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,1. The smcoth recovery process would resuk in 8ro*th of hcalth]"

credit culture in the country, reduce risks ofdelault and wriling olTofloans and

would also create adritional l'unds for lending to ncw scgmcnts of borrowers.
These measures taken togcthcr would stabilizethe financialsystem alld contribute
to sustainable econorLic growth in the country.

5. This Bill is desiSned to achie!e the aforcsaid purpose

SENATOR MOHAMMAD ISHAQ DAR.
Minisler lor Finance, Rewnue, Economic

AlJairs, Statistics und Privatization.

Ministcr-ln-Charg€.

Pursuant to ru1..235 (4) ofthe Rules ofProcedure and Conduq ofBusiness
in lhe National Assemrly, 2007, the following repon ofthe Slandirg Committee,
presented ro the Assembly on l4th March, 2016 is publishe,l lbr information:

REPORT OF1'HE STANDING COMMITTEE ON FTNANCE,
R.EVENUE, ECONOMIC AFFAIRS, STATISTICS AND
PRIVATIZ,\TION ON THE DEPOSIT PRoTf,CTION

CORPORATION BILL, 20I5

l, Chairman ol the Standing Committee on Financc, Revenue. Economic
Affairs, Slatistics and Privatization have the honuor ro present this repon on the
Bill to provide for thi eslablishment of Deposit Protection Corporation, as a
subsidiary of the Stalc Bank of Pakistan, and for the mlna8emcnt and control
thereof [the Deposit Piotection Corpomtion Bill, 2015] rcl'erred to the Standing
Committee on 25- I l-2 )l5.

2. The Commitlee comprises the follorvinS Members:

(l)

(2t

(3)

(4)

Mr. ,lstuer Ahmod Sheikt

Mr. S aeed Ahrned Khan Manais

Rana Shamim Ahmed Khan

Mr DaniyalAziz

ChairmLn
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(s)

(6)

(1)

(8)

(9)

(r0)

(t r)

( l2)

(t3)

( t4)

(r5)

( l6)

(17)

(18)

( l9)

(20)

(2t)

Mr. Muhammad Penaiz Malik

Sardar Muhammad Jaffar Khan l,eghari

Ms. Shahzadi Umerzadi Tiwana

Mr. AIam Dad Laleka

Sheili Fay,'..az-ud-Din

MianAMul Mannan

Ms. Shaza Fatima Khawaja

Ms. t€ila Khan

Syed Naveed Qamar

Dr Nafisa Shah

Syed Muslafa Mehmud

Mr. Jehangir Khan Tareen

Mr. Asad Umar

Mr. Muhamrnad A li Rashid

Mr. AMul Rashid Codil

Mr. Aftab Ahrnad Khan Sherpao

N{r. Muhammad lshaq Dar,
Minister for Finance, Revenue, Economic
Affairs, Statistics and P.ivatization

Member

Menhet

Member

Member

Member

Member

Member

Member

Exafficio Member

3. The Committee in its meetings held on 24th February ard 04th March,
2015, considered the above Bill in detail and appmved the same The Committee
unanimously recommends that the Bill as introduccd in the National Assembly
placed at AnDer-A, may be pass€d by the National Assembly.

sd/-
ABDUL JABBAR AI,I,

Secrelary
Natronal Assenbl)t Secreta at

sd/-

QAISER AHMAD SHEIKH,
Choir an

Stunding Connittee on

Fino ce, Rewnue, Econonic Affairs,
Slalisl ics and Pt i|alizat ion.

N ti,tB,1t), the |lth March, 2016
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AI.us4

[As ]tEpoRrlD By rHE STANDINC CoMM'rrr.rl

BIL

b pn'vide Io. the .stablishnent oJ Deposit Prctectron Corporutio4 as a
stdsidiury oj the :'tate Dank of Pakistan, ond r'r the n.lnagenent ond

control thercol

WHEREAS it is (xpedicnt 1o provide for the estahlishment. management and
conlrol of Deposit Prctectlon Corporation, as a subsidiary of the State Bank of
Pakistan, for protection ofsmall depositors in order to cnsur€ thc financial stability
ol and ma inta in the pu rl ic trust in, the financial system, and for matters connected
thcrewith or ancillary therElo;

It is hereby enacted as follo\ls:-

CHAPTER.I

PRf,LIMINARY

l. Stort tille, extent snd commenccmcnt.-{ I ) This Acl may be
called the Deposit Protoct ion Corporation Ac! 20 I 5.

(2) k extend! to thc wholc ofPakislan

(3) It shall ccme inlo force at once.

2. Defiritior,ts.-ln this Act, unless there is anything repugnant in the
subject or context -

(a) "banking company" has the same meaninS a-s defined in section 5 of
the Bank i1g Companies Ordinance, 1962 (l,V ll of 1962);

(b) "Board" rleans the Board ofDirect()rs ofthc Corporarion;

(c) "Chairmat" means the Chairman oflhe Board;

(d) "Drector" mcans a mcmber ofthe Boardi
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(e) 'Corporation 'means the Deposit Protection Corporalion cslablishcd
under suEsection ( l) ofsection i;

(0 Failed hstitution" means such mcmb€r institution that has b€en nolificd
by the State Bank under sub-scction (l) of section 2l;

(g) "Governol' means thc Govcruor of the State Baok and includes an
ActingGovemor;

(h) "Managing Director" means the Managing Director appointed under
scction l2i

(i) "Member lrlstitudon" means a banking mmpany or a fmancial institution
wh ich is notified by $e CorporatDn as a member institution aod which
is requiredto pay premium to lhc Corporation underthe provisioosof
thisAct;

0) 'Prescribed" means prescribed by rules or regulations made under
thisAct;

(k) "P.otected Deposit" mcans thc dcposit protected under section ?,

subject to exceplions under scclion 8;

(l) 'Regulahons" means regulations made underthisAct;

(m) ' Rules" means rules madc undcr this Act;

(n) ' Seal" means the common seal ofth€ Corpomtion; and

(o) "Srate Bank" means the State Bark of Pakistan established undcr the
Sratc Bank ofPakistan Act, 1956 (XXXIU of 1956).

CHAPTER .II

ESTABLISHMENT AND OPERATION OF THE CORPORATION

3. Esteblishmetrt of the Corpor.tior.-< I ) On the commenc€menr
ofthis Act, there shall b€ eslablished a Corporation to be called Deposit Procction
Corporation.

(2) Th€ Corporation shallbe a body corporate having perpetual succ€ssion

and a scal and shall, by the said name suc and bc sued.
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(3) Ihe head omcc o f the Corporation shallbc siluated in Karachi: itmay
shift the head office ard cstablsh omces in Pakistan t\ith the prior approlal, in
writing, ofthc State Bank

4. Corporetion to be { subsidiary of lhe State Bank.- The
Corporation shall be a: ubsidiary ofthe State Bank.

5. Objectire of the Co rpor. tion.-( t ) lhe objectivc of the
Corporation is to coml)ensatc the depositors for losses incurred by thcm lo the

extent o[ protected derosits in the evenl of failure of a member institution as

notified by the State B;rnk under sub-sccli()n ( l) ofseclioi 21.

(2) All banks scheduled under suEsection (2) ofseclion 37 oflhc Stale

Bank of Pak islan Act, 1 95 6 ()gXI II o f I 956), unless exe mpted or excluded by the
Board, shall compu lsori y he member instil Lrtions ofthe Corporation and liabletopay
the prescribed premiunr.

6. BusiDess rnd furctioDs of the Coporstior.-The Corporation,
underthe overall suf,erv ision and control ofthe Board- may lranMct and csrry on all
or any of the following Iunctions, namcly:-

(a)

(b)

(c)

(d)

collect pr€ niums and conldbutions iiom memter institutions and oders;

acquirc, h)ld, manage, and invest resources ol the Corporalion:

receive Srrnts and torrow moncys;

assess anrl vcrify claims of the deposilors made against lhe failed
institution.

(e) make ororuse to be made payments to the depositoBtothe extent of
protected deposils;

(f) recover piLymcnts made on account of protected deposits from the
assets of firiled institutions:

(g) incurany (,xpenses conceming its funclions;

(h) enter into any contracts or other arangements or aay hnancial or
other tmn-.actionst

(i) issue guarimtees and indemnitics;

(j) purchase, hold, manage, lcasc. cncumber, ransfer, and disposc ofafly
property a rd assets;
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(2) The above amount shall bc inclusive ofany interest accrued or retDm
due as at thc datc of the nolification o{ thc Stale Bank under sub-section (l) of
section 2l.

(k) h ire, employ, or retain any person(s) as an employcc, agcnl, or comul]3nt
on full time, temporary or on deputation basis and make necessary
regulations for the terms and conditions oftheir service:

(l) crcatc awareness among g€neml public and depositors about the
deposit proteclion scheme as contained in this Acl; and

(m) carry on any business. dischargc any firnctions and exercise powers
as are rccessary for, incidental lo, or in connsction with, thc allairs of
the Corporalion, or any other ac! or deed deemed hy the Board to be
in the interest of the Corporahon or for the advancement of the
purposes ofthis Act.

7. Prutected Dcposits.--11)The Corporation shall guarantee the full
payment olfunds held in depositor's accounts rvith a member instilutio , rcgardless
ol-the number and size of the deposirs, up to an amount Prcscr;bed by the
Corporation from time totime.

(3) Srrdrid, compliant mechanism of deposit protection in respect of
lslamic baoking ins(itutions shall be provided inthe Prescribed manner\rhich shall
be approved by State Bank's Sralk , Board.

(4) Wilhin ninely days of its commencement of business, lhe
CorpoEtion shall publish, in at least trvo daily newspapem having wide circulation,
the guarantee amount as provided ulder sub.sectioo (l) ofthis section. Any
subsequent changc in the guarantee amount shall be in same way published in
twg daily nes,spapers having wide circulation.

8. Exceplions,-{l) Protectcd Deposits shall not cover the deposits of, -

(a) persons who have be€n granted preferential inlercsr or rerunr in
deviation from the terms and conditions announccd by a Memb€r
Institution which the MeDlher lrrstitution is obli8ed to apply to all its
dcpos itors of similar calegory.

(b) membcrs of the Board of Dirccto.s and senior management of a

membcr institution including chief executive officer and ke,y executives;

(c) panncrsofauditingfirmsnrsponsiblc tocerdry the Membcrlnstihnions
financ ia I slarements:
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(d) persons lEving acquired rrghts to a deposrr aher the issuance of Srate

Bank's notification under sub-s€cdon (l ) ofsection 2l ;

(e) spouse, (lependcnt Iincal asccndanls and dcsccndants and dcpendent
brothers and sislers of thc persons specified in clauses (b), (c)
and (d):

(f) any Merrber lnslihrtion rvhosc deposits arc in its name and on is

(g) gorrmment or gov€mment institutions:

(h) any company es defined undcr thc C(rnpanies OrCinan(!, 1984 (XI-VII
of 1964) or

(i) any other class ofpersons or instilutions as spccificd by rhc Board
fiom tim. to time:

Prov ided that where lhc Board specifically excludes ary class of
persons or instilulionr such decision shall be published by rhe
Corporalion in two daily ne\yspapers havi g wrdc circulation:

(2) Protectc(ldcposits shall not covcr dcposils arising ou{ oforrelaled to
transactions or actions constiluting 'moncy launrlering' within the meaning ofthe
Anti-Money LaundenrgAcl. 2010 (VII of20l0), ifthe offender has been convicted
of such offence.

9. Sharc c{pitrl and limiled Iirbility,-{ I )The authorizcd share capital
oflhe Corporation sh,rll be onc billion rupees or such other amount as the State
Bank may. from time t(, time. determinc by order in writing and shallbe divided into
shares ofone million rirpecs each

(2) The paid.up capitalofrhe Corporation shall he such amount as may,
from time to time, by oder in writing dctcrmincd by thc State Bank and contributed
by the shareholders.

(3) The sha,r capilal may be divided i,rro diftarent kinds and classes as

may be prescribed.

(4) The liabi ity ofshareholders of thc (torporatio ir shall be limiredro the
amount. ifany, not fully paid,up or thc \harcs hcld by them in rhe capiral ofthe
Corpot'ation-
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(5) No dividend shallbe payable to rhe shareho lders of thc Corporation.

10. Boerd of Dirertors.-<l) The gcncral supcnnrendence, direclion
and managemcnt of the affairs and business of the Corporation and overall
policy making in respect of its operations shall vest in rhe Board which may
exercisc all such powers and do all such acts, deeds and lhings that may be
exerciscd or done by the Corporalion.

(2) The Board shall consistofthe following scvcn drrecrors, namely:

(a) a Deputy Govemorofthe Stare Bankas nominatcd by the SrateBa-nk;

(b) four Directors to be appointed on the nomrnation by Federal
Covemmcnt in consultation wirh rhe Statc Bank. The directors so
appointed shall have knowledge of banking, commerce, industry
economics, hnancc or law and neither of rhese dircctors shall be an
oflicer of the Fedeml or a ProvincEl Covemment or of the Stare
Bank or an employee or director or shareholder of the Member
InstiEtioni

(c) one Direcror. aaofficialofthe Minislry ofFinancc, to be appointed on
the recommendalion ofthe Fede.al Covemrhent: and

(d) the Managing Director

(l)'Ihe Directors appointed uIdcrclause (b) of sub-sectior (2) shall
hold office for a term oflhree years and shall be eligible for re-appointment
for an additional term ofthree years on the basis ofthetr performance in lhe first
term.

(4) The meetings ofthe Board shall be held arsuch rrmes and places
as may be prescribed or, until so prescribed, as and when convened by the
Chairman.

(5) The Directors shall be paid by the Corporarion such fecs and allourances
foranending thc meetrngs ofthe Board or ofany of its committees and for attending
lo any olher work ofthe Corporation as may be Prescribed.

(6) No act or proceedrngs of the Board shall be invalid merely on the

Sround of the existencc of any vacancy in, or defect in the constitution of,
lhe Board-

(7) The quorum ofmcetings ofthe Board shall bc as may be prescribcd
or un(il so prescrib€d, shall be l-hree Directors.
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(8) All decisLons ofthe Board shallbc taken by nrajorilv ofthe Directors
prcscnt and voling at a nreeting duly convencd and held and in the event ofarr
equaliry ofvotcs the (lhairman may exercise a casting vde.

(9) A resolulion rn writing signed byall Directors shallbe ascllective as

ifsuch resolution had been passed at a meeting ofthe Board.

(10) Trll suct time the Board is conslituted or three months ofthc
commencement ofthii Act, whichever is earlier, all po$crs ofthc Board shall
vest in the Stalc Bank

11. Chairms n.-< I ) The Depur] Govcrnorofrhc Slate Bank shall be thc
Chairman ofthe Board.

(2) TheCharman shall. whenev er presenr, presidc over mcctings ofth€
Board. In the absence ,)fthe Chairman, lhe Dircctors prescnt shall choose one of
them to be the Chairm rn for such mecting-

12. Maragi,rS Director.--{l) The State Bank shall appoint a

professional person who has significant experiencc in banking, finance,
accountancy, business administration or public admmistration as Managing
Director of the Corporalion for a lerm offive ycars and hc shall be eli8ible for
re-appointmenl for an('ther term offive years on the basis ofhis performance in

the firstt€rm:

Provided that the Managing Director may deletate his powcrs. by genelal

or spe€ial order in wriling, to senior executive of the Corporation fo. managinB

day- te day affairs dunng his leave pcriod or abscnce from Pakistan:

Providcd funher that ifthe office ofManaBing DirEcror is vacant, the S|,ate

Bank may appoint any of its senior cxecutive as acting Managing Dircotor for a
period ootexceeding th Ec months.

. (2) The Man:ging Director shall bc thc chicf executive ollicer of thc
Corporation and shall, subject 10 the control and direction ofthe Board. administer
the affairs ofthe Corpo€(ion, and shall have such powers lbr this purpose as Ere

fiom tme to lime delegrted to him by the Board.

(3) 'I'he salary and otherterms and condirions of*rviceofthc Managing
Dircctor shall be such ar the Board may delermine except rhar neither the salary of
lhc Managing Director.or his other terms and conditions of service shall be varied
to his disadvantaSe aflcr his appointment.
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(4) The Managing Dircclor shall dcvole his full time and attenrion to the
afrairs ofthe Corporation, provlded that lhe Managing Dircctor may, in addition to
his duties as the Managing Direclor, be entrusted with such olher duties for such
period as the Board may, by order in writrn& determine.

lJ. Disqu.tificrtions of the DirectorB.-No person shall be appointed
or hold ofice as Di.ector who -

(a) isa rnemb€rof Ihc scnatq NahonalAssembly, Eny ProvincialAssembly,

or an elcclcd mcmbcrofa localcouncilor local body consl ituted under
any law relaring ro localcouncils or local Mies;

(b) is a director, ofliccr or cmployce ofany banking company orfinancial
instirution or has an interestas a shareholder ina banking company or
flnanclalrnslltution:

Pmvided ftat nothrn8 rn thisclauscshallapply whcre the Director
is in lhe cmployment oflhe State Bank or its su bsidia.ies or where the
Director is, in addition lo holding the olhce ofDirector, entrusted wilh
additional duties by the Board or State Benk;

(c) has b€€n convictcd ofla\evasion under any law, orhas been convicted
or procccdings are pending against him under s€ction 412 of the

Companies Ordinancc, 1984 (XLVII of 1984), or section 63 ofthe
BankinS Companies Ordinance, 1962 (LVII of 1962), or has been

convicted by a court oflaw for an offence involving moral turpitude;

(d) has been deprived ofthe riSht to hold a position offinancial rEsponsibilhy;

(e) is in defaultofpaymcrtsduc from him toany bankinS company, fmarcial
inslitulion, cooprativc society, Govemmcnt Department, Covemment
controlled or managed company or corporation and for the purpose of
thisclause,default in payment by th€ spouse, depende children, and

companies, firms and other business concems under the control or
managcment of a person shall be considered as the default of such
person;or

(0 holds an ofice in a political party

14. Removal of r DiEctor.-A Di.ector or the Managing Director may

be removed by slale Bank by an order in writrn8 where it is €stablished that -
(a) any ofthe circumslanccs referred lo in section l3 is applicable;
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(b.) he has h:come physically or mentally incapable of carrying out his
responsi )ilities fora continuous period olsix months or more;

(c) he has boen'engaged in a serious misconductl

(d) his activltics impair the Corporation's inleresls;

(e) he has b3en absent fiom thrce or morc successir'c mectings ofthe
Board w thout reasonable ground; or

(.1) The milrtes ofcvcry meeting ofa Commiftee ofDirectors shall be
presented before the Board at its next meeting following the meeting of the
Committee.

(5) Subject ro the gencral and any special direcrions of rhe Board, a
Committee oFDirectors shall deal with an! maner entrustcd to it by the Board.

17. Corpora(ion's R€sources,--(1) The sources of the Corporation,s
resources shall, among others, consist of the following, namely:

(I) otherwis. Statc Bank considers hinl to be unfif to be a Dircctor or as

the case may be Managing Director.

(3) The menrbers ofa Committee ofDirectors shall hold office for such
p€riod as the Board m,ry determine.

15. Disclosure oflnterest. {1) Every Director and employee ofthe
Corporation shall dis(:lose in writing to the Board any commcrcial, financial or
other business intereit which he or his family members rnay have. whether
directl) or indirecrl,. and $hich mdJ have adrerse implications [or the
Corporation s interesr.

(2) ln performing their obligarions, the persons under sub-section ( l)
shall be bound to pla( € thc Corporalion's interests before their oun interests.

(l) Directorr shall not participate in any discussion and shall restrain
from voting on the issues in which their commercial, financia, or other business
interest, orthose ofth( irfamilies, is involved.

16. Commitlees of Directors. ll) The Board may constitute one or
more committees consisting ofsuch number ofDirectors as it may determine.

(2) Ihe pol}ers, functions, duties and other terms of appointment of a

committee ofdirecors shall be such as the Board may determine.
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(a) the f'aid-up share capital;

(h) initial premiunrs frum mcmbsr instilulions;

(c) prriodic premiums from m€mber insritutions;

(d) retum on tlic invcstmcnts:

(e) proceeds ,eceived from a member institution's proFErty in cas€ of
sale or liquidation: or

(f) other sources including loans, donat ions, grants and foreign assistanc€
etc-

18. FiMrcirg lh€ Corporrtion ir sbonfsll of r6ourccs.-{ I } If ar
any time, resources ofthe Corporation fall shon ofitsliabilities under this AcL such
shordall may b€ cove.ed in one of the following ways, namely:-

(a) requiringmember institutions topay advance premium;

(b) increasing the prem ium;

(c) drawinS loans in accordancewith lh€ term s and cond itions Prescribed
by lhe Board; and

(d) allocations from thc Federal Covemment.

(2) The amount paid in advance under clause (a) ofsuEsection ( I) shall
be adjusted against firture premiums.

(3) l'he maxirnum tunount ofthc increascd premium contribution under
clause (b) ofsub-section ( l) may not exceed such percentage ofthe deposit base as
Prescribed by the Board.

(4) Loans drawn by the Corporation may be secured by a guaraniee issued
by the Federal Govemment, State Bank or by Corporation's assets, including
Corporalion's futureclaims on membcr institulions forprcmium contributions-

19. Itrv€rtmenls Elade strd Accounts mriDtrined by the
Corpontior.-{ I )The Corporation may invest in, -

(a) Governmenl securities issued or securilies guaranteed by the
Goremmenl or
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(b) any other investment avenuc as approvcd ht thc Board

Providcd thal lhc Corporation shall formulatc an invesrment policl'lrithin
nincty days of irscomn cnc!'rnent ofbusiness. The invesEnent policy shall be designed

keeping in vrew th€ o )jectives ofthe Corporation and in Line rlirh the und€rlyrng
factoElike risks and lilurdiry.

(2) Thc Corroration shall open and mainlarn account wilh SBP Banking
Servic€s Corporalion cr wilh any other financial institution with the priorapprovalof
the Board.

20. Determining the size of deposits.-(l)'fhe tolal amount ol a

Memberlnstilution'slabilitytoadepositorshallbedeterminedbyaddingupallthe
depositor's deposits, including interest accrued or retum due as at the date of
notification under sub-section (l) of section 21. In establishinS the Member
lnstitution's total liab i ity to a depos iror, fore ign cunency deposits shal I bc taken st
equrval€nt tunount, at the exchange rate declared by the State Bank at lhc date of
the State Bank's notifiiation under sutrsection (1) ofsection 2l.

(2) In the ev,:nr of ajoint depos i( each person's portion shallbe taften into
ac4ount in estabhshrn! the total amounr ofthat person's detDsrLs held by a Membcr
Institution. If rr is rrcl othcruis€ provided for irr the dep()sil contract. it shall be

assumed thal thc depotitors' portions are equal.

(3) In the event ofa deposit contract ir favor ofa third paft.v, the p€rson

in whose favor rhe decosit has be€n opened (the beneficiary) shall be entitled to
receive a palment fiorn the Corpo.ation unless it is otherwise provided for in tfie
contract. lfthere is mo,r fian one beneficrary thejointdepositor rule as provided in

sub-seclion (2) shall atply.

(4) A depos it wh ich is encu mbered or s€rves as collatera I sha ll be inc luded
in the add ing up undcr ;ub-section ( I ) and the amount due on the deposii shall not be
paid to the tillcholder( fth€ d€posit untilthesaid encum b.ance or secu.ity has been

lifted. where an order issued by a court in respect ofsuch deposit is cflective, lhe
Corporation shall paytheanountdueonrhedepositto the person who is designated
in l-he order as the person authorized to receive the deposit amount.

21. Tcrms rnd procedures for reimburscment of protected
deposits.- ( I ) ltc Slate Baik shall, by anotification, declare a Membcr lnstilution
as a Failed lnslitution as a result of its insolvency or an.\, significant judicial or
regulatory action lhar cancels the license of membcr instirurrcn or resricB the
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(2) I he Corporation shallpay lhc liabilities ofthc Failed lnslitution to iLs

depositors up to thc amount prolected, in the cases the State Ilank has issued a

Dotification undcr sub-scction (l) .

(l) The Corporafion shall owc no interest on pmtecled amounts-

(4) TheCorporation shall pay the protected amounl ofd€F)srts incashor
lhrough u-insfer ofdeposit to ary bank int com patry or in aay ot}er way as determ ined
by its Board.

(5) As soon.$ F)ssible, afterthe issuance ofnotification under suEsection
(l), lic Corporation shall collect necessrry informatron and cause the same to be
published in at least two daily neu'spapcrs having w'ide circulation includrng
information aboullhe date aftor wh ich depos rrors shallb€ paid fro; the Corporarion
and the procedure for payment.

(6) Payments Imm the Corporalion to lie protecteddepositors shall b€gin
as early as possiblc lrom the date of the notification under sub-se.tion (l). The
Corporalion shall ensure that payments to most of the protccted depositoE are
madc or tendered within selen workinS days and that all paymenls are made o.
rendered within thirty days at $e laresl ifthere is no dispute as lo the entidement

to, oronneBhip of. the deposir.

(7) For fbreign currency denominatcd deposits,the depgsilor shall be paid
the rupeeequivalcnt oflh€ protected amounl at the exchange mtedeclared by State
Eank on the day ofthe notification under suLs€ction (l).

(8) A membrr institution s liability to its depositors shall be reduced
pmpo(ionally by l}le amounts paid by dre CorporatioD to dcpositon and shall be
rcplaced by an equivalcnt liabilit) lo lhe Corporation.

(9) The Corporation shall regularly norrry fte liquidator or the assignee in
bankuptcy ofthe failed institution aboutthe amountpaid by the Corporation to any
depositor.

22. Priority of PeyDent.-<l) Norwithstanding an),thin8 contained in
rhc Compani€s Ordinance, l9E4 (XLVII of l9t4), the Banking Companies
ordinance 1962 (LVII of 1962) and any other lav/ in respect of insolvency or
liqridalion or tax, the claim ofthe Corporation against the fbilcd institution to the
cxtenl of protccted deposit paid or lo be paid and any aficars of outstanding
premium shall have prioriry" to allother claims.

(2) Iorthe avoidarcr ofdoubt, ir is clarified dlatpayrncnt!o thedepositors,

to the €xtent of protected arnount, ofa failcd institution againsl whorn windin8 up
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orderis passcd shall Lc mode only through the Corporalion, and the Corporation
shall also havc prioriq righls ofthe protected depositors lLs prov ided undcr section 5 8

ofthe Banking Compr nics Ordinancc. I9(,2 (LVII of 1962)

23. Delegatron of powen ,n(l sppointment of attorneys.-{l) The
Board rnay. fbr the prrrpose ofensuring smooth and ellicicnt functioning of the

Corporation and fac ilil atinS tra,lsactions of its daily busincss. by resolution. delegate
tb the ManaginB DirEctor or any other execulive ofthe Corporation. subjc€t lo such
conditions and limitaticns, ifany, as rnay bc specified therein, such ofits powcrs and
duties under this Act iN it may deem neccssary

(2) The Board may, from time ro lime, by resohlion appoint any company,
flrrn orperson lo be th,) attonrev ofthe Corporation for such purposes and with such
powers, authorities an I d iscretions, not e xceed ing those vested in or exerc isable by
the Board under this hct and for such period and subjecr ro such condittons as the
Board may think fi! r nd any such resolution may contain such provisions for the
pmtection and convenience of persons dealing with any such attomey as thc Eoard
may think fit

24. Accourrls snd rudit.-{l) The accountinS year of the Corporation
shall commence on the first day ofJuly and end on th€ rhirticth day ofJune.

(2) Th€ Ccrporation shall maintain propcr accounts and other
records to rcflect trl-eand fairvie$'of its state of affairs and preparcannual
statement of accourls, including the profit ard loss accounts and statement of
financial position.

(3) The accounts of rhe Corporation shall be audited by one or more
audirors who shall b€ charlered accountanls wilhin the mcaning oflhe Chanered
Accoun tants Ord inan ce, 1961 (xof 1961), to b€ appoinycd by the Board.

(4) Every auditor shallbe supplied with a c.py ofthe annual slatcmentof
accounts and it shall lrc the duty ofthe auditor to examine the same togetier with
lhe accounts and vouchers re lat ing thercro, and every aud ilor sha I I h ave a list deliverEd
to him ofall books kepr by the corporalion and shall, at all rEasonable times, have
access to books, acco[nts ond other documents ofthe corporation and may cmploy
accounlants or olher rersols to assrst him in auditing such accounts and may, in
relation tosuch accou rts,cxamine theManaSing Director, Directorsand execulives
ofthe Coryoration.

(5) Th€ auditors shall submit a report to the Boerd regarding thc annual
statemenl ofaccounts, and in any such repon they shallstatc whcther in lhciropinion
the statement of acccunrs is a full a.nd fair sratement of accor.tnts containing all
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necessary particulars and is properly drawn up so as to exhibit a true and correct
v re$ of the state of a ffairs of the Corpoml ion and, in case they have ca lled for an)
e\planation or information from thcManaging Directororthe Board, whether rt has

been givcn and whether it is satisfactory.

(6) The Board 
'nay, 

inaddition tothe audit under sub-sections (3)and (4).

cause to he caried out inlcmal audit ofthe Corporation's accounts and lhc inremal
auditors' reporls shall bc submitted to the Board.

25. Powerofthc Stete Bank to give dircctions.-{l) In ordcr to protect
the interesl of small deposiloN or ensure the financial stability, wherc lhe Slate
Bank is satisfied thal -

(o) in thepublic inleresl; or

(b) to prevcnt the aftairs ofthe Corporarion being conducted in a manner
detrimental lodre interests of its beneficia esor in amarmcr prejudicial
to the intercsls ofthe Corpomtion or oflhc Slale Bank; o.

(c) to secure the proper managcment of the Corporation generally or to
turther the objectives ofthisAct;

ll rs necessary to issue direcrions lo lhe Corporation. rhe State Bank ma,,-

from rime ro time, issue such direclions as it may deem fit and the Corpomrron shall
be bound to complyrvith such direclro,)s.

(2) Ifany provision of this Act is contravcned, or if any default is
made in complying wirh any requirement ofthisAct or ofany rule or regulation,
direction made or condition imposed there under. the State Bank may, on a

complaint ade in writing by the Corporation. or on its own motion, imposc on
the Membcr lnstitution and any othcr person who is knowingly a party to such
conlravention or default, a fine which may exend to two hundred thousand
rupees, and whene a contravention or default is a continuing one, a further fine
may be imposed which may exlend to ten thousand n pees for every dav (lurinS
which such contmvention or default continues.

(3) The State Bank may recoler lhe amount ofany outstanding prcmium
or fine liom a member institution by debiling its account maintained with the SBP
Banldng Services Corporatlon.

(4) Anymember institution or othcr person aggrieved by the imposition of
fine under this s€ction may, vithin twenty - one days from lhe date on which such

decision is communicelcd lo it apply for review to the State Bank
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CHAPTER - ItI

MISChLLANI-IOUS

25. Duty ol Officers and servants lo maintain sccrccy.-{ I )Except
in the p€rformancc ol his duties under this Acl, every executive or olher employee
olthe Corporation sh;rll preserve and aid in preserving slrrccy \vilh rcBard lo all
mafters relating to the rffairs ofthe Corpomtion and ofdre Slarc Bank coming ro h$
knowledge and not pflblished by the Corporalion or b) lhe Stale Bank and with
regard to all matters 11 lating to the financial or rnonetary affairs ofany rnsutution,
person, body ofpersons, any Covemmentorautho.ity whether in Pakistan or outside
Pakistrn that may con e to hls knowledge in the performalcc ol hi\ duties.

(2) Evcry such exccutive or othor employeewho communicates any such
matler, except \rhcn r,jquired by la\{' so to do, or in the drschargc ofhis duties as

such, shall b€ guiltv of m offence punishable with imprisonm€n( ofcilhcrdescription
for a lerm which may extend to three ycars, or \rith fine which may extend to one
hundred thousand ruF|es, orwith both.

(3) No coun shall lake cognizance ofany offence punrshable under rhis
section e\ccpt upon a ,iomplaint in rrriting by a persofl authorizcd in this behalfby
lhc Board.

27. Olficcrs to be public olficers.{l)For the purposes of Article 7 of
lhe Qanun-e-.ShahudL t, I984 (PO. No. I0 of I9E4), the provisions of Part IV of
the Code ofCivil Pre,:durc, 1908 (Act V of l90t), and the provisions ofrule 27 of
OrderV and rule 52 ol Order XXI of the said Code any person in thc service ofthe
Corporation acting in his capacity as such shall be deemed to bc a public officer.

(2) The pro,'isions of A,liclc 6 of lhc Qanun-?-Shohadot, l9t4 (P.O.

No.l0 of 1984), shall pply to the unpublished records ofthe Corporation and the
Ma-naging Director shall be deemed to he the officer or head of the department

28. Persons irL the seraice of lhc Corporation to be public s4rvanls.-
Evcry person in $e s:rvice ot the Corporalion shall be deemed to be a public
servait within the msflring oF seclion 2l of the Patistan Perrsl Codc (Acr XLV
ofrt60).

29. Producton of utrpublishcd records of the Corporation, etc,-
( I ) No court, lribunal or other authoriLv sha I I be cnr itlcd to compe I the Corpomtion or
any person in the sedii:e ofthe Corporation ro produce or, as rlre casc may be, givc
any evidence derived 6om, any unpubhshcd records olthe Corlx)ralion.
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(2) No coun, tribunalor othcrauthority shallpermil any one to produce or
gile evidence derived from, any ul|published records of the Corporalion, cxcept
Nith the prior permission in wriling of the Monaging Director who may give or
\\ilhhold such pemission as he lhinks fit.

(]) Not\vilhstanding an),thing contaDed in lhisAct orany other law for
thetime being in forcc, a repo( prepared by the Corporation on a mambcr inslilution
under any Iaw for the time being in force shall be dcemed to be unpublished for
thc purposes ofsub-sections (l) and (2) even il a copy ofsuch report has been
supplicd lo rhe member institurion to which the report pe(ains, the State Bank or
th€ Fcdcral Governnrcnt.

30. Pension, gratuity, provident fund and other employment b€nefits
of Corporrtior's employees lo be €rcmpt from ettichmerts, et..-
Not$'ithstanding anylh ing conta ined in any law for the time being rn force, pensions,
gmlu ity or provldent fu nd and oLher em plo).rncnl bcne fits grantcd by the Corporation
to its cxscutives and olher employees shall not be liable to seizur€, attachment or
sequcstration by proccss ofany court at the instance ofa creditor, for any demand
againsl the pensioncr or in satislaction ofa decree or order ofany such court.

31. Eremption from laxes.-Notwithstanding anything contained
in thc Wcalth Tax Act, 196l (XV of 1963), thc lncome Tax Ordinance,2001
(XLIXof 2001),theStampAct 1899(IIof 1699)(ranyotherlawforthetimebeing
in forcc rclat ing to I} ealth tax income ta\ supcr lax or any ol-her taJ! the Corporation
shall nor be liable lo pay any wealth tax, ircomc tax or super tax.

32. Power to make rulcs.-The Stlte Bank, with approval ofthe Federal
Govemment,may, by notification in the oflicial Cazettq make ru les, consistEnt with
the provision ofthis Act. for carryrng out the purposes ofthis Acl.

13. Power to mak€ rcgulations. l I) l he Board may make reBulations.
not inconsistent with the provisions ofthis Act and the rules made thereundcr, to
provide for all matters for rvhich prov is ion is necessary or coflvenient for lJ)e purpose

ofeivinB clTect to the provisions ofthisAct-

(2) Where any provision ofthe regulations is inconsistcnt with any provision
ofthc rulcs, the provision ofthe rules shallprcvail.

(3) Where the State Bank considers it expedient so lo do, it may by ordcr
in writing, direct drc Board to make any regulations or to amcnd or rescind any
regulations already made. within such period as it may specify in lhis behalf.

(4) If the Board f'ails 10 comply with an,," direclion ofthe S(ale Bank
under sub-sectiofl (3) wilhin the spccified period, the State Bank may make, amcnd
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or rcscird any regula ion direcrcd by the Slalc Bank to be made, amended or
rescifided, and a regu ation so madc, amended or rescinded hy thc State Bank

shall be deemed to hrve been made, amende(l or rescrnded by lhc Board in

accordarce wilh the pr ovisions of this section and shall have elTecL accordingly.

14- Power t( call information.--{ l) I he Corporanon may call for any
rccord or inlbrmation iom any mcmher rnshrution as it may deem necessary for
discharging its functior s under rhis Act

(2) Thc CorJorilion shall report to the State Bank in case any member
instilution [ails ro provide information or record rcquired under sub-section ( I ) or
coDrply with an), pmvilrions ofthis Acl br an) nrlcs or regulations made under this
Act ard the State Bank may take any action coftective. penal or remcdial againsl
such member institutiol as il may de€m appropriale keepinS in view the nature and
extent offailure.

35. Protection of action lrk€tr itr good frith.-No suit or other legal
proceedings shall lie atiainst the Corpomtion orthe Stale Bank orany Directoror
ollcerofthe Corporation or the Slale Bank for anlthing done or inlended to be

done io pursuance of this Act or of any rules, rcgulations or orders made there
under unless done in brd faith.

36. Liquidatior of the Corporalion.-The Corporation shall not bc
placcd in liquidation $ve by ordcr oflhe State Bank and ,n such manner ard on

such lcrms and conditicns as the Sratc Bank may direcL

37. Act to ovr:rride.-Except the application ofany provision oftheAct
to the Corporalion as z subsidiary ofthe Statc Bank, this Acl shall have effect
notwithstandinB anythirrg contained in any law for the time b€ing in force or in any
aereemenL conlntcL or,lher applicahlc docum€nls or instrumenl.

38. Removsl of diffculties.-If any difhculty arises in giving effect lo
any oflheprovisionsoftris Acl, the Slalc Bank may make such ordernot inconsistent
with the proyisions oftlis Acl, as rnay appear lo il tobe neccssary for the purposes

of removing the diflicultyr provided that aforesaid power shall cease to exist on
expiry oftwo yeaE, fron the commencement ofthis Act.

39- R€ftoval ofdeposit protectior under the Bsnks (Nationalizatior)
Act, 1974 (XIX of l!'74).-Sub-scction (4) ofthe section 5 ofthe Banks
(Nationali?ation) Act lr?4 (XIX of 1974) shsll not b€ applicable to any memb€.
inslitr(im.
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STATEMENI' OT OR'ECTS AND REASONS

Thc purposc oflhc subjcct drafl Acl is to establish thc Deposit Protection
Corporarion (DPC) for iDstituting an explicildeposit insurance scheme in Pakislan.
l he deposit insurarcc isconsidercd an intcgm I sa fety-net toolto cnsurc the soundness
oIthe banking syslcm and pr()tcct small depositors ofa bank in case of its failure.

2. The banking system in Pakistan has become increasingly private
scctor-owncd throuSh the pflvatrzation ofthe once domilrant state-owned banks
and the entry oinew banks. Conscquel|lly. lhc sharc ofpublic sector banks has

dropped from 92% in l990 to around I9% in March 2015. Ilowever, the legal
frame*ork originally promulgated for nationalized banks has notkept pace with
these developmenlr While the deposits ofall state-otrned benks were protected
through govemmenl guarantccs at thc limc ofna(ionalizalion, denatio[slizEtion
coupled wilh enrry ofnew banks has left the safety ofdeposits to an arbitrary
and implicit depositor protection by the governmenl or the Stale Bank in case a
private-sector owncd bank fails. However, rt is widely assumed by lhe public
that rhe Fedcral Govcrnrnel|t or thc State Bank would compensate deposirors in
case of failure ofany bank. Such an implicit genemlized govemment guarantee
ofbank deposits is not compatible with a market-based banking system which is
mainly owned by privatc sector. 'l he existing systerb of implicil deposit protection
creates huge moral hazard as (i) it rcduces incenlives for bank creditors and
depositors lomonilorfic soundncss oflhcirbanks and thuscxen marker d iscipl ine
on banks, (ii) it fails to dislinguish belween th€ prolection ofbanks' shareholderc
vrr-a-vir protection ofdepositors, (iii) il undermines lhe accountability for poor
management of banks, and (iv) it resuhs in the cost of potential failures falling
heavily on the laxpayers.

l. In order to reduce the moral hazsrd implicit in the present system
and to protecl small depositors, it is proposcd to introduce an explicit depositor
insurance scheme lhrough DPC which \aill compensale teposirors up lo a

prescribed limited amount in case of a bank's failure. The DPC will be a fully
owned subsidiaryof the State tlank which hasthe statutory responsibility toensure
the \oundness ofthe barling systern. lhisarrangcment *illyield marinium synergy
and coslsaving duc [o close coordinalion of the DPC with the State Bank's
supervisory functions and rcsourccs.

4. This Brll is designed to achieve the afores.id purpose

SENAToR MOHAMMAD ISHAQ DAR,
Minister Ior f-ina ce, Revenue, Economic

AIIuitt, Stutirtics and Privatization.


