of any exemprion or righr to be indemnified in respect
ofany act tr omission by him while any such provision was in force.
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(7) While any trustee ofa trust-deed remains entitled to the benefit or provision saved by
sub-section (6), the benefits ofthat provision may be given either-

(a) ro all trustees ofthe 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 three-fourths in value of the debenture-
holders present in person or, where proxies are permitted, by proxy, at a meeting called for the
purpose in accordance with the provisions ofthe deed or, if the deed makes no provisions for
calling meetings, at a meeting called for the purpose in any manner approved by the Coun.

66. lssue of securities and redeemable capital not based on interest.- (l) A
company may by public offer or, upon terms and conditions contained in an agreement in
writing, issue to one or more scheduled banks, financial institutions or such other persons as.ue
notified for the purpose by the Corrmission either severally, jointly or through their syndicate,
any instrument in the nature of redeemable capital in any or several forms in consideration of
funds, moneys or accommodatioos received or to be received by the company, whether in cash
or in specie or against any promise, guar:rntee, undertaking or indemnity issued to or in favour of
or for the benefit ofthe company.

(2) ln particular and without prejudice to the generality ofthe forgoing provisions. the
agreement referred to in sub-section (l) for redeemable capital may provide for, adopl or include,
in addition to others, all or any ofthe following matters, namely-

(a) mode and basis of repalment by the company of the amount invested in
redeemable capital within a certain period of time;

(b) arrangement for sharing ofprofit and loss;

(c) creation of a special reserve called the "participation reseryes" by the
company in the manner provided in the agreement for the issue of
participatory redeemable capital in which all providers of such capital shall
participate for interim and final adjustment on the maturity date in accordance
with the terms and conditions ofsuch agreements ; and

(d) in case olnet loss on participatory redeemable capital on the date of malurity,
the right of holders to conven the outstanding, balance of such capital or part
thereof as provided in the agreement into ordinary shares of the company at
the break-up price calculated in the specified manner.

(3) The terms and conditions for the issue of instruments or certificates of redeemable

capital and the rights of their holders shall not be challenged or questioned by the company or
any of its shareholders unless repugnant to any provision of this Act or any other law or the
memorandum or articles or any resolution ofthe general meeting or directors ofthe company or
any other document.

. (4) The provision of this Act relating to the creation, issue, increase or decrease of the
capital shall not apply to the redeemable capital.



ALLOTMENT

67, Application for, alld allotment of, skares aDd debentures. {1) No application for
allotment of shares in and debentures of a company in pursuance of a prospectus shall be made
for rhares or debentures of lesr than such nominal amount as lhe Commission may, from time to
tim(r, speciry, either generaily or in a particular case.

(2) The Commission nray specr| the form of an application for subscription to shares in

or debentures of a company rvhich may, among other matters, contain such declarations or
verifications as it may, in the Fublic inlerest, decm necessary; and such form then shall form part
ofthe prospectus.

(3) AII certificates. statrments and declarations made by rhe applicant shall be binding on
him

(4) An application For :;hares in or debentures of a company which is made in pursuance

ofa prospectus shall be inevocable.

(5) Whoever contraven ls the provisions of sub-section (l) or sub-section (2), or makes an
inc(,rrect statement, declaratioll or verification in the application for allotment of shares, shall be

liable to a penalty of level 2 on the standard scale.

68. Repayment of m(ney received for shares not allotted.- (l) Where a company
issues any invitation to the prrblic to subscribe for its shares or other securities, the company
shall refund the money in the ( ase ofthe unaccepted or unsuccessful applications within the time
as nray be specified.

(2) tf the refund required by sub-section (l) is not made within the time specified, the
directors ofthe company shall be jointly and severally liable to repay that money with surcharge

at tlle rate of two percent for every month or part thereof from the expiration ofthe fifteenth day
and. in addition, shall be liable to a penalty of level 3 on the standard scale.

69, Allotment of shar)s and other securities to be dealt ir on securities exchange,-
(l) Where a prospectus, whether issued generally or not, states that application has been or will
be rnade for permission for the shares or other securities offered thereb! to be dealt in on the
securities exchange, any allotnrent 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 ofthe prospectus or if the permission has not been granted betbre the expiration of
twer)ty-one days. from the date of the closing of the subscription lists or such longer period not
exceeding forty-two days as nay, within the said twenty-one days, be notified to the applicants
for permission by the securitie! exchange.

(2) Where the permission has not been applied for or has not been granted as aforesaid,
the company shall forthwith |epay without surcharge all money received from applicants in
pursuance of the prospectus, end, if any such money is not repaid within eight days after the
company becomes liable to re|ay it, the directors of the company shall be jointly and severally
liable to repay that money frorn the expiration of the eighth day together with surcharge at the
rate of two percent for every nonth or part thereof from the expiration of the eighth dav
and in addition, shall be liabl: to a penaltv oflevel 3 on 1lre standard .,..',,
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(3) All moneys received as aforesaid shall be deposited and kept in a separate bank
account in a scheduled bank so long as the company may become liable to repay it under sub-
section (2); and, if default is made in corr,plying with this sub-section, the company and every
officerofthe company who authorises or permlts the default shall be Iiable to a penalty of level 2

on the standard scale.

(4) For the purposes ofthis section, permission shall not be deemed to be reftrsed if it is

intimated that the application for it, though not at present granted, will be given further
consideration.

(5) This section shall have effect-

(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 ofthe
prospectus; and

(b) in relation to a prospectus offering shares for sale with the following
modifications. that is to say-

(i) reference to sale shall be substituted for reference to allotsnent;

(ii) the person by whom the offer is made and not the company, shall be liable
under suLsection (2) to repay the money received from applicant, and reference
to the company's liability under.that sub-section shall be construed accordingly;
and

(iii) for the reference in sub-section (3) to the company and every officer of the
company there shall be substituted a reference to any person by or through
whom the offer is made and who authorises or permits the default.

70. Returl as to allotmerts.- (l) Whenever a company having a share capital makes
any allotment of its shares, the company shall, within forty-five days thereafter-

(a) 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 cach allottee, and the amount paid on each share; and

(b) in the case of shares allotted as paid up in cash, submit along with the retum of
allotment, a report from its auditor to the effect that the amount ofconsideration has

been received in full by the company and shares have been issued to each allottee:

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

(c) in the case of shares allotted as paid up otherwise than in cash, submit along with
the retum ofallotment, a copy ofthe document evidencing the transfer of non-cash
asset to the company, or a copy of the contract for technical and other services,
intellectual property or other consideration, along with copy of the valuation report
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(verified in the srecified manner) for registration in respect of which that allotment
was made;

(d) file with the regirttrar-

(i) in the cdse of bonur shares, a return stating the number and nominal anount of such
shares comprised in the allotment and the particulars of allotlees together with a copy
ofthe resolution autlrorising the issue ofsuch shares;

(ii) in the case of issue of shares at a discount, a copy of the resolution passed by the
' company authorising such issue and where the maximum rate of discount exceeds ten

per cent, a copy of the order of the Commission permitting the issue at the higher
percentage.

Explanalion. Sharr:s shall nor be deemed to have been paid for in cash except to the
extent that the company shall actually have received cash therefor at the time of, or subsequent
to. the agreement to issue th€ 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 persons
norninated by him, the amorrot of any payment made for the property or services shall be

deducted from the amount of iny cash payment made for the shares and only the balance, ifany,
shall be treated as having been paid in cash for such shares, notwithstanding any bill of
exchange or cheques or other ;ecurities for money.

(2) lfthe registrar is s?tisfied that in the circumstances ofany particular case the period of
forry five days specified in sub-sections (l) for compliance with the requiremenls of this section
is inadequate, he may extend that period as he thinks fit, and, if he does so, the provisions ofsub-
sections ( l) shall have effect in that particular case as if for the said period of forty five days the
extended period allowed by the registrar were substituted.

(3) No retum 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 ofthis section shall be an offence liable to a penalty of level I on the
standard scale.

(5) This section shall apply mutqlis mulandis to shares which are allotted or issued or
der'med to have been issued .o a scheduled bank or a financial institution in pursuance of any
obligatron ofa company to issue shares to such scheduled bank or financial institution:

Provided that where riefault is made by a company in filing a retum of allotment in
respect ofthe shares refened to in this sub-section, the scheduled bank or the financial institution
to ,vhom shares have been allofted or issued or deemed to have been issued may file a retum of
allotment in respect of such rihares with the registrar together with such documents as may be
sp€cified by the Commission in this behalf, and such retum of allotment shall be deemed to have
ber'n filed by the company itsrlf and the scheduled bank the financial institution shall be entitled
ro r ecover from the company :he amounr of any fee properly paid by it to the registrar in respecl
of the retum-
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CERTIFICATE OF SHARES AND OTHER SECURITIES

71. Limitation of time for issue of certilicstes.- (l) Every company shall issue
certificates of shares or other securities within rhirty days aiter the allotment of any of its shares
or other securities and ensure delivery of the certificates to the person entitled thereto at his
registered address.

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

72. lssuance of shares in book-entry form.{l) After the commencement of this Act
from a date notified by the Commission, a company having share capital, shall have shares in
book-entry form only.

(2) Every existing company shall be required to replace its physical shares with book-
entry form in a manner as may be specified and fiom the date notified by the Commission,
within a period not exceeding four years from the commencement ofthis Act:

Provided that the Commissioo may notiS/ different dates for different classes of
companies:

Provided funher that the Commission may, if it deems appropriate, extend the period for
another two years besides the period stated herein.

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

73. Issue of duplicate certilicates. {l) A duplicate of a certificale 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 mutilated or tom is surrendered to the company

(2) The company, after making such inquiry as to the loss, destruction, defacement or
mutilation ofthe original, as it may deem fit to make, shall, subject to such terms and conditions,
ifany, as it may consider necessary, issue the duplicate:

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

(3) lf the company for any reasonable cause is unable to issue duplicate certificate, it
shall notrry this fact, along with the reasbns within twenty days fiom the date of the application,
to the applicant.

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

(5) If a company with intent to defraud, issues a duplicate certificate thereol the
company shall be punishable with fine which may extend to one hundrsd thousand rupees and
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every ollicer of the compan:, who is in default shall be punishable with imprisonment for a term
which may extend to one tundred and eighty days, or with fine which may extend to fifty
thousand rupees. or with bot r.

TRANSFER OF SHARES AND OTHER SECURITIES

74. Transfer ofshrrres and other securities. (l) An application for registration of
transfer of shares and other .ransferable securities along with proper instrument of transfer duly
stamped and executed by the transferor and the transferee rnay be made to the company either by
the t ansferor or the transfe.ee, and subject to the provisions of this section, the company shall
within fifte€n days after the rpplication for the registration ofthe transfer ofany such securities.
complete the process and-

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

(b) enter in its regirter ofmembers the name ofthe transferee

Provided that in cast of conversion of physical shares and other transferable securities
into book-entry form, the c(,mpany shall, within ten days after an application is made for the
registration of the transfer ol any shares or other securities to a central depository, register such
trimsfer in the name ofthe central depository:

Provided further that nothing in this section shall apply to any transfer of shares or other
securities pursuant to a tansitction executed on the securities exchange.

(2) Where a transfer (leed is lost, destroyed or mutilated before its lodgment, the company
may on an application made )y the transferee and bearing the stamp required by an instrument of
tr.rnsfer, register the transfi)r of shares or other securities if the 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 indemnity as it may think fit.

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

(4) Every company sllall maintain at its registered office a register oftransfers of shares
and other securities and such register shall be open to inspection by the members and supply of
copy thereof in the manner strted'iD section 124.

(5) Nothing in sub-se(lion (l) shall prevent a company from registering as shareholder or
other securities holder a person to whom the right to any share or security of the company has
been fansmitted by operation of law.

(6) Any violation of :his section shall be an offence liable ro a penalty of level 2 on rhe
standard scale.
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75. Board noa to refuse transfer of shares.-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 days or, where the ransferee is a central
depository, within five days from the date on which the instrument of transfer was lodged with it
notiry the defect or invalidity to the transferee who shall, after the removal of such defect or
invalidiry, be entitled to reJodge the tmnsfer deed with the company:

Provided further that the provisions ofthis 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. Restrictiol on transfer of shares by the members of a private company. (l)
Notwithstanding an),thing contained in section 75, a member of a private company desirous of
selling any shares held by him, shall intimate to the board ofhis intention through a notice.

(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 accordance with its
articles of association and agreernent among the shareholders, if any, entered ioto 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 ofthe commencement of this Act.

(3) The letter of offer for sale speci$ing the number of shares to which the member is
entitled, price per share and specirying the time limit, within which the offer, ifnot accepted, be
deemed as declined, shall be dispatched to the m€mberc through registered post or courier or
through electronic mode.

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

(5) lf 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 ofthis section, the mechanism to d€termine the price of shares shall
be such, as may be specified.

77. Notice of refusal to transfcr.--{l ) If a company refiJses to register a fansfer ofany
shares or other securities, the company shall, within fifteen days after the date on which the
instrument of transfer was lodged with the company, send to the kansferee notice of the refusal
indicating rcasrrns for such refirsal:

Provided thlt l'ailure of the company to give notri,: ,'f refusal after the expiry of the
period mentioned ir ilr r\ ' .ciion u srction 75, shall be deemed refusal of transfer.

(2) Aoy violation of this sccLion shall be an offence liable to a penalty of level 2 on the

standard scale.
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78. Transfer to suc lessor-in-ir terest.-The shares or other secu ties ofa deceased

mr:mber shall be transfened,rn application duly supported by succession certificate or by lawful
au'ard, as the case may be, in favour ofthe successors to the extent of their interests and their
names shall be entered in the register ofmembers.

79. Transfer to nomi[ee of a deceased member.-{l) Notwithstanding an}'thing
contained in any other law fcr the time being in lorce or in any disposition by a member of a
company of his interest repr)sented by the shares held by him as a member of the company, a
person may on acquiring intlrest in a company as member, represented by shares, at any lime
afier acquisition of such inte. est deposit with the company a nomination conferring on a persoo
tho right to protect the intererit of the legal heirs in the shares ofthe deceased in the event of his
death, as a Eustee and to facilitate the transfer ofshares to the legal heirs ofthe deceased subject
to succession to be determinrd under the lslamic law of inheritance and in case ofa non-Maslirz
rnombers. as per their respective law.

(2) The person nomirated under this section shall. after the death of the member, be

deemed as a member of cornpany till the shares are translened to the legal heirs and if the
deoeased was a direcror of tle company, not being a listed company, the nominee shall also act
as director ofthe company to protect the interest ofthe l:gal heirs.

(3) The person to be nominated under this section shall not be a person. other than the
relatives ofthe mernber- nam:ly, a spouse, fath€r, mother, brother, sister and son or daughter.

(4) The nonination x aforesaid, shall in no way prejudice the right of the member
miking 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 ,hares owned by the said member on
the day ofhis death.

80. Appeal against refusel for registration of transfer.-{l) The transferor or
transferee, or the person wh,r gives intimation of the rransmission by operation cf law, as the
case may be, aggrieved by the refusal of transfer under section 75 ro 79 r'],ay appeal to the
Cc,mmission within a period rrf sixty days of the date of refusal.

(2) The Commission shall, provide opportunity of hearing to the parties concemed and
mrLy, by an order in writing. direct that the transfff or transmission should be registered by the
company and the company srall give effect to the decision within fifteen days ofthe receipt of
tho order.

(3) The Commission may, in its aforesaid order, give such incidental and consequential
directions as to the payment ( fcosts or otherwise as it deems fit.

(4) If default is made in giving effect to the order of the Commission within the period
spr:cified in sub-secrion (2), every direcror and otlcer ofthe company shall be liable to a penalty
of level 3 on the standard sca e.
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COMMISSION, DISCOT]NT AND PREMIUM

81. Application of premium received on issue of shares. (l) If a company issues

shares at a premjum. wheth€r for cash or otherwise. a sum equal to the aggregate amounl or the
value of the premiums on those shares must be transferred to an account, called "the share
premium account".

(2) Where. on issuing shares, a company has transfened a sum to the share premium
account- il may use that sum to write off-

(a) the preliminary expenses ofthe company;

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

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

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

82. Power to issue shares at a discoun(.-<l) Subject to the provisions ofthis section, it
shall be lawful for a company to issue shares in the company at a discount:

Provided that-

(a) the issue of shares at a discount must be authorised by special resolutioh passed rn the
general meeting of the company;

(b) the resolution must sp€ciry the humber of shares to be issued, rate of discount, not
exceeding the limits permissible under this section and price per share proposed to be
issued:

lc) in case of listed companies discount shall only be allowcd if the market price is lower
than the par value of the shares for a continuous p€riod of past ninety tading days
immediately preceding the date ofannouncement by the board; and

(d) the issue of shares at discount must be sanctioned by the Commission

Provided funher that approval ofthe Commission shall not be required by a listed
company for issuing shares at a discount if the discounted price is not less than ninelv
percent ofthe par value;

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

(i) in case oflisted companies, ninety percent ofvolume weighted average daily closing
price ofshares for ninety days prior to the announcement of discount issue; or
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(ii) in case ofother tran listed companies. the breakup value per share based on assets
(revalued not latc 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) ofclause (e) above, shall be certified by the statutory auditor:

(0 directors and sponson of listed companies shall be required to subscribe their portion of
proposed issue at vohrme weighted average daily closing price of shares for ninety days
prior to the announcerrent of discount issue;

(g) not less than three yeirs have elapsed since the date on which the company was entitled
to commence business:

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

(2) Where a company has passed a special resolution authorising the issue of shares at a
discount, it shall apply to th€ 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 do, make an order sanctioning the issue ofshares at discount subject to such
terms and conditions as it deems fit.

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

(4) Every prospectus relating to the issue of shares, and every statement of financial
position issued by the compary subsequent to the issue ofshares, shall contain particulars of the
discount allowed on the issue ofthe shares.

(5) Any violation of (his section shall be an offence liable to d penalty of level 3 on the
standard scale.

t3. Further issue of capital.-(l ) Where the directors decide to increase share capital
ofthe company by issue of frrther share capital, such shares shall be offered:

(a) to persons who, at tre date of the offer, are members of the company in proportion to
the existing shares held by sending a lefter ofoffer subject to the following conditions,
namely-

(i) the shares so oflered shall be strictly in proportion to the shares already held in
respective kinds arnd classes,

(ii) the lener of offer shall state the number of shares offered and limiting a time not
being less than fi teen days and not exceeding thirty days fiom the date of the offer
within which the offer, ifnot accepted, shall be deemed to have been declihed;

(iii) in the case of a listed 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 tht dale ofexpiry staled in thc lener ofoffer: and
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(iv) if the whole or any pan of the shares offered under this section is declined or is not
subscribed, the directors may allot such shares in such manner as they may deem fit
rvithin a period of thirty days from the clos€ of the offer as provided under sub-
clause (ii) above or within such extended time not exceeding rhiry day with the' approval ofthe Commission:

Provided that a prrblic company may reserve a cenain percentage of further
issue for its employees under "Employees Stock Option Scheme" to be approved by
the Commission in accordance with the procedure 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 ofa special resolution either for cash or for a consideration other than.cash:

Provided that the value of non-cash asset, service, intellectual property shall be
determined by a valuer registered by the Commission.

(2) The letter of offer referred to in sub-clause (ii) ofclause (a) of suLsection (l) duly
signed by at least two directors shall be dispatched throuCh registered post or courier or through
electronic mode to all the existing members. ensuring that it reaches the members before the
commencement ofperiod for the acceptance ofoffer.

(3) A copy ofthe letter ofoffer, referred to in sub-section (2) shall, simultaneously wirh
the dispatch to the members, be sent to the registrar.

(4) Notwithstanding anything contained in this section, where loan has been obtained
from any Govemment by a public sector company, and if that Govemment considers 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 Govemment to be just and reasonable in the circumstaflces of the case even if the terms
ofsuch loan does do not include the option for such conversion,

(5) In determining the terms and conditions of conversion under suLsection (4), the
Govemment shall have due regard to the financial position of the public sector company, the
terms ofthe 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 articles, where the authorised capital of a company is fully
subscribed, or the un-subscribed capital is insufficient, the same shall be deemed to have been

increased to the extent necessary for issue of shares to the Govemment, 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 sub-section (6), the company shall be required
to file the notice of increase in share capital along with the fee prescribed for such increase with
the registar 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 authorised capital under this Act as well as the fee to be
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scheduled bank or the financiel institution to whorn shares have been issued may file notice of
suct increase with the registrar and such notice shall be deemed to have been filed by the

company itself and the Goverlirent, 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

incrsase.

(8) Any violation of th s section shall be an oifence liable to a penalty of level 2 on the
stan,lard scale.

INVITATION OF DEPOSITS

84. Prohibition or acceptance of deposits from public.- (l) On and after the
commencement ofthis Act, no company shall invite, accept or renew deposits from the public:

Provided that nothing ir this sub-section shall apply to a banking company and such other
company or class ofcompanies or such deposits as the Commission may, notiry in this behalf.

Explonation. For the purposes of this section, "deposit" means any deposit of money
with, and includes any amounl 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 an

advance against sale ofgoods cr provision ofservices in the ordinary course ofbusiness.

(2) Where a company a{;cepts or invites, or allows or causes any other person to accept or
invite on its behall any deposit, the company shall be punishable-

(a) where such corLtravention relates to the acceptance of any deposit, with penalty
which shall not be less than the amounr ofthe deposit so accepted; and

(b) where such contravention relates to the inyitation for any deposit, shall be liable
to a penalty of level 3 on the standard scale.

(3) In addition to the line on the company under sub-section (2), every ofiicer of the
company which is in default.sh rll be punishable with imprisonment for a term which may extend
to tu'o years and shall also be lirble to fine which may extend to five million rupees.

E5. . Power of compan) to alter its share capital.- ( I ) A company having share capital
may. if so authorised by its ar.icles, alter the conditions of its memorandum through a special
resolution, so as to-

(a) increase its author sed capital by such amount as it thinks expedienu

(b) consolidate and diride the whole or any part of its share capital into shares oflarger
amount than its ex Lsting shares;

(c) sub-divide its shar:s, or any ofthem, into shares ofsmaller 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 rrgreed to be taken by any person, and diminish the amount of its
share capital by thr: amount ofthe share so cancelled:
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Provided that. in the event of consohdation or sub-division of shares, the rights attaching
to the ne\r shares shall be strictly proportional to the rights attached to the previous shares so
consol idated or sub-diviJed:

Provided further that. where 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 rank gtri pass,.r with 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 subs€quent to rhe date of issue of
such new shares.

(3) A cancellation of shares in pursuance of sub-section ( I ) shall not be deemed to be a

reduction of share capital within the meaning of rhis Act.

(4) The company shall file with the registrar notice ofthe exercise ofany power referred
to in sub-section ( I ) within fifteen days from the exercise thereof.

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

86. Prohibitiotr of purchase by company or givirg of loans by it for purchasc bf its
shares. (l) No company having a share capital, other than a lisled 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 finaocial 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 eompany or in
its holding company.

(3) Nothing in sub-section (2) shall apply to-

(a) the lending of money by a banking company in the ordinary course of its
business;

(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
Shares in the company or its holding company, if the purchase of, or the
subscription for, the shares held by a trust for the benefit ofthe employees or
such shares held by the employee ofthe company;

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 rhe
company, but excludirg all directors ofthe company, for purchase of shares of
the company or of its subsidiary or holding company.

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

E7. Subsidiary conrpany not to hold shares in its holding company. -- (1) No
company shall, either by itself or through its nominees, hold any shares in its holding company
and no holding company shall allot or transfer its shares to any of its subsidiary companies and

any such allotment or transfer ofshares ofa company to its subsidiary company shall be void:

Provided that a subsidiary shall not be baned-

(a) fiom acting as a trustee uoless its holding company is beneficially interested
under the lrust; and

(b) fiom dealing in shares of its holding company in the ordinary course of its
business, cn behalfof its clients only subject to non-provision ofany financial
assistance where such subsidiary carries on a bona fide business ofbrokerage:

Provided further that rr subsidiary dealing in shares of its holding company in the ordinary
course of its brokerage businrss, shall not exercise the voting rights attached to such shares.

Provided also that the provisions ofthis section shall not be applicable where.such shares

are held by a company by opt ration of law.

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

standard scale.

E8, Power of a company to purchase its own shares.- (l) Notwithstanding an}{hing
contained in this Act or any other law, for the time being in force, or the memorandum and
articles, a listed company nay, subject to the provisions of this section and the regulations
spccified in this behalf, purchase its own shares.

(2) The shares purchised by the company may, in accordanc€ with thc provisions of this
ser:tion and the regulations, either be cancelled or held as teasury shares.

(3) The shares held by the company as treasury shares shall, as long as they are so held,
in addition to any other conditions as may be specified, be subject to the following conditions,
nanely-

(a) the voting rights ofth(se shares shall remain suspended; and

(b) no esh dividend shall be paid and no other distribution, whether in cash or othenvise of
the company's assets, including any distribution of assets to members on a winding up
shall be made to the c(,mpany in respect ofthese shares:

Provided that nothing n this sub-section shall prevent-

(a) an allotment of shares as firlly paid bonus shares in respect ofthe treasury shares; and

(b) the payment of any anlount payable on the redemption ofthe treesury shares, if they are
redeemable.
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(4) The board shall recommend to the members purchase of the shares. The decision of
the board shall clearly specify the number of shares proposed to be purchased, purpose of the
purchase i.e. cancellation or holding the sharqs as treasury shares, the purchase price, period
within which the purchase shall be made, source of funds, justification for the purchase and

effect on the financial position ofthe company.

(5) The purchase ofshares shall be made only under autiority ofa special resolution

(6) The purchase ofshares shall be made within a period as specified in the regulations

(7) The proposal of the board to purchase shares shall, on conclusion of the board's
meeting, be communicated to the Commission and to the securities exchange on which shares of
the company are listed.

(8) The purchase of ihares shall always be made in cash and shall be out of the
distributable profits or reseryes specifically maintained for the purpose.

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

( I0) The company may dispose ofthe treasury shares in a manner as may be specified

( I l) Where a purchase of shares has been made under this section, the company shall
maintain a register ofshares so purchased and enter thereiD the following particulars, namely-

(a) number of shares purchased;

(b) consideration paid for the shares purchased;

(c) mode ofthe purchase;

(d) the date ofcancellation or re-issuance ofsuch shares;

(e) number ofbonus shares issued in respect oftreasury shares; and

(f) number and amount o f treasuqtshares redeemed, ifredeemable

(12) Any violation ofthis section shall be an offence liable to a penalty of level 3 on the

standard scale and shall also be individually and severally liable for any or all losses or damages

arising ou( ofsuch contravention.

REDUCTION OF SHARE CAPITAL

89. Reduction of share capitrl.- Subject to confirmation by the Court a company
limited by shares, if so authorised by its articles, may by special resolution reduce its share

capital in any way, namely



56

(a) cancel any paid-up share capit3l which is lost or un-represented bl,available
aSsets:

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

90. Objection by creditors and settlcmena of list of objecting creditors.- ( I ) Where
ttre proposed reduction ofshare capital involves r the payment to any shareholder ofany paid-up
share capital, and in any other case if the Court so directs, every creditor of the company who rs

er)titled to any debt or claim shall be entitled to object to the reduction.

(2) The Court shall senle a list ofcreditors so entitled to object, and for that purpose shall
ascertain, as far as possiblr without requiring an application liom any creditor, the names of
those creditors and the natrrre and amount of their debts or claims, and may publish notices
fixing a period within whicl, creditors not entered on the list are to claim to be so entered or are
to be excluded fiom the righr ofobjecting to the reduction.

91. Power to distense wiah consent of creditor on security being given for his
debt,- 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
consent ofthat creditor, on rhe company securing payment of his debt or claim by appropriating
as lhe Court may direct, the lollowing arnount, that is to say-

(a) ifthe company admits rhe full amount of his debt or claim, or, though not admifting it, is
willing to provide fo'it, then the full amount ofthe debt or claim; and

(b) if the company does not admit or is not willing to provide for the lull amount ofthe debt
or claim. or if the arnount is contingent or not ascertained. then an amount fixed by the
Court afler the like inquiry, and adjudication as if the company were being wound up by
the Coun.

92. Order confirming reduction.- lf the Coun is satisfied with respect to every
creditor of the company who under this Act is entitled to object to the reduction that either his
consent to the reduction has been obtained or his debt or clarm has been discharged or has been

determined or has been secrrred, the Court may nrake an order confirming the reduction on such
tcrms and conditions as it thinks fit.

93. Registration pf order of reductio[. --{l) The registrar on the filing with him of a

certified copy of order of th,-'Court confirming the reduction of the share capital ofthe company.
shall register the same.

(2) A resolution for reducing share capital as confirmed by an order of the Court
r,:gistered under sub-section ( I ) shall take effect on such registration and not before.

(3) l'he registrar slrall cenify under his hand the registration of the order and his
certificate shall be conclusive evidence that all the requiremcnts of this Act with respect to
rqduction of share capital hrrve been complied with, and that the share capital of the company is
srch as is stated in the order.
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94. Liabilit"v of members in respect of reduced shares. {l) A member of the
company, past 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, on the share 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
reducticn of share capital. is, by reason ofhis ignorance ofthe proceedings for reduction, or of
their nature and effed with respect to his claim not gntered 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 Coun. to pay the amount ofhis debt or claim, then-

(a) every person who was a member of the company at the date of the registration of the
order for reduction shall be liable to conribute for the payment of that debt, or claim an
amount not exceeding the amount which he would have been liable to conrribute if the
company had commenced to be wound up on the day before thal 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 accordingly a list of persons so

lrable to contribute, and make and enforce calls and orders on the contributories senled
on the Iist as ifthey were ordinary contributories in a winding up.

(2) Nothing in this section shall effect the rights ofthe contributories among themselves.

95. Penalty on concealment of name of creditor.-If any oflicer 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 creditor, or if any officer of the company abes
any such concealment or mlsrepresentation 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, or with both.

96. Publication of reasons for reduction.- In the case of reduction of share capital,
the Court may require the company to publish in the manner specified by the Coun the reasons
for reduction, or such other information in regard thereto as the Court may think expedient with a

view ro giving proper information to the public, and, ifthe Court thinks frt, the causes which led
to the reduction.

97. lncrease and reduction of share capital in case of a company limited by
guarantee having a shsre capital.-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 increase or reduce

its share capital under the provisions of this Act.

UNLIMITED LIABILITY OF DIRECTORS

9t. Limited compsDy may have directors with unlimited liability.-<l) In a limited
company, the liability of the directors or of any director may, if so provided by the

memorandum, be unlinrited.

(2) In a limited company in which the liabiliry of any director is unlimited, the directors

ofthe compary, ifany, and the member who proposes a person for election or aPPointment to the
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ofi'ice of director, shall add lo that 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 ofthem shall,
before that person accepts th,: office or acts therern, give him notice in writing that his liability
will be unlimited.

(3) Any violalion ofthis section shall be an offence liable to a penalty of level I on the
standard scale and shall also be liable for any damage which the person so elected or appointed
may sustain from the default, but the liabiliq" of the person elected or appointed shall not b€
afl'ected by the default.

99. Special resolutiou of limited company making lirbility of directors unlimited.-
A limited company, if so ruthorised by its articles, may, by special resolution, alter its
memorandum so as to render rnlimited the liability of its directors or of any director;

Provided that an alt(ration of the memorandum making the liability of any of the
directors unlimited shall not Epply, without his consent, to a director who was holding the office
fiom before the date ofthe alt3ration, until the expiry ofthe term for which hc was holding office
on that date.

PART VI

REGISTR,\TION OF MORTGAGES, CHARGES,++E

100. Requiremenl to register a mortgage or chrrge.- (l) A company that creates a

mortgage or charge to which this section applies must file the 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 evidenced, with the registrar for
registration within a period ofthifty days beginning with the day after the date of its creation:

Provided that-

(a) in the case of a mongage or charge created out of Pakistan comprising solsly property
situated outside Pakistan, thirty days after the date on which the instrument or copy
could, in due course olpost, and ifdispatched with due diligence, have been received in
Pakistan shall be subslituted for thirty days after the date ofthe creation ofthe mongage
or charge as the time rvithin which the paniculars 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 creat:ng or purporting to create the mortgage or charge
verified in the specifie,l manner may be filed for registration notwithstanding that firrther
proceedings may be necessary to make the mortgage or charge valid or effectual
according to the law of the country in which the property is situate:

Provided further that any subsequent registration of a mortgage or charge shall not
prejudice any right acquired ir respecr ofany property before the mortgage or charge is actually
registered.
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(2) This section applies to the following charges-

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

(b)

(c)

(d)

a mortgage or charge for the purposes ofsecuring any issue ofdebentures;

a mortgage or charge on book debts of the company;

a floating charge on the undertaking or property of the company, including
stock-in-trade; or

(e)

(0

(e)

(h)

a charge on a ship or aircraft, or any share in a ship or aircraft;

a charge on goodwill or on any intellectual property;

a mongage or charge or pledge, on any movable property ofthe company;

a mortgage or charge or other interest, based on agreement for the issue ofany
instrument in the nature ofredeemable capital; or

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

Provided that where a negotiable instrument has been given to secure the payment of any
book debts ofa company, the deposit ofthe instrument for the purpose ofsecuring an advance to
the company shall not for the purpose of this suFsection b€ treated as a mortgage or charge on
those book debts.

Explapalion.-Fot the purposes of this Act "charge" includes mortgage or pledge

(3) The registrar shall, on registation ofa mortgage or charge under sub-section (l) issue
a certificate of registration under his.signatures or authenticated by his official seal in such form
and in such manner as may be specifidd.

(4) The provisions of this section relating to registration shall apply to a company
acquiring any property subj€ct 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 sub-section (l ) and a certificate of registration of
such charge is given by the registrar under sub-section (3).

(6) Nothing in sub-section (5) shall prejudice any conhact or 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,
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urrdertakings or part thereofrrr any share or interest therein shall be deemed to have notice ofthe
mcngage or charge from the date ofsuch registration.

l0l. Particulars in,:rse ofseries ofdebentures entitling holdeE pqripaJsrl.- Where
a series ofdebentures containing, or giving by reference to any other instrument, any charge to
the benefit of which the debenture-holders of that series are ertitled pdrt pas.rr is created by a

cr,mpany, it shall be sufficierrt for the purposes ofsection 100 ifthere are filed with the registrar
wrthin thirty days after the,rxecution ofthe deed containing the charge or, if there is no such
deed, after the execution ofany debentures ofthe series, the following particulars, narnely-

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

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

(c) a general description ofthe property charged: and

(d) the names ofthe trustees, ifany, for the debenture-holders,

together with a copy of the d led verified in the specilied 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 fi)r entry in the register particulars ofthe date and amount ofeach
issue, but an omission to do lhis shall not affect the validity ofthe debentures issued.

102. Register of cha rges to be kept by registrsr.- ( I ) The registrar shall, in respect of
every company, keep a register containing particulars 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 ofsuch fees as may be prescribed.

103. lndex to re[iister of mortgages and charges.-The regisftar shall keep a

chronological index, in the form, containing such particulars, as may be specified, of the
mortgages or charges registe-ed with him under the company law.

104. Endorsement of certificate of registrstion on debenture or certilicate of
dcbenture stock.-The conrpany shall cause a copy of every certificate of registration given
under section 100 to be endr)rsed on every debenture or ceftificate of debenture stock which is
issued by the company, and the payment of which is secured by the mortgage or charge so
registered:

Provided that in case the certificate of debenture or debenture stock is issued in the book-
entry form, appropriate disc osure in pursuance of this section shall be made in the manner as
may be specified:

Provided funher that nothing in this section shall be construed as requiring a company to
cause a certificate of registrlion of any mongage or charge so given, to be endorsed on any
debenture or certificate of debenrure stock which has been issued by the company before the
m,)rtgage or charge was created-
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105. Duty of company end right of irter€sted party as regards registratior. (l) It
shall be the duty ofa company to file with the registar for registration the specified particulars 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 ofany such mortgage or charge may be
effected on the application ofany person interested therein.

(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. Modilication in the particulars of mortgage or chsrgc.- 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 particulars of such
modification together with a copy of the instrument evidencing such modification verified in the
specified manner, and the provisions of this Part as to registration of mortgage or charge shall
apply to such modification ofthe mortgage or charge as aforesaid.

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

loE. Rectilication of register of mortgsgcs.-{t) The Commission on being satisfied
that-

(a) the omission to file with the registrar the paniculars of any mortgage or charge or
any modificarion therein within the time required by section 100 or l0l, as the case

may be; or

(b) the omission or misstatement ofany panicular with respect to any such mortgage or
charge;

was accidental or due to inadvertence or to some 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 ofthe company or any peBon interested
and, 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 th€ case may b€, that the omission or
misstatement be rectified, and may make such order as to the costs ofthe application as it thinks
fit.

(2) A copy of the order passed under this section duly cenified by the Commission or its
authorised officer shall be forwarded to the concemed registrar within seven days from the date
ofthe 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 concemed prior to the
time when the mortgage or charge is actually registered.
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109. Company to report satisfaction of chargc.- (l) A company shall give
intimation to the registrar in lhe manner specified, ofthe payment or satisfaction, in full, ofany
mortgage or charge created by it and registered under this Part, within a period of thirty days

from the date ofsuch payment or satisfaction.

(2) The registrar shall. on receipt of intimation under sub-section ( l), caus€ a notice to be

sent to the holder ofthe mort8age or charge calling upon him to show cause within such time not
exceeding fourteen days, as rr ay be specified in such notice, as to why payment or satisfaction in
full shall not be recorded as irtimated to the registrar, and if no cause is shown, by such holder of
the mortgage or charge, the r3gistrar shall accept the memorandum of satisfaction and make an

enlry in the register of charge$ kept by h im under section 102:

Provided that the notice referred to in this suusection shall not be required if a no
objection certificate on behal' of the holder of the mortgage or charge is fumished, along with
the intimation to be submitted under sub-section (l ).

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

(4) Nothing in this se(tion shall be deemed to affect the powers of the registrar to make
an entry in the rcgisrcr ofcharges under section 102 or otherwise than on receipt ofan intimation
from the company.

(5) If a company fails to file the pafiiculars of satisfaction of mortgage or charge within
the period specified under tl)is section, the required particula$ may be submitted with the
additional fee, as may be spec fied and imposing the penalty as specified in this Part.

110. Power of regisr:rar to make entries of saaisfscaion and release in absence of
intimation from comprny.-The registrar may, on evidence being given to his satisfaction with
respect to any registered charge-

(a) 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 p:operty or undertaking charged has been released from the charge
or has ceased to lorm pan ofthe company's property or undertaking;

enter in the register of chargerr a memorandum of satisfaction in whole or in part, or of the fact
that part ofthe property or un,lertaking has been released fiom the charge or has ceased to form
pan of the company's propety or undertaking, as the case may be, and inform the parties
concemed, notwithstanding tlre fact that no intimation has been received by him fiom the
comPany.

lll. Punishmelt for contrsvcntiotr.-Any violation of this Part shall be an offence
liable to a penalty of level I on the standard scale.

ll2. Company's rqlster of mortgrges snd charges.-{l) Every company shall
maintain a register of mortgag ls and charges requiring registration under this Parq in such form
and in such manner as may be specified and any yiolation under this section shall be an offence
punishable under this Act.
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(2) The register of charges maintained under this section and the copies of instrument
creating any mortgage and charge or modification thereof, kept in pursuance of this part shall be
open to inspection of-

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

(b) any other person on payment of such fee as may be fixed by the 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 I on the standard scale, and every ofiicer of the company who knowingly authorises or
permits the refusal shall incur the like penalty, and in addition to tte aboye penalty, the registrar
may by order compel an immediate inspection ofthe copies or register.

(4) lfany officer ofthe company authorises or permits the omission ofany entry required
to be made in pursuance of sub-section (t), shall be liable to a penalty of level I on the standard
scale.

RECEIVERS AND MANAGERS

I13. Registration of sppointment of receiver or manag€r.- (t) Where in order to
ensure enforcernent of security of a company's property, 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 ofthe fact with the registar.

(2) Where a person appointed as a receiver or manager under this section ceases to act as

such, the person who had obtained the order or appointed such a receiver or manager pursuant to
the powers contained in any insrument shall on ceasing of the receiver or manager, give the
regisftar a notice to that effect within seven days.

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

(4) Any violation of sub-sections (l) and (2) shall be an offcnce liable to a penalty of
level I on the standard scale.

I14. Filin8 of *counts of receiver or menrger.- (l) Every receiver ofthe propert-y of
a company who has been appointed under the powers contained in any instrument, and who has

aken possession, shall within thirty days ofexpiry ofevery one hundrcd snd eighty drys whil€
he remains in possession, and also within thirty days on ceasing to act as rec€iyer, file with the
registrar an abstact in the form specified of his receipts and payments during the period to which
the abstract relates, and shall also, within fifteen days of ceasing to act as receiver, file with the
registrar notice to that effect, and the registrar shall enter the notic€ 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, or business letter issued by or on behalf of the company or the receiver of the
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conlpany, being a document on or in which the name of the company appears. shall contain a

stalement that a receiver has b:en appointed.

(3) The provisions of sub-sections (l) and (2) shall apply to any person appointed to
malage the property of a coropany under any powers contained in an instrument in the same
mallner as they apply to a receiyer so appointed.

(4) Any contravention or default of this section by the receiver, or person appointed to
manage the property ofthe c(,mpany referred to sub-section (3). shall be an offence liable to a

penalty of level I on the standr[d scale.

ll5. Disqualification for appointment as receiver or ma[ager. The following shall
not be appointed as a receiver rr manager ofthe company's property, namely-

(a) a minor;

(b) a person who is ofunsound mind and stands so declared by a competent coun;

(c) a body corprrate;

(d) a director ol the company;

(e) an un-dischrrrged insolvent unless he is granted leave by the court by which he
has been ad, udged an insolvent; or

(f) a person disqualified by a Court from being concemed with or taking part in
the managernent of the company in any other way, unless he is granted leave
by the Cour:.

116. Application to Courl ll) A receiver or manager of the company's property
appointed under the powers ccntained in any insrument may apply to the Court for directions in
relation to any particular matt(r arising in connection with the performance ofhis functions, and
on any such application the Court may give such direction, or may make such order declaring the
rights ofpersons before the Coufi, or otherwise, as the Court thinks just-

(2) A receiver or manager ofthe company's property appointed as aforesaid shall, to the
same extent as if he had been rppointed by order ofa Court be personally liable on any contract
entered into by him in the perfirrmance ofhis functions, except in so fax as the contract otherwise
provides, and entitled in reipert of that liability to indemnity out ofthe aslets; but nothing in this
sub-section shall be deemed to limit any right to indemnity which he would have apart fiom this
sub-section, or to limit his liability on contracts entered into without authority or to confer any
right to indemnity in respect ol that liability.

l17. Power of Court to lix remuneration of rcceiver or manager. (l) The Court
ma), on an application made .o it by the receiver or manager ofthe property, by order fix the
alnount to be paid by way of remuneration to any person who, under the power contained in an
instrument, has been appointed as receiver or manager ofthe company's property:

Provided that the amount of remuneration shall not exceed such limits as may be
specified.
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(2) The power ofthe Court under sub-section ( l) shall, where no previous order has been
made with respect thereto-

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

(b) be exercisable notwithstanding that the receiyer or manager had died or
ceased to act before the making ofthe order or the application thcrefore; and

(c) where the receiver or manager has been paid or has retained for his
remuneration for any period beibre the making of the order any amount in
excess of that so fixed 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 betbre the making of the application or rhe order unless in the opinion of the Court there
are special circumstances making it proper for the power to be so exercised.

(3) The Coun may from time to time, on an application made either by the liquidator or
by the receiver or manager, or by the registrar, vary or amend an order made under sub-section
( l) and issue directions to the receiyer respecting his duties and functions or any other matler as

it may deem expedient:

Provid€d that ar order made under sub-section (l) shall not b€ varied so as to increase the
amount of remuneration payable to ary person.

PART VII

MANAGEMENT AND ADMINISTRATION

I18. Members of a company.-The subscribers to the memorandum of association are
deemed to have agreed to become members of the company and become members on its
registration and every other person-

(a) to whom is alloned, or who becomes the holder of any class or kind ofshares; or

(b) in relation to a company not having a share capital, any person who has agreed to
become a member ofthe company;

and whose names are entered; in the register ofmembers, are members ofthe company

REGISTER AND INDEX OF MEMBERS

l19. Register of members.- (l) Every company shall keep a register of its members
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 ertered in the register such particulars of each member as may be

specified.

(3) In the case ofjoin holders of shares oi stock in a company, the company s register of
mcmbers shall state the nanres of each joint holder. In other respects -ioint holders shall be
regarded for the purposes ol'this Part as a single member and the address ofthe person named
first shall be ente(ed in the re.llster:

(4) A person guilty ol an offence under this section shall be liable to a penalt_v of level I

on the standard scale.

120. Index of memhers.{l) Every company having more than fifty nrembirs shall
kebp an index ofthe names ofthe members ofthe company, unless the register ofmembers is in
such a form iLS to constitute irr itself an index.

(2) The company shall make any necessary alteration in the index \a'i1hin founeen days
afler the date on which any alteration is made in the register ofmembers.

(3) The index shall contain, in respect of each member, a suffici€nt indication to enable
thc account ofthat member ir the register to be readily found.

(4) A person guilty ol an offence under this section shall be liable to a penah)" of level I

on the standard scale.

12l. Trust llot to be,)ntered on register. No notice ofany trust, expressed. implied or
constructiye, shall be entered on the register of members of a company, or be regeivable by the
rellistrar.

122. Register of det,enture.holders. {I) Every company shall keep a register of its
debenture-holders and any contravention or default in complying with requirement ofthis section
shall be an offence punishablr under this Act.

(2) There must be entr)red in the register such paniculars of each debenture-holder as may
be specified.

(3) This section shall not apply with respect ro debentures which, ex lacie. arc payable to
thc bearer thereof.

(4) A person guilty ol an offence under this section shall be liable to a penalty of level I

on the standard scale.

123. lndex of debenture-holderc. {I) Every company having more than fifty
debenture-holders shall keep an index of the names of the debenture-holders of the company,
unless the register of debentrtre-holders is in such a form as to constitute 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
afier the date on which any alteration is made in the register ofdebenture-holders.
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(3) The index shall contain, in respect of each debenture-holder, a sufficient indication to
enable the account ofthat debenture-holder 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 I
on the standard scale.

124. Rights to inspect and requirc copies.- ( l) The registers and the index refened to
in sections ll9, 120, 122 and 123 shall, be open to the inspection of members or debentures-
holders 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 debenture-holder 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) Any person may require a certifie.d copy of register and index or any paIt thereof, on
payment ofsuch fee as may be fixed by the company.

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

(5) A person seeking to exercise either ofthe rights confened by this section must make a

request to the company to that effect.

(6) The request must contain tl|E following information-

(a) in the case ofan individual, his name and address;

(b) in th€ case of an organisation, its nane and address and also of the authorised

Person; and

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

(7) Any refusal of iNpection required under sub-section (l), or if any copy required
under sub-section (3) is not issued within the specified period shall be an offence and any person
guilty of an o flence under this section shall be liable to a penalty of level I 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 shall be s€nt to the persons requiring them.

125. Pow€r to clos€ r€gistcr. -{1) A company may, on giving not less than seven days'
previous notice close its register of members, or the pan of it relating to members holding shares

ofany class, for any period or periods 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 sub-section (l), for a further period of fifteen days.

(2) In the case of listed company, notice for the purposes of sub-section (l), must be
given by advertisement in English and Urdu languages at least in one issue each of a daily
newspaper of respective language having wide circulation.
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(3) The provision ofthis section shall also apply for the purpose of closure ofregister of
debenture-holders of a compa,ry.

(4) Any contravention or default in complying with rcquirement of this section shall be
an offence liable to a penalty r>flevel 2 on the standard scalc

125. Powcr ofCourl to rectify register.- ( I ) If

(a) the name of arry person is fraudulently or wirhout sufficient cause entered in or
omitted &om the register of members or register of debenture-holders of a

company; or

(b) default is mad-. or unnecessary delay takes place rn entering on the register of
members or rellister of debenture-holders the fact of the person having become or
ceased to be a rnember or debenture-holder:

the person aggrievrd, or any member or debenture-holder of the company. or the
company, may apply to the Court for rectification ofthe register.

(2) The Court may eitrer refuse the application or may order rectification of the regisler
on payment by the company of any damages sustained by any party aggieved, and may make
such order as to costs as it in its discretion thinks fit.

(3) On any applicatiorL under sub-section (l) the Court may decide any question relating
to lhe title ofany person who is a party to the application to have his name entered in or omitted
from the register, whether th€ question arises between members or debenture-holders or alleged
members or debenture-holders, or between members or alleged members, or debenture-holders
or llleged debenture-holders, on the one hard and the company on the other hand; and generally
may decide any question which it is necessary or expedient to decide for rectification of the
reEister.

(4) Where the Court hrs passed an order under sub-section (3) that prima focie entry in ot
omission from, the register of members or the register of debenture-holders the name or other
particulars ofany person, w:ls made fiaudulently or without sumcient cause, the Court may send
a reference for adjudication ofoffence under section 127 to the court as proyided under seition
48?..

127. Punishme[t for fraudulent entries in and omission from register.- Anyone
who fraudulently or without sufficient cause enters in. or omits fiom the register of members or
the register of debenture-hold:rs the name or other particulars of any person, shall be punishable
wilh imprisonment for a term which may extend to three years or with fine which may extend to
one million rupees, or with both.

128. Notice ao registrar of rectification of register,- When it makes an order for
rectification ofthe register of members in respect of a company which is required by this Act to
file a list of its members with the registrar, thc Coun shall cause a copy of the order to be
forwarded to the company and shall, by rs order, direct the company to file notice of the
rectification with the registrar within fifteen days fiom the receipt ofthe order.



69

129. Register to be evidence.- The registers refened to in sections I l9 and 122 shall be
prima facie evidence of any maner which by this Act is directed or authorised to be inserted
therein.

130. Annual rcturn.-< l) Every company having a share capital shall, once in each year,
prepare and file with the registrar an annual retum containing the particulars in a specified form
as on the date of rhe annual general meeting or, w'here no such meeting is held or if held is not
concluded. on the last day ofthe calendar year.

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

(3) The retum referred to in sub-section (l) or sub-section (2) shall be filed with the

registrar within thiny days fiom the date of the a.nnual general meeting held in the year or, when
no such meeting is held or if held is not concluded, fiom the last day of the calendar year to
which it relates:

Provided thal in the case of a listed company, the registrar may for special reasons
extend the period of filing of such retum by a period not exceeding fifteen days.

(4) AII the particulars required to be submifted under suusection (l) and sub-section (2)
shall have been previously entered in one or more registers kept by the company for the purpose.

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

Provided that a company, other than a single member company or a private company
having paid up capital of not more than three million rupees, shall inform the registrar in a

specified manner that there is no change of paniculars in the last annual retum filed with the
registrar.

(6)Any contravention or default in complying with requirement of this section shall be an

offence liable-

(a) in case ofa listbd company, to a penalty oflevel 2 on the standard scale; and

(b) in case ofany other company, to a penalty oflevel I on the standard scale.

MEETINGS AND PROCEEDINGS

13l. Statutory meetitrg of company.-<l) Every public company having a share capital
shall, within a period of one 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
whichever is earlier, hold a general meeting of the members of the company, to be called the
"statutory meeting":
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Provided that in casc first annual general meeting of a company is decided to be held
earlier, no statutory meeting s hall be required.

(2) The notice of a s:atutory meeting shall be sent ro the members at least twenty-one
days before the date fixed for the meeting along with a copy of statutory report.

(3) The statutory report shall state-

(a) the total number of shares allotted, distinguishing shares allotted other than in
cash. and ..tatinB the consideration for which they have been alloned;

(b) the total arnount of cash received by the company in resp€ct of all the shares

allotted;

(c) an abstracl ofthe receipts ofthe company and ofthe payments 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 particulaE conceming
the balanc3 remaining in hand, and an account or estimate of the, preliminary
expenses c.fthe company showing separately any commission or discouft paid
or to be paid on the issue or sale of shares or debentures;

(d) the namer,, addresses and occupations of the directon, chief executive,
secretary, auditors and legal advisers ofthe company and the changes, ifany,
which hav: occurred since the date of the incorporation;

(e) the particrlars of any contract the modification of which is to be submitted to
the meetirg for is approval, together with the particulars of the modification
or proposed modification;

(0 the extent to which underwriting contracts, if any, have been carried out and

the €xtenr to which such contracts have not be€n carried out, together with the
reasons fo- their not having been carried out; and

(g) the pafliculars of any commission or brokerage paid or to be paid in
connectiorr with the issue or sale of shares to any director, chief executive,
secretaqr rrr officer or to a private company ofwhich he is a director;

and certified by the chief executive and at least one director of the company, and in case of a
listed company also by the clrief financial oflicer.

(4) The statutory rep:rt shall also contain a brief account of the state of the company's
affairs since its incorporatio r and the business plan, including any change or proposed change
affecting the interest ofshareholders and business prospecs ofthe company.

(5) The statutory rep( rt shall, so far as it relates to rhe shares allotted by the company, the
cash received in respect of ;uch shares and ro the receipts and payments of the company, be
accompanied by a report oflhe auditors ofthe company as to the correctness ofsuch allotment,
receipt ofcash, receipts and l,ayments.
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(6) The directors shall cause a copy of the staturory repon. along with report of rhe
auditors as aforesaid, to be delivered to the registrar for registration forthwith after sending the
report to the members ofthe company.

(7) The directors shall cause a list showing the names, occupations, nationality and
addresses ofthe members oflhe company, and the number ofshares held by them respectively,
to be produced at the commencement of the meeting and to remain open and accessible to any
member ofthe company during the continuance ofthe me€ting.

(8) The members ofthe company present at the meeting shall b€ at libery to discuss any
matter relating to the formation of the company or arising out of the statutory repon, whether
previous notice has been given or not, but no resolution of which notice has not been given in
accordance with the articles may be passed.

(9) The meeting may adjoum fiom time to time, and at any adjoumed 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 adjoumed meeting shall have the same powers as an

original meeting.

( l0) The provisions of this section shall not apply to a public company which converts
itself from a private company after one year of incorporation.

(l l) Any contravention or default in complying with requirement ofthis section shall be

an offence liable-

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

(b) in case ofany other company, to a penalry oflevel I on the standard scale

132. Annual general me€ting.-{l) Every company, shall hold, an annual general
meeting within sixteen months liom the date of its incorporation and thereafter once in every
calendar year within a period of one bundred srd tw€nty days following 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 general
meeting, shall be held by a period not exceeding thirty days.

(2) An annual general meeting shall, in the case of a listed company, be held in the town
in which the registered office ofthe company is situate or in a nearest city:

Provided that at least seyen days prior to the date of meeting, on the dema.nd of members

residing in a ciry whd hold at least ten percent of the total paid up capital or such other
percenrage as may be specified, a listed company must provide the facility of video- link 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 €eFmissiofli members

and every person who is entitled to receive notice of general meetings at least twenry-one days

before the date fixed for the meeting:
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Provided thst in r:ase of a listed company, such notice shall be scnt to the
Commission, in sddition t(' its being disprtched in the normal course to members and the
noticc shall also bc publilhed in English and Urdu lsnguages st least in one issue each of a

daily newspaper of respective lsngusge having nalionwide circulation.

(4) Nothing in this section shall apply to a single member company

(5) Any contravenlion or default in complying with requirernent of this section shall be

an offence liable-

(a) in case ofa listed company, to a penalt) oflevel 2 on rhe standard scale; and

(b) in case ofany other company. to a penalty oflevel I on the standard scale

133. Calliog of extrrrordinary general mceting.-(l) All general meetings ofa company,
orher than the annual general meeting refened ro in section 132 and the statutory meeting
mentioned in section l3l, shall be called extraordinary general meetings.

(2) The board may at any time call an e\traordinary general meeting of the company to
consider any matter which rrquires the approval ofthe company in a general me€ting.

(3) The board shall, r,t the requisition made by the members-

(a) in case of a compaoy having share capital, representing not less than one-tenth
ofthe tor.l voting power as on the date ofdeposit ofrequisition; and

(b) in case ol a company not having share capital, not less than one-tenth of the
total men bers;

f<rrthwith proceed to call an :xtraordinary general meeting

(4) The requisition slall state the objects of the meeting, be signed by the requisitionists
ard deposited at the regi$tr,)d office ofthe company.

(5) lf rhe board does not proceed within twenry-one days from the date ofthe requisition
being so deposited to cause a meeting to be called, the requisitionists, may themselves call the
meeting, but in either case any meeting so called shall be held within ninety days fiom the date
ofthe deposit ofthe requisit.on-

(6) Any meeting cal ed under sub-section (5) by the requisitionists shall be called in the
siune memner. as nearly as p,rssible, as that in which meetings are to be called by board.

(7) Any reasonable expenses incuned by the requisitionists in calling a meering under
srrb-section (5) shau be reirrbursed to the requisitionists by the company and the sums so paid
sllall be deducted liom any lee or other remuneration payable to such of rhe directors who were
in default in calling the meeting.

(8) Notice of an ext raordinary general meeting shall be served to the members in th€
nranner provided for in secticn 55:
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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 shoner
notice.

(9) Any contravention or default in complying with requirement ofthis sectton shall be
an offence liable-

(a) in case ofa listed company, to a penalty oflevel 2 on the standard scale; and

(b) in case ofany other company, to a penalty of level I on the standard scale

134. Provisions as to meetings and yotes.-{l) The following provisions shall apply to
the general meetings ofa company or meetings ofa class ofmembers ofthe company, namely:

(a) notice ofthe meeting specirying the place and the day and hour ofthe meeting alongwith a

statement ofthe business to be transacted at the meeting shall be given-

(i) to every member or class ofthe members ofthe company as the case may be;

(ii) to every director;

(iii) to any person who is entitled to a share in consequence ofthe death or bankruprcy of
a member, ifthe company has been notified ofhis entitlement;

(iY) to the auditors ofthe company;

in the manner in which notices are required to be served by section 55, but the accideotal
omission to give notice to, or the non-receipt of notice by, any member shall not
invalidate the proceedings at any meeting;

(b) in case ofa listed company, if certain members who hold ten percent ofthe total paid up
capital or such other percentage as may b€ specified, reside in a city, it sball be
mentioned in the notice that such members, may demand the company to provide them
the fhcility ofvideo-link ro for attending the meeting.

(2)For the purposes of sub-section (l), in the case of an annual general me€ting, all the
businesses to be transacted shall be deemed special, other than-

(a) the consideration of financial statements and the reports oflhe board and auditors;

(b) the declaration ofany dividend:

(c) the election and appointment ofdirectors in place ofthose retiring; and

(d) the appointment ofthe auditors and fixation oftheir remuneration.

(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 conceming such

business, including, in panicular, the nature and extent of the interest, if any, therein of every
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director, whether directly or irdirectly. and. where any item ofbusiness consiss ofthe according
of an approval to any document by the meetins. the time when and the place where rhe document
may be inspected, shall be spt:cified in the statement.

(4) Members of a cor pany may panicipatc in the meeting personally, through video-link
or by proxy.

(5) The chairman of tlle board. ifany. shallpreside as chairman at every general meeting
ofthe company, but ifthere is no such chairman. or if at any meeting he is not present within
fifteen minutes afler the tinre appointed for holding the meeting, or is unwilling to act as

chairman, any one of the directors present may be elected to be chairman, and if none of the
directors is present or is unrilling to acl as chairman the members present shall choose one of
their member to be the chairnran-

(6) In the case of a :ompany having a share capital, every member shall have votes
proportionate to the paid-up yalue of the shares or other securities carrying voting rights held by
him according to the entitlem,)nt ofthe class ofsuch shares or securities, as the case may be:

Provided that, at the time ofvoting. fractional votes shall not be taken into account

(7) No member holdir g shares or other securities carrying yotiog rights shall be debarred
from casting his vote, nor shz ll an),thing contained in the afiicles have the effect of so debaning
hirn.

(8) In the case of q company limited by guarantee and having no share capital, every
member thereofshall haye one vote.

(9) On a poll, votes ray be given either personally or through video-link or by proxy or
through postal ballot in a manner and subJect to the conditions as may be specified.

(10) Notwithstanding an)thing contained in this Act, the Commission shall have the
power to notiry any businesr; requiring the approval of the members shall only be transacted
through postal ballot for any ('ompany or class ofcompanies.

(l l) All the requirements ofthis Act regarding calling ol holding and approval in general
meeting, board meeting and (rection of direotors in case of a single member company, shall be
deemed complied with; ifthe decision is recorded in the relevant minutes book and signed by the
sole member or sole director irs the case may be.

(12) Any contraventicn or default in complying with requirement of this section shall be
an offence liable-

(a) in case ofa listed company, to a penalty of level 3 on the standard scale: and

(b) in case ofany other company. to a penalty oflevel 2 on the standard scale

135. Quorum of general meeting.-11) The quorum of a general meeting shall be-
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(a) in the case of a public listed company. unless the articles provide for a larger number. not
less than ten members present personally. or through video-link who represent not less
than twenty-five percent of the total voting power, either of their own account or ils
proxies;

(b) in the case ofany other company having share capital, unless the articles provide for a

larger number, two members present personally. or through video-link who rep.esent not
less than twenty-five percent of the total voting prower, either of their own account or as

proxies:

(c) in the case ofa company 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 any
other case, it shall stand adjoumed to the same day in the next week at the sarne time and place,
and, if at the adjoumed meeting a quorum rs not present within half an hour fiom the time
appointed for the meeting, the members present personally or through video-link being not less
than two shall b€ a quorum, unless the articles provide otherwise.

(2) Any contravention or default in complying with requirement of this section shall be
an oflence liable-

(a) in case ofa listed company, to a penalty oflevel 2 on the standard scale: and

(b) in case ofany other company. to a penalty oflevel I on the standard scale

136, Power of thc Court to declare the proceedings of a general meeti[g invalid.-
The Court may, on a petition, by members having not less than ten percent ofthe 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 inegularity in the proceedings of the meeting, which
prevented members from using effectively their rights, declare such proceedings or part thereof
invalid and direct holding ofa fresh general meeting:

Provided that rhe petition shall be made within thirty days ofthe impugned meeting

137. Proxies. {l ) A member of a company entitled 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-

(a) unless the articles ofa company otherwise provide, this sub-section shall not
apply in the case ofa company not having a share capital;

(b) a member shall not be entitled to appoint more than one proxy to attend any
one meeting;
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(c) if any memler appoints more than one proxy for any one meeting and more
than one ir struments of proxy are deposited with the company, all such
instruments of prory shall be rendered invalid; and

(d) a proxy mrst be a member unless the articles of the company permit
appointmenr ofa non-member as proxy.

(2) Subject to the prov sions of sub-section (l ), every notice of a meeting of a company
shall prominently set out the rnember's right to appoint a proxy and the righl of such proxy to
aueird, speak and vote in the place ofthe member at the meeting and every such notice shall be

accompanied by a proxy form.

(3) The instrument appointing a proxy shall-

(a) be in writi'n61; and

(b) be signed b]'the appoint€r or his attomey duly authorised in writing, or ifthe
appointer is a body corporate, be under its seal or be signed by an officer or an

attomey dul/ authorised by it.

(4) An instrument appointing a proxy, if in the form set out in Regulation 43 ofTable A
in the First Schedule shall nct be questioned on the ground that it fails to comply with any
special requirements specified lor such instruments by the articles.

(5) The proxies must b,) lodged with the company not later than forty-eight hours before
the rime for holding a meeting and any provision to the contrary in the company's articles shall
be void.

(6) ln calculating the period mentioned in sub-section (5), no account shall be taken of
any part ofthe 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, nzrmely-

(a) subject to the provisions of section 143, demand a poll on any question; and

(b) on a question beft,re the me€ting in which poll is demanded. to abstain from voting
or not to exercise (heir full voting rights;

and any provision to the contrary in the articles shall be void.

(8) Every member entitled to vote at a meeting ofthe company shall be entitled to inspect
during the business hours oftht,company all proxies lodged with the company.

(9) The provisions of this section shall apply mulatis mutandis to rhe meeting of a
particular class ofmembers as they apply to a general meeting ofall the members.
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( l0) Failure to issue notices in time or issuing notices with material defect or omission or
any other contravention ofthis section Ehich has the effect of preventing panicipation or use of
full righrs by a member or his proxy shall make the company and its every ofncer who is a party
to the default or contravention liable to-

(a) a penalty of level 2 on the standard scale if the default relates to a listed
company; and

(b) to a penalry of level I on the standard scale if the default relates ro any other
company.

l3t. Representation of body corporate or corporation at meeaings. {l) A body
corporate or corporation (whether or not a company within the meaning of this Act) which is a

member of another company may, by resolution of its board or other goveming body authorise
an individual to act as its representative at any meeting ofthat other company, and the individual
so authorised shall be entitled to exercise the same powers on behalfofthe corporation which he
represents.

(2) A body corporate or mrporation (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
goveming body authorise an individual to act as its representative at any meeting ofthe creditors
ofthat other company held in pursuance of this Act or any other me€ting to which it is entided to
attend in pursuance of the provisions contained in any instrument and the person so authorised
shall be entitled to exercise the saine powers on behalfofthe corporation which he represents.

139. Represenaation of Federal Government at meetings of companies,-{ I) The
concemed Minister-in-Charge of the Federal Govemment, or as the case may be, a Provincial
Govemment, 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 ofthe 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 entitl€d to exercise the same rights and
powers, including the right to appoint proxy, as the concemcd Minister-in-Charge of the Federal
Govemment or as the case may be, the Provincial Covemment, as the case may be, may exercise
as a member of the company.

140. Notice of resolution.{l ) The notice of a general m€eting of a company shall state
the general nature ofeach business proposed to be considered and dealt with at a meeting, and in
case of special resolution, accompanied by the draff resolution-

(2) The members having not less than ten percent voting power in the company may give
notice of a resolution and such resolution together with the supporting statement, if any, which
they propose to be considered at the meeting, shall be forwarded so as to reach the company-

(a) in the case of a meeting requisitioned by the members, together with the
requisition for the meeting:
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(b) in any othr:r case, at least ten days before the meeting; and the company shall
fonhwith ( irculate such resolution to all the members.

(3) Any contraventiorr or default in complving with requirement of this section shall be

an offence liable-

(a) in case ofa listed company, to a penalry oflevel 2 on the standard scale; and

(b) in case ofanl,other company. to a p€nalty oflevel I on the standard scale

l4l. Voting to be by show of hands in first instance.-At any general meeling, a

resolution put to the vote of the meeting shall, unless a poll is demanded. be decided on a show
of hands.

142. Declaration by :hairman or a show of hands,-(l) On a vote on a resolution at a
m€eting on a show ofhands, rr declaration by the chairman that the resolution-

(a) has or has not been passed; or

(b) passed unarimously or by a panicular majority;

is conclusive evidence of that fact without proof of the number or proportion of the votes
recorded in favour ofor against the resolution.

(2) An entry in respoct of such a declaration in minutes of the meeting recorded in
accordance with section l5l i; also conclusive evidence ofthat fact without such proof.

143. Demand for poll. {l) Before or on the declaration of the result of the voting on
an1, resolution on a show 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 preser t in person or through video-link or by proxy, where allowed, and
haYinB not less than one-tenth ofthe total voting power.

(2) The demand for a coll may be withdrawn at any time by the members who made the
demand-

144. Poll through sec ret ballot. Notwithstanding an),thing contained in this Act, when
a poll is demanded on any r3solution, it may be ordered to be taken by the chairman of the
meeting by secret ballot ofhis own motion. and shall be ordered to be taken by him on a demand
made in that behalf by the members present in person, through video-link or by proxy, where
allr,wed, and having not less tllan one-tenth ofthe tolal voting power.

145. Time of taking l)oll.--{l) A poll demanded on the election of a chairnan or on a

question of adjournment shall be taken forthwith and a poll demanded on any other question
shall be taken at such time, n{)t more than founeen days from the day on which it is demanded,
as the chairman ofthe meetin6 may direct.

(2) When a poll is tken, the chairman or his nominee and a representative of the
mernbers demanding the poll shall scrutinize the votes given on the poll and the result shall be
announced by the chairman-
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(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 poll shail be deemed to be the decision of the meeting on the
resolution on which the poll was taken.

146. Resolutiors psssd st adjourned meeting. Where a resolution is passed at an
adjoumed meeting of

(a) a company;

(b) the holders ofany class ofshares in a company;

(c) the board; or

(d) the creditors ofa 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 meetings.-{l) If default is made in holding the
statutory meeting, annual general meeting or any extraordinary general meeting in accordance
with sections l3l, 132 or 133, as the case may be, the Commission may, notwithstanding
an)4hing contaioed in this Act or in the articles of the company, either of its own motion or on
the applicalion of any director or member of the company, call, or direct the calling ol the said
meeting of the company in such manner as the Commission may think fit, and 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.

Explonarion.lhe directions that may be given under sub-section (l) 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 shall,
for all purposes, be deemed to be a meeting ofthe company duly called, held and conducted, and
all expenses incuned in connection thereto shall be paid by the company unless the Commission
directs the same to be recovered from any officer ofthe company which he is hereby authorised
to do.

146. Punishment for default in complying with provisions of section 147.- lf any
person makes default in holding a meeting ofthe 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 mcmbers through circulation.- (t) Except for the

businesses specified under sub-section (2) of section 134 to be conducted in the anoual general

meeting, the members of a private company or a Public unlisted company (having not more than
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fifty membcrs), may p.rss iL resolution (ordinary or special) by circulation signed by all the
members for the time being ontitled to receive notice ofa meeting

(2) Any resolution passed under sub-section ( I), shall be as valid and effectual as if it had

bcen passed at a general meeting ofthe company duly convened and hcld.

(3) A resolution shal not be deemed to have been duly passed, unless the resolution has

bcen circulared, togelher witll the necessary papers, ifany, to all the members.

(4) A members agreement to a written resolution, passed by circulation, once signified,
may not be revoked.

(5) A resolution un,ler sub-section (l) shall be noted at subsequent meeting of the
members and made part oftte minutes ofsuch meeting.

150. Filing of resolulion.- (l) Every special resolution passed by a company shall,
wrthin fifteen days from the passing thereof, be filed with the registrar duly authenticated by a
director or secretary ofthe c(,mpany.

(2) Where articles hEye been registered, a copy of every special resolution for the time
being in force shall be embolied in or annexed to every copy ofthe articles issued after the date
of the resolution.

(3) A copy ofevery s:ecial resolution shall be forwarded to any member at his request on
payment ofsuch fee not exceeding the amount as the company may determine.

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

l5l. Records of resolutions and meetings.-( I ) Every company shall keep records of-

(a) copies of all resolutions of memb'ers passed otherwise than at general

meetings; rnd

(b) minutes of all proceedings of general meetings along with the names of
participants, to be entered in properly maintained books;

(2) Minutes recorded in accordance with sub-section (l), ifpurponing to be authenticated
by the chairman of the meeti0g or by the chairman of the next meeting, shall be the evidence of
thc proceedings at the meeting.

(3) Until the contrary is proved, every general meeting of the company in respecr of the
proceedings whereofminutes have been so made shall be deemed to have been duly called, held
and conducted.

(4) The records must le kept at the registered office of the company from the date of the
resolution, meeting or decisiJn simulraneously in physical and electronic form and it shall be
preserved for at least twenty l,ears in physical form and permanently in electronic form.
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(5) Any contravenrion or default in complying wirh requirement of this section shall be

an offence liable to a penalty of level I on the standard scale.

152. lnspection of records of resolutions and meetings.- (l) The books conraining 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 impose so that not less than two hours in each day be allowed for
inspection.

(2) Any mcmber shall at any- time after seven days from the meeting be entitled to be
fumished, wihin seyen days after he has made a request in that behalf to the company, with a

certified copy of the minutes of any general meeting at such charge not exceeding the amount as

may be fixed by the company.

(3) Ifany inspection required under sub-section (l) is refused, or if any copy required
under sub-section (2) is lot furnished within the time specified therein, the person guilty of an

offtnce shall be liable to a penalty oflevel I on the standard scale, and the registrar may dirgct
immediate inspection or supply of copy. as the case may be.

APPOINTMENT AND REMOVAL OF DIRECTORS

153. Ineligibilig of certain persons to become director.- A person shall not be eligible
for apporntment as a director of a company, ifhe

(a) is a minor.

(b) is of unsound mind;

(c) has applied to be adjudicated as an insolvent and his aBplication is pending;

(d) is an undischarged insolvent;

(e) has been convicted by a coun of law for an offence involving moral turpitude;

(f) has been debarred from holding such oflice under any provision ofthis Act;

(g) is lacking fiduciary behaviour and a declaration to this effect has been made
by the Coun under section 2 [2 at any time during the preceding five years;

(h) does not hold National Tax Number as per the provisions of Income Tax
(Jrdinance. 2001 (XLIX of200l):

Prolided that the Commission may grant exemption liom the requirement of
this clause as may be notified.

r i) is not a membcr:

Provided that clause (i) shall not apply in the case of,

(i) a pcrson representing a member which is not a natural person;
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a \{T ole-time director who is an employee of the company:

a cLiefexecutivei or

a pr:rson representing a creditor or other special interests by virtue of
contractual arrangements;

C) has been declared by a court of competent jurisdiction as dcfaulter in
repayment ofloan to a financial institution:

(k) is engagec in the business of brokerage, or is a spouse of such pcrson or is
a sponsor, lirector or officer of a corporate brokerage house:

Provided that clauses rj) and (k) shall be applicable only in case of lrsted companres.

154. Minimum nunber of directors of a company.-(l) Not\r ithstanding an),thine
contained in any other law for the time being in force,

(a) a single mt:mber company shall have at least one director;

(b) every othe| private company shall have not less than two directors;

(c) a public company other than a listed company shall have not less than three
directors; i.nd

(d) a listed colnpany shall have not less than seven directors

Provided that public inaerest companies shall be required to have female
representation on their boa rd as may be specified by the Commissiol.

(2) Only a natural per;on shall be a director

155. Number of di"ecrorships.-( I ) No person shall, after the commencement of this
Act, hold ollice as a directo-, including as an altemate director at the same lime in more than
such number ofcompanies as may be specified:

Provided that this limrt shall not include the directorships in a listed subsidiary

(2) A person holdinlg the position of director in more than seven companies on the
commencement of this Act shall ensure the compliance of this section within one year of such
commencement.

(3) Any casual vacalcy on the boaid of a listed company shall be filled up by the
directors at the earliest but n(,t later than ninety days from the date, the vacancy occurred.

156. Compliance wrth the Code of Corporate Governance.-The Commission may
pr,:vide for framework to ensure good corporate governance practices, compliance and matters
incidental and axillary for cornpanies or class ofcompanies in a manner as may be specified.
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157. First directors and their term.-(l) The number of directors and the names ofthe
first directors shall be determined by the subscribers of the memorandum and their particulars

specificd under section 197 shall be submifted along with the documents for the incorporation of
the company.

(2) The number of first direoors may be increased by appornting additional directors by
rhe rnembers in a general meeting. The first directors shall hold office until the election of
directors in the first annual general meeting ofthe company.

158. Retirement of Ii rst and subsequent directors.- ( I ) All directors of the company-

(a) on the date offirst annual general meeting; or

(b) in case ofsubsequent directors on expiry ofterm ofoflce ofdirectors mentioned in
section I6l,

shall stand retired fiom 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 election of directors and in case of any impediment report such circumstances to the
registrar within forty-five days before the due date of the annual general meeting or extra
ordinary general meeting, as the case may be, in which electioos are to be held:

Provided that the holding ofannual general meeting or extra ordinary general meeting, as

the case may be, shall not be delayed for more than ninery days from the due date ofthe meeting
or such extended time as may be allowed by the registrar, for reasons to be recorded, only in case

of exceptional circumstances beyond the control of the directors, or in compliance of any order
ofthe court.

(3) The regisfiar, may on expiry ofperiod as provided in sub-section (2), either-

(a) on its own motion; or

(b) on the representation of the mcmbers holding not less than one tenth ofthe
total voting powers in a company having share capital; or

(c) on the representation of the members holding not less than one tenth ofthe
total members ofthe company not having share capital ofthe company,

directs the company to hold annual general meeting or extra ordinary general meeting for the
election ofdirectors on such date and time as may be specified in the order.

(4) Any oflicer of the company or any other person who fails to comply with the
direction given under sub-section (3) shall be guilty of ar offence liable to a fine of level 2 on the
standard scale.

159. Proced u re for election of directors.-( I ) Subject to the provision of section I 54, the
existing directors of a company shall fix the number of directors to be elected in the general

meeting, not later than thirty-five days before convening of such meeting and the number of
directors so fixed shall not be changed excepr with the prior approval of the general meeting in
which election is to be held.
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(2) The notice ol the rneeting at which directors are proposed to be elected shall among
other matters, expressly state-

(a) the number ofdirectors fixed under sub-sectron ( I ): and

(b) the names (fthe retiring directors

(3) Any member who :eeks to contest an election to the office of director shall. whether
he is a retiring director or otherwise, file with the company. not later than fourteen days before
the date ofthe meeting at whir:h elections are to be held, a notice of his intention to offer hilnself
for election as a director:

Provided that any such person may, at any time before the holding ofelection. withdraw
such notice.

(4) All notices recei'ed by the company in pursuance of sub-section (l) shall be

transmitted to the members n( t later than seven days bet-ore lhe date of the meeting- in the same
malner as provided under thii Act for sending of a notice of general meeting. ln the case of a

listed cempany such notice shall be published in English and Urdu languages at least in one rssue

each ofa daily newspaper ofr,:spective language having wide circulation.

(5) The directors ofa (ompany having a share capital shall, unless the number ofpersons
who offer themselves to be elected is not more than the number of directors fixed under sub-
section (l), be elected by th(, members of the company in general meeting in the following
mallner, namely-

(a) a member rhall have such number of votes as is equal to the product of the
number of,,oting shares or securities held by him and the number of directors
to be electe,l;

(b) a member nray give all his votes to a single candidate or divide them between

more than cne ofthe candidates in such manner as he mav choose: and

(c) the candida:e who gets the highest number of votes shall be declared elected

as director ;rnd then the candidate who gets the next highest number of votes

shall be so ,leclared and so on until the total number of directors to be elected
has been so elected.

(6) The di.rectors ofa company limited by guarant€e and not having share capiral shall be
elected by members of the cornpany in general meeting in the manner as provided in articlcs of
association of the company.

160. Powers of the Court to declare election of directors invalid,-The Court may, on
the application ofmembers hoLding ten percent ofthe voting power in the company, made within
thiny days of the date of elecrion, declare election of all directors or any one or more of them
inyalid if it is stisfied that the.e has been material inegularity in the holding ofthe elections and
matters incidental or relating tllereto.

l6l. Term of omce oldirectors.- (l) A director elected under sefiions 159 or 162 shall
hold oflice for a period of tlrree years unless he earlier resigns, vacates office due to fresh
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electron required under section 162 as the case may be, becomes disqualified from being a

direclor or otherwise ceases to hold office:

Provided (hat the term of omce of directors of a company limited by guarantee and not
having share capital may be a period of less than three years as provided in the articles of
association of a companl.

(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 remainder of the term of the director in
whose place he is appointed.

162. Fresh election of directors ift-eise.oFrrfiEsted- €omp{+i€{.- (l) Notwithstanding
an),thing contained in this Act, a member having acquired, after the election of directors. the
requisite shareholding to get him elected as a director on the board of a company fl€++€ing-{
+isted €omfa+y, niay 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 preceding election 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 under sub-section (l), as soon as

practicable but not later than thirty days from the receipt of such requisition, proceed to hold
fresh election ofdirectors ofthe company.

163. Removal of directors.-A company may by resolution in general meeting remove a

director appointed under sections 157, 16l or section 162 or elected in the manner provided for
in section 159:

Provided that a resolution'for removing a director shall not be deemed to have been
passed if the number of votes cast against it is equal to, or exceeds-

(a) the total number of votes for the time being computed in the manner laid down in
sub-section (5) ofsection 159 divided by the number ofdirectors for the time being,
if the resolution relates to removal of a director appointed under sections 157, 161

or section 162 or where the directors were elected unopposed; or

(b) the minimum number of yotes that were cast for the election of a director at the
immediately preceding election ofdirectors, ifthe resolution relates to removal ofa
director elected in the manner provided in sub-section (5) ofsection I59.

164. Nominee directors.-(l) In addition to the directors elected or deemed to have been
elected by shareholders, a company may have directors nominated by the company's creditors or
other special interests by virtue ofcontractual arrangements.

(2) A body corporate or corporation owned or controlled by the Federal Govemment or
as the case may be, a Provincial Govemment may also have directors nominated on the board to
whom such corporation or company has extended credit facilities.
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165. Certain provisions not to epply to directors representing special interests.-
(l)Nothing in sections l5E, I59,16i, l62 or'163 shall apply to-

(a) directors lominated by a body corporate or compan-t- or any other entity
owned o controlled. uhether directly or indirectly, by the Federal
Govemm(nt or as the case may be, a Provincial Government on the board oF

the compilny in which such body corporate or company or entity has made
investment;

(b) dircctors nominat€d by virtue of investment made by the Federal Govemment
or as the case may be, a Provrncial Govemment or the Commission on the
board; or

(c) directors rrominated by foreign equity holders on the board or any other body
corporate set up under a regional co-operation or other co-operation
arrangem( nt approved by the l:ederal Govemment.

(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 in sub-section (5) of section 159 as are
proportionate to the number of votes required to elect the director ifthey had offered themselves
for election, shall stand excluded fiom the total number of votes available to the nominating
body at an election of direc.ors, which may be proportionate to their votiog power required to
elect directors at an election lfdirectors ofa company.

(3) A director nominrted under sub-section ( I ) shall hold oflice during the pleasure ofthe
nominating body.

166. Msnner of selection of independent directorc and msirtenance of d8tabank of
independena directors.- (l) An independenl 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 wh r are eligible and willing to act as independent directors, maintained
by any institute, body or assJciation, as may be notified by the Commission, haying expertise in
creation and maintenance of such data bank and post on their website for the use by the company
making the appointment ofsuch directors:

Provided that responriibility ofexercising due diligence before selecting a person from the
data bank referred to above, as an independent director shall lie with the company or the
Govemment, as the case ma./ be, making such appointment.

(2) For the purpose ,lf this section, an independent director means a director who is not
connected or does not hav( any other relationship, whether pecuniary or otherwise, with the
company, its associated conpanies, subsidiaries. holding company or directors; and he can be
reasonably perceived as berng able to exercise independent business judgment without being
subservient to any form ofconflict of interest:

Provided that without prejudice to the generality of this sub-section no director shall be
considered independent ifore or more ofthe lollowing circumstances exist-
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(a) he has bcen an employee of the company, any of its subsidiaries or holding
company within the lasr three years;

(b) he is or has been the chief executrve officer of subsidiaries, associated company.
associated undenaking or holding company in the last three years:

(c) he has, or has had within the last three years, a material business relationship with
the company either direcrly, or indirectly .N a panner, major shareholder or
director ofa body that has such a relationship with the company.

Erplonalion: The major sbareholder means a person who, individually or in
concert with his family or as part of a group, holds l0% or more shares having
voting rights in the paid-up capital ofthe company;

(d) he has receiyed remuneration in the three years preceding his/her appoinrment as

a director or receives additional remuneration, excluding retirement benefis from
the company apart from a director's fee or has participated in rhe company's stock
option or a performance-related pay scheme;

(e) he is a close relative ofthe company's promoters, directors or major shareholders

Erplonoliot "close relative" meals spouse(s), lineal ascendants and descendants
and siblings;

(0 he holds cross-directorships or has significant links with other directors through
involvement in other companies or bodies not being the associations licenced
under section 42;

(g) he has served on the board for more than three consecutive terms from the date of
his first appointment, and for more than two consecutive terms in case ofa public
sector company, provided that such person shall be deemed "independent
director" after a lapse ofone term;

(h) a person nominated as a director under sections 164 and i65

Provided further that for determining the independence of direcrors for the purpose of sub-
clauses (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 in case of a 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 Govemment.

(3) The independent director of a listed company shall be elected in the same manner .LS

other drrectors are elected in terms of section 159 and the statement of material facts annexed to
the notice of the general meeting called fbr 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 refened to in sub-section (l) without
his consenl in writing.
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(5) The manner and procedure of selectron of independent directors on the databank who

fulfill the qualifications and ( ther requirements shall be specified by the Commission.

(6) The requirements rfsub-section (l)-

(a) shall be deemcd relaxed till such time a notification is issued by the Commission
and

(b) may be relaxr:d by the Commission on an application made by the compan)
supported with the suff;cient justification or the practical difficulr, as the case
may be.

167. Conspnt to acl as director to be ailed with company{l)No person shall be

appointed or nominated as a director or chref executiye of a company or represenl as holding
such 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 gilen his consent in writing to the company for such appointmenl. or
nomination.

(2) The consent giv€n to the company under sub-section (l) shall be filed with the
registrar within fifteen days tlrereoi

l6t. validity of acts of directors.- The acts of a person acting as a director are valid
norwithstanding that it is afte-wards discovered that there was a defect in his appointment; or he
was disqualified from holdin6 office, or he had c€ased to hold such office:

Proyided that, as socn as any such defect has come to notice, the director shall not
exercise the right of his office till the defect has been removed.

169. Penalties.-Whoe ver conlravenes or fails to compiy with any of the provisions of
sections [54 to 168 or is a pfiy to the contravention of the said provisions shall be liable to a

penalry of level 2 on the stan(iard scale and may also be debarred by the authority which imposes
th€ penalty from becoming or coirinuing a director of the company for a period not exceeding
three years.

170, Restriction on r.lircctor's remuneration.- (l) The remuneration of a director fbr
pelforming extra services, in()luding the holding of the office of chairman, shall be determined
by the board or the compan)' in general meeting. as the case may be, in accordance with the
provisions io the company's a ticles.

(2) The remuneration o be paid to any director for attending the meetings of the board or
a commiftee ofdirectors shall not exceed the scale approved by the company or the board, as the
case may be, in accordance w th the provisions ofthe articles:

l7l. Vacatior of offi:e by the directors.-(l) A director shall ipso Jactct cease to hold
office if

(a) he becomes inelrgible ro be appointed as a director on any one or more of the
grounds enumerated in secrion 153;
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(b) he absents himself from three consecutive meetings of tbe board without seeking
leave ofabsence;

(c) he or any firm of which he is a partner or any private company of which he is a
director-

(i) without the sanction of the company in general meeting accepts or holds any
office of profit under the company other than that of chief executive or a legal or
technical adviser; or

(ii) acceps a loan or guarantee from the company in contravention ofsection 182;

(2) Nothing contained in suLsection (l) shall be deemed to preclude a company liom
providing by its anicles that the ofiice of director shall be vacated on any grounds additional to
those specified in that sub-se€tion.

DISQUALIFICATION OF DIRECTORS BY THE COMMISSION

172. Disqualification orders.-(l) In any of the circumstances stated hereunder, the
Commission may pass a disqualification ord6r against a person to hold the office of a director of
a company for a period up to five years beginning from the date oforder-

(a) conviction of an offence in connection with the promotion, formation,
management or liquidation of a company, or with the receivership or
management of a company's property;

(b) persistent default in relation to provisions of this Act requiring any retum,
account or other document to be filed with, delivered or sent, or notice of any
matter to be given, to the Commission or the registrar;

(c) a penon has been a director ofa company which became insolvent at any time
. (while he was a director or subs€quently):

Proyided that order against any such person shall not be made after the
end of the period oftwo years beginning with the day on which the company
of which that penon is or has been a director became insolveEt;

(d) the business of the company in which he is or has been a director, has

conducted to defraud its creditors, members or any other persons or for a

fraudulent or unlawfirl purpose, or in a manner oppressive of any of its
members or that the company was formed for any fraudulent or unlawful
purpose; or

(e) the person concemed in the formation of the company or the management of
its affairs have in connection therewith been guilty of ftaud, misfeasance,
breach of trust or other misconduct towards the company or towards any of its
member; or

(f) the affairs ofthe company of which he is a director have been conducted in a
manner which has deprived the shareholders thereofofa reasonable reumi or



90

(g) the person has been convicted of allotment of shares of a company for
inadequate consideration; or

(h) the person is involved in illegal deposit taking; or

(D the person has been convicred of financial inegularities or malpractices in a
comPany or

0) the company of which he is a director has acted against the interests of the
sovereignty and integrity of Pakistan, the security of th€ State, fiiendly
relations wirh foreign States: or

(k) the company of which he is a director refuses to act according to the
requiremenls of the memorandum or articles or the provisions of this Act or
fail to car4 out the directions of the Commission given in the exercise of
powers und{)r this Act; or

(D the person ir; 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 the securities exchange;

(o) that it is expedient in the public interest so to do-

(2) Where a disqualificirtion order is made against a person who is already subject to such
an order, the periods specified n those orders shall run concurrently.

(3) An order under this section may be made by the Commission on its own motion or
upon a complaint made in this r egard.

(4) Before making an order the Commission shall afford the person concemed irn
opportunity of representation ard of being heard.

(5) Any order made by the Commission under this section shall be without prejudice to
the powers of the Commission r o take such further action as it deems fit with regard to the person
conccmed.

173. Personal liability for company's debts where person acts while disqualified.{l)
A person shall be personally responsible for all the relevanl debts ofa company if at any time-

(,1) in contravention ofa (lisqualification order under section 172, he is involved in the
management of the com )any) or

(b) as a person who is involved in the management ofthe company, he acts on instructions
given without rhe leave,rfthe Commission by a person whom he knows at that time to be
the subject ofa disqualilication order:
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Provided that where the decision is taken in the board, the disqualified director shall be
personally responsible to the extent of proponionate irmount of liability so incuned.

(2) Where a person is personally responsible under this section for the relevant debts ofa
company, he is jointly and severally liable in respect 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 ofa company arF

(a) in relation to a person who is personally responsible under paragraph (a) of sub-
section (l), such debts and other liabilities of the company as are incurred at a
time when that person was involved in the management ofthe company; and

(b) in relation to a person who is personally responsible under paragraph (b) of that
sub-section, such debts and other liabilities ofthe 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 company and a
person shall be deemed involved in the management of the company, if he is a director or
concemed, whether directly or indirectly or takes part in the management ofsuch company.

174. Prohibition on assigtrment of ollice by directors.{l) A director of any company
shall not assign his office to any othsr person and any such appointment shall be void ab-initio.

(2) Notwithstanding anything contained in sub-section (l), the appointment by a director,
with the approval of the board, of an altemate or 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
olIce.

(3) The altemate director appointed under sub-section (2) shall ipso facto vacate office if
and when the director appointing him retums to Pakistan.

175. Penalty for unqualified person rcting as director.-Ifa person who is not qualified
to be a director or chief executive or who has otherwise vacated the office of director or chief
executive describes or 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 I on the standard
scale.

176. Proceedings of the board.- (l) The quorum for a meeting of board of a listed
company shall nol be less than one-third ofnumber ofdirectors or four, whichever is great€r and
the participarion of the directors by video conferencing or by other audio visual means shall also
be counted for the purposes ofquorum under this sub-section:

Provided that if at any time, there are not enough directors to form a quorum 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 board of other than listed company shall be as

provided in the articles.
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(3) The board of a pub ic company shall meet at least once in each quarter ofa year

(4) If a meeting of thr: board is conducted in the absence of a quorum or a me€ting of
board is not held as required by sub-sectioo (3), the chairman of the directors and the directors
shall be liable-

(a) if the default relates to a listed company, to a penalty of level 2 onthe standard

scale; and

(b) if the default relates to any other company, to a penalty of level I on the
standard sca,e.

U7. Ineligibility of brrnkrupt ao act as director.- lf any person being an undischarged
insolvent acts as chiefexecuti/e or director of a company, he shall be liable to imprisonment for
a term not exceeding.two years or to a fine not exceeding one hundred thousand rupees, or to
both.

l7E. Records of reso utioDs and meetings of board.-(l) Every company shall keep
records comprising-

(a) all resolutions of .he board passed by circulation; and

(b) minutes of all pr<,ceedings of board meetings or committee of directors along with
the names ofparticipants, to be entered in properly maintained books.

(2) Minutes recorded ir accordance with sub-section (l), ifpurpofting to be authenticated
by the chairman of the meetinll 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 wh?reof minutes have been so made shall be deemed to have been
dull called, held and conducte(I.

(4) A copy of the draft minutes of meeting of board shall be fi:mished to every director
within fourteen days ofthe dae ofmeeting.

(5) The records must b( kept at the registered office ofthe company from the date of the
resolution, meeting or decisiorr simultaneously in physical and elecfionic form and it shall be
preserved for at least ten yeals n physical form and permanently in electronic form.

(6) Any contravention or default in complying witlr requirement of this section shall be
an offence liable to a penalty ol l€vel I on the standard scale.

179. Passing of resolution by the directors through circulsaion.- (l) A resolution in
writing signed by all the direc:ors or the committee of directors for the time being entirled to
receive notice ofa meeting o'the directors or committee of dire€tors shall be as valid and
effectual as if it had been passed at a meeting ofthe directors or the committee of directors duly

. tonvened and held.
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(2) A resolution shall not be deemed to have been duly passed, unless the resolution has

been circulated, together with the necessary papers, ifany, to all the directors.

(3) A resolution under sub-section (l) shall be noted at a subsequent meeting ofthe board
or the committee thereoi as the case may be, and made part ofthe minutes ofsuch meeting.

(4) A directors'agreemenl to a written resolution, passed by circulation, once signified,
may not be revoked.

lEo. Liabilities of directors and officers.- Any provision, whether contained in the
articles of a company or in any contract l+ith a company or otherwise, for exempting any
oflicer or auditor of the cornpany, from, or indemnifyitrg him against, any liability which
by virtue of any law would otherwise atlach 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 compary,
shall be yoid except as otherwise specified for:

(a) provisions of insurance undertaken by a company on behalf of such
oflicers of the company; or

(b) qualifying third perty indemrity provisions undertaken by a

company on behalf of such omcers ofthe company:

Provided that, notwithstanding anything contained in this section, a company
may, in pursuance of any such provision as aforesaid, indemnify any such director, chief
executive, omcer against ally liability incurred by him in defending any proceedings,
whether civil or criminal, in which judgment is give[ in his favour or in which he is
acquitted, or in connection with any application under section 493 itr which relief is granted
to him.

l8l. Pmtection to independent and non-executive directors. (l) Notwithstanding
anlthing contained in this Act-

(a) an independent director; and

(b) a non-executive 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 or where he had not acted diligently.

(2) For the purpose of this section a non-executive director means, a person on the board
of the company who-

(a) is not fiom among the executive management team and may or may not be
independent;

(b) is expected to lend an 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 ofthe company;
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(d) is not a ben:ficial owner of the company or any of its associated companies or
undertaking;;

(e) does not draw any remuneration from the company except the meeting fee.

182, Loans to directors: requirement of memberc' approval.-(l) A company shall
nc,t-

(a) make a loar to a director ofthe company or of its holding company; or to any
of his relatives:

(b) give a guaantee or provide security in connection with a loan made by any
person to such a director; or to any ofhis relatives;

unless the transaction has betn approved by a resolution ofthe members ofthe company

Provided that in cas€ of a listed company, approval of the Commission shall also be

required before sanctioning ofany such loan.

Explanstion.- Fot the purpose of this section "relative"' in relation to a director means

his spouse and minor children.

(2) Nothing containe(l in sub-section (l) shall apply to a company which in the ordinary
course of its business provid:s loans or gives guarantees or securities for the due repayment of
any loan.

(3) Every person wlLo is a party to any contravention of this section, including in
particular any person to whorn the loan is made or who has taken the loan in respect of which the
guarantee is given or the secrrrity is provided, shall be punishable with fine which may extend to
one million rupees or with sirnple imprisonment for a term which may extend to one year.

(4) All persons who :re parties to iny contravention of sub-section (l) shall be liable,
jointly and severally, to the lending company for the repayment of the loan or for making good
thc sum with markup not less than the borrowing cost ofthe lending company which the lending
company may have been ca led upon to pay by virtue of the guarantee given or the securiry
pn>vided by such company.

(5) Sub-section (l ) shall apply to any ransaction represented by a book-debt which was
fiom its inc€ption in the nature ofa loan or an advance.

It3. Powers of boar(|.-<l) The business of a company shall be managed by the board,
who may exercise all such powers ofthe company as are not by this Act, or by the articles, or by
a special resolution, required to be exercised by the company in general meeting.

(2) The board shall ex:rcise the following powers on behalfofthe company, and shall do
so by means ofa resolution p:ssed at their meeting, namely-

(a) to issue shares;
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(b) to issue debentures or any instrument in th€ nature ofredeemable capital;

(c) to borrow moneys otherwise than on debentures;

to invest the funds ofthe company;

to make loans;

to authorise a director or the firm of which he is a partner or any partner of such
firm or 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.

(d)

(e)

(0

(e)

(h)

(i)

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 acceplance 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 money 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 conhacts exceeding such amount as may
be notified;

(k) to declare interim dividend; and

(l) having regard to such amount as may be determined to be material (as construed
in Generally Accepted Accounting Principles) by the board-

(i) to write offbad debs, advances and receivables;

(ii) to write off inventories and other assets ofthe company; and

(iii) to determine the terms ofand the circumstances in which a law suit may be

compromised and a claim or right in favour of a company may be released,
extinguished or relinquished.

(m) to take over a company or acquire a controlling or substantial stake in another
company;

(n) any other matter which may be specified
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(3) The board of a company shall not except with the consent of the general mecting
either specifically or by way of an authorisation, do any ofthe following things, namely.-

(a) sell, lease or otherwire dispose of the undertakings or a sizeable part thereof unless the' main business of the,)ompany comprises ofsuch selling or leasing; and

Explanotion. For lte purposes ofthis clause-

(D "underlaking" shrll mean an undertaking in which the investment of the company
exceeds twenty percent of its net worth as per the audited financial statements of the
preceding financia year or an undertaking which generates twenty percent ofthe total
income ofthe com;:any during the previous financial year;

(ii) the expression "sizerble part" in any financial year shall mean twenty five percent or
more of the value :f the assets in that class as per the audited financial statements of
the preceding finarcial year;

(b) s€ll or otherwise dispose ofthe subsidiary ofthe company;

(c) remit, give any relief:r give extension oftime for the repayment ofany debt outstanding
against any person spr:cified in sub-section (l) ofsection 182.

(4) Nothing contained in sub-section (3) shall entitle a listed company to sell or otherwise
dispose of the undenaking, which results in or may lead to closure of business operation or
winding up of the comparry, without there being a viable altemate business plan duly
authenticated by the board.

(5) Any resolution pa:sed under sub-section (3) if not implemented within one ye from
tht.date ofpassing shall stanc lapsed.

(6) Any contrayentior or default in complying with requfuement of this section shall be
an offence liable to a penalty of level 2 on the standard scale and shall be individually and
severally liable for losses or damages arising out ofsuch action.

184. Prohibiaion regarding makirg of political contributions.-( I ) Notwithstanding
anything contained in this Ac , a company shall not contdbute any amount or allow utilization of
its assets-

(a) to any political party;,rr

(b) for any political purpoie to any individual or body.

(2) Ifa company contrlvenes the provisions of sub-section (l), then-

(a) the company shall be lrable to a penalty oflevel2 on the sandard scale; and

(b) every director and oflicer of the company who is in default shall be punishable with
imprisonment of eithe' description for a term which may extend to two years and shall
also be liable to a fine tfone million rupees.
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185. Prohibition rcgardirg distribution 
_ 
of gifts.-(l) Notwithstanding anlthing

contained in this Act, a company shall nol dist.ibute gifts in any form to its qrembers in its
meering.

(2) Any contravention or default in complying with requirement of this section shall be
an offeice liable to a penalty ofleyel I on tlre slandard scale.

CHIEF EXECUTII'E

185. Appointment of lirst chief executive.- (l) Every cornpany 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 determined by the subscribers of the
memorandum and his particulars specified under section 197 shall be submined along with the
documenrs for the incorporation ofthe company.

(3) The first chief executive shall, unless he earlier resigns or otherwise ceases to hold
office, hold omce up to the first annual general'meeting ofthe company or, ifa shorter per)od is
fixed by the subscribers at the time ofhis appointment, for such period.

(4) Notwithstanding anlthing contained in this section, the Govemment shall have the
power to nominate chief executive of a public sector company in such manner as may be
specified.

187. Appointmert of subsequent chief executive.- (l) Within fourteen days from the
date of election ofdirectors under section 159 or the office ofthe chiefexecutive 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 ofappointment:

Provided that the c:rief executive appointed against a casual vacancy shall hold oflice till
the drrectors elected in the next election appoint a chiefexecutive.

(2) On the expiry ofhis term ofoflic€ under section 186 or sub-section (l) ofthis section,
a chiefexecutive shall be eligible for reappointmenr.

(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 ofhis successor is

due to any fault on his part or his office is expressly terminated.

(4) Notwithstanding anything contained in this section, the Govemment shall have the
power to nominate chiefexecutive ofa company where fiajority ofdirectors is nominated by the
Govemment, in such manner as may be specified.

188. Terms ofappointment of chief executive.{l) Save as provided in sub-section (2),
the terms and conditions ofappointment ofa chiefexecutive shall be determined by the board or
the company in general meeting in accordance with the provisions in the company's articles.
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(2) The terms and cJnditions of apporntment of a chief executive nominated under
se(ition I 85 or' I 8 7 shall be d€ term ined by the Government, in such tnanner as may be specified.

(3) The chief executir e 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 oftice.

189. Restriction on lppointment of chief executive,- No person who is ineligible to
becomeadirectorofacomparyundersectionl53ordisqualifiedundersectiooslTlorlT2shall
be appointed or continue as tte chiefexecutive ofany company

190. Renioyal of chref executiye.-(t) The board by resolution p?ssed by not less than
three-fourths of the total nunrber of directors for the time being, or the company by a special
resolution, may remove a chief executive before the expiration of his term of office
noryithstanding any'thing conrained in the articles or in any agreement betyeen the company and
such chiefexecutive.

(2) Notwithstanding afl)4hing contained ir this section, the Govemment or an authority or
a person authorized by it shall have,lte power,to remove chief executive ofa company where
more than seventy-five percer t ofthd voting rights are held by the Govemment.

l9l. Chief executive oot to engage in business competing with company's busitress,-
( I) A chief executive of a put,lic company shall not directly t r indirectly engage in any business
which is of the same natur( as and directly competes with the business canied on by the
cornpany ofwhich he is the chiefexecutive or by a subsidiary ofsuch company.

Explanation.- A business shall be deemed to be carried on indirectly by the chief
executive ifthe same is carrie,l on by his spouse or any ofhis minor children.

(2) Every person who is appointed as chiefexeiutive ofa public company shall forthwith
on such appointment disclosr: to the company in wrrting the nature of such business and his
intcrest therein.

192. Chairman in a istcd compaoy.- (l) The board of a listed compaoy shall within
fourteen days from the date r,f election of directors, appoint a chairman fiom among the non-
executive directors who shall hold office for a period of three years unless he earlier resigns,
becomes ineligible or disqualified under any provision ofthis Act or removed by the directors.

. (2) The board shall clearly define the respectiye 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 executiv,: shsll not be the ssme individuaL

(3) The chai.man.shall be responsible for leadership of the board and ensure that the
board plays an effective role ir, fulfilling is responsrbilities.

(4) Every financial strtements circulated under section 223 of this Act shall contain a
revjew report by the chairmar on rhe overall performance ofthe board and effectiveness ofthe
role played by the board in act ieving the company's objectives.
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193. Penalty.-Any contraventio"n 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
debaned by the authority whicir imposes the penalty fiom becoming a director or chiefexecutive
ofa 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 registrar.- 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 solc purchrse, sales agents.-(l) No company whether
incorporated in Pakistan or outside Pakistan which is carrying on business in Pakistan shall,
without the approval ofthe Commission. appoint any sole purchase, sale or distribution agent:

Provided that this sub-section shall not apply to a sole purchase, sale or distribution agent

appointed by a.company incorporated, outside Pakistan, unless the major portion of the business

ofsuch companl is conducted in Pakistan.

(2) Whoever contravenes any of the provisions of this section shall be punishod wrth

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, ifthe person guilty of the offence is a company or
other body corporate. every director, chief executive, or other officer, agent or partner thereof
shall, unless he proves that the offence was committed withbut his knowledge or that he

exercised all due diligence to prevent iLs commiision, be deemed to be guilty ofthe offence.

REGISTER OF DIRECTORS AND OTHER OFFICERS

197. Register of directors, officers.- (l) 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 sub-section (1) shall, within a period often days of his

appointment or any change therein, as the caie may be, fumish to the company the particulars
specified under sub-section (l).

(3) Every company shall. within a period of fifteen days from the date of appointment of
any person refened in sub-section (l) or any change among them, or in any oftheir particulars,
file with the registrar a retum in the specified form:

Proi,ided that this sub-section shall not apply to the first appointment made at the time of
incorporation of the company.

(4) Any contrdyention or default in compllng with requirement of sub-section (l) or
sub-section (3) shall be an offence liable to a penalty of level I on the standard scale.
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(5) If the name of any person is fraudulently or without sufficient cause entered in or
omitred from the register of directors of a compan), the person aggrieved or the company, may
apply to the Court for rectification ofthe register of directors.

(6) The Court may either refuse the application or may order rectification ofthe register
on srrch terms and conditions as it may deem fit and may make order ?!s to costs.

(7) Where the Court has passed and order under sub-section (6) that prino facre entry in
or omission fiom, the register oldirectors the name or other particulars ofany person. was made
fraudulently or without sufiici,)nt cause, the Court may send a reference for adjudication of
offence under sub-section (E) 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 punishable with
imprisonment-for a term which may extend to three years or with fine which may extend to one
pillion rupees, or with both.

(9) When it makes an order for rectification ofthe register of directors in respect ofa
company, the Court shall cause r copy of the order to be forwarded to the company and shall, by
its order, direct the company tc, file notice of the rectification with the registrar within f,rfteen

days from the receipt ofthe ord(r.

198. Rights to inspect. (l) The register kept under section 197 shall, be open to the
inipection ofany member of the company and of a'ny other person during business hours, subject
to such reasonable restrictions, is the company may impose by its articles or in general meeting,
so that noa less than rwo hours ir each day are allowed.

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

(3) A person seeking to oxercise the rights conferred by this section must make a request
to the company to that effect.

(4) The request must con.ain the following information-

(a) in the case ofar individual, his name and address;

(b) in the case of an organisation. its name and address and also of the authorised
personl and

(c) the purpose for which the infomation is to be used

(5) In the case any inspe,jtion is refused, the registrar on application made by the person
to whom inspection has been refused and.upon notice to the company, may by order direct an
immeJiate inspection ofthe regir ter.

(6) Any contravention or default in complying with requirements of this section shall be
an offence shall be liable to a penalty of level I on the standard scale.
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MISCELLANEOUS PROVISIONS REGARDING INVESTMENTS, CONTRACTS
OFFICERS AND SHAREHQLDINGS, TRADING AND INTERESTS

199. Inv€stments iD associated companies and undertaking.-(l) A company shall not
make any investment in any of its associarcd companies or associated undertakings exc€pt under
the'authority ofa special resolution which shall indicate the nature. period, amount of investment
and terms and conditions attached thereto.

Explqnotion: The term 'investment' shall include equiry, loans, advances, guamntees, by
whatever name called, except for the amount due as normal trade. credit, where the terms and
conditions of trade transaction(s) carried out on arms-length and in accordance with the trade
policy ofrhe 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
shall inter-alia include the terms and conditions specifoing the nature, purpose, period of the
loah, rate of return, fees or commission, repayment schedule for principal and retum, penalty
clause in case of default or late repayments and securiry, if any. for the loan in accordance with
the approval ofthe members in the general meeting:

Provided that the retum orl such investment shall not be less than the bonowing 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 agreemen! failing
which the directors shall be personally liable to make the payment:

Provided further that the directors of the investing company shall certiry that the
investment is made after due diligence and financial health of the bonowing company ig such
rhat it has the ability to repay the loan as per the agreement.

(3) The Commission may-

(a) by notificalion in the official Gazette, speciry the class of companies or
undertakings to which the restiiction provided in sub-section (l) shall not.apply;
and

(b) through regulations, specifl such disclosure 'requirements, conditions and
restrictions on the nature, period, amount of investmgnt 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 terms and
conditions attached thereto shall be made only under the authority ofa special resolution.

(5) Every company shall maintain and keep ar its registered office a register of
investments in associated companies and undertakings containing such particulars as may be

specified.

(6) Any contmvention or default in complying with requirements ofthis section shall be

an offence liable to a penalty of level 3 on the standard scale and in addition, shalljointly and

severally reimburse to the company any loss sustained by the company in consequence of an

investment which was made without complying with the requirements of this section.
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200. lnvestments of rompany (o be held in its owo name.-(l) All iflvestments made by
a company on its own behalf shall be made and hcld by it in its own name:

Provided that the company rnay hold any shares in its subsidiary company in the name of any
nominee of the company, if tt is necessary to do so, to ensure that the number of members of the
subsidiary company is not re,luced below the sratutory Iimit

(2) Where the company has a right to appoint or gel elected any pelson 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 such other company of an amount not exceeding the nominal
value of the qualification strares which are required to be held by a director thereot may be
registered or held by such c,)mpany jointly in its own name and in the name of such person or
nofninee, or in the name ofsuch person or nominee alone.

(3) Nothing in this sr)ctioh shall be deemed to prevent a company from depositing with,
or transferring to, or holdin l, or registering in the name ofa central depository any shares or
securities.

(4) Where, in pursuarrce ofproviso to sub-section (l) or provisions ofsub-seclions (2) or
(3), any shares or securities n which inyeshnents have been made by a company are not held by
it in its own name, the colnpany shall forthwith enter in a register niaintained by it for the
purpose at its registered office the nature, value and such other paniculars as may be necessary
fully to identiry such shares,rr securities.

(5) The register maintained under sub-scction (4) shall, be open to the inspection of
members without charge, and to any other person on payment of such fees as the company may
specifo in this behalf durirrg business hours, subject to such reasonable restrictions, as the
company rnay impose, so thirt not less than two hours in each day be allowed.

(6) Any member mav require a certified copy of register or any pan thereoi on payment
ofsuch fee as may be fixed lry the company.

(7) The certified copies requested under this section shall be issued within a period of
seven days.

(8) A member seekirg to exercise either ofthe rights confened by sub-sections (5) or (6)
nrust make a request to the company to that effect

(9) tfa company c( ntravenes the provisions of sub-section (l). the company shall be
punishable with fine which may extend to five million rupees and every officer of the company
lvho is in default shall be Junishable with imprisonment for a term which rnay extend to fuo
years or with fine which mav extend to one million rupees. or rvith both.

(10) Any contravention or default in complying with lequirements ofsub-sections (4), (5)
or (6), shall be an offence liable to a penalty of leyel I on the standard scale: and the regist.ar
may by an order compel ar immediate inspection of the register or direct rhar copies required
shail be sent to the persons requiring them.
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201. Method of contractiog.-( I) A contact or other enforceable obligation may be

entered into by a companl as lollows:

(a) an obligation which, if entered into by a natural person, will, by law, be required to be

by deed or otherwise in writing, may b€ entered into on behalf of the company in
wriring signed under the name of the company by a director. attorney or any other
person duly authorised by the board and may affx common seal ofthe company;

(b) an obligation which, ifentered into by a natural person, is not,ty law, re4uired to be in
writing. may be entered inro on behalf of the company in writing or orally by a person

acting under the company's express or implied authoriry.

(2) All contracts made according to sub-section (l) 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 erchange, promissory trotcs atrd deeds.- (l) A bill of
exchange or promissory note shall bq 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 accounr of, the company by any person acting under its authority, express or implied.

(2) A company may, by writing, authorise any person, either generally or in respect of
any specified matters! eE its attomey to execute deeds on its behalf in any place either in or
outside Pakistan.

(3) A deed signed by such an attomey on behalf of the company and under his seal shall
bind the company and have the effect as if it was made by the compdny itself.

203. Company to hsye ollicirl scal for use .broad.-(l) A company that h6 a common
seal may have an official seal for use ourside Pakistan.

(2) The official seal must be a facsimile ofthe company's common seal, with the addition
on its face ofthe narne ofevery tenitory where it is to be used.

(3) The oflicial seal rx'hen duly affixed to a document has the same effect as the
compan)'s common seal.

(4) A company havrng such an ollicial 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 document to which the company is party in that tenitory.

(5) The authonty of any such agenl shall, as between the €ompary and any person

dealing with the agent. continue during the period. if any, mentioned in the inshument confefiing
the authority, or if no period is mentioned therein, then until notice of the revocation or
determination ofthe agent's authority has been given to the person dealing with him.

(6) The person aflixing any such official seal shall, by writing under his hand, on the
deed or other document Io,which the seal is aflixed, ceniry the date and place of affixing the
same.
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(7) A deed or othe- document to which an official seal is duly affixed shall bind the
(iompany as if it had been ir:aled with the common seal ofthe company.

204. Duties of directors.-( l) Subject to the provisions of this Act, a director of a

tompany shall act in accordance with the anicles ofthe company.

. (2) A director of a company shall act in good faith in order to promote the objects ofthe
company for the benefit of its members as a whole, and in the best interests of the company, its
employees the shareholders the community and for the protection ofenvironment.

. (3) A director qfa ccmpany shall discharge his duties with due and reasonable care, skill
and diligence and shall exercise independent j udgment.

(4) A director ofa c,)mpany shall not involve in a situation in which he may have a direct
or indirect interest that conflicts. or possibll rnay .onflict. wirh the interest ofthe company.

(5) A director of a ,:ompany shall not achieve or atternpr to achieve any undue gain or
advantage either to himself lr to his relatives. partners, or associates and ifsuch director is found

euilty of making any unduo gain, he shall be liable to pay an amount equal to that gain to the
company.

(6) A director of a crmpany shall not assign his office ard any assignment so made shall
be void

(7) In addition to th( precediirg sub-sections, the Commission may provide for the extent
ofduties and the role ofdir€ctors as may be specified.

(8) Any breach of,luty, dcfault or negligence by a director in contravention of the
articles of thc company or any of its policy or decision of the board may be ratified by the
company through a speci:,l resolution and the Commission may impose any restriction as

rray be specified.

(9) Without prejudice to any other action that may be taken under this Act or any other
law, any contravention or,lefault in complying with requiremens'of this section shall be an

offence liable to a penalty o.-level I on the standard scale.

205. Disclosure of interest by director.-( l) Every director ofa company who is in any
$,ay, whether directly or irdirectly, concemed or inlerested in any contract or aflangement
entered into, or to be entere(l into, by or on behalfofthe company shall disclose the nature pf his
c,lncem or interest at a meetirig ofthe board:

Provided that a direttor shall be deemed also to be interested or concemed if any of his
rolatives, is so interested or i)oncemed.

Explonolion.-+ot th. purpose ofthis section "director's relatiyes", are-

(a) the direct,)r's spouse;

(b) the direct,)r's children, including the step children;
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(c) the director's parents;

(2) The disclosure required to be made by a director under sub-section (l) shall be made-

(a) in the case of a contract or arrangement to be entered into, at the meeting of
the board at which the question ofentering into the contract or a[anBement is

first taken into consideration or, if the director was not, oo the date of that
meeting, concemed or interested in the contract or aflangement, at the first
meeting ofthe board held after he becomes so concemed or interested; and

(b) in the case of any other contract or arrangement, at the first meeting of the
board held after the director becomes concemed or interested in the contract
or arrangement.

(3) For the purposes ofsub-sections (l) and (2). a general notice given to the board to the
€ffect that a director is a director or a member of a specified body corporate or a partner of a
specified firm and is to be regarded as concemed 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 concem or interest 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
given in the last month ofthe financialyear in which it would otherwise expire.

(5) No such general notice, and no renewal thereof, shall be of effect unless either it is
given at a meeting ofthe board, or the director concemed takes reasonable steps to ensure that it
is brought up and read at the first meeting ofthe boarC after it is given.

(6) Any contravention or default in complying with requirements of sub.sections (l) or
(2), shall be an offence liable to a penalry of level I on the standard scale.

206. lnterest of officers.{l) Save as provided in section 205 in respect of directors, no
other officer of a company who is in any way, directly or indirectly, concemed or interested in
any proposed contract or arrangement with the company shall, unless he discloses the nature and
extent of his interest in the transaction and obtains the prior approval ofthe board, enter into any
such contract or arrangement.

(2) Any contravention or default in complying with requirement under this section shall
be an offence liable to a penalty of leyel I on the staldard scalo.

207. Interested director not to participate or vote in proceedings of board.- (l) No
director of a company shall, as a director, take any part in the discussion of, or vote on, any
contract or arrangement entered into, or to be entered into, by or on behalfof the company, if he
is in any way, whether directly or indirectly, concemed or interested in the contract or
arrangement, nor shall his presence count for the purpose of forming a quorum at the time of any
such discussion or vole: and if he does rrote. 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 present while that matter is being
considered.
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(2) If majority ofthe (lirectors are interested in, any contract or arrangement entered into,
or to be entered into, by or o[ behalf of the company. the matter shall be laid before the general
moeting for approval.

(3) Sub-section ( I ) sh:rll not apply to

(a) a private compaly which is neither a subsidiary nor a holding company ofa public
company;

(b) any contract of indemniry or insurance coverage executed by the company in favour
of interested dir:ctor against any loss which he may suffer or incur by reason of
becoming or being a surety for the company or while undertaking any transaction
on behalf ofthe ,;ompany:

Provided that for the purpose of clause (b), a company shall only insure the
liability of inter€sted director where such liability arises out of a transaction vatidly
approved by the board or the members ofthe company as the case may be:

(4) Any contravention or default in complying with requirements under this section shall
be an offence liable to a penalty oflevel I on the standard scale.

20E. Related psrty transactions.- (l) A company may enter into any contract or
arrangement with a related Farty only in accordance with the policy approved by the board,
subject to such conditions as rray be specified, with respect to-

(a) sale, purchase or supply ofany goods or materials;

(b) selling or otherwise disposing of, or buying. propeny ofany kind;

(c) leasing ofproperry ofany kind:

(d) availing or rende'ing ofany services;

(e) appointment of rny agent for purchase or sale of goods, materials, services or
property; and

(f) such related part /s appointment to any office or place of profit in the company, its
subsidiary company or associated company:

Provided that where majoriry of the directors are interested in any of the aboye
transactions, the mafter shall be placed before the general rneeting for approval as sp€cial
resolution:

Provided also that notl ing in this sub-section shall apply to any transactions entered into
by the company in its ordinary course ofbusiness on an arm's length basis.

Explonotion.- ln this sub-section-

(a) the expression "office (,f prolit" means any office-
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(i) where such office is held by a director, if the director holding it receives fiom rhe

company an),lhing by way of remuneration over and above the remuneration to which
. he is enti(led as director, by way of salary, fee, commission, perquiiites, any renr-free

accommodation. or olhcrwise:

(ii) where such office is held by an individual other than a director or by any firm, private
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, commrssion, perquisites, any rent-fiee accommodation, or otherwise;

(b) the expression "arm's lenglh transsction" means a transaction which is subject to such
terms and conditions as may be specified.

(c) the expression "related party" includes-

(i) a director or his relative:

(ii) a key managerial personnel or his relative;

(iii) a firm, in which a director, manager or his relative is a partner;

(iv) a private company in which a director or manager is a member or director;

(r) a public company in which a director or manager is a director or holds alongwith
his relatives, any shares of its paid up share capital;

(vi) any body corporate whose chief executive or manager is accustomed to act in
accordance with the advice, directions or insfuctions ofa director or manager;

(vii) any person on whose advice, directions or instructions a director or manager is

accustomed to act:

Provided that nothing in sub-clauses (vr) and (vir) shall apply to the advice,
directions or instructions given in a professional capacity;

(viii) any company which is

(,4) a holding, subsidiary or an associated company ofsuch company; or

(B) a subpidiary of a holding company to which it is also a subsidiary;

(rr) such other person as may be specified;

Explanation.- For the purpose of this section "relative" means spouse, siblings and
lineal ascendants and descendans ofa person.

(2) Every contract or arrangement entered into under sub-section (l) shall be referred to
in the board's report to the shareholders along with the justification for entering into such

contract or arrangement.
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(3) The Commissior may specify the record to be maintained by the company with
reijards to transactions undenaken with the related party.

(4) Where any contract or a[angement is entered into by a director or any other
enrployee, without obtaining the consent of the board or approval by a special resolution in the
general meeting under sub-section (1) and if it is not ratified by the board or, as the case may be,
by the shareholders at a meriting within ninety days from the date on which such contract or
anangement was entered into, such contract or arrangement shall be voidable at the option ofthe
board and ifthe,contract or ifrangement is with a related party to any director, or is authorised
by any other director, the directors concemed shall indemnif the company against any loss
inr:uned by it.

(5) Without prejudic(, to an,.thing contained in sub-section (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 section for recovery of any loss sustained

by it as a result ofsuch contrict or arrangement.

(6) Any director or any other employee of a company, who had entered into or authorised
tho contract or arrangement irr violation ofthe provisions ofthis section shall be liable-

(a). in case of listed company, be punishable with imprisonment for a term which
may extend t ) three years or with fine which shall not be less than five million
rupees, or wilh both; and

(b) in case of an1 other company, to a penalty oflevel 2 on the standard scale.

209, Register of colltracts or arrangements in which directors are interested.- (1)
Erery company shall keep ore or more registers giving separately the particulars ofall contracts
or anangements, in such ma.nner and containing such particulars as may be specified by the
Commission.

(2) Every director rihall, within a period of thirty days of his appointment, or
relinquishment ofhis office, rs the case may be, disclose to the company the particulars relating
to his concem or interest in the other associations which are required to be included in the
register under sub-section (1) or such other information relating to himself as may be specified.

(3) The register referred to in sub-section (l) shall be kept at the registered office of the

company and it shall be opetl for inspection at such of6ce during business hours and extracts
mtLy be taken therefrom, and copies thereof as may be required by any member of the company
shall be fumished by the conrpany to such extent, in such manner, and on payment of such fees

as may be specified.

(4) The register to be'(ept under this section shall also be produced at the commencement
of every annual general meetrng ofthe company and shall remain open and accessible during the
co'ltinuance ofthe meeting to any person having the right to attend the meeting.

(5) Nothing contained in sub-section (l) shall apply to any contract or anangement-
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(a) for the sale, purchase or supply of an.v- goods, materials or services if the value of
such goods 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 default in complying with requirements under this section shall
be an offence liable to a penalty oflevel I on the standard scale.

210. Contract of employment with directorc.- (l) Every company shall keep at its
registered office-

(a) where a contract of service with a director is in writing, a copy ofthe contract;
or

(b) where such a contract is not in writing, a wriften memorandum setting out its
tefins

(2) The copies of the contract or the memorandum kept under sub-section (l) shall be
open to inspection by any member ofthe company without payment offee.

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

(4) The provisions ofthis section shall not apply to a private company-

211. Restriction on non-cash transactiors involving directors.- (l) No company shall
enter inlo an arrangement by which.

(a) a director ofthe company or its holding, subsidiary or associated company or
a person connected with him 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,
ftom such director or person so connected;

unless prior approval for such arrangement is accorded by a resolution ofthe company in general
meeting and if the director or connected person is a director of its holding company, approval
under this sub-section shall also be required to be obtained by passing a resolution in general
meeting ofthe holding company.

(2) The notice for approval of the resolution by the company or holding company in
general meeting under sub-section (l) shall include the particulars ofthe arrangement along with
the value ofthe assets involved in such anangement duly calculated by a registered valuer.

(3) Any arrangement entered into by a company or its holding company in contravention
ofthe provisions ofthis section shall be voidable at the instance ofthe company unless
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(a) the restiturion of any money or other consideration which is the subject-
mafter of lhe arrangement is no longer possible and the company has been

indemnifiel by any other person for any loss or damage caused to it: or

(b) any rights are acquired bona fide for value and without notice of the
contravention ofthe provisions ofthis section by any other person.

(,1) The company slrall ensure tlrat all cash transastions with its directors are
conducted only through ban king channels.

212. Declaring a dir€ctor to bc lacking fiduciary behaviour.-The Coun may declare a

director to be lacking fiduciary behaviour if he contravenes the provisions of section 205 or sub-
section ( l) of section 206 or s;ctions 207 or 208:

Provided that before rnaking a declaration the Court shall afford the director concemed
an opponunity of showing calrse against the proposed action.

213, Disclosure to rnembers of directors' interest in cortract appointing chicf
executivc or secretary.- (l) I)very director ofa company who is in any way, whether directly or
indir€ctly, concemed or interr'sted, in any appointment or contract for the appointment of a chief
executive, whole-time direcbr or secretary of the company shall disclose the nature of his
interest or concem at a meeling of the board in which such appointment or contract is to be
approved and the interested djrector shall not participate or vote in the proceedings ofthe bgard.

(2) All contracts ente"ed into by a company for the appointment of a chief executive,
whole-time director or secretary shall be kept at the registered office ofthe company.

(3) Every contract required to be kept under sub-section (2) must be open to inspection
by any member ofthe compar y without charge.

(4) Any member of ttLe company is entitled, on request and on payment of such fee as

may be fixed by the companl , to be provided with a copy of any such contract. The copy must
be provided within seven day: after the request is received by the company.

(5) Any contravention or default in complying with requirements under this section shall
be an offence liable to a penalry oflevel I on the standard scale.

214. Cofltracts by agents of company in which compaly is undisclosed principal.-
(1) Every officer or other at,ent of a company, other than a private company, not being the
subsidiary company of a put,lic company, who enters into a contract for or on behalf of the
cornpany in which contract thr company is an undisclosed principal shall, at the time ofentering
into the contract, make a memorandum in writing ofthe terms ofcontract, and speci$ therein the
person with whom it has been made.

(2) Every such officer rr other agent shall forthwirh deliver the memorandum aforesaid to
the company and its directors which shall be laid before next meeting ofthe board.

(3) If any such omcer or other agent makes default in complying with the requirements
of lhis section-
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(a) the contract shall, at the option ofthe company, be void as against the company;
and

(b) such omcer or other agent shall be liable to a penalty of level I on the standard
scale.

215. Liability for undesired activities of the shareholders.-( 1 )A member of a
company shall act in good faith while exercising its powers as a shareholder at the general
meetings and shall not conduct themselyes in a manner that is considered disruptive to
proceedings of the meeting.

(2) Without prejudice to his rights under this Act, a member of the company shall not
exert rnfluence or approach the management directly for decisions which may lead to create
hurdle in the smooth functioning ofmanagemeot.

(3) Any shareholder who fails to conduct in the manner provided.in this section and as

specified by the Commission shall be guilty ofan offence under this section and shall be liable to
a penalty not exceeding of level I on the standard scale.

216. Company deemed to be a public interest compeny ill certain circumstances.-( I )
Norwithstanding an),thing 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 hearing to a

company or class of companies, by an order in writing exempt such company from the
requirements of this section ifthe Commission determines that such exemption is in the interest
ofthe public:

Provided that such order shall.be posted on the official website ofthe Commission

217. Securities and deposits,-(l) 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 conlract in Ivriting.

(2) The money so received shall be kept in a special accounf 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 sold to an agent, dealer or sub-agent in accordance with a
contract in writing.

218, Employees' provident funds, contributory retirement funds and securities.- (l)
All moneys or securities deposited with a company by its employees in pursuance of their
contracts of service with the company shall be kept or deposited by the company within fifteen
days from the date of deposit in a specia[ account to be opened by the company for the purpose

in a scheduled bank or in the National Saving Schemes, and no poftion thereof shall be utilized



1t2

by the company except for tlre breach of the contract of seryice on the part of the employee as

provided in the contract and efter notice to the employee concemed.

(2) Where a provid,)nt fund. contributory pension fund or any other contributory
relirement fund has been irnstituted by a company for its employees or any class of its
employees, all moneys contriluted to such fund, whether by the company or by the employees or
by both, or received or accruing by way of interest, profit or otherwise fiom the date of
cortribution. receipl or accruiLl. as the case may be. shall eirher-

(a) be deposited-

(i) in a National Savi rgs Scheme;

(ii) in a special account to be opened by the company for the purpose in a scheduled

bankl or

(iii)where the compaly itself is a scheduled bank, in a special aacount to be opened by
the company for the purpose either in itselfor in any other scheduled bank; or

(b) be invested in-

(i) Govemment secul ities; or

(ii) bonds, redeemabl: capital, debt securities or instuments issued by a statutory body,
units of collective. investment schemes registered as notified entities with the
Commission, anrl in listed securities including shares of companies, bonds,
redeemable capital, debt securities and equity securities, subject to the conditions as

may be speci6ed.

(3) Where a trust has been created by a company with respect to any provident fund or a
contributory pension fund or any conlributory retirement fund referred to in sub-section (2), the

company shall be bound to ,)ollect the contribution of the employees concemed and pay such
contributions as well as its o\vn contributions, if any, to the trustees within fifteen days fiom the
date of collection, and therelpon, the obligations iaid on thb company by that sub-section shall
devolve on the trustees and shall be discharged by them instead ofthe company.

(4) The trustees of p-ovident fund, contributory pension or retirement fund shall have
appropriate representation fiom the members ofthe funds.

219. Penalty for conr.rayention of section 217 or 2lt.- Any contravention or default in
complying with requirement! of sections 217 ot 218 shall be an offence liable to a penalty of
level I on the standard scale and shall also be liable to pay the loss suffered by the depositor of
se(:urity or the employee, on irccount ofsuch contravention.

A('('OUNTS OF COIT{PANIES

220. Books of accouut, to be kept by company.{l) Every company shall prepare and
keep at its registered office books of account and other releyant books and papers and financial
statements 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, ifany:
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Provided that in the case ofa company engaged in production, processing, manufacturing
or mining activities, such particulars relating to utilisation of material or labour or the other
inputs or items ofcost as may be specified, shall also b€ maintained:

Provided funher that all or any of the books of account aforesaid and other relevant
papers may b€ 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 noticc in
writing giving the fi.rll address of that other place.

(2) Where a company has a branch oflice in Pakistan or outside Pakistan, it shall be
deemed to have complied with the provisions of sub-section (l), if proper books of account
relating to the transactions effected at the branch office are kept at that office and proper
summarized retums are sent periodically by the branch office to the company at its registered
office or the other place referred to in sub-section (l).

(3) The books ofaccount and other books and papers maintained by the company within
Pakistan shall be open for inspection at the regrstered 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 financial information shall be maintained
and produced for inspection by any director.

(4) Where ar inspection is made under sub-section (3), the officers and other employees
of the company shall give to the director making such inspection all assistance in connection
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
ftnancial years immediately preceding a financial year, or where the company had been in
existence for a period less than ten years, in respect of all the preceding yean together with the
vouchers relevant to any entry in such books ofaccount shall be kept in good order.

(6) If a company fails to comply with any of the requirements of this section, every
director, including chiefexecutive and chieffinancial officer, ofthe company who has by his act
or omission been the cause of such defauh shall-

(a) in respect of a listed company, be punishable with imprisonment for a term
which may extend to two year and with fine which shall not be less than five
hundred thousand rupees nor more thar five million rup6es, and with a further
6ne which may extend to ten thousand rupees for every day after the first
during which the default continues; and

(b) in respect ofany other company, be punishable with imprisonment for a term
which rnay exte[d to one year and with fine which may extend to one
hundred thousand rupees.

(7) The provisions of this section except those of sub-section (5), shall apply tnulalis
mulandk to the books ofaccount which a liquidator is required to maintain and keep.

22t. Inspection of books of account by the Commission.- (l) The books ofaccount and

books and papers of every company shall be open to inspection by any officer authorised by the
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Ccmmission in this behalfif, for reasons to be recorded in writing, the Commission considem it
necessary so to do.

(2) lt shall be the duty of eyery director. officer or other employee of the company to
produce to the person making inspection under sub-section (l) all such books of account and
books and papers ofthe com;any in his custody or under his control, and to fumish him with any
such statement, information or explanation relating to the affairs of the company, as the said
person may require of him within such time and at such place as he may specifu.

(3) It shall also be the duty of every director, officer or other employee ofthe company to
give to the person making inspection under this section all assistance and facilitation in
connection with the inspectio'r which the company may be reasonably expected to give.

(4) The officer making the inspection under this section may, during the course of
inspection-

(a) make or cause to be nade copies ofbooks ofaccount and other books and papers; or

(b) place or cause to be p,laced by marks of identification thereon in token of the inspection
having been made;

(c) take possession ofsu(h documents and retain them for thirty days if there are reasonable
grounds for believing that they are €vidence ofthe commission ofan offence.

(5) Where an inspect on of the books of account and books and papers of the company
has been conducted under this section, by an ofTicer authorised by the Commission, such officer
shall make a report to the Cornmission.

(6) Any officer authorised to make an inspection under this section shall have all the
powers that the Commission ras under this Act in relation to the making of inquiries.

222. Dcfa t in compliance with provisions of section 221.-(l) If default is made in
complying with the provisior s of section 221, every person who is in default shall be punishable
with imprisonment for a terr which may extend to olle hundred and eighty days and with fine
which may extend to one hundred thousand rupees.

(2) Where a director ,)r any other omcer 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 omce as such anl, on such vacation of office, shall be disqualified for holding such
office in any company, for a lteriod ofthree years.

223. Financial Statrments,-( l) The board of every company must lay before the
company in annual general Ineeting its financial statements for the period, in the case of first
such statements since the inc )rporation ofthe company and in any other case since the preceding
financial statements. made ut to the date ofclose offinancial year adopted by the company.

(2) The financial stat3ments musr be laid within a period of one hundred and twenty
days following the close offinancial year ofa company:
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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 exceeding thirty days.

(3) Subject to the provision ofsub-section (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
exceed one year except where special permission ofthe registrar has been obtained.

(5) Th'e financial statement shall be audited by the auditor ofthe company, in the manner
hereinafter provided, and the auditor's refort shall be attached thereto:

Provided that nothing in this sub-section shall apply to a private company having the paid
up capital not exceeding one million rupees or such higher amount of paid up capital as may be
notified by the Commission.

(6) Every company shall send in the form and manner specified audited financial
statements together with the auditors' report, directors' report and in the case ofa listed company
the chairman's review report to every member ofthe company and every person who is entitled
to receive notice of general meeting, either by post or electronically at least twenty-one days
before the date of meeting at which it is to be laid before the members ofthe company, and shall
ke€p a copy at the registered office ofthe company for tie inspection ofthe members.

(7) A listed company shall, simultaneously with the dispatch of the financial statements

together with the reports referred to in suFsection (6), send by post three 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 company's website:

Provided that the reports shall be made available on the website of the Company for a

time period as may be specified.

(8) The provisions of sub-section (6) of section 220 shall apply to any p€rson who is a
party to th€ default in complying with any ofthe provisions ofthis section.

(9) This section shall not apply to a single member company except to the extent as

provided in sub-section (5).

224. Classification of Companies.- 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 Statements.-(l) The financial statements shall give a true
and fair view ofthe srate ofaffairs ofthe company, comply with the financial reporting standards

notified by the Commission and shall be prepared in accordance with the requirements contained
in the Third Schedule for different class or classes ofcompanies:

Provided that for the purpose of prepamtion of financial statements and related
accounting treatment of associated companies shall be in accordance with financial reponing
standards or such other standards as may be notified by the Commission:
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Provided further that. except to the extent. otherwise notified in the oflicial Gazette by
thc Commission, this sub-se( tion shall not apply to an insurance or banking company or to any
otlrer class of companies for which the requirements of financial statements are specified ln the
la\.v regulating such class ofcompanies.

(2) The Commission nay, of its own motion or upon application by a company, modiry,.
in relation to that company, tlre requirements of the relevant Schedule for the purpose of adapting
it ro the circumstances of a cr,mpany.

(3) The Commission shall have power from time to time to grant exemption to any
company or any class of conLpanies if it is in the public interest so to do, fiom compliance with
all or any ofthe requirements ofthe relevant Schedule.

(4) Notwithstanding inything in this Act any company that intends to make unreserved
compliance ofIFRS issued b'/ the IASB shall be permitted to do so.

Eq onstion.-The excression "IFRS" means lntemational Financial Reporting Standards
and the expression "IASB" neans Intemational Accounting Standards Board-

(5) The provisions of sub-section (6) of section 220 shall apply to any person who is a

party to the default in comply ing with any ofthe provisions ofthis section.

226. Dufy to prepare directors' report and statement of complianc€.-(l) The board
shall prepare a directors' repr,rt for each financial year ofthe company:

Provided that nothinr in this sub-section shall apply to a priyate company, not b€ing a

subsidiary of public companl, having the paid up capital not exceeding three million rupees.

(2) The Commission may by general or special order, direct such class or classes of
companies to prepare a statenrent ofcompliance. 

.

(3) The board of r holding company, required to prepare consolidated financial
stirtements under section 223, shall in its report to the members as provided in section 227,

include information on matt )rs specified in sub-section (2) of section 22? with respect to the

consolidated financial statem :nts.

(4) The directors in their report shall give greater emphasis to the matters that are

significant to the undertakines included in the consolidation.

(5) Any contraventiorr or default in complying with requirements of this section shall be
an offence liable to a penalty of level I on the standard scale.

227. Corterts of directoru' report and statcment of compliance.-(l) The directors
shall make out and attach tr the financial statements, a report with respect to the state of the
company's affairs and a larr review of its business, the amount (if any), that the directors
recommend should be paid by way of dividend and the amourt (if any), they propose to carry to
the Reserve Fund, General R,:serve or Reserve Account.
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(2) Irr 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 specified in sub-section (l ) musl
state-

(a) the names ofthe persons who, at any time during the financial year, were directors ofthe
company;

(b) the prrncipal activities and the development and performance of the company's business
during the financial year;

(c) a description ofthe principal risks and uncertainties facing the company;

(d) any changes that have occuned during the financial year conceming the nature of the
business of the company or of its subsidiaries, or any other company in which the
company has interest,;

(e) the information and explanation in regard to any contents ofmodification in the auditor's
report;

(0 information about the paftem of holding ofthe shares in the form specified;

(g) the name and country of origin of the holding company, if such company is a foreign
company;

(h) the eaming per share;

(i) the reasons for loss ifincurred during the year and future prospects ofprofit, ifany;

O information about defauls in payment ofany debts and reasons thereof;

(k) comments in respect ofadequacy intemal financial controls;

(l) any material changes and commitments affecting the financial position of the company
which have occurred between the end ofthe financial year of the company to which the
financial statement relates and the date ofthe report; and

(m)any other information as may be specified

(3) tn the case of a listed company, the business review must, to the extent necessary for
understanding the deyelopment, performance or position ofthe company's business, include-

(a) the main trends and factors likely to affect the future development, p€rformance
and position ofthe company's business;

(b)
(c)

the impact ofthe company's business on the environment;
the activities undertaken by the company with regard to corporate social
responsibility during the year; and

(d) directors' responsibility in respect of adequacy of intemal financial conEols as

may be specified.
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(4) The board shall nrake out and atlach to the financial statement such statement of
compliance as may be specifi( d.

(5) The directors' repcrt and statement ofcompliance must be approved by the board and
signed by the chiefexecutive rrnd a director ofthe company.

(6) Whoever contraverLes any ofthe provisions ofthis section shall-

ila) in respect of a listed c ompany, be punishable with imprisonment for a term which may
extend to two years and with fine may extend to five hundred thousand rupees and with a

further fine which mav extend to ten thousand rupees for every day after the first during
which the default com nues; and

'b) in respect ofany 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.

22t. Consolidated linancial saatements.- (l) There shall be attached to the financial
staiements of a holding company having a subsidiary or subsidiaries, at the end of the financial
year at which the holding cbrnpany's financial statements are made out, consolidated financial
staTements of the group prese[ted as those of a single enterprise and such consolidated financial
starements shall comply with the disclosure requirements of the relevant Schedule and financial
reporting standards notified b; the Commission:

Provided that nothin6, in this sub-seotion shall apply to a private company and is
subsidiary, where none ofthe holding and subsidiary company has the paid up capital exceeding
onc million rupees.

(2) Where the financ al year of a subsidiary precedes the day on which the holding
company's financial year end; by more than nincty days, such subsidiary shall make an interim
closing, on the day on which the hoiding company s financial year ends, and prepare financial
starements for consolidation purposes.

(3) Every auditor of a holding company appointed under section 246 shall also report, in
the specified form, on consolilated financial stitements and exercise all such rights and duties as

are vested in him under sectiors 248 and 249 respectively.

(4) There shall be dis,:losed in the consolidated financial statements any note or saving
contained in such accounts to call attention to a matter which, apan from the notb or saving,
would properly have been re'erred to in such a qualification, in so far the matter which is the
subject ofthe qualification or note is not covered by the holding company's own accounis and is
material fiom the point ofvie,v of its members.

(5) Every consolidate( financial statement shall be signed by the same persons by whom
the individual financial state nents of the holding company are required to be signed, under
section 232.

(6) All provisions of sections 223.233, 234, 235 and 236 shall apply to a holding
cornpany required to prepare consolidated financial statements under this section as if for the
word "company" appearing in these sections, the words "holding company" were substituted.
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(7) The Commission may, on an apPlication of a holding company, direct that the

provisions ofthis section shall not apply to such extent as may be specified in the direction.

.(E) Any contravention or default in complying with requirements of this section shall be

an offence liable to a penalty of level 2 on the standard scale.

229. Financial year of holding company and subsidiary.{l) The board of a holding
company shall ensure that, except where in their opinion there are good reasons against it, its
financia! year and each of its subsidiaries coincides.

(2) The Commission may, on an application of a holding company or a subsidiary ofthe
holding company, extend the financial year of any such company for the purpose of sub-section
(l).

(3) while granting any extension under sub-section (2), the Commission may gmnt such

other relaxations as may be incidental or ancillary thereto.

230. Rights of holding compsny's representatives and menbers.-(l) A holding
company may, by resolution, authorise representatives named in the resolution to inspect the
books ofaccount kept by any of its subsidiaries; and the books ofaccount ofany such subsidiary
shall be open to inspection by those representatives at any time during business hours.

(2) The rights confened by section 256 upon members ofa company may be exercised, in

respect of any subsidiary, by members of the holding company as if they also were members of
the subsidiary.

231. Financial Statemcnts of modsrabo company to iItrclld,de modotobo accounts.-(l)
There must be anached to the financial statements of a modardba company, the annual accounts
dnd other reports circulated in pursuance of the provisions of section 14 of the Modaraba
Companies and Modaraba (Floatation and Control) Ordinance, 1980 (XXXI of 19t0), made out-

(a) as at the end of the financial year of the modaraba where such financial year coincides
with the financial year of the modarabo company; and

(b) as at the end of the financial year of the modarobq last before that of the modqrqbq
company, where the financial year of the modarqba does not coincide with that of the
modaraba company.

(2) The provisions of sub-section (8) of section 228 shall apply to any person who i! a

party to the default in complying with any ofthe provisions ofthis section.

232. Approval and authentication of Financial Statements.- (l) The financial
statements, including consolidated financial statement, if any, must be approved by the board of
the company and signed on behalfofthe board by the chiefexecutive and at least one director of
the company, and in case ofa listed company also by the chieffinancial 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:
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Provided funher that ir case ofa private company having a paid up capital not exceeding
one million rupees, the financial statements shall also be accompanied by an affidavit executed
by lhe chiefexecutive ifthe a( counts are signed by him or by any of the directors ifthe accounts
has been signed by hvo direc:ors, as the case may be, that the financial statements have been

approved by the board.

(2) The financial statenleflts ofa single member company shall be signed by one director.

(3) Any contravention or default in complying with requirements of this section shall be
an offence liable to a penalty oflevel I on the standard scale.

233. Copy of Financial Saatements to be forwarded to thc registrar.- (l) Without
preJudice to the provisions )f sub-section (5) of section 223, after the audited financial
statements have been laid befc re the company at the annual general meeting and duly adopted, a
copy of such financial statemeots together with reports and documents required to be annexed to
the same, duly signed in the manner provided by sectioni 226, 232 and 251, shall be filed by the
conrpany elcetrorieally with the registrar within thirty days fiom the date of such meeting in
case ofa listed company and u ithin fifteen days in case ofany other company.

(2) If the general meet ng before which the financial statement is laid does not adopt the
same or defers consideration thereof or is adjoumed, a statement of that fact and of the reasons
therefor shall be annexed to th,) said financial statements required to be filed with the registrar.

(3) Nothing in this section shall apply to a priyate company having the paid up capital not
exceeding ten million rupees o r such higher amount of paid up capital as may be notified by
the Commission.

(4) Any contravention or default in complying with requirements of this section shall be
an offence liable-

(a) in case ofa listed coml any, to a penalty oflevel 2 on the standard scale; and

(b) in case ofany other cornpany, to a penalty of level I on the standard scale.

234. Filing of unaud,ted financial statemerts.- (l) A private company, not being a

subsidiary of 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 duly
authenticated financial statem rnts, whether audited or not, with the registrar within thirty days
from the holding of such meeting.

(2)Any contravention c r default in complying with requirement ofthis section shall be an
offence liable to a p€nalty of l( vel I on the standard scale.

235. Right of member of a company to copies of the Fi[rncial Statements and the
auditor's report. - (l)Any nember of the company is entitled, on request and on payment of
sucn fee as may be fixed by tte company to be provided with a copy ofany financial statement.
The copy must be provided wi hin seven days after the requ€st is received by the company.

(2) Any contravention or default in complyrng with requirement of this section shall be
an offence liable to a penalty of level I on the standard scale-
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235. Penalty for improper issue, circulation or publication of Financirl Stetements.-lf

any copy of financial statements is issued, circulated or published without there being annexed or
attached thereto, as the case may be, a copy each of (i) any component of financial statements,
reports, or statements rsfened therein, (ii) the auditors' report, (iii) review reports on the
statement of compliance, (iv) the directors' report and (v) the statements of compliance, the
company, and every oflicer of the company who is in default shall be liable to a penalty of level
I on the standard scale.

237. Quarterly linancial statemeDts of listed companies.- (l) Every listed company
shall prepare the quarterly linancial statem€nts within the period of-

(a) thirty dsys ofthe close offirst and third quarters of its year ofaccounts; and

(b) sixty days ofthe close of its sccond quarter of its year ofaccounts:

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 and approved by the
Commission.

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 terms of sections 223.

(2) The quarterly financial statements shall be posted on the company's website for the
information of its members and also be transmitted elecronically to the Commission, securities
exchang€ and with the registrar within the period specified under sub-section (l):

Provided that a copy of the quanerly financial statements shall be dispatched in physical
form ifso requested by any member without any fee.

Provided further thal the Commission may speciry the time period for which the quanerly
financial statements shall be made available on the website ofthe company.

(3) The provisions ofsection 232 shall be applicable to the quarterly financial statements

(4) lf a company fails to comply with any of the requirements of this section, every
director, including chiefexecutive and chieffinancial officer ofthe 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.

238, Power of Commission to require submission of additional stalements of
accdunts ard reports.- (l ) Notwithstanding an)4hing contained in any other provision of this
Act the Commission may, by geneial or special order, require companies generally, or any class
of companies or any particular company, to prepare and send to the members, the Commission,
the registra( 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
specified in the order.
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(2) Any contraventior 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 deberture-holders to obtain copies of financial statements.{1) The
holders of debentures, inclucling the trustees for holders of debentures, ofa company shall be

entitled to have copies of financial statements of the company and other repons on payment of
such fee as may be fixcd by dre company.

(2) Any contraventiorr or default in complying with requirements of this section shall be

an offence liable to a penalty of level I on the standard scale.

DIVIDENDS AND MANNER AND TIME OF PAYMENT THEREOF

240. Certain rcstrictions on declaration of dividend.-(l) The company in general

mceting 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 disposal of any immovable property or assets of a
cal)ital nature comprised in tl^e undertaking or any ofthe undertaking ofthe company, unless the
business of the company coniists, whether wholly or partly, of selling and purchasing any such
property or assets, except aft(,r such profits are set offor adjusted against losses arising fiom the
sale ofany such immovable property or assets ofa capital nature:

Provided that no divirlend shall be. declared or paid out of unrealized gain on investment
propeny credited to profit an( loss account.

241. Dividend to be l)aid only out of profits.- Any dividend may be paid by a company
either in cash or in kind only ,)ut of its profits.

Explanation.-The pa yment of dividend in kind shall only be in the form of shares of
lisled company held by the diitributing company.

242. Dividend not to be paid except to registered shareholders.-Any dividend
declared by a company must be paid to its registered shareholders or to their order within such
per iod and in such manner as may be specified:

Provided that any div dend payable in cash may be paid by cheque or warrant or in any
electronic mode to the shareh,rlders entitled to the payment ofthe dividend, as per their direction:

Provided funher that in case ofa listed company. any dividend payable in cash shall only
be paid through electronic rnode directly into the bank account designated by the entitled
shiueholders.

243. Directors not to withhold declared dividend.-(l) When a dividend has been
de(ilared, it shall not be lawful for the 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
prcvided in section 242.

Explonotion.-l)iyider:d shall be deemed to have been declared on the date ofthe general
meeting in case oi a dividenrl declared or approved in the general meeting and on the date of
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commencement of closing of share transfer for purposes of determination of entitlement of
dividend in the case of an interim dividend and where register of members is not closed for such
purpose, on the date on which such diyidend 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 of the coinpany shall be punishable with
imprisonment for a term which may extend to two years and with fine which may exrcnd to five
million rupees:

Provided that no offence shall be deemed to have been committed within the meaning of
the foregoing provisions in the following cases, namely-

(a) where the dividend could not be paid by reason ofthe operation ofany 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
liom the shareholder; or

(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 afly default on the part of the company; and

the Commission has, on an application of the company on the specified form made within forty-
five days fiom the date of declaration of the dividend, and after providing an opponunity 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 sub-section (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 convicted under sub-section (2) shall from the day of the conviction
cease to hold the oflice of chief executive ofthe company and shall not, for a period offive years

from that day, be eligible to be the chief executive or a director of that company or any other
company.

244. Unclaimed shates, modotaba certilicates atrd dividend to vest with the Fcderal
Government.{l) Notwithstanding an}'thing to the conkary contained in this Act or any other
law-

(i) where shares of a compfiry or modarabd cenificates of a Modaraba have been
issued: or

(ii) where dividend has been declared by a company or Modorabo;
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which remain unclarmed (,r unpaid for a period of three years from the date it is due and

payable, or

(iii) any other ins:rument or amount which remain unclaimed or unpaid, having such

nature and for such period as may be specified;

the company shall give ni lety days notices to the shareholders or c€rtificate holders or the
owner, as the case may be. to file claim. in the following manner-

(a) by a registered poit acknowledgement due on his last known address; and

(b) after expiry ofnolice period as provided under clause (a), final notice in the specified
form shall be published in two daily newspapers of which one will be in Urdu and

one in English ha,,ing wide circulation.

E\planation. + ot the purpose ofthis section "shares" or "modorabq certific"trs" include
unclaimed or undelivered bonus shares or modaraba certificates and "company" includes a

"modoroba company" .

(2) If no claim is made before the company by the shareholder, cenificate holder or the

owner, as the case may be, the company shall after ninety days fiom the date of publication of
notice under clause (b) of sub-section (1) shall-

(a) in case of sum o[ money, deposit any unclaimed or unpaid amount to the credit of
the Federal Government; and

(b) in case of shares nr modqrabq cenificates or other instrument, report and deliver to
the Commission ruch shares or modaraba certificates or other instrument and the
Commission shall sell such shares or modaraba certificates or other instrument, as

the case may be. in the manner and within such period as may be specified and
deposit the proceedsto the credit ofFederal Govemment:

Provided that where the company has deposited the unclaimed or unpaid amount or
delivered the shares or modan$a certif\cates or other instrument with the Commission for credit
of rhe Federal Govemment, lhe company shall preserve and continue to preserve all original
record pertaining to the deposited unclaimed or unpaid amount and the shares or modqrqba
cen:ificates or other instrumenr and provide copies ofthe relevant record to the Commission until
it is informed by the Commissron in writing that they need not to be preserved any longer.

(3) Notwithstanding arything contained in any law or procedure for the time being in
force, the unclaimed or unprLid amount as well as the proceeds from the sale of shares or
maloraba certificales or any other instument or any benefit accrued thereon, as the case may be,
shall be maintained in a profit bearing account with the State Bank of Pakistan or National Bank
of Pakistan to be called "Companies Unclaimed Instruments and Dividend and Insurance
Benefits and Investors €duca ion Account" as may be notified by the concemed Minister-in-
Charge ofthe Federal Governrnent and shall be deemed to be part ofpublic accounts and interest
/ profit accumulated theredn lhall be credited on quanerly basis to the Fund established under
secr ion 245 ofthis Act.
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(4) Any person claiming to be entitled to any money paid into "Companies Unclaimed
Instruments and Dividend and lnsurance Benefits and Investors Education Account" may in
pursuance ofthis section apply to the Commission in such manner along with such documents as

may be specified for payment thereof and the Commission after necessary verification from the
company concemed forward to the bank as notified under sub-section (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 payment to the claimant shall be made within a period of thirty days
fiom the date ofverification by the company.

(5) A person shall be entitled to receive the shates or modaraba 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 modaraba certificates or the instrument, is effected
by the Commission.

(6) A person making a claim under this section shall be entitled to the proc€€ds of the
sale of the shares or modaraba certificates or the instrument less any deduction for expenses of
sale.

(7) Payment to the claimant pursuant to sub-section (4) and a receipt given by the bark in
this respect shall be a good discharge to the Commission and the bank.

(E) Where any dispute regarding unclaimed sharcs, modoraba certificates, the instrument
or dividend arises or is pending adjudication before the competent authority or CouG the

Commission shall process the claim in accordance with the decision ofsuch authority or Coun.
(9) No claim whatsoever shall be entertained after the period of ten years fiom the credit

ofany amount tq the account ofthe Federal Govemment to be maintained under this section.

(10) Every company within thirty days of the close of each financial year shall submit to
the Commission a retum of all unclaimed sharcs, modaraba certificates, the instruments or
dividend in its books in the manner as may be specified by the Comrnission.

(ll) Whoever contravenes the provisions of this section shall be punishable with a
penalty of level 3 on the standard scale.

(12) The account to be maintained under sub-section (3) shall be available on the
direction of Minister-in-Charge to serve as a collateral in order to facilitate the provision of
cr€dit facility to the clearing house to address any systemic risk in the capital market:

Provided that powers under this sub-section shall be exercised only in case where in
opinion ofthe Commission the resources ofthe clearing house are or likely to be insufficient for
timely settlement oftrades executed at the securities and future exchanges.

245. Establishment of Investor Education and Awareness Fund.- (t) There is hereby
established a fund to be called lnvestor Education and Awareness Fund (hereinafter in this
section referred to as "Fund") to be managed and controlled by the Commission as may be

prescribed through rules.

(2) The Fund shall be credited with-



t26

(a) the interesrprofit earrred on the "Companies Unclaimed lnstruments and Dividend and

Insurance Benefits an(l lnvestors Education Account";

(b) forfeited amounts undrr sub-section (7) ofsection E7 ofthe Securities Act,2015;

(c) grants or donations given by the Federal Covemment, Provincial Govemments,
companies, or any oth )r institution or person for the purposes of the Fund;

(d) the interest or other in;ome received out of the investments made fiom the Fund;

(e) the amount realised irr terms of fourth proviso of section 341 or fourth proviso of sub-
section (4) of section'.i72; al:,d,

(0 such other amounts as may be prescribed
(3) The Fund shall be rtilized for-

(a) the promotion of inve! tor education and awareness in such manner as may be prescribed;

(b) without prejudice to tre generality of the object of sub-clause (a) of sub-section (3), the

Fund may be used for the following purposes, namely-

(i) educational activities including seminars, training, research and publications aimed at
investors;

(ii) awareness progranrs including throdgh media - print, electronic, social medi4 aimed
at investon;

(iii) funding investor (iducation and awareness activities approyed by ttie Commission;
and

(iv) to meet the administrative expenses ofthe Fund.

Explanation :'lnvesloN" means investor in securities, insurance policyholders and
cu:jtomers ofnon-bank fioanc: companies a\d Modqrqbas.

(4) The Commission r;hall, by notification in the official Gazette, constitute an advisory
cornmittee with such members as may be prescribed, for recommending investor education and
awareness activities that ma) be undertaken directly by the Commission or through any other
agcncy, for utilization ofthe I und for the purposes refened to in sub-section (3).

(5) The accouots oftte Fund shall be audited by auditors appointed by the Commission
who shall be a firm of charlered accountants. The Commission shall ensure maintenance of
proper and separate accounts d other relevant records in relation to the Fund giving therein the
delails ofall receipts to, and, r:xpenditure from, the Fund and other relevant particulars.

(6) The Commission ray invest the moneys of the Fund in such manner as set out in
section 20 ofthe Trusts Act, 1882(Ilofl882).
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AUDIT

246. Appointment, removal and fee of tuditors.-(l) The first auditor or auditors of a

company shall be appointed by the board within nin€ty 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 sub-section (3), the subsequent auditor or auditors shall
be appointed by the company in the annual general meeting on the recommendation ofthe board
after obtaining consent ofthe proposed auditors, a notice shall be given to the members with the
notice of general meeting. The auditor or auditors so appointed shall 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 been
obtained 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 on its website.

(4) Where an auditor, other than the retiring auditor is proposed to be appointed, rhe
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 representation shall be read out at the meeting
before taking up the agenda for appointment ofthe 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 meeting in 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 lilled by the board within thirty days from
the date thereof Any auditor appointed to fill in any casual vacancy shall hold oflice until the
conclusion ofthe next annualgeneral meeting:

Provided that where the auditors are removed during their tenure, the board shall appoint
the auditors with prior approval of the Commission.

(7) lfthe company, fails to appoint-

(a) the first auditors within a period of ninety days of the date of incorporation of the
companyl

the auditors at an annual general meetingl or(b)

(c) an auditor in the omce to fill up a casual vacancy within thirty days after the occurrence
ofthe vacancy; and

(d) if the appointed auditors are unwilling to act as auditors ofthe company;

the Commission may, of is own motion or on an application made to it by the company or any
of its members direct 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
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sh,rll appoint auditors of the company who shall hold office till conclusion of the next annual

Seneral meeting:

(8) The remuneration cfthe auditors ofa company shall be fixed-

(a) by the company in the general meeting:

(b) by the board or by tl e Commission, if the auditors are appointed by the board or the
Commission. as the case may be.

(9) Every company slrall, within founeen days from the date of any appointment of an

auditor, send to the registra| intimation thereof, together with the consent in writing of the
auditor concemed.

247. Qualilication and disqualilication of auditors.{l) A person shall not be qualified
for appointment as an auditor -

(a) in the case of a public company or a private company which is subsidiary of a public
company or a privat( company having paid up capital of three million rupees or more
unless such person is a chartered accountant having valid certificate of practice from the
lnstitute ofChartered Accountants of Pakistan or a firm ofchartered accountants; and

(b) in the case of a com:any other than specified in clause (a), unless such person, is a

chartered accountant or cost and management accountant having valid certificate of
practice from the relrpective institute or a firm of chartered accountants or cost and

management accountimts, having such criteria as may be specified:

Proyided that for the l,urpqse of clause (a) and (b), a firm whereof majority of practicing
parlners are qualified for apprintment shall be appointed by its firm name to be auditors ofthe
cornpany.

(2) Where a partnership firm is appointed as auditor ofa company, only the partners who
meet the qualification requirenents as provided in sub-section (l), shall be authorized to act and
sign on behalf of the firm.

(3) None of the following persons shall be appointed as auditor of a company, namely-

(a) a person who is, or al any time during the preceding three years was, a director, other
ofhcer or employee of the company;

tb) a person who is a partner of, or in the employment of, a director, oflicer or employee of
the company;

lc) the spouse ofa directol ofthe company;

(d) a person who is indebted to the company other than in the ordinary course ofbusiness of
such entities:
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(e) a person who has given a guarantee or provided any security in connection with rhe
indebtedness of any third person to the company other than in the ordinary course of
business of such entities;

(f) a person or a firm who, whether directly or indirectly, has business relationship with the
company other than in the ordinary course ofbusiness ofsuch entities;

(g) a person who h6 been convicted by a coun of an offence involving liaud and a period of
ten years has not elapsed from the date ofsuch conviction;

(h) a body corporate;

(i) a person who is not eligible to act as auditor under tI€ code of ethics as adopted by the
Institute of Chartered Accountants of Pakistan and the lnstitute of Cost aod Management
Accountants of Pakistan: and

O a person or his spouse or minor children, or in case of a firm, all parmers of such firm
who hold any shares ofan audit client or any of its associated companies:

Provided that if 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 stch shares within ninety days of
such appointment.

Explanation-{efetence in this section to an "officer" or "employe€" shall be construed
as not including reference to an auditor.

(4) For the purposes ofclause (d) ofsub-section (3) a person who owes-

(a) a sum ofmoney not exce€ding one million rupees to a credit card issuer; or

(b) a sum to a utiliry 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 appointrnent as auditor ofa company ifhe is,

by virtue ofthe provisions ofsuLsection (3), disqualified for appointment as auditor ofany other
company which is that company's subsidiary or holding company or a subsidiary of that holding
company.

(6) Ii after his appointnent, an auditor becomes subject to any of the disqualificuions
specified in this section, he shall be deemed to have vacated his oflice as auditor with effect from
the date on which he becomes so disqualified.

(7) A person who. nor being qualified to be an 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 I penalty of leyel 2 on the sandard scale.
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(8) The appointment ls auditor of a cornpany of an unqualified person! or of a person

who is subiect to any disqLialifications to act as such, shall be void, and, where such an
appointment is made by a corlpany, the Commission may appoint a qualified person in place of
the auditor appointed by the c rmpany.

RIGHTS AND DUTIES OF AUDITOR

24t. Auditors' right to informstion.-(l ) An auditor ofa company has a right-

(a) ofaccess at all times to the compan)'s books. accounts and vouchers (in whatever
form they are held); and

(b) ofaccess to sur:h copies of, an extracts from, the books and accounts ofthe branch
as have been trmsmitted to the principal office ofthe company;

(c) to require any ofthe following pelsons to provide him with such information or
explanations as he thinks necessary for the performance of his duties as auditor-

(i) any director, officer or employee ofthe company;

(ii) any person hrlding or accountable for.rny ofthe company's books, accounts or
vouchers:

(iii) any subsidiary undertaking oIthe company; and

(iv) any office5, employee or auditor of any such subsidiary undertaking of the
company or any person hoiding or accountable for any books, accounts or
vouchers ofary such subsidiary undertaking ofthe company.

(2) If any officer of rr company refuses or tails, wilhout lawful justification, the onus
whereof shall lie on him, to allow any auditor access to any books and papers in his custody or
porver, or to give any such information possessed by him as and when required, or otherwise
hinders, obstructs or delays zn auditor in the performanae of his duties or the exercise of his
po\vers or fails to give notice of any general meeting to the auditor or provides false or incorrect
infilrmation, he shall be liable to penalty as provided under section 252.

249. Duties of auditor'.- (l) A company's auditor shall conduct the audit and prepare his
report in compliance with the requirements of International Standards on Auditing as adopted by
the lnstitute of Chartered Accountants ofPakistan.

' (2) A company's auditor must carry out such examination to enable him to form an

opinion as to-

(a) whether adeqLate accounting records have been kept by the company and retums
adequate for their audit have been received fiom branches not visited by him;
and

(b) whether the ccmpany's financial statements are in agreement with the accounting
records and re.urns.
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(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 everv financial statements and on every other
document forming paIt of such statements including nores, statements or schedules appended
thereto. which are to be laid before the company in general meeting and the report shall state-

(a) whether or not they have obtained all the information and explanations which to the best
of their knowledge and belief were necessary for the purposes of the audir and if not, the
details thereofand the effect ofsuch information on the financial statements:

(b) whether or not in their opinion proper books of accounts as required by this Act have
been kept by the 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 requirements of accounting and
reporting standards as notified under this Act and are in agreement with the books of
accounts and retums;

(d) whether or not.in their opinion and to the best of their information and according to the
explanations given to them, the said accounts give the information required by this Act in
the manner so required and give a true and fair view-

(i) in the case of the statement of financial position, of the state of affairs of the
compafly as at the end ofthe financial year;

(ii) in the case of the profit and loss account and other comprehensive income or the
income and expenditure account, of the profit or loss and other comprehensive
income or surplus or deficit, as the case may be, for its financial year; and

(iii) in the case of statement of cash flows, of the generation and utilisatidr of the cash
and cash equivalents ofthe company for its financial year;

(e) whether or not in their opinion-

(i) invesrments made, expenditure incurred and guarantees extended, during the year,
were for the purpose ofcompany's business; and

(it) zz.kat deductible at source under the Zakat and Usher Ordinance, l9E0 (XVIII of
1980), was deducted by the company and deposited in the Central Zakat Fund
established under section 7 ofthat Act.

E pldnotion.-Where the auditor's repon contains a reference to any other repon,
statement or remarks which they have made on the financial statements examined by them, such
statement or remarks shall be annexed to rhe auditor's repon and shall be deemed to be a part of
the auditor's report.

(4) Where any of the matters refered to in sub-section (2) or (3) is answcred in the
flegative or with a qualification, the repon shall state the reason for such answer-along with the
factual position to the best ofthe auditor's information.
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(5) The Commission nay, by general or special order, direct that, in the case of all
conrpanies generally or such c lass or description of companies as may be specified in the order,
the auditor's report shall als,r include a statement of such additional matters as may be so
specified.

(6) The auditor shall er.press unmodified or modified opinion in his report in compliance
with the requirements of Intrmational Standards on Auditing as adopted by the Institute of
Ch:rtered Accountants of Pakrstan.

(7) The Commission may by general or special order, direct, that the statement of
conrpliance as contained in srb-section (4) ofsection 227 of this Act, shall be reviewed by the
auditor who shall issue a rlview report to the members on the format specified b! the
Cornmission.

(E) The auditor of a company shall be entitled to attend any general meeting of the
conrpany, and to receive all notices of, and any communications relating to, any general meeting
whrch any member of the con pany is entitled to receive. and to be heard at any general meeting
wh ch he anends on any part ofthe business which concems him as auditor.

Provided that, in the cirse of a listed company, the auditor or a person authorised by him
in writing shall be present ir the general meeting in which the financial statements and the
auditor's report are to be considered.

250. Audit of cost ac( ounts,- (l)Where any company or class ofcompanies is required
under first proviso of sub-seJtion (l) of section 220 to include in its books of account the
paniculars referred to therein. the Commission may direct that an audit of cost accounts of the
company shall be conducted irr such manner and with such stipulations as may be specified in the
order by an auditor who is a chartered accountant within the meaning of the Chartered
Accountairts Ordinance, 196l (X of 196l), or a cost and management accountant within the
meming of the Cost and Management Accountants Act, 1966 (XlV of 1966); and such auditor
shall have the same powers, duties and liabilities as an auditor of a company and such other
po\vers, duties and liabilities a; may be specified.

(2) The audit of cost arcounts of the company under sub-section ( I ) shall !e directed by
the Commission subject ro the recommendation of the regulatory authority supervising the
business ofrelevant sector or irny entity ofthe sector.

251. Signature ofauoitor's report.-(l) The auditor's report must state the name ofthe
auditor, engagement partner, be signed, dared and indicate the place at which it is signed.

(2) Where the auditor rs an individual, the report must be signed by him.

(3) Wherb the auditor is a firm, the repon must be signed by the partnership firm with the
nanre ofthe engagement partnir.

252. Penalty for non-,:ompliance with provisions by companies.-Any contravention or
default in complying with recuiremenrs of sections 246,247,248 and 250 shall be an offence
Iiable to a penalty of level 3 oll the standard scale.
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253. Penalty for non-compliance with provisions by audiaors.-(l ) lf any auditor'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 13l, sections 249 and 251 or is
otherwise untlue or fails to bring out material facts about the affairs ofthe company or matters to
which it purports to relate- the auditor concemed and tie person, if any, other than the auditor
who sighs the repon or signs or authenticates the document, and in the case ofa flrm all panners
ofthe firm, shall be liable to a penalty of level 2 on the standard scale.

(2) If the auditor's repon to which sub-section (l) applies is made with the intent to prqfit
such auditor or any other person or to put another person to a disadyantage or loss or for a
material consideration, the auditor shall, in addition to the penalty provided by that suLsection,
be punishable with imprisonment for a te{m which may extend to two years and with penalty
which may extend to one million rupees.

POWER OF REGISTRAR TO CALL FOR INFORMATION

251. Power of registrar to call for informatio[ or explanation.-( I ) Where on a

scrutiny of any document filed by a company or on any information received by him under this
Act, or any notice, advertisement, other communication, or otherwise, the registrar is ofopinion
that any information, explanation or document is necessary with respect to any matter, he may,
by a winen notice, call upon the company and any of is present or past dire€tors, officers or
auditors to fumish such information or explanation in writing, or such document, within thirty
deys:

Provrded that a director, officer or auditor who ceased to hold office mor€ than six years

before the date of the notice of the registrar shall not be compelled to fumish information or
explanation or document under this suLsection.

(2) On receipt of the notice under sub-section (l) it shall be the duty of the company and
all persons who are or have been directors, officers or auditors of the company to fumish such
information, explanation or documents as required.

(3) lf no information or explanation is fumished within the time specified or if the
information or explanation ftrmished is, in the opinion ofthe registrar, inadequate, the registrar
may if he deems fit, by written order, call on the company and any such person as ir referred to
in sub-section (l ) or (2) to produce before him for his inspection such books and papers ss he
considers necessary within such time as he may specifr in the order; and it shall be the duty of
the company and of such persons to produce such bookS and papers.

(4) Ilthe company or any such person as is refened to in sub-section (1), (2) or (3)
refuses or makes default in fumishing any such information or in producing any such books or
papers-

(a) the company shall be liable to a penalty oflevel 2 on the standard scalei and

(b) every officer ofthe company who authorises or permits, or is a party to, the defauh shall
be punishable with imprisonment of 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
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court trying the offerrce may. makc an order directing the company to produce such
books or papers as in rts opinion may reasonably be required by the registrar.

(5) On receipt ofsucfi information or explanation or production ofany books and papers,
th(' registrar may annex the same or any copy thereof or gxtract therefrom to the original
document submitted to him; and any document so annexed shall be subject to the provisions as to
inspection and the taking of (:xtracts and fumishing of copies to which the original document is
sul)ject.

(6) If the information or explanation or book or papers required by the registar under
sirEsection (l) is not fumishr:d 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
inlormation or explanation or book or paper discloses an unsatisfactory state of affairs, or that it
does not disclose a full and fair statement of the matter to which it purpofts to relate, the registrar
shall without prejudice to anl,other provisions. and whether or not action under sub-section (3)
or sub-section (4) has' been taken, report in writing the circumstances of the case to the
Ccmmission.

. 255. Seizure of d(cuments by registrar, inspector or investigation oflicer.- (l)
Notwithstanding anything coltained in Code of Criminal Procedure, 1898(Act V of 1898) or
any other law including Banking Companies Ordinance (Act LVU of 1962) the registrar,
inspector or investigatioir ofllcer, as the case may be, upon information in his possession or
otherwise or during inyestig.'tion, has reasons to believe that documents, books and papers or
anvthing relating to any conrpany or any chief executive or officer of such company or any
associate ofsuch person or i; useful or relevant to any proceedings or investigation under this
Act which is required or may be destroyed, mutilated, altered, falsified or secreted, the registra{,
inspector, or investigation oflicer after obtaining prior permission of the Commission, signed by
one Commissioner, without u,arrants, enter such place and cause a search to be made at any time
freeze, seize or take possesr ien of and retain any document, object, article, material, thing,
account bookd, movable or inmovable.property or cause any account, property or thing to be
maintained in specific manner .

(2) For the purposes of sub-section (l), the registrar may, after he has obtained the
permission fiom the Commission under that sub-section (l), may also authorise any officer
subordinate to him, not inferior in rank to an assistant registrar to enter, with such assistance as

may be required, the place wllere he has reasons to believe that any ofthe items referred in sub-
se(tion (l ) are kept:

(a) to search that place, ald

(b) to seize any ofthe iterrs referred in sub-section ( t) as he considers necessary.

(3) The registrar shall return the items seized under this section as soon as may be and in
anv case not later than thirty (lay after such seizure, to the company or, as the case may be, to the
chrefexecutive orany other person from whose custody or power they were seized:

Provided that the Cornmission may, after providing to the company an opportuniry 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:
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Provided further that lhe registrar may, before retuming items as aforesaid, take copies of,
or extracts fiom 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 proceedings, inspection or invesrigation
under this Act. or any person will not or would not produce any docuntent or thing as required by
the registrar, inspector or investigation officer in any proceedings, inspection or inyestigation
under this Act, a search-warrants from the concemed Magistrate may be obtained.

(5) I'he registrar, inspector or investigation ofticer after obtaining wanant under sub-
section (4) may conduct search of such person and enter ary place and seize any property,
material, document or thing required under this Act or is associated with commission of any
offence under this Act or administered legislation and Magisrate while issuing orders under this
section may also direct local police, authority or any agency to provide necessary assistance to
such person.

(6) The registrar, inspector or inyestigation oflicer executing the warrants shall comply
and proceed in manner provided in the Criminal Procedure Code 1898(Act V of lE9E) including
sections 102,48 and 52:

' Provided that any proceeding under this section'shall not be vitiated or called into
question for non observance of any requirement of Section 103 of the Code and shall be
admissible in the Coun 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, document
or thing seized under sub section (l) 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 belieye that proceeds of crime of any offence
under this Act or administered legislation, it may pass an order to fieeze account, securities and
any other movgable property or part or parts thereoffor not more than thirty days.

(9) Any person aggrieved ofthe seizure, freezing or retention by the investigation officer
may approach the Court and obtain order for release of such accounts, securities, movable or
immovable property, things or material seized or retained, after expiry of thirty days of such
seizure or fieezing order by the inspector or investigator under sub-sections (l), (5) or (t), if it
can sahsry the Court that such property, accounts, securities, material or thing is not associated
wrth any offence under this Act or any administered legislation and Coun while passing order of
release may impose such restriction and aondition as deemed necessary.

Explonalion L-For the purposes of sub-section (8) the expression "Courf' means the
Company Bench of the High Court having jurisdiction where registered oflice is situated, in
case of company or any connected person and in all other case, it will be the Company Bench of
the High Court having territorial jurisdiction over area where the search has been conducted
under this section.
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Explanotion Il.- For the purposes of this Act, the expression "administrated legislation"
shall have the sam€ meaning as provided in clause (aa) of sub-section (l) of section 2 of the
Securities and Exchange Cornmission ofPakrstan Act, 1997 (XLII of 1997).

INVESTIGATION AND RELATED MATTERS

255. lnvestigation into affairs of compaiy.- (l) Where the Commission is of the
opinion, that it is necessary tl investigate into the affairs ofa company-

(a) on the application oithe members holding not less than one tenth of the total voting
power in a company Jraving share capital;

(b) on the application of not less than one tenth of the total members of a company not
having share capital:

(c) on the receipt of a report under sub-section (5) of section 221 or on the report by the
registrar under sub-srction (6) ofsection 254:

it may order an investigatior into the affairs ofthe company and appoint one or more persons as

inspectoB to investigare intc the affairs ofthe companv and 10 report thereon in such manner as

the Commission may direct:

Provided that before making rn order of investigation, the Commission shall give the
company an opponunity ofteirg heard.

(2) While appointing an inspector under sub-section ( l). the Commission may define the
scope ofthe investigation, tle period to which it is to eii.erd or any other mafter connected or
incidental !o the investiBatio r.

(3) An application b r members of a company under clause (a) or (b) of sub-secrion (l )
shall be suppir6ed by such evidence as the Comrnission may reQuire for the purpose of showing
that the applicants have gooc 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 ofthe investigation as the Commission may specifu.

257. lnyestigation of company's affairs in other cases.{l)Wiihout prejudice to its
power under section 256, th€ Commission

(a) shall appoint one or more competent persons as inspectors to investigate the affairs of a
company and to repo.t thereon in such rnanner as the Commission may direct, if-

(i) the company, by a special resolution, or

(ii) the Court, by order,

declares that the affairs ofthe company ought to be investigated; and
(b) may appoint one or rnore competent persons as inspectors to investigate the affairs of a

company and to repoft thereon in such manner as the Commission may dired if in tts
opinion therc are circumstances suggesling



137

(i) 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 unlaudrl purpose, or
in a manner oppressive of any of its members or that the company was formed for any
fiaudulent or unlawful purpose; or

(ii) that persons concemed in the formation of the company or the management of its
affairs have in connection therewith been guilty of fraud, misfeasance, breach oftrust
or other misconduct towards the company or towards any of its members or have been

carrying on unauthorised business; or

(iii) that the affairs of the company have been so conducted or managed as to deprive the
members thereofofa reasonable retum; or

(iy) that the members ofthe company have not been given all the information with respect

to its affairs which they might reasonably expect; or

(v) that any shares ofthe company have been allotted for inadequate consideration; or

(vi) that the affairs or the company .,ie nol being managed in accordance with sound
business principles or prudent commercial practices; or

(vii)that the financial position ofthe 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 sub-section (l), the Commission may define the
scope of the investigation, whether as respects the matters or the period to which it is to extend
or otherwise.

25t. S€rious Fr{ud Investigation.- (l ) 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 haying 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 omcer to investigate such serious nature of offences relating to a company as

provided in Sixth Schedule.

(2) The persons appointed as inspectors or investigation oflicer under sub-seaion (l)
shall have all powers of investigation officer under this Act, the Securities and Exchange
Commission of Pakistan Act, 1997 (XLII of 1997) and Code of Criminal Procedure, 1898 (Act V
of lEgE), nutqtis nutandis a\d shall report in such manner as the Commission may direct.

(3) Where no procedure is provided in this Act or Securities and Exchange Commission
of Pakistan Act, 1997 (XLII of 1997) the investigation ofiicer shall comply with the relevant
provisions ofCode of Criminal Procedure, 1898 (Act V of l89E).

(4) Notwithstanding anlthing 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 concemed Minister-in-Charge of the Federal Govemment to form a Joint
Investigation Team to be headed by a senior level oflicer ofthe Commission, not below the rank

of additional director, and may include any person mentioned in sub section (l) alongwith
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Gazetted oflicer of any Ferleral law enforcement agency. bureau or authority for providing
assistance in investigating t,re offence under this section and the direcrion of the concemed
M in ister-in-Charge of,the I ederal Govemment under this section shall be binding and any
person who fails to comply "'rith such directions. shall be guiity of an offence punishable with
sirnple imprisonment ofthirly days or 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 4lB of the Securities and

Exchange Commission ofPa (istan Act, 1997 (XLII of 1997).

(5) Upon completion of investigation, the Joint lnvestigation Team shall, through the
Special Public Prosecutor, st bmit a report before the Co,rrt as mentioned in section 483 of this
Act:

Provided that notwithrtanding an)thing contained in the Qanun-e-Shahadat(Order), 1984
(P O. No. X of 1984) or an]'other law, such report shall be admissible as an evidence in the
C('un.

(6) While trying any offence under this Act, the Court may also try any other offence, in
which an accused may be c harged under any other law, at the same trial if the offence is
connected with such other oflence-

(7) Where, in the courie ofany trial under this Act, it is found that the accused person has

cornmitted any other offence in addition to any offences connected with the scheduled offences,
the Court may convict an accrrsed for such other offence and pass any sentence under this Act or
anv other law:

Provided that where srrch offence is tried by any special court having jurisdiction, higher
or equal to the Coun of Ses:ion, joint trial will be conducted by such special court of all the
offences and convict an accus:d accordingly under the process provided in the special law.

259. Inspector ao b( a Court for certain purposes.-(l) Not\vithstanding anything
contained in any other law fcr the time being in force, the Cornmission may either on its own
motion or on the basis of any information received, is of the view that any offence has been
committed under this Act or any person is engaged in any fraud, misfeasance, misconduct or any
other activity prejudice to thr: public interest shall have all the powers as provided under the
Se(urities and Exchange Comrission ofPakistan Act, 1997(XLII of 1997).

(2) A person appoint,:d as inspector under sections 256. 257 and 25E shall, for the
purposes of his investigation, have the same powers as are vested in a Court under the Code of
Ciril Procedure, 1908 (Act V of l90E), while trying a suit, in respecr ot rhe following matters,
nanrely-

(a) enforcing the attendan( e of persons and examining them on oath or affirmation;

(b) compelling the discov('ry and production of books and papers and any material objecs;
and

(r:) issuing commissions lir tlrc examinarion of witnesses;
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and every proceeding before such person shall be deemed to be "judicial proceeding" within the
meaning ofsections 193 a 22E of the Pakistan Penal Code, I860 (Act XLV of 1860).

(3) Any contravention ofor non-compliance with any orders. directions or requirement of
the.inspector exercising powers ofa Court under sub-section (1) shall, in all respects, entail the
same liabilities, consequences and penalties as are provided for such contravention, non-
compliance or default under the Code of Civil Procedure, 1908 (Act V of I908) and Pakistan
Penal Code. 1860 (Act XLV of 1860).

260, Power of inspectors to carry investigatior irto affairs of associated companies.-
lf an inspector appointed under sections 256, 257 ot 258 to investigate the affairs of a company
considers it necessary 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 executiye 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
chiefexecutive, as the case may be.

261. Duty of officers to assist the inspector.-(l) [t shall be the duty of all officers and
other employees and agents ofthe company and all persons who have dealings with the company
to give to the inspector all assistance in connection with the investigation.

(2) Any such person who makes default in complying with the provisions of sub-section
(l) 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 and shall also be
liable to a fine which may extend to one million rupees.

(3) In this section-

(a) the expression "agents", in relation to any company, body corporate or person, includes
the bankers, legal advisers and auditors ofthe company;

(b) the expression "officer", in relation to any company or body corporate, include any
trustee for the debenture-holders ofsuch company or body corporate; and

(c) any reference to officers and other employees and agenls shall be construed as a reference
to past as well as present officers and other employees and agents, as the case may be.

262. lnspector's reporl{l) 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
Commission.

(2) The Commission-

(a) shall forward a copy ofany report made by the inspector to the company at its registered
office with such directions as the Commission thinks fit;
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lb) may, if it thinks fit, fi..mish a copy thereof, on request and on payment ofthe specified
fee, to any person-

(i) who is a member oithe company or othei body corporate or is interested in the affairs
of the company:

(ii) whose interests as a creditor of the company or other body corporate appear to the
Commission to be itffected;

(c) shall, when the inspe3tors are appointed under clause (a) or clause (b) of section 256,
fumish, at the request of the applicants for the investigation, a copy of the report to
them:

(d) shall, where the inspector are appointed under seation 257 in pursuance of an order of
the Court, fumish a c( py of the report to the Court;

(e) may forward a copy cfthe report to the registrar with such directions as it may deem fit;
and

(f) may also cause the rel)ort or any part thereofto be posted on its website.

263. Prosecution.{l) Il 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 256,25'1 and 25E, been
guilty of any offense for whlch he is criminally liable, the Commission may, prosecute such
person for the offence, and it rhall be the dury of all ofiicers and other employees aod agents of
the company or body corporat3, as the case may be, other than the accused in the proceedings, to
give the Commission or any lerson nominated by it in this behalf all assistance in connection
with the prosecution which tht:y are reasonably able to give.

(2) Sub-section (3) of;ection 261 shall apply for the purpose ofthis section as it applies
for the purposes ofthat sectior.

264. Power of Comnlission ao initiate action against management.-(1) If from any
report made under section 262, the Commission is ofthe opinion thal

(a) the business of the company is being or has been conducted with intent to defraud its
creditors, members or any other persons or for a liaudulent or unlawful purpose, or in a
manner oppressive o'any of its members or that the company was formed for any
fiaudulent or unlawfu L purpose; or

(b) the person concemed in the formation of the company or the management of its affairs
have in connection th rrewith been guilty of fraud, misfeasance, breach of trust or other
misconduct towards tt e company or towards any of its member or have been carrying on
unauthorized businessi or

(c) the affairs of the company have been so conducted or managed as to deprive the
shareholders thereofola reasonable retum: or
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(d) that the members ofthe company have not b€en given all the information with respect to
its affairs which they mighr reasonably expect; or

(e) any shares ofthe company have been alloned for inadequate consideration; or

(! the affairs of the company are not being managed in accordance with sound business
principles or prudent commercial practices; or

(g) the financial position ofthe company is such as to endanger its solvency;

the Commission may apply to the Court and th€ Court may, after taking such evidence as it may
cilnsider necessary, by an order-

(i) remove from office any director including the chief executive or other officer of the
company; or

(ii) direct that the directors of the company shall carry out such changes in the management
or in the accounting policies ofthe company as may be specified in the order; or

(iii)notwithstanding any,thing contained in this Act or any other 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

(iy)direct that any existing contract which is to the detriment of the company or its members
or is intended to or does benefit any ofiicer or director shall be annulled or modified to
the extent specified in the order:

Provided that no such order shall be made so as to have effect from any date preceding

the date ofthe order:

Provided further that any director, including a chief executive or other oflicer who is

removed from office under clause (i), unless the Court specified a lesser period, shall not be a
director, chiefexecutive or officer of any company for a period of five years from the date ofhis
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 opportuniry ofbeing heard.

(3) The action taken under sub-section (l) shall be in addition to and not insubstitution of
ary other action or remedy provided in any other law for the time being in force.

265. Effect of Court's order.-On the issue of the Court's order under section 264
removing from olfice any director, including chief executive or other officer, such director or
other officer shall be deemed to have vacated his office and-

(a) if the Court's order has removed a director, the casual vacancy in the office ofdirector
shall be filled in accordance with the relevant provisions ofsection 16l ofthis Act; and
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(b) ifthe Court's order has removed from office a chief executive, the board shall appoint

another person to be tlre chiefexecutive; and

(c) if the Court's orde! has removed fiom office all the directors including the chief
executive, a general r:leeting of the company shall be called forthwith for electing new

directors.

.266, No compensatir)n to be payable for annulment or modification of contract.-
Notwithstanding an),thing co rtained in any other law for the time being in force, and except as

onlered by the Court for special reasons to be recorded rn writing, no director, chiefexecutive or

other officer of the companl 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 compersation for loss of oflice. No person shall be entitled to or be

pard any compensation or dirmages for the loss of office by reason ofan order issued under
se(:tion 264.

POWEIN OF COURT HEARING APPLICATION
268. Application for winding up of company or an order under section 286.Jf any

cornpany or other body corp lrate the affairs of which have 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 ex)edient so to do by reason ofany such circumstances as are referred
to in sub-clause (i) or sub-clrLuse (ii) or sub-clause (iii) or sub-clause (iv) or sub-clause (vii) of
clause (b) ofsub-section (l) rf section 257, the Commission may, unless the company or other
body corporate is already being wound up by the Court cause to be presented to the Court by the
registrar or any person authorised by the Commission in this behalf-

(a) a petition for the winrling up ofthe company or body corporate, on the ground that it is
just and equitable that it should be wound up;

(b) an application for an crder under section 286; or

(c) both a petition and an application as aforesaid

269. Proceedings for recovery ofdamages or property.-(l) Iffrom any report referred
to in sub-section (l) ofsecticn 262.it appea$ to the Commission that proceedings ought, in the
public interest, to be broughl by the company or any body corporate whose affairs have been
in\estigated in pursuance ofs:ction 260-

(a) for the recovery of darnages in respect of any liaud, misfeasance, breach of trust or other
misconduct in connection with the promotion or formation, or the management of the
affairs, ofsuch company or body corporate; or

.b) for the recovery of a:ry property of such company or body corporate which has been
misapplied or wrongfir lly retained;

the Commission may iself br ing proceedings for that purpose in the name of such company or
body corporate.
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(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
of sub-section (1) and the Court or other authority before which proceedings are brought shall
pass ar order accordingly.

270. Expenses of irvestigation.-( l) When an lnvestigarion is ordered to be made under
section 256 or 257 or 258, the expenses of and incidental to the investigation shall in the first
instance be defrayed by the Commission; but the following persons shall, to the extent
mentioned below, be liable to reimburse the Commission in respect ofsuch expenses, namely-

(a) any person who is convicted on a prosecution instituted in pursuance of section 263 or is
ordered to pay damages or resbre any property as a result of proceedings under section
269 may in the same proce€dings be ordered to pay the said expenses to such extent as

may be specified by the Commission or the Court convicting such peBon or ordering him
to pay such damages or restore such property, as the case may b€;

(b) any company or body corporate in whose name proceedings are brought as aforesaid
shall be liable, to the extent of the amount or value of any sums or property recovered by
it as a result ofthe proceedings;

(c) where the investigation was ordered by the Commission under clause (c) of sub-section
(l) of section 256 or 25'7 or 25E, the company or body corporate whose affairs are

ordered to be investigated, shall be liable; and

(d) where the investigation was ordered under section 256 on an application ofthe members,
the members making the application and the company or body coryorate dealt with by the
report shall be liable to such extent, ifany, 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 tom drat company, body
corporate or person as provided under section 4E6.

(3) For the purposes of this section, any costs or expeoses incurred by the Commission in
or in connection with proceeding brought by the Commission under section 269 shall be treated
as expenses ofthe investigation giving rise to the proceedings.

(4) Any liability to reimburse the Commission imposed by clauses (a) and (b) of sub-
section (l ) shall, subject to satisfaction of the right of the Commission to reimbursement, be a
liability also to indemniS all persons against liabiliry under claus€ (c) of that sub-section.

(5) Any such liability imposed by clause (a) ofsub-section (1) shall, subject as aforesaid,
be a liabiliry also to indemni! all persons against liability under clause (b) of that sub-section.

(6) Any person liable under clause (a) or clause (b) or clause (c) of sub- section (l ) 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 expenses to be defrayed by the Commission under this section are not
recovered thereunder, they shall be bome by the Commission.
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2?1. lnspector's relDrt to be evidcnce.-A copy of any report of any inspector or
inspectors appointed under s(:ctions 256, 257 or 258 authenticated 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 rel.tion to any maner contained in the report.

272. Imposition of restrictiors on shares rnd debetrtures and prohibition of
transfer of shares or debentures in certsin cases.- (l) Where it appears to the Commission in
connection with any investieation that there is good reason to find out the relevant facts about
any shares, whether issued o-to be issued, and the Commission is ofthe opinion that such facts
cannot be found ou1 unles; the restrictions specified in sub-section (2) are imposed, the
Commission may, by order, lirect that the shares shall be subject to the restrictions imposed by
sub-section (2) for such period not exceeding one year as may be specified in the order:

Provided that, befort making an order under this sub-section, the Commission shall
provide an opponunity of stLowing cause against the proposed action to the company and the
persons likely to be affected l)y the restriction.

(2) So long as any shares are directed to be subject to the restrictions imposed by this
sub-section-

ta) any transfer ofthose shares shall be void;

(b) where those shares ar,) to be issued, they shall not be issued; and any issue thereofor any
transfer ofthe right to be issued therewith, shall be void;

tc) no voting right shall be exercisable in respect ofthose shares;

(d) no further shares shall be issued in right ofthose shares or in pursuance ofany offer made

to the holder thereof; rnd any issue ofsuch shares or any transfer of the right to be issued
therewith, shall be vord;

{e) except in a Iiquidatiotr, no payment shall be made ofany sums due fiom the company on
those shares, whether in respect ofdividend, capital or otherwise; and

(0 no change other than a change by operation of law shall be made in the directors or the
chiefex€cutive.

(3) Where a transfer of shares in a company has taken place and as a rcsult thereof a
change in the directors of the company is likely to take place and the Commission is of opinion
that any such change will be prejudicial to the public interest. the Commission may, by order,
direct, that-

(a) the voting rights in rr:spect 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 (,r action taken to erTect a change in the directors before the date of
the order shall have eflect unless confirmed bv the Commission.
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(4) Where the Commission has reasonable ground to belieye that a transfer of shares in a
company is likely to take place as a result ofwhich a change in the directors ofthe company will
follow and the Commissron is of opinion that any such change will be prejudicial to the public
lnterest, 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, yary or rescind any order made by it
under sub-section (l) or sub-section (3) or sub-sedion (4).

(6) Where the Commission makes an order under sub-section (l) or sub- section (3) or
sub-section (4) or sub-section (5) or refuses to rescind any such order, any person aggrieved
thereby may apply to 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 ofthe Commission rescinding an order under suLsection (l), or any order
ofthe Coun vacating any such order, which is expressed to be made with a view to permining a

t-ansfer of any shares, may continue the restrictions mentioned in clauses (d) and (e) of sub-
section (2), either in whole or in pan. so far as they relate to any right acquired, or offer made,
before the transfer.

(8) Any order made by rhe Commission under sub-section (5) shall be served on the
company within founeen days ofthe making ofthe order.

(9) Any person who-

(a) exercises or purports to exercise any right to dispose of any shares or of any right to b€

issued with any such shares, when to his knowledge he is not entitled to do so by reason
of any of the restrictions applicable to the case under sub.section (l); 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 ofany ofth€
resrictions applicable to the case under sub-section (2) or by reason of any order made
under sub-section (3); or

(c) transfers any shares in conravention ofany order made under suF section (4); or

(d) being the holder ofanv shares in respect ofwhich an order under sub- section (2) or sub-
section (3) has been rnade, fails to give notice of th€ fact of their being subject to any
such order to any peBon 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, wh€ther as holder or a

Proxy;

shall be punishable with imprisonment for a rerm 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 ofsu section (2) shall
be an oflence liable to a penalry of level 2 on the standard scale.
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(l l) A prosecution shrll not be instituted under this section except by or with the consent

of the Commission.

(12) This section sha I also apply in relation to debentures as it applies in relation to
shares

273. Saving for leg6l advisers and bankers.-Nothing in sections 256 to 263 shall
require the disclosure to the registar or to the Commission or to an inspectcr appointed by the
Commission-

(a) by a legal adviser, ofany privileged communication made to him in that capacity, except
as respects the name an,l address ofhis client; or

b) by the bankers ofany company, body corporate. or other person. reterred to in the sections
aforesaid, as such bank,:rs, of any information as to be the affairs of any oftheir customers
other than such company, body corporate, or person.

274. Enquiri€s and investigation not to be affected by winding up.- An inspection,
enquiry or inyestigation may be initiated or proceeded with under sections 221, 254,255,256,
257 and 260 and any conseq rential action taken in accordance with any provisions of this Acr
norwithstrnding that-

(a) the company has passr:d a resolution for winding up;

(b) a petition has been sut'mitted to the Court for winding up ofthe company; or

(c) any other civil or crirninal proceedings have been initiated against the company or its
officers under any provision ofthis Act.

275. Application of rections 254 to 214 to liquidators and foreign companies.-The
prrrvisions of sections 254 tp 274 shall apply mutqtis mutandis to companies in the course of
winding up. their liquidators:urd foreign companies.

PART VIII

MEDIATION, ARBITITATION, ARRANCEMENTS AND RECONSTRUCTION

276. Mediation .nd (lonciliation Pancl.- ( l) Any ofthe parties to the proceedings may,
by mutual consent, at any tinle during the proceedings before the Commission or the Appellate
Bench, apply to the Commission or the Appellate Bench, as the case may be, in such form along
with such fees as may be spe,:ified, for referring the matter pertaining to such proceedings to the
Mcdiation 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 in sub-section (2).

(2) The Commission shall maintain a panel to be called as the Mediation and Conciliarion
Panel consisting of individurrls having such qualifications as may be specified for mediation
between the parties during rhe pendency of any proceedings before the Commission or the
Appellate Bench under this Acr.
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(3) The fee and other terms and conditions of individuals of the Mediation 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 matter referred to it within a period of ninety days fiom the date of such reference and
forward its recommendations to the Commission or the Appellate Bench, as the case may be.

277. ReJolution of disputes through mediation.- A company, its management or its
members or creditors may by written consent, directly refer a dispute, claim or controversy
arising between them or between the members or directors inter-se, for resolution, to any
individuals enlisted on the mediation and conciliation panel maintained by the Commission
before taking recourse to formal dispute resolution.

27E. Power for companies to refcr mattcr to arbitrstion.- (t) A company may by
written agreement refer any existing or future difference between itself and any other company
or person to arbitration, 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 the
companies themselves, or by the board or other managing body.

(3) The provisions ofthe Arbitration Act, 1940 (X of 1940), shall apply to all arbitrations
between companies and persons in pursuance ofthis Act.

279. Compromise with creditors and members.- (l) Where a compromise or
arrangement is proposed between a company and its creditors or any class of them, or between

the compaoy and its mcmbers 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 me€ting 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 such manner as the Commission directs.

(2) If a majority in number representing three-fourths in value ofthe creditors or class of
creditors, or members, as the case may be, present and yoting either in person or, where proxies
are allowed, by proxy at the meeting. 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 ofthe 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 under sub-scction (l) has disclosed to the Commission, by
affidavit or otherwise, all material facts relating to the company, such as the financial position of
the compafly, the auditor's report on the latest accounts of the company, the pendency of any
investigation proceedings in relation to the company and the like.

(3) A copy ofthe order under sub-section (2) sanctioning the compromise or arrangement
duly certified by an authoriscd ofiic€r of the Commission shall be forwarded to the registrar
within seven days fiom the date ofthe order.
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(4) A copy of the o(ler under sub-section (2) shall be annexed to every copy ol the

memorandum of the compan) issued after the order has been made or in th3 case of a company
nol having a memorandum to every copy' so issued of the instrument constituting or defining the
cortstitution of the company.

(5) The Court may, at any time after an application has been made to the Commission
under this section, stay the ccmmencement or continuation of any suit or proceeding until final
disposal of the application.

(6) In this section the .xpression "company" means any company liable to be wound up

under this Act and the expression "a[angement" includes a re-organisation ofthe share-capital of
the company by the consolidation of shares of different classes or by the division of shares into
shares of different classes o' 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 sub-section (4) shall
be an offence liable to a penalry of level I on the standard scale-

280. Power of Commission to enforce compromises and arrangements.{l ) Where the
Commission makes an order lrnder section 279 sanctioning a compromise or an arrangement in
respect of a company, it may at the time of making such order or at any time thereafter, give
such directions in regard to any matter or make such modifications in the compromise or
arrangement as it may consider necessary for the proper working of the compromise or
arrangement.

(2) If the Commission is satisfied that a compromise or iurangement sanctioned under
section 279 cannot be work:d satisfactorily with or without modification, it may, initiate
proceedings for the winding up of the company.

2tl. Ioformation rs lo compromises or srrangements with creditors and members.-
(l) Where a meeting of crecitors or any class of creditors, or of members or any class of
mernbers, is called under secti,)n 279-

(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 material interest ofthe
directors including the chief executive of the company, whether in their capacity as such
or as members or creditors ofthe company or otherwise, and the effect on those interests,

ofthe compromise or arangement if, and in so far as, it is different from the effect on the
like interest ofother persons; and

(b) in e,/ery notice calling the meeting which is given by advertisement,
there shall be included lither such a statement as aforesaid or a notification ofthe place at
which and the manner in which creditors or members entitled to attend the meeting may
obtain copies of such a statement as aforesaid.

(2) Where the comprornise or arrangement affects the rights of debenture-holdeB of th€
company, the said statement shall give the like information and explanation as respects the
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trustees of any deed for securing the issue of the debentures as it is required to give as respects
the compan)'s directors.

(3) Where a notice giveo by advertisement includes a notification that copies of a
statement sefting 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 manner indicated by the notice, be
fumished by the company. free ofcharge, with a copy ofthe staremeot.

(4) Any contravention or default in complying with requirements of this section shall be
an offence liable to a penalty of level I on the standard scale; and for the purpose of this sub-
section any liquidator of the compaoy and tnrstee of a deed for securing the issue of debentures
ofthe company shall be deemed to be an officer ofthe company:

Provided that a person shall not be under this sub-section if he shows that the default was
due to the refusal of any other person, being a director, including chief executive or trustee for
debenture-holder, to supply the necessary particulars as to his material interess.

(5) Every director, including chief executive of the company and every trustee for
debenture-holders of the company, shall give notice to the company of such matters relating to
himself as may be necessary for the purpos€s of this section and on the request of the company
shall provide such further information as may be necessary for the purposes of this section; and,
ifhe fails to do so within the time allowed by the company, he shall b€ liable to a penalry of level
I on the standard scale.

282. Powers of Commission to facilitste reconstruction orumslgemrtion of
comp8nies.-{l) Where an application is made to the Commission under section 279 to sanction
a compromise or arrangement and I is shown that-

(a) the compromise or arrangement is proposed for the purposes of, or in
connection with, a scheme for the reconstruction ofany company or companies,
or the amalgamation of any two or more companies or division of a company
into one or more companies;

(b) under the scheme the whole or any part of the undertaking or property or
liabilities of any company concemed in the scheme ("a kansferor company") is

to be transferr€d to another company ("the rransferee company'') or is proposea
to be divided among and transfered to two or more companies; and

(c) a copy of the scheme drawn up by the applicants has been filed with the
registrar;

the Commission may order a meeting of the creditors or class of creditors or the members or
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 (l), 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, namely:-
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(a) the draft of the proposed terms of the scheme drawn up and adopted by the
board ofeact ofthe applicanr companies:

(b) coiifirmation that a copy ofthe draft scheme has been filed with the registrar;

(c) a report adotted by the board of the applicant companies explaining effect of
compromise on each class of members, laying out in particular the share swap
ratio, specifoing any special valuation difficultiesl

(d) the report oflhe expert with regard to valuation, ifany;

(e) a supplementrry audited fina[cial statements if the last annual accounts ofany
of the applirant company relate to a financial year ending more than one
hundred an,, eighty days before the first meeting of the company summoned
for the purposes ofapproving the scheme.

(3) The Commission rnay, either by an order, sanction the compromise or arrangement or
by a subsequent order, make :rovision for all or any ofthe following matters-

(a) the transfer to the transferee company of the whole or any part of the
undertaking rmd ofthe property or liabilities ofany transferor company;

(b) the allotmelt or appropriation by the transfere€ company of any shares,
debentures, mlicies or other lik€ interests in that company which under the
compromise or arrangement are to be allotted or appropriated by that company
to or for any person;

(c) the continuation by or against the transferee company of any legal proceedings
pending by or against any transferor company;

(d) the dissolutirn, without winding up, of any transferor company;

(e) the provision to be made for any persons who, within such time and in such
manner as the Commission direcrs, dissent fiom the compromise or
arrangement

(f) such inciderrtal, consequential and supplemental matters as are necessary to
secure that the reconstruction, amalgamation or bifurcation is firlly and
effectively cruried out.

(4) Ifan order under this section provides for the n*ansfer of property or liabilities-

(a) the property. by vktue of the order stands transferred to, and vests in, the
transferee company, and

(b) the liabilities by virtue ofthe order. stand transfened to and become liabilities of
that compan),.

(5) Notwithstanding :mything contained in the Stamp Act, 1899 (II of lt99) or any other
law for the time being in ftrrce, no stamp duty shall be payable on transfer to the transferee
company of the whole or any part of the undertaking and of the property of any transferor
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company as a result of sanctioning by the Commission, any compromise or arangement under
this Part:

Prnvided that this sub-section (5) shall, in respect of the companies having registered
olllce within the jurisdiction of-

(a) the tslamabad Capital Tenitory, be applicable at once; and

(b) the Provrnces, be applicable upon notification or legislation by the respective
Provincial Govemments.

(6) The property (if the order so directs) yests freed from any charge that is by vinue 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, duly certified by an authorised officer of the
Commission shall be forwarded to the registrar within seven days from the dat€ ofthe order.

(8) ln this section "property" includes property, rights and powers of every description;
and "liabilities" includes duties.

(9) In this section the expression "trarsferee compsny" does not include any company
other than a company within the meaning ofthis Act, and the expression "transferor company"
includes any body corporate, whether a company within the mearing ofthis Act or not.

283. Notice to be given to registrar for spplicrtions under section 279 ar,d 2t2.- The
Commission shall give notice of every application made to it under sections 279 to 282 to the
registrar and shall take into considention the representation if any, made to it by the registrar
belore passing any order under any ofthese sections.

284. Amalgemation of wholly owncd subsidiariqs in holding company.-{l) 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 refened to)
without complying with sections 279 to 2E2, if:

(a) the scheme of amalgamation is approved by the board of each amalgamating company;
and

(b) each resolution provides that-

(i) the shares of each transferor company, other than the transferee company, will be
cancelled without payment or other consideration; and

(ii)the board is satisfied that the transferee company will be able to pay its debts as they fall
due during the period of one year immediately after the date on which the arnalgamation
is to become effective and a declaration verified by an affidavit to the effect will be filed
with the registrar; and

(ili)the person or percons narned in the resolution will be the director or directors of the
transferee company.
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(2) Two or more companies, each of which is directly or indirectly wholly owned by the

same person, may amalgamrrte and continue as one company without complying with section
279 or section 282 if-
ta) the scheme of ama gamation is approved by a resolution of the board of each

amalgamating comparry; and

{b) each resolution provides that-'-

(i) the shares ofall tlre transferor companies will be cancelled without payment or other
consideration; an(l

(ii) the board is satisfied that the transferee company will be able to pay its debts as they
fall due during dre period of one year immediately after the date on which the
amalgamation is t r become effective and a declaration verified by arl amdavit to the
effect will be filed with the registrar; and

(iii) the person or per:ions named in the resolution will be the director or directors of the

transferee compary.
(3) The board ofeach amalgamating company must, rot less than twenty days before the

amalgamation is proposed tc take effect, give wriften notice of the proposed amalgamation to
every secured creditor of the :ompany.

(4) The resolutions approving an amalgamation under this secrion, taken together, shall
b€ deemetl to coostitute an anlalgamation proposal that hets b€en approved.

(5) The tmnsferee cor,pany shall file a copy ofthe scheme so approved in the manner as

may be specified, with the rellistrar where the registered omce ofthe company is situated.

(6) Any contraventior or default in complying with requirements of this section shall be

an offence liable to a penalty of level 2 on the standard scale.

285. Power to acquire shares of members dissenting from scheme or contract.-(l)
Where a scheme or contrac. involving the transfer of shares or any class of shares in any

company (in this section refi:rred to as "the bansferor company") to another company (in this
soction refened to as "transfijree company") has, within one hundred and twenty days after the
making ofthe offer in that behalfby the trdnsferee company, b€€n approved by the holders ofnot
less than nine-tenths in value of the shares whose transfer is involved (other than shares already
held at the date ofthe offer b)', or by a nominee for, the transferee company or its subsidiary), the
transferee company may, at ..ny time within sixty days after the expiry of the said one hundred
and twenty days, give notice Ln the specified manner to any dissenting shareholder that it desires
to acquire his shares; when such a notice is given the transferee company, shall, unless, on an
application made by the dissenting shareholder within thirty days from the date on which the
notice was given, the Commiision think fit to order otherwise, be entitled and bound to acquire
those shares on the terms on which, under the scheme or contract, the shares of the approving
shiueholders are io be transferred to the transferee company:

Provided that, where shares in the trarsferor company of the same class as the shares
whose transfer is involved are already held as aforesaid by the transferee company to a value
greater than one-tenths of th(, aggregate of the value of all the shares in the company of such
class, the foregoing provision:i ofthis suFsection shall not apply, unless-
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(a) the transferee company offers the same terms to all holders of the shares ofthat class
(other than those already held as aforesaid) whose transfer is involved; and

(b) the holders who approve the schemc or contract, besides holding not less than nine-
tenths in value of the shares (other than those already held as aforesaid) whose
transfer is involved. are not less than three-fourths in number ofthe holders ofthose
shares.

(2) Where, in pursuance of any such scheme or contract as aforesaid, shares, or shares of
any class, in a company are transfened 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 al the dare of the transfer by, or by a nominee for, the transferee
company or its subsidiary comprise nine-tenth in value of the shares, or shares of that class, as

the case may be, in the first-mentioned company, then-

(a) the transferee company shall, within thirty days from the date ofthe transfer (unless on a
previous trarsfer in pursuance ofthe scheme or contract it has already complied with this
requirement), giye notice of that fact in the specified manner to the holders of the
remaining shares or of the remaining shares ofthat class, as the case may be, who have
not assented to the scheme or contracl and

(b) any such holder may, within ninety days fiom the giving ofthe notice to him, require the
transferee company to acquire the shares in question;

and where a shareholder gives notice under clause (b) with resp€ct to any 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 transfefied 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 sub-section (l) and
the Commission has not, on an application made by the dissenting shareholder, made an order to
the contrary, the transferee company shall, on the expiration of thirty days fiom the date on
which the notice has been given or, if an application to the Commission by the dissenting
shareholder is then pending, after that 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 and on its own behalf by the
transferee company and pay or transfer to -the transferor company the amount or other
consideration representing the price payable by the transferee company for the shares which, by
virtue ofthis section, that company is entitled to acquire; and the transferor company shall-

(a) thereupon register the transferee company as the holders ofthose 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 or other 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 the transferor company under this section shall forthwith be
paid into a separate bank accounr to be opened in a scheduled bank aird any such sum and any
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cther consideration so rece ved shall be held b) that company in trust for the several persons

entitled to the shares in respect of which the said sums or other consideration were or was

iespectively received.

(5) The following prcvisions shall apply in relation to every offer ofa scheme or contract
involving the transfer ofshzres or any class ofshares in the transferor company to the transferee
company, namely-

(a) every such offer or r:very circular containing such offer or cvery recommendation to the
members of the transferor company by irs board to accept such offer shall be
accompanied by such information as may be specified;

(b) eyery such offer shirll contain a statement by or on behalf of the transferee company
disclosing the steps i: has taken to ensure that necessary cash will be available;

(c) every circular containing or recommending acceptance of, such offer shall be pres€nted

to the registrar for re;istration and no such circular shall be issued until it is so registered;

(d) the registrar may r:fuse to rcgister any such circular which does not contain the
information required to be given under clause (a) or which 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 ofthe registrar refusing to register
any such circular.

(6) The Commission or any party may make a reference to the Court, on any matter
including but not limited to the determination of liabilities of the company or incidental thereto
a-s provided under sections 2'l9 to 2E5, for necessary orders.

(?) Whoever issues a. circular referred to in clause (c) of sub-section (5) which has n6t
been registered shall be puni ihable to a penalty of level I on the standard scale.

(E) Notwithstanding iLnything contained in sections 279 to 2E3 and 2t5, the powers ofthe
C,lmmission shall be exercis:d by the Court for such companies or class of companies or having
such capihl, as may be notified by the concemed Minister-in-Charge ofthe Federal Govemment.

PART IX
PREVENTIC)N OF OPPRESSION AND MISMANACEMENT

2E6. Application to Court.-(l) lf any member or members holding not less than ten
percent of the issued share capital of a company, or a creditor or creditors having interest
equivalent in amount to not less than ten percent of the paid up capital of the company,
complains, or complain, or tlle Commission or registrar is of the opinion, that the affairs of the
company are being conduct:d, or are likely to be conducted, in an unlawful or fiaudulent
mimner, or in a manner not ;lrovided for in its memorandum, or in a manner oppressive to the
members or any ofthe members or the creditors or any ofthe creditors or are being conducted in
a manner that is unfairly prjudicial to the public interest, such member or members or, the
creditor or creditors, as the case may be, the Commission or registrar may make an application to
th( Court by petition for an order under this section.
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(2) If, on any such petition, the Coun is ofopinion-

(a) that rhe company's affairs are being conducted, or are likely to b€ conducted, as aforesaid;
and

(b) that to wind-up the company will unfairly prejudice the members or creditors;

the Coun may, with a yiew to bringing to an end the maners complained of, make such order as

it thinks fit, whether for regulating the conduct of the company's affairs in future, or for the
purchase of the 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 reduction accordingly of the
company's capital, or otherwise.

(3) Where an order under this section makes any alteration in. or additlon to, a company's
memorandum or articles, then, notwithstanding anything in any other provision of this Act, the
company shall not have power without the leave ofthe Court to make any further alteration in or
addition to the memorandum or anicles inconsistent with the provisions of the order; and the
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 memorandum or
articles as so modified accordingly.

(4) A copy ofany order uoder this section altering or adding to, or giying leave to alter or
add to. a company's memorandum or articlcs shall, within founeen days after the making thereof,
be delivered by the company to the registrar for regisuation; and if the company makes default in
complying with this sub-section, the company and every officer ofthe company who is in default
shall be liable to a penalty of level I on the sundard scale.

(5) The provisions of this section shall not prejudice the right ofany person to any other
remedy or action.

287.' Powers of Court under section 2t6.-Without prejudice to the generality of the
powers ofthe Coun under section 286, an order under that section may provide for-

(a) the termination, setting aside or modification of ar|y agreement, however anived at
between the company and any director, including the chief executive or other olficer,
upon such terms and conditions as may, in the opinion of the Coun be just and equitable
in all the circumstances;

(b) setting aside of any transfer, delivery of goods, payment, execution or other hansactions
not relating to property made or done by or against the company within ninety dsys
before the date of the application which would, if made or done by or against an

individual, be deemed in his insolvency to be a fiaudulent preference; and

(c) any other matter, including a change in management, for which in the opinion of the
Court it isjust and e4uitable that provision should be made.

28E. Interim order.- Pending the making by it of a final order under section 2E6 the
Court may, on the application of any party to the proceedings, make such interim order as it
thinks fit for regulating the conduct of the company's affairs, upon such terms and conditions as

appear to it to be just and equitable.



156

2E9. Claim for damages inadmissible,- Where an order ofthe Court made under section

286 terminates, sets aside, or modifies an arrangement, the order shall not give rise to any claim
whatever against the company by any person for damages or for compensation for loss of offtce
or in any other respect, either in pursuance ofthe agreement or otherwise.

290. Application of (:ertain sections to proceedings under this Part.-ln relalion to an

application under section 28f, sections 395 to 400 shall muldtis mutqndis apply as they apply in
respect of winding up.

291. Managemena bl Administrator.- (l) lfat any time a creditor or creditors having
interest equivalent in amoun not less than sixty percent of the paid up capital of a company,

rel)resents or represent to the Commission that-

(a) the affairs or business of the company are or is being or have or has been

conducted or rnanaged in a manner likely to be prejudicial to the inlerest of the
company, its rnembers or creditors, or any director of the company or person

concemed witlr the management of the company is or has been guilty of breach of
trust, misfeasarce or other misconduct towards the company or towards any of its
members or cr,:ditors or director:

(b) the affairs or business of the company are or is being or have or ltas been

conducted or nlanaged with intent to defi'aud its members or creditors or any other
person or for e fiaudulent or unlawful purpose, or in a manner oppressive of any
of such person; or for purposes as aforesaid; or

(c) the affairs of t re company have been so conducted or managed as to deprive the
members thererfofa reasonable retum; or

(d) any industrial project or unit to be set up or belonging to the company has not
been completed or has not commcnced operations or has not been operating

smoothly or its production or performance has so deteriorated that-

(i) the marke yalue of its shares as quoted on the securities exchange or the net
worth of ts share has fallen by more than sevenry-five per cent of its par
value; or

(ii) debt equit/ ratio has deteriorated beyond 9: l; or

(iii) current ratio has deteriorated beyond 5:l;or

(e) any industrial r nit owned by the company is not in operation for over a period of
two years or has been in operation intermittently or partially during the preceding
two years; or

(f) the accumulate,l losses ofthe company exc€ed sixty percent of its paid up capital,

and request the Commission tt take action under this section, the Commission may, after giving
the company an oppoftunity 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 th€ Administrator, within sixty days of the date of receipt of the representation,
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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 it considers it necessary so to do, for reasons to be

recorded, or on the application ofthe creditors on rvhose representation it proposes to appoint the
Administrator, and after giving a notice ro the State Bank of Pakistan, appoint a person whose
name does not appear on the panel maintained tbr the purpose to be the Administrator.

Explanolion.+or the purposes of ciause(c), the members shall be deemed to have been

deprived of a reasonable retum if. having regard to enterprises similarly placed, the company is

unable to, or does not, declare any or adequate dividend for a period ofthree consecutive years.

(2) The Administator shall receive such remuneration as the Commission may
determine.

(3) On and from the date of appointment of the Administrator, the 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 diyested
ofthat management and powers aod shall cease 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 his nominees and to the detriment of the interest ofthe general
members, the Administrator may, with the previous approval in writing of the Commission,
terminate such contract or employment.

(5) No person shall be entitled to, or be paid, any compensalion or damages for
termination ofany office, contract or employment under sub-section (3) or sub-section (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 permit the company to appoint directors and, on the
appointment ofdirectors, the Administrator shall cease to hold ofnce.

(7) Save as provided in sub-section (8), no suit, prosecution or other legal proceeding
shall lie against the Administrator for an).thing which is in good faith done or intended to be
done by him in pursuance ofthis section or ofany rules or regulations mad€ thereunder.

(8) Any person aggrieved by an order ofthe Qommission under sub.section (l) or sub-
section (10), or ofthe Administrator under sub-section (4) may, within sixty days from the date

of the order, appeal against such order to the concemed Minister-in-Charge of the Federal
Govemment.

(9) Ifany penon fails to deliver to the AdminisFator any property, records or documents
relating to the company or does nol fumish any information required 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 writing, direct that such

person shall be liable to a penalty of level 3 on the standard scale.

( l0) The Commission may issue such directions to the Administraror as to his powers and

duties as it deems desirable in the circumsiances ofthe case, and the Administrator may apply to
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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 maner arising in the course of such

management.

(l l) Any order or decision or direction of the Commission made in pursuance of this
section shall be final and shallnot be called in question in any Court.

(12) The Commission rnay, make regulations to carry out the purposes of this section

(13) The provisions oI this section shall have effect notwithstanding anlthing contained
in any other provision ofthis,tct or any other law or contract, or in the memorandum or anicles
ofa company.

292. Rehabilitation ol sick public sector companies.-(I) The provisions of this section
shall apply to a public sector rompary which is facing financial or operational problems and is
declared as a sick company by the concemed Minister-in-Charge of the Federal Govemment.

(2) After a company is declared as a sick company under sub-section (1), any institution,
authority, committee or person authorised by the concemed Minister-ia-Charge of the Federal
Govemment in this behalf rnay draw up a plan for the rehabilitation, reconstruction and

reorganisation ofsuch compary, hereafter in this section referred to as the rehabilitation plan.

(3) Without prejudice to the generality ofthe foregoing provision, the rehabilitation plan,

may, in addition to any other nratter, provide for all or any of the following-

(a) reduction or'capital so as to provide for all or any of the matters refened to in
section E9 or reconstruction. compromise, amalgamation and other
arangements so as to provide for all or any of the matters referred to in
section 279 or section 282 or section 285:

(b) alteration cf share capital and variation in the rights and obligations of
sharekolder; tir any class ofshareholders;

(c) alteration cf loan stmcture, debt rescheduling or conversion into shares

carrying special rights or other relief and modification in the terms and
conditions jn respect of outstanding 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 o{ them including any security pertaining thereto;

(d) acquisition or transfer of shares of the company on the specified terms and
conditions;

(e) issue of firrther capital including shares carrying special rights and obligations
relating to voting powers, dividend, redemption or treatment on winding up;

(f) removal an(l appointment ofdirectors (including the chiefexecutive) or other
ofiicers ofthe company;

(g) amendment. modification or cancellation ofany existing contract; or
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(h) alteration of the m€morandum or anicles or changes in the accounting policy
and procedure.

.(4) The rehabilitation plan shall be submined for approval to the concemed Minister-in-
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, creditors and other persons concemed within a specified period.

(5) Before approving the rehabilitation plan, the concemed Minister-in-Charge of the
Federal Govemment shall take into consideration the views relating thereto received from any
quarter within the sp€cified period.

(6) On the approval ofthe rehabilitation plan by the concemed Minister-in-Charge ofthe
Federal Govemment, its provisions, with such modification as may be directed by the concerned
Minister-in-Charge of the Federal Govemment, shall become final and take effect and be
implemented and shall be valid, binding and enforceable in all respects notwithstanding anlthing
in this Act or any other law or the memorandum or articles of the company or in any agreement
or document executed by it 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 commencemeni ofthis Act.

(7) Any provision contained in the memorandum, articles, agreements, documents or
resqlutions 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 concemed Minister-in-Charge of the Federal Government may vary or rescind
rehabilitation plan fiom time to time and issue such directions as to its implementation and

matters ancillary thereto as it may deem expedient.

(10) The concemed Minister-in-Charge of the Federal Govemment or any authority or
other person authorised by the concemed Minister-in-Charge of the Federal Govemment in this
behalfshall supervise the implementation ofthe rehabilitation plan and may issue such directions
to th€ parties concemed as may be deemed necessary by such Covemment, authority or p€rson, as

the case may be.

(11) Whosoever fails ro give effect, to carry out or implement the rehabilitation plan or
any matter provided for therein or any direction issued under sub-section (10), shall be liable to
imprisonment of either description for a term which may extend to three years and fine not
exceeding five million rupees and, in case ofa 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 tie concemed Minister-in-Charge
of the Federal Govemment 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, anive at
or make any compromise, arrangement or seftlement in any manner authorised by this Act or any

other law for the time being in force.
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(13) The rehabrlitation plan approved by the concerned Minister-in-Charge ofthe Federal

G()vemment and any modification thereofshall, unless otherwise directed by it, be published in
thc omcial Gazette and a coyry thereof shall be forwarded by the concemed Minister-in-Charge
of the Federal Govemment to the registrar who shall register and keep the same with the
documents of the company.

(14) The Federal Govemment may, by notification in the oflicial Gazette, make rules to
carry out the purposes ofthis section.

(15) This section is n addition to and not in derogation of any other law regarding
rehabilitation of any entiSr.

PART X
WINDING UP

PRELIMINARY

293. Modes of windirrg up.-(l) The winding up ofa company may be either-

(a) by the Court or

(b) voluntary; or

(c) subject to the supervision ofthe Court

(2) Save as otherwisr expressly provided, the provisions of this Act with respect to
winding up shall apply to th,) winding up of a company in any of the modes specified in sub-
seotion (l).

294. Liability as contributories of prescnt and past members. ll) In the event of a
company being wound up, every present and past member shall, subject to the provisions of
section 295, be liable to corrtribute to the assets of the company to an amount sufiicient for
payment of its debts and liabilities and the costs, charges and expenses ofthe winding up, and for
thc adjustment of the rights of the conkibutories among themselves, with the following
qualifications. that is to say-

(a) a past member shall n )t be liable to contribute if he has ceased to be member for one year
or upwards before the commencement ofthe winding up;

(b) a past member shall rrot be liable to contribute in respect of any debt or liability of the
company contracted ater he ceased to be a memberi

(c) a past member shall rot be liable to contribute unless it appears to the Coun that the
present members are ,rnable to satisry the contributions required to be made by them in
pursuance ofthis Act;

(d) in the case of a company limited by shares, no contribution shall be required from any
past or present membr:r exceeding the amount, if any, unpaid on the shares in respect of
which he is liable as such member.



l6l

(e) in thc case of a company limited by guarantee, no contribution shall, subject to the
provisions ofsub-section (2), be required from any past or present momber exceeding the

amount undertaken to be contributed by him to the assets of the company in the event of
its being wound up;

(f) nothing in this Act shall invalidate any provision contained in any policy of insurance or
other contract whereby the liability of individual members on th€ policy or contract is
restricted, or whereby the funds of the company are alone made liable in respect of the
policy or contract; and

(g) 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 beipg a member ofthe company, but any such sum may be taken into account for the
purpose ofthe final adjustments ofthe rights ofthe contributories among themselves.

(2) In the winding up ofa company limited by guarantee which has a share capital, every
member of the company shall be liable, in addition to the amount undenaken to be contributed
by him to the assets of the company in the event of is being wound up, to contribute to the
extent ofany sum unpaid on any shares held by him, as ifthe company were a company limited
by shares.

295. Liability of direcaors whose liability is unlimited.-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 contibution as if he were, at the commencement ofthe winding up, a member
of an unlimitsd company:

Provided that-

(a) a past director shall not be liable to make such further contribution ifhe has ceased to
hold oflice for a year or upwards before the commencement ofthe winding up;

(b) a past director shall not be liable to make such further contribution in respect of any
debtor liability ofthe company contracted after he ceased to hold office;

subject to the articles, a director shall not be liable to make such further contribution unless the
Court deems it necessary to require that contribution in order to satisfr the debts and liabilities of
the company, and the costs, charges and expenses ofthe winding up.

296. Liability of Contributory having fully paid share.-A person holding fully paid-
up shares in a company shall be considered as a contributory but shall heve no liabilities of
a contributory under this Act while retaining rights ofsuch a contributory.

Explanstion.-- The aerm 'contributory" means a person lirbl€ to contribute
towards the assets of the company on the event ofits beilg wound up.

297. Naturc of liability of contributory.- 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.
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298, Contributories in case ofdeath of member.- lf a contributory dies, whether before
or after being place! on the list of contributories ofa company:

(a) his legal represenhtives shall be liable, in due course of adm in istration, to contribute
to the assets of the 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 deceased
contributory, and of compelling payment of the money due, out of assets of the
deceased.

299. Conttibutory ir case of insolvency of member.-lf a contributory is adjudged
insolvent whether before or irfter he has been placed on the list of contributories of a company,
then-

(a) his assignees in insolrency shall represent him for all the purposes ofthe winding up, and
shall be contributoriei accordingly, and may be called on ro admit to proof against the
estate of the insolvenl, or otherwise to allow to be paid our of his assets in due course of
law, any money due ftom the insolvent in respect of his liability to contribute to the
assets ofthe company; and

(b) there may be proyed zgainst the estate ofthe insolvent the estimared value ofhis liability
to further calls as well as calls already made.

300. Contributories in case of winding up of a body corporate which is I member.-If
a body corporate which is a contributory is ordered to be wound up, whether before or after it has

becn placed on the list of conl ributories ofa company-

(a) the liquidator ofthe l)ody corporate shall represent it for all purposes of the winding up
ofthe company and slrall be a contributory accordingly, and may be called on td admit to
proof against the assets ofthe body corporate, or otherwise to allow to be paid out of its
assets in due course rf law, any money due from the body corporate in respect of its
liability to contribute ;o the assets of the company; and

(b) there may be proved against the assets of the body corporate the estimated 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.- A company
may be wound up by the Cour.

(a) ifthe compary has, by special resolution, resolved that the company be wound
up by the Court; or

(b) ifdefault is rnade in delivering the sratutory report to the registrdr or in holding
the statutory meeting; or

(c). ifdefault is nade in holding aoy two consecutive annual general meetings; or
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(d) if the company has made a default in filing with the registrar its financial
statements or annual retums for immediately preceding hryo consecutile
financial years, or

(c) if the cernpany has vielstcd any law; rules or regulotiens fer th€ time
l,oicFif,-fofeet-of

(e) if the number of members is reduced, in the case of public company, below
three and in the case ofa private cornpany below two: or

(f) ifthe company is unable to pay its debts; or

(g) if the company is-

(i) conceived or brought forth for, or is or has been carrying on, unlawful or
fiaudulent activities; or

(ii) 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

(iii) conducting its business in a manner oppressive to the minority members or
persons concemed with the formation or promotion ofthe company; or

(iv) run and managed by persons who fail ro 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 ofthe
memorandum or articles or the provisions ofthis Act or failed to carry out
the directions or decisions ofthe 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

(D if the Coun is of opinion thal it is just and equitable that the company should be

wound up: or

fi) ifa 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 thc Commission or any other
licencing authority, or

(l) 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 voluntarily and is liquidator
has falled to complete the winding up proceedings within a period of one year from
the date ofcommencement of its winding up; or



164

(m) ifa listed company suspends its business for a whole year.

Explanation l.-:fhe p:omotion or the carrying on of any scheme or business, howsoever

described-

. (a) whereby. in retun for a deposit or contribution, whether periodically or otherwise,
of a sum of money in cash or by means of coupons, ceftificates, tickets or other
documents, paynrent, at future 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, determirLed by chance or lottery or any other like manner, is assured or
promised; or

(b) raising unauthor ised deposits from the general public, indulging in referral
marketing, multi-level marketing (MLM), Pyramid and Ponzi Schemes, locally or
intemationally, directly or indirectly; or

(c) any other businers activity notified by the Commission to be against public policy
or a moral hazarcl:

shall be deemed to be an unlarvful activity

Explsnqtion II.:'Minority members" means members together holding not less than ten
percent of the equity share ca; ital ofthe company.

302. Company when deemed unabl€ to pay its debts.-(l) A company shall be

deemed to be unable to pay its debts-

(a) ifa creditor, by arsignment 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 tor thirty days thereafter neglected to pay the sum, or to secure or
compound for it to the reasonable satisfaction of the crcditor; or

(b) if execution or ot'ler process issued on a decree or order of any Court or any other
competent authority in favour ofa creditor ofthe company is retumed unsatisfied in
whole or in part; ( r

(c) if it is proved to the satisfaction of the Court that the company is unable to pay its
debts, and, in det,:rmining whether a company is unable to pay its debts, the Court
shalltake into acclunt the contingent and prospective liabilities ofthe company.

(2) The demand referr rd to in clause (a) of sub-section (l) shall be deemed to have been
duly given under the hand cf the creditor if it is signed by an agent or legal adviser duly
authorised on his behalf.

303. Transfer of proceedings to other Courts;Where the Court makes an order for
winding up a company under rhis Act, it may, if it thinks fit, direct all subsequent proceedings to
be Seld in any other High Colrrt, with the consent of such court and thereupon, for the purposes
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of the winding up of the company, such Court shall be deemed to be the "Court" within the
meaning of this Act and shall have all the powers and jurisdiction of the Court thereunder.

PETITION FOR WINDING UP

304. Proyisions as lo applications for windirg up.- An application to the Court for the
winding up of a 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 prospeclive
creditor or creditors), or by any contributory or contributories, or by all or any ofthe 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) a contributory shall not be entitled to present a petition for winding up a company unless-

(i) either the number of members is reduced, in the case of a private company, below
two, or, in the case ofpublic company, below threei and

(ii) the shares in respect of which he is a contributory or some of them either were
originally alloned to him or have been held by him, and registered in his name, for at
least one hundred and eighty days during the eighteen months before the
commencement ofthe winding up, or have or devolved on him tkough the death ofa
former holder;

(b) the registrar shall not 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 afforded
an opportunity of making a representation and ofbeing 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 affairs of the company has revealed that it was formed for any fraudulent or unlawfi.rl
purpose or that it is carrying on a business not authorised by its memorandum or that iE
business is being conducted in a manner oppressive to any of its members or persons

concemed in the fomation of the company or that its management has been guilry of
fraud, misfeasance or other misconduct towards the company or towards any of its
members; and such petition shall nor be presented or authorised to be presented by the
Commission unless the company has been afforded an opportunity of making a

representation and ofbeing heard:

Provided that if sole business of the company is the licensed activity and that
licence is revoked, no investigation into the affairs ofthe company shall be required to
present the petirion for winding up ofthe company;

(d) the Coun shall not give a hearing to a pctition for winding up a company by a contingent
or prospective creditor until such security for coss has been given as the Court thinks
reasonable and until a prima /acie case for winding up has been established to thc
satisfaction of the Court;



t66

(e) the Coun shall not giy,) a hearing to a petition for winding up a company by the company
until the company has fumished with its petition, in the prescribed manner, the particulars
of its assets and liabilities and business operdtions and the suits or proceedings pending
against it.

305. Right to preserrt winding up petition where company is being wound up
voluntarily or subject to ('ourt's supervisior.-( I ) Where a company is being wound up
voluntarily or subject to the s rpervision of the Court, a petition for its winding up by the Court
may be presented by any prrson authorised to do so under section 304 and subject to the
provisions of that section.

(2) The Court shall nor make a winding up order on a petition presented to it under sub-
section (l) unless it is satisfied that the voluntary winding up or winding up subject to the
supervision of the Court cannlt be continued with due regard to the interesLs of the credirors or
contributories or both or it is i,r the public interest so to do.

306. Commencement of winding up by Coun.-A winding up of a company by the
Court shall be deemed to ccmmence at the time of the presentation of the petition for the
winding up.

POWERS OF COURT HEARING APPLICATION

307. Court may grlDt injunction.-The Court may, at any time after presentation ofthe
petrtion for winding up a comlrany under this Act, and before making an order for its winding up,
upon the application of the r:ompany itself or of any its creditors or contributories, restrain
funher proceedings in any suir or proceeding against the company, upon such terms as the Court
thinks fit.

308. Powers of Court on hearing petition.{l) The Court may, on receipt of a petition
for winding up under section 304 pass any ofthe following orders, namely-

(;) dismiss it, with or without costs;

(b) make any int:rim order as it thinks fiti

(c) appoint a prcvisional manager of the company till the making ofa winding up
order;

(d) make an order for the winding up ofthe company with or without costs; or

(e) any other order as it thinks fit

Provided that an order under this sub-section shall be made within ninety days from the
date of presentation ofthe peti,ion:

Provided further that b':fore appointing a provisional manager under clause (c), the Court
shall give notice to the conpany and afford a reasonable opportunity to it to make its
representations, if any, unless br special reasons to be recorded in writing, the Court thinks fit to
dispense with such notice:
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Provided also that the Cou shall not refirse to make a winding up order on the ground

only that the assets ofthe company have been mortgaged for an amount equal to or in excess of
those assets, or that the company has no assets.

(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 th€ petitioners and that they are acting
unreasonably in seeking to have the company wound up instead ofpursuing the other remedy.

(3) Where the Court makes an order for the winding up of a company, it shall forthwith
cause intimation thereofto be sent to the official liquidator appointed by it and to the registrar-

309. Copy of winding up order to be liled with registrar.-{ I ) Within fifteen days
fiom the date ofthe making of the winding up order, the petitioner in the ryinding up proceedings
and the company shall file a certified copy ofthe order with the registrdr.

(2) tf 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 b€
liable to a penalty of level I 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 notiry in
the official Gazette that such 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 ofthe company is continued.

310. Suits stryed on winding up order.{l) When a winding up order has been made or
a provisional manager has been appointed, no suit or other legal proceeding shaf be proceeded

with or commenced against the company except by leave ofthe CouG and subject to such terms
as the Court may impose.

(2) The Court which is winding up the company shall, notwithstanding anyhing
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 tho company which is pending in any court oth€r
than that in which the winding up of the company is proceeding may, notwithstanding an),thing
contained in any other law for the time being in force, be transferred to and disposed of by the
Court.

3ll. Court may require expeditious disposrl ofsuits.{l) Notwithstanding anything
contained in any other la\ /-

(a) If any suit or proceedings, including an appeal, by or against the company
- which is allowed to be proceeded with in any Court otier than the Court in

which winding up of the 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 company; and
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(b) If any prcceedings, including proceedings for assessment or recovery of any
tax, duty )r 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 mry issue directions to that officer. authority or other body for
expeditior6 aclion and disposal ofthe 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 addressed shall, notwithstanding anything contained in
any other law, proceed lo dispose of the said suit or other proceedings expeditiously by
according it special priority;nd adopting suth measures as may be necessary in this behall and

shall inform the Court issuint, the direction or making the request ofthe action taken.

312. ElTeca of winding up order.-An order for winding up a company shall opemte in
favour ofallthe creditors anc ofall contributories of the company as if made on thejoint petition
ofa creditor and ofa contributory-

313. Power of Coun to stay winding up.-(l) 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 registEr or the Commission or a person authorised by it, and on proof to the satisfaaion 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 Coun
thinks fit.

(2) On any applicati,rn under sub-section (l), the Court may, before making an order,
require the official liquidator to fumish to the Court a report with respect to any facts or matters
which are in his opinion rele,/ant to the application.

(3) A copy ofevery crder made under sub-section (l) shall forthwith be forwarded by the
Court to the registrar, who shall make a minute ofthe order in his book relating to the company.

314. Court may as(ertail wishes of creditors or contributories.{ [ ) In all mafters
relating to the winding up ofa company, the Court may-

(a) have regar(l to the wishes of creditors or contributories of the company, as

proved to it by any sulTicient evidence in a manner as provided under this Act;

(b) if it thinks lit for the purpose of ascertaining their wishes. order meetings of the
creditors or contributories to be called, held and conducted in such manner as

may be dire:ted; and

(c) appoint a per son to act as chairman of any such meeting and to submil a repon in
this regard.

(2) While ascertainir I the wishes of creditors or contributories under sub-sedtion (t),
regard shall be had to the value of each debt of the creditor or the voting power exercised by
each contributory, as the cas,) may be.
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OFFICIAL LIQUIDATORS

315. Appointment of oflicial liquidstor.-{l) For the purpose of the windin8 up of
companias by the Coun, the Commission shall maintain a panel of persons liom whom the Court
shall appoint a proyisional manager or ollcial liquidator ofa company ordered to be wound up.

(2) A person shall not be appointed as provisional manager or official liquidator of more
than lhree companies at one point of timc.

(3) The panel for the purpose of sub-section (l) shall consist ofpersons having ar least
ten years experience in 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 his powers by the order appointing him or by a subsequent order, but otherwise he shall
have rhe same powers as a liquidator.

(5) On appointment as provisional manager or official liquidator, as the case may be,
such liquidator shall file a declaration within seven days fiom the date of appointment in the
specified form disclosing conflict of interest or lack of independence in respect of his
appointment, ifany, with the Coun and such obligation shall continue throughout the term ofhis
appointment.

(6) While passing a winding up order, the Court may appoint a provisional manager, if
any, under clause (c) of suusection (l) ofsection 308, as the official liquidator for the conduct
ofthe proceedings for the winding up ofthe company.

(7) lf more persons 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 oflicial
liquidator is to be done by all or any one or more ofsuch persons:

Provided that in case of any dispute or any yarying stance amongst the liquidators, the
matter shall be referred to the Coun for an appropriate order in chambers in the presence of the
parties concemed.

(8) The Court may determine whether any, and what, security is to be given by any
official liquidator on his appointment.

(9) Norwithstanding anything contained in sub-seQtion (l), the Court may, on the
application of creditors to whom amounts not less than sixty percent of the issued share-capital
of the company being wound 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
liquidation proceedings except for reasons of personal disability to the satisfaction ofthe Coun.

( I I ) 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 fiom
the panel maintained under sub-section ( I ):

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 takes charge.
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(12) The Commission may of its own, remove the name of any person fiom the panel
maintained under sub-section (l) on the grounds of misconduct, fraud, misfeasance, breach of
duties or professional incomlrctence:

Provided that the Commission before removing him from the panel shall give him a

reasonable opportunity of berng heard.

(13) The person appointed on the panel under rhis section shall be subject to such code of
conduct and comply with thr: requirement of any protessional accreditation programs as may be

specified by the Commission.

316. Removal of ofli:ial liquidator.- (l) 'l'he Court may, on a reasonable cause being
shown including but not linrited to lack of independence or lack of impartiality, remove the
provisional manager or the ollcial liquidator, as the case may be, on any of the following
grounds. namely:-

(a) misconduct;

(b) fraud or misfeasance;

(c) professional incompetence or failure ro exercise due care and diligence in
performanct ofthe powers and functions;

(d) inability to,ct as provisional manager or official liquidator, as the case may be;

(e) conflicr of irrterest during the teml of his appointment that will justiry removal

(2) Where the Court is of the opinion that any liquidator is responsible for causing any
Ioss or damage to the compeny due to fraud or rnisfeasance or failure to exercise due care and

diligence in the performance of his fowers and functions, the Coun may recover or cause to be

recovered such loss or damage fiom the provisional manager or olTicial liquidator, as the case

may be, and pass such other orders as it may think fit.

317. Remun€ration r,foflicial liquidator.- (l) The terms and conditions ofappointment
of a provisional manager or official liquidator and the fee payable to him shall be fixed by the
Court on the basis of task re,luired to be performed, experience, qualification of such liquidator
and size ofthe company.

(2) An ofhcial liquidator, shall also be entitled to such remuneration by way of
percentage of the amount rerlised by him by disposal of assets as may be fixed by th€ Court
having regard to the amount and nature of the work actually done and subject ro such limits as

may be prescribed:

Provided that differerLt percentage rates may be fixed lor different types of assets and
rtems

(3) In addition to the remuneration payablc under sub-section (2), the Court may permit
payment of a monthly allorvance to the official liquidator for meeting the expenses of the
winding up for a period not e:rceeding one year frorr thc Jate ofthe rvrlding up order.
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(4) The remuneration fixed as aforesaid shall not be enhanced subsequently but may be
reduced by the Court at any time.

(5) lf the official liquidaror resigns, is removed from office or otherwise ceases to hold
office before conclusion of the winding up proceedings, 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 up proceedings within the prescribed period or such extended time as may be allowed
by the Coun.

318. Style and title of official liquidator.- The official liquidator shall be described by
the style of'1he official liquidator" ofthe particular company in respect ofwhich he acts, and in
no case he shall be described by his individual name.

319. General provisions as to liquidaaors.{l) The official liquidator shall conducr the
proceedings in winding up the company and perform such duties in reference thereto as the
Court may impose.

(2) The acts ofa liquidator shall be valid, notwithstanding any defect that may afterwards
be discovered in his appointment or qualification:

Provided that nothing in this sub-section shall be deemed to give validity to acts done by
a liquidator after his appointmeot has been shown to be invalid.

(3) The winding up proceedings shall be completed by the oflicial liquidator within a
period as determined by the Court under section 322.

(4) Ifan oflicial liquidator is convicted ofmisfeasance, or breach ofduty or other lapse or
default in relation to winding up proceedings of a company, he shall cease to be the oflicial
liquidator of the company and shall also become disqualified, for a period of five years fiom
such conviction, fiom being the liquidator or to hold any other office including that of a director,
in any company and if he already holds any such omce he shall forthwith be deemed to have
ceased to hold such office.

(5) The registrar or the Commission shall take 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 officirl liquidator.{l) Where the Coun 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 in the prescribed form, verified by an
affidavit. and containing the following particulars, namely-

(a) particulars ofthe company's ilssets, debts and liabilities;

(b) the detail of cash balance in hand and at the bank;
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(c) the names and addresses of the company's creditors stating sepamtely the amount
ofsecured debts and unsecured debls, and, in the case ofsecured debts, particulars
ofthe securitir,s given, their value and the dates when they were given.

(d) the names, residential addresses and occupations ofthe persons from whom debts

ofthe company are due and the amount likely to be realised therefrom:

(e) where any property ofthe company is not in its custody or possession, the place

where and the person in whose custody or possession such properry is;

(f) full address oi the places where the business of the company was conducted
during the on! hundred and eighty days preceding the relevant date and the
names and parliculars ofthe persons incharge ofthe same;

(g) details ofany lrcnding suits or proceedings in which the company is a party; and

(h) such other particulars as may be prescribed or as the Court may order or the
provisional minager or official liquidator may require in writing, including any
information re ating to secret reserves and personal assets ofdirectors.

(2) The statement sha I be submitted and verified by persons who are at the relevant date
the directors, chiefexecutive, chieffinancial officer and secretary ofthe company.

(3) The provisional ranager or oflicial liquidator, subject to the direction of the Court,
may also require to make olt and submit to him a statement in the prescribed form as to the

afl'airs ofthe company by sonre or all ofthe persons-

(a) who have bren directors, chief executives, chief financial officer, secreta4i or
other officer:r ofthe company within one year fiom the relevant date;

(b) who have ta(en part in the formation of the company at any time within one
year before tle relevant date;

(c) who are in tte employment ofthe company, or have been in the employment of
the cornpan,, within 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;

(4) The statdment shall be submitted within fifteen days from ths relevaDt date, or within
such extended time not exc(eding forty-five days from that date as the official liquidator or
provisional manager or th€ C()urt may, for special reasons, appoint.

(5) Any person making the statement required by this section shall be entitled to and be
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 offence liable to a daily perralty of level 2 oo the standard scale.
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(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 manager may lake cognizance of an offence under sub-section (6) and try the oflence
itself in accordance with the procedure laid down in the Code of Criminal Procedure, 1898 (Act
V of l89E), for the trial of cases by Magistrates and further direct the persons concemed 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
shail be entitled. by himself or by his agent, at all reasonable times, on payment ofthe prescribed
fee, to inspect the statement submitted in pursu.mce 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 ofan offence under section lE2 ofthe Pakistan Penal Code, 1860 (Act XLV of I860), and

shall, on the application of the official liquidator or provisional manager, be punishable
accordingly.

(10) In this section, the expression "the relevanl date" means, in a case where a
provisional manager is appointed, the date of his appoinEnent, and, in a case where no such
appointment is made, the date ofthe winding up order.

321. Report by oflicial liquidator.{t) Where the Coun has made a winding up order and

appointed an official liquidator, such liquidator shall, as soon as practicable after recet)t ofthe
statement to be submitted under section 320 and not later than sixty days, fiom the date of the
winding up order submit a report to the Court, containing the following paniculars, namely.-

(a) the nature and details ofthe assets ofthe company including their location and cunent
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,

held by the company;

(c) the amount ofauthorised 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 ofsecured debts, particulars ofthe securities given;

(e) the debts due to the company and the names, addresses and occupations of the
persons fiom whom they are due and the amount likely to be realised on account
thereof;

(f) debts due from contributoriesi

(g) detaits of trademarks and intellectual properties, ifany, owned by the company;

(h) details ofsubsisting contracts,joint ventures and collaborations, ifany;

(i) details ofholding and subsidiary companies, ifany;
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C) details oflegal cas,)s filed by or against the company;

(k) any other informetion which the Coun may direct or the official liquidator may
consider necessary to include.

(2) The official liquiJator shall also include in his report the manner in which the
cornpany wirs promoted or fo med and whether in his opinion any fiaud has been committed by
'an,v perscn in its promotion cr formation, or by any director or other oftrcer of the company in
relirtion to the company since its formation.

(3) The oflicial liquidrrtor shall also make a report on the viabiliry of the business of the
cornpany or the steps which, rn his opinion, are necessary for maximising the value ofthe assets

ofrhe company.

(4) The oflicial liquidrrtor may also, if he thinks fit or upon directions of the Court, make
an), funher report or reports.

(5) A certified copy of the reports aforesaid shall also be sent to the registrar
simultaneously with their subrnission to the Coun .

322. Court directiorrs oD report of oflicial liquidator. (l) The Court shall, on
consideration of the report of the official liquidaror, fix a time limit within which the entire
proceedings shall be complet€d and the company be dissolved:

Provided that the Court may, if it is ofthe opinion, at any stage ofthe proceedings, or on
examination of the reports su )mitted to it by the official liquidator and after hearing the official
liquidator, -creditors or conlributories or any other interested person, that it will not be

advantageous or economical 1o continue the proceedings, revise the time limit within which the
enlire proceedings shall be conpleted and the company be dissolved.

(2) The Court may, on examination of the reports submitted to it by the ofiicial liquidator
and after hearing the official liquidator, creditors or contributories or any other interested person,
order sale ofthe company as :L going concem or its assets or part thereof:

Provided that the Court may where it considers fit, appoint a sale comminee comprising
such creditors, promoters an,l officers of the company as the Court may decide Io assist the
official liquidator in sale undrr t}ris sub-section.

(3) Where a report is received liom the oflicial liquidator or the Commission or any
person that a fraud has beer committed in respect of the company, the Court shall, without
prejudice to the process of winding up, order for investigation under section 257, and ol
consideration of the report of such investigation it may pass order and give directions under
se(tions 391 or 392 or direct the official liquidator to file a criminal complaint against persons
who were involved in the con mission offiaud.

(4) The Court may order for taking such steps and measures, as may be necessary, to
protect, preserve or enhance tlle value ofthe assets ofthe company.

(5) The Court may pass such other order or give such other directions as it considers fit.
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323. Settlement of list of contributories and application of assets.-(l ) As soon as may
be after making a winding up order, the Court shall settle a list of contributories, with power to
rectiry the register of members and shall cause the assets of the company to be collected and

applied in discharge of its liabiiities:

Provided that. where it appears to the Cou( that it will not be necessary to make calls on
or adjust the rtghts of contributories, the Court may dispense with the settlement of a list of
contributories.

(2) ln 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
oi or liable flor the debts of, others.

324. Custody of company's properties.- (l) Where a winding up order has be€n made
or where a provisional manager has been appointed, the official liquidator or the provisional
manager, as the case may be, shall, on the order of the Court, forthwith take into his custody or
control all rhe properry, effects and actionable claims to which the company is or appean to be
entitled to and take such steps and measures, as may be necessary, to protect and preiewe the
properties of the company.

' (2) On an application by the offcial liquidator or otherwise, the Coun may, at any time
after rhe making ofa winding up order, require any contributory for the time being on the list of
contributories, and any trustee, receiver, banker, agent, oflicer or other employee of dte
company, to pay, deliver, sunendei or tuansfer forthwith, or within such time as the Court
directs, to the official liquidator, any money, propefty or books and papers in his custody or
under his control to which the company is or appears to be entitled.

(3) The promoters, directors, officers and employees, who iue or have been in
employment of the company or acting or associated with the company shall extend full
cooperation to the official liquidator in discharge ofhis functions and duties.

(4) Notwithstanding anything contained in sub-section (l), all the property and effects of
the company shall be deemed to b€ in the custody ofthe Court fiom the date ofthe appoinEnent
ofthe Provisional manager or the passing oforder for the winding up ofthe company as the case
may be.

(5) Where any person, without reasonable cause, fails to discharge his obligations under
sub-sections (2) or (3), he shall be punishable with imprisonment which may extend to two years

or with fine which may extend to five hundred thousand rupees, or with both.

325. Power to require delivery of property.- Without prejudice to the obligation
imposed under any other provisions, the Court may, at any time after making a winding up order,
require any contributory for the time being on the list of contributories and any trustee, receiv€r,
banker, agent, officer or employee or past officer or employee or auditor ofthe company to pay,
deliver, convey, surrender or transfer forthwith, or within, such time as the Court directs, to the
oflicial liquidator any mone), property or books and papers including documents in his hands to
which the company is prina [acie entitled.

326. Power to summon persons suspected of having property of company,- (l) The

Court may, at any time after the appointment of a provisional manager or the making of winding
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up order, summon before it ary officer of the company or person known or suspectqd to have in

his possession any property rr books or papers of the company, or known or suspected to be

indebted to the company, or any person whom the Court deems capable of giving infomation
conceming the promotion, fo-rnation, trade, dealings, books or papers, affairs or property ofthe
cornpany.

(2) The Court may examine a person summoned under sub-section (l) on oath
corrceming the mafters aforesrid, either by word oimouth or on written inte[ogatories, and may
reduce his answers to writing and require him to sign them.

(3) The Court may rr:quire a person summoned under sub-section (t) to produce any

books and papers in his custoly or power relating to the compmy, but, where he claims any lien
on book or papers produced by him, the production shall be without prejudice to that lien, and

the Court shall have jurisdictirn in the winding up to determine all questions relating to that lien.

(4) If any person so :;ummoned, after being paid or tendered a reasonable sum for his
expenses, fails to come befor: the Courl at the time appointed, not having a lawful impediment
made known to the Court at tre time of its sitting and allowed by it, the Coun may cause him to
be apprehended and brought t efore the Coun for examination.

(5) lf, on his examinarion, any officer or person s,.r surrrmoned admits that he is indebted
to the company, fte Court miry order him to pay to the provisional manager or, as the case may
be, the liquidator, at such tim: and in such manner as the Court may direct, the amount in which
he is indebted, or any part tt ereof, either in full discharge of the whole amount or not, as the
Court thinks fit, with or without costs ofthe examination.

(6) If, on his examinalion, any such officer or persl n admits that he has in his possession"
any property belonging to th() company, the Court nra) order him to deliver to the provisional
manager or, as the case may )e, the liquidator that property or any part thereof, at such time, in
such manner and on such temrs as the Court mav direct.

(7) Orders made und(,r sub-sections (5) and (6) shall be executed in the same mimner as

decrees for the payment of money or for the delivery of property under the Code of Civil
Pr<rcedure, l90E (Act V of l9)E), respectively.

(8) Any person makir,g any payment or delivery in pursuance of an order made under
sutrsection (5) or sub-section (6) shall by such payment or delivery be, unless otherwise directed
by such order, discharged frorn all liability whatsoever in respect ofsuch debt or property.

327. Power to order public examinatior of promotcrs, directors.- (l) When an order
has been made for winding up a company by the Court, and the official liquidator has made a
report to the Court stating thlt in his opinion a fraud or other actionable irregularity has been
committed by any person in .he promotion or formation of the company or by any director or
other officer of the company rn relation to the company since its formation, the Court may, after
consideration of the report, d rrect thar such person, director or other officer shall attend before
the Court on a day appointed by the Court for that purpose, and be publicly examined as to the
promotion or formation or th( conduct ofthe business ofthe company, or as to his conduct and
dealings as director, manager ,tr other ofhcer thereof.

(2) Tfre otlcial liquidzlor shall take part in the examination, and for that purpose may, if
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sanctioned by the Court.

(3) Any creditor or contribulory may also take part in the examination either personally
or by any person entitled 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 exanrined on oath, and shall answer all such questions
as the Court may put or allow to be put to him.

(6) A person ordered to be examined under this section

(a) shall, before his examination, be fumished at his own cost with a copy of the
official liquidator's repon: and

(b) may at his own cost employ any person entitled to appear before the Court, who
shall be at liberty to put to him such questions as the Court may deem just for the
purpose ofenabling him to explain or qualif any answer given by him:

Provided that if he is, in the opinion of the Court, exculpated from any charges made or
suggested against him, the Court may allow him such costs as in its discretion it may think fit.

(7) lf any such person applies to the Court Io be exculpated fiom any charges made or
suggested against him, it shall be the dury of the official liquidator to appear on the haring of
rhe application and call the attention of the Court ro any matters which appear to the official
liquidator to be relevant, and ifthe Court, after hearing any evidence given or witnesses called by
the official liquidaror, grants the application, the Court may allow the applicant such costs as it
may think fit.

(E) Notes ofthe 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 him and
shall be open to the inspection ofany creditor or contributory at all reasonable times.

(9) The Coun may, if iI thinks fit, adjoum the examination from time to time

(10) An examination under this section may, if the Court so direcB, and subject to any
rules in this behalt be held before any oflicer ofthe Court, being an official refere€, r€gistrar,
additional registrar or deputy registrar.

( I I ) The powers of th€ Court under this section as to the conduct ofthe examination, but
not as to costs may be exercised by the person before whom the examination is held by virtue of
a direction under sub-section (10).

32t. Power to arrcst abscotrding conaributory.- The Court, at any time either before or
after making a winding up order, on proof of probable cause for believing that a contributory is

about to quit Pakistan or orherwise to abscond, or to remove or conceal any of his prop€rty, 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
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property to be seized, and kept safely until such time as the Coun may order

329. Power to order payment of debts by contri bulory.-( I ) The Coun may, at any
tirne after making a windinll up order, make an order on any contributory for the time being
settled on the list of contribulories to pay, in a manner directed by the order. any money due from
him or from the estate ofthe person whom he represents to the company. exclusive ofany money
payable by him or the estate rry virtue of any call in pursuance ofthis Act.

(2) The Court in mak ng such an order may-

(a) in the case of rn unlimited company, allow the contributory by wal,ofser-off, any
money due to him or to the cstate which he represents fionr the company on any
independenr dealing or contract with the company, but not any money due to him
as a member <,f the company in respect ofany dividend or profit: and

(b) in the case of a limited company, makc to ahy directo|a'hose liability is unlimited
or to his estalt the like allowance.

(3) tn the case of an1, company, whether limited or unlrmited, when all the creditors are
paid in full, any money due r,n any account whatever to a contributory from the company may be

allowed to him by way ofset-offagainst any subsequent call.

330. Power of Corrrt to make calls.{l) The Court may, at any time after making a

winding up order, and either before or after it has ascertained the sufficiency ofthe assets ofthe
company, make calls on an,l order payment thereof by all or any of the contributories for the
time being settled on the lisr ofthe contributories to the extent oftheir liability, for payment of
any money which the Court considers necessary to satisry the debts and liabilities of the
company, and the costs, charges and expenses of winding up, and lbr the adjustment ofthe rights
oithe contributories among themselves.

(2) In making the callthe Court may take into consideration the probability that some of
the contributories may partly or wholly fail to pay the call.

331. Power to ord(r payment into bank{l) The Court may order any contributory,
purchaser or other person frrrm whom any money is due to the company to pay the sarne into the
account ofthe official liquidator in a scheduled bank instead ofto the official liquidator, and any
srrch order may be enforce<l in the same manner as if it had directed payment to the official
liquidator.

(2) Information aboLt the amount deposited shall be sent by rhe person paying it to the
official liquidator within thrr'e days ofrhe date ofpayment.

332. Regulation of account with Court.- All moneys, bills, notes and other securities
paid and delivered into the scheduled bank where the omcial liquidator of the company may
have his account, in the evert of a company being wound up by rhe Coun, shall be su$ect in all
respect to the orders of the Court.

f,33. Order on contr ibutory conclusive evidencc.{l) An order made by the Court on a
contributory shall, subject t( any right ofappeal, be conclusive evidence that the money, ifany,
thereby appearing to be due rr ordered to be paid is due.
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(2) All other pertinent mafters 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 Coun may fix a time or
times within which creditors are to prove their debts or claims, or to be excluded from the benefit
ofany distribution made before those debts are proved.

335. Adjustment of rights of contributories.-The Coun shall adjust the rights of the
contributories among themselves, and distribute any surplus among the persons entitled thereto.

336. Power to order costs.-The Coun may, in the event ofthe assets being insumcient
to satisry 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 dutics of ollicial liquidator.- (l) Subject to directions by the Court, if
any, in this regard, the oflcial liquidator, in a winding up ofa company, shall have the power-

(a) to carry on the business of the company so far as may be necessary for the
bencficial winding up ofthe company;

(b) to do all acts and to 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 company's seal;

(c) to sell the immovable and movable property and actionable claims of the
company by public auction or private contract, with power to transfer such
property to any person or body corporate;

(d) to sell whole ofthe undertaking ofthe company as a going concem;

(e) to institute or defend any suit, prosecution or other legal proceeding, civil or
criminal, in the name and on behalfofthe company;

(0 to invite and settle claim of creditors, employees or any other claimant and
distribute sale proceeds in accordance with priorities esBblished under this
Act:

(g) to draw, accept, make and endors€ any negotiable instruments in the name and
on behalf of the company, with the same eflect with respect to the liability of
the company as if such instruments had been drawn, accepted, made or
endorsed by or on behalfofthe company in the course of its business;

(h) to obtain any professional assistaflce from any person or appoint any
professional, in discharge ofhis duties, obligations and responsibilities and for
protection of the assets of the company, appoint an agent to do any business
which the olficial liquidator is unable to do himself;

(D to appoint an Advocate entitled to appear before the Court or such person as

may be prescribed to assist him in the performance ofhis duties;
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U) to take all such actions. steps, or to sign. execute and veriry any paper, deed,
document, application. petition, afTidavit, bond or instrument as may be
necessary-

(i) for wirding up ofthe company;

(ii) for dirtribution ofassets;

(iii) in discharge of his duties and obligations and functions as official
liquidrtor; and

(k) to apply tc the Court for such orders or directions as may be necessary for the
winding up ofthe company.

(2) The exercise ofp<wers by the official liquidator under sub-section (l) strall be subject
to the overall control ofthe Oourt, and any creditor or contributory or the registrar may apply !o
th€ Court with respect to any exercise or proposed exercise ofany ofthe said powers.

(3) Notwithstanding the provisions ofsub-section (t), the official liquidator shall perform
such other duties as the Cour. may speciry in this behalf.

33t. Liquidator ao keep books containing proceedings of meetings.- The official
liquidator of a company whir:h is being wound up by the Court shall, in order to reflect a co[ect
and fair view of the administration ofthe company's affairs, maintain proper books ofaccounts
and also keep the following t,ooks-

(a) register showing the dates at which notices were issued to the creditors and
contributories

(b) minutes book of all proceedings and resolutions passed at any meeting of the
contributories or the creditors:

(c) register conta ning paniculars ofall transactions and negotiations made by him in
relation to the winding up ofthe company and the connected matters.

339. Liquidator's account.-(l) The official liquidator shall,

(a) inaintain proper and regular books of accounts including accounts of receips and
pa),rnents ma(le by him in such form and manner as may be prescribed;

(b) at the end of one hundred and eighty days from the date of winding up order,
prepar€ a rep,)rt consisting of account of his receipts and payments and dealings
as liquidator, together with such further information as may be prescribed, which
shall be subje;ted to a limited scope review by the company's auditor;

(c) present to the Court and file with the registrar a certified copy of such accounts
within thirty Jays fiom the close of half year- Such copies shall be open to the
inspection of rny person on payrnent ofprescribed fee;
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(d) where the winding up is nof concluded within one year fiom the date of winding
up order. within sixty days after the close of each year, prcpare a statement of
financial position and the receipt and payment accoun6, get it audited by the
company's auditor and lay before the contributories in the general meeting in the
same manner as the annual accounts of a company are laid before the annual
general meeting, in terms ofsection 223 ofthis 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 auditor's report shall be 6led ard kept by the Coun, and the other copy alongwith
the auditor's report shall be delivered to the registrar for filing; and each copy shall be open to
the inspection of any person on payment ofprescribed fee.

(4) The official Iiquidator shall cause a copy of the account to be sent by post to every
creditor and contributory:

(a) within $irty days in case of half yearly accounts, referred in clause (b) of sub-
section (l); and

(b) at least fifty days before the date ofgeneral meeting in case ofclause (d) ofsub-
section (l).

(5) The concemed Minister-in-Charge ofthe Federal Covemment may, by notification in
the official Cazette require that the accounts and information referred to in sub-section (l ) shall
be fumished to an officer to be designated by it for the purpose aod that such omcer shall cause
the accounts to be audited; and, upon the publication of such notification, reference to "Court" in
the preceding provisions ofthis section shall be construed as a reference to such ofncer.

340. Erercise rrd control of liquidetor's powers.{l) Subject to the provisions of this
Act, the ofhcial liquidator of a company which is being wound up by the Court shall, in the
administration of the assets of tlle company and in the distribution thereof among its creditors,
have regard to any directions that may be given by resolution ofthe creditors or contributories at
any general me€ting.

(2) The ofiicial liquidator may summon general meetings of the creditors or
contributories for the purpose of ascertaining their wishes, and it shall be his dury to summon
meetings at such times as the creditors or contributories, by resolution, may direct, or whencver
requested in !+,riting to do so by one-tenth 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 assets of the company and in the distribution thereof
among the creditors.

(4) If any person is aggrieved by any act or decision ofthe official liquidator, that person

may apply to the Court, and the Court may confirm, reverse or modi! the act or decision
complained of, and make such order as it thinksjust in the circumstances.
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341. Distribution by ollicial liquidator.-Subject to any directions given by the Coun,
th€ oflicial liquidator shall, uithin thirty days ofthe coming into his hands of funds sufficient to
distribute among the creditors or contributories after providing for expenses ofthe winding up or
for other preferential paym( nts as provided in this Act, distribute in accordance with the
provisions ofthis Act:

Provided that in case cf company licenced under section 42 of this Act, if on a winding
up, there remains after the r atisfaction of all debts and liabilities, any assets, those shall be
transfered to another compa[y licenced under section 42 of this Act, preferably having similar
or identical objects to those ,rf the company in the manner as may be specified and subject to
such conditions as the Court rnay impose:

Provided further that riuch portion of the funds as may be required for meeting any claim
against the company which \ay be subjudice or subject matter of adjudication or e$sessment
shall not be disttibuted till th( claim is finally senled:

Provided also that ary amounts retained as aforesaid shall be invested by the official
liquidator in Special Saving rlertificates and the same shall be deposited by him with the Court
and the distribution thcreofshall be made by him after the p€nding claims are seftled:

Provided also that in case of company licenced under section 42, if any ofthe assets is

not transferred in the manner provided in first proviso due to any reason, all such assets shall be
sold and proceeds thereof cr(dited to the Investor Education and Awareness Fund formed under
se;tion 245.

312. Dissolulion tf company.- (l) When the affairs of a company have been

completely wound up, or wlen the Court is of the opinion that the official liquidator cannol
proceed with the winding up of the company for want of funds and assets or any other reason
wlratsoever and it is just ard reasonable in the circumstances of the case that an order of
dissolution of the company be made, the Court shall make an order that the company be

dissolved from the date of th(: order, and the company shall be dissolved accordingly:

Provided that such dissolution of the company shall not extinguish and right of, or debt
due to the company against cr from any person.

(2) A copy ofthe orrler shall, within fifteen days ofthe making thereof, be forwarded by
the official liquidator to the registrar, vr'ho shall make in his books a minute ofthe dissolution of
the company and shall publish a notice in the oflicial Gazette that the company is dissolved.

(3) lf the official liquidator makes default in complying with the requirements of this
section, he shall be liable to rr daily penalty of level I on the standard scale.

343. Saving of other proceedings.- Any powers conferred on the Court by this Act shall
bc in addition to, and not in derogation of, any existing power of instituting proceedings against
any contributory or debtor cf the company, or the estate of any contributory or debtor, for the
recovery ofany call or other sums.
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ENFORCEMENT OF ORDERS

34,1. PoBer to enforce orders.- All orders made by a Court under this Act may be
enlbrced in the same manner in w'hich decrees ofsuuh Court made in any suir may be enforced.

345. Order made by any Court to be enforced by othcr Courts.-Any order made by a

Court for, or in the course ol 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 Ordcrs to be enforced by other Courts.- Vy'here any order
made by one Coun is to he enforced by another Court, a certified copy ofthe order so made shall
be produced to the proper officer ofthe Court required to enforce the same, and the production of
such cenified copy shall be sullicient evidence of such order having been made; and thereupon
the 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 ofthe Court enforcing the same.

J47. Circumstances in which company may be wound rp voluntsrily.- A company
may be wound up voluntarily-

(a) ifthe company in general meeting passes a resolution requiring the company to be
wound up voluntarily as a result ofthe expiry ofthe period for is duration, if any,
fixed by its articles or on the occunence of arty Eent in respecr of which the
articles provide that the company should be dissolved: or

(b) if the company passes a speciil resolution that the company be wound up
voluntarily;

and, in the subsequent provisions of this Part, the expression "resolution for voluntary winding
up" means a resolution passed under clause (a) or clause (b).

34E. Commencement of voluntary winding up.-A voluntary winding up shall be
deemed to commence at the time ofthe passing ofthe resolution for voluntary winding up.

349. Effect ofvoluntary winding up on status ofcompany.- ln the case ofvoluntary
winding up, the company shall, fiom the commencement ofthe winding up, cease to carry on its
business, except so far as may be required for the beneficial winding up thereof:

Provided that the corporate state and corporate powers of the company shall,
notwithstanding anfhing lo the contrary in its articles, continue until it is dissolved.

350. Notice of resolution to wird up voluntarily.{l) Notice of any resolution for
winding up a company voluntarily shall be given by the company within ten days of the passing
of the same by advenisement in a newspaper in English and Urdu languages at least in one issue
each of a daily newspaper of respective language having wide circulation and a copy thereof
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 I on the standard scale.
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(3) F'or the purpose of this seclion. a liquidator of a company shall be deemed to be an

officer of rhe company.

351. Declaration ofsolvency in case of proposal to wind up voluntarily.- (l) Where it
is proposed to wind up a coxpany voluntarily, its directors, or in case the company has more
th n three directors, the m;jority of the directors, including the chief executive, may, at a

meeting ofthe board make a leclaration verified by an amdavit to the effect that they have made

a full inquiry into the affairi of the company, and that having done so, they have formed the
opinion that the company ha; no debts, or that it will be able to pay all its debts in full from the
proceeds of assets within su,:h period nof exceeding one yeer from the commencement of the
winding up, as may be specifred in the declaration.

(2) A declaration macle as aforosaid shall have no effect for the purposes of this Act,
unless-

(a) it is made v,ithin the five *'eeks immediately preceding the date ofthe passing

ofthe resolJtion for winding up the company and is ddlivered to the registrar
for registration before thal date;

(b) it contains E declaration that the company is not being wound up to defraud any
person or plrsons: and

(c) it is accompanied by a copy of the repon of the auditors of the company,
prepared, q1r far as the circumstances admit, in accordance with the provisions
of this Act. on the statement of financial position and profit and loss account of
the company for the period commencing from the date up to which the last such
accounts wore prepared and ending with the latest practicable date immediately
before the rraking ofthe declaration.

(3) Where the compary is wound up in pursuance ofa resolution passed within the period
ol'five weeks after the makir,g of the declaration, but its debts are not paid or 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 ir company making a declaration under this section without having
reasonable grounds for the o:inion thar the company will be able to pay its debts in full fiom 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 bet,veen members ard creditors voluntrry winding up,- A winding
up in the case of which a dcclaration under section 35 I has been made is a members' voluntary
winding up and a winding rrp in the case of which such a declaration has not been made is a
creditors' yoluntary winding up.

353. Appointment of liquidator.(l) In a members' voluntary winding up, the company
in general meeting shall apt oint one or more liquidators, whose written consent to act as such
hiu been obtained in advance, for the purpose of winding up the company,s affairs and
djstributing its assets-
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(2) On the appointment of a liquidator all the powers of the board shall cease, except for
the purpose of giving notice ofresolution to wind up the company and appointment ofliquidator
and filing of consent of liquidator in pursuance of sections 351 aid 363 or in so far as the
company in general meeting, or the liquidator sanctions the continuance tiereoi

(3) The liquidator shall subject to the specified limits be entitled to such remuneration by
way of percentage of the amount realised by him'by disposal of assets or oth€rwise, as the
company in general meeting may fix having regard to ihe nature of the work done. experience.
qualification ofsuch liquidator and size ofthe company:

Provided that different percentage rates may be fixed for different types of assets and

ttems

(4) tn addition to the remuneration payable under sub-section (3), the company in ganeral
meeting may authorise payment ol a monthiy allowance to the liquidator for meeting the
expenses of the winding up for a period not exceeding one year fiom the date of the
commencement of winding up.

(5) The remuneration fixed as aforesaid shall not be enhanced subsequ'ently but may be
reduced by the Court at any time.

(6) If the liquidator resigns, is removed fiom office or otherwise ceases to hold office
before conclusion of winding up, he shall not be entitled to any remuneration and remuneration
already reeeived by him, ifany, shall be refunded by him to the company.

(7) The liquidator shall not resign or quit his office as liquidator before conclusion ofthe
winding up proceedings except for reasons of personal disability to the satisfaction of the
members and also be removed by a resclution in general m€eting.

(8) No remuneration shall be payable to liquidator who fails to complete the windin! up
proceedings wirhin the prescribed period.

354. Power to fill vacancy in ollice of liquidator.{l} If a vacancy occurs by death,
resignation or otherwise in the office of any liquidator appointed by the company, the company
in general meeting ma), fill the vacancy by appointing a person who has given his written
consent to act as liquidator.

' (2) For that purpose a general meeting shal! be convened by the out-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 liquidator, and failing that may be convened
by any contributory, or by the Commission on the 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 interested
in the winding up be determined by the Commission..

(4) lf 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 p€nalty oflevel l.on
the standard scale.
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355. Notice by liqui(lator of his appoin(ment.- ( l) The liquidator shall, within ten days

alter his appointment. file v,ith the registrar for registration a notice of his appointment in the
specified form.

. (2) If the liquidator frils to comply with this section, he shall be liable to a daily penalty
ol level I on the standard scr.le.

356. Power of liquidrtor to accept shares as colsideration for sale of propery< of
company.- (l) Where-

(a) a company 'in this section called the "transferor company") is proposed to be, or
is in the cotLrse ofbeing, wound up altogether voluntaril): and

(b) the whqle (,r a part of its business or propert-v is proposed b be transferred or
sold to ano..her body corporate. whether a company within the meaning of this
Act or not (in this section called "the transferee company"),

the liquidator of the transferor company may, with the sanction of a special resolution of that
company confening on the iquidator either a general authority or an authority in respect ofany
particular arran gement-

(i) receive, by way ofcompensation or part compensation for the transfer or sale,
shares, policies, or other like interests in the transferee company, for
distribution among the members ofthe transferor company; or

(ii) enter into any other arrangement whereby the members of the transferor
company may, in lieu of receiving cash, shares, policies, or other like interests

or in addrtion thereto, participate in the profits of, or recerve any other benefit
faom, the transferee company.

(2) Any sale or arrar gement 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 ofthe special resolutiorl he

may rcquire the liquidator either-

(a) to abstain frcm carrying the resolution into effect; or

(b) to purchase his interest at a price to be determined by agreement or by arbitration
in the manner hereafter provided.

(4) Ifthe liquidator elects to purchase the member's interest, the purchase money shall be
g,aid before the company is dissolved, and be raised by the liquidator in such manner as may be
daermined by special resolrrtion.

(5) A special resolulion shall not be invalid for the purpose of this section by reason only
that it is passed before o- concurrently with a resolution for voluntary winding up or for
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appointing liquidators; bu1 if an order is nade within a year for winding up the company by or
subject to Lhe supervision of the Court, the'special resolution shall not be valid unlsss it is

sanctioned by the Coun.

(6) The provisions of the Arbitration Act, 1940 (X of l9a0), other than those restricting
the application ofthis Act in respect ofthe subject-matter ofthe arbitration, shall apply to all
arbitrations in pursuance of this section.

357. Duty of liquidator wherc company turns out to be insolvent.- (l) Where the
liquiduor is of the opinion rhat the company will be unable to pay its debts in full within the
period stated rn the directors' declaration under section 35t, he shall fothwith summon a

meeting of the creditors and shall lay before the meeting a statement of the assets and liabilities
ofthe company and such other particulars as may be specified.

(2) Where sub-section (l) becomes applicablq the creditors may in their meeting held as

aforesaid decide to continue with the existing liquidator or 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
compimy may, wirhin Frfteen days after the date on which the nomination was made by the
creditors, apply to the Court for an order either

(a) directing that the person nominated as liquidator by the company shall b€

liquidator instead of or jo.intly with the person nominated by the creditors, or

(b) appointing some other person to be liquidator instead ofthe person nominated by
the creditors.

(4) A retum of convening the creditors meeting as aforesaid along with a copy of the
notice thereof and a statement of assets and liabilities of the company and the minutes of the
meeting shall be filed with the registar within ten days ofthe date ofthe meeting-

(5) If the liquidator fails to comply with any of the requirements of this section, he shajl
be liable to a penalty of level I on the standard scale.

35t. Duty of liquidator to call general meetings.{t) The liquidator shall-

(a) summon and hold annual genenl meeting ofthe company within a period ofsirty
days fiom the close of first year after the commencement of winding up, in the
manner provided under section [32;

(b) lay before the meeting audited accounts consisting of statement of frnancial
position and the receipt and payment accounts, auditors' report and the
Iiquidator's report on the acts, dealings and the conduct ofthe company's 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

refened to in clause (b).
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(2) A rerum of convening of each general meeting together with a copy of the notice,
accounts and the reports as atbresaid, the list of contributories as on the date of the meetin8 and
the minutes ofthe meeting shrll be filed by the liquidator with the registrar within fifteen days of
thc date ofthe meeting.

(3) Ifthe liquidator fails to comply with this section, he shall be liable; in respect ofeach
failure, to a penalty of level I on the standard scale

359- Final meeting and dissolution.-{ I ) As soon as the affairs of a company are fully
' wound up, the liquidator shal

(a) prepare final accounts ofthe company, get the same audited; and also prepare a repon of
the winding up, show,ng that the property and assets ofthe company have been disposed
ofand its debs fi.rlly <lischarged and such other parriculars; as may be specified; and

(b) call a general meetinl; of the company for the purpose of laying the report and accounts
before it, and giving any explanation therefor.

(2) A copy of the rel)ort and accounts together with a copy of the auditor's report and
notice of meeting shall be sert by post or courier or through electronic mode to each contibutory
of the company at least tw)nty-one days before the meeting required to be held under this
section.

(3) The notice of the meeting specirying the time, place and object of the me€ting shall
also be published at least tw€nty-one days before the date ofthe meeting in the manner specified
in section 350.

(4) Within one week rfter the meeting, the liquidator shall file with tha registrar his final
report in the specified form.

(5) If a quorum is n()t present at the meeting, the liquidator shall in lieu of the retum
iefened to in sub-section (4 r, make a return that the meeting was duly summoned and that no
quorum was present thereat, and upon such a retum being 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 of sub-section (4r as to rhe making of the retum shall be deemed to have been

complied with.

(6) The registrar, on receiving the repon and account and either the retum mentioned in
sub-section (4) or the retum mentioned in sub-section (5), shall, after such scrutiny as he may
de€m fit, register them, and ( n the expiration of nincty days from such registration, the company
shall be deemed to be dissoh'ed:

Provided that, if on tis scrutiny the registrar considers that the affairs ofthe company or
the liquidation proceedings have been conducted in a manner prejudicial to its interest or the
interests of its creditors and members or that any actionable irregularity has been committed, he
may take action in accordance with the provisions ofthis Act:

Provided further that the Court may on the application of the liquidator or of any other
porson who appears to the Court to be interested, make an order deferring the date at which the
dissolution ofthe company ri to take effect, for such time as the Court think fit.
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(7) It shall be the duty ofthe person on whose application an order ofthe Court under the
foregoing proviso is made, wrthin fourteen days after the making of the order, to deliyer to the
registrar a certified copy ofthe order for registration, and, ifthat person fails so to do, he shall be

liable to a daily penalty oflevel I on the standard scale.

(8) If the liquidator fails to comply with anv requirements of this section, he shall be
liable to a penalty of leve! I on the standard scale,

360. Altenrative provisions as to annual and finol mcetings in casc of insolvency.-
Where section 357 has effect, sections 368 and 369 shall apply to the winding up, to the
exclusion ofsections 358 and 359 as if the winding up were creditors' voluntary winding up and
not a members' volunhry winding up:

Provided that the liquidator shall not be required to summon a meeting of creditors under
section 368 at the end of the first year fiom the commencement of the winding up, unless the
meeting held under section 362 has been held more than ninety days before the end ofthe year.

PROVISIONS APPLTCABLE TO CREDITORS'
VOLUNTARY WINDING UP

361. Provisions applicable to creditors' voluntsry winding up.-The provisions
contained in sections 355 to 369, both inclusive, shall apply in relation to creditors' voluntary
winding up.

362. Meeting of crediton. {l) The company shall-

(a) cause a meeting of is 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 me€ting at

which the resolution for voluntary winding up.is to be proposed;

(b) cause the notices of the creditors' meeting 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 creditors' meeting to be advertised in a newspaper in English
and Urdu languages at least in one issue each of respective language having wide
circulation and a copy thereofshall simultaneously be sent to the registrar.

(2) The directors ofthe company shall-

(a) make out a statement of the position of the company's affairs and assets and
liabilities together with a list ofthe creditors ofthe company, details of securities
held by them respectively along with the dates when sqch securities were held, the
estimated amount of their claims to be laid before the meeting of creditoB and
such other information as may be specified; and

(b) appoint one oftheir members to preside at the said meeting.

(3) It shall be the duty of the director appointed to presid€ at the meeting of creditors to
attend the meeting and preside thereat.
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(4) An.v contraventior or default in complying wrth requiremenls of this section shall be
an offence liable to a penalty of level I on the standard scale.

363. Appointment ol liquidator.- (l) The creditors and the company at their respective
meetings mentioned in secti( os 351 md 362 may nominate 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 arrd company nominate different p€rsons, the persons nominated by
the creditors shall.be liquidat )r:

Provided that any dirlctor, 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 the person nominated as liquidator by the company shall be liquidator
instead of or jbintly with the person rominated by the creditors or appointing some other person
to b€ liquidator instead ofthe person appointed by the creditors.

(3) lf no person is rrominated by the creditors, the person, if any, nominated by the
company shall be liquidator.

(5) The liquidator sh?ll not resign or quit his oflice as liquidator before conclusion ofthe
wrnding up proceedings exc(:pt for reasons ofpersonal disability to the satisfaction ofthe Court
and may also be removed by the Court for reasons to be recorded.

(6) Notice of appoinrment of liquidator as well as the resolution passed at a creditors'
meeting in pursuance of section 362 shall be given by the company to the registrar, along with
the consent ofthe liquidator to act as such, within ten days ofthe passing thereof.

364. Fixing of liquidator's remuneration.-( I ) The liquidator shall subject to the
specified limits be entitled tc such remuneration by way of percentage ofthe amount realised by
him by disposal of assets or otherwise, as the creditors in their meeting or the Coun in t€rms of
proviso to sub-section (2) of section 317 as the case may be, may fix having regard to the nature
oI the work done, experience, qualification ofsuch liquidator and size ofthe company:

Provided that differelt percentage rates may be fixed for different types of assets and
items.

(2) In addition to the remunerarion payable under sub-.secriori-1 I ), the creditors in their
meeting or the Court may authorise payment of a monthly allowance to the liquidator for
meeting the expenses ofthe 'vinding up for a period not exceeding one yesr from the date ofthe
commencement of winding up.

(3) The remu[eration fixed as aforesaid shall not be enhanced subsequently but may be
reduced by the Court at any time.

(4) If no person is rominated by the company, the person, if any, noqrinated by the
creditors shall be the liquidat)r.

(4) If the liquidator r esigns, is removed from office or otherwise ceases to hold office
before conclusion of windrng up, he shall not b€ entitled 0o any remuneration and the
remuneration already receiveJ by him, ifany, shall be refunded by him to the company.
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365. Cessation of boards' powcrs.-On the appointment ofa liquidator, all the powers of
the board, chief executive and other officers.shall cease, except for the purpose of giving notice
ofresolution to wind up and appointment ofthe liquidator and filing ofconsent ofthe liqurdator
as required under this Act, the creditois, in general meeting may sanction the continuance
lhcreof.

366. Powcr to lill vacancy in ollice of liquidator.-lf a vacancy occurs, by death,
resignation or otherwise, in the oftice of a liquidator, other thao a liquidatbr appointed by or by
the direction of the Court, the creditqrs in their meeting may fill the yacancy by appointing a

person who has given his written consent to act as liquidator, and for this purpose the proyisions
ofsection 354 shall mutaris mutandis apply.

367. Application of seclion 356 lo , creditors voluntary winding up.-The provisions
of section 356 shall apply in the case of a creditors voluntary winding up as in the case of
memb€r's voluntar) winding up with the modificatior that the powers of the liquidator under the
said section shall not be exercised except with the sanction ofthe Court.

36E. Duty of liquidator to call meeting of company 8nd of creditors.{l) The
Iiquidator shall-

(a) summon and hold annual general meeting ofthe company and a meeting ofthe creditors
within a period of sixty days fiom the close of its financial ydar in the manner provided
under section 132;

(b) lay before the meetings mentioned in clause (a), audited accounLs consisting ofstatement
of financial position.and the receipt and payment accounts, auditors' report and the
liquidator's report on the acts, dealings and the conduct of the compiny's winding up
during the preceding period from the date ofwinding 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 retum 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 ofthe meering shall be filed by the liquidator with the registrar within fifteen days of
the date ofthe meeting

(3).If the liquidator fails to comply with this section, he shall be liable to a penalty of
level I on the standard scale.

369. Final meeting 8nd dissolution.{l) As soon as the affairs of a company are fully
wound up, the liquidator shall-

(a) prepare final accounts of the company, get the same audited; and also prepare a repon of
the winding up, showilg that the property and asssts of the company have been disposed
ofand its debts fully discharged and such other particulars: as mav be specified;

(b) summon and hold general meeting ofthe company and a meetrng ofthe creditors within a
period of sixty days fiom the close of its financial year in the manner provided under
section 132; and
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(c) lay before the meetin3s mentioned in clause (a), audited accounts consisting of statement
of financial position and the r€ceipt and payment accounts, auditors' report and the
liquiduor's repon on the acts, dealings and the conduct of the company's 'winding up
during the preceding period from the date of winding up.

. (.2) A copy of the repon and accounts together with a copy of the auditor's report and
notice of meeting shall be sert by post or courier or through electronic mode to each contributory
of the company at least tw,:nty-one days .before the meeting req'uired to'be held under this
section.

(3) The rotice of the meeting specifing the lime, place and object of the meeting shall
also be published at least twenty-one days before the date of thc meeting in thc manner specified
in secion 350.

. (4) Within one week rfter the rneeting, the liquidator shall file with the re5'istrar his final
rel)ort in the specified form.

(5) tfa quorum (whic1 for the purpose of this section shall be two persons) is not present
at either ofsuch meetings, th: liquidator shall in lieu ofthe retum refened to in suEsection (4),
make a retum that the meeting was duly summoned and that no qqorum was present thereat, and
upon such a retum being mace within one week after the date fixe.d for the mceting along with a

copy of his report and accour t in the specified manner, the provision of sub-section (4) as to the
making ofthe retum shall be leemed to have been complied with.

(6) The registrar, on receiving the report and account and either the retum meotioned in
suEsection (4) or dre return mertioned in sub-section (5), shall, after such scrutiny as he may
deem fit, register them, and o[ the expiralion ofninety days from such registration, the company
shirll be deemed to be dissolr,'d:

Provided that, if on his scrutiny the registrar considers that the affairs ofthe company or
the liquidation proceedings tave been conducted in a manner prejudicial to its interest or the
interests of its creditors and nrembers or that any actionable irregulariry has been commifted, he
may take action in accordanct with the provisions ofthis Act:

Providcd further that he Court may on the application of the liquidator Or of any other
person who appears to the C( urt to be inlerested, make an order deferring the date at which the
dissolution ofthe company is to take ef'fect, for such time as the Court thinks fit.

(7) lt shall be the duty ofthe person on whose application an order of rhe Court under the
foregoing proviso is made, within lburteen days after the making of the order, to deliver to the
registrar a certified copy ofth,r order for registration, and, ifthat persdn fails so to do, he shall be
liable to a daily penalry of lev,)l I on the standard scale.

(E) If the liquidator fidls to comply with any requirements of this section, he shall be
liable to a penalty of level I orr the srandard scale.
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PROVISIONS APPLICABLE TO EVERY VOLUNTARY WINDING UP

370. Distribution of property of company.- Subject 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 liabilities pari passu and, subject to such application shall, unless the articles
otherwise provide be distributed among the members according to their rights and interests in thd
company.

371, Application of sections 320 and 321 to voluntary wirding up.- The provisions of
sections 320 and 321 shall, so far as may be, apply to every vcluntary winding up as they apply
to winding up by the Coufi except that references to-

(a) "the Court' shall be omitted;

(b) the "ofiicial liquidator" or the ''provisional manager" shall be construed as

references to the liquidator; and

(c) the "relevant date" shall be construed as reference to the date of commencement
ofthe winding up; and

the report refered to in section 321 shall be submitted to the registrar instead ofthe Coun.

372. Powers and duties of liquidator in voluntary winding up.{l) The liquidator
may-

(a) in the case ofa members' voluntary winding up, with the sanction ofa special resolution
ofthe company, and, in the case ofa creditors' voluntary winding up, ofa meeting ofthe
creditors, exercise any of the powers given by sub-section (l) of section 337 to a

liquidator in a winding up by the Court;

(b) without th€ 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 rhe Court under this Act of settling a list of contributories, which
shall be prina facie evidetce of the liabilities of the persons named therein to be
contributories:

(d) exercise the powers ofthe Court of making calls;

(e) summon general meeting of the company and creditors for the purpose of obtaining the
sanction ofthe company by special resolution or for any other purpose he may think fit.

(2) The exercise by the liquidator of the powers given by clause (a) of sub- section (l )
shall be subject to the control of the Court; and any creditor or contridutory may apply to'the
Court with respect to any exercise or proposed exercise of any of the power confened by this
section.

(3) The liquidator shall pay the debts of the company and shall adjust the rights of the
contributories among themselyes.
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(4) The liquidator srall within thirty days of the coming into his hands ofany funds
sufficient to distribute amor g the creditors or contributories after providing for expenses of the
uinding up or for other preferential payments as proyided in this Act distribute in accordance
u ith the provisions of this Act:

Provided that in casr'ofcompany licenced under section 42 ofthis Act, if on a winding
up, there remains after the satisfaction of all debts and liabilities, any assets, those shall be
transferred to another compruy licerrced under section 42 of this Act. preferably having similar
or identical objects to those ofthe company in the manher as may be specified:

Provided further that such poftion ofthe funds as may be required for meeting any claim
against the company which may be subjudice or subject maner 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 Savin6, Certificates or in such other securities or instruments as may be
specified and the distributiorr thereofshall 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 assets is

not transfered 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 be completed by the liquidator within a period of
one year from the date ofcornmencement ofwinding up:

Provided that the Cr)urt may, on the application of the liquidator, grant extension by
thirty days at any time but !uch extension shall not exceed a period ofone hundred and eighty
days in all and shall be allowed only for the reason that any proceedings for or against the
compaoy are pending in a crurt and the Coun shall also have the power to require expeditious
drsposal of such proceedingr; as it could under section 337 if the company was being wound up

bY the Court.

(6) If an official liquidator is convicted ofmisfeasance, or breach ofduty or other lapse or
dr:fault in relation to windi[g 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
slrch conviction, from bein6; 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 he shall forthwith be deemed to
have ceased to hold such oflce.

(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, oftheir appointment, or
in default of such determinat on, by any two or more of them.

373. Power of Coufl to appoint and remove liquidator in voluntary lvinding up.- (l)
If from any cause whatever. there is no liquidator acting, the Court may appoint a liquidator in
accordance with the provi! ions of section 315 who shall have the same powers, as iue
erercisable by an oflicial liquidator under sub-section (l) ofsection 337.
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(2) The Coun may, on cause shown, replace a liquidator oo the application of any
creditor or contributory or the registrar or a person authorised by the Commission.

(3) The remuneration ro be paid to the liquidator appointed under sub-section ( l) or sub-
seaion (2) shall be fixed by the Coun subject to the provisions ofsection 364.

374. Notice by liquidator of his appointment.-(l ) Every liquidator shall, within
founeen days after his appointment, publish in the ofiicial Cazette, and deliver to the registrar
for registation, a notice of his appointment in the form specified.

(2) If the liquidator fails to comply with the requirements of sub-section (l), he shall be

liable to a daily penalty oflevel I on the standard scale.

375, Arrangement when binding on company and crediton.-(l) Any arrangement
other than the arrangement refened to in section 356 entered into bet\veen 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 three-fourths in value of the total amount due to all the
creditors of the company.

(2) Any creditor or contributory may, within twenty-one days from the completion ofthe
arrangement, appeal to the Court against it, and the Court may thereupon, as it thinks just,
amend, vary, confirm or set aside the arrangement.

376. Power to apply to Court to have questions dctermined or powers cxercised.-( l)
The liquidator or any contributory or creditor may apply to the Court-

(a) to determine any question arising in the winding up ofa 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 ary contributory may apply to the Coun specified in sub-section (3)
for an order sefting aside any attachment, distress or execution put into force against the estate or
effects ofthe company after the commencement ofthe winding up.

(3) An application under sub-section (2) shall be made-

(a) if the attachment, distress or execution is levied or put into force by a Court, to such
Coun; and

(b) if the attachment, distress or execution is levied or put into force by any other court, to
the court having jurisdiction 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, m4y accede wholly or
partially to the application on such terms and conditions as it thinks fit, or may make such other
orders on the application as it thinks just.
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(5) A copy of an ordr:r staying the procecdings in the winding up, made by virtue ofthis
section, shall forthwith be fc rwarded by the company, or otherwise as may be prescribed, to the
registrar, who shall make a nrinute ofthe order in his books relating to the company.

377. Application ol liquidator to Court for public examination of promoteN,
directors.- The liquidator may make a report to the Court stating that in his opinion a fiaud or
any other actionable inegularity has been committed by any person in the promotion or
formation ofthe company or by any officer ofthe company in relation to the company since its
formation; and the Coun may, after considering the report, direct that person or officer shall
altend before the Court on a day appointed by it for that purpose, and be publicly examined as to
the promotion or formation )r the conduct of the business of the company, or as to his conduct
and dealings as officer thereof, ir the manner provided for such examination in the case of
winding up ofa company by the Court.

378. Costs of volunlary winding up.-All costs, charges and expenses properly incuned
in the winding up, including the remuneration of the liquidator, shall subject to the rights of
secured creditors, if any, br' payable out of the assets of the company in priority to all other
claims.

379. Saving for riglrt of creditors and contribuaories.-The voluntary winding up of a
company shall not bar the ri lht ofany 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 prrjudiced by a voluntary winding up.

380. Power of Court to adopt proceedirgs of yoluntary winding up.-Where a
c,rmpany 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 adoption ofall or
any ofthe proceedings in tho voluntary winding up.

WINDING UP SUBJECT TO SUPERVISION OF COURT

381. Power to order winding up subject to supervision.- When a company has passed

a resolution for voluntary winding up, the Court may of its own motion or on the application of
any peBon entitled to appl/ to the Court for winding up a company, make an order that the
voluntary winding up shall r:ontinue. but subject to such supervision of the Court, and with such
liberty for creditors, contributories or others to apply to the Court, and generally on such terms
and conditions, as the Court thinks just.

3E2. ElTect of petition for winding up subJect to supervision.-A petition for the
continuance of a voluntary winding up subject to the supervision of the Court shall, for the
purpose of giving jurisdicti(,n to the Couft over suits and another legal proceedings, be deemed
to be a petition for winding up by the Court.

3E3. Court may hare regard to the wishes ofcreditors and contribuaories.- The Court
may, in deciding between a winding up by the Courr and a winding up subject ro 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 contributories as proved to it by any
sufiicient evidence, but sulrject to the provisions which would have been applicable had the
ccmpany been wound up by the Court.
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384. Power to replace liquidator.-Where an order is made for winding up subject to
supervision, the Court may on an application by any creditor or contributory or the registrar or a
person authorised by the Commission in this behall replace the liquidator who shall have the
same powers, be subject to the same obligations and in all respects stand in the same position as

if he had been appointed by the company.

385. EIIects of supervision order.- ( I) 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
his powers, 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 sub-section (l), and save for the purposes of section 327 an

order made by the Court for a winding 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 Court to
make 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) ln the construction of the provisions whereby the Court is empowered to direct any
act or thing to be done to or in favour of the official liquidator, the expression "ollicial
liquidator" shall be deemed to mean the liquidator condgcting the winding up subject to the
supervision of t}te Coun.

(4) Unless otherwise 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 volutrtary liquidator as oflicial liquidstor in certain cases.-
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, thc Court shall by th€ last mentioned
order, appoint the voluntary liquidator, either provisionally or permanently, and either with or
without the addition ofany other person, to be official liquidator in the winding up by the Coun.

387. Status of companies being wound up.-A company being wound up shall continue
to be a company for all purposes till is final dissolution in accordance with the provisions ofthis
Act and, unless otherwise specified, all provisions and requirements of this Act relating to
companies shall contirue to apply mutalis mulqndis in the case ofcompanies being wound up:

Provided that, fiom the date of commencement of the winding up of a company, the
oflicial liquidator or the liquidator shall be deemed to have taken the place ofthe board and chief
executive ofthe company, as the case may be.

PROOF AND RANKING OF CLAIMS

388. Debts of all description to be proved.-ln every winding up (subject, in the case of
insolvent companies, to the application in accordanbe with the provisions of this Act or the law
of insolvency) all debts payable on a contingency, and all claims against the company, present ot
future, cenain or contingent, ascertained or sounding only in damages, shall be adrnissible to
proof against the company, a just estimate being made, so far as possible, of thc' value of such
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debts or claims as may be srbject to any contingency, or ma1 sound only in damages, or for
some other rcason do not bea| a certain value.

3t9. Application of insolveitcy rules in winding up of insolvcnt companies.- in the
winding up of an insolvent company the same rules shall prevail and be observed with regard to
thc respective rights of secrred and unsecured creditors and to debts provable and to the
yaluation ofannuiries and futlre and contingent liabilities as are in force for the time being under
the Iaw of insolvency with n,spect to the estates of persons adjudged insolvent; and all persons

who in.any such case will br entitled to prove for and receive dividend out ofthe assets ofthe
company ma) come in under the winding up, and make such claims against the company as they
respectively are entitled to b) virtue ofthis section.

390. Preferential pa /ments.{l) In a winding up, there shall be paid in priority to all
other debts-

(a) all revenues, taxes, cesses and rates due from the company to the Federal
Govemment or a Provincial Govemment or to a local authority at the relevant
date and haying become due and payable within the one year next before that
date on pari passu basis;

(b) all wages o'salary (including wages payable for time or piece work and salary
eamed wholly or in part by way of commission) ofany employee in respect of
services rer dered 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 termination of his
employmert before, or by the winding up order, or, as the case may be, the
dissolution of the company;

(d) unless the r)ompany is being wound up voluntarily merely for the purposes of
reconstrucl on or of amalgamation with another company, all amounts due, in
respect of lonfiibutions towards insurance payable during the one year next
before the releyant date, by the company as employer of any persons, under
any other liLw for the time being in force;

(e) unless the (ompany has, at the commencement ofthe winding up, under such a
contract with insurers as is mentioned in section 14 of the Workmen's
Compensation Act, 1923 (VIII of 1923), rights capable of being transfened to
and vested in the workmal, all amounts due in respect of any compensation or
liabiliry for compensation under the said Act in respect of the death or
disablement ofany employee ofthe company:

Provided tlat where any compensation under the said Act is a v,/eekly payment,
the arnount payirble under this clause shall be taken to be the amount ofthe lump
sum for which such weekly payment could, ifredeemable, be redeemed, ifthe
employer made for that purpose under the said Act:

(f) all sums due to any employee fiom a provident fund, a pension fund, a gatuity
flrnd or any other fund for the welfare of the employees mainrained by the
company; and
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(g) the expenses of any investigation held in pursuance of sections 256,257 or
25E, in so far as they are payable by the company.

(2) Where any paymer)t has been made-

(a) to an employee ofa company on account ofwages or salary; or

(b) to an employee ofa company or, in the case of his death, to any other person in
his right, on account ofaccrued holiday remuneration,

out of money advanced by somc person for that purpose, the persort by whom the money was
advanced shall, in a winding up, have a right ofpriority in respect cfthe 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 winding up has been diminished by reason ofthe
payment having been made.

(3) The foregoing debts shall-

(a) 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 proportion;
and

(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 ofany prop€rty 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 assers ere

suflicient to meet them and, in the case of the debts to which priority is given by clause (d) of
sub-section (l ), formal proof thereof shall not be required exc€pt in so far as may be otherwise
prescribed.

(5) In the event of a landlord or other person distraining or having distrained on any
goods or effects ofthe company within [inety days next before the date of winding up order, the
debts to which priority is given by this sebtion shall be a first charge on the goods or effects so

distrained on, or the proceeds ofthe sale 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 ofthis section-

(a) any remuneration in respect ofa period ofholiday or ofabsence from work on
medical grounds or other good cause shall be deemed to be wages in respect
ofservices rendered to the company during that period;

(b) the expression "accrued holiday remuneration" includes, in relation 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
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enactmenl), are payable on account of the remuneration which would, in the

ordinary course, have become payable to him in respect of a period of holiday
had his erlployment with the company continued until he became entitled to
be allowe,l the holiday: and

(c) the expression "the r( Ievant date" means-

(i) in the case of a ,:ompany ordered to be wound up by the Court, the date of the
appointment (or first appointment) of the provisional manager or, if no such

appointment was nade, the date of the winding up order, unless in either case the
company had comrnenced to be wound up voluntarily before that date; and

(ii) in any other case, the date ofthe passing ofthe resolution for the voluntary winding up
ofthe company.

391. Avoidance of transfers.-Except when an order to the contrary is passed by the

Ccurt-
(a) every transfer ofshares and alteration in the status ofa member made after the

commence rent of winding up shall, unless approved by the liquidator, be

void;

(b) any transfi)r or disposition of property, including actionable claims of the
company, rrot being a transfer or delivery made in the ordinary course of its
business ol in favour of a purchaser or encumbrancer in good faith and for
valuable ccnsideration, if made within a period of one year before the
presentatiol of a petition for winding up by the Couft or the passing of a

resolution tbr voluntary winding up ofthe company, shall be void.

392. Disclaimer of on erous property.-(1) Where any part of the property of a company

which is being wound up cor sists of-
(a) Iand ofany tenure, burdened with onerous covenants;

(b) shares or stocks in companies;

(c) any other t roperty which is not saleable or is not readily saleable by reason of
the possessor thereof being bound either to the performance of any onerous act
or to the payment of any sum of money: or

(d) unprofitablecontracts,

the liquidator may, notwithstanding that he has endeavoured to sell or has taken possession ofthe
property or exercised any act of ownership in relation thereto or done anlhing in pursuance of
the confiact, with the leave (,f the Court and subject to the provisions ofthis section, by writing
signed by him, at any time \r'ithin one year after the commencement of the winding up or such
e).tended period as may be allowed by the Court, disclaim the property:

Proyided that, where any such property has not come to the knowledge of the liquidator
within thirty days after the commencement of the winding up, the power under this section of
disclaiming the property may be exercised at any time within onc year after he has become
aware thereof or such extend :d period as may be allowed by the Court.
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(2) The disclaimer shall operate to determine, as from the date of disclaimer, the rights,
interest and liabilities of the company in or in respect of the property disclaimed, but shall not.
except so far as is necessary for the purpose of releasing the company and the property of the
company from liability. affect the iights, interest or liabilities ofaoy other person.

(3) The Coun, before or on granting leave to disclaim, may require such notices to be

given to persons interested, and impose such terms as a condition of granting leave, and make
such other order in the maner as the Coun considerc just and proper.

(4) The liquidator shall not be entitled to disclaim any property in any case where an
application in writing has been made to him by any person interested in the property requiring
him to decide whether he will or will not disclaim and the liquidator has not, within a period of
rwenty-eight days after the receipt ofthe application or such extended period as may be allowed
by the Court, give notice to the applicant that he intends to apply to the Coun for leave to
disclaim, and in case the property is under a contract, ifthe liquidator after such an application as

aforesaid does not within the said period or extended period disclaim the contract, he shall be
deemed to have adopted it.

(5) The Coud may, on the application of any person who is, as against the liquidator,
entitled to the benefit or Subject to the burden of a connact made with the company, make an
order rescinding the contract on such terms as to payment by or to either party ofdamages for the
non-performance of the contract, or otherwise as the Court considers just and proper, and any
damages payable under the order to any such person may be proved by him as a debt in the
winding up.

(6) The Court may, on an application by any person who either claims any interest in any
disclaimed property or is under any liability not discharged under this Act in respect of any
disclaimed property, and after hearing any such persons as it thinks fit, make an order for the
vesting of the property in, or the delivery of the propefty to, any person entitled thereto or to
whom i1 may seem just that the property should be delivered by way of compensation for such
liabrliry as aforesaid, or a trustee for him, and on such terms as the Court considen just and
proper, and on any such vesting order being made, the property comprised therein shall vest
accordingly in the person named therein in that behalfwithout any conveyance or assignment for
rhe purpose:

Provided that where the property disclaimed is of a leasehold nature, the Court shall not.
make a vesting order in favour of any person claiming under the company, whether as under-
lessee or as mortgagee or holder ofa charge by way of demise, except upon the terms ofmaking
that person-

(a) subject to the same liabilities and obligations as those to which the company was
subject under the leasc in respect of the property at the commencement of the
winding up; or

(b) ifthe Court thinks fit, subjecl only to the same.liabililies and obligations as ifthe
lease had been assigned to that person at that date,

and in either event as if the lease had comprised only the property comprised in the vesting order,

and any mortgagee or under-lessee declining to accept a vesting order upon such terms shall be

excluded from all interest in, and security upon the proPerty, and, if there is no person claiming
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under lhe company who is \r'illrng to accept an order upon such terms, the Coun shall have
power to vest the estate and interest of the company in the property in any person liable, either
personally or in a representative character, and either alone or jointly with the company, to
perform the covenants of the lessee in the lease, fiee and discharged from all estates,
encumbrances and interests created therein by the company.

(7) Any person affec.ed by the operation of a disclaimer under this section shall be
deemed to be a creditor oftht: company to the amount ofthe compensation or damages payable
in respect of such eft'ect, and rnay accordingly prove the amount as a debt in the winding up.

EFFECT OF WINDINC UP ON AN'TECEDENT AND OTHER TRANSACTIONS

393. Fraudulent prelbrence.- (l) Where a company has given preference to a person
who is one of the creditors of the company or a surety or guarantor for any ofthe debts or other
liabilities of the company, anJ the company does anything or suffers anything done which has
the effect of pufting that person into a position which, in the event of the company going into
liquidation, will be better than the position he would have been in ifthat thing had not been done
prior to one hundred and eiglhty days of commencement of winding up, the Coun, if satisfied
that, such transaction is a frarrdulent preference may order as it may think fit for restoring the
position to what it would have been ifthe company had not given that preference.

(2) If the Court is satisfied that there is a preference transfer of propeffy, movable or
immovable, or any delivery of goods, payment, execution made, taken or done by or against a
company within one hutrdrerl and eighty days before the commencement of winding up, the
Court may order as it may tlrink fit and may declare such transaction invalid and restore the
position.

394. Liabilitics and rights of certain fraudulently prefcrrcd persons.- (l) Where, in
the case of a company which is being wound up, anything made or done after the
conlmenceinent of this Act, ir invalid under section 393 as a fiaudulent preference of a person

interested in property mortgiged or charged to secure the company's debt, then (without
preiudice to any rights or liabilities arising apart from this provision) the person prefened shall
be subject to the same liabililies and shall have the same rights as if he had undenaken to be
personally liable as surety for the debt to the extent of the charge on the property or the value of
his interest, whichever is less.

(2) The value of the said person's interest shall be determined as at the date of the
transaction constituting the fraudulent preference, and shall be determined as ifthe interest were
free of all encumbrances othe| than those to which thF charge for the company's debt was then
sub-ject.

(3) On any application made to the Court with respect to any payment on the ground that
the payment was a fraudulent preference of a surety or guarantor, the Court shall have
jurisdiction to determin€ any questions with respect to the payment arising between the person to
whom the payment was made and the surety or guarantor and to grant relief in respect thereof,
nohvithstanding that it is not necessary so to do for rhe purposes of the winding up, and for that
purl)ose may give leave to bring in the surety or guarantor as a third parfy as in the case ofa suit
for the recovery ofthe sum paiJ.
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395. Avoidance of certain aatachments, executions.-(l) Where any company is being
wound up by or subject to the supervision of the Court, any attachment, distress or exe€ution put
in force without leave of the Court against the estate or effects or any sale held without leaye of
the Court of any of the properties of the company after the commencement of the winding up
shall be void.

(2) Nothing in this section applies to proceedings by the Govemment

396. Effect of floating charge.-Where a company is being wound up, a floating charge
on the undenaking or property of the company created within ooe year immediately preceding
the commencement of the winding up shall, unless it is proved th the company immediately
after the creation of the charge was solvent, be invalid except to the amount of any cash paid to
the company at the time of, or subsequently to the creation of, and in consideration for, the
charge, together with markup on that amount at the rate offiye percent per annum or part thereof
or such other rate as may be notified by the Commission in the official Gazette. '

OFFENCES ANTECEDENT TO OR IN COURSE OF WINDING UP

397. Power of Court to assess damages against delinqu€fla directors.-lf in the course
of winding up a company it appears that any person who has taken part in the promotion or
formation ofthe company or any past or present director, liquidator or offrcer ofthe company-

(a) has misapplied or retained or become liable or accountable for any money or property of
the company; oy

(b) has been guilty ofany misleasance or breach of trust in relation to the company;

the Court may, on the applicbtion of the ofiicial liquidator or the liquidator or of any creditor or
contributory, made within the time specified in that behalf in sub-section (2), examine into the
conduct of the person, director, liquidator or officer aforesaid, and compel him to repay or
restore the money or property or any part thereof respectively, with surcharge at such rate as the
Court thinks just, or to contribute such sum to the assets of the company by way ofcompensation
in respect ofthe misapplication, retainer, misfeasance or breach oftrust a5 the Court thinksjust.

(2) An application under sub-section (l) shall be made within five years from the date of
the order for winding up, or ofthe first appointment ofthe liquidator in the winding up, or oftlig
misapplication, retainer, misfeasance or breach of trust, as the case may b€, whichever is longer.

(3) This section shall apply notwithstanding that the maBer is one for which the person
concemed may be criminally liable.

39E. Liability for fraudulent conduct of business.- (l) If in the course ofthe winding
up of a company it appears that any business of the company has been carried on with intent to
defraud creditors of the company or any other person, or for any fraudulent purpose, the Court,
on the application ofthe olficial liquidator or the liquidator or any creditor or contributory ofthe
company! may, if it thinks fit, declare that any peBons who were knowingly Parties to the

(4) Sub-section (3) shall apply, with the necessary modifications, in relation to

. transactions other than the payment ofmoney as it applied in relation to such payments.
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carrying on of the business ir the manner aforesaid shall be personally responsible. without any

linritation of liability, for all or any of the debts or other liabilities of the company as the Court
may direct.

(2) On the hearing of an application under sub-section (l), the oficial liquidator or the
liquidator, as the case may be. may himself give evrdence or call witnesses.

(3) &'here the Court nrakes any such declaration, it may give such further directions as it
thinks proper for the purpose of giving effect to that declaration; and, in pafticular. may make
provision for. making that liat ility of any such person under the declaration a charge on any debt
or obligation due from the company to him. or on any mortgage or charge or any interest in any
mongage or charge on anv ar:sets of the company held by or vested in hinr. or any company or
person on his behalf, or any person claiming as assignee from or though the person liable or any
cornpany or person acring on his behall and may. lrom time to time, make such flrrther order as

may be necessary for the pu+ose of enforcing any charge imposed under this sub-section.

. E-rplsnqlion. -For the purpose of this sub-section, the expression "assignee" includes any
person to whom or in whose favour, by the directions of the person liable, the debr, obligation,
mortgage or charge was crea.ed, issued or transferred or the interest was created, but does not
include an assignee for valual)le consideration (not including consideration by way of maniage)
gilen in good faith and withorrt notice ofany ofthc matters on the ground ofwhich declaration is

made.

(4) Where any businers of a company is canied on with such intent or for such purpose
as is mentioned in sub-section (l), every person who was a party to the carrying on of the
business in the manner aforer aid shall be punishable with imprisonment for a term which may
extend to three years, or with ine which may extend to one million rupees, or with both.

(5) This section shall apply, nohvithstanding that the person concerhed may be criminally
liahle in respect ofthe matters on the ground of which the declaration is to be made.

399. Liability urder liections 397 and 39t to extend to partners or directors in firm
or body corporate.- Where an order under section 397 or a declaration under section 398 is or
may be made in respect of a lirm or body corporate, the Court shall also have power to pass an
order under section 397 or mirke a declaration under section 39E, as the case may be, in respect
of any person who was at the relevant time a partner in that firm or a director of that body
corporate.

400. Penalty for fraurl by ollicers ofcompanies which have gone into liqu idatioo.-( I )
Ifany person, being at the tim,: ofthe commission of the alleged offence an officer ofa company
which is subsequently ordere I to be wound up by the Court or which subsequently passes a
res(,lution for voluntary windilg up-

(a) has, by false pretenses or by means of any other fraud, induced any peruon to give credit
to the company; or

(b) with intent to defraud creditors of the company, has made or caused to be made any gift
or transfer ofor charg: on, or has caused or connived at the levying ofany executl-on
against, the property oIthe cornpany; or
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(c) with i[tent to defraud creditors ofthe company, has concealed or removed any part ofthe
property of the company since, or within sixty days before, the date of any unsatisfied
judgmenr or order for payment ofmoney obtained against the company;

he shall be punishable with imprisonment for a term which may extend to three years. and shall
also be liable to a fine which may extend to onc million rupees-

(2) Where the Court has passed an order of winding up of a company and prima /acie
concludes that any ofthe offence provided in sub-section (l) has been committed, th€ Court may
'send a reference for adjudication ofoffence under sub-section (l) to the court as provided under
section 482.

401. Liability where proper accounE not kept.- (l) If, wbere a company is being
wound up, it is shown that proper books ofaccount were not kept by the company throughoul the
pcriod of two years immediately preceding the commencement of the winding up, or the period
behveen the incorporation ofthe company and the commencement ofthe winding up, whichever
is the shorter, every officer of the company who is in defaulr shall: unless he shows that he acted
honestly and that in the circumstances in which the business of the company was carried on the
default was excusable, be punishable with imprisonment lbr a term which may ext€nd to three
years or with fine which may extend to one hundred thousand rupees or with both.

(2) For the purpose of sub-section ( l), proper books of account shall be deemed not to
have been kept in the case ofa company. ifthere have not been kept-

(a) such books or accounts as are necessary to exhibit and explain the transactions and
financial position of the trade or business of the company, including books containing
entries from day to day in sufficient detail ofall cash received and all cash paid; and

(b) where the trade or business has involved dealings in goods, statement of the annual stock
takings aod (cxcept in the case ofgoods sold by way ofordinary retail rrade) ofall goods

sold and purchased, showing the goods and the buyers and sellers thereof in sumcient
detail to enable those goods and those buyers and sellers to b€ identified.

402. Penalty for falsification of book.- [f any director, manager, officer, auditor or
contributory of any company being wound up destroys, mutilates, alters or falsifies or
lraudulently secrets any books, papers or securities, or makes or is privy to the making of any
lalse or fraudulent entry in any register, books or paper belonging to the company with intent to
defraud or deceive any person, hoshall be liable to imprisonment for a term which may extend to
three years, or with fine which may extend to one million rupees, or with both.

403. Prosecution of delinquent directors.- (l ) If it appears to the Court in the course of
winding up by, or subject to the supervision of the Court that any past or present director, or
other officer, or any member, of the company has been guilty of any offence in relation to the
company for which he is criminally liable, the Court may, either on the application ofany person

interested in the winding up or of its own motion, direct the liquidator either himself to prosecute

the offender or to refer the ma(er to the registrar.

(2) If it appears.to the liquidaror in the course of a voluntary winding up that any past or
present director, manager or other officer, or any member, of the company has been guilty ofany
offence in relation to the company for which he is criminally liable, he shall forthwith report the
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matter to the registrar and shall fumish to him such information and give to him such access to

ard facilities for inspecting .nd taking copies ofany documents, being information or documents
in the possession or under tlre control of the liquidator relating to the matter in question, as he

may require.

(3) Where any reporl is made under sub-section (l) or (2) to the registrar, he may, if he

think fit, refer the matter to the Commission for further inquiry and the Commission may
thereupon investigate the rlatter and may, if it thinks it. expedient, appornt one or more
competent inspectors to investigate the affairs of the company and to report thereon as if it were.
a case falling under clause (;) of section 256 and thereupon the provision contained in sections
259 to 2'73 shall mutatis murtmdis apply in all respects-

(4) If on any repo( tr, the registrar under sub-section (2) it appears to him that the case is
not one in which proceedings ought to be taken by him, he shall inform the liquidator
accordingly, giving his reasons, and thereupon, subject to the previous sanction of the Court, the
liquidator may himself take Froceedings against the offender.

(5) If it appears to ttre Court in the course of a voluntary winding up that any past or
present director, managcr or other officer, or any member, of the company has been guilry as

aforesaid, and that no report with respect to the matter has been made by the liquidator to the
registrar, the Coun may, on the application of any person interested in the winding up or of is
o\m motion, direct the liquidator to make such a report and, on a report being made accordingly,
the provisions ofthis section shall have effect as though the report has been made in pursuance

of the provisions ofsub-secti)n (l) or (2).

(6) If, where any mi.tter is reported or refened to the registrar under this section, he

considers that the case is on: in which a prosecution ought to be instituted, he shall report the
matter to the Commission, ard the Commission may, after taking such legal advice as iI thinks
fit, direct the registrar to proceed in accordance with sections 477 and 486:

Provided that no report shall be made by the registrar under this sub-section without first
giving the accused person an opportunity of making a statement in writing to the registrar and of
being heard thereon.

(7) Notwithstanding anything contained in the Qanun-e-Shahadat Order, 1984 (P.O. No.
Act X of 1984), when any pr,>ceedings are instituted under this section it shall be the duty ofrhe
liquidator and of every offi;er and agent of the company past and present (other than the
defendant in the proceedings, to give all assistance in connectiori with the prosecution which he
is reasonably able to give, a1d for the purposes of this sub-section the expression ''agent" in
relation to a company shall bt.deemed to include any banker or legal adviser ofrhe company and
any person employed by the company as auditor, whether that person is or is not an ollcer of the
company.

(E) Ifany person faik or neglects to give assistance in manner required by sub-section
(7), the Court may, on the apFlication ofthe registrar or the prosecutor, as the case may be, direct
that person to comply with the requirements of the said sub-section, and where anv such
application is made with resp lct to a liquidator, the Court may, unless it appears that the failure
or neglect to comply was duo to the liquidator not having in his hands sullicient assets of the
company to enable him so tr do, direct that the cosr of the applicarion shall be bome by the
liquidator pcrsonally.
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404. Pcnalty for false evidence.-lf any person, upon any examination upon oath
authorised under this Act, or in any affidavit, disposition or solemn affirmation, in or about the
winding up ofany company under this Act, or otherwise in or about any matter arising under this
Act, intentionally gives false evidence, he shall be liable to imprisonment for a term which may
extend to three years, and shall also be liable to a fine which may extend to one million rupees.

405. Penal Proyisions.-(l) lf any person, being a past or present director, chief
executive, manager. auditor or other officer ofa company which at the time ofthe commission of
the alleged offence, is being wound up, whether by or under the supewision of the Court or
voluntarily or is subsequently ordered to be wound up by the Court or subsequently passes a

resolution for voluntary winding up-

(a) does not to the best of his knowledge and belief fi-rlly and truly discover to the liquidator
all the property, real and personal, of the company, and how and to whom and for what
consideration and when the company disposed of any part thereof, except such pan as

has been disposed of in the ordinary way of the business ofthe company; or

(b) does not deliver up to the liquidator, or as he directs, all such part ofthe real and personal
property of the company as is in his custody or under his control, and which he is

required by law to deliver up; or

(c) does not deliver up to the liquidator, or as he directs, all books and papers in his custody
or under his control belonging to the company which he is required by law to deliver up;
or

(d) within one year next before the commencement of the winding up or at any time
thereafter, conceals any part of the property ofthe company to th€ value of one thousand
rupees or upwards or conceals any debt due to or fiom the company; or

(e) within one year next before the commencement of the winding up or at any time
thereafter, fraudulently removes any part of the property of the company to the value of
one thousand rupees or upward; or

(f) mikes any material omission in any statement relating to the affairs ofthe company; or

(g) knowing or believing that a false debl has been proved by any person under the winding
up, fails for the period of a month to inform the liquidator thereof; or

(h) after the commencement of the winding up, prevents the production of any books or
papers affecting or relating to the properry or aflairs ofthe company; or

(i) within one year next before the commencement of the winding up or at any time
thereafter, conceals, destroys, mutilates or falsifies, or is privy to the concealment,
destrucrion, mutilation or falsification of, any book or paper affecting or relating to the
property or affairs ofthe company; or

O within onc year next before the commencement of the winding up or at any time
thereafter. makes or is privy to the making of any false entry in any book or paper

affecting or relating to the property or affairs ofthe company; or
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(k) within one year ne)t before the commencemenl of the winding Lp or at any time
thereafter, fraudulenr ly parts with, alters or makes any omission in, or is prily to the
fraudulent parting w th, altering or making any omission in, any document affecting or
relating to the properry or affairs ofthe company; or

(l) after the commence[rent of the winding up or al any meeting of the credibrs of the
company within one year next before the commencement ofthe winding up, attempts to
account for any part ofthe property ofthe company by fictitious loses or expenseslor

(m) has within one year next before the commencemenl of the winding up or at any time
thereafter, by any fa se representation or other fraud. obtained any prgperty for or on
behalfofthe company on credit which the company does not subsequently pay for; or

(n) within one year next before the commencement of the winding up or at any time
thereafter, under the I'alse pretense that the company is carrying on its business, obtains
on credit, for or on lrchalf of the company. any property which the company does not
subsequently pay for. or

(o) within one year next before the commencement of the winding up or at any time
thqreafter, pawns, pltdges or disposes of any property of the company which has been
obtained on credit anrl has not been paid for. uniess such pawning, pledging or disposing
is in the ordinary way ofthe business ofthe company; or

(p) is guilty of any falsr reprcsentation or other fiaud for the purpose of obtaining the
consent ofthe credito's of.the company or any ofthem to an agreement with reference to
the affairs ofthe coml)any or to the winding up;

he shall be punishable, in the case of the offences mentioned respectiyely in clauses (m), (n) and
(o) of this sub-section, with irrprisonment for a term which may extend to five years, and, in the
case of any other offence, with imprisonment for a term which may extend to three years and
shall als<i be liable to fine lrhich may extend to five million rupees in each case and the
liqrridator may, with the pemission of the Court, file a complaint before the Court as provided
un<ler section 482 for adjudication ofoffence:

Provided that it shall be a good defence, to a charge under any ofclauses (b), (c), (d), (0.
(n) and (o), if the accused prcves that he had no intent to defraud, and to a charge under any of
clauses (a), (h), (i) and O, if lre proves that he had no intent to conceal the state of affairs ofthe
conrpany or to defeat the law.

(2) Where any person grawns, pledges or disposes of any property in circumstances which
amount to an offence under r:lause (o) of sub-section (l) every person who takes in pawn or
pledge or otherwise receives he property knowing it to be pawned, pledged or disposed of in
sucn circumstances as aforesaid shall be punishable with imprisonment for a term which may
extcnd ro three years, and shal also be liableto afine which may extend toonemillion rupees.
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SUPPLEMENTARY PROVISIONS AS TO WINDING UP

406. Liquidstor to exercise certain powers slbjcct to sanction.-(t) The liquidator
may, with the sanction ofthe Court when the company is being wound up by the Court or subject
to the supervision of the Court, and with the sanction of a sp€cial resolution of the company in
the case ofa yoluflary winding up, do the following things or any ofthem- '

(a) pay any classes ofcreditors in full;

(b) make any compromise or arangement with creditors or p€rsons claiming to be creditors
or having or alleging themselves to have any.claim, present or future, whereby the
company may be rendered liable;

(c) compromise any calls and liabilities to calls, debts, and liabilities, capable ofresulting in
debts, and all claiths, present or frrture, certain or contingent subsisting or supposed to
subsist between the company and a contributory or alleged contribuory or other debtor or
person apprehending liability to the company, and all questions in any way relating to or
affecting the assets or liabilities or the winding up of the company, on such terms as may
be agreed, and take any security for the discharge of any such calls,-debt, liability or
claim, and give a complete discharge in respect thereof.

(2) The exercise by the liquidator ofthe powers under suFsection (l) shall be.subject !o
the control ofthe Court, and any creditor or contributory may apply to the Court with respect to
any exercise or proposed exercise of any ofthese powers.

407. Meetings ao rscertrin wishes of credilors or contributories.{l) ln all matter
relating to rhe winding up ofa company, the Court-

(a) shall have regard to the wishes ofcreditors or contributories ofthe company, as proved to
rt by any sumcient evidenc€;

(b) may. if it thinks fit for the purpose of ascertaining those wishes, direct meetings of the
creditors or contributories to b€ called, held and conducted in such manner as the Coun
directs; and

(c) may appoint a person to act as chairman of any such meeting and to report the result
thereofto the Court.

(2) When ascertaining the wishes of creditors, regard shall b€ had to the yalue of each
creditor's debt.

(3) When ascertaining the wishes of contributories, regard shall b€ had to the number of
votes which may be cast by each contributory.

40t. Documents of compsny to be evidcnce.-Where any company is being wound up,
all books and papcrs of the compiuy and of the liquidators, shall, as between the contributories
of the company, be prima focie eyidence of the truth of all matters purporting to be recorded
therein.
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409. Summary disposal of certain suits by liquidstors.-Notwithstanding anfhing
contained in the Code of Civil Procedure, l90E (Act V of 1908), a liquidator desiring to recover
any debt due to the company may apply to the Cou( in which the proceedings are pending that
the same be determined sunmarily, and the Court may determine it on aftidavis but when the
(lourt deems it just and expr:dient, either on an application made to it in this behalf or of irs own
motion, it may set down ary issue or issues for hearing on other evidence also and pass such

orders for discovery ofpani,:ulars as it may do in a suit.

,110. Limitation.-NotwithstandiDg an).thing contained in the Limitation Act (IX of 1908).
ir computing the time withir which a liquidator may file a suit for the recoyery of aoy debt due
to the company, the period \vhich elapses between the making ofthe petition for liquidation and

the assumption ofcharge by the liquidiltor, or a period ofone year, whichever be greater. shall be
excluded.

411. Court fees.-( ll Notwithstanding an),thiog contained in the Court-fees Act, lE70
(VIl of lE70), or in the Coce of Civil Procedure, 1908 (Act V of 1908), where sufficient llnds
are not available with the liquidator and it is necessary to file a suit for the recovery of a debt due
to the company, no coun-fee stamp need be aftixed on the plaint.

(2) Ifthe liquidator succeeds in the suit, the Court shall calculate the amount ofcoun-fee
uhich would have been pail by the liquidator if he had not been permitted to sue under sub-
section ( l), and such amourrt shall be recoverable by the Court from any party ordered by the
decree to pay the same.

(3) Where the liquid or does not succeed, the cout-f€e shall be payable by him out of
other assets, ifany, whenever realised.

412. Inspection of documents.-(l) After an order for a winding up by or subject to the
supervision of the Court, the Court may make such order for inspection by creditors and
contributories ofthe comparry of its documents as the Court thinks just, and any documents in
the possession ofthe compary may be inspeoed by creditors or contributories accordingly.

(2) The order as aforesaid may, in the case of voluntary winding up, be made by the
Ccmmission.

(3) Nothing in sub-riection (l) shall be taken as excluding or restricting any rights
conferred by any law for the rime being in force-

(a) on the Federal Covenrment or a Provincial Govemment; or

(b) on the Commission ol any o(Iicer thereof; or

(c) on any person acting under the authority of any such Govemment or the Commission or
offcer thereof; or

(d) on the registrar
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413. Disposal of books and papers of compeny.-{l) Subject to any rules made under

sub-section (3), when a company hds been wound up and is about to be dissolved, the books and
papers ofthe company and ofthe liquidarors may be disposed ofas follows, thar is to say-

. (a) in the case of a winding up by or subject to the supervision of the Court in such
way as the Court directsi

(b) in the case of a members voluntary winding up, in such way as the company by
special resolution directs; and

(c) in the ease ofa creditors' voluntary winding up, in such a yay, as the creditors of
the company may direct.

(2) After the expiry of three years fiom the dissolution of the company no responsibility .

shall rest on the company, or the liquidators. or any person to whom the custody ofthe book and
papers has been committed, by reason ofany book or paper not being forthcoming to any person

claiming to be interested therein.

(3) The concemed Minister-in-Charge of the Federal Govemment may by notificaion,
prevent for such period (not exceeding three yeals from the dissolution of the company as the
concemed Minister-in-Charge of the Federal Govemment thinks proper, the destruction of the
books and papers of a company which has been wound up, and enable any creditor or
contributory ofthe company to make representations to the concemed Minister-in-Charge of the
Federal Govemment.

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

414. Power of Court ao declare dissolution of comprny void.- (l) Where a company
has been dissolved, the Court may at any time within two yearc of the date ofthe dissolution, on
an application being made for the purpose by the liquidator of the company or by any other
person who appears to the Court to be interested, make an order, upon such terms as the Court
thinks fit, declaring the dissolution to have be€n void, and $ereupon such proc€cdings may be
taken as might have been taken ifthe company had not been dissolved.

(2) lt shall be the dutv of the person on whose application the order was made, within
fifteen days after the making ofthe order, to file with the registrar a certified copy of the order,
and ifthat person fails so to do he shall be punishable a daily penalty specified in level I on the
standard scale.

415. Information ss ao pending liquidaaions.- (l) Where a company is being wound up,
if the winding up is not concluded within one year afrer its commencement, the liquidator shall,
once in each half year and at intervals of not more than one hundred and €ighty drys, or such
shorter period as may be prescribed, until the winding up is concluded, file in the Court or with
the registrar, as the case may be, a statement in the prescribed form and containing the prescribed
particulars with respect to the accounts, proceedings in and position of the liquidation alongwith
the report of aud itors.

(2) Any person stating himself in writing to be a creditor or contributory ofthe company
shall be entitled, by himselfor by his agent, at all reasonable times, on payment ofthe prescribed
fee, to inspect the statement, and to receive a copy thereof or extact therefrom; but any person
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untruthfully so stating himself to b€ a creditor or contributory shall be deemed to be guilty ofan
offence under section 182 of the Pakistan Penal Code, I E60 (Act XLV of 1860), and shall be

;:unishable accordingly on the application ofthe liquidator.

(3) When the stalerrent is filed in the Court a copy shall simultaneously be filed by the
)iquidator with the regisfi{ and shall be kept by him along with the other records of the
comPirny.

(4) Ifa liquidator fi,ils to comply with the requircmen6 of this section, he shall be liable
lo a p€nalty of level I on the standard scale,

416. Peyments by liquid.tor into benlL-(l) Evcry liquidator of a company shall, in such
manner as may be prescr bed, pay and keep all moneys received by him or which become
available with him or como under his control in his capacity as such in a special account opened
by him in that behalf in a s;heduled bank in the name ofthe company.

(2) If any such liquidator al any time retains or allows any money to be not so paid and
kept as aforesaid or utilises otherwise for more than three days a sum exceeding ten thousand
rupees or such other amou 1t as th€ Court may on the application ofthe liquidator authorise him
to retain then he shall pay surcharge on the amount so retained at the rate of two percent per

month or part thereof ard shall be liable to (a) disallowance of all or such part of his
remuseEtion as the Court may think just; (b) to make good any loss suffered by the company
personally and (c) be remc ved from the office by the Court of its own motion or on application
of the registrar or a creditor or contributory of the company, and shall also be liable personally
for any loss occasioned by the default.

(3) No liquidator shall pay into his personal account or any account other than the
liquidarion account of thr) particutar company in liquidation any sums received by him as

liquidator.

(4) Every liquidator who makes default in complying with the provisions ofthis section
shall, in addition to his other liabilities, be punishable with imprisonment for a term which may
extend to three years anc with fine which may extend to the amount of loss caused to the
company or wrongful gain or five hundred thousand rupees, whichever is higher.

tll7. Unclaimed ,lividends snd undistributed sssets to be psid to the account
mrintained under sectiorr 244.- (1) Without prejudice to the provision of section 244, where
any company is being wound up, if the liquidator has in his hands or under his contsol any
money of the compary relrresenting unclaimed dividends or undistributed assets payable to any
contributory which have n:mained unclaimed or undistributed for one hundred and eighty days
after the date on which they became payabte the liquidator shall forthwith deposit the said money
in the account to be maintained under section 244 of this Act and the liquidator shall, on the
dissolution of the comprmy, similarly pay into rhe said account any money representing
unclaimed dividends or undistributed assets in his hands at the date ofdissolution.

(2) The liquidator ihall when making any payment refened to in sub-section (l) fumish
to the commission a staternent in the specified form setting forth in respect of all sums included
in such paymeat the nature of the sums, the names and last known addresses of the persons
entitled to panicipate therein, the amount to which each is entitled and the nature of hii claim
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thereto, and such othff particulars as may be specified, alongwith the official receipt of the
receipt ofthe State Bank of Pakistan or National Bank ofPakisran, as the case may be.

(3) The receipt of the State Bank of Pakistan or National Bank of Pakistao, as the case
may be, for any mon€y paid to it under sub-section (l) shall be.an effectual discharge of the
liquidator in respect thereoi

(4) The liquidator shall, when filing a statement in pursuance of sub-section (l ) of section
415 indicate the sum of money which is payable to the State Bank of Pakistan or National Bank
of Pakistan. as the case may be, under suEsection (1) which he has had in his hands or under his
control during the one hundred end eighty drys preceding the date to which the said statement
is brought down and shall within fourteen days ofthe dat€ of filing the said statement, pay that
sum into the account maintained under section244.

(5) Any person claiming to be entitled to any money paid into the account maintained
under section 244 may apply to the Commissioo for payment thereof in the manner prescribed
under said section.

(6) Any liquidator retaining any money which should have been paid by him into the
account maintained under section 244 shall, in addition to such money, pay surcharge on the
amount retained at the rate of two per cent per month or part thereof and shall also be liable to
pay any expenses or losses occasioned by reason of his default and he shall also be liable to
disallowance of all or such part of his remuneration as the Court riay think'just and to be

removed fiom his ofiice by the Court on an application by the Commission.

4t8. Books of accounts and other proceedings to b€ kept by liquid.tors.{l) Every
liquidator shall maintain at the registered office proper books of accounts in the manner required
in the case of companies under section 220 and the provisions of that section shall apply mutatis
mutandis to companie5 being wound up.

(2) Every liquidator shall also keep at the registered ofiice proper book and papers in the
manner required under section 33E.

(3) Any creditor or contributory may, subject to the control of the Court, insp€ct any
books and papers kept by the liquidator under sutssection (l) and (2).

(4) The concemed Minister-in-Charge ofthe Federal Govemment may alter or add to any
requirements of t[is section by a general or special order in which case the provisions so altered

or added shall apply.

(5) If any liquidator conhavenes any provisions of this section, he shall be punishable
with imprisonment for a term, which may extend to two years and with fine, which may extend
to five hundred thousand rupees.

rll9. Applicetion of provisions relrting to rudiL-The provisions of this Act relating to
audit of accounts, rights, powers, duties, liabilities and rePort of auditors of companies and the

duties ofcompanies and their officers as aPPlicable to mmpanies shall apply zalalrls mulandis to
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companies being wound up. bcoks of account and books and papers kePt by the liquidator and

his statements ofaccounts subject as follows-

(a) all reference therein to lfficers ofthe company shall include references to the liquidator;

(b) the appointment ofauiitor shall be made by the Court, members or creditors, as the case

may be, who appointed the liquidator, who shall also fix his remuneration which shall be

paid by the liquidator fi om the fi.rnds ofthe company:

Provided that if no appointment of auditor is made by the memb€rs or creditors. as the
casc may be, the liquidator shrrll apply to the Commission who shall make the appointment and

fix llis remuneration.

420. Enforcemenl of c uty of liquidaaor to make return.- ( l) [f any liquidator who has

made any default in complling with any provision of this Act or committed any other
inegularity in the performan:e of his duties fails to make good the default or undo the

inegularity, as the case may b:, within thirty days after the service on him of a notice requiring
him to do so, the Coun ma/ of its or,vn motion or on an application made to it by any
conEibutory or creditor of the riompany or by the registrar, make an order directing the liquidator
and any other person involverl to make good the default or undo the inegularity or otherwise
make amends as the circumsrrnces may require, within such time as may be specified in the

ordcr:

ProvidedtFat; ith-a'r-e arr application under this section is made by the registrar, the Court
shall dispose ofthe same withir fourteen days ofthe submission thereof.

(2) Any such order ma/ provide that all costs of, and incidental to, the application shall
be bome by thc liquidator.

(3) Nothing in this se(tion shall be taken to prejudice the operation of any enactment
imposing penalty on a liquidaurr in respect of any such default or inegularity as aforesaid.

421. Notilicaaion thrt 8 company is in liquidation.- (t) Where a company is being
wound up, whether by or unde- the supervision ofthe Court or voluntarily, every advertisement,
notice, invoice, order for goods, business letter or other communication or document issued by or
on behalf of the company or a iquidator of the company or a receiver or manager ofthe property
of the company, being a docrrment on or in which the name of the company appears, shall
conlain a statement that the corrpany is being wound up and about the mode of its winding up.

(2) If default is made in complying with this section, the company and any of the
folkrwing persons who author ses or permits th€ default, namely, any officer of the company,
any liquidator ofthe company ,urd any receiver or manager, shall be liable to a penalty oflevel I
on th€ standard scale.

422. Court or person hefore whom aflidrvit msy be sworn.-(l) Any affidavit required
to bc swom under the provisiors or for the purposes ofthis Part may be swom-

(a) in Pakistan, before any Court, judge, or person lawfully authorised to take and receive
affidavits; and

(b) elsewhere before a Pakiritan Consul or Vice-Consul.
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(2) All courts, judges, justices, commissioners, and persons acting judicially in Pakistan
shall takejudicial notice ofthe seal or stamp or signature, as the case may be, of any sLrch court,

- judge, peison, Consul or Vice-Consul, attached, appended or subscribed to any such amdavir or
to any other document to be used for the purposes of this ParI.

423. Power to make rules.- (l) The Supreme Coud may, in consultation with the
Courts or, where the Supreme Court advises the Federal Govemment to do so, the Federal
Govemment may in consultation with the Courts, from time to time, make niles, consistent with
this Act, conceming the mode of proceedings to b€ held for winding up a company in a Court
and in the courts subordinate thereto, and for voluntary winding up (both members and

creditors), for the holding of meetings of creditors and members in connection with proceedings
under section 279 of this Act, and for giving eftect to the provisions as to t}le reduction of the
capital and the scheme of reorganisation of a company and generally for all apBlications to be

made to the Court and all other proceedings or maners coming within the purvicw or powers or
duties ofthe Court under the provisions of this Act and shall make ruies providing for all maners
relating to the winding up ofcompanies which, by this Act, are to be prescribed.

(2) Without prejudice to the generality ofthe foregoing powers, such rules may enable or
require all or any of the powers and duties conferred and imposed on the Court by this Act in
respect of the matters following, to be exercised or performed by the official liquidator, and

subjcct to control ofthe Court, that is to say, the powers and duties ofthe Court in respect of-

(a) holding and conducting meetings to ascertain the wishes of creditors and

contributories;

(b) settling lists of the contributories and reeti$ing the register of members where
required, and collecting and applying the assets;

(c) requiring delivery of property or documents to the liquidator;

(d) making calls;

(e) fixing a time within which debts and claims must by proved:

Provided that the olfi'cial liquidator shall not, witlout the spe€ial leave of the Court,
rectiry the register of members, and shall not make any call without the special leave of the
Coun.

424. lnective Company.-(l) Where a company, other than a listed company, is formed
for a future proj.ect or to hold an asset or intellectual property and has no significant accounting
transaction, such a company or an inactive company may make an application to the registrar in
such manner as may be specified for obtaining the status ofan inactive company.

Explonalion---+ot the purposes of this section-

(a) "inactive compatry" means a company, other than a listed company, which has

not been carrying on any business or operation, or has not made any significant
accounting transaction during the last two financial years;

(b) "signilicant accounting transrction" means any transaction other than-
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(i) payments made by it to fulfill the requirements of this Act or any other law;

(ii) allotmenr ofshares to fulfill the requirements of this Act; and

(iii) paymenl, for maintenance of iB omce and records.

(2) The registrar on crnsideration of the application shall allow the sratus of inactive
conlpany to the applicant and issue a cenificate in such form as may be specified to that effect.

(3) The registrar shall maintain a register of inactive companies in such form as may be

specified.
(4) ln case of a compimy which has not filed financial statemen$ or annual retums for

two financial years consecutilely, the registrar shall issue a notice to that company and enter the
name ofsuch cbmpany in the r€gister maintained for inactive companies.

(5) An inactive company shall have such minimum number of directors, file such

do(uments as may be specifi€d by the Commission through regulations to the registrar to retain
its inactive status in the register and pay such annual fee as prescribed in the Seventh Schedule
and may become an active corpany on an applicatron made in this behalf accompanied by such

documents as may be specified by the Commission through regulations on payment of such fee

as prescriH in the Seventh S;hedule.

(6) The registrar shall strike off the name of an inactive company fiom the register of
inactive companies, which ha:, fuiled to comply with the requiremens of this section.

(7) Any aontravention or default in complying with requirements of this section shall be

an offence liable to a penalq of level 2 on the standard scale and in case false or misleading
information has been given to obtain the status of an inactive company, the directors and other
oflicers ofthe company in default shall be liable to imprisonment for a term which may extend
to d[ee years.

425. Registrer mry r;trike deforct comp|ny olT register.{l) Where the registrar has

reasonable cause to believe that a company is not carrying on business or is not in operation, he
may send to the company by post a letter inquiring whether the company is carrying on business
or is in operation.

(2) If the regisrar dox not within fifteen days of sending the letter receive any answer
thereto, he may send to the c rmpany by registered post another lener referring to the first letter,
and stating that no answer th,:reto has been received and that, if an answer is not received to the
second letter within thirty dsys fiom the dare thereof, a notice will be published in the
newspaper with a view to'stridng the name ofthe company offthe register.

(3) If the registrar eitlrer receiyes an answer from the company to the effect that it is not
carrying on business or is not in operation, or does not within fifteen days after sending the
second lefter receive any ans,yer, he may publish in the newspaper having wide circulation, and
serrd to the company by post a notice that, at the expiration of thirty days from the date of that
notice, the name ofthe com[ any mentioned drerein will, unless cause is shown to the contrary,
be struck offthe register and }te company will be dissolved-
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(4) Without prejudice to any other provisions, if, in any case where a company is being
wound up, the registrar has reasonable cause to believe either that no liquidator is acting or that
the affairs of the company are fully wound up, and the retums required to be made by the
Iiquidator have not been made for a period of three consecutiye months after notice by the
registrar demanding the rctums has been sent by post to the company, or to the liquidator at his
last known place of business, the registrar may publish in the newspaper having wide circulation
and send to the company a like notice as is provided in the last preceding sub-section.

(5) Al the expiration ofthe time mentioned in the noticc the registrar may, unless cause to
the contrary is previously shown by the company or the liquidator. as the case may be, strike its
name off the register, and shall publish notice thereof in the official Gazette, and, on the
publication in the official Gazette ofthis notice, the company shall be dissolved:

Provided that the liability criminal, civil or otherwise (if any) of every director, officer,
liquidator and member of the company shall continue and may be enforced as if the company
had not been dissolved:

Provided funher rhat nothing in this section shall affect the powers of the Coun to wind
up a company the name ofwhich has been struck offthe register.

(6) If a company or any member or creditor thereof feels aggrieved by the company
having been struck offthe register, the Court, on the application ofthe company or a member or
creditor made before the expiry ofthree years from the publication in the official Gazette ofthe
notice aforesaid, may, if satisfied that the company was at the time of the striking off carrying on
business or in operation, or otherwise that it is just that the company be restored to the register,
order the name of the company to be restored to the register and, upon the filing of a certified
copy of such order with the registnr, the company shall be deemed to have continued in
existence as if its name had not been shuck off, and the Coun may by the order give such
directions and make such provisions as seem just for placing the company and all other persons
in the same position as nearly as may be as ifthe name ofthe company had not been struck off.

(7) A letter or notice under this section may be addressed to the company at its registered
office, or if no office has been registered, to the care of some dircctor, chief executive or other
oflicer of the company whose name and address are known to the registrar or if no such address
is known to the registrar, may be sent to each of the persons who subscribed the memorandum,
addressed to him at the address mentioned in the memorandum.

(8) The provisions of this section shall not apply to a company which has any known
assets and liabilities, and such company shall be proceeded against for winding up.

(9) ll due to inadvertence or otherwise the name of any company which has any assets

and liabilities or which has been in operation or carrying on business or about whose affairs any
enquiry or investigation may be necessary has been struck off the register, the registrar may,
after such enquiries as he may deem fit, move the Commission to have the name ofthe company
restored to the register and thereupon the Commission may, if satisfied that it will be just and
proper so to do, order the name of the company to be restored and shall exercise the powers of
the Coun in the manner provided in sub-section (6).
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(10) The provisions of this section shall mutatis mutqndrr apply to a company established

ourside Pakistan but having a place of business in Pakistan as they apply to a company registered
in Pakistan.

426. Easy exit of a d lfunct company.-(l ) A company which ceases to operate and has

no known assets and liabiliti,:s, may apply to the registrar in the specified manner, seeking to
strike its name off the register of companies on payment of such fee mentioned in the Seventh
Sciredule.

(2) After examination of the application, the registrar on beiog satisfied, may publish a

nolice in tems of sub-section (3) of section 425 ofthis Act, in the Official Gazette stating that at
the expiration of ninety days fiom the date of that notice, unless cause is shown to the contrary,
th€ name ofthe applicant con.pany rvill be struck offthe register ofcompanies and the company
will be dissolved. Such notice shall also be posted on the Commission's website.

(3) At the expiration of the time mentioned in the notice, the registrar may, unless any
objection to the contrary is received by him, strike its name off the register, and shall publish a

nolice thereof in the ollicial (lazette, and, on the publication of such notice, the company shall
staod dissolved:

Provided that the liab lity criminal, civil or otherwise (if any) of every director, officer
and member ofthe company r hall continue and may be enforced as if the company had not been

dissolved.

PART XI

WINDING UP OF UNREGISTERED COMPANIES

427. lVlcaning of "unrlgistered company".-For the purposes ofthis Part, the eipression
"unregistered company" sha I not include a railway company incorporated by Act of Parliament
of the United Kingdom or by a Pakistan law, nor a company registered under any previous

Companies Act or under this./\ct, but save as aforesaid, shall include any partnership, association
or company consisting of mo.3 than seven members.

42E. Winding up of u rregistered companies.-(l) Subject to the provisions ofthis Part,

any unregistered company miry be wound up under this Act, and all the provisions of this Act
wilh respect to winding up shall apply to an unregistered company, with the following
exceptions and additions-

ta) an unregistered comprny shall, for the purpose of determining the Court having
jurisdiction in the matt )r of the winding up, be deemed to be registered in the Province
where its principal place of business is situated or, if it has a principal place of business
situate in more than on I Province then. in each Province where it has a principal place of
business; and the principal place of business situate in the Province in which proceedings
are being instituted shzLll, for all the purposes of the winding up, be deemed to be the
registered office of the r:ompany;

(b) no unregistered company shall be wound up under this Act voluntarily.or subject to
supervision of the Court;
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(c) the circumstances in which an unregistered company may be wound up are as follows (that
is to say)-

(i) if the company is dissolved. or has ceased to carry on business or is carrying on
business only lor the purpose of winding up is affairs;

(ii) ifthe company is unable to pay its debts;

(iii)if the Court is of opinion that it is just and equitable that the company should be
rvound up;

(d) an unregistered company shall. for the purposes of this Act, be deemed to be unable to
pay its debts-

(i) ifa creditor, by assignment or otherwise, to whom the company is indebted in a sum
exceeding fifty thousand rupees then due, has served on the company, by leaving at

its principal place of business, or by delivering to the secretary, or some director,
manager or principal officer ofthe company, or by otherwise serving in such manner
as the Court may approve or direct, a demand under his hand requiring the company
to pay the sum so due, and the company has for thirty days after the service of the
demand neglected to pay the sum. or to secure or compound for it to the satisfaction
ofthe creditor;

(ii) if any suit or other legal proceeding has been instituted against any member for any
debt or demand due or claimed to be due, from the company or from him in his
characrer ofmember, and notice in writing ofthe institution ofthe suit or other legal
proceeding having been served on the company by leaving the same at its principal
place of business or by delivering it to the secretary, or some director, manager or
principal ollicer ofthe company or by otherwise serving the same in such manner as

the Court may approve or direct, the company has not within fifteen days after
service of the notice paid, secured or compounded for the debt or demand, or
procured the suit or other legal proceeding to be stayed, or indemnified the defendant
to his reasonable satisfaction against the suit or other legal proceeding, and against
all costs, damages and expenses to be incuned by him by reason ofthe sarne;

(iii)if execution or other process issued on a decree or order obtained in any Court or
other competent authority in favour of a creditor against the company, or any
member thereof as such, or any person authorised to be sued as nominal defendant
on behalfofthe company, is retumed unsatisfied in whole or in part;

(iv)if it is otherwise proved to the satisfaction ofthe 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 and its solvenry.

(2) Nothing in this Pan shall affect the operation of any enactment which provides for
any partnership, association or company being wound up, or being wound up as a company or as

an unregistered company, under any previous Companies Act:
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Provided that referer ces in any such enactment to any provision contained in any
prt:vious Companies Act shaLl be read as references to the corresponding provision (if any) of
this Act.

(3) Where a company incorporated outside Pakistan which has been carrying on business
in Pakistan ceases to carry ,rn business in Pakistan. it may be wound up as an unregistered
co.npany under this Part; notJr'ithstanding that it has beeq dissolved or otherwise ceased to exist
as a company under or by vinue of the laws of the country under which it was incorporated.

429. Contributories n winding up of unregistered companies.- (l) In the eyent of an

unregistered company being,vound up, every person shall be deemed to be a contributory who is
liable to pay or contribute to the payment of any debt or liabiliry of the company or to pay or
contribute to the payment of any sum for the adjustment of the rights of the menrbers among
themselves, or to pay or con.ribute to the payment of the cost and expenses of winding up the
company, and every contribL,tory shall be liable to conhibute to the assets of the company all
sums due from him in respect ofany such liabiliry as aforesaid.

(2) tn the event ofan r contributory dying or being adjudged insolvent, the provisions of
this Act with respect to the k:gal representatives and heirs of deceased contributories, and to the
assignees of insolvent contributories, shall apply.

430. Power to stay or restrain proceedings.-The provisions of this Act wrth respect to
staying and restraining suits and legal proceedings against a company at any time after the
presentation of a petition for winding up and before the making of a winding up order shall, in
thc case of an unregistered <ompany where the application to stay or restrain is by a creditor;
extend to suits and legal procredings against any contributory ofthe company.

431. Suits stsycd on winding up order,-Where an order has been made for winding up
an unregistered company, no suit or other legal proceedings shall be proceeded with or
commenced against any contributory of the company in respect of any debt of the company,
except by leave ofthe Court, and subject to such terms as the Court may impose.

432, Directions as t) property in certain cases.-If an unregistered company has no
power to sue and be sued in rL common name, or if for any reason it appears expedient, the Court
may, by the winding up orcer, or by any subsequent order, direct that all or any part of the
property, movable or immoYable, including all interests and rights in, to and out of property,
movable and immovable, anrl including obligations and actionable claims as may belong to the
company or to trust€es on its behalf, is to vest in rhe oflicial liquidator by his oflicial name and
thereupon the prop€rty or any paft thereof specified in the order shall vest accordingly; and the
officiaf liquidator may, after giving such indemnity (if any) as the Courr may direct, bring or
defend in his official name any suit or other legal proceeding relating to thar Foperty, or
necessary to be brought or defended for the purposes of effecrually winding up the company and
recovering its property.

433. Provisions of (his part cumulative.-The provisions of this part with respect to
unregistered companies sha I be. in addition to, and not in derogation of, any provisions
hereinbefore, in this Act contdned with respect to winding up ofcompanies by the court and the
court or ollicial liquidator nray exercise any powers or do any act in the cases of unregistered
companies which might be e:<ercised or done by it or him in winding up companies forried.and
registered under this Act; but an unregistered company shall not, excipi in the event of its being
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wound up, be deemed to be a company under this Act, and then only to the extenr provided by
thrs Part.

PART XII
COMPANIES ESTABLISHED OUTSIDE PAKISTAN

PROVISIONS AS TO ESTABLISHMENT O}' PLACES OF BUSINESS IN PAKISTAN

434. Application of this Part to for€ign companies.- This Part shall apply to all foreign
companies, that is to say, companies incorporated or formed outside Pakistan which, after the
commencement of this Act, establish a place of business within Pakistan or which have, before
the comnlencement of this Act, established a place of business in Pakistan and continue to have
an esrablished either a place of business within Pakistan or conduct business in Pakistan through
an agent or any other means at the commencement of this Act.

435. Documents to be delivered to registr'ar by foreign companies.{ l) Every foreign
company which, after the commencement of this Act, establishes a place of business in Pakistan
shall. within thirty days of the establishment of the place of business or conduct of business
activity, deliver to the registrar

(a) a certified copy of the charter, statute or memorandum and articles of the company, or
other instrument constituting or defining the constitution of the company, and if the
instrument is not written in the English or Urdu language, a certified translation thereof in
the English or Urdu language;

(b) the full address ofthe registered or principal office ofthe company;

(c) a list ofthe directors, chiefexecutive and secretary (ifany) ofthe company;

(d) a retum showing the full present and former names and sumames, father's name or, in the
case of a married womzm or widow, the name of her husband or deceased husband,
present and former nationality, designation and full address in Pakistan of the principal
officer ofthe company in Pakistan by whatever name called;

(e) the full present and former names and sumames, father's name, or, in case of a married
woman or widow, the name of her husband or deceased husband, present and former
nationality, occupation and full addresses of some one or more persons resident in
Pakistan authorised to accept on behalfofthe company service ofprocess and any notice
or other document required to be served on the company together with his consent to do
so; and

(0 the full address of that office of the company in Pakistan which is to be deemed its
principal place of business in Pakistan ofthe company.

Explondlion.- For the purposes of this section the term 'conduct of business
activity" includ€s any business ao be undertakcn by a foreign company by virtue of its
memorandum and article of association or as licensed or authorizcd by any law.
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(2) The list referrec to in clause (c) of sub-section (l) shall contain the following
particulars, that is to say-

(a) with respect to each director-

(i) in the case ofan in,lividual, his present and former name and sumame in full. his usual

residential address. his nationaliry, and ifthat nationality is not the nationality oforigin,
his nationality oforigin, and his business occupation, ifany, and any other directorship
which he holds;

(ii) in the case of a boJy corporate, its corporate namc and registered or principal office;
and the full name, address, nationality and nationality of origin. if different from that
nationaliry. ofeach of its director:

(b) with respect to the secretary, or where there are joint secretaries, with respcct to each of
them-

(i) in the case of an irdividual, his present and former name and sumame. and his usual
residential address;

(ii) in the case ofa bod / corporate, its corporate name and registered or principal office:

Provided that, where all the partner in a firm are joint secretaries of the company, the
name and principal office of :he firm may be stated instead ofthe particulars mentioned in clause
(b).

(3) Every foreign conrpany, other than a company mentioned in sub-section ( I ) shall, if it
has not delivered to the reltistrar before the commencement of this Act the documents and
particulars specified in section 451 of the Companies Ordinance, 1984 (XLVll of 1984), shall
continue to be subject to the obligation to deliver those documents and particulars and be liable
to penalties in accordance wirh the provisions ofthat Ordinance.

436. Rcturn to be rlelivered to registrar by foreign companies rvhose documents
altered.-lfany alteration is rrade or occurs in

(a) the charter, statute or memorandum and articles of a foreign compariy or any such
instrument as is referr rd to in section 435;

(b)

(c)

(d)

(e)

the address ofthe registered or principal office ofthe company

the directors, chiefexccutive or secretary or in the particulars contained in the list referred
to in section 435;
the principal officer referred to in section 435;

the name or addresses or other particulars of the persons authorised to accept service of
process, notices and ,)ther documents on behalf of the company as referred to in the
preceding section 435, or

r'f) the principal place oftusiness ofthe company in pakistan;

the company shall, within thiry days of the alteration, deliver to the registrar for registration a
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retum containing the specified particulars of the alteration and in the case of change in persons

authorised to accept service of process, notices and other documents on behalf of the company,
also his consent to do so.

437. Accounts of foreign companics.-{l) Every foreign company shall in every year
make out and file with the registrar, together with a list of Pakistani members and debenture-
holders and ofthe places of busincss ofthe company in Pakistan-

(a) such number of copies of financial statemenLs, not being less than three, as may be

specified, in such form, audited by such person, containing such particulars and including
or having annexed or attached thereto such documents (including, in particular
documents relating to every subsidiary of the company) as nearly as may be as under the
provisions of this Act it would, if it were a company formed and registered under this
Act, be required to file in accordance with the provisions of this Act, in respect of the
company's operations in Pakistan as if such operations had been conducted by a separate
public company formed and registered in Pakistan under this Act; and

(b) in a case where, by the law for the time being in force of the country in which the
company is incorporated, such company is required to file with the public authority an

annual statement of financial position and profit and loss accounts, also such number of
copies of that statement of ftnancial position and profit and loss account together with
any documents annexed thereto as may be specified, and if the same is not in the English
language a certified translation thereof in the English language; or

(c) in a case where a company is not required to file with the public authority ofthe country
in which the company is incorporated an annual statement of financial position and profit
and loss account as referred to in clause (b), the specified number of copies, not being
less than three, of the statement of financial position and profit and loss account and the
report of auditors and other documents annexed thereto, in such form and manner as

under the proyisions of this Act it would, if it had been a public company within the
meaning of this Act, be required to make out and lay before the company in general
meeting.

(2) The period within which the documents, retums or reports referred to in sub-section
(l) are to be filed with the registrar shall be a period of fony five days from the date of
submission of such documents or retums to the public authority of the country of incorporation
or within one hundred and eighty days ofthe date up to which the relevant accounts are made
up, whichever is earlier.

43E. Certain obligations of foreign companies.-Every foreign company shall-

(a) maintain at its principal place of business in Pakistan, or, if it has only one place of
business in Pakistan, in that place of business, a register of Pakistani members and
debenture-holders, directors and officers, which shall be open to inspection and copies
thereof supplied as in the case of similar registers maintained by a company under this
Act;

(b) in every prospectus inviting subscriptions for its shares or debentures in Pakistan, state

the country in which the company is incorporated;



(c) conspicuously exhibit on the outside of every place where it carries on business in
Pakistan the name ol the company and the country in which the company is incorporated
in letter easily legible in English or Urdu characters and also, if any place where it carries
on business is beyonrl the local limits ofthe oidinary original civil jurisdiction ofa Court,
in the characters ofoTe ofthe vemacular language used in that place;

(d) cause the name ofth: company and ofthe country in rvhich the company is incorporated
mentioned in legible English or Urdu characters in all bill-heads and letter papers, and in
all notices, advertisements, documents and other official publications of the company;
and

(e) if the liability ofthe members ofthe company is limited, cause notice ofthat fact tc be
stated in legible EngJish or Urdu characters in every prospectus inviting subscriptions for
its shares, and in all lrill-heads and letter papers, notices. advertisements and other official
publications ofthe c(,mpany in Pakistan, and to be exhibited on the outside ofevery place

where it carries on btLsiness in Pakistan.

439. Power ofthe Comlnission to require information from foreign companies.- (l) The
Commission may, at any time, call upon a foreign company to fumish information of
shareholding including beneficial ownership or such other infonnation or document, as may be
required for the purposes of this Act or in connectioc \yitll any inspection, inquiry or
investigation and it shall be the duty ofthe company and its officers to fumish such information
ol document within specifiecl time.

(2) Any person who fails to provide any information or document required under sub-
sr:ction (l) shall commit an cffence liable to a penalry oflevel 3 on standard scale.

440. Service on foreign company.-Any process. notice or other documenJ required to be
served on such company as s referred to in this Part shall be deemed to be su{ficiently served if
addressed to any person whose name has been so filed with the registrar as aforesaid and left at
or sent by post to the address which has been so filed:

Provided that-

(a) where any such conpany makes default in delivering to the registrar the name and
address of a person resident in Pakistan who is authorised to accept on behalf of the
company service ofprocess, notices or other documents: or

(b) if at any time all the persons whose names and addresses have been so filed are dead or
have ceased to so reside, or refuse to accept service on behalf of the company or for any
reason cannot be serred;

a document may be served ()n the company against an acknowledgement or by post or courier
service to, any place of busrness established by the company in pakistan or through electronic
means or in any other manner as may be specified.

441. Company,s failure to comply $ith this part not to affect its liability under
contracts.- Any failure by a foreign company ro comply with any ofthe requirement oi section
4:5 or section 436 shalr not irffect the varidity ofany contract, de;ring or transaction entered into
b) the company or its riabilit / to be sued in respecr ihereof; but rhe co'mpany shal not be entitred
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to bring any suit, claim any set-off, make any counter-claim or institute any legal proceeding in
respect of any such contract, dealing or transaction, until it has complied with the provisions of
section 435 and section 436.

442. Provisions relating to .names, inquirics to spply to foreign compsni€s.-The
provisions of sections l0 ro l3 relating to names and changes in the names of companies shall,
as far as applicable, also apply to companies to which this Part applies; and the power of
inspection, inquiries and investigation conferred by this Act on the registrar and the Commission
in respect of companies shall likewise extend to such companies.

443. Intimation of ceasing to have place of busitress to bc given.- (l) Any company to
which this Part applies shall at least thirty days before it intends to cease to have any place of
business in Pakistan,

(a) give a notice of such intention to the registar; and

(b) publish a notice of such intention at least in tv/o daily newspapers circulating in the
Province or Provinces in which such place or places ofbusiness are situate.

(2) As from the date of intention to cease to have any place of business in Pakistan stated
in the notice referred to in sub-section (t), unless the said date is by a similar notice altered, the
obligation of the company to delivery any document to the registrar shall cease, provided it has

no other place of business in Pakistan.

444. Pcnalties.- (l)Ifany foreign company fails to comply with any ofthe provisions of
this Pan, except section 439, the company, and every officer or agent of the company who
authorises or permits the default, shall be liable to a penalty of level I on the standard scale.

(2) If a foreign company or any of its directors or other persons as referred in section 439
fails to comply with the provisions of said section, shall be liable to a penalty of level 2 on the
sEndard scale.

445. Interpretation of provisions oflhis Prrt-For the purposes of this Pafi-
(a) the expression "certified" means certified in the specified manner to be a true copy or a

correct translation,

(b) the expression "director", in relation to a company includes any person in accordance
with whose directives or instructions th€ directors ofthe company are accustomed to act;

(c) the expression "place of business" includes a branch, management, share transfer or
registration oflice, factory, mine or other fixed place of business, but does not include an
agency unless the agent has, and habitually exercise, a general authority to negotiate and
conclude contracts on behalf of the company or maintains a stock of merchandise
belonging to the company from which he regularly fills orders on its behalt

Provided that

(i) a company shall not be deemed to have an established place of business in
Pakistan mercly because it canies on business dealings in Pakistan through a bona
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fide broker r'r general commission agent acting in the ordinary course of his

business as srrch;

(ii) the fact rhar a company has a subsidiary which is incorporated, resident, or.

carrying on business rn Pakistan (whether through an established place of
business or otherwise) shall not of itself constitute the place of business of that
subsidiary an established place of business ofthe company; and

(d) the expression "secr,)tary" includes any person occupying.the position of secretary, by
whatever name calle(1.

PROSPECTUS

446. Issue of prosp(|ctus,-No person shall issue, circulate or distribute in Pakistan any
prospectus offering for subr,cription securities of a foreign company or soliciting deposits of
money, whethdr the company has or has not established, or when formed will or will not
establish, a place of business in Pakistan unless authorised to do so by the Commission under the
relevant law or as may be spr:cified.

447. Restriction on r anvassing for sale of securities.-(l) No person shall go from house
to house offering securities rf a foreign company for subscription or purchase to the public or
any member of the public.

Explonolion.lr this sub-section, "house'' shall not include an office used for business
purPoses.

(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.

448. Registratior of charges.- (l ) The provision of sections 100 to I 12 both inclusive,
shall extend to charges on pruperties in Pakistan which are created, and to charges on prop€rty in
Pakistan which is acquired, t,y a foreign company which has an established place of business in
Pakistan:

Provided that referen( es in the said seclions to the registered office ofthe company shall
be deemed to be reference to the principal place ofbusiness in Pakistan ofthe company:

Provided further that, where a charge is created outside Pakistan or the completion ofthe
acquisition of property takes place outside Pakistan, clause (a) ofrhe proviso to sub-section (l)
and suFsection (4) ofsecriorr 100 shall apply as ifthe property wherever situated wer€ situated
outside Pakistan.

(2) Where a compan) ro which this sectton applies createst or has created at any time
before establishing a place of business in Pakistan, a charge on any property otherwise
registerable under this Act it shall register the same with the registrar in accordance with the
pr.,visions ofthis Acr

(a) within thirty days oftle establishment ofa place ofbusiness in pakistan; or
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(b) if the charge was created before the commencement of this Act and subsisted

immediately before such commencements, within ninety days thereof.

449. Notice of appointmeiit of receiver.- The provisions of section I 13 and I 14 shall
mutatis muton4is apply to the case of all foreign companies having an established place of
business in Pakistan and the provisions ofsection 220 shall apply to such companies to the extent
of requiring them to keep at their principal place of business in Pakistan the books of account
required by that section with respect to money receiled and expended, sales and purchases made,
and assets and liabilities in relation to its business in Pakistan:

Provided that references in the said section to the registered office of the company shall
be deemed to be reference to the principal place of business in Pakistan ofthe company.

450. Notice of liquidation.- (l) tf a foreign company having an established place of
business in Pakistan goes into liquidation in the country of its incorporation, it shall-

(a) within thirty days give notice thereofto the registrar, and simultaneously publish a notice
at least in two daily newspapers circulatrng in the Province or Provinces or the part of
Pakistan not forming part of a Province, as the case may be, in which its place or places
of business are situated and fi-rmish to the registrar within thirty days ofthe conclusibn of
the liquidation proceedings all retums relating to the liquidation and the liquidation
account in respect of such portion of the company's affairs as relates to its business in
Pakistan: and

(b) cause, in legible letters, a statemeqt to appear, on every invoice, order, bill-head, letter
paper, notice of other publication in Pakistan, to the effect that the company is being
wound up in the country of its incorporation.

(2) Where a company to which this section applies has been dissolved, or has otherwise
ceased to exist, no person shall, after the date of such dissolution or cessation, carry on, or
purport to carry on, any business in Pakistan in the name or on behalfof such company.

(3) Nothing in this section shall be construed as preyenting a company to which this
section applies fiom being wound up in Pakistan in accordance with the provisions of this Act,
norwithstanding that it has neither been dissolved nor otherwise ceased to exist in the country of
its incorporation.

PART XIII
GENERAL

451. Certilication oI Shoriah compliant companies and Shariah compliant
securities.-( I ) No company shall claim lhat it is a Shoriah compliant company unless it has been

declarcd Shariah compliant in such form and manner as may be specified.

(2) No person shall claim that a security, whether listed ot ro\ is Shuiah compliant
unless it has been declarcd Shariah compliant in such form and manner as may be specified.

(3) For the purposes of sub-section (l) and (2), no company shall appoint or engage any

person for Siarialr compliance, Shariah advisory, or Shariqh audit unless that person meets the

fit and proper criteria and fulfills such terms and conditions as may be specified:
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Provided that the perion already appointed or engaged by a company for the purpose of
sub-section 3 shall have lEo days to meet the fit and proper criteria and fulfill such terms and

conditions as may be specifi€d.

(4) Every person rvho is responsible for contravention of this section shall without
prejudice to other liabilities te liable to a penalty not exceeding level 3 on the standard scale.

(5) Nothing in sub section (l) and (3) shall apply to a banking company or any other
company which is required n) follow the Sralia, govemance framework prescribed by the State

BrLnk of Pakistan.

452. Compenies' Global Register of Beneficial Ownership.-(l) Every substantial
shareholder or officer of a company incorporated under the Company law, who is citizen of
Pa-kistan within the meanirg of the Citizenship Act, l95l (ll of l95l), including duel
citizrnship holder whether residing in Pakistan or rot haying shareholding rn a foreign
company or body corporate shall report to the company his shareholding or any other interest as

may be notified by the Conrmission, on a specifted form within thirty days of holding such
position or interest.

Explcnolion -For th: purposes of this section the expression "foreign company" means

a company or body corporat€ incorporated or registered in any form, outside Pakistan regardless

of the fact that it has a place of business or conducts any business activity or has a liaison office
in Pakistan or not.

(2) The company shall submit all the aforesaid information received by it during the year

to the registrar along with the annual retum.

(3) Any investment in securities or other interest as may be notified in sub-section (l) by
a company incorporated under this Act, in a foreign company or body corporate or any other
interest shall also be reported to the registrar along with the annual retum.

(4) Allthe above info-mation shall be reported to the registrar through a special retum on

a specified form within sixry days from the commencement of this Act and thereafter in
accordance with the sub-sectiln (2).

(5) Any contraventior or default in complying with requirements ofthis section shall be
an offence liable to a fine of level I on the standard scale and the registrar shall make an order
spccirying time to provide inlormation under sub-section (l) and (3).

(6) Any person who f;rils to comply with the direction given under sub-section (5) by the
registrar shall be punishable *ith imprisonment which may extend to three years and with fine
upro five hundred thousand rL pees or both.

(7) The Commission shall keep record of the information in the Companies' Global
Register ofBeneficial Owner: hip.

- _(8) The Commission shall provide the information maintained under sub_section (7) to
the Federal Board ofRevenue or to any other agency, authority and court.
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453. Prcventio[ of offences relating to fraud, money lrundering alld terrorisa
financing.- (l)Every oflcer of a company shall e[deavor to prevelt the commission of any
fraud, offences of money laundering including predicated offences as provided in the Anti-
Money Laundering Act, 2010 (VIl of 2010) with respect to affairs of the company and shall take
adequate measures for the purpose.

(2) Whosoever fails to comply with the provisions of this section shall b€ liable to
punishment of imprisonment for a term which may extend to three years and with fine which
may extend to one hundred million rupees:

Provided that where any such ollcer has taken all reasonable measures ayailable under
the applicable laws within his capacity to prevent commission ofsuch offence, shall not be liable
under this section.

Provided further thaa ahe punishment provided under this sectior shell be in
addition to any punishmeni attracted due to active involvemetrt bf such oflicer in
commission of an offence of mo[€y laundering under Anti-Money Laundering Act, 2010
(VIl of 2010).

454, Frec Zcne Company.- (1) A company incorporated for the purpose ofcarrying on
business in the export processing zone or an area notified by the Federal Goyemment as free
zone, shall be eligible to such exemptions fiom the requirements ofthis Act as may be notified in
terms of section 459.

(2) The Commission may, for the protection of foreign investors and to secure foreign
investment, restrict the disclosure of information maintained by the registrar regarding
promoters, shareholders and directors of th€ company incorporated under sub-section (l), who
are foreign nationals unless such disclosure of information is authorized by the company in
writing:

Provided that the restriction of non-disclosure contained in this s€ction shall not apply to
the rev€nue authorities collecting tax, duties and levies or requirement or obligation under
intemational law, treaty or commitment of the Govemment.

(3) A company formed for the purposes stated in sub-section (l) may be dispensed with
the words "Private Limited" or "Limited" as the case may be, and called as the "Free Zone
Company" having the parenthesis and alphab€ts "FZC" at the end of its name.

(4) A Free Zone Company shall pay the annual renewal fee as specified in the Seventh
Schedule.

455. Filing of documents through intermediaries.- (l) A person may! for the purpose

of filing of documents under this Act, avail services of intermediary as may be specified.

(2) An intermediary intendinB to provide services in terms of sub-section (l) must
possess the requisite qualification and be registered with the Commission in the manner as may
be specified.
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(3) The registration as intermediary under this section shall be liable to be cancelled by the

Commission on such grounCs and rn such manner as may be specified after providing an

opportunity of being heard.

456. Acceptance of advances by real estate comprnies engaged in real estate
projects.- (l) Notwithstanding an!,thing contained in this Act or any other law, any company
which invites advances from public for real estate project shall comply with the provisions of
this section in addition to thore provided rn the other provisions ofthis Act.

(2) A company engagr:d in real estate project shall-

(a) not announce any real estate project, unless it has obtained the approval of the

Commission rnd all necessary approvals. permissions or NOCS et€n of the
concemed autllorities required as per applicable general, special and local laws,
having jurisdiction over area under which the real estate project is being
developed or undertaken to the satisfaction ofthe Commission and subject to such

additional disclosure requirements as may be notified;

(b) not make any publication or advertisement of real estate projects, unless it has

obtained the approval of the Commission and all necessary approvals,
permissions or NOCs €tei ofthe concemed authorities required as per applicable
geaemt,Ep€cialend local laws, having jurisdiction over area under which the real

estau€" project is being developed or undertaken to the satisfaction of the
Commission ard subject to such additional disclosure requirements as may be

notified;

(c) not accept any advances or deposits in any forn whatsoever against any booking
to sell or offer for sale or inviie persons to purchase any land, apartment or
building, as th(r case may be, in any real estate project or pan of it, unless it has

obtained the approval of the Commission and all necessary approvals,
permissions or NOCs €t€-, of the concemed authorities required as per applicable
general, specia and local laws, having jurisdiction over area under which the real
estate project is being developed or undertaken to the satisfaction of the
Commission a:rd subject to such additional disclosure requirements as may be
notified;

(d) not accept a sum against purchase of rhe apartment, plot or building, as the case
may be, as an advance payment fiom a person without first entering into a written
agreement for sale with such person except nominal fee for application;

(e) maintain and grre5glys such books of account, records and documents in the
manner as may be specified;

(f) deposit any surn obtained from the allonees, from time to time, in a separate
escrow account opened in the name ofthe project as may be specified;

(g) comply with rlny directions notified
framework as may be notified; and

by the Commission and accounting
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(h) do or not to do any act or activity as may be specified

(3) For the purposes ofthis section the escrow accounts shall be dedicated exclusively for
carrying out the project and no attachment shall be imposed on the payment of such escrow
accounts for the benefir ofcreditorc ofthe real estate company except for the purpose of project
and the real estate company shall recognize its income in accordance with lntemational Financial
Reporting Standards notified by the Commission.

(4) The Commission shall provide copy of any retums or information submitted by real
estate company fre€ of cost to the concemed authority, on their request, to enable such authority
to regulate real estate project under itsjurisdiction in accordance with the applicable laws.

(5) The conditions laid dov.,n under this section shall be in addition to and not in
deroguion ofrequirement of law and concemed authority under whose j urisdiction th€ project is
being undertaken by the real estate company shall continue to exercise its authority in a manner
provided in the relevant law.

(6) Any person who contravenes the provisions of this section shall be guilty of an
offence which is liable to a penalty of level 3 on the standard scale.

Explanstions.-For the purposes of this section the-

(i) expression "rerl estate projcct" shall include projecs for the development and
construction of residential or commercial buildings or compounds and shall not
include other construction project:

(ii) expression "authority" shall include authority created or prescribed under any law
which has powers to give permission for planning and deyelopment of real estate
project in specific area.

457. Agriculaure Promotion Comprries.-(l) Notwithstanding anything contained in
this Act or any other law for the time being in force, any person, having is Principal line of
business related to produce for agriculture promotion or managing produce as collateral or
engaged in any activity connected with or related to any Produce or other related activiries may
establish Agriculture Promotion Company under this section in such form and manner and
subject to such terms, conditions and limitations as may be specified.

Explonttion.lor the purpose of this section

(a) "Agriculture Promotion Company" includes a Producer Company or a

Collateral Management Company involved in Produce or any other
company or class of companies or corporate body or any other entity as the
concemed Minister-in-Charge of the Federal Govemment may, by
notification in the official Gazette specii, as Agriculture Promotion
Company under this sectior;
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(b) "Produce" means-

(i) produce of farmers, arising from agriculture (including animal
husbandry, forest prod.rcts, re-vegetalion, bee raising and farming
plantation products), or from any other activity or service which
promotes the farming business; or

(iD any product resulting from any ofthe above'activities, including by-
products of such products:

(iii) any activity which is intended to increase the production ofanything
r,:ferred to in above sub-clauses or improve the quality thereof:

(2) Producer Compan]' means any company, with or without share capital, formed under
thrs section by farmers and :ngaged in any activity connected with or related to any Produce
including the following matters-

(a) production, harvesting, procurement, grading, pooling, handling,
marketi.rg, selling, export of produce ofthe members or impon of goods or
services for their benefit;

(b) processrng including preserving, drying, distilling, brewing, canning and
packagi,rg of produce of its members;

(c) renderirg technical services, consultancy services, training research; and
deyelopment and all other activities for the promotion of the interests of its
Membe s;

(d) arrangir g insurance ofproduce; and

(e) financing of procurement, processing, marketing, extending of credit
facilitie,; including microfinance subject to such terms and conditions as

may be specified, or any other financial services to its members;

(3) Every Producer C ompany shall deal primarily with the produce of its membeB for
carrying out any of its activities.

(4) For the purposes ,rf this section, member of a Producer Company means farmers as

promoters and sponsors of r Producer Company and farmers admitted to membership after
registration in accordance with requirements as specified in the regulations.

(5) Collateral Manag( ment Company means any company formed under this section to
engage in the activiry- of nanaging produce as collareral, including but not limired to the
following matters:

(a)warehousing, .e. provision of quality storage and preservation services tbr a
range of agri,:ultural commoditics.

(b) issuance of c red
and

ible warehouse receipts for agricultural commodity financing;
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(c) stock audit and verification services;

(6) If an Agriculture Promotion Company or Collateral Management Company or
Producer Company or their members indulges in any activity which is prejudicial to the interests

of farmers, members, lending institutions, commodity exchange, consumers, or other
stakeholders, shall be liable to a penalty of level 3 on the standard scale.

(?) Any dues outstanding against agriculture promotion company under this section shall
be recoverable as arrears of land revenue.

(E) Notwithstanding any provision of this section, the Govemment or any instirution or
authority owned and controlled by the Govemment may form an Agriculture Promotion
Company.

'15t, Psyment egoinst suppl] ofe-rieEltural preduee, (') Nehyithstanding aflythint

ien'
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45E. Power ao give ex€mptions by the Federsl Governm€nl-Notwithstanding

anything contained in this Act or any other law, the concemed Minister-in-Charge ofthe Federal

Govemment may, by notification in the official Gazette exempt companies under sections 454,
456 and 457 fiom any provisions of law for the time being in force.

459. Quota for persons wilh disabilities in th€ public itrterest compatries.- Every
public ilterest company, employing one hundred or more employees shall ensure special
quota for employment of persons with disabilities of two percent or such higher percentage
as may bc spccified or required under the applicable Federal and Provincirl law:

Provided thst in case of sny conflict between this Act and any other Federal or
Provincial law for persons with disabilities, the later shall apply.

460. Valuatioo by registercd valuers.-(t) Where a valuation is required to be made in
respect of any property, stocks, shares, debentures, securities or goodwill or any other assets
(herein referred to as the assets) or net worth of a company or its liabilities under the provisions
of this Act, it shall be valued by a person having such qualifications and experience and
registered as a valuer in such manner, on such terms and conditions as may be specified.

(2) The valuer appointed under sub-section (l) shall-

(a) make an impartial, true and fair valuation of any assets which may be required
to be valued:

(b) exercise due diligence while performing the functions as valuer; and
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(c) not undertake valuation ofany assets in which he has a direct or indirect interest
or becomes rio interested at any time before submission ofthe report.

(3) The vatuer shall prepaie his report in such manner and applying such approaches, as

may be specified.

(4) If a valuer cont:avenes the provisions of this section or the regulations made
thoreunder, the valuer shall b,: liable to a penalry of level 2 on the standard scale:

Provided that if the vrrluer has contravened such provisions with the intention to defraud
thc compa[y, its members or creditors, he shall be punishable with imprisonment for a term
which may extend to one yea and with fine which may extend to fiye hundred thousand rupees.

(5) Where a valuer hai been convicted under sub-section (4), he shall be liable to-

(a) refund the "emuneration received by him to the company; and

(b) pay for darnages to the company or to any other person for loss arising out of
incorrect o-misleading statements ofparticulars made in his report.

(6) The registration as valuer under this section shall be liable to be cancelled by the
Commission on such groun<ls and in such manner as may be specified after providing an

opportunity of being heard.

,161. Security clearalLce of shareholder and director.- The Commission may require
the security clearance ofany rihareholder or director or other office bearer ofa company or class
of companies as may be notified by the concerned Minister-in-charge of the Federal
Governmert.

REGISTRATION OFFICES AND FEES

462. Registratiotr ofiic€s.- (l) For the purposes of the registrdtion of companies and
other work under this Act, the.e shall be oflices at such places as the Commission thinks fit.

(2) The Commission n ay appoint such registra@
d€Fq-reBistraff--ard-osslitof,+-regis{ra+s as it thinks necessary for the registration of
companies and performing ott er duties under this Act, and may make regulations with respect to
their duties.

(3) While performing their functions and duties under this Act, all registrars shallobserve
and follow the order and instrlctions ofthe Commission.

(4) The Commission n)ay direct a seal or seals to be prepared for the authentication of
documents required for or conlected with the registration ofcompanies.

(5) Any person may, ill the manner as may be specified, inspect the documents kept by
the registrar and may requirc a certified copy of certificate of incorporation o, -y bth",
cert ficate ofany company, or : copy or exrract ofany other document or register maintained by
the registrar or any part thereof on paynent ofthe feei sp€cified in the seventh schedule.
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(6) A copy of or an extract from any document filed or lodged, whether in electronic or
physical form, with the Commission or the registrar under this Act or the rules or regulations
made thereunder or supplied or issued by the Commission or the registrar and certified to bc a
true copy therbofor extract therefrom under the hand and seal ofan officer ofthe eommission or
the registrar, shall be admissible in evidence in any proceedings as of equal validity as the
original document.

(7) Where a document is filed or lodged, whether in electronic or physical form, with the
Commission or the registrar, the Commission or the registrar shall not be liable for any loss or
damage suffered by any person by reason of any error or omission of whatever nature arising or
appearing in any document obtained by any person under the e-service or in physical form under
this Act or the rules or regulations made thereunder, if such error or omission was made in good
faith and in the ordinary course of the discharge ofthe duties of the Commission or the registrar
or occurred or arose as a result of any defect or breakdown in the service or in the equipment
used for the provision ofthe e-service.

(8) Wherever any act is by this Act dilected to be done to or by the registrar it shall, until
the Commission otherwise directs, be done to or by the existing Registrar of Companies or in his
absence to or by such person as the Commission may for the time being authorise; but, in the
event of the Commission altering the constitution of the existing registrdtion omc€s or any of
them, any such act shall be done to or by such officer and at such place with reference to the
local situation ofthe registered offices ofthe companies to be registered as the Commission may
appoint.

463. Production of documcnts kept by registrsr.-([) No process for compelling the
production of any document or register kept by the rcgistrar shall issue from any court except
with the special leave of that court for reasons to be recorded; and any such process, if issued,
shall bear thereon a stat€ment that it is issued with the special leave of the court so granted and
state the reasons for grant ofsuch leave.

(2) A copy of, or extract from, any document or register kept and registered at any ofthe
omces for the registration ofcompanies under this Act, certified to be a true copy under the hand
of the registrar (whose official position it shall not be necessary to prove) shall, in all legal
proceedings, be admissible in evidence as of equal validity with the original document.

(3) Notwithstanding anyhing contained in any other [aw, no one shall, without the
permission ofthe Commission in writing, take over or remove any original document or register
from the custody of $e registrar.

464. Registrar rot to accept defective documcnas.{l) Where, in the opinion of the
registrar, any document required or autlorised by or under this Act to be filed or registered with
the regisu-dr-

(a) contains any maner contrary to law, or does not otherwise comply with the
requirements of law;

(b) is not complete owing to any defect, erlor or omission;

(c) is insuflicientty legible or is written upon paper which is not durable; or
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(d) is not properly authenticated;

tho registrar may require thc company to file a revised document in the form and within the
period to be specified by him

(2) If the company fails to submit the revised document within the specified period, the
reilistrar may refuse to accep. or register the document and conlmunicate his decision in writing
to the company.

(3) Subject to the provisions ofsub-sections (a) and (5), if the registrar refuses to accept
any document for any of the reasons aforesaid, the same shall not be deemed to have been
delivered to hirn in accordan,:e with the provisions ofthis Act unless a revised document in the
form acceptable to the regisfiar is duly delivered within such time, or such extended time, as the
registrar may specify in this tehalf.

(4) If registration of any document is refused, the company may either supply the
deficiency and remove the d€fect pointed out or, ,aithin thirty days ofthe order of refusal, prefer

an appeal-

(a) where the orc er ef refusal has been passed by an additional registrar, a joint
registrar, an additional joint registrar, a deputy registrar, an assistant
registrar or such other officer as may be designated by the Commissiol, to
the registrari and

(b) where the order ofrefiisal has been passed, or upheld in appeal, by the registrar, to
the Commissic,n.

(5) An order of the tlommission under sub-section (4) shall be final and shall not be

called in question before any :ourt or other authority.
(6) lf a document har been accepted for record and its data or any of the information

contained therein or any of the supporting documents subsequently found to be defective or
inconect or false or forged, the registra.r concemed may for special reasons to be recorded in
writing, after obtaining such t,vidence as he may deem appropriate, allow the rectification in such
document or allow the filing of a revised document in lieu thereof.

(7) If a document hai been accepted for record and its data or any of the information
contained therein or any of the supporting documents subsequently found to be defective or
incorrect which is not possible of rectification or false or forged or it was accepted by mistake,
tho registrar concemed may for special reasons to be recorded in writing, after obtaining such
evidence as he may deem appropriate cancel the recording thereof.

465. Special return t) rectify the data-.(l) The Commission or the registrar may at any
tinle, by a general or specific order, require a company or class of companies or all the
coralpanies to file a special retum signed by all the directors to rectiry the record.

(2) The information Provided in the special retum filed under this section shall be a
colrclusive evidence of all th3 relevant facts and shall not be called in question by any of the
person who has signed it.



237

(3) The persons who have signed the special retum shall be responsible for the loss
caused to any person on account of incorrect infomation provided in the retum filed under this
section.

(4) A company shall inform the registrar about any change of more th8tr twenty live
percent in its sharcholding or membership or voting rights in a manner as may be specilied
by the Commission.

466. Jurisdiction in the dispuaes relating to shareholding 8nd direcaorship. The
registrar shall have no jurisdiction to determine the rights of the parties relating to shareholding
and directorship.

467. Approval of transfer ofshares by the rgents lic€rced by the Commission.- (l) In
case of companies to be notified for the purpose, before making any application for registration
of the transfer of shares to the board the transferor and the transferee shatl appear before the
agent licenced by the Commission under this section; who shall record the statement of both the
partics and forward a cenified copy of the statement so recorded to the company for further
necessary action in such form and manner and subject to such conditions as may b€ specified:

Provided that the provision of this sub-section shall not apply to transfer or transmission
ofshares by operation of law.

(2) The agent licenced under this section shall maintain completc record of all the
statements recorded by him including the documents submitted by the parties, for a period often
years.

(3) The lic.ence under this section may b€ granted by the Commission in the manner and
subject to such conditions, and to the persons having such qualification and infrastructure, as

may be specified.

(4) An agent licenced under this section shall be responsible for the loss caused to any
person due to any fault on his pan, as determined by the Court while deciding a case under
section 126.

(5) The agent licenced under this section may charge the fee for the services rendered by
him, not exceeding th€ limit notified by the Commission.

(6) The Commission may at any time revoke a lic€nce granted under this section on being
satisfied that the agent has failed to comply with any of the terms or conditions to which the
licence is subject:

Provided that, before a licence is so revoked, the Commission shall give to the agent
notice in writing of its intention to do so, and shall afford the association an opportunity to be

heard.

46t. Acceptrnce of documents presented aftcr prcscribed tim€.- (l ) Notwithstanding
anlhing contained in section 479, where any document required under this Act to be filed or
registered with the registrar is presented after the expiry of the prescribed period, the registrar

may accept the same, on payment ofthe fee as sPecified below-
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(a) within ninety days, a fee equivalent to two times;

(b) within one hundred and eighty days, a fee equivalent to three times;

(c) wi&in one year, a fee equivalenr to four times;

(d) within twc years, a fee equivalent to fiye times;

of the prescribed fee payable in respect thereof:

Provided that nothinl contained in this sub-section shall be applicable to the public
inrerest company.

(2) No such documer t as aforesaid shall be deemed to have been filed with the registrar
until the specified fee, has been paid in full.

(3) The acceptance ,)f the document by the registrar under sub-section (l) shall not
absolve the defaulting compiny or other person concemed of any other liability arising from the
default in complying with tht requirements ofthis Act:

Provided that no proreeding shall be initiated against the company or any of its officers
on account of delay in filin5 of any document required under this Act to be fited or registered
with the regisrar which is presented by the.company or other person concemed on the payment
of fee as specified under sub-secrion (l) and within the period as specified therein.

469. Fees.- (l) Therr: shall be paid in respect of the several matters mentioned in the
Scventh Schedule the several fees therein, for the time being, specified fees as the Commission
may direct:

Provided that, in the rase ofresolutions to which section 150 applies, not more than one
fee shalt be required for the filing of more resolutions than one passed in the same meeting if
such resolutions are filed witr the registrar at the same time.

(2) All fees paid in prrrsuance ofthis Act shall be accounted for to the Commission.

(3) Any document required or authorised by this Act to be filed by a company with t}re

registrar shall not be deeme,l to haye been so filed until the fee payable in respect thereof has
been duly paid and either th,; original receipt or other proof acceptable to the registrar has been
fumished to him.

470. Power to sp€ci,i fecs chargerblc by companies.- The maximum limits of fees to
be paid to or charged by corrpanies and liquidators from members, crediton or other persons for
supply of copies of documents, inspection of records and other services as are required to be
provided under this Act shall be such as may be specified.

471. Filing of docunrcnb elecaronicrlly.- (l ) The Commission may provide any means
or mode for filing, any docurnent, retum or application required to Ue ntea, toagea or submiUea
wrth the commission or the registar under this Act or thi rules or regurations made thereunder
elechonically.



239

(2) Any additional information or document required to be submined along with any
document to be filed under this Act shall also b€ submitted through electronic means including in
a scanned form.

(3) Ary document tc be submitted electronically shall be authenticated by the companies
by affixing electronic signature or advanced electronic signature, as required under th€
Electronic Transactions Ordinance, 2002, (Ll of 2002).

(4) From the date appointed by the Commission through notification in the official
Gazette any document, retum or application requird to be filed, lodged or submitred with rhe
Commission or the registrar under this Act or the rules or regulations made thereunder, shall only
be lodged, filed or submitted electronically through e-service or ahy other means or sewice
provided by the Commission for this purpose:

Provided that the Commission may relax the requirement ofthis section for a company or
class of comparies, for such document, retum or application ard for such time as may be notified
from time to time.

472. Destruction of physical record.- The record of the companies including the
statutory retums and applications, maintained by the registrar and the Commission under this Act
or the company law shall be preserved for such period as the Commission may detemine and
may be destroyed in the manner as may be specified:

Provided flrrther that the physical record converted into electronic form in terms of first
proviso, shall be admissible as an evidence in all legal proceedings and for all purposes.

473. Supply of documents, inform8tion, notices to the members electronically.- (l)
After a date notified by the Commission, the information, notices and accounts or any other
document to be provided by the company to its members under this Act, shall only be provided
electronically on the email address provided by the members.

(2) A member requiring the supply of any of the document mentioned in suEsection (l )
in physical form shall bear the cost as fixed by the company.

, 474. Enforcing compliance with provisiors of AcL- (1) lf a company, having made
default in complying with any provision of this Act or commifted any other inegularity fails to
make good the default or undo the inegularity, as the case may be, within thirty days after the
service of a notic€ on the company requirin8 it to do so, the Commission may, of its own motion
or on an application made to it by any member or creditor of the company or a reference by the
registrar and, in the case of a listed company, besides other persons as aforesaid, on a reference
by the securities exchange, make an order directing the company and any ofiic€r thereof, as the
case may be, to make good the defauh or undo the inegularity or otherwise make amends, as the
circumstances may require, within such time as may be specified in the order.

(2) Any such order may provide that all costs of and incidental to the application or
reference shall be bome by the company or by an officer of the company responsible for the
defauh.

(3) Nothing in this section shall be taken to prejudice the oP€ration of any enactment

imposing penalties on a company or its officers in respect ofany such default as aforesaid.
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475. Power of Court tryirg offences under Act to direct compliance with the
provisions.- The Court, the Commission, the registrar or other officer trying an offence for a

dt:fault in compliance with iry provisions or requirements of this Act may, at any time during
the pendency of the trial or at the time of passing final order, direct, without prejudice to any

liability, any officer; auditor or employee of the company in resp€ct of which the default has

been committed to undo th(: inegularity including but not limited to unwinding the unlawful
transaction or to comply with the said provisions or requirements within srrch time as may be
specified in the order.

LEC AL PROCEEDINGS, OFFENCES,++q

476. Offenccs to br cogniable.-Notwithstanding anlthing contained in the Code of
Criminal Procedure, 1898 (\ of lt9E) or any other law, save as expressly provided otherwise in
this Act or in the Eighth Schr:dule, any offence in which punishment of imprisonment is provided
ulder this Act shall be cognizable by the Commission only and shall be proceeded in accordance
with section 3t of the Secrrities and Exchange Commission of Pakistan Act, 1997 (XL[ of
l!)97) and this Act.

477. Complaint to the court by the Commission, registrar, member or creditor in
case of cert in olTences.-(l) Offences provided in the Eighth Schedule under this Act which is

alleged to have been committed by any company or any olficer or auditor or a.ny other person

shall not be taken cognizanc(j by the couG except on the complaint in writing of-

(a) the Commission through its authoris€d ofiicer or the registrar; or

(b) in the case ofa company having a share capital, by a member or members holding
not less than ive percent ofthe issued share capital ofthe company or a creditor
or creditors of the company having interest equivalent in amount to not less than
6ve percent ofthe issued share capital of the company; or

(c) in the case ol a company not having a share capital, by any member or creditor
entitled to pr€sent a pedtion for winding up of the company:

Provided that nothing in this suusection shall apply to a prosecution by a company of
ary of its officers or employ,:es:

Provided further that the complaint filed under this section shall not require formal
procedure as provided under section 38 of the Securities and Exchange Commission of Pakistan
Act" 1997 (XLII of 1997) and such complaint shall be taken cognizance by the crurt in
accordance with Chapter X\l of Code ofCriminal Procedure, l89t(ActVofl898).

a,

(2) Sub-section (l) shall not apply to any action taken by the liquidator ofa company in
r€spect of any offence allegt:d to have beeh committed in respect of any of the maners included
in Part-X or in any other pro rision ofthis Act relating to the winding up to companies.

. (3) A liquidator ofa oompany shall not be deemed to be an officer ofthe company within
the mearing ofsub-section ( ).

_47E. 
Penalty to be irnposed by the Commission._ Wherever a penalty is provided forar'y offence, contravention ( f or default in comprying r"rtrr, any or ihe provisions of this Act,



24t

rules or regulations made under this Act such penalty shall be imposed by the Commission after
providing a reasonable opportunity of hearing to the party.

479. Adjudicstion of o(fences aod standard scale of penalty.-(l) There shall be a

standard scals of penalty for offences under this Act, which shall be known as "the standard
scale".

(2) The standard scale consists of-

Lcvcl Limit of penalty Per day penalty
during which ahe

default continues

2

3

Upto Rs.25.000

Upto Rs.500.000

Upto Rs.100 million

tipto Rs.500

Upto Rs.1.000

upro Rs.500,000

(3) Where a penalty is provided for any offence, contravention of, or default in
complying with, any of the provisions of this Act or a directive of the Commission or the
rcgistrar or other authority empowered to issue a directive under any provisions of this Act, it
shall be adjudged and imposed-

(a) where any person shall be liable to a penalty of level l, by the o{ficer who is incharge of
the company registation office in which the company is registered:

Provided that the Commission and the registrar shall have concurrent jurisdiction
under this clause;

(b) where any person shall be liable to a penalty of level 2, by the registrar designated for the
purpose:

Provided that the Commission shall have concurrent jurisd iction under this clause;
and

(c) where any person shall be liable to a p€nalty oflevel 3, by the Commission or an oflicer
authorised by it.

(4) Notwithstanding an),thing contained in sub-section (2), the Commission may, by an
order in writing empower any officer to exercise the powers conferred by the said sub-section in
respect of any case or class of cases. either to the exclusion of, or concurrently with, any other
o{Ticer-

(5) The penalty as aforesaid shall be imposed after giving the person concemed an

opportunity to show cause why he should not be punished for the alleged offence, contravention,
default or non-compliance and, if he so requests, after giving him an opportunity of being heard
personally or through such person as may be specified.

(6) The penalty imposed under this section by the Commission, the registrar designated

for the purpose or the officer incharge of the company registration offrce, shall be without



prejudice to any other acti('n for the violation or contravention as provided under the relevant
provision oflhis Act.

480. Appeal againsr orde. passed by oflicer ofthe Commission. Any person aggrieved
by any crder passed under this Act may, within thirty days of such order, except as otherwise
provided in this Act, prefer im appeal to

(a) the registrar desi gnated by the Commission against the order passed by an
additional registrirr, a ioint registrar, an additional ioint registrar, a deputy
registrar or an assistant registrar or such other officer as may be designated by
the Commission; and

(b) officer authorized b1 the Commission where the order has been passed or upheld by the
regiltrar designated rrnder clause (a) by the Commission.

481. Appeal before lhe Appellate Bench.' Any person aggrieved by an order passed by
the registrar or an officer aurhorized by the Commission under section 480, may prefer an appeal
to the Appellate Bench of the Commission under section 33 of the Securities and Exchange
Commission ofPakistan Acl. 1997 (XLlt OF 1997):

Provided that no app,)al shall lie against-

(a) an administrative direction given by a Commissioner or an officer ofthe Commission;

(b) a sanction provided or decision made by a Commissioner or an officer ofthe
Commission to conrmence legal proceedings; and

(c), an interim order which does not dispose ofthe entire matter

4t2. Adjudication of offences involving imprisonmenL- Notwithstanding anyhing
contained in the Code of Cririnal Procedure, I E9E (Act V of l89E), no court other than court of
sessions or such other court as may be notified under section 37 ofthe Securities and Exchange
Commission of Pakistan Act, 1997(XLII of 1997), shall take cognizance of any offence
prrnishable with imprisonment or imprisonment in addition to fine under this Act.

4t3. Powers of the,Sommission in relation to enquiries and proceedings. {I) The
Commission, an authorised ( fficer or the registrar. as the case may be, shall, for the purposes of
a proceeding or enquiry in er ercise of its or his powers and discharge of functions, have the same
powers as are vested in a Corrt under the Code of Civil Procedure, 1908 (Act V of l90E). while
trj,ing a suit, io respect ofthe following matters, namely-

(a) summoning and enfo cing the attendance of anv witness and examining him on oath or
affirmation:

(b)

(c)

(,1)

compelling the discovery or production ofany document or other material object;

receiving evidence on affidavit; and

issuing commissions f)r the examination ofwitnesses and documents.
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(2) Any proceeding before the Commission, an authorised officer or registrar, as the case
may be. shall be deemed to be a judicial proceeding within the meaning of section 193 and
section 228 of the Pakistan Penal Code, lt60 (Act XLV of 1860). ard the Commission, an
authorised officer or registrar shall be deemed to be a civil court for the purposes ofsection [95
and Chapter XXXV ofthe Code ofCriminal Procedure, 1898 (Act V of I E9E).

484. Procedurc for trial of a corporate body.-(l) In any proceedings against a body
corporate for an offence against any provisions of this Act a notice to show cause or appear may
be sent to or served on the body corporate by registered post or in any other manner laid down
for the service of summons issued by a court under the Code of Civil Procedure, 1908 (Act V of
l90E). at its registered office, or ifthere is no registered office at its principal place of business in
Pakistan and where no such office is known to exist or is not functioning, at the address of the
chiefexecutive or any director or officer of the body corporate.

(2) On service ofthe notice referred to in sub-section (l), it shall be the duty ofthe chief
executive and other officers of the company to show cause or appear before the Court,
Commission. registrar, other officer or authority himself or by a counsel or by an officer or other
authorised representatiye ofthe body corporate who may be in a position to answer the charge as

may be specified in the notice.

(3) Where a body corporate does not appear in the manner aforesaid, the Court,
Commission. registrar or officer trying the offence, as the case may be, may either issue a

directive to the chief executive or other omcer of the body corporate as is referred to in sub-
section (2) to appear personally and answer the charge, or, at its or his direction, proceed to hear
and decide the case in the absence ofthe body corporate.

4E5. Recovery of penalty.- Any sum adjudged, penalty imposed by the Commission or
the registrar in exercise of powers under this Act or any rules or any regulations made thereunder
or directed to be paid, shall be recovered in accordance with section 428 of the Securities and

Exchange Commission ofPakisan Act, 1997(XLll of 1997).

4E6. Prosecution of offences by the Commission,-All prosecution conducted by the

Commission under this Act shall be made in the manner as provided in section 38 of Securities
and Exchange Commission ofPakistan Act, 1997(XLII of 1997).

467. Appeal agaillst acquittsl. Notwithstanding anlthing contained in the Code of
Criminal Procedure, l89E (Act V of 1898), the Commission may, in any case arising out ofthis
Act, direct any officer of the Commission or authorise any other person, either by name or by
yirtue of his office, to preseni an appeal from an order of acquittal passed by the court other than
a Coun and an appeal presented by such prosecutor or other person shall be deemed to have been
validly presenred to the appellate court.

486. Payment of compensation in cases of frivolous or vexatious prosecution.--{ I ) In
respect of any case instituted upon the complaint ofa member or creditor against the company or
any officer thereof under section 477, the following provisions shall apply instead of the
provisions o f section 250 of the Code of Crim inal Procedure, I 89E (Act V of I 898).

(2) If the Court, omcer, Commission or registrar by whom any such case is heard

discharges or acquits all or any ofthe accused, and is ofopinion that the accusation against them

or any of them was false and either fiiyolous or vexatious, the Coun, officer, Commission or



re!.istrar, as the case may be. may by its or his order of discharge or acquittal, if the member or
creditor upon whose complailt the accusation was made is present, call upon him forthwith to
show cause why he should rot pay compensation to such accused, or to each or any of such

accused when theie is more .han one, or if such member or creditor i! not present, direct the

issue ofa summons to him to appear and show cause as aforesaid.

(3) The Court. officer, Commission or registrar, as the case may be, shall record and

consider any cause which such nrember or creditor may show; and if it or he is satisfied that the
acc:usation was false and eith:r fiivolous or vexatious, it or he may, for reasons to be recorded,
direct thd compensation to such amount as it may determine be paid by such member or
creditor, as the case may be, to the accused or to each or ariy ofthem not exceeding one million
rupees in all.

(4) In default of paym:nt ofthe compensation ordered under sub-section (3), the member
or creditor ordered to pay sulh compensation shall suffer simple imprisonment for a term not
exr:eeding one year. and shall also be liable to a fine not exceeding one hundred thousand rupees.

(5) When any person is imprisoned under sub-section (4), the provisions of sections q8

anrl 69 ofthe Pakistan Penal Oode, 1860 (Act XLV of 1860) shall, so far as may be, apply.

(6) No person who hrs been directed to pay compensation under this section shall, by
reason of such order, be exeffpted from any civil or criminal liability in respect of the complaint
made by him:

Provided that any amount paid to an accused person under this section shall be taken into
account in awarding compen;ation to such person in any subsequent ciyil suit relating to the

same matter.

(7) A complainant wh,r has been ordered to pay compensation under sub-section (3) may
appeal from the order, in so far as it relates to the payment of compensation, as if such
cornplainant had been convictld on a trial.

(8) where an order frr payment of compensation to an accused person is made, the
amount of compensation rec( vered shall not be paid to fiim before the period allowed for the
presentation of the appeal unc er sub-section (7) has elapsed; or, if an appeal is presented, before
the appeal has been decided.

(9) Nothing containec in the Code of Criminal Procedure, 1898 (Act V of 1898) or
an),thing contained in this seo ion shall be applicable to the authorized officer ofthe Commission
or the registrar and all actio.s by such of{icer or registrar shall deemed to be validly done in
good faith and no compensation or suit for damages shall lie, whatsoever.

4E9. Application of fines or penalties.{1) The Court, oIficer, Commission or registrar
imposing any fine or penalty r nder this Act may direct that the whole or arly part thereofshall be
applied in or towards-

(i, payment ofcosts ofth( proceedings;

(tr) rewarding the person or whose information the fine or penalty is recovered; and
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(c) payment to an aggrieved party ofcompensation for any loss caused by the offence

(2) Any amount recovered as fine or penalry which is not applied as aforesaid shall be
accounted for in accordance with section 40AA of the Securities and Exchanse Commission of
Pakistan Act, 1997 (XLII of 1997).

490. Productior ard inspection of books where offence suspected.-{l) Without
prejudice to the powers otherwise exercisable by the Commission or any of its authorised
officers or registrar, or person under this Act, the Court in Chambers may, on aD application
made by a public prosecutor or the Attorney-General for Pakistan or the Advocate-General ofthe
Province or an officer authorised by the Commission in this behalf or by a special public
prosecutor appointed under section 38 of the Sequrities and Exchange Commission of Pakistan
Act, 1997 (XLll of 1997) or by the registrar, if it is shown that there is reasonable cause to
believe that any person has, while he was an officer of a company, committed aR offence in
connection with the management ofthe company's affairs, and that evidence ofthe commission
of the offence is to be found in any books or papers of or under the control of the company or
any officer or agent ofthe company, make an order-

(a) authorising any person named therein to inspect the said books or papers or any ofthem
for the purpose of investigating, and obtaining evidence of the commission of, the
offence: or

(b) requiring the chief executive of the company or such other officer thereof or person as

may be named in the order, to produce the said books or papers or any of them to a
person, and at a place and time, named in the order.

(2) Sub-section (l) shall apply also in relation to any books or papers ofa person carrying
on the business of banking so far as they relate to the company's affairs, as it applies to any
books or papcrs of or under the control of the company, except that no such order as is referred
to in clause (b) thereofshall be made by virtue ofthis sub-section.

(3) No appeal shall lie fiom a decision under this section

491. Power to require limited company to giye security for costs.-Where a limited
company is plaintiff or petitioner in any suit or other legal proceeding, the Court having
jurisdiction in the matter may, if it appears that there is reason to believe that the company will
be unable to pay the costs of the defendant if successflrl in his defence, require sufficient security
to be given for those costs, and may stay all proceedings until the securiry is given.

492. Power of Court to grant relief in certain cases, -{l) If in any criminal proceeding
for negligence, default, breach of duty or breach of trust against a person to whom this section
applies, it appears to the Court, hearing the case rhat that person is or may be liable in respect of
the negligence, default, breach of duty or breach of trust, but tliat he has acted honestly and

reasonably, and that having regard to all the circumstances ofthe case, including those connected
with his appointment, he ought fairly to be excused for the negligence, default, breach of duty.or
breach of trust, the Couft, may relieve him, either wholly or partly, from his liabiliy on such
terms as the Court may think fit.

(2) Where any person to whom this section applies has reason to apprehend that any

claim will or might be mdde against him in respect of any negligence, default, breach of duty, or
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brcach of trust. he may applv to the Court for relief. and the Court on any such application shall
have the same power to relie,,e him as ifproceedings against that person tbr negligence, default,
broach ofduty or breach oftr[st had been brought before the Court.

(3) The persons ro wh )m this section applies are the following namely-

(a)

(b)

(c)

(d)

directors of a compan'r;

chief executive of a c(,mpany;

officers ofa company

persons employed by a company as auditors, whether they are or are not officers of the
company;

(e) Iiquidator ofa comparry

(4) The Court shall nct grant any reliefto any person under sub-section (l) or sub-section
(2) unless it by notice servrd in the manner specified by it requires the Commission or the
registrar and such other per:on, if any, as it thinks necessary to show cause why such relief
should not be granted.

493. Enforcement ol orders of Court.-Any order made by the Court under this Act
may be enforced in the same ranner as a decree made by a Court in a suit.

494. Enforcement of orders of Court by other courts. ll ) Where any order made by
the Court is required to be ,:nforced by another Coun. a certified copy of the order shall be
prr uced to the proper officer ofthe Court required to enforce the order.

(2) The production ol'such certified copy shall be sufficient evidence ofthe order

(3) Upon the producti:n of such certified copy, lhe Court shall take the requisite steps for
enforcing the order, in the saroe maoner as if it had been made by itself.

495. Protectiol of ircts done in good faith.- No suit, prosecurion or other leBal
pnrceeding shall lie against tlre Covemment or the Commission or any officer ofGovemment or
the Commission or the regist|ar or any other person in respect of anlthing which is in good faith
done or intended to be done in pursuance of this Act or any rules or regulations or orders made
thcreunder or in respect of the publication by or under th€ authority of the Govemment,
Commission or such oIficer of any report, paper or proceedings.

' 496. Pcndq/ for fslse statement, falsification, forgery, fraod, deception.-
(l rNotwithstanding anything contained in the Criminal Procedure Code, 1898. (V of lE98) or
any other law, whoever in rel ltions to affairs of the company or body corporate-

(a) makes a statement or riubmit any document in any form, which is false or incorrect in anv
material particular, or omits an^y_material fact, knowing it to b€ material, in any retuni,
report, certificate, sta emenf of financial position, profit and loss account, income andexpenditure account, offer of shares, books of account, application, information orexplanatioo required 5y or for the purposes ofany of the'frovisions of this Act or
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pursuant to an order or direction given under this Act with an intention to defraud, or
cheat the Commission or to obtain incorporation or to avoid any penal action for an
offence under this Act or administered legislation;

(b) makes any false entry or omits or aher any material particular fiom books, paper or
accounts wrth an intent to defraud, destroy, alter or falsifies any books of account
belonging to or in his possession shall commit an offence offalsification ofaccount;

(c) submit, present or produce any forged or fabricated document. knowingly to be forged or
fabricated, to the Commission for the purposes of cheating or cheating by personatron or
to obtain any wrongful gain or wrongful loss or to avoid any penal actton for an offence
under this Act or adnrinistered legislation; or

(d) employ any scheme, artifice or practice in the course of business of the company to
deFraud or deceire general public:

shall be punishable with imprisonment which shall not be less than one year but which may
extend to seven years and shall also be liable to fine which shall not be less than the amount
involved in the fraud but may extend to three rimes the amount involyed in the offence:

Provided further that in case ofoffence involves public interest, the term ofimprisonment
under this section shall not be less than three years along with fine.

Explanation.-+or the purpose of this section-

(i) "fiaud" in relation to affairs of the company or body corporate shall mean doing a thing
with an intent to defraud other person;

(ii) "wrongfirl gain" means the gain by unlawful means ofproperty to which the person
gaining is not legally entitled;

(iii) "wrongful loss" means the loss by unlawful means of property to which the person losing
is legally entitled.

(iv) "cheating, cheating by personation, falsification ofaccounts or forgery or forgery for the
purposes ofcheating' shall have the same meanings as assign to it in Pakistan Penal
Code, 1860 (XLV of 1860).

(2) All offences under this section shall be non-bailable and non-compoundable.

497. Perlalty for wrongful withholding of property.{1) Any director, chief executive
or other officer or employee or agent of a company who wrongfully obtains possession of any
properry of the company, or having any such property in his possession wrongfully withholds it
or wilfully applies it to purposes other than those expressed or directed in the articles and
authorised by this Act shall, on the complaint of the company or any creditor or contributory
thereof or a memorandum placed on record by the registrar or an officer subordinate to him, be
punishable with a fine not exceeding one million rupees and may be ordered by the Court, or

officer, Commission or registrar or the concemed Minister-in-Charge ofthe Federal Govemment

trying the offence, to deliver up or refund within a time to be fixed by the said Court, officer,

commission or registrar or the concemed Minister-in-charge of the Federal Govemment any
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such property improperly obtained or wrongfully withheld or wilfully misapplied and any gain or
benefi t derived therefrom.

(2) Whoever fails to :omply with an ,irder under sub-section ( l), shall be punishable with
imprisonment for a term wh ch may extend to three years and shall also be liable to a fine which
may extend to five hundred thousand rupees.

49E. Liability ofdirectors for allotment of shares for inadequate consideration. {I)
Any director, creditor or me nber ofa company may appiy to the Coun for a declaration that any

shares of the company specified in the application have been allotted for inadequate

consideration.

(2) Every director of the company who is a parry to making the allotment of such shares

shall be liable. jointly and ;everally with his co-directors, to make good to the company the
arnount by which the consideration actually received by the company for the shares is found by
the Coun, after full inquiry into the circumstances of the transaction, to be less than the
consideralion thal the compirny ought to have received for such shares, if it is proved, as to any
such first mentioned director. that such director-

(a) had knowledge that the consideration so received by tle company was inadequate; or

(b) failed to take reasonrble steps to ascertain whether such consideration so received by the
company was in fact adequate.

499. Punishment for non-compliance o[ directive of Court r-€t€' {l) Where any

directive is given or order is issued by the Court, the officer, the Commission, the registrar or the

c<rncemed Minister-in-Chart,e ofthe Federal Govemment under any provision ofthis Act, non-
c<rmpliance thereof within the period specified in such direction or order shall render every
olficer of the company or (ther person responsible for non-compliance thereof punishable, in
a<ldition to any other liability, shall be liable to a penalty oflevel 3 on the standard scale.

(2) If non-complianr e or failure continues after conviction under suEsection (l), the
ollicer or other person who is a party to such non-compliance or failure shall be liable to
prrnishment with imprisonnrent which may extend to one year and fine not exceeding ten
thousand rupees for every d ry after the first during which such non-compliance continues, and
shall further ceas€ to hold o:fice in the company and be disqualified fiom holding any office in
any company for a period ol five years.

500. Penalty for carrying o\ ulfio vires business.-If any business or part of business
carried on or any transactiol made. by a company is ultro vires of the company shall be an
olfence and every person wh: acted as a director or officer ofthe company and is respxrnsible for
carrying on such business shall be liable to a penalty of level 3 on the standard scaie, and shall
also be personally liable fcr the riabilities and obligations arising out of such business or
trat[lsaction.

501. Penalty for improper use of word ..Limited.._lf any person or persons trade orcarDr on business under, or otherwise use or display, any name oi titt. of which the word"Limited" or rhe words .t ,rivare) 
. 
Limited.. or'..r6u#nteei Liri,.a- o, ..(SMC-private)

Lirnited ' or any conrraction ,r imitation r'e.eor i. or are ttre # ;;';, words. rhal person oreach ofthose persons sha,' u'rress dury incorporated *i,t ii.i,J ri"'iirirv or as a private rimited
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company or with the Iiability of members limited by guarantee, as the case may b€, be liable to a
penalty oi level 3 on the standard scale.

502. Penalty wherc no specific penalty is provided.-If a company or any other person

conravenes or fails to comply with any provision of this Act or any condition, limitation or
restriction subject to which any approval, sanction, consent, confirmation, recognition, direction
or exemptiol in relation to any matter has been accorded, given or granted, for which no
punishment is provided elsewhere in this Act, the company and every officer of the company
who is in default or such other person shall be liable to a penalty of level 3 on the standard scale.

503. Power ao accord approval subject to conditions.-{t) Where the Commission or
registrar is required or authorised by any provision ofthis Act-

(a) to accord approval, sanction, consent, confirmation or recognition to or in
relation to any matter;

(b) to give any direction in relation to any ma$er; or

(c) to grant any exemption in relation to any matter,

then, in the absence of anlthing to the contrary contained in such or any other provision of this
Act, the Commission or registrar may accord, giye or gant such approval, sanction, consent,
confirmation, recognition, direction or exemption subject to such conditions, limitations or
restriqions as the Commission or registrar may think fit to impose and may, in the case of
contravention of any such condition, limitation or restriction, rescind or withdraw such approval,
sanction, consent, confirmation, recognition, direction or exemption.

(2) Save as otherwise expressly provided in this Act, every application which may be or
is required to be made to the Commission or registrar under any provision ofthis Act-

(a) in respect of any approval, sanction, consent, confirmation or recognition to be

accorded by the Commission or rcgistrar, or in relation to, any matter; or

(b) in respect of any direction or exemption to be given or granted by the
Commission or registrar to or in relation to any other matter; or

(c) in respect ofany other matter;

shall be accompanied by fee specified in the Seventh Schedule

504. Delegation of powers.-The concemed Minister-in-Charge of the Federal
Govemment may, by notification in the official Gazette, direct that all or any of his prowers and
functions under this Act may, subjecr to such limitations, restrictions or conditions, if any, as he
may from time to time impose, be exercised or performed by the Commission or an officer
specified for the purpose.
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505. Applicatlon o[ Act to companies governed by special cnacaments.-(l) The
provisions ofthis Act shall apply-

(a) to insurance companies, except in so far as the said provisions are inconsistent with the
provisions of the Insrrrance Ordinance. 2000 (XXXIX of 2000)i

(b) to banking conipanir:s, except in so far as the said provisions are inconsistent with the
provisions ofthe Bar&ing Companies Ordinance, 1962 (LVII of 1962):

(c) to modarabo comp;nies zr,d modarabas, except in so far as the said provisions are

inconsistent with the provisions of the Modaraba Companies and Modaraba (Floatation
and Control ) Ordinance, l9E0 (XXXI of 1980);

(d) to any other company govemed by any special enactment for the time being in force,
except in so far as the said provisions are tnconsistent with the provisions ofsuch special
enactments.

(2) The provisions ,)f sections 130, 132,220 to 239,247 to 267,270 and 271 shall
nulotis mulandis apply to liited companies or corporations established by any special enactment
for the time being in force whose securities are listed and in the said sections the expression
"company" shall include a listed company so established:

Proyided that the Commission may, by notification in the official Gazette, direct that the
provisions of any of the aforesaid sections specified in the notification shall, subject to such
conditions, if any, as may be so specified, not apply to any listed company or securities so

specified.

SCHEDULES, TABLES, FORMS AND GENERAL RULES

506. Forms.- The fc rms in the schedules or forms as near thereto as circumstances admit
and such other forms as may be prescribed in the rules or specified through regulations shall be
used in all matters to which lhose forms refer.

507. Power to alter schedules.-(l) The concemed Minister-in-Charge of the Federal
Ciovemment may, by notifi )ation, in the olYicial Cazette, alter or add to, the Sixth and Eighth
Schedules.

(2) The Commislion may, by notification in the official Gazefte, alter or add to any ofthe
tables, regulations, requirenrents, forms and other provisions contained in any ofthe schedules
e{cept Sixth and Eighth S,;hedules, and such alterations or additions shall have effect as if
enacted in this Act and srall come into force on the date of the norification- unless the
notifi cation otherwise direct i.

508. Power ofthe Federal Government to make rules. (l) In addition to the powers
conferred by any other section, the Federal Govemment may, by notification in the official
Cazefte, make rules-

(a) for the matters which by this Act are ro be prescribed;

(b) for establishment and regulating the activiries ofany company or class ofcompanies; and
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(c) generally to carry out the purposes ofthis Act

Provided that, before making any such rule, the draft thereof shall be published by the
concemed Minister-in-Cha!-ge of the Federal Govemment in the official Gazetle for eliciting
publc opinion thereon within a period of not less than fourteen days fiom the date of
publication.

(2) Any rule made under sub-section ( l) nray provide that a contravention thereofshall be

punrshable with a penalty which may extend to five million rupees and, where the contravention
is a continuing one, \,yith a further penalty which may extend to one hundred thousand rupees for
every day after the first during which such contravention continues.

509. Repeal and savings.-{l) The Companies Ordinance, l9E4 (XLVII of 1984),
hereinafter called as repealed Ordinance, shall stand repealed, except Part VIIIA consisting of
sections 282A. to 282N, from the date of coming into force of this Act and the provisions of the
said Pan VIIIA along with all related or connected proyisions ofthe repealed Ordinance shall be
applicable mutqtis mutqndis to Non-banking Finance Companies in a manrer as if the repealed

Ordinance has not been repealed:

Provided that repeal ofthe repealed Ordinance shall not-

(a) affect the incorporation ofany company registered or saved under repealed Ordinance;
or

(b) revive anything not in force at the time at which the repeal take effect; or

(c) affect the previous operation of the repealed Ordinance or anlthing duly done or
suffered thereunder; or

(d) affect any right, privilege, obligation or liability acquired, accrued or incurred under
the said repealed Ordinancei or

(e) affect any penalty imposed, forfeiture made or punishment awarded in resp€ct of any
offence committed under the repealed Ordinance; or

(0 affect any inspection, investigation, prosecution, legal proceeding or remedy in respect
of any obligation, liabiliry, penalty, forfeiture or punishment as aforesaid, and any
such inspection, investigation, prosecution, legal proceedings or remedy may be made,
continued or enforced and any such penalty, forfeiture or punishment may be imposed,
as if this Act has not been passed.

(2) Notwithstanding the repeal of the repealed Ordinance-

(a) any document referring to any provision ofthe repealed Ordinance shall be construed
as referring, as far as may be, to this Act, or to the cofiesponding provision ofthis Act;

(b) all rules, regulations, notification, guideline, circular, directive, order (special or
general) o[ exemption issued, made gr granted under the repealed ordinance shall

haye effect as if it had been issued, made or gmnted under the corresponding provision

ofthis Act unless repealed, amended or substituted under this Act;
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(c) any official appointed and any body elected or constituted under repealed Ordinance
shall continue and shall be deemed to have been appointed, elected or constituted, as

the case may be, ur der the corresponding provision ofthis Act;

(d) all funds and accornts constituted or maintained under the repealed Ordinance shall be
de€med to be in continuation of the conesponding li-rnds and accounts constituted or
maintained under tlris Act,

(e) every mongage anJ charge recorded in any register or book maintained at any office
under the repealed Ordinance shall be deemed to have be recorded in the register or
book maintained urrder the corresponding provisions ofthis Acti

(f) any licence, certilicate or document issued, made or granted under the repealed
Ordinance shall be deemed to have been issued, made or granted under this Act and
shall, unless canct lled, in pursuance of any provisions of this Act, continue to be

inforce until the da,e specified in the licence, certificate or documents.

(3) The mention of particular matters in this section or in any other section of this Act
shall not prejudice the generrl application of section 6 of the General Clauses Act, lE97 (X ol
I t97), with regard to the efle rt ofrepeals.

(4) After the comnrencement of this Act, the expression Companies Ordinance,
I984(XLVII of 1984) and arLy referring sections thereof, used in any law for the time being in
force including all adminiitered legislation and rules, reguluions and guidelines made
thereunder, shall be read ar Companies Act, 2016 along with conesponding provisions of
Companies Act, 2016 unless lhe context requires otherwise.

510. Power to issue ,lirectives, circulars, guidelines.-(l ) The Commission may issue

such directives, prudential lequirements, codes, guidelines, circulars or notifications as are
necessary to carry out the purposes ofthis Act and the rules and regulations made under this Act.

(2) Any person, who obsFucts or contravenes or does not comply with any directive,
prudential requirements, codr:s, circulars or notifications, given under this section shall be liable
to a penalry of level 3 on the itandard scale.

511. Power of the C,)mmission to permit use of Urdu pords of abbrcviations.-The
Commission may, by notific?tion in the official Gazette, permit use ofan Urdu equivalent ofany
English word or term requited to be used pursuant to or for the purposes of this Act or an
abbreviation ofany such wor,l or term instead ofsuch word or term.

512. Power to mak( regulations.- (l) The Commission may, by notification in the
official Gazette, make such r( gulations as may be necessary to carry out the purposes ofthis Act:

. Provided that the po*er to make regurations confened by this section shal be subject to
the condition ofprevious publication and before making any regulations the draft thereofshaI bepubli5hed in the manner corsidered most appropriate by the commission for ericiting pubric
otlinion thereon within a perir'd ofnot less than fourteen days fiom the date ofpublication-. '



253

(2) Any regulatio[ made under sub-section (l) may provide that a contravention thereof
shall be punishable with a penalty which may extend to five million rupees and, where the
contravention is a continuing one, with a fi-rrther penalty which may extend to one hundred
thousand rupees for every day after the first during which such contravention continues.

513. Validation of lews.{l) All amendments made to the Companies Ordinance, 1984
(XLVII of I9t4) or any administered legislatron through various Finance Acts shall be deemed
to have been validly made from the date ofcommencement ofsuch Acts.

(2) Notwithstanding anything contained in any other law, all orders made, proceedings
taken and acts done, niles, regulations, instructions, notifications and other legal instruments
made at any time before the prod,rulgation of companies Ordinance, 1984 (XLVII of 1984) or
any administered legislation, including appeals decided by the Appellate Bench of the
Commission or authorization of investigation, enquiry and inspection by the Federal
Govemment, the Commission or any officer of the Commission under delegated authority, the
registrar or any other officer having authority under the law in exercise or purported exercise of
powers undq amendments made to Companies Ordinance, l9t4 (XLVll of 1984) or any
administered legislation through various Finance Acts, and that have now been promulgated as

well as affirmed in terms of sub-section (l ) of this section, are declared and afiirmed to have

been and shall be deemed to have always been, validly made, decided, taken or done.

5i4. Former registrstioh offices &nd registers continucd.- (l) The offices existing at
the commencement of this Act for registralion of companies shall be continued as if they had
been established under this Act.

(2) Any book of account, book or paper, register or document kept under the provisions
of any previous law relating to companies shall be deemed pan ofthe books ofaccounts, book or
paper, register or document to b€ kept under this Act.

515. Removsl of dilliculty.-lf any difficulty arises in giving effect to any provision of
this Act, the concemed Minister-in-Charge of the Federal Govemment may, by notification in
the official Gazette make such provisions as may appear to it to be nec€ssary for the purpose of
remoYing the difficulty.
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FIRST SCHEDULE
TABLE A

(See sections 2 and 36)

PART I
REGULAT IONS FOR IV1ANAGEMENT OF A COMPANY

LIMITED BY SI{ARES

PRELIMINARY
l. (l) In these regulations-

(a) "section" means sectir)n ofthe Act;

(b) "the Act" means the (lompanies Act, 201'7; wrd

(c) "the seal" means the (ommon seal or official seal ofthe company as the case may be.

(2) Unless the cont(xt otherwise requires, words or expressions contained in these
reilulations shall have the sane meaning as in this Act; and words importing the singular shall
inr:lude the plural, and vice yersq, and words importing the masculine gender shall include
ferninine, and words importir g persons shall include bodies corporate.

BUSINESS
2. The directors shall haye rr gard to the restrictions on the commencement of business imposed

b) section [9 if, and so far as, those restrictions are binding upon the company.

SHARES
3. [n case ofshares in the phvsical form, every person whose name is entered as a member in the
register of members shall, i/ithout payment, be entitled to receive, within thirty days after
allotment or within fifteen dirys of the application for registration of transfer, a certificate under
the seal specirying thb share or shares held by him and the amount paid up thereon:

Provided that if the s hares are in book entry form or in case of conyersion of physical
shares and other transferable securities into book-entry form, the company shall, within ten days
after an application is made lbr the registration of the transfer of any shares or other securities to
a central depository, register such transfer in the name of the central depository.

4. The company shall not br) bound to issue more than one certificate in respect of a share or
shares in the physical form, held jointly by several persons and delivery of a certificate for a
share to one ofseveraljoint l olders shall be sumcient delivery to all.

5 If a.share certificate in physicar form is defaced, rost or destroyed, it may be renewed on
payment of such fee, if any, not exceeding one hundred rupees, arrd on such terms, if any, as to
evidence and indemnity and payment ofexpenses incurred by the company in investigating title
as the directors think fit.
6, Except to the extent and in the manner allowed by section g6, no part of the funds of the
company shall be employed n the purchase of. or in ioans upon fie security of. the company.s
shares.



255

TRANSFER A.IID TRANSMISSION OF SHARES

7. The insrrumenr of transfer ofany share in physical form in the company shall be executed both
by the transferor and transferee, and the transferor shall be deemed to remain holder ofthe share
until the name ofthe transferee is entered in the register ofmembers in respect thereof.
8 Shares in physical form in the company shall be fi-ansferred in the following form, or in any
usual or common form which the directors shall approv€: -

Form for Trensfer ofSheres
(First Schedule to the Componies Act, 2017)

1 . . . . . . . . . . . . . . . . . s/o ........................r/o...................... (hereinafter called 'the transferor") in
consideration of the sum of rupees ............................ paid to me by............................. s/o
...................,....r/o.... (hereinafter called "the transferee"), do hereby transfer to the
said transferee....................the share (or shares) with distinctive numbers from
.................to...................inc1usive, in the.............................Limited, ro hold unto the said

transferee, his executors, adminisnators and assigns, subject to the several conditions on which I
held the same at the time of the execution hereof, and l, the said transferee, do hcreby agee to
take the sard share (or shares) subject to the conditions aforesaid.
Aswitnessourhandsthis..................dayof..............................,20......

Signature ............,........
Transferor
Full Name. Father's / Husband's Name
CNIC Number (in case offoreigner,
Passpon Number)
Nationality
Occupation and usual Residential Address

Witness l:

Signature....................date ...........
Name, CNIC Number a.nd Full Address

Signature ......... . .. ... ......
Transferee
Full Name, Father's / Husband's Name
CNIC Number (in case of foreigner,
Passpon Number)
Nationality
Occupation and usual Residential Address
Cell number
Landline numbeq ifany
Emailaddress

Witness 2:

Signature....................date ...........
Name, CNIC Number and Full Address

Brnk Account Details ofTransferee for Psyment of Cash Dividend
(Mandatory in case ofa listed company or optional for any other company)

It is requested that all my cash dividend amounts declared by the company, may be
credited into the following bank account:

Tile of Bank Account
Bank Account Number
Bank's Name
Branch Name and Address
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It is stated that the .Lbove mentioned information is correct and that I \yill intimate the
changes in the above-mentir,ned information to the company and rhe concemed Share Registrar
a\ soon as these occur.

Signature of the Transferee( r,)

9 (l) Subject to the restrictions contained in regulation l0 and t l, the directors shall not refuse
tc, transfer any share unlesl the transfer deed is defective or invalid. The directors may also
suspend the regisftation oftransfers during the ten days immediately preceding a general meeting
or prior to the determinatior of entitlement or rights of the shareholders by giving seven days'
previous nctice in the manner provided in the Act. The direitors may, in case of shares in
physical form, decline to recagnise any instrument oftransfer unless-

a) a fee not exceeding fifty rupees as may be determined by the directom is paid to the
company in resp€ct t lereof, and

b) the duly stamped insrument of transfer is accompanied by th€ certificate ofthe shares to
which it relates, and such other evidence as the directors may reasonably require to show
the right ofthe transferor to make the transfer.

(2) If the directors r)fuse to register a transfer of shares, they shall within fifteen days
alier the date on which the tlansfer deed was lodged with the company send to the transferee and
the transferor notice ofthe r:fusal indicating the defect or invalidity to the transferee, who shall,
ajter removal of such defe:t or invalidity be entitled to re-lodge the transfer deed with the
c0mPany.

Provided that the cornpany shall, where the transferee is a central depository the refirsal
shall be conveyed within five days from the date on which the instrument of transfer was lodged
u ith it notifr the defect or irvalidity to the transferee \yho shall, after the removal ofsuch defect
or invalidity, be enritled to rrtlodge the transfer deed with the company.

TRANSMISSION OF SHARES

[0. The exe€utors, administrators, heirs, or nominees, as the case may be, of a deceased sole
holder of a share shall be the only persons recognised by the company to deal with the share in
accordance with the law. In the case of a share registered in the names of two or more holders,
the suryivors or survivor, or the executors or administrators ofthe deceased survivor, shall be the
only persons recognised by the company to deal with the share in accordance with the lav,,.

I l. The shares or other securities of a deceased member shall be transfened on application duly
srrpported by succession ce tificate or by lawful a,,vard, as the case may be, in favour of thi
s.ccessors to the extent of their interests and their names shall be entered to the register of
members.

l.:1. A person may.on ac-quinng interest.in a company as member, represented by shares, at anytirne after acquisition of such interest deposit with ihe company a nominrtion confedng on apcrson, being the relatives of the member, namely, a ,por"", futh"r, mother, brother, sistir andsrn or daughter, the righr ro prote* the interest oithe legal h;i,. in ;h;;hares of the deceased inthe evenr of his death' as a nusbe and to faciritate ,r," o7r.r!. 
"i.i*"J to ttr" tegut heirs of the
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deceased subject to succession to be detemined under the Islamic law of inheritance and in case
of non-Muslim rnenbers, as per their respective law.

13. The person nominated under regulation l2 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 ofthe company, not being a listed company, the nominee shall also act as dir€ctor ofthe
company to protect the interest ofthe legai heirs.

14. A person to be deemed as a member under regulation I l, 12 and 13 to a share by reason of
the death or insolvency ofthe holder shall be entitled to the same dividends and other advantages
to which he would be entitled if he were the registered holder of the share and exercise any right
conferred by membership in relation to meetings ofthe company.

ALTERATION OF CAPITAL

15. The company may, by special resolution-

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

(b) consolidate and divide rhe whole or any part of its share capital into shares of larger
amount than its existing shares;

(c) sub-divide its shares, or any ofthem, into shares of smaller amount than is fixed by the
memorandum;

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

16. Subject to the provisions of the Act, all new shares shall at the first instance be offered to
such persons as at the date of the offer are entitled to such issue in proportion, as nearly as the
circumstances admit, to the amount of the existing shares to which they are entitled. The offer
shall be made by letter of offer speci$ing the number of shares offered, and limiting a time
within which the offtr, if not accepted, will deem to be declined, ard after th€ expiration of that
time, or on the receipt of an intimation fiom the person to whom the offer is made that he
declines to accept the shares offered, the directors may dispose of the same in such manner as

they think most beneficial to the company. The directors may likewise so dispose of any new
shares which (by reason ofthe ratio which the new shares bear to shares held by persons entitled
to an offer of new shares) cannot, in the opinion of the directors, be conveniently offered under
this regulation.

17. The new shares shall be subject to the same provisions with reference to transfer,
transmission and otherwise as the shares in the original share capital.

t8. The company may, by special resolution-

(a) consolidate and divide its share capital ioto shares of larger amount than its existing
shares;

(b) sub-divide its existing shares or any of them into shares of smaller amount than is fixed
by the memorandum ofassociation, subject, nevertheless, to the proyisions of section E5;
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(c) cancel any shares which, at the date ofrhe passing ofthe resolution, have not been taken
gr agreed to be taken by any person.

19. The company may, by sp Jcial resolution, reduce its share capital in any manner and with, and
subject to confi.mation by th,: Court and any incident authorised and consent required, by law.

GENERAL MEETINGS

20. The statutory general m(ieting of the company shall be held within the period required by
section l3l.

2l . A general meeting, to be ralled annual general meeting, shall be held, in accordance with the
provisions of section 132, wi:hin sixteen months fiom the date of incorporation of the company
and thereafter once at least n every year within a period of one hundred and twcnty days
following the close of its finarcial year.

22 All general meetings of r compilny other than the statutory meeting or an annual general
meeting mentioned in sectiorrs 131 and 132 respectively shall be called extraordinary general
meetings.

23. The directors may, wherrever they think fit. call an extraordinary general meeting, and
extraordinary general meetinlls shall also be called on such requisition, or in default, may be
cal)ed by such requisitionists as provided by section 133. lf at any time there are not within
Pakistan sumcient directors capable of acting to lorm a quorum, any director of the company
may call an extraordinary general meeting in the same manner as nearly as possible as that in
which meetings may be called by the directors.

24. The company may provide video-link facility to its members for aftending general meeting at
places other than the town in which general meeting is taking place after considering the
geographical dispersal of its m:mbers:

Provided that in case of listed companies if the members holding ten percent of the totd
paid up capital or such other porcentage ofthe paid up capital as may be specified, are resident in
any other city, the company sh,rll provide the facility of video-link to such members for attending
annual general meeting of th: company, if so required by such members in writing to the
cornpany at least seven days before the date ofthe meeting.

NOTICE AND PROCEEDINGS OF GENERAL MEETINGS

25. 'l'wenry-one days' notice ar the least (exclusive of the day on which the notice is served or
deenred to be served, but inclusive ofthe day for which notice is given) specrfuing the place, the
day :ud the hour of meeting and, in case of special business, the general nature ofthat business,
shall be given in manner provided by the Act for the general meeting. to such persons as are,
under the Act or the regulati,)ns of the company, entitled to receive such notice fiom rhe
company; but the accidental onission to give notice to, or the non-receipt of notice by, any
member shall not invalidate the proceedings at any geneml meeting.

26. ,/\ll the business transactec at a general meeting shall be deemed special other than the
business stated in sub-section (2) of section 134 namely; the consideration of financial
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statements and the reports ofthe board and auditors, the declaration ofany dividend, the election
and appointment of directors in place of those retiring, and the appointment of the auditors and

fi xing of their remuneration.

27. No business shall be transacted at any general meeting unless a quorum of memberu is

present at that time vr/hen the meeting proceeds to business. The quorum of the general meeting

shall be-

(a) in the case of a public listed company, not less than ten memberc presenr personally, or
through video-link who represent not less than twenty-five percent of the total voting
power. either oftheir own account or as proxies;

(b) in the case ofany other company having share capital, two members p:'esent personally, or
through video-link who represent not less than twenty-five percent of the total voting
power. either oflheir own accounl or as proxies.

28. If within half an hour from the time appointed for the meeting a quorum is not present, the
meering, if called upon the requisition of members, shall be dissolved; in any other case, it shall
stand adjoumed to the same day in the next week at the same time and place, and, if at the
adjoumed meeting a quorum is Dot present within half an hour from the time appointed for the
meeting, the members present, being not less than two, shall be a quorum.

29. The chairman of the board of directors, if any, shall preside as chairman at 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 the meeting, or is unwilling to act as

chairman, any one of the directors present may be elected to be chairman, and if none of the
directors is present, or willing to act as chairman, the members present shall choose one oftheir
number to be chairman-

30. The chairman may, with the consent of any meeting at which a quorum is present (and shall
if so directed by the meeting), adjourn the meeting from time to time but no business shall be
transacted at any adjoumed meeting.other than the business left unfinished at the meeting fiom
rvhich the adjoumment took place. When a meeting is adjoumed for fiffeen days or more, notice
ofthe adjourned meeting shall be given as in the case ofan original meeting. Save as aforesaid, it
shall not be necessary to give any notice of an adjoumment or of the business to be transacted at
an adjoumed meeting.

31. (l) At any general meetrng a resolution put to the vote of the meeting shall be decided on a
show of hands unless a poll is (before or on the declaration of the result of the show of hands)
demanded. Unless a poll is so demanded, a declaration by the chairmar that a resolution has, on
a show ofhands, been canred, or carried unanimously, or by a particular majority, or lost, and an

ertry to that effect in the book ofthe proceedings ofthe company shall be conclusive evidence of
the fact, without proofof the number or proportion of the votes recorded in favour of, or against,
that resolution.

(2) At any general meeting, the company shall transact such businesses as may be

notified by the Commission, only through postal ballot.

32. A poll may be demanded only in accordance with the provisions ofsection 143



2.60

33. Ifa poll is duly demandt,d, it shall be taken in accordance with the manner laid down in
sections lzl4 and 145 and the result ofthe poll shall be deemed to be the resolution of the

meeting at which the poll was demanded.

34. A poll demanded on the e ection of chairman or on a question ofadjoumment shall be taken
at (rnce.

35. In the case ofan equality )fvotes. whether on a show ofhands or on a poll, the chairman of
the meeting.at which the shou ofhands takes place. or at which the poll is demanded, shall have

and exercise a second or castir g vote.

36. Except for the businesses specified under sub-section (2) of section 134 to be conducted in
the annual general meeting, the members of a private company or a public unlisted company
(having not more than hfty m,:mbers), may pass a resolution (ordinary or special) by circulation
sigred by all the members lor the time being entitled to receive notice of a meeting. The
resolution by circulation shall be deemed ro be passed on the date of signing by the last of the

sigrratory member to such resolution.

VOTES OF MEMBERS

37. Subject to any rights or restrictions for the time being aftached to any class or classes of
shares, on a show of hands ,ivery member present in person shall have one vote except for
election of directon in which case the provisions of section 159 shall apply. On a poll every
mernber shall have voting righ:s as laid down in section 134.

3E. ln case ofjoint-holders, tte vote of the senior who tenders a vote, whether in person or by
pro\y or though video-link shall be accepted to the exclusion of the votes of the other joint-
hollen; and for this purpose s:niority shall be determined by the order in which the names stand
in the register of members.

39. A member of unsound mind, or in respect of whom an order has been made by any court
having jurisdiction in lunacy, rnay vote, whether on show of hands or on a poll or through video
link, by his committee or othrr legal guardian, and any such committee or guardian may, on a

poll, vote by proxy.

40. On a poll votes may be grven either personally or through video-link, by proxy or through
posral ballot:

Provided that nobody cJrporate shall vote by proxy as long as a resolution of its directors
in accordance with the provisi( ns of section I 38 is in force.

41. (l) The instrument appointing a proxy shall be in writing under ihe hand ofthe appointer or
of his attomey duly authorised in writing.

(2) The instrument aptointing a proxy and the power-of-anomey or other authority (if
any) under which it is signed. or a norarially certified copy of that power or authoriry, shall b€
deposited ar the registered offi:e of the company not less than forty-eight hours before the time
for holding the meeting at which the person named in the instrument proposes to vote and in
default the instrument ofproxy shall not be treated as valid.
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42. An instrument appointing a proxy may be in the following form, or a form as near thereto as

may be:

INSTRUMENT OF PROXY
Limited

*l .................... s/o................................. r/o......................................... being a
member of the Limited. hereby appoint

......... s/o . r/o ....................-.............-......its my proxy to
attend and vote on my behalfat the (statutory, annual, extraordinary, as the case may be) general
meeting ofthe company to be held on the .-......-........ day of...................., 20...... and at
any adjournment thereof."
43. A vote given in accordance with the terms of an instrument of proxy shall be valid
notwithstanding the previous death or insaniry of the principal or revocation of the proxy or of
the authority under which the proxy was executed, or the transfer ofthe share in respect of which
the proxy is given, provided that no intimation in writing of such death, insanity. revocation or
transfer as aforesaid shall have been received by the company at the office before the
commencement ofthe meeting or adjourned meeting at which the proxy is used.

DIRECTORS

44. The following subscribers of the memorandum of association shall be the first direcrors of
the company, so, however, that the number of directors shall not in any case be less than that
specified in section 154 and they shall hold office until the election ofdirectors in the firsr annual
general meeting:

' l ab

2. cd

3. ef

4.gh

45. The remuneration ofthe directors shall from time to time be determined by the company in
general meeting subject to the provisions ofthe Act.

46. Save as provided in section [53, no person shall be appointed as a director unless he is a
member ofthe company.

POWERS AND DUTIES OF DTRECTORS

47. The business of the company shall be managed by th€ directors, who may pay all expenses

incuned in promoting and registering the company, and may exercise all such powers of the
company as are not by the Act or any statutory modification thereof for the time being in force,
or by these regulations, required to be exercised by the company in general meeting, subject
neverthcless to the provisions of the Act or to any of these regulations, and such regulations

' being not inconsistent with the aforesaid provisions, as may be prescribed by the company in
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general meeting but no regulation made by the company in general meeting shall invalidate any
pri,)r act of the directors which would have been valid ifthat regulation had not been made.
48. The directors shall appoint a chief executive in accordance with the provisions of sections
186 and 187.

49. The amount for the time teing remaining undischarged ofmoneys borrowed or raised by the
directors for the purposes of tne company (otherwise than by the issue of share capital) shall not
at, y time, without the san(tion ofthe company in general meeting, exceed the issued share
capital of the company.

50. The directors shall duly c,rmply with the provisions ofthe Act, or any statutory modification
thereof for the time being in force, and in particular with the provisions in regard to the
registration of the particulars of mortgages, charges and pledge affecting the property of the
cornpany or created by it, to he keeping of a register of the directors, and to the sending to the
registrar of an annual list of rr embers. and a summary of paniculars relating thereto and notice of
any consolidation or increas€ of share capital, or sub-division of shares, and copies of special
resolutions and a copy ofthe register ofdirectors and notifications ofany changes therein.

MINUTE BOOKS

5l The directors shall cause records to be kept and minutes to be made in book or books with
reEard to-

(a) all resolutions and proceedings of general meeting(s) and the meeting(s) of
directors and (iommiftee(s) of directors, and every nrember present at any general
meeting and eyery director present at any meeting of directors or Committee of
directors shall put his signature in a book to be kept for that purpose;

(b) recording the rLames ofthe persons present at each meeting ofthe directors and of
any committee ofthe directors, and the general meeting: and

(c) all orders mad,: by the directors and Committee(s) ofdirectors

Provided that all records related to proceedings through video-link shall be maintained in

accordance with the relevrint regulations specified by the Commission which shall be

appropriately rendered into w.iting as pan ofthe minute books according to the said regulations.

THE SEAL

52. The directors shall proyide for the safe custody ofthe seal and the seal shall not be affxed to
any instrument except by the authority ofa resolution ofthe board ofdirectors or by a commiftee
of directors autho zed in thal behalf by the directors and in the presence of at least two directors
and ofthe secretary or such cther person as the directors may appoint for the purpose; and rhose
two directors and secretary o- other person ils aforesaid shall sign every instrument to which the
seal ofthe company is so affi <ed in their presence.

DI TQUALIFICATION OF DIRECTORS

53. No person shall become tte director ofa company ifhe suffers from any ofthe disabilities or
disqualifications mentioned in 3€ction 153 or disqualified or debarred from holding such ollice
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under any ofthe provisions ofthe Act as the case may be and, ifalready a director, shall cease to
hold such office from the date he so becomes disqualified or disabled:

Provided, however, that no director shall vacate his office by reason only of his being a

niember of any company which has entered into contracts with, or done any work for, the
company of which he is director, but such director shall not vote in respect of any such contract
or work, and if he does so vote, his vote shall not be counted.

PROCEEDINGS OF DIRECTORS

54. The directors may meet together for the dispatch of business, adjoum and otherwise regulate
their meetings, as they think fit. A director may, and the secretary on the requisition ofa director
shall, at any time, summon a meeting of directors. Notice sent to a director through email
whether such director is in Pakistan or outside Pakistan shall be a valid notice.

55. The directors may elect a chairman of their meetings and determine the period for which he
is to hold office; but, if no such chairman is elected, or if at any meeting the chairman is not
present within ten minutes after the time appointed for holding the same or is unwilling to act as

chairman, the directors present may choose one oftheir number to be chairman ofthe meeting.

56. Ar least one-third (l/3'd) of the total number of directors or two (2) directors whichever is

higher, for the time being of rhe company, present personally or through video-link, shall
constitute a quorum.

57. Save as otherwise expressly provided in the Act, every question at meetinSs of the board
shall be determined by a majority of votes of the directors present in person or through video-
link, each director having one vote. In case of an equality of votes or tie, the chairman shall have
a casting vote in addition to his original vote as a director.

58. The directors may delegate any of their powers not requted to be exercised .in their meeting
to committees consisting of such member or members of their body as they think fit; any
committee so formed shall, in the exercise of the powers so delegated, conform to any
restrictions that may be imposed on them by the directoB.

59. (l) A committee may elect a chairman of its meetings; but, if no such chairman is elected, or
if at any meetlng the chairman is not present within ten minutes after the time appointed for
holding the same or is unwilling to acl as chairman, the members present may choose one of
lherr number to be chairman of the meeting.

(2) A commiftee may meet and adjoum as it think proper. Questions arising at any
meeting shall be determiaed by a majority ofvotes ofthe members present. In case ofan equality
of votes, the chairman shall have and exercise a second or casting vote.

60. All acrs done by any meeting of the directors or ofa committee of directors, or by any person

acting as a director, shall, notwithstanding that it be afterwards discovered that there was some
defect in the appointment of any such directors or persons acting as aforesaid, or that they or any
of them were disqualified, be as valid as if every such person had been duly appointed and was
qualified to be a director.
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61. A copy of the draft minutes of meeting of the board of directors shall b€ fumished to every
director within seven working days ofthe date ofmeeting.

6,]. A iesolution in writing s gned by all the directors for the time being entitled to receive notice
ol'a meeting ofthe directors shall be as valid and effectual as rf it had been passed at a meeting
ol the directors duly convenrd and held.

FILLING OF VACANCIES

6:i. At the first annual generrl meeting of the company, all the directors shall stand retired fiom
ollice, and directors shall b€ elected in their place in accordance with section 159 for a term of
three years.

64. A retiring director shall be eligible for re-election

65. The directoE shall comply with the provisions of sections 154 to 159 and sections l6l, 162

ard 167 relating to the election ofdirectors and maners ancillary thereto.

66. Any casual vacancy occurring on the board ofdirectors may be filled up by the directors, but
the person so chosen shall 5e subject to retirement at the sam€ time as if he had become a

director on the day on which the director in whose place he is chosen was last elected as director.

DIVIDENDS AND RESERVE

6t. The company in general meeting may declare dividends but no dividend shall exceed the
anrount recommended by the directors.

69. The directors may from t me to time pay to the members such interim dividends ils appear to
the directors to bejustified b),the profits ofthe company.

70. Any dividend may be paid by a company either in cash or in kind only out of its profits. The
payment of dividend in kind shall only be in the shape of shares of listed company held by the
distributing company.

71. Dividend shall not be paid out of unrealized gain on investment property credited to profit
and loss account.

72. Subject to the righs of prmons (if any) entitled to shares with special rights as to dividends,
all dividends shall be declaretl and paid according to the amounts paid on the shares.

73. (l) The directors may, before recommending any dividend, set aside out ofthe profits ofthe
company such sums as they think proper as a reserve or reseryes which shall, at the discretion of
th€ directors, b€ applicable {or meeting contingencies. or for equalizing dividends, or for any
other purpose to which the profits of the company may be properly applied, and pending such
application may, at the like liscretion, either be employed in the business of company or be
inlested in such investments (other than shares of the company) as the directors may, subject ro
the provisions ofthe Act, frorr time to time think fit.

_ 67. The company may remore a director but only in accordance with the provisions ofthe Act.
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(2) The directors may carry forward any profits which they may think prudent not to
distribute, without setting them aside as a reserve.

?4. If several persons are registered as joint-holders of any share, any one of them may give
effectual receipt for any dividend payable on the share.

75. (l) Notice ofany dividend that may have been declared shall be given in manner hereinafter
mentioned to the persons entitled to sharc therein but, in the case of a public company, the
company may give such notice by advertisement in a newspaper circulating in the Province in
which the registered oftice ofthe company is situate.

(2) Any dividend declared by the company shall b€ paid to its registered shareholders or
to their order. The dividend payable in cash may be paid by cheque or warant or in any
electronic mode to the shareholders entitled to the payment ofthe dividend, as per their direction.

(3) ln case of a listed company, any dividend payable in cash shall only be paid through
electronic mode directly into the bank account designated by the entitled shareholders.
76. The dividend shall be paid within the period laid down under the Act.

AccounTs

77. The directors shall cause to b€ kept proper books ofaccount as required under section 220

78. The book of account shall be kept at the registered office of the company or at such other
place as the directors shall think fit and shall be open to insp€ction by the directors during
business hours.

79. The directors shall from time to time determine whether and to what extent and at what time
and places and under what conditions or regulations the accounts and books or papers of the
company or any ofthem shall be open to the inspection ofmembers not b€ing directoB, and no
memb€r (not being a director) shall have any right of insp€cting any account and book or papen
of the company except as confered by law or authorised by the directors or by the company in
general meeting.

t0. The directors shall as required by sections 223 a 226 cause to be prepared and to be laid
before the company in general meeting the financial statements duly audited and reports as are
refened to in those sections.

El. The financial statements and other reports referred to in regulation 80 shall be made out in
every year and laid before the company in the arnual general meeting in accordance with
sections 132 and 223.

82. A copy ofthe financial statements and reports ofdirectors and auditors shall, at least twenty-
one days preceding the meeting, be sent to the pe{sons entitled to receive notices of general
meetings in the manner in which notices are to be given hereunder.

E3- The directors shall in all respect comply with the provisions ofsections 220 to 227

84. Auditors shall be appointed and their duties regulated in accordance with sections 246 to 249
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NOTICES

85. (l) A notice may be givt:n by the company to any member to his registered address or if he

hrs no registered address in Pakistan to the address, if any, supplied by him to the company for
the giving ofnotices to him igainst an acknowledgement or by post or courier service or through
electronic mearrs or in any otler manner as may be specified by the Commission.

(2) Where a notice is sent by post, service ofthe 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 been effe( ted at the time at which the letter will be delivered in the ordinary
ccurse ofpost.

86. A notice may be given b:/ the comPany to the joint-holders of a share by giYing the notice to
thejoint-holder named first ill the register in respect ofthe share.

87. A notice may be given b1 the company to the person entitled to a share in consequence ofthe
death or insolvency of a menrber in the manner provided under regulation 85 addressed to them
by name, or by the title or ri:presentatives of the deceased, or assignees of the insolvent, or by
any like description, at the irddress, supplied for the purpose by the person claiming to be so

entitled.

88- Notice of every general rneeting shall be given in the manner hereinbefore authorised to (a)
every member of the company and also to (b) every person entitled to a share in consequence of
thc death or insolvency of a member, who but for his death or insolvency would be entitled to
receive notice ofthe meeting. and (c) to the auditors ofthe company for the time being and every
person who is entitled to receive notice ofgeneral meetings.

WINDING UP

89. (l) In the case of member s' voluntary winding up, with the sanction ofa special resolution of
thr: company, and, in the cas r of creditors' voluntary winding up, of a meeting of the creditors,
thc liquidator shall exercise any ofthe powers given by sub-section (l) ofsection 337 ofthe Act
to a liquidator in a winding up by the Court including inter-olia divide amongst the members, in
sp,-'cie or kind, the whole or any pafi of the assets of the company, whether they consist of
property ofthe same kind or not.

(2) For the purpose aflrresaid, the liquidator may set such value as he deems fair upon any
property to be divided as afolesaid and may determine how such division shall be carried out as

berween the members or different classes ofmembers.

(3) The liquidator mar,, with the like saoction, vest the whole or any part ofsuch assets in
trustees upon such trusts for the benefit of the contributories as the liquidator, with the like
salctioil, thinks fit, but so tlrat no member shall be compelled to accept any shares or other
se(,urities whereon there is an y liabilitv.

INDEMNITY

90 Every officer or agent f(r the time being of the company rnay be indemnified out of th€
assets of the company against any liability incurred by him in defending any proceedings,
whether civil or criminal, ariring out of his dealings in relation to the affairs of the company,
except those brought by the c,)mpany against him, in which judgment is given in his favour or in
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which he is acquitted, or in connection with any application under section 492 in which relief is
granted to him by the Court.

We, the several persons whose names and addresses are subscribed below, are desirous of being
formed into a company, in pursuance of these articles of association, and we respectively agree
to take *le number ofshares in the capital ofthe company set opposite our respective names:

Dated the duy of 20

Witness to above s res otl he documenls submitted in ical

Signeure

Full Nafic (in Block Lefters)

Fathcr's/ Husband's name

Nationaliry

Occupation

NIC No,

Usual rcsldential address

Witness to above signatures: (For the documents submitted electronically)
(Digital Signatur€ Certifi cate Provider)
Name:
Address:
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PART II

REGULATIONS FO]I MANAGEMENT OF A SINGLE MEMBER PRTVATE
(]OMPAA'Y LIMITED BY SHARES

INTERPRETATION

L In th€ interpretation of trese articles the following expressions shall have the following
meanings unless repugnant to or inconsistent with the subject a(icles-

(a) "company" or "this company" means __ (SMc-Private) Limited;

(b) "directors" or 'board ofdirectors" means board ofdirectors consist ofonly the
sole director oi more than one directors if so appointed under the relevant
provisions ofthe Act;

(c) "member dire<:tor" meahs a director who is a member ofthe company;

(d) "non-member directoC'means an individual who is not a member, but has been
nominated un(ler the provisions ofthe Act;

(e) "private compmyi'means a private company haying two more members;

(0 "sole member'means the single member ofthe company; and

(g) "sole director' means the director of the company who is for the time being the
only director znd includes a non-member director ofthe company.

2. Unless the context otherwise requires, words or expressions contained in these regulations
shall have the same meaning as in the Act; and words importing the singular shall include the
plwal, and vice versa, and words importing the masculine gender shall include feminine, and
words importing persons sha I include bodies corporate.

PRELIMINARY

3. Any provision ofthe Act cr rules and regulations made thereunder which apply in relation to a
private company limited by shares incorporated under the Act shall, in the absence of any
express provision to the contrary, apply in relation to a single member company as it applies in
relation to such a company rvhich is formed by two or more persons or which has two or more
p€Bons as members and the provisions contained in pan I of Tablc A of First Schedule in the
Act shall b€ deemed part of these articles of association in so far as these are not inconsistent
with or repugnant to the pro!isions contained herein below.

SINGLE MEMBER COMPAI{Y

4. The company is a single nember company and as such being a private company limited by
sh ares-

(a) it shall not in\ ite the public to subscribe for any shares ofthe company;
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(b) the company shall not register any share(s) in the name oftwo or more persons to
hold one or more sharesjointly; and

(c) number ofthe members ofthe company shall be limited to one.

SHARES

5. The company may alter its share capital in accordance with section 85.

6. Share certificate shall be issued under the seal of the Company and shall be signed by the
member director or the non-member director, as the case may be.

TRANSFER AND TRANSMISSION OF SHARES

7. The company shall not transfer all ofthe shares ofa single member to two or more persons or
part of shares ofsingle member to othq person(s) or allot further shares to any person other than
the single member or, at any time, allow transfer of shares or allounent of shares or both
resulting in number of members !o become two or more, except for change of status from single
member company to private company and !o alter its articles accordingly.

E. The single member may transfer all ofhis shares to a single person whereby the company shall
remain a single member company as it was before such transfer.

9. The sole member shall nominat€ a person who, in the event of death ofthe sole member, shall
be responsible to.-

(a) transfer the shares to the legal heirs of the deceased subject to succession to b€
determined under the lslarnic law of inheritance and in case of a non-Muslim
members, as per their respective law; and

(b) manage the affairs of the company as a trustee, till such time the title of shares are
transferred :

Provided that where the transfer by virtue of the above provision is made to more than
one legal heir, the company shall ceas€ to be a single member company and comply with the
provisions ofsection 47 ofthe Act.

CHANGE OF STATUS

10. The company may convert itself from single member private company to a priyate company
in accordance with the provisions ofsection 47.

MEETINGS, VOTES AND ELECTION OF DIRECTORS

ll. All the requirements of the Act regarding calling ol holding and approval in general
meeting, board meeting and election of directors in case of a single memb€r company, shall be
deemed complied with; ifthe decision is recorded in the relevant minutes book and signed by the
sole member or sole director as the case may be.

DrR-ECTOR(S)

12. The company shall always have the sole member or in case it is not a natural person its
nominee, as a director but it may have such number of other directo(s) who fitlfil Oe conditions
as specified in section 153.
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13. The board shall not have :he power to remove the member director provided thal where the
sole member is not a natural person, it may change its nominee.

14. The sole member shall heve the power to remove any director, chiefexecutive or secretary

thrrugh a resolution.

15. The director(s) shall appoint a chief executive in accordance with the provisions of sections

l8{t and 187.

16. The directors may hold thr:ir meetings through tele or video link provided that the minutes of
su(h meeting are approved anrl signed subsequently by all the directors.

17. The directors shall cause records to be kept and minutes to be made in book or books with
regard to-

(a) all resolutions rurd proceedings ofthe meeting(s) of directors and Committee(s) of
directors, and ( very director present at any meeting of directors or Committee of
directors shall l)ut his signatures in a book to be kept for that purpose;

(b) recording the names ofthe persons present at each meeting ofthe directors and of
'any committee ofthe directors, and the general meeting; and

(c) all orders made by the directors and Committee(s) ofdirectors:

Provided that all recor,rs related to proceedings through video-link shall be maintained in
accordance lxith the relevalt regulations specified by the Commission which shall be
appropriately rendered into writing as part ofthe minute books according to the said regulations.

SECR"ETARY

18. The company may appoirt a secretary who shall be responsible for discharge of duties and
functions normally discharged by a secretary under the corporate laws and secretarial practice.

CONTRACTS WITH THE SINGLE MEMBER

19. Where a single member company enters into a contract with the single member of the
coropany, the single member company shall, unless the contract is in writing, ensure that the
tenns of the contract are for:hwith set out in a written memorandum or are recorded in the
milutes ofthe first meeting of the directors of the company following the making ofthe contract.

DIVIDENDS AND RESERVES

20. The company may declare dividends and pay in accordance with the provisions ofthe Act

ACCOUNTS

21. The director(s) shall cause to keep proper books ofaccount in accordance with the provisions
of section 220.

22. Auditors shall be appointtd and their duties regulated in accordance with the provisions of
sections 246 to 249.
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THE SEAL

23. The director shall provide for safe custody of the seal and the seal shall not be affixed to
any insmrment except by the authority of a resolution of the board ofdirectors or by a committee
of directors authorized in that behalf by the member director or the non-member director and in
the presence ofat least member director or the non-member director and ofthe secretary or such
other person as the directors may appoint for the purpose and the member director or the non-
member director and the secretary or other person as aforesaid shall sign every instrument to
which the seal ofthe company is aflixed in their presence.

WINDING UP

24. The company shall follow, in case of its winding up, the relevant provisions ofthe Act.

INDEMNITY

25. Every omcer or agent for the time being of the company may be indemnified out of the
assets of the company against any liability incurred by him in defending any proceedings,
whether civil or criminal arising out of his dealings in relation to the affairs of the company,
except those brought by the company against him, in whichjudgment is given in his favour or in
which he is acquitted, or in connection with any application undar section 4E7 in which relief is
granted to him by the Court-

I, whose name and address is subscribed below, am desirous of forming a company in pursuance
of these articles of association and agree to take the. number of shares in the capital of the
company as set opPosite my name:

Name

and

(present

&
former)

in full

NIC No. (in

foreigner,

Passpo(
No)

Father's/

Husband's

Name in

full

Nationality(

'e, 
with

Nationality

,9

o

Usual residential address in

full or the r€gistered

principal ofiice address for a

subscriber oher than natural

Nurnber of
shares taken by

the subscriber (in
figures and

words)

!

E

Dated the dav of 20

Witness to above signatures: (For the documents submitted in physical lorm)

Signahues

Full Name (in Block Letlers)

Father'YHusband's nafie
Nationality

Occupation

NIC No

Usual residential address

Witness to above signatutesi (For the documents submitted online)
(Di gital Signdture Cert frcale Prov idet)
Name:
Address:
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TABLE B
(See section 1l)

MEMORANDUM OF ASSOCIATION OF
(]OMPANY LIMITED BY SHAR"ES

l The name of the cornpany is "ABC Textile Limited.(Private) Limited/(SMc-Private)
Lirnited".

2. The registered office r,fthe company will be situated in the Province ofSindh.

3. (i) The principal line of business of the company shall be to carry-out the
manufacturing, sale, import and export oftextiles.

(iD Except for the businesses mentioned in sub-clause (iii) hereunder, the company
shall engage n all the lawful businesses and shall be authorized to take all
necessary stepri and actions in connection therewith and ancillary thereto.

(iiD Notwithstandilg an).thing contained in the foregoing suLclauses of this clause
nothing conta ned herein shall be construed as empowering the Company to
undertake or irrdulge, directly or indirectly in the business ofa Banking Company,
Non-banking rinance Company (Mutual Fund, Leasing, Investment Company,
Investment Advisor, Real Estate lnvestment Trust management company,
Housing Finalce Company, Venture Capital Company, Discounting Services,
Microfinance or Microcredit business), Insurance Business, Modaraba
management r:ompany, Stock Brokerage business, fore)q real esEte business,
managing agerrcy, business of providing the services of- security guards or any
other business restricted under any law for the time being in force or as may be
specified by the Commission.

(i") lt is hereby un,iertaken that the company shall not:

(a) engage in ary of the business mentioned in sub+lause (iii) above or any
unlawfrl operation;

(b) launch multi-level marketing (MLM), Pyramid and Ponzi Schemes, or
otler fl,lated activities,/businesses or any loftery business;

(c) engage in any of the permissible business unless the requisite approval,
. permisr;ion, consent or licencc is obtained fiom competent authority as

may be required under any law for the time being in force.

4. The liability of the members is limited.

5. The authorized capitrl of the company is Rs.1,000,000/- (Rup€es one Million only)
divided into I00,000 (one hurrdred thousand) ordinary shares ofRs.l0/- (Rupees ten only) each.



We, the several persons whose names and addresses are subscribed below, are desirous of being
formed into a company, in pursuance of this memorandum of association, and we respectively
agree to take the number of shares in the capital of the company 4s set opposite our respective
names:

Dated the day of 20

Witness to above si atures of the documents submirted in ical

Witness to aboye signat]res'. (For the documents submitted electronically)
( D igital Si gnature Certificate Prov ider)
Name:
Address:

(prescnt &
fbrmc4 rn

full(rn
BIol-I

I-ehers)

NIC No

fore,gner,

No)

Husband's
Name rn full

Nadonahy
(ies) wth

any former
Nat,onal'ry

o

Usual
resrdential
address in
fullorthe

regislered/

oflice
addr€ss for a

ofier fian

Nl.[nh€rof
shares taken b-Y

(rn figures and

i

9D

Total number of shares taken (in figures and

words)

II II
Signature

F'ull Na.rne (in Block Letters)

Father'V Husband's name

Nationaltty

Occupation

NIC No

Usual residential address



(Applicable in case of single rnember company)

I, \r hose name and address is ! ubscribed below, anr desirous of forming a company in pursuance

of this memorandum of assoc ation and agree to iake the number of shares in the capital of the
conl as set o srte m nilme

Nalronairty

Dated the__ day of 20

Witness to ab6ve si atures: (For the documents submitted in 'sical mh

Signaturc

tull Name (in Block Letters)

I ather'V Husband s nam€

l,Jatioaalrtv
()ccupation

lllC No

Lsual residential address

Witness to above signatures: (For the documents submined electronically)
(Digital Signature Certificate Provider)

Name

A<ldress

2

a

Usual

fullor thc

Pnncrlal
or'lice

nalural

uken by the

subs.ribtr(rn figues

99

and

&

rn full
('n

llock
teners)

NIC No

torergner.

No)

lltlsband\

I-ull
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TABLE C
. (See section 1l )

MEMORANDUM AND ARTICLES OF ASSOCIATION OF A COMPANY
. LIMITED BY GUARANTEE AND NOT HAVING A SHARE CAPITAL

MEMORANDUM OF ASSOCIATION

l. The name ofthe company is "The ABC Hospital (Guarantee) Limited. '

2. The registered office ofthe company will be situated in the Province ofBaluchistan.
3. (i) The principal line of business of the company shall be to establish. run and

manage hospitals.

(ii) Except for the businesses mentioned in sub-clause (iii) hereunder, the company
shall engage in all the lawful businesses and shall be authorized to take all
necessary steps and actioDs in connection therewith and ancillary thereto.

(iiD Notwithstanding anlthing contained in the foregoing sub-clauses of this clause
nothing contained herein shall be construed as empowering the Company to
undertake or indulge, directly or indirectly in the business ofa Banking Company,
Non-banking Finance Company (Mutual Fund, Leasing. Investment Company,
Investment Advisor, Real Estate Investment Trust management company,
Housing Finance Company, Venture Capital Company, Discounting Services,
Microfinance or Microcredit business)- lnsurance Business, Modarabq
management company, Stock Brokerage business, forex, real estate business,
managing agency, business of providing the services of security guards or any
other business restricted under any law for the time being in force or as may be
specified by the Commission.

(iu) It is hereby undertaken that the company shall not:

(a) engage in any of the business mentioned in sub-clause (iii) above or any
unlawful operation:

(b) launch multi-level marketing (MLM), Pyramid and Ponzi Schemes, or
other related activities/businesses or any lottery business;

(c) engage in any of the permissible business unless the requisite approval.
permission. consent or licence is obtained from competent authority as

may be required under any law for the time being in force.

4. The liability oI the members is limited.

5. Every member of the company undenakes to contribute to the assets of the company in the
eyent 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 the
costs. charges and expenses of winding up and for the adjustment of the rights of the
contributories among themselves. such amount as may be required not exceeding
........................ rupees.



(pr€si &
tormer) in full

('n Block
L.ners)

Falher's/
Husband's
Name 

'nfull
Nationchty

address rn fullor
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Wr'. the several persons whose names and addresses are subscribed below. are desirous of being
formed into a com ,!n u|suance of this memorandum of association

NICNo(n

foreigner
Passpon N r)

I)ated the day of 20

Witness to above si res or lhe documenls submitted in ical of

Signature

Full Name (In Block Lefte-s)

Father'Y Husband's nam(

Nationalitv

occupation

NIC No

Usual residential address

Witness to above signatures: ,For the documents submitted electronically)
(Digital Signature Certificate P rovider)

Name:

Address
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(Applicable in case ofsirgle member company)
I, whose name and address is subscribed below. am desirous of forming a company in pursuance
of this memorandum ofassociation:

&
rorme0

rn full(in
Biock

Lellers)

NIC No

No)
tull

Nalronalirv('es)

Nar'onal'ty .c

o

q

Dared the dav of 20

Witness to aboye signatures: (For the documents submitted in plrysical form)

Signature

Full N.me (m Block Lefters)

Father's/ Husband's name

Nationality

Occupation

NIC No

Usual residential address

Witness to above signatures'. (For the documents submilled eleclronicolly)
(Dry ol Signature Cerlirtcak Provider)
Name:
Address:
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ARTICLES OF ASSOCIATION OF A COMPANY LIMITED BY GUARANTEE AND
NOT HAVING A SHARE CAPITAL

INTERPRETATION
l. (l ) [n these articles

(a) "section" means section ofthe Act;

(b) 'the Acf' means the Companies Act, 2017

(c) "the seal" means th( common seal or official seal ofthe company as the case may be.

(2) Unless the context otherwise requires, words or expressions contained in these articles
shall bear the same meanir,g as in the Act or any statutory modification thereof in force at the
date at which these regulati)os become binding on the company.

MEMBERS

:1. The number of member; with which the company proposes to be registered is 200. but the
rlirectors may, fiom time to time, whenever the company or the business ofthe company requires
it, register an increase of m :mbers.
l|. The subscribers to the rnemorandum and such other persons as the directors shall admit to
rnembership shall be members of the company.

GENERAL MEETINGS

,1. A general meeting, to b,) called annual general meeting, shall be held within sixteen months
from the date of lncorporat on ofthe company and thereafter once at least in every year within a

period of one hundred arid twenty days following the close of its financial year as may be
,ietermined by the directors.
5. All general meetings other than annual general meetings shall be called extraordinary general
meetings.
6. The directoB may, whenaver they think fiL call an extraordinary general meeting.

PROCEEDINGS AT GENERAL MEETINGS

7. All business shall except the businesses stated in sub-section (2) of section 134 shall be
deemed special that is transacted at a general meeting

8. (l) No business shall b,: transacted at any general meeting unless a quorum of members is
present at the time when th,) meeting proceeds to business-

r'2) Save as otherwise provided, three membeni prosent in person or through videoJink who
Iepresent not less than twelty five per cent ofthe total voting power either oftheir own account
,)r as proxies in person, sha I be a quorum.

'), (l) lf within half an hour from the time appointed for a meeting a quorum is not present, the
rneeting, ifcalled upon the requisition ofmembers shall be dissolved.
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(2) In ary other case, the meeting shall stand adjourned to the same day in the next week, at the
same timc and place. or to such other day and such other time and place as the dire{tors may

-deter;nine.

(3) Il at the adjoumed meeting a quorum is nol present within half an hour from the time
appointed for the meeting the members present shall be a quorum.
10. (l) The Chairman, ifany, ofthe board ofdirecrors shall preside as chairman at every general
meeting ofthe company.

(2) If there is no such chairman. or if he is not present within fifteen minutes afler the time
appointed for the meeting or is unwilling to act as chairman of the meeting, the directors present

shall choose one of their number to be chairman ofthe meeting.

(3) If at any meeting no director is wrlling to act as chairman or if no director is present within
fifteen minutes after the time appointed for the meeting, the members present shall choose one of
their number to be the chairman of the meeting.
I l. ( l) The chairman may, with the consent of afly meeting at whlch a quorum is present (and

shall if so directed by the meeting) adjoum the meeting from time to time and fiom place ro
place.

(2) No business shall be transacted at any adjoumed meeting other than the business left
unfinished at the meeting fiom which the adjoumm€nt took place.

(3) When a meeting is adjoumed for thirty days or more, notice of the adjoumed meeting shall be
given as in the case ofan original meeting.

(4) Save as aforesaid, it shall not be necessary to give any notice of an adjoumment or of the
business to be transacted at an adjoumed meeting.

12. Ar any general meeting a resolution put to the vote to the meeting shall be decided on a show
of hands and a declaration by the chairman rhat a resolution has been carried or carried
unanimously, or by a panicular majority, or lost and an entry to that effect in the minutes of
proceedings shall be conclusive evidence of the fact without proof of the number of votes
recorded in favour or against the resolution.

13. ln the case of an equality of yotes, the chairman of the meeting shall have and exercise a

second or casting vote.

VOTES OF MEMBERS

14. Every member shall have one vote

15. A member of unsound mind, or in respect of whom an order has been made by any court
having jurisdiction io lunacy, may vote, by his committee or other legal guardian, and any such

committee or guardian may, vote by proxy.

16. No member shall be entitled to vote at any general meeting unless all moneys presently
payable by him to the company have been paid.
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l'7. (l) Votes may be given on any matter by the members either personally or through video-
link or by proxy or by meanr ofpostal ballot.

(2) At any general meetine, the company shall transact such businesses only through postal
brrllot as may be nolified by he Commission.

18. (l) No objection shall be raised to the qualification of any voter except at a meeting or
arljoumed meeting at wliich the vote objected to is given or tendercd. and every yote not
disallowed at such meeting srall be valid for all purposes.

(2) Any such objection madr in due time shall be refened to ihe chairman ofthe meeting, whose
dr'cision shall be final and conclusive.

19. A vote given in accordance with the terms of an instrument of proxy shall be valid,
n(,twithstanding the preyious death or insanity of the principal or the revocation of the proxy or
of the authority under which the proxy was executed:

Provided that no intiration in writing of such death. insanity or revocation shall have
been received by the comlrany at its office before the commencement of the meeting or
adjoumed meeting at which the proxy is used.

20. An instrument appointinll a proxy shall be in rvriting and shall be deposited at the office of
the company orlhe place of rneeting at least forty-eight hours before the meeting at which it is to
be used.

DIRECTORS

2l . The following subscribers of the memorandum of association shall be the first directors of
the company, so, however, that the numb€r of directors shall not in any case be less than that
specified in section 154 and they shall hold office until the election of directors in the annual
general meeting:

l_ ab
2. cd
3. ef
4.gh

ELECTTON OF DIRECTORS

22. (D The direcrors of the company shall be elected in accordance with provisions of
sub-sections (l) to (4) ofsection 159 ofthe Act, in the following manner:

(a) the dir(,ctors of the company shall be elected by the members of the
compary in general meetingi

each member shall have votes equal to the number of directors to b€.
elected;

a memter may give all his votes to a single candidate or divide them, not
being in fiactions, between more than one of the candidates in such
manner as he may choose; and

(b)

(c)
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(iD

(d) the candidate who gets the highest number of votes shall be declared
elected as director and then the candidate who gets the next highest
number of votes shall be so declared and so on until rhe total number of
directors to be elected has been so elected.

If the number of persons who offer themselves to be elected is not more than the
number of directors fixed by the directors under sub-section (1) of section 159, all
persons who offered themselves shall be deemed to have been elected as

directors.

POWER AND DUTIES OF DIRECTORS

22. The business of the company shall be managed by the directors, who may exercise all such
powers ofthe company as are not by the Act required to be exercised by the company in general

meeting.
PROCEEDINGS OF DIRECTORS

23. (l) The Directors may meet for the dispatch ofbusiness, adjoum and othcrwise regulate their
meetings, as they think fit.

(2) A director may, and the chief executive or secretary on the requisition of 8 director shall, at
any time, summon a meeting ofthe directors.

24 (l) Save as otherwise expressly provided in the Act, questions arising at any meeting of the
directors shall be decided by a majority ofvotes.

(2) In case of any equality of votes, the chairman shall have and exercise e second or casting
vote.

25. The conrinuing directors may act notwithstanding any vacancy but, if and so long as their
number is reduced below the minimum fixed by the Act, the continuing directors or director may
act for rhe purpose of increasing the number of directors to that minimum or for summoning a
general meeting ofthe company, but for no other purpose.

26. (l) The directors may elect a chairman and determine the pcriod for which he is to hold
office within the limits prescribed by the Act.

(2) If no such chairman is elected, or if at any meeting the Chaiman is not present within fifteen
minutes after the time appointed for the meeting or is unwilling to act as chairman, the directors
present may choose one oftheir number to be chairman ofthe meeting.

27. All acts done by any meeting of the directors or by any person acting as director, shall,
notwithstanding thar it may afterwards be discovered that there was some defect in the
appointment ofany such director or ofany person acting as aforesaid, or that they or any ofthem
were disqualified, be as valid as if every such director or such person had been duly appointed
and was qualified to be a director.

28. At teast one-third (l/3d) of the total number of directors or two (2) directors whichever is

higher, for the time being of the company, present personally or through video-link, shall
constitute a quorum.
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28. A resolution in writing, silned by all the directors for the time being entitled to receive notice
of a meeting, shall be as valid and effectual as if il had been passed at a meeting of the directors
duly convened and held.

MINUTE BOOKS

29 The directors shall cause records to be kept and minutes to be made in book or books with

regard to-

(a) all resolutions and proceedings o[ general meeting(s) and the meeting(s) of
directors and comminee(s) of directors, and every member present at any general

meeting and erery director present at any meeting of directors or committee of
directors shall lut his srgnature in a book to be kept for that purpose;

(b) recording the n ames of the persons present at each meeting o f the d irectors and of

, any committee ofthe directors, and the general meeting; and

(c) all orders made by the directors and committee(s) ofdirectors:

Provided that all recorls related to proceedings through video-link shall be maintained in
accordance with the relevant regulations specified by the Commission which shall be
appropriately rendered into wr iting as part ofthe minute books according to the said regulations.

CHIEF EXECUTIVE

30. Subject to the provisions of the Act, a chief executive shall be appointed by the directors for
such term, at such remunerati( n and upon such conditions as they may think fit.

THE SEAL

31. The directors shall providr for the safe custody of the seal and the seal shall not be affixed to
an) instrument except by the authoriry ofa resolution ofthe board ofdirectors or by a comminee
ofdirectors authorized in that behalf by the directors and in the presence of at least two directors
and ofthe secretary or such olher pdrson as the directors may appoint for the purpose; and those
two directors and secretary or other person as aforesaid shall sign every instrument to which the
seal ofthe company is so afl]xed in their presence.
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We, the several persons whose names and addresses are subscribed below, are desirous of being
formed into a com ursuance of these articles of association,tn

Dated the day of 20

Witness to above si atures the documents submitled in 'sicol ofm.

Witness to above sigtatves. (Fot the documents submilted elecEonicolly)
(Digitql Signdtwe Certtficate Provider)
Name:
Address:
(Applicable in case ofsingle member company)
I, whose name and address is subscribed below, am desirous of forming a company in pursuance
of thes€ articles of association:

former) in
rull('n
Block

Lerl€rs)

NIC No 0n

foreisner.
Passpon No)

Father'Y
Husband s

Namc rn tull

Natronalrw('es) wrth

Natonalrr! ,9
E

o

Usual rcsidcnriEl addr€ss in full
or dl€ registcr.d/pnncrpal ofiice

address for a subscriber olher
than natuml Frson

g

,:9

Dated the dav

SiSrature

t'ull Name (in Block Letrers)

Falher'VHusband's name

Nationality

Occupation

NIC No.

Usual resrdmtial address

of 20
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he documents subrnilted inWitness to above s anlres orl
SiSDarure

Full Namc (in Bloc} L€tters)

[-ather's/ Husband s name

Nalion6lily

C)ccupa(ion

NIC No

L susl residential address

Witness to above signatwes'. (For the documenls subnitted electronically)
( Dgital S ignature Ce rt ificate Prov ider)
Name:
Address:
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TABLE D
lSee section l ll

MEMORANDUM AND ARTICLES OF ASSOCIATION OF A COMPANY LIMITED BY
GUARANTEE AND HAVING A SHARE CAPITAL

MEMORANDUM OF ASSOCIATION

l. The name ofthe company is "The ABC Hospital (Cuarantee) Limited."
2. The registered office ofthe company will be situated in the Province ofBaluchistan.
3. (r) The principal business of the company shall be to establish, run and manage

hospitals.

(iD Except for the businesses mentioned in sub-clause (iii) hereunder, the company
shall engage in all the lawful businesses and shall be authorized to take all
necessary steps and actions in connection therewith and ancillary thereto.

(iii) Notwithstanding anyhing contained in the foregoing sub-clauses of this clause
nothing contained herein shall be construed as empowering the Company to
undertake or indulge, directly or indirectly in the business ofa Banking Company,
Non-banking Finance Company (Mutual Fund, Leasing, lnvestment Company,
lnvestment Advisor, Real Estate Investment Trust management company,
Housing Finance Company, Venture Capital Company, Discounting Services,
Microfinance or Microcredit business), Insurance Business, Modqraba
management company, Stock Brokerage business, forex, real estate business,
managing agency, business of providing the services of security guards or any

other business restricted under any law for the time being in force or as may be
specified by the Commission.

(iv) [t is hereby undertaken that the company shall not:

a. engage in any ofthe business mentioned in sub-clause (iii) above or any
unlawful operation:

b. launch multi-level marketing (MLM), Pyramid and Ponzi Schemes, or
other related activities,tusinesses or any lottery business;

c. engage in any of the permissible business unless the requisite approval.
permission, consent or licence is obtained from competent authority as

may be required under any law for the time being in force.

4. The liability of the members is limited.
5. Every member of the company undertakes to contribute to the assets of the company in the
event of its being wound up while he is a member, or within one year afterwards, for palment of
the debts and liabilities of the company contracted before he ceases to be a member, and the
costs, charges and expenses of winding up and for the adjushnent of the rights of the
contributories among themselves, such amount as may be required not exceeding

_rupees
6. The authorized capital of the company is Rs.1,000,000/- (Rupees one Million only) divided
into I 00,000 (one hundred thousand) ordinary shares of Rs.l0/- (Rupees ten only) each.
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\l/e, the several persons whcse nahes and addresses are subscribed below. are desirous of being
formed into a company: in pursuance of this memorandum of association, and we respectively
agree to take the number of shares in the capital of the company as set opposite our rejpective
nalnes:

NIC No (r.

forergner,
Passpon No)

Falheas
Husband's
Nam€ In

full

Narionalily(
i€s) with

any former
Nat,onal(y

o

Usual

address in tull or
rhe

r€gisler€d/pnncr
paloffic€

address for a

subscnber oder
ftan natural

Numb€rof

by the

(in fisures

9.

Total number ofshares taken (in figures alld
words)

Dated the ,lay of 20

Witness to above si atures orlhe documents submitted n ical

Signature

Full Name (in Block L,jtters)

Father's/ Husbard's nrmre

Nationaliry

Occupation

NIC No

Usual residential addr(:ss

Witness to aboye signatures (For the documents submitted electronically)
(Digital Signature Certificat,) Provider)

Name:

Address:

(.{pplicable in case of single memb€r company)

Name

&
former)

rn full0n
Block

L€[ers)



28',1

I, whose name and address is subscribed below. am desirous of forming a company in pursuance

of this memorandum of association and agree to take the number of shares in the capital of the
com as set o ite najne

Dated the day of 20

Witness to above signatures: (For lhe documents sub itted in physical lorm)

Signature

Full Name (in Block Lette6)

Father's/ Husband's name

Nationality

Occupation

NIC No

Usual rcsidential address

Witness to above signatures: (For the documents submitted electronically)
(Digital Signature Certificate Provider)

Name:

Address:

Name and

(presenl &

lull(in
BIock

Lelrcrs)

NIC No
ii"."*
foreigne

No)

Fath€r'Y
HNband s

tu

Nauonalir}{
ies) wirh

Natronal'ry

9
-8.

Usual
residential

full or the
regisl€r€d/
principal

ofllce

subscnber
other than

natural

laken by dle

subscrib€r0n

fisur€s ard words)

4

II II
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ARTICLES OF ASSOC]ATION OF A COMPANY LIMITED BY GUARANTEE AND
HAVING A SHARE CAPITAL

PRELIMINARY
L ( t) In these regulations-

(a) "section" means seclion ofthe Act;

(b) 'lhe Act" means the Companies Act, 2016; and

(c) "the seal" means the common seal or official seal ofthe company as the case may be.

(2) Unless the context otherwise requires, words or eipressions contained in these
regulations shall have the same meaning as in the Act; and words impofting the singular shall
include the plural, and vi(e versq, and words imponing the masculine gender shall include
feminine, and words importing persons shall include bodies corporate.
2. The number of memberr, with which the company proposes to be registered is 100, but the
directors may from time to rime register an increase of members.
li. All the regulations in Tarle A ofthis Schedule shall be deemed to be incorporated with these
articles and shall apply to tle company.

We, the several persons whose names and addresses are subscribed below, are desirous of being
lbrmed into a company, in pursuance of these anicles of association, and we respectively agree
to take the number ofsharer; in the ital ofthe as set ite our res tve names

Farl€r's/
Httstand's
Nanre in

fr.ll

Tof.irl numb€r ofshares taken (in figures
and words)

Dated the day of 20

Name and

(pres€nt &
formeo in

rull (in
Block

L€tters)

NIC No
(in c.ase of
forergner,

No)

Narionality(
ies) r$rh

any former
Nationality

Usual

address rn tull

regisered/
pflncrpal omcr

other dlsn

Numberof

by lhe

(in Esures

and words)
Ia
6

Witness to above signaturei: (For the documents subnilted in physicalforn)
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Signalure

Full Name (in Block Letlers)

Father'Y Husband's namc

Nanonality

occupalion

NIC No,

Usual residential address

Witness to above signatures: (For the documents submitled electonically)
(Digilal Signalure Cerliicqte Pro der)
Name:
Address:
(Appliceble in case ofsingle member compsny)
l, whose name and address is subscribed below, am desirous of forming a company in pursuance

of these articles of association and agree to take the number of shares in the capital of the
com an as set ite m nzune

Dated the day of 20

Witness to above si tes or lhe documenls submitled in ical m.

witness to above signatves. (For the documents submitled electronically)
(Digital Signature C ert ificate P rov ider)
Name:
Address:

Name
and

(pres€nl

&
fonn€r)
in tull

NIC No ('n

foreigner.
Passpon No)

Husband's
Name in

full

NarronaLM
rcs) widl

any former
Nationality 9

o

Usual
r€sidentral

address in full
or the

regislered/
principal office

address for a

subscnb€r
other $an

naiural persoo

Numb€r of

by $€
subscriber
(in figur€s

II
Signaturc

Full Name (in Block Letters)

FathcI'V Hlrsband's namc

Nationality

Occupation

NIC No

Usual rcsidentia.l ad&css
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TABLE E

MEM.RANDUM 
^r, 

n*r,.lYi'6'J'1133.,^r,on oF AN uNLrMrrED
COIyIPANY HAVING A SHARE CAPITAL

IIIEMORANDUM OF ASSOCIATION

L The name ofthe company is "Khyber Fruit Products Company Unlimited".

2. The registered oftice ofth(, company will be situated in the Province ofSindh.

3. (D The principal line of business of the company shall be preservation, canning and

marketing of liuit and fiuit products.

(iD Except for thr: businesses mentioned in sub-clause (iii) hereunder, the company
shall engage in all the lawful businesses and shall be authorized to take all
necessary stet s and aclions in connection therewith and ancillary thereto,

(iii) Notwithstanding anything contained in the foregoing sub-clauses of this clause
nothing cont?,ined herein shall be construed as empowering the Company to
undertake or indulge, directly or indirectly in the business ofa Banking Company,
Non-banking Finance Company (Mutual Fund, Leasing, lnvestment Company,
Investment ,/\dvisor, Real Estate lnvestment Trust management company,
Housing Finace Company, Venture Capital Company, Discounting Services,
Microfinance or Microcredit business), Insurance Business, Modaraba
management company, Stock Brokerage business, forex, real estate business,
managing agr:ncy, business of providing the services of security guards or any

other busines; restricted under any law for the time being in force or as may be

specified by tre Commission.

(iv) It is hereby urdertaken that the company shall not:

(a) engag: in any ofthe business mentioned in sub-clause (iii) above or any
unla\a ful operation:

(b) launclr multi-level marketing (MLM), Pyramid and Ponzi Schemes, or
other related activities/businesses or any loftery business;

(c) engage in any of the permissible business unless the requisite approval.
permission, consent or licence is obtained from competent authority as

. may te required under any law for the time being in force.

4 The liability of the memb:rs is unlimited.

5. The authorized capital o:'the company is Rs.1,000,000f (Rupees one Million only) divided
illto I00,000 (one hundred tirousand) ordinary shares of Rs.l0/- (Rupees ten only) each.



29t

We, the several persons whose names and addresses are subscribed below, are desirous of being
formed into a companyj in pursuance of this memorandum of association, and we respectively
agree to take the number of shares in the capital of the company as set opposite our respective
nanles:

lull(in
Block

Leflers)

NIC No.
(rn cas€

of
forergner,

No)

Father'Y
HL6band
s Nam€
rn full

Nalronality

0es) with
any former
Nallonalrty

Usual
r€srdential

address in tull or

pnnc'palomce

than natural
p€rson

shares Bken

b) rhe

(in fisures

Total number of shares taken (in figures

and words)

o

Dated the day of ,20

Wimess to above s or lhe documents submitled in ical

Witness to above signatures: (For the documents submitted electronically)
(Digital Signature Certifi cate Provider)

Name:

Address:

(Applicable in case ofsingle member company)
l, whose name and address is subscribed below, am desirous of forming a company in pursuance
of this memorandum of association and agree to take the number of shares in the capital of the
company as set opposite my name:

Sigrature

Full Name (in Block Letters)

Father's/ Husband's name

Nationality

Occupation

NIC No

Usual residential addrcss



NIC No

foreigner,

No)

NationaliM

any former
Nationalrry I

a

o

address in full or
the r.gisleredr
principal otlitr

subscriber other
than natual

Usual
Number of
shrres taken

by the

(in fisues
g

.90
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(presenl &
former) ,n

full(in
Block

L€fters)

Fathrr'Y
H[rbrnd'
s Nane
rn nrll

Dated the dav of 20

Witness to above s ature i or the documenls submitted in ical

Signatur€

Full Name (in Block Leners)

Father'V Husband's name

Nationalrty

Occupatioo

NIC No

Usual residential address

Witness to above signatur(s: (For the documents submitted elecEonically)
(Digital Signature Certific,rte Provider)

Name

Address

ARTICLES OF ASSOCIATION OF AN UNLIMITED COMPANY
PRELIMINARY

(l ) In these regular ions-

(a) "section" mearrs section ofthe Act;

(b) "the Act" mea rs the Companies Act, 2017: utd

(c) "the seal" means the common seal or official seal ofthe company as the case may b€.

(2) Unless the context otherwise requires, words or expressions contained in these
regulations shall have th,: same meaning as in the Act; and words importing the singular shall
include the plural, and )ice versa, and words importing the masculine gender shall include
feminine, and words importing persons shall include bodies corporate.

2. All the regulations in Table A of this Schedule shall bc deemed to be incorporated with
these articles and shall apply to the company.
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We, the several persons whose names and addresses are subscribed below, are desirous of being
formed into a company, in pursuance of these anicles of association, and we respectively agree

to take the number of shares in the capital ofthe company as s€t opposite our respective names:

Nam€ and

(present &
form€r) in

tull 0n
Block

l,€tLrsl

NIC No

of
foreigner,
Passpon

No)

Father'Y
Husbnd
s Name
in full

Nariomlrty(ies
) wiln any

form€r
Nationalrty

9

o

Usual
residential

address in full
or fie

registered./
principal

omce addrEs
for a

subs.rib€r

Nunb€r of
shares aalen

by lhc

subscriber (in

fisures and c

Total number ofshares taken (in figures

and words)

Dated the day of 20

Witness to above si TES of lhe documents submilled in ical of

Signature

Full Name (in Block Lenerc)

Father'V Hr6band's narne

Natiooality

Occupalion

NIC No

Usual residential address

Witness to above signatures: (For the documents submitted electronically)
(Digital Signature Certificate Provider)

Name:
Address:
(Applicable in case of single member compary)
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l, whose name and address is subscribed below, am desirous of forming a company in pursuance

of these articles of associat,on and agree to take the number of shares in the capital of the
com as set rte m latne:

Name and

(prcs€nl &

rull(in
BIo.k

Letters)

Fath€r's
Husbaftl'
s Nam(
rn tull

Dated the_ Jay of

Witness to above si atures of

20

lhe documents subm ted n ical

Signature

Full Name (in Block Letters)

Father's/ Hushand's name

NIC No,

Usual residential address

Witness to above signatureri: (For the documents submitted electronically)
(Digital Signature Cenificate Provider)

Name

Address

NIC No
(in (A!€

of
foreigner

No)

II

Nationaliry(r
es) wnh any

former
Nationality

o

address ln full or
th€ regist€r€d,
principal ofhc€

than naluml

Number of

by rhe

(in figues

Nationality

Occupation
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TABLE F
(See section 42)

MEMORANDUM AND ARTICLES OF ASSOCIATION OF
ACOMPANY LICENCED UNDER SECTION 42

IA conpqny sel up under Section 12 of the Conpanies Act, 20 t 6]

MEMORANDUM OF ASSOCIATION

II

The name ofthe company is "XYZ Association".

The registered office of the company will be situated in the Province of Baluchistan.

The object for which the company is established, are as follows:

(l) To promote education in the country by establishing, maintaining, assisting,
running and managing schools and colleges for the low income segment in society
in rural and urban areas.

(2) To.............:..

(3) To......,........

III

IV- [n order to achieve its object, the company shall exercise the following powers

(l) To appeal, solicit or accept contributions, donations, grants and gifu, in cash or in
kind, from lawful sources and to apply the same or income thereof for the objects
ofthe company.

(2) To open and operate bank accounts in the name of the company and to draw,
make, accept, endorse, execute and issue promissory ootes, bills, cheques and
other instruments.

(3) To acquire, alter, improve, charge, take on lease, exchange, hire, sell, let or
otherwise dispose of any movable or immovable property and any righs and
privileges whatsoever for any of the objects or purposes specified herein above.
Provided that the company shall not undertake the business of real estate or
housing schemes.

(4) To borrow or raise money, with or without security, required for the purposes of
the company upon such terms and in such manner as may be determined by the
company for the promotion of its objects.

(5) To mortgagc the assets of. the company and / or render guarantee for the
performance of any contract made, discharge of any obligation incurred or
repayment of any moneys borrowed by the company.

'[o purchase, sell, exchange, take on lease, hire or otherwise acquire lands,
construct, maintain or alter any building and any other moveable or immovable
properties or any right or privileges necessary or convenient for the use and

purposes of the company.

(6)
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(7) To nominate d3legates and advisors to represent the company at conferences,
govemment bd(lies and other gatherings.

(E) To co-operate ,ryith other charitable trusts, societies, associations, institutions or
companies forrned for all or any of these objects and statutory authorities
operating for sirnilar purposes and to exchange information and advice with them.

(9) To pay out of the funds of the compary the costs, charges and expenses of and
incidental to th( formation and registration ofthe company.

(10) To invest the srrplus moneys of the company not immediately required, in such a
. manner as may from time to time be determined by the company.

(ll) To create, estarlish, administer and manage funds including endowment fund
conducive for the promotion ofthe objects ofthe company.

(12) To enter into agreements, contracts and arrangements with organizations.
institutions, bo<lies and individuals for the purpose of carrying out the functions
and activilies ol the company

(13) To take such actions as are considered necessary to raise the status or to promote
the efliciency o 'the company.

(14) To conduct, lrold and anange symposi4 seminars, conferences, lectures,
workshops and dialogue and to print, publish and prepare joumals, magazines,
books, circulars, reports, catalogues and other works relating to any ofthe objects
of or to the wo|k done by the company, subject to the permission, if required of
the relevant autlrorities.

(15) To do all other such lawful acts and things as are incidental or conducive to the
attainment ofthe above objects or any one of them.

V. The company shall ach,eve the above said objects subject to the following conditions;-

(l) The company is formed as a public company limited by guarantee

(2) Payment of refiLuneration by the company or its subsidiary entity for services or
otherwise to nembers of the company or to their family members whether

. holding an offi.e in the company or its subsidiary or not, shall be prohibited
provided that dre prohibition shall continue to apply for a period of five years
after a member luits fiom his membership ofthe company.

(3) No change in tle Memorandum and Articles of Association shall be made except
with the prior alrproval ofthe Securities and Exchange Commission ofPakistan.

(4) Patronage of any govemment or authority, express or implied, shall not be
claimed unless such govemment or authority has signified its consent thereto in
writing.
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(5) The company shall not itself sel up or otherwise engage in industrial and
commercial activities or in any manner function as a trade organization.

(6) The compan,'- shall not exploit or offend the religious susceptibilities of the
people.

(7) The company shall not, directly or indirectly, pafiicipate in any political campaign
for elective public office or other poiitical activities akin to those of a political
parry or contribute any firnds or resources to any political party or any individual
or body for any political purpose.

(8) The subscribers to the Memorandum and Anicles ofAssocialion ofthe company
shall continue to be the members of the company unless allowed by the
Commission on application to quil as members.

(e) The company shall not appoint any person as director or chief executive unless he
meets the fit and proper criteria as specified by the Commission from time to
time.

(10) The company in all its letterheads, documents, sign boards, and other modes of
communication, shall with its name, state the phrase "A company set up under
section 42 of the Companies Act. 2016."

(ll) The income and any profis ofthe company, shall be applied solely towards the
promotion of objects of the company and no portion thereof shall be distributed,
paid or transferred directly or indirectly by way of dividend, bonus or otherwise
by way ofprofit to the members ofthe company or their family members.

AD The company shall not appeal, solicit, receive or accept funds, grants,
contributions, donations or gifu, in cash or in kind, from foreign sources except
with the prior permission, clearance or approval from thc relevant public
authorities as may be required under any relevant statutory regulalions and lalys.
No funds shall be received otherwise than through prop€r banking channels i.e.,
through crossed cheque, pay-order, bank draft, e{e

(r3)

(14)

The company shall close its accounts on 30th ofJune each year

The company shall make no investment, whatsoever, in its associated companies
except with the prior approval of the Commission and subject to such conditions
as it may deem fit to impose.

(15) The company shall not undertake any trading activities and shall conform to
relevant statutory regulations and laws.

(16) Notwithsranding anything stated in any object clause, the company shall obtain
such other licences, permissions. or approvals of the relevant public authorities as

may be required under any relevant statutory regulations and laws for the time
being in fbrce, to carry out its specific object.

(17) The company shall comply with such conditions as may be imposed by the
Securities and Exchange Commission of Pakistan from time to time.
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The territories to whrch the ob-iect of the company shall extend are declared to include
whole of Pakistan.

The liability of the m )mbers is limited

Every member of thr: company undertakes that he shall contribute to the assets of the
company in the event of is being wound up while he is a member or wirhin one year
afterwards, for paym,)nt of the debts or liabilities of the company contracted before he
ceases to be a mem)er and the costs, charges and expenses of winding up and for
adjustment of the riglrts of the contributories among themselves such amount as may be
required but nor exce(ding Rs.100,000/- (Rupees One Hundred Thousand Only).

On the revocation of licence ofa company under section 42 ofthe Companies Act, 2017,
by the Commission:

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

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

(c) all the assets ol the company after the satisfaction ofall debts and liabilities, shall
be transferred :o another company licenced under seclion 42 of the Companies
Act,2017, preferably having similar or identical objects to those ofthe company,
within ninety days from the revocation of the licence or such extended period as

may be allowec 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 the
register may be retaine(l by the company.

ln the case of winding up or dissolution of the company, aoy surplus assets or property,
after the satisfaction of all debts and liabilities, shall not be paid or disbursed irmong the
members, but shall be given or transfened to some other company established under
section 42 of the ComF anies Act, 2017 , preferably having similar or identical objects to
those ofthe company ard with the approval required under the relevant provisions ofthe
Income Tax Act,200l ,rnd under intimation to the Securities and Exchange Commission
ofPakistan.

x
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We. the several, persons whose names and addresses are subscribed below are desirous of
being formed into a company in pursuance ofthis memorandum ofassociation:-

Dared the day of 20

Witness to above s atures: (Fot the documents submitled in ical
Signature

Full Name (in Block Le(ers)

Father's/ Husbefld's name

Nationality

Occupation

NIC No

Usualresidentral address

Witness to above signatures: (For the documents submitted electronically)
(Digital S ignature Certificate Provider)

Name:

Address:

Name and sumame(pr€sent &
lomer) 

'n 
full

(rn Block Letlers)

NIC No (rn

forergncr.
Husband\
Name rn

fi'll
former

Nalronalrty

o

address rn full or the
regrslered pnircrpal
omce address for a

subscnber oth€r lhan

g
z
E
!9

II Ir
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IA compdny sel up under Section -12 of the Conpqnies Act, 2017]

ARTICLES OF ASSOCIATION

l. In these Articles, unloss the context or rhe subject matter otherwise requires:

(a) "the company' n:eans 'XYZ Association

(b) "the omce" m(,ans the registered oflice for the time being ofthe company.
(c) "the directors" mean the directors for the time being ofthe company.
(d) "the seal" mea.rs the common seal or official seal ofthe company as the case may

be.

(e)

(0

(e)

"the Act" mear's the Companies Act,2017

"the Commissi )n" means the Securities and Exchange Commission of Pakistan

"person" includes an individual, company, corporation and body corporate.
"anicles" mean; the articles ofassociation ofthe company.
"board" means the board ofdirectors ofthe company.
"year" used in the context of financial matters shall mean financial year of the
company.
Expressions rel-erring to writing shall be construed as including references to
typewriting, prilting, lithography, photography and other modes ofrepresenting or
reproducing words in visible form.
Words importing the singular number include the plural number and vice versa and
words importinlithe masculine gender include the feminine gender.
Unless the con:ext otherwise requires words or expressions contained in these
Articles shall bo of the same meaning as in the Act or any statutory modification
thereof in forc: at the date at which these Articles become binding on the
company.

"the registrar" means the registrar ofcompanies as defined in the Companies Act,
20t7.

(h) "the register" neans the register ofthe members to be kept in pursuant to section
I l9 of the Act.

(D "chief executiv,." means the chiefexecutive ofthe company

C) "secreta4/" meims the company secretary ofthe company

(k) "memorandum" means the memorandum ofassociation ofthe company

o
(m)
(n)
(o)

2

(p)

(c)

G)

MEMBERSHIP

The number of membr'rs with which the company proposes to be registered is ......, but
the minimum number ,rf members shall not be, at any time, less than three (3). However,
the directors may, fiom time to time, whenever the company or rhe business of the
company requires, increase the number of members.
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The company in general meeting rnay from time to time lay down the qualifications and
conditions subject to which any person or class of persons shall be admitted to
membership of the company.

The rights and privileges ofa member shallnot be transferable and shall cease on
his death or otherwise ceasing to be a memb€r.

The subscribers to the memorandum and such other persons as the directors shall
admit to membership shall be members ofthe company.

One person shall have the right to hold one membership.

ADMISSION TO MEMBERSHIP

The application for seeking membership of the company shall be required to be seconded
by an existing member whereupon the board of directors shall decide the matter of his
admission as member or otherwise within ninety days of making of such application. No
minor or lunatic shall be admitted as a member ofthe company.
Every person, upon applying for admission to membership, shall submit to the company
an undertaking on the stamp paper ofappropriate value that:

(a) I have not been associated with any money laundering or te[orist financing
activities and neither have approved receipt of nor received such monies and
likewise neither have approved disbursement of nor disbursed such monies in any
manner for money laundering or tenorist financing purposes; and

(b) [ have not been associated with any illegal banking business, deposit taking or
financial dealings or any other illegal activities.

The board shall subject to the Articles, accept or reject any applicatiol for admission to
membership. The board's decision shall be final and it shall not be liable to give any
reasons thereof.

CESSATION / EXPULSION FROM MEMBERSHIP

A member renders himself liable to expulsion or suspension by the board if:
(a) he refuses or neglects to give effect to any decision ofthe board; or

(b) he infiinges any ofthe regulations ofthe aiicles; or

(c) he is declared by a court of competent jurisdiction to have committed a fiaud, or to be

bankrupt. or to be insane or otherwise incompetent: or

(d) he is held by the Committee of the company to have been guilty of any act

discreditable to a member of the company; or

(e) he is acting or is threatening to act in a manner prejudicial to the objects, interest or
functioning of the company or any other institute, body corporate, society,
association or institution in which the company has an interest.

The company in general meeting may, on an appeal of the aggrieved member and afier
giying an opportunity of hearing, annul or rnodi! the decision of the board with regard to

4

5

6

,7

8

9

l0

ll
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expulsion of the me-nber by resolutron supported by two-thirds majority. The person

expelled shall be reirEtated as a member ftom the date of the resolution of the general

meeting annulling th( decision of the board.

Termination of m-'mbership shall occur automatically:

(a) in the event ol'the death ofa member; and
(b) in the event a member fails to pay any amount due by him to tire company within

three (3) months after such obligation has become due.

GENI]RAL MEETINGS AND PROCEED]NGS

ANNUAL GENERAL MEETING

A general meetinlS to be called annual general meeting, shall be held, in accordance
with the provisions o-Section 132, within sixteen months (16) months fiom the date of
incorporation ofthe c rmpany and thereafter once at least in every calendar year within a

period of four (4) mo rths following the close of its financial year as may be determined
by th€ directors.

OTHER GENERAL MEETINGS

All other meetings of the members of the company other than an annual general

meeting shall be calle(l "extraordinary general meetings".

EXTIUORDINARY GENERAL MEETI NGS

The directors may, whenever they think fit, call an extraordinary g€neral meeting, and
extraordinary general meeting shall also be called on such requisition(s), as is provided
by section 133 ofthe l'.ct.

NOTICE OF GENERAL MEETINGS

Twenty-one (21) cays' notice at least (exclusive of the day on which the notice is

served or deemed to be serued, but inclusive of the day for which notice is giyen)
specifuing the place, ttLe day and the hour of meeting and, in case of special business, the
general nature of that business, shall be given in the manner provided by the Act for the
general meeting, to surh persons as are, under the Act or the Anicles of the company,
entitled to receive such notices from the company but the accidental omission to give
notice to or the non-ier:eipt of notice by any member shall not invalidate the proceedings
at any general meeting

SPECIAL BUSINESS

All business that s transacted at an extra ordinar; general meeting and that is
transacted at an annua general meeting with the exception of the consideration of the
financial statements and the reports of the director and auditors, the election of directors,

t7
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the appointment ofand the fixing ofremuneration ofthe auditors shall be deemed special
business,

QUORUM

No business shall be transacted at any general meeting unless a quorum of members
representing not less tha! two (2) members or twenty-five percent of the total number of
rnembers of the company, whichever is greater. is present personally or through video-
link at the time when the meeting proceeds to business-

(a) in the case of a public listed company, unless the articles provide for a larger
number, nor less than ten members present personally, or through video-link who
represent not less than rwenty-fiye percent of the total voting power, either of their
own account or as proxies;

(b) in the case of any other company having share capital, unless the articles provide
for a larger number, two members present personally, or through video-link who
represent not less than twenty-five percent of the total voting power, either of their
own account or as proxies.

EFFECT OF QUORTJM NOT BEING PRESENT

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 and in
any other case, it shall stand adjoumed to the same day in the next week at the same time
and place and if at rhe adjoumed meeting a quorum is not present within half an hour
from the time appointed for the meeting, the members present in person or through video-
link, being not less than two, shall be a quorum.

CHAIR}'AN OF MEETING

The chairman of the board of directors, shall preside as chairman at every general
meeting of the company, but if he is not presenl within fifteen minutes after the time
appointed for the meering, or is unwilling to act as chairman, any ofthe dircctors present
may be elected Io be the chairman and ifnone ofthe directors present is willing to act as

chairman, the members present shall choose one oftheir number to be the chairman.

ADJOURNMENT

The chairman may, with the consent of any meeting at which a quorum is present (and
shall if so directed by the meeting), adjoum the meeting from time to time but no
business shall be transacted at any adjoumed meeting other than the business left
unfinished at the meeting from which the adjoumment took place. When a meeting is

adjourned for fifteen ( l5) days or more, notice of the adjoumed meeting shall be given as

in the case of an orrginal meeting. Save as aforesaid, it shall not be necessary to give any
notice ofan adjoumment or ofthe business to be transaqed at an adjoumed meeting.
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22 At any general meetiDg a resolution put to the vote to lhe meeting shall be decided on a

show of hands and a declaration by the chairman that a resolution ha^s been carried, or

carried unanimously, rr by a particular majority, or lost, and an entry to thal effect in the

book ofthe proceedings ofthe company shall be conclusive evidence ofthe fact, without

proof of the number or proportion of the votes recorded in favour of or against that

resolution.

CASTING VOTE

23 ln the case of an equa ity of votes, the uhairman of the mecting shall have and exercise a

second or casting vote

VOTES OF MEMBERS

24 (l) Votes may be _liven on any matter by tlre members either personally or through
video-link or b;r proxy or by means of postal ballot.

(2) At any general meeting, the company shali transact such businesses only through
postal ballot as may be notified by the Commission.

OBJECTION TO VOTE

25 No objection shall be raised to the qualification of any voter except at the meeting or
adjoumed meeting at $hich the vote objected to is glveo and tendered, and every vote not
disallowed at such meoting shall be valid for al! purposes. Any such objection made in
due time shall be refered to the chairman of thc meetine. *hose decision shall be final
and conclusive.

MAN,\GEMENT AND ADMINISTRATION

26 There shall be, for the r verall management ofthc companl"s affairs, a board ofdirectors,
which will be elected fr)m amonBst the menrbers.

2'1 One term ofthe boa'd ofdirectors would be tbr three vears

No person shall be rrppointed as a director if he rs ineligible to hold oflice ofdirector
ofa company under section I53 ofthe Act.

No member / person shall hold more than one office in the company, such as those of
ChiefExecutive / director or company secretary simultaneously.

FIRST DIRECTORS

The following subscribers of the memorandum of association shall be the first directors
of the company, so, horvever, that the number of.directors shall not in any case be less

28

29

30



3t

32. (D

105

than that specified in section 154 and they shall hold office until the election of directors
in the annual general meeting;

Lab
2. cd
3. ef
4.eh

NUMBER OF DIRECTORS

The number of directors shall not be less than three (3) and not more than nine (9). The

directors ofa company shall, subject to section 154, fix the number ofelected directors of
the company not later than thiny-five days before the convening ofthe general me€ting at

which directors are to be elected, and the number so fixed shall not be changed except

with the prior approval of a general meeting of the company such that the minimum
number of directors shall not b€, at any time, less than three (3). A retiring director shall

be eligible for re-election.

PROCEDURE FOR ELECTION OF DIRECTORS
The directors of the company shall be elected in accordance with provisions of
sub-sections (l) to (4) ofsection 159 ofthe Act, in the following manner:

(iD

(a) the directors of the company shall be elected by the members of the
company in general meeting;

(b) each member shall have votes equal to the number of directors to be
elected;

(c) a member may give all his votes to a single candidate or divide them, not
being in fractions, between more than one of the candidates in such
manner as he may choose; and

(d) the candidate who gets the highest number of yotes shall be declaed
elected as director and then the candidate who gets the next highest
number of votes shall be so declared and so on until the total number of
directors to be elected has been so elected.

If the number of persons who offer themselves to be elected is not more than the
ntmber ofdirectors fixed by the directors under sub-section (l) ofsection t59, all
persons who offered themselves shall be deemed to have been elected as

directors.

CASUAL VACANCY AND ALTERNATE OR SUBSTITUTE DIRECTORS

(a) Any casual vacancy occurring among the directors may be filled up by the

directors within thirty days ofthe vacancy and the person so appointed shall hold

office for the remainder of the term of director in whose place he is appointQd.

(b) An existing director may, with the approval ofthe board of directors. appoint an
altemate director to act for him during his absence from Pakistan of not less than

33
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ninety days. The altemate director so appointed shall ipso facto vacate office if
and when the director appointing him retums to Pakistan.

(c) A person shall be eligible for appointment against casual vacancy or to acl as

altemate direltor only if he is a member and is nol already a director of the
company.

REMOVAL OF DIRECTOR
The company may rerove a director through a resolution passed in a general meeting of
memben in acbordan )e rvith section 163 ofthe Act-

CHAIR},IAN OF'THE BOARD
The directors may elect one of their members as the Chairman of the board. The
Chairman ofthe boarrl shall preside at all meetings ofthe board bur, ifat any meeting the
chairman is not preser)t within ten minutes after the time appoioted for holding the same
or is unwilling to act as chairman, the directors present in person or through video-link
may choose one ofth€ir member to be chairman ofthe meeting.

DU!'IES AND POWERS OF THE BOARD

The board shall conduct and manage all the business affairs of the company. exercise all
the powers, authoritieri and discretion of the company, obtain or oppose the application
by others for all concessions, grants, chaners and legislative acts and authorization fiom
any government or authority, enter into such contracts and do all such other things as

may be necessary for carrying on the business ofthe company, except only such ofthem
as under the statutes and Articles are expressly directed to be exercised by general
meetings and (withorrt in any way prejudicing or limiting the extent of such general
powers) shall have the following special powers and duties:
(a) To present to tte general meeting of the company any matters which the directors

feel are material to the company, its objects or interests or affecting the interests
of members and make suitable recommendations regarding such maners.

(b) To regulate, thrlugh articles, the admission ofmembers

(c) To appoint, renLove or suspend the legal advisors, bankers, or other officers on
such terms and t:onditions as they shall think fit and as may be agreed upon.

(d) To determine lhe remuneration, terms and conditions and powers of such
appointees and lrom time to time, revoke such appointments and name another
person of similzr status to such oflice except for the auditor in which case the
relevant provisicns ofthe Act shall be followed.

(e) To delegate, frorr time to time, to any such appointee all or any ofthe powers and
authority ofthe t oard and to reconstitute, restrict or vary such delegations.

(0 To appoint any rlualified person as a first auditor(s) subject to provisions of the
Act:
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(g) To agree upon and pay any expenses in connection with the company's objecs
and undertakings and pay all the expenses incidental to the formation and
regulation of the company.

(h) To constitute from time to time committee(s) from among themselves or co-opt
other persons for the purpose and delegate to them such functions and powers as

ttre board may deem fit to carry out the objects of the cornpany.

(D Subject to the provisions of section 183 of the Act, the directors may exercise all
the powers of the company to borrow and mortgage or charge its undertaking.
property and assets (both present and future) or issue securities, whether outright
security for any debt, liability or obligation ofthe company.

PROCEEDINGS OF THE BOAR"D
The board shall meet at l€ast once in each quarter of every year, subject thereto meetings
ofthe board shall be held at such time as the directors shall think fit. All meetings of the
board shall be held at the registered office of the company or at such other place as the
board shall fiom time to time determine. The meetings of the board shall be called by the
chairman on his own accord or al. the request of the chief executive (or any three
directon) by giving al leasr seven (7) days' notice to the members ofthe board.

At least one-third (t/3'd) ofthe total number ofdirectors or two (2) directors whichever is
higher, for the time being of the company, present personally or through video-link, shall
constitute a quorum.

Save as otherwise expressly provided in the Act, every question at meetings of the board
shall be determined by a majoriry of votes of the direttors present in person or through
video-link, each director having one yote. In case of an equality of votes or tie, the
chairman shall have a casting vote in addition to his original vote as a director.

The directors shall cause records to be kept and minutes to be made in book or books
with regard to-

(a) all resolutions and proceedings of general meeting(s) and the meeting(s) of
directors and committee(s) of directors, and every memb€r present at any general

meeting and every director present at any meeting of dir€clors or committee of
directors shall put his signature in a book to be kept for that purpose;

(b) recording th€ names ofthe persons present at each meeting ofthe directors ard of
any comminee ofthe directors, and the general meeting; and

(c) all orders made by the directors ard committee(s) ofdirectors:

Provided that all records related to proceedings through video-link shall be
maintained in accordance with the relevant regulations specified by the Commission
which shall be appropriately rendered into writing as part ofthe minute books according
to the said regulations.
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RE!;OLUTION THROUG H CIRCULATION

A resolution in wririrrg signed by all directors for the time being entitled to receive notice
ofthe meeting ofdirectors or aflirmed by them in writing shall be as valid ard effectual
as if it had been pass:d at a meeting ofthe directors duly convened and held.

CHIEF EXECUTIVE

The directors may aF,point a person to be the Chief Executive of the company and vest in
him such powers alld firnctions as they deem fit in relation to the management and
administration of th: affairs of the company subject to their general supervision and
control. The ChiefE(ecutive, ifnot already a director, shall be deemed to be a director of
the company and be :ntitled to all the rights and privileges and subject to all the liabilities
ofthat office.

QUALIFICATION OF THE CHIEF EXECUTIVE

No person who is n<,t eligible to become a director of the company under section 153 of
the Act, shall be app )inted or continue as the Chief Executive ofthe company.

REMOVAL OF CHIEF EXECUTIVE

The directors by passing resolution by not less than three-fourths of the total number of
directors for the tinre being or the company may by a special resolution passed in a
general meeting remJve a chiefexecutive before the expiry of his term in office.

MINUTE BOOKS

The directors shall ,:ause records to be kept and minutes to be made in book or books
with regard to-

(a) all resolutiorrs and proceedings of general meeting(s) and the meeting(s) of
directors and committee(s) of directors, and every member present at any general

meeting ard every director present at any meeting of directors or committee of
directors shaLl put his signature in a book to be kept for thqt purpose;

(b) recording th(: names ofthe persons present at each meeting ofthe directors and of
any committ:e ofthe directors, and the general meeting; and

(c) all orders made by the directors and committee(s) ofdirectors:

Provided rhat rll records related to proceedings through video-link shall be

maintained in accordan;e with the relevant regulations spbcified by the Commission which
shall be appropriately rr:corded into writing and made pan of the minute books according to
the said regulations.
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SECRETARY

The Secretary. shall be appointed (or removed) by the chairman of the company with the
approval ofthe board.

The Secretary shall be responsible for all secretarial functions and shall ensure
compliance with respect to requirements of the Act conceming the meetings and record
of proceedings of the board, committees and the general meeting of members, review the
applications for admission to membership and the recommendations accompanying the
sa.me to ensure that they are in the form prescribed, ensure that ail notices required by
these Articles or under the Act are duly sent and that all retums required under the Act
are duly filed with concemed Company Registration Office.

COMMfTTEES

The directors may delegate any of their powers to commitrees consisting of such member
or members of their body as they think fit and they may from time to time revoke such
delegation. Any committee so formed shall, in the exercise of the powers so delegated,
conform to any regulations that may from time to time be imposed on it by the directors.

CHAIRMAN OF COMMITTEE MEETINGS
A committee may elect a chairman of its meetings, but, if no such chairman is elected, or
if at any meeting the chaiman is not present within fifteen (15) minutes after the time
appointed for holding the same or is unwilling to act as chairman, the members present
may choose one ofthem to be the chairman ofthe meeting.

PROCEEDINGS OF COMMITTEE MEMBERS

A comminee may meet and adjoum as it thinks proper. Questions arising at any meeting
shall be determined by a majority of votes ofthe members present. In cilse ofan equality
ofyotes, the chairman shall have and exercise a second or casting vote.

VALIDITY OF DIRECTORS' ACTS

All acts done by any meeting of the directors or of a commiftee of directors, or by any
person acting as a director, shall, notwithstanding that it b€ afterwards discovered that
there was some defect in the appointment ofsuch directors or peBons acting as aforesaid,
or that they or any ofthem were disqualified, be as valid as if every such person had been
duly appointed and was qualified to be a director.

THE SEAL

The directors shall provide for the safe custody ofthe seal, which shall not be aflixed to
any instrqment except by the authority of a resolution of the board or by a committee of
directors authorized in that behalf by the directors, and two directors or one director and
the Secretary of the company shall sign every instrument to which the seal shall be

affixed.

53
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FINANCES

54 The funds of the co npany shall be applied in defraying the expenses and shall be
applicable in or towads the acquisition by purchase, lease or otherwise and fumishing
and maintenance of stLitable premises and assets for the use of the company and shall be
subject to the general ,)ontrol and direction ofthe board.

55 No person, except pelsons duly authorized by the boad and acting within the limits of
the authoriry as conferred, shall have authority to sign any cheque or to enrer into any
contract so as thereby to impose any liability on the company or to pledge the assets of
the company.

ACCOUNTS

BOOKS OF ACCOUNT

56 The directors shall carse to be kept proper books of account as required under Section
220 of the Act so that such books of account shall be kept at the registered office or at
such other place as thr: directors think fit as provided in the said section 220 and shall be
open to inspection by r he directorc during business hours.

INSPECTION BY MEMBERS

57 The directors shall from time to time determine the time and places for inspection of the
accounts and books ol the company by the members not being directors, and no member
(not being a director) shall have any right to inspect any account and book or papers of
the company except as confened by law or authorized by the directors or by the company
in general meeling.

ANNUAL ACCOUNTS

5E The directors shall as required by section 223 of the Act cause to be prepared and to be

Iaid before the compar y in annual general meeting such financial statements duly audited
and repons of the audi:ors and the directors as are required under the Act.

COPY OT ACCOUNTS TO BE SENT TO MEMBERS

59 A copy of financial statements alongwith the reports of directors and auditors of the
company shall, at leart twenty-one (21) clear days before the holding of the general
meeting, be sent to dll the members and the persons entitled to receive notices ofgeneral
meetings, in the mann,:r in which notices are to be given as provided in section 55 of the
Act.

AUDIT

60 Auditors shall be appointed and their duties regulated in accordance with Sections 246
to 249 of the Act.
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NOTICE TO MEMBERS

Notice shall be given by the company to members and auditors ofthe company and other
persons entitled to receiye notice in accordance'/irh section 55 ofthe Act.

INDEMNITY

Every officer or agent for the time being of the company may be indemnified out of the
issets ofthe company against any liability incurred by him in defending any proceedings,

whether civil or criminal, arising out of his dealings in relation to the affairs of the

company, except those brought by the company against him in which judgment is given
in his favour or in which he is acquitted, or in connection with any application under
section 492 in which relief is granted to him by the Coun.

SECRECY

Eyery director, secretary, auditor, trustee, member ofa committee, omcer, servant, agent,

accountant, or other person employed in the business of the company shall observe strict
secrecy representing all transactions of the company, and the state of account with
individuals and in matters relaling thereto and shall not reveal any of the matters which
may come to his knowledge in the discharge of his duties exc€pt when required so to do
by the directors or the company in general meeting or by a court of law, and except so far
as may be necessary in order to comply with any ofthe provisions herein contained.

WINDING UP

In the case of winding up or dissolution of the company, any surplus assets or property,
after the satisfaction of all debs and liabilities, shall not be paid or disbursed among the
members, but shall be given or transferred to some other company established under
section 42 of the Act, preferably having similar or identical objects to those of the
company and with the approval required under thc relevant provisions of the Income Tax
Ordinance, 2001 and under intimation to the Securities and Exchange Commission of
Pakistan.

with regard to winding up, the company shall comply with the relevant provisions of the
Act and the conditions of licence granted under section 42 of the Act or any directions
contained in a revocation order passed by the Commission under the said section 42.

SUPPLEMENTARY PROVISIONS RELATING TO TAX

65. The company shall abide by and adhere to the following rules

(i) The company shall get its annual accounts audited from a firm of Chartered
Accountants.

The company shall, in the evenl of its dissolution, after meeting all liabilities,
transfer all its assets to an Institution, fund, trusl society or organization, which is

an approved non-profit organization, and intimation of such transfer will be given
to Commissioner, Federal Board of Revenue, within ninety days of the
dissolution.

(iD
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(iii) The company shall utilize its money, property or income or any pan thereof,
solely for prornoting its objects.

(iv) The compan) shall not pay or transfer any ponion of its money, propeny- or
income, direo ly by way of dividend, bonus or plofit, to any of its members(s) or
the relatiye or relatives ofmember or members.

(v) The company shall maintain iB banks accounts with a scheduled bank or in a post
office or national saving organization, National Bank of Pakistan or national
commercializr:d banks.

(vi) The company shall regularly maintain its books of accounts in accordance with
generally accepted accounting principles and permit their inspection to the
interested mernbers ofthe public, without any hindrance, at all reasonable times.

(vii) Without prejudice to the powers conferred on the Commission under section 42 of
the Act, the association shall not change its memorandum and articles of
associatioo u ithout approval of Commissioner, Income Tax, if it has been
approved by L im as a non-profit organization.

(viii) The company shall restrict the surpluses or monies validly set apart, excluding
restricted funrls, up to twenty five percent (25%) of the total income of the year.
Provided that such surpluses or monies set apart are invested in Govemment
Securities, a collective investment scheme authorized or registered under the Non-
Banking Finarrce Companies (Establishment and Regulation) Rules,2003, mutual
funds, a real 3state investment trust approved and authorized under Real Estate
Investment Trust Regulations, 2008 or scheduled banks.
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We. the several, persons whose names and addresses are subscribed below are desirous ofbeing
formed into a com an tn ursuance of these articles ofassociation:-

Dated the day of 20

Witness to above s TCS or the documenls submitled in 'sical

Signature

Full Name (in Block Letters)

Fader'V Husband's name

Natronalitv

Occupatioo

NIC No

Usual residential ad&ess

Witness to above sigtattJtes. (For the docaments submitted electonically)
(Dig al Signature Cerltrtcak Pro!ider)

Name:
Address

NIC No ('n

Passpon No)

Falh€r'y
Hustond's

tu

Nat,onalit(i

Nalronalq

I
a

o
fo.mer) 

'n 
full

(rn AlGk
Leners)

lJsual resrdenlral address rn fullor the
rcBrsterdd,' pnncrpal ollice addrcss for a

subsc!b.r olher than naluml peson
rI
90
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SECOND SCHEDULE
FORM OF STATEMENT IN LIEU OF PROSPECTUS TO BE DELIVERED TO
REGISTRAR BY A COMPANY WHICH DOES NOT ISSUE A PROSPECTUS

SECTION I

FORM 0F STATEMENT AND PARTICULARS TO BE
CONTAINED'THERtrIN

(Pwsudht to sectioh l9 of the Companies Act, 2016)

Name of the com

2

3 istered Office

Corporate Universar
Identification No. ((lU

T No
Far No
Website Addrcss: '
E-mail Address

8. Authorized share ca ital ofthe com
s
No

I

2

Kind of
shares

Class of
shares

3

9. Descri n ofthe )usiness to be actual undertaken:-

t0- Future s ofthe said business:-

4

5

6
7

Face/nominal
value Rs.

Number of
shares

Total
Amount
(Rs.)

Special
rights in
case of
other than
ord inary
shares
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I l. Paniculars of chief executive. directors, company secretary, chief accountant, chief financial
officer, auditor al advisor and man ln if ofthe co

12. Remuncration able to the referred to in I I above:-

Name Father's/
husband's
namc

CNIC
No-

Occupation
and
direcrorship in
other company

Tele
No.

Cell No E-mail
Address

Residential
Address

a ChiefExecutive

b Directors:-
I
2

3

4

5

6
,7

(c) Company Secretary:-

(d) Chief Accountant/Chief Financial Offi cer:-

(c) Audito(s) ofthe company:-

(0 Legal advisor:-

(g) Managing agent; if any:-

S

No
Position in the
Company

Remuneratron
payable

Relevanl
provision of
anicle, ifany

Relevant clause
of agreement if
any

(a) ChiefExecutive
(b) Directors

(l)
(2)
(l)
(4)
(5)
(6)
(1\

(c) ComDany Secretary
(d) Chief Accountant/Chief

Financial Oflicer
(e) Auditor
(0 Lesal Advisor
{P) Managing Agcnt
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l:i. Number and amount ofsh rres issued. including those agreed to be taken by virtue of
Memorandum of Association for cash:-

t
No

Amounl

otherwise than in cash

I5. Commission to b(i aid for anan tn the subscribcrs of shares:-

Number of
shares agrer:d
to be

subscribed
against the
commissiotl

l6- Number and amount of Cebentures a to be issued for cash:-

( lass of
slares

Face /
nominal
Value

Details of
consideration

Face/
Nominal
Value

14. Number and amount ofsl.ares ed to be issued for consideration otherwise than in cash:-
Number of
shares

Number of
debentures

Date for
exercising
the option

To lvhom
option
offered

I 7. Number and amount of deb€ntures ed to be issued for consideration otherwise than in cashi
Face Value

I8. Commission reed to be

Number <,f
debentur(s
agreed to be
subscribed
against tte
commiss on

aid for arran the subscribers of debentures:-

Facc ,/

Nominal Value
Number
ofshares

Amount Names of
allottee

Nature ofthe
commtsslon

Rate of the
commlssron

commrsslon
paid

Amount
ofthe

Amount of
the
commission
payable

Direct or
indirect
interest ifany,
ofthe
persons,

state.d in
clause I I

Number of
debentures

Amount Date for
exercising the
option

To whom
option offered

Whether offer
accepted
Yes / No

Amount Details of
consideration

Date for
exercising the
option

To whom
option offered

Nature ofthe
commlsslon

Rate of the
commission

Amount
ofthe
commlsston
paid

Amount
of the
commlsston
payable

Direct or
indirect
interest ifany,
of the
persons,

stated in
clause I I
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19. Details ofthe every agreement entered into since the date of incorporation relating to property or
other intangiblb assets ofthe value exceeding Rs.100,000/- :-

20. Details ofall other material contracts executed or intend€d to be executei by the company:-

S

No
Nature of
contract

Dates and
places of
execution
ofcontracts

Time and
place for
inspection
ofcontracts

Name of
the parties
to contracts

lmportant
terms &
conditions
of cont?acts

Direcl or
indirect
intcrest if
any, of the
persons,
nanated in
clause I I

l
2

3

(Copics of contracts to be enclosed. If a contract is not reduced in writing, a memorandum giving full
particulars and ifnot in English, its translation in English or Urdu shall be enclosed)

21. ln case it is proposed to acquire a running business, net profit / loss ofthat business as certified by
the auditor for the last 5 ycars:-

Year ended Amount ofnet
profit / loss

Business
carried on sinc€ (datc)

Direct or indirect
interest, ifany, ofthe
persons, stated in clause
ll

22. Details of preliminary expenses:-

Narne(s) &
address(es) of1he
vendor/purchaser

Particulars of the
property or other
intangible asses
intended to be
purchased or sold

Amount intended
to be
paid or received
in cash

Consideration Direcl or indirect
interest if any, of
the persons,

stated in clause
ll

s.
No

Particulars
of pa),ment

Amount of
preliminary
expenses

Paid /
Payable to

Paid by Payable by Consideration
(in cash or
kind to be
specified)

I

2

3

4
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sed utilization23. Minimum subscription and its o

Amount of minimum subscri )tion

Proposed utilization of minimum
subrjtr tr:- '-"!

Price ofany propef/ purchased or to be(r)
urchased

(iD Preliminary expensts payable by the
com

(iii) Commission payabl: to any person in
consideration ofhis agreeing to subscribe
or rocure shart,s in the com

(iv) Repayment of any nroneys borrowed by
the company in respect ofany ofdle
fo manets.

(Y) Workin ital
(vi Other ex ditures

24. Amount to be provided n respect of the mattcrs aforesaid otherwise than out of the proceeds of
rninimum subsc on and the sources out ofwhich those amount to be rovided

S Amount Source offunds
\o.

25. S ofthe Direct('rs or their ts authorized in writ
Name

Date

NotG: + - ln case of Audito! and Legal Advisor, being a firm the name of firm shall be mentioned.

tt - The occupation ofthe ndividual and the namels) ofthe compary(s) in which he holds the office
of Chief Executive/Director shall b€ montioned.

++* - In case ofAuditor an(l Legal Advisor, the address ofhis/its office shall be mentioned.

S

No
Signature
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SECTION 2

REPORTS TO BE SET OUT

L Where it is proposed to acquire a business. a repon made by auditors (who are named in the
statement) upon:-

(a) the profits or losses of the business in respect of each ofthe five financial years
immediately preceding the delivery ofthe statement to the registrar, and

(b) the asrts and liabilities ofthe business as at the last date to which th€ accounts of
the business were made up.

2. (l) where it is proposed to acquire shares in a body corporate, which by reason of the
acciuisition or an),thing to be. done in consequence thereof or in connection therewith will
become a subsidiary of the company, a report made by auditors (who shall be named in the
statement) with respect Io the profits and losses aDd assets and liabilities of the other body
corporate in respect of each of rhe five financial years immediately preceding the delivery of the
statement to the registrar;

(2) lf the other body corporate has no subsidiaries, the report refened to in sub-clause (l)
shall-

(a) so far as regards profits and losses, deal with the profits or losses of the body
corporate in respect of each of the fiye financial years immediately preceding the
delivery ofthe statement to the registrar; and

(b) so far as regards assets and liabilities, deal with the assets and liabilities of the
body corporate as at the last date to which the accounts of th€ body corporate
were made up.

(3) lf the other body corporate has subsidiaries the report refened to in sub-clause(l)
shall

(a) so far as regards profits and losses, deal sepaIately with other body corporate's
profits or losses as provided by sub-clause (2), and in addition either -
(D as a whole with the combined profits or losses of its subsidiaries so far as

they concem members of the other body corporate; or

(ii) individual with the profits or losses of each subsidiary, so far as they
concem member of the other body corporate; or instead of dealing
separately with the other body corporate's profits or losses, deal as a

whole with the profits or losses ofthe other body corporate and, so far as

they concern members of the other body corporate, with the combined
profits or losses of its subsidiariesi and
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(b) so far as r,jgards assets and liabilities deal separately with the other body
corporate's Issets and liabilities as provided by sub-clause (2) and, in addition,
deal either -

(D as a rvhole with the combined assets and liabilities of its subsidiaries, with
or without the other body corporate's assets and liabilities; or

(iD individually with the assets and liabiliries of each subsidiary; and shall
indicrte, as respects the assets and liabilities of the subsidiaries. the

allou ance to be made for persons other than members ofthe company.
SECTION 3

PROVISIONS APP LYING TO SECTIONS I AND 2 OF THIS STATEMENT

3. (l) Every person shrll, for the purposes ofthe statement, be deemed to be a vendor who
has entered into any contra,lt, absolute or conditional, for the sale or purchase, or for any option
of purchase, ofany properq' to be acquired by the company, in any case where-

(a) the purchase money is not fully paid at the date ofthe issue ofthe statement;

(b) the purchase noney is to be paid or satisfied, wholly or in part, out ofthe proceeds

ofthe issue r'ffered for subscription: or

(c) the contract depends for its val'idiry or fulfilment on the result ofthat issue.

(2) In case the conrpany was incorporated or the body corporate referred above was
established less than five years before the making of the statement, reference to five financial

)'ears in sections I and 2 shrrll be deemed replaced for the actual period.
4. Any repo( required by section 2 ofthe statement shall either -

(a) 'indicate by rvay of note any adjustments as respects and figures of any profits or
losses or ass,:ts and liabilities dealt with by the report which appears to the person

making the rrpoft necessary; or

(b) make those edjustments and indicate that adjustments have been made

5. Any report by auditors required by section 2 of the statement, shall be made by auditors
qualified under the Act for rppointment as auditors ofa company.
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THIRD SCHEDULE

(Section 221 ofthe Act)

Classification of Companies

Cl.6sificltion Criterla o, Con
S.t{0.

Applic.blc
FrrmctYort

Accountin0 RelrYanl Schrdule
ofcofipa €a Bill

1 Public lnte.clt Company t Lrr0e Sized Com9any (PILSC)

Sub+rbgori6 of PILSC

a) Listed Company lntemalbnal Financial Reporting

Standards

Fourlh Sdedule

b) Non listed Company which is.

(i) a public sector company as defined in he
Act or

(iit a public utility or similar company carying
on lhe business of esseotial public

seryice; oa

( i i i) holding assets in a fiduqary c€paily tor a
broad group ol oubuers, such as a bank,
insurance company, seqlities
bro*erldeale., pensbn fund, mulual fund

or investnent bankinq enlity.
lotematimal Fhancial Reportirg

Standards Filfi SdEdule
c) Non-listed Company with:

(i) paid-up cap'lalof Rs 200 millioo or more;

or
(ii) tumove. ol Rs. 1 billpn ff moreior
( iii) emplo)€es more than 750; or

ri\) suci number ol membeE holding

ordinary shares as may be notified; or
(v) asseb exceeding such value as may be

notifed.

d) Foreign Company wilh tumover of Rs. 1 b lbn or
more.

e) Non-listed Company hcenced / fomed under
S€ctron 42 / kion 45 of he Act having annual
grcss revenue (granb/incooE/subsiries/donatixE)
including other incorndreyenue ol Rs. 200 miHion

and above.

lntemalbnal Fnanc6l Repoding
Siandards and

Accounting Standards for NPOS

Fifh Sc+Edule

2 Iedium Sired ComF.ny (ISC)

SuEcat€gories ol MSC

a) Non-lbted Public Company wih:
( i) paij-up cafrial less lhan Rs.2m milion;
(ii) turnover less lhan Rsl billion;

(iii) Employees more than 250 but less than
7fi.

lntemalivEl Financial Reporting
Standards ,or SMES

Fifth Sdredule
b) Pnvate Company wilhl

(i) pa r-up capitalof greatei than Rs. 10

million but nol erceeding Rs. 200
m [on;

(ii) tumover greater Slan Rs. tm m ion

but not exceeding Rs 1 tillioo,
(iii) Employees .nore lhan 250 but less

than 750.

c) A Forergn Company which has turnover hss lhan

Rs. 1 billion.
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Non-listed Compary licenced / forrned under

Seclion 42 or 45 of the Act which h6 annual gross

revenue (grants/incomdsubsrdies/donations)

includino other nco,ne or revenue less than Rs m0
mrllion

Smdl Sizcd Comprny (SSC)

A pdvate company having:

(i) paid-up clpital up to Rs. '10 million;

(ii) trmover r)ot exceeding Rs.100 millon;

l E s not more thao 250

NOTE:

l. The classification of a company shall be based on the previous year's audited financial
statements.

2 The classification of a company can be changed where it does not fall under the previous

criteria for two consecut ve years.

3. The number of employer:s means the average number ofpersons employed by a company in

that financial year calculrted on monthly basis.

d)

3.

Accounting Standards lor NPos Fifth Schedule

Revsed AFRS for SSES Fifth Sctpduh
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FOURTH SCHEDULE

(See Section 225)

DISCLOSURE REQUIREMENTS AS TO FINANCIAL STATEMENTS OF LISTED
COMPANIES AIID THETR SUBSIDIARIES

PART I

CENERAL REQUIREMENTS

I. All listed companies and their subsidiaries shall follow the Intemational Financial
Reponing Standards in regard to financial statements as are notified for the purpose in the
oflicial Cazette by the Commission, under section 225 ofthe Companies Act, 2016 (Act);

II. The disclosure requirements, as provided in this schedule, are in addition to the
disclosure requiremenrs prescribed in Intemarional Financial Reponing Standards notified by the
Commission and shall be made in the notes to the accounts unless specifically required
otherwise:

III. In addition to the information expressly required to be disclosed under the Act and this
schedule, there shall be added such other information as may be considered necessary to ensure
that required disclosure is not misleading.

IV. In this schedule, unless there is anything repugnant in the subject or context-

A. "capital reserve'' includes

(i) share premium account;

(ii) reserve created under any other law for the time being in force;

(iii)reserve arising as a consequences ofscheme ofarrangement;

(iv)profit prior to incorporation; and

(v) any orher reserve not regarded fiee for distribution by way ofdividend

B "executive" means an employee, other than the chief executive and directors,
whose basic salary exceeds twelve hundred thousand rupees io a financial year;

C. "revenue reserve" means reserve that is normally regarded as available for distribution
through the profit and loss account. including general reserves and other specific reserves
created out ofprofit and un-appropriated or accumulated profits ofprevious yearsl
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V. Any word or expr'jssion used herein but not defined rn the Act shall have the same

mCaning as under the Intenrational Financial Reporting Standards:

VI. The following shall be disclosed in the financial statements. narnell:

L General information about the company comprising the following:

(i) GeographiciLl location and address ofall business units includinq Mills/plartt;

(ii) Particulars of company's immovable fixed assets, including location and area of
Iand:

(iiD The capaciq of an industrial unit, actual production and the reasons lor shortfall;

(iv) Number of Persons employed as on the date of financial statements and average
number ofe.nployees during the year. separately disclosing lactory employees;

(v) Name of asl;ociated companies or related parties or undertakings along with the
basis of rr:lationship describing common directorship and percentage of
shareholdinlr.

l. In respect of associat:d companies. subsidiaries, joint venrures or holding companies
incorporated outside Pakistrn, following shall be separatelli disclosed;

(i) Name ofunrlertaking, registered address and country of incorporarion:

(iD Basisofasstrciation;

(iii) Aggregate P-.rcentage ofshareholding, including shareholding through other
companies or enlities:

(iv) Name ofCh efExecutive Officer or Principal Officer or Authorized Agent;
(v) Operational rtatus; and

(ri) Auditor's opinion on latest available financial statements.

-i. General nature of any cr,:dit facilities available to the company under any contract, other than
trade credit available in thr ordinary course of business, and not availed of at the date of the
statement of financial position;

4. Any penalty in terms of money or otherwise imposed under any law by any authority, on the
Oompany shall be disclos,:d in the first annual report furnished after the imposition of the
penalry. If, as a result of zny appeal, revision petition, or review application, such penalty is

reduced enhanced or waived, the original penalty imposed shall nevertheless be disclosed, and
the fact of any reduction, onhancement or waiver shall be disclosed, in the first annual repon
fumished after such reductii)n, enhancement or waiver:

5. Summary of significant tnnsactions and events hat have affected the company's financial
position and performance during the year;
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6. In financral statements issued after initial or secondary public offering(s) of securities or
issuance of debt instrument(s) implementation of plans as disclosed in the prospectus/offering
document with regards to utilization of proceeds raised shall be disclosed till full impiementation
of such plans;

7. Particulars of major foreign shareholders, other than naJural person, holding more than 5% of
paid up capital in the company:

(D Names and address of beneficial owners and legal status along with the name of
ChiefExecutive or Principal Officer or Authorized Agent;

(ii) Name and particulars of Pakistani resident associated with such shareholder or
entity, ifany; and

(iii) Detail ofconditions and compliance status thereof, imposed by regulatory
authorities in Pakistan/foreign jurisdiction for foreign investments, ifany.

8. ln cases where company has given loans or advances or has made investnents (both short
term and long term) in foreign companies or undertakings following disclosures arb required to
be made:

(i) Name ofthe company or undertaking along with jurisd iction where it is located:

(ii) Name and address ofbeneficial owner ofinvestee company. rfany:

(iii)Amount of loan-/investment (both in local and foreign currency);

(iv)Terms and conditions and period for which loans or advances or investments has

been made;

(v) Amount ofretum received;

(vi)Details ofall litigations against the Investee company in the foreign jurisdictions:

(vii) Any defaulVbreach relating to foreigi loan or investment; and

(viii) Gain or loss in case ofdisposals offoreign inves&n€nts.

9. ln cases where company has made expon sales following disclosures are required to be

made in respect.of outstanding trade debts:

(i) Amount ofexport sales made in each foreign jurisdiction along with break up into
confirmed LC, contract or other significant categories;

(ii) Name ofcompany or undertaking in case ofrelated Party;

(iii)Name ofdefaulting parties, relationshiP if any, and the default amount: and

( r v) Brief description of any legal action taken against the defaulting Padies.
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Sharia complaint companies and the companies listed on lslamic index shall disclose
(i) Loans/advanceri obtained as per lslamic mode;

(ii) Shariah compliant bank deposits,/bank balances;

(iii) Profit eamed from sharrah compliant bank deposits/bank balances:

(iv) Revenue eame,l from a shariah compliant business segment:

(v) Gain/loss or diridend eamed fiom shariah compliant investments;

(vi) Exchange gain eamed from actual curency;

(vii) Mark up paid <,n lslamic mode of financing;

(viii) Relationship with shariah compliam banks; and

(ix) Profits eamed )r interest paid on any conventional loan or advance.

PART II

REQUIREMENTS AS TO STATEMENT OF FINANCIAL POSITION

ll. Following items shali be disclosed as separate line items on the face ofthe financial
statements,

(i) Revaluation strrplus on property, plant and equipment;

(ii) Longterm detosits and prepayments;

(iii) Unpaid dividend;

1iv) Unclaimed dir idend: and

(v) Cash and bank balances.

Fixed Assets

12.. Where any property )r asset acquired with the funds of the company and is not held in
the name of the company or is not in the possession and control of the company, this fact along
with reasons for the propert / or asset not being in the name ofor possession or control ofthe
company shall be stated; anl the description and value of the property or asset, the p€rson in
whose name and possession,)r control it is held shall be disclosed;

13. l-and and building sh rll be distinguished between fiee-hold and leasehold;

14. Forced sale value shall be disclosed separately in case of revaluation of Property, plant
and Equipment or investmenr property.



15. In th" 
"^" of,"le offixea assets, ,rrnt rlrrr"r rbook value ofassets exceeds five

hundred rhousand rupees, following particulars ofeach asset shall be disclosed,
(i) cost or revalued amount, as the case may be;

( ii) the book value:

(iii)the sale price and the mode ofdisposal (e.9. by tender or negotiation):

. (iv)the particulars ofthe purchaser;

(v) gain or loss; and

(vi)relationship, ifany ofpurchaser with Company or any of its directors

Long Term Inveslments

16. lnvestments in associated companies or undertakings have been made in accordance with
the requirements under the Act;

Long Term lnans And Advances

17. with regards to loans and advances to directors following shall be disclosed:

(i) that the loans and advances have been made in compliance with the
requirements of the Act;

(ii) the purposes for which loans or advances were made; and

(iii) reconciliation of the carrying amount at the beginning and end of the period,
showing disbursements and repayments;

18. In case of any loans or advances obtained/provided, at terms other than arm's length
basis. reasons thereof shall be disclosed;

19. [n respect of loans and advances to associates and related parties there shall be

disclosed.-

(D the name ofeach associate and related parry;

(ii) the rerms of loans and advances;

(iii) the particulars ofcollateral security held, ifany;

(iv) the maximum aggregate amount outstanding at any time during the year
calculated by reference to month-end balances;

(v) provisions for doubtful loans and advances; and

(vi) loans and advances written off, ifany.
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Crrrrent Assets

20. ln respect of debts/receivables fiom associates and related parties there shall be

disclosed,

(D

(iD

the name ol each associate and related party;

the maxim.rm aggregate amount outstanding at any time during the year
calculated [,y reference to month-end balancesl

(iii) receivables that are either past due or impaired, along with age analysis
distinguishing between trade debts, loans, advances ard other receivables;

(iy) debts writt(n offas irrecoverable, distinguishing between trade debts and other
receivables

(") provisions br doubtful or bad debts distinguishing between trade debts, loans,
advances ard other receivables; and

(vi) justificatiorr for reversal ofprovisions ofdoubtfirl debts, ifany;

21. ln respect of loans and advances, other than those to the suppliers ofgoods or services,
the name of the borrower a;rd terms of repayment if the loan or advance exceeds rupees one
million, together with the particulars ofcollateral security, ifany, shall be disclosed separately;

22. Provision, if any, made for bad or doubtful loans and advances or for diminution in the
value ofor loss in respect of any asset shall be shown as a deduction from the gross amounts,

Share Capital And Reserves

23. Capital and Revenue reserves shall be clearly distinguished. Any reserve required to be
maintained under the Act shall be separately disclosed. Any legal or other restrictions, on the
ab,ility of the company to c istribute or otherwise, shall be disclosed for all kind of reserves
maintained by the compaly;

24. ln respect of issued slrare capital ofa company fbllowing shall be disclosed separately

(i) shares allotte(l for consideration paid in cash;

(ii) shares allotted for consideration other than cash. showing separately shares issued
against properry and others (to be specified);

(iii) . shares allofte(i as bonus shares; and

(iv). treasury shares;

25. Shareholder agreem€nts for voting rights, board selection, rights of first refusal, and
block voting shall be disclosrd.
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Non-Current Liabilities

26. Amount due to associated companies and related parties shall be disclosed separately;

Current Liabilities

2'7. Following irems shall be disclosed as separate line items:

(D Payable to provident fund;

.(ii) Deposits, accrued liabilities and advances;

(iii) Loans lrom banking companies and other financial institutions, other than related
panies;

(iv) Loans and advances fiom related panies including sponsors and directors along
with purpose and utilization ofamounts; and

(") Loans and advances shall be classified as secured and unsecured.

28. [n the case of provident firnd/provident fund trust maintain€d by the company a

statement that, investments in collective investment schemes, listed equity and listed debt
securities out of provident fiind/trust have been made in accordance with the provisions of
section 218 ofthe Act and the Rules formulated for this purpose.

29. ln respect ofsecurity deposit payable, following shall be disclosed:

(i) Bifurcation of amount received as security deposits for goods/services to be
delivered/provided, into amouns utilizable for company business and others;

(iD Amounr utilized for the purpose of the business from the security deposit in
accordance with requirements of written agreements, in terms of section 217 of
the Act: and

(iiD Amount kept in separate bank account;

Contingencies And Commitments

30. In describing legal proceedings, under any court, agency or govemment authority,
whether local or lbreign, include name of the court, agency or authority in which the
proceedings are pending, the date instituted, the principal parties thereto, a description ofthe
factual basis ofthe proceeding and the reliefsought;
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PART III

REQUIREMENTS AS TO PROFIT AND LOSS ACCOUNT

3 l. Following irems shall be disclosed as deduction liom tumover as sepamte line items:

(i) trade discount; and

(ir) sales and other taxes directly attrihuted to sales.

32. The aggregate amor nt of auditors' remuneratio.r, showing separately t'ees, expenses and
other remuneration for services rendered as auditors and for services rendered in any other
capacity and stating the nature of such other services. In the case ofjoint auditors, the aforesaid
information shall be shown separately for each of the joint auditors;

33. ln case, donation tr a single party exceeds Rs. 500,000, name of donee(s) shall be
disclosed and where any d.rector or his spouse has interest in the donee(s), irresp€ctive of the
amount, nanesofsuch dire;tors along with their interest shall be disclosed;

34. Management assess nent ofsufficiency oftax provision made in the company's.financial
statements shall be clearly stated along with comparisons of tax provision as per accounts viz a
viz tax assessment for last tlree years,

35. Complete particularj of the aggregate amount charged by the company shall be disclosed
separately for the director!, chief executive and executives together with the number of such
directors and executives sur:h as:

(D fees;

(i0 manag:rialremuneration;

(iii) commission or bonus, indicating the nature therqof;

(iv) reimbr rsable expenses which are in the nature ofa perquisite or benefit;

(v) pensioo, gratuities, company's contribution to provident, superannuation and
other ritaff funds, compensation for loss of ofiice and in connection with
retirenrent from office;

(vi) other lrcrquisites and benefits in cash or in kind stating their nature and,
where practicable, their approximate money values; and

(vii) amount for any other services rendered.

36. In case ofroyalties paid to companies/entities/individuals, following shall be disclosed:

(i) Name and registered address; and

(ii) Relarionship wirh company or direcrors. ifany.
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FIFTH SCIIEDULE

(S€e section 22t

DISCLOSURE REQUIREMENTS AS TO FINANCIAL STATEMENTS OF
NON-LISTED COMPANTES AND THEIR SUBSIDIARIES

PART I

GENERAL REQUIREMENTS

L The companies other than listed companies and their subsidiaries shall follow the
applicable Financial Reporting Framework as defined in Third Schedule, in regards to financial
statements as are notified for the purpose in the official Gazette by the Commission, under
section 225 ofthe Companies Act, 20t7;

II. The disclosure requirements, as provided in this schedule, are in addition to the
disclosure requirements prescribed in applicable Financial Reporting Framework notified by the
Commission and shall be made in the notes to the accounts unless specifically required
otherwise:

lll. In addition to the information expressly required to be disclosed under the Act and this
schedule, there shall be added such other information as may be necessary to ensure that required
disclosure is not misleading;

IV. Any word or expression used herein but not defioed in the Act andlor Fourth Schedule
shall have the same meaning as under the applicable Accounting Framework.

V. The following shall be disclosed in the financial statements namely

l. General information about the company comprising the following

(i) geographical location ofall business units including mills/plant;

(ii) the capacity ofan industrial unit, actual production and the reasons for shortfall;

(iii) number of persons employed as on the date of financial statements and average
number of employees during the year separately disclosing factory employecs;
and

(iv) name of associated companies or related parties or undertakings along with the
basis of relationship describing common directorship and/or percentage of
shareholding;

2. In respect of associated companies, subsidiaries, joint ventures or holding companies
incorporated outsid€ Pakistan, name of undertaking, registered address and country of
incorporation shall be disclosed;
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3. Summary ofsignificant transactions and events that have affected the company's financial
position and performance drrring the year;

.1. Particulars of major foreign shareholders, other than natural person. holding more than
5'/o of paid up capital ofthe company:

(i) names and address of beneficial owners and legal status along with the name of
Chief Executive or Principal Officer or Authorized Agent:

(iD name and prrrticulars of Pakistani resident associated with such shareholder or
entiry, if any; and

(iii) detail of c(,nditions and compliance status thereof, imposed by regulatory
authorities ir Pakistan/foreign jurrsdiction for foreign investments, rf any.

5. In cases, where cornpany has given loans or advances or has made investments (both
short term and long terml in foreign companies or undertakings, name of the company or
undertaking along with juriridiction where it is located shall be disclosed.

PART II

REQUIR.EMENTS AS TO STATEMENT OF FINAI\CIAL POSITION

6. Following items shall be disclosed as separate line items on the face of the financial
statements;

(D revaluatioD surplus on property, plant and equipment;

(ii) long term leposits and prepayment:

(iii) unpaid diridend;

(iv) unclaimed dividend; and

(") cash and bank balances.

Fixed Ass€ts

7. Where any propert\/ or asset acquired with the funds of the company, is not held in the
name ofthe company or is not in the possession and control ofthe company. this fact along with
reasons for the prop€rty or asset not being in the name of or possession or control of the
company shall be stated; iLnd the description and value of the property or asset, the person in
whose name and possessior) or control it is held shall be disclosed;

E. Land and building shall be distinguished between fieehold and leasehold.

9. Forced sale value shrll be disclosed separately in case of revaluation -of propefy, plant and
equipment or investment pr operty;
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t0. In the case ofsale offixed assets, if the aggregate book value ofassets exceeds five
hundred thousand rupees, followrng particulars ofeach asset shall be disclosed,

(i) cost or revalued amount, as the case may be;

( ii) the book value:

(iii) the sale price and the mode ofdisposal (e.9. by tender or negotiation)l

(ir) the panrculars ofthe purchaser;
(v) gain or loss; and

(vi) relationsh ip, if any of purchaser with company or any of its directors.

Long Tcrm Inv6tmenas

11. Investments in associated companies or undertakings have been made in accordance with
the requirements under the Act.

Long Term l-oans And Advances

12. With regards to loans and advances to directors, following shall be disclosed:

(i) the purposes for which loans or advances were made; and

(iD reconciliation ofthe carrying amount at the beginning and end of the period,
showing disbursements and repayments;

13. In case ofany loans or advances obtained/provided, at terms other than arm's lenglh
basis, reasons thereof shall be disclosed;

14. In respect of loans, advances to associates there shall be disclosed:

(i) the name ofeach associate and related parties;

(iD the terms ofloans and advances;

(iii) the particulars ofcollateral security held, ifany;

(iv) the maximum aggregate amount outstanding at any time during the year

. 
calculated by reference to month-end balances:

(v) provisions for doubtful loans and advances; and

(vi) loans or advances written off, ifany.
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Current Asscts

15. ln respect of debts/rec eivables from associales there shall be disclosed:

(D the name ofeach associate and related pafty;

(ii) the maximurr aggregate amount outstanding at any time during the year
calculated by reference to month-end balances;

(iiD receivables, that are either past Cue or impaired, along with age analysis
distinguishing between trade debts, loans, advances and other receivables;

(iv) debts written rff as inecoverable distinguishing between trade debts and other
receivables;

(v) provisions for doubtful or bad debts distinguishing between trade debts, loans,
advances and ()ther receivables: and

(vi) justification for reversal ofprovisions ofdoubtlirl debts, ifany;

16. Provision, ifany, ma(le for bad or doubtful loans and advances or for diminution in the
value ofor loss in respect ofeny asset shall be shown as a deduction from the gross arnounts;

Share Capital And Resen'es

17. Capital and revenue r-'serves shall be clearly distinguished. Any reserve required to be
maintained under the Act shrll be separately disclosed. Any legal or other restrictions on the
ability ofthe company to distribute or otherwise apply its reserves shall also be disclosed for all
kind ofreserves maintained b'/ the company;

I E ln respect of issued sh re capital ofa company following shall be disclosed separately;

(D shares allotted for consideration paid in cash;

(iD shares alloned for consideration other than cash, showing separately shares issued
against property and others (to be specified);

(iii) shares allotted as bonus shares; and

(iv) treasury shares

19. Shareholder agreements for voting rights, board selection, rights of first refusal, and
block voting shall be disclosed.

Non-Current Liabilities

20. Amount due to associated company shall be disclosed separately;
Current Liabilities

21. Following items shall tre disclosed as separate line items;

(i) payable to providenr fund;

/:
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(ii) deposits, accrued liabilities and advances;

(iiD loans from banking companies and other financial institutions other than
associated company;

(iv) loans and advances from associatecl company. sponso.. and directors along with
purpose and utilization of amounts. and

(u) loans and advancei shall be classified as secirred and unsecured-

22. In the case of provident fund,/provident fund trust, maintained by the company, a

statement that, the investments in collective inyestment schemes, Iist€d equity and listed debt
securities out of provident fund/trust have been made in accordance with the provisions of
section 218 ofthe Act and the Rules formulated for this purpose;

23. ln respect ofsecuriry deposit payable, following shall be disclosed:

(D bifurcation of amount received as security deposits for goods/services to be

delivered,/provided, into amounts utilizzble for company business and others;

(iD amount utilized for the purpose of the business from the security deposit in
accordance with requirements of written agreements, in terms of section 217 of
the Act; and

(iii) amount kept in separate bank account;

Conling€ncies A1ld Commitments

24. In describing legal proceedings, under any coun, agency or goyemment authority,
whether local or foreign include name ofthe court, agency or authority in which the proceedings

are pending, the date instituted, the principal parties thereto, a description of the factual basis of
the proceeding and the reliefsought.
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PART III

REQIJIREMENTS AS TO PROFIT AND LOSS

25. Following items shall be disclosed as deducrion from tumover as separate line items;

(D trade discount; and

(iD sales and other taxes directly attributable to sales.

26. The aggregate amourLt of auditors' remuneration, showrng separately fees, expenses and

other remuneration for services rendered as auditors and for services rendered in any other
capacity and stating the nature of such other services. [n the case ofjoint auditors, the aforesaid
information shall be shown s:parately for each ofthe joint auditors;

27. ln case, donatioo to a single party exceeds Rs. 500.000 name of donee(s) shall be
disclosed and where any director or his spouse has intere.t in the donee(s) inespective ofthe
amount, names ofsuch direc ors along with their interest shall be disclosed:

2ll. Management assessnent of sufficiency of tax provision made in the company's financial
statements along with comparisons of tax provision as per accounts viz a viz tax assessment for
last three years;

2!). Complete particulars of rhe aggregate amount charged by the company shall be disclosed
separately for the directors, chief executive and executives together with the number of such
directors and executives suctL as:

(D fees;

(ii) managerialrenunerationi

(iii) commission cr bonus, indicating the nature thereof;

(iv) reimbursable :xpenses which are in the nature of a perquisite or benefit;

(") pension, gratL.ities, company's contribution to proyident. superannuation and other
staff funds, compensation for loss of office and in connection with retirement
fiom office:

(vi) other perquis tes and benefits in cash or in kind stating their narure and. where
practicable. tf eir approximate money values; and

(vii) amount for ary other services rendered.

In case ofroyalties prrid to companies/entities/individuals lollowing shall be disclosed

(D Name and registered address: and

(iD Relalionship,vith company or directors. ifany.

30



SIXTH SCHEDULE
(See section 258)

OFFENCES PUNISHABLE UNDER SECTION 258
(SERIOUS FRAUD)

L Offences punishable under section 496



338

SEVENTH SCHEDULE
(See seclion 162 and 469)

TABLE OF FEES TO BE PAID TO THE REGISTRAR AND THE COMMISSION

Item

l. By a company having a sliare capitali

For regislralion of a mnpany whose nominal share capital does

nol exceed 100,000 rup,)es, a fee of ..

For

submission of

documents

eleclronically
Rs.

For

submission

ofdocuments in

physical form

Rs

(1)

t2) For registration of a company whose nominal share capital
exceeds 100,000 rupees, lhe additional fee to be delermined
according to lhe amoJnl ol nominal share capilal as follows,

(i) For every 100,000 rupees of nominal share capital o( part of
100 es U to 10 000 ru a lees of

(ii) Fo( every 100,000 rul)ees of nomrnal share capital or parl of
100,000 rupees, afl€r lhe first 10,000,000 rupees, up to
5 000 000 000 a fee of
(ii0 For every 10C,000 rupees of nominal share capilal or parl

of 100,000 lpees afler the lirst 5,000,000,000 rupees,
up to any amounlof fee of ...1

Provided that a mmpany which is wholly owned by the Federal
Govemmenl and has been nolifed by the Federal Govemmenl in the ofiicial
Gazetle for exemption from pay ng fee shall be charged a fee of Rs. '1 0,000:

Provided fufier thal thr) fee payable at the time ol registralion ol
company shall not exceed lrrty mrllion rupees in case of eleclronic
submission and million ru in case of ical submissioo
(3) For registration of an ncrease in the share capital made atler the

lirst registration ol the company, an amount equal lo lhe difference
belween lhe amourt vrhich ',vould have been payable on
regislration of the cofl pany by referenc€ lo its capital as increased
and the amount vrhich would have been payable by reference to its
capital immedialely tefore the inctease, calculated at the rales
given under sub-ilem 2);

Provided lhat no such fee shall be applic€ble on registration of an
increase in aulhonzed share (apital of a transferee mmpany afler merger
mnsequenl lo sanclion of application lor compromises anangements or
reconstruction for merger of lompanies by the Commission pursuanl to
Section 279 lo 282 or section 284 of lhe Act, to the exlent of aggregate of
aulhorized capital ofthe lransfinor and lransleree companies

Erplaoalion.- Fot lhe l)urpose ol calculalion of fee for regiskation of

1,000 2,000

500 1,000

400 750

150 250

an increase in the share ca ilal of the which has shifted from
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physical mode of fiiing to elecironic mode of llling, the dilference of fee shall

be calculaled on the basis of the rales applicable lor electronic submission

on the amounl of cap al before and after suci inc1ease:

Provided fudher that where a company lo be formed has been

nolified by lhe Federal Government in the otficial Gazette lo be 
',vholly

owned by il, a fee of Rs.10,000/- shall be charged inespeclive of amount ol
share cipital.

(4) For conversrcn ol any existing company nol having share capilal
into a mmpany havrng a share c€pital, lhe same fee as is charged
for regislration of a nani company having share capilal

(5) For filing, registering or recording any document nolfying
parliculars relating lo a morlgage or charge or pledge or other
interest created by a company, or any modificalion therein or
salisfaction lhereof, a fee 01...

5,000 7,500

(6) For filing, regislering or recording the particulars relating to

satisfaction of mongage or charge or pledge beyond the pedod

prescribed under section 109 but nol exceeding one year, a fee ol

10,000 15,000

(7) For liling, registering or recording the particulars relating lo

satisfaction of mortgage or charge or pledge beyond one year ol
the period prescribed under section 109, a fee of ...

15,000 u,500

(8) For liling, regislering or recording any document olher than lhal at

sub-items (5), (6) and (7) above, required to be filed, registered or
recorded under the Ac1 or making a record of any facl under the
Act, a fee lo be dete{mined according to the amounl of nominal

share capital as follo'xs, namdy-

0 For mmpany having a nominal share capital ol up to
100,000 rupees, a ,ee of .... 250 500

(ii) For mmpany having a nomind share capital of moae than
100,000 rupees bul not more than 1,000,000 rupees, a
fee of ....

s00 600

(iiD For mmpany haying a nominal share cafital of more than
1,000,000 rupees bul not more lhan 10,000,000 rupees, a

fee of ....
400 800

(iv) For company having a nominal share capilal of more lhan
10,000,000 rupees but not more than'100,000,000
rupees, a fee ol ....

500 1000

For company having a norninal share capital of more lhan
'1 00,000,000 rupees, a fee ol . . . .

(v)

600 1200

By a company limited by guarante€ and nol havlng a

share capital, other than a company regiEtered under .
licence granted under 3cclion 42.

[.
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(1) For regiskation ol a new crmpany, a fee ol

For conveBion ol any exr!ting company having a share capital into

a company limited by guarantee, the same fee as is dlarged for

regislralion a new company in terms of subjtem (1).

Companies limiled by guaranlee and having share capital shall be

drarged registration lee as mentioned at rtem I above.

For filing, registering cr recording any document notitying
parlidrlars relating to a r]ortgage or charge or pledge or olher
inleresl created by a mrpany, or any modification therein or
satisfaction thereof, a fee rf ....

For fling, registering or recording lhe particulars relating to

satislaction of morlgage (,r charg€ or pledge beyond the period

Eescribed under seclion I09 but nol exceeding one year, a lee
of...

For filing, regislering or recording the particulars relaling lo
satisfadion o, modgage o charge or pledge beyond one year of
the period prescribed unde-seclion 109, a fee of ...

For filing, regislering o( re(ording any dodment olher than that at
Sr. No. (4), (5) and (6) alove, required lo be frled, registered or
recorded under the Acl or making a record of any fact under the
A61. a lee of...

lll. By a company rcgisl:aEd undem licence granted under
section 42 and not having a sh e cepitali

(1) For an application seeking grant of licence or its rena]/al, a non-

refundable processing fee c{ ...

12) For regislralion, a fee of

(3) Cornpanies limiled by guar,rnlee and having sharc capital shall be

ctarged registration lee as nentioned al ilem I above

(4) Fo( frling, regislering or recording any docummt notitying
partioJlac relating to a m gage or drarge or pledge or other
inlerest crealed by a mflrpany, or any modificaton therein or
satistaclion thereof, a fee ol ..

6) For filing, registenng or recording lhe particulars relating to
satisfaction of mongage ol charge or pledge beyond the period
prescribed under sectioo 1)9 but nol exceeding one year, a lee
0f...

For filing, regislering o|ecording the partiorlars relaling lo
salisfaclion of morlgage or charge or pledge beyond ofle year of
lhe period prescribed under ieclion 109, a fee of .

30,000

(3)

(21

(4)

(5)

(6)

(7)

20 000

5,000 7,500

10,000 15,000

15,000 22,ffi

600 1,200

15,000 25,000

25,000 50,000

5,000 7,500

10,000 15,000

't5,000 n,fio(6)
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{7) For filing, registering or recording any document olher than lhat at

Sr. No. (4), (5) and (6) above, requrred to be llled, registered or
remrded under the Act or making a record of any fact under the
Acl, a fee of

zfi 500

tv By a,company estrblished oubide Pali3tan v{hich has a
place ot business in Pakistani

(1) For fihng, regrstenng or recording a drcumenl containing

charter/statutd memorandum and arliclesr€le for registration by a

foreign company under lhe Acl required or authorized to be iiled,
registered or recorded a fee of . . . .

For llling, registering or recording any documenl notifying
parliculars relaling to a mortgage or charge or pledge or other
inlerest created by a mmpany, or any modificalion therern or
satisfaction lhereof, a fee 01....

(2)

25,000 50,000

t000 7,500

For filing, regislenng or recording lhe parliculars relating to

satisfaction of mortgage or charge or pledge beyond the period

prescribed under section 109 but not exceeding one year, a fee
of

(3) 10,000 15,000

For liling, registering or recording the parliculars relaling to
satislaclion of morlgage or ctarge or pledge beyond one year of
the period prescnbed under seclion 1 09, a fee of . . .

(4) 15,000 22.500

For filing, regisleing or r€cording any document other than lhat at

Sr. No. (2), (3) and (4) above, required to be filed registered or
recorded under the Act or making a record of any fact under the

Act, a fee ot . .

6) 600 1,M

For insp€ctid of documents tnd r€gbter kcpt by he
registral in rcspecl of a company, a fee ol .....

V 2@ 500

vt.

(1) For a cerlilled copy of the cerlilicate ot incorporation or a
cerlificate of comrr€ncemenl of business or a cerlificale of
registration of mortgage or charge or any olher cerlificate or
Iicence issued under the Acl, a fee of.. .

100 M

For a cerlilied mpy of the Memorandum and Articles of Association

of privale limited mmpany, a fee o1...

(2) 250 500

For a certified copy of lhe Memorandum and Articles of Association

ofolher than a pdvate limited cornpany, a lee . .. .

(3) 500 1,000

For a certified mpy of any retum excepting linancial slalemenls, ot
private limited company, a fee of. .

(4) 100 200

For a certilled copy of any relum excepting linancral statemenls, of
olher rhan a pnvale limited mmpany, a fee of . ..

(s) 200 300

For a certified copy cr effacl of any other document, financial

slalemenls or register, calculated at the rate, per page or fractional

parl lhereof required lo be mpied, subjecl to a minimum lee ol one

hundred rupees, a fee of

(6) 20 20



Provided that fee prescnb3d under this item shali iot be charged
for cerlified mpies of one sel of inmrporalion documents consistrng of
Cerlific€te of lncorporation, Memorandum and Articles of Association, and
the relevant forms, to be issued ore time only al Ihe lime of registralion ol
company:

Provided lu(her that uporr registration of any relurn (i.e. slalutory
forrs) one certified copy ol lhe said retum shall be issued along with the
acknowledgement of filing withoul(harging any copying fee.

Vll. SFtem goerated flpodsi

(1) Fcr providing a syslem g( nerated list of companies registered wilh
the Commission, a lee ca culated al the rate per dala field, subjecl
lo a minimum fee of live hundred rupees, a fee of .

Reservalion of any prot)osed name for registration of a mmpany
from the regislrar under section 10, a lee ol. ...

Proyided that no fee for reservation ol proposed flame shall
be drarged in case tlre same is applied for wilh three name
choices in pnority, alon! with submission of related inclrporation ot
company's docurnents.

(2' For a system generaled clmpany profile, per mmpany a fee of

vU. funualree payable by an inaciive company under Eection
424 of the Act payable on 1.rJanuery each year after
obtaining the statulr o, an insctive company.

(1) not having any capital

lr) having an aulhodzed shere cap al of-

(i) up lo tu.5.0 mi ior,afeeof ....

(ii) more than Rs. 5.0 rrillion and up to Rs. 100million a fee of

(iii) more than Rs. 10.0 millon, a fee of

tx Annual ren€ml fee hr companles incorporated as Free
Zone Company unCer leclion il54 of the Act.

Fol se€king eppr,)val, sanction, p€rmission, eremption,
direc{ion or con imatlon of the Commbsion or 016
regilFar.in he fo lowing matteE, as tie case may be, a
non.refundable al'plication proce6sing fee in respect ol
application tor.

f,

(1)

Rs. 2 per dala

field

Rs 2 per data

field

n0 2N

1,000 2,000

s,000

1,000

2,000

10,000

2,000

4,000

100,000

2N 500



\2) approyal lor change of name of a company under seclion 11 and

12, a fee of
2,fio 5,000

(3) alteration in niemorandum of association under section 32, a fee of 5,000 10,000

(4) conveGion of stalus ol company from a public company to a
privale mfiipany under section 46, a lee of . . . .

2,500

(5) conversion of status of a company from a priyale company to a
single memba company under sectioo 47, a fee of ....

(6) mnvefsion of stalus from an unlimiled company lo a limitd
company under seclion 48, a fee of ....

2,500 5,000

2,500 5,000

(7) conversion of status of a company limited by guarantee to a
company limiled by shares under seclion 49, a fee of ....,

2,500 s,000

(8) issuance of shares at discounl unde{ section 82, a fee of 5,000 10,000

Rs.25,000 or
0.1% oI the
proposed furlher
issue of share
capital s,hichever

is higher

Rs.25,000/- or
0.1% of the
proposd further

issue ol share
capital whichever

is heher

25,000 or 0.1%
ot the propGed

capital increase
whichever

is higher

tu.50,000 or
0.'l% of the
pr:oposed furlher
issue of share
capilal $hidrever
is higher

tu.50,0001or
0.1% of lhe
poposed furlher
issue of share
capital whichever

is higher

50,000 or 0.1%
of lhe proposed

capital increase

v{hichever
is higher

343

5,000

(e)

(i) issuance of furlher share cadtal, olherwise than righl

under seclion 83, a lee of ....

(i0 for approval of Emdoyee Slock Oplrco Scheme under

seclion 83, a fee ol ....

(iri) issuance of shares with different rights and pdvileges, a

fee of ....

Provided thal in case of a linancial inslitulion in which lhe
Federal Govemrnenl o{rns nol less lhan 90% shares, only a fixed

amount of Rs.25,000 in case ol application submitted eledrooically

and Rs.50,000 in case of physical submission shall be charged al
applicalion prmssing fee.
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(10) rectilication in lhe partnrlars of mortgages or ciarges or pledg€

or extension if time for filling the particulars of mortgages or
darges or pledge under r;eclion 108, a lee of ....

(11) extension in the prescribed period for holdrng rnnual general

meeling under section 1 3 2, a fee ol

(i) by a public company, a fee of .

(iD by a private mmoany, a fee of

(12) direction for holding arrnual general meeting/ Erlra Ordinary

General Meetng under $diofl 147.

(i) by a public company, a fe€ of

(ii) by a private con pany, a fee of

(13) fresh eleclion of directors by an unlisled mmpany under sectiorl

162, a fee of . .

(14) approval ol loan to direct)r under seclioo 182, a fee of

(15) approvalfor preparation of accounts of more lhan one ycar
under seclion 223. a lee ll ....

(16) seeking modification uncer section 225, in respect of requiremenls

of the relevanl Schedule afeeof ....

(17) exemption under seclion 225 from lhe applicability of fourlh

schedule or fiflh sdedul), a fee of ....

(18) exemption from the appl c€bility ot seclion 228, a fee ol

(19) . appoinlment ol auditor under section 246, a fee of

(20) investigalion into the affrirs of a company under section 256, a fee
of ....

(21) @roval of the Commiision to refer lhe maner to the Mediation
and Concilialion Panel Lnder section 276, a fee of ....

lq sanctioning compromiso or arangemenl including reconstruclion,
amalgamation or diyisiot under section 279 to 282, a fee of .. .

(23) appointmenl ol Adminisirator under seclion 291, a fee ot

,24) obla ining the status of ln inaclive company under seclion 424, a
fee ol

n application by ar inadive company for oblaining lhe slatus

5,000 7,500

10,000

3,000

15,000

5,000

10,000

3,000

15,000

5,000

s,000 10,000

5,000 10,000

5,0002,500

2,500 5,000

2,500 5,000

2,500 5,000

2,500 5,000

10,000

'2

20,000

5,000 10,000

50,000 100,000

10,000 20,000

5,@0 10,000

5,000 10,000
(25) fot a

ol an aclive mmpany urder seclion 424 a fee of
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(26) resloralion ofnameof a company, struck off by the registrar
under section 425 ..

5,000 10,000

l2n easy elil of a company by striking ils name off the register under
section 426, a fee of . ..

5,000 10,000

i.28) registration as intermediary under section 455, a fee of 10,000 20,000

(29) approval by the Commisdon sought by a real estate
company under section 456, a lee of ....

25,000 50,000

(30) registralion as valuer under section 460, a fee of 10,000 20,000

(3 1 ) licence as transfer agent u nder section 467, a fee of 10,000 20,000

(32) issuance of duplic€te of any certificate issued under the provisions

of the Acl or the rules or regulations framed thereunder, a tee ot

1,000 2,000

(33) for an application olher than those specified in this ilem or an

appeal submitted Io lhe regislrar or lhe Commission under the Act

by or on behalf of a company, a feeof ...

500 1,000

(34) for an application/appeal /mmplaint submitted to the registrar or
the Commission under the Acl-

(i) by a member of lhe mmpany or any olher person having
dealing wilh lhe company, a fee of .,.

(ii) by any creditor of lhe mmpany, a fee of

500

500

500

1,000

(35) for processing under Fast Track Registralion Servic€s (FTRS), the
FTRS fee shall be in addition lo normal fee and charged as given

below:-

(i) for incorporalion of a company Equal to normal
fee but subiect to
maximum ol
Rs. 10,000

Equal lo normal

fee but subject to
maximum of
Rs.20,000

for reservation of any proposed name for registration of

company...

500 1000

(iiD for seeking approval of change of name 2,500 5,000

for Iiling, registedng or recording any documents notifying
particulars relating to a morlgage or charge or pledge or
other interest created by a company, or any moditication
lherein or satisfaction thereof...

(iv) 5,000 7,500

(ii)
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The fee for submission of documents electronically shall be applicable only for the
documents for whict the facility of filing or lodging the documents electronically has

been provided by the Commission.

(i.l

(iD Where no.fee has been prescribed for submission of documents electronically, the
documents can only t,e submined in physical form.
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EIGHTH SCHEDULE
(See section 177)

DIRECT COMPLAINT TO THE COURT BY THE COMMISSION, REGISTRA&
MEMBER OR CREDITOR

IN CASE OF CERTAIN OFFENCES

L Sub-section (5) ofsection 73.

2. Section 95.

3. Section 177.

4. Sub-section (2) ofsection 243.

5. Sub-section (4) of section 351.

6. Section 404.

7. Sub-section (5) ofsection 4 | 8.

8. Proviso to sub-section (4) ofsection 460

9. Sub-section (2) ofsection 497.

lO. Sub-section (2) ofsection 499.
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STA'I'EMENT OF OBJECT AND REASONS

This Bill intends to replace the Companies Ordinance, 1984 (XLVII of 1984) in order to
consolidate and amend the laws relating to companies so as to encourage and promote
corporatization io Pakistan based on best intemational practices. Earlier, amendments in
Companies Ordinance, 1984 were made in piecemeal and were narrowly focused. resulting in
disconnect and overlap in reilulatory framework and there is a dire need to review and revamp
the thirty two years old legislation to provide competitive legal framework for the corporatc
sector in Pakistan.

The Bill will ensure naximum panicipation of rnembers in decision making process of
tho company through use of rnodem electronic means of communication and aims to address the
issues relating to protection of interest of minority shareholders and creditors. lt will facilitate the
groMh of economy in general and the corporate sector in particular by providing simplified
procedure for ease of starting and doing business, greater protection of investors and augment
corporatization in the countq .

The Bill provides alequate measures against fraud, money laundering and tenorist
financing and necessary provisions have been proposed regarding powers of the Commission to
investigate including joint ir vestigation and provisrons requiring officers of a company to take
adequate measures to curb sr ch violations.

In order to give imnrediate impetus to the economy and to stimulate economic groMh
there is an emergent need lo make law and provide relief and incentives to corporate sector
especially small and mediunr size companies. The market expe(s and business communiry were
in unison during various stakeholders'consultations on the company law that it should be
enacted at the earliest as it \vill elevate Pakistan's economy and address long standing demands '
ol'the business community. Unless emergent legislarive steps are taken, Pakistan's corporate
sector will not be able to cornpete with the intemational market players without reduction in cost
ol' incorporating and doing business. The encouragement of use of modem communication
technology coupled with sirnplified regulatory procedure as envisaged in the Bill will provide
much needed relief to the corporate sector. Moreover, Pakistan has recently been upgaded to
ernerging market status and there is a huge intemational interest to invest in Pakistan due to
various policy initiatives of rhe govemment. The expeditious merger and acquisition mechanism
ale also necessary to address corpomte solvency and glowth in Pakistan.

SENATOR MOHAMMAD ISHAQ DAR
Minister for Finance, Revenue,

Economic Affairs, Statistics
and Privatization

PCPPT-3681 (1 7)NA-1 7-0$201 7-800


