
[TO BE INTRODUCED IlT THE NATIONAL ASAEMBLYI

BiII

to amend and coDsolidate law for the regulation ofs€€udties aDd fututes markets, protection of
invcstors aDd mattem connected or ancillarv therewith-

WHEREAS it is expedient lo amend and consolidate law for the regulation ofsecurities and

firtures markets, protection of iDvestors aDd matters connected thelewith or ancillary thereto;

It is hereby enacted as followl-

PART I
PRELIMINARY

l. Short title, extent atrdtommencement. - (1) This Act shall be called rhe

Securities snd Fut$es Markets Act, a0+1.

(2) It extends 10 the whole ofPakistan.

(3) It shall come inlo force at ooce.

Delinitiotrs.- (l) Itr this Act, ur ess there is anything repugnanl io the subje€t or2.

context,-

(D. "accredited investors" means-

(a) a banking company; o!

(b) I fifiallcial institution as defined in clause (31) of subsection (l) of section

2 ofthe Compades Act, 2017 (XIX of20l7)i or

(c) any other p€$on as may be notified by rhe Commission;



(ii). "associate", in relation to-

(a) ar individual, means -

(r) that individud's spouse, son, adopted son, stepson, daughter,

adopted daughter, stepdaughter, father, stepfather, mother,

stepmother, brother, stepbrother, sister or stepsiste!;

(lD any company ofwhich that individual is a directo4

(llt) any company in which that individual or any ofthe persons

mentioned in sub-clause (l), has cofllrol of twenty per cent

or morc of the voting power in the compaay, whether such

control is exercised individually orjointly; or

(IV) any employee ofthat individual; or

(b) a company, means another company in which the flrst meotiorcd

company has contol ofnot less than twenty per cent of the voting

power in that company;

(c) an individual or a company, means such person as may be specified;

and a.ny reference in this Act to an associaled person or associated company shall be

construed accordingly:

Provided lhat,-

(D dircctor nominated by a creditor ofa company;
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(ii) directors repr€senting special intercsts refened to in section 165 of

the Companies Acq 20 I 7 (XIX of 20 I 7);

(iiD directors appoi[ted as an independent director; or

(iv) shares owned by the National Investment Trust or I financial

institution directly or indirectly owned or controlled by the Federal

Govemmefi or a Provincial Govemment; ot share$ rcgistercd ilo lhe

nane ofa cential depository, where such shares are not beDelicially

owned by the central depository,

shall not be taken into account for determining the status ofa person as atr associate;

(iii). "alternative trading system (ATS)" meaas a system which provides a market for

trading ofsecurities o! futures contracts other than a system operated by a securities

excharge or a futrres exchaDge;

(iv). "auditor" means a charteled accountant as defiEed in clause (b) of sub-section (1)

of section 2 of the Chaneled Accountants Ordimnca, 1961 (X of l96l );

(v) "balloter" means a regulated person *tro provides serviccs to an issuer for selecting

the required number of applicants of public issue through a ballot;

(vi). 'banking company" means a banking company licenced under section 27 ofthe

Banking Companies Ordinance, 1962 (Lvll of1962);

(vii). "broker" means a securities broker or a futues broker, as the case may be;

(viii). "CDS element" means central depository sysem element and includ€s an account

holder, a panicipant, an issuer of eligible securities, an eligible pledgee or any other
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ma*et inlemediary as may b€ specified under the Certral Deposilories.Act, 1997

(XIX of 1 997);

(ix). "central depository" means a compaay licensed by the Commissiotr under section 4

. ofthis Act for establishing and operating a depository facility;

(x). "clearing facility" means a facility for the clearing and settlement of market

conaacts;

(xi). "cle€dng Louse" means a company licenced by the Commission under section 4 of

this Act for establishing and operating a clearing facility;

(xii). "clearing member" means a person who is admitted as a clearing member for

clearhg and settlement on his olln behalf as well as on behalf of others under the

regulations of a clearing house;

(xiii). "Commission" means thc Securities and Exchange Commission of Pakistan

establisbed under section 3 ofthe Secudties and Exchange Commission ofPakistan

Act, 1997(XLII of 1997);

(xiv). "commodily" in relation to a futues contract. means-

(a) agricultuml, livestock, fishery, forcstry, mining or energy goods and any

pmduct that is manufactured or processed ftom any such goods;

(b) any other goods or ploducls which as such may be notified by the

Commission in thc official Gazette; alld

(c) electronic warehous€ receipt of such commodities specified in sub-clauses

(a) aod (b);

(xv). "control" includes the right to appoint majority of di.ectors or to control

maoagement or policy decisioru, exercisable by a person individually or th-rough
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atry pe6on acting in concert, dircclly or irdirectly, whether by virtue of his

shareholding, management ght, shareholde$ agrcement, voting agreement or

otherwise;

(xvi). "corporateperson"includes-

(a) federal govgmment, a provincial govemment or a local authority,

(a) a company as defined in clause (17) ofsubsection (l) of section 2 of the

Companies Act, 2017 Q{D< of20l7);

(b) a company incorporated outside Pakistan;

(c) any entity declared as a My corporate or to have a juridical personality

under ary law for the time bcing in force; and

(d) any other person as may be specitred;

(xvii). "Court" mears the Court as defined in clause (23) of sub-section (l ) ofsection 2 of

the Companies Act, 2017 (XIX of2017);

Explanation: - Notwithstanding ao]4hing contained in any other law, Do c4urt other

than the court provided in this Act shall have jurisdiction to e eflain any suit or

proceedings in respect of any matter fa.llilg under the jurisdiction ofthe coufi aod

it shall have exclusive jurisdictioni

(xviii). "crcdit rating agency" means a regulated person who provides services relati[g to

evaluation ofcredit worthiness aod ability ofa person to meet its obligations, credit

risk relattg to debt or other obligadons, expression of opinion regarding debt or

' financial obligations ofperson, quatity ofgovemance, management, s€rvices or any

other dealings of a penorq any services related with the aforesaid oi sucb matters



as may be specified, expressed in the form of standard s)mbols or in an,r' other

sundardized marurer including credit rating;

(xix). "crowdfiuding platform" means an electronic platfom through which an rssuer

, meeting specified citeria can offer its secutities to the public or section ofpublic

in such form and manner and subject to such conditions as may be specificd ;

(xx). "qustomei" means a person on whose behalf a regulated person carries on any

regulated activity ard includes any person commonly known as at! investor;

(xxi). "customer assets" mea[s money received, rcceivable or retained by, a credit balaoce

ul aocount o! atly other property deposited with, a regulated person in the course of

his business for which he is liable to accoult to his customer, and any money or

oah€r property accruing tlerefiom;

(xxii). "customer money" means money ofany curre[cy that, in the course ofcqrrving on

his regulated activity, a regulated person holds or receives on behalfofa cristomer

or which he owes to a customer;

()Lxiii). "debt securities tustee" means a pe6on actinS as trustee for tle holders ofa debl

socurity or iNaument of redeemable capital issued through execution oftrust deed;

Oo(iv). "decentral ize d platform" means a platform Urough which security tokens are issued

and recorded on a distributed digital ledger whelher qyptogaphically-secured, ajld

in any other manner or perfonning such functioos, as may be specified;

(xxv). "default proceedings" means proceedings or otler action taken by a clearing house,

an cxchange or a c€[tlal deposilory under its default regulations;

(xxvi). "defaulr regulations", means those provisions ofthe regulatioas which provide for

lhe initiation of proceedings or other action if a cleadng memb€r, a CDS element
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or a TRE certificate holder has failed or appears to be unable or likely to become

unable, to meet his obligations for all unsettled or open market contracts to which

he is a party;

(xxvii)."depository facility" means a facility, for rccording title to book-entry secudties and

op€ning and maintaining accouots for such purpose, holding and handling book-

entry securities, including a cenhal depository system and a ceDtral depository

register;

(xxviii). "depository receipt" means a certificate or other record, whether or not in the form

ofa documenl, whicb

(a) is issued by or on behalf ofa person who holds any securities of a particular

issuer; and

(b) acknowledges that another person is entitled to rights in relation to the

securities;

(xxix). "derivative contract" iDcludes-

(a)

(b)

(c)

(d)

a forward contracti

an option contract;

a swap contact;

any other class of contract as may be specified;

(xxx). 'direct listing" means lisring of securities at the securities exchange, without

making a public offer of securities at the time oflisting, and subject to the coodilions

as sp€cified;

(xxxi). "dLector", in rclation to a company, includes aoy person occupying any ofiice in

relation to the posilion of a director, by whatever name called;

(xxxii)."exchange" means a futures exchange or a securities exchange, as the case may be;
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Qaqiii). "exempt offer" means lhe offer of secudties eligible for exemption from the

rcquirements applicable to publia off€Is to such exteot and subject to such terms

atld conditions as may be specified;

Oofiil,). "experl" includes banker, securities adviser, engineer, valuer, accourtant, lawyer

and any other person whose professioa gives authority to a statement made by him;

(xxxv). "family" mears a spouse, lineal ascendants and descendants;

(Kxxvi). "f,.nancial instrumenl" includes any currelcy, cu[ency index, interest rate, imerest

mte instlument, interest rate index, commodity index bold ilrdox altd such other

financial inshuments as may be notified by the Commission in the offrcial Cazenel

(xxxvii). "iutures adviser" means a person, whc-

(a) gives investment advice on whether, whioh, the tiine at which orthe

lerms or conditions ofwhich, futures contacts are 10 be €ntercd into;

0r

(b) issues analysis or reports, for the purposes of facilitatiry the

recipients of the analysis or repons to make decisions for entering

into 4ny futues contraats, but does lrot inolude-

(A) a person who gives such advice or issues such analysis or

repons-

(D in a newspaper, magazine, book or other publication

which is made generally available to the public, and

whicb does not have as its priocipal or only object
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the provision of advice or the issue of analysis or

repods, concemilg securities; or

(i0 in television broadcast or radio broadcasl for

rcception by the public, whether on subscription or

otherwise; and

(B) any other person excluded to such extent as may be

sp€cified;

(xxxviii). "futures brokern means a regulated pe$on who, by way of business, whether as

pdncipal or agent,-

(a) makes or offers to make with any person or ilduces or attempts to

induce any person to ente! into or to offer to enter into any

agreement for fi with a view to the puchase or sale of a futurcs

contracti or

(b) solicits or acc€pts any ordcr for, or otherwise dealing in, a futues

contact for its customer or on its ow) accou[t;

(xxxix). "futures contract" means-

(a) an arangement wherc one party agrees to ente! into a contract, to

deliver a specilied quantity of a specified commodity or an

electonic warehouse Eceipt, securities or financia.l instnrments, as

the case may be, 1o anothe! party at a specified future time and at a

specified price payable at that time; o!

(b) an arangement where the parties agree to discharge their

obligations under the contract by settling the difference between the

value of a specified quantity of a sp€cified commodity, including
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electronic warehouse rcceipt, secudties or financial iistruments, as

the case may be, agreed at the time ofthe making of the coffiact and

at a specified future time; or

(c) such other futues contract or class of futures coltracts or derivative

contacts as may be specified, and includes options on contracts of

the kind described in sub-clauses (a) or (b);

(xl). "futures exchange" means a company that is lice$ed by the Commission under

sectiol 4 ofthis Act for eslablishing and operating a futues market; r

(xli). "futures market" mears any maJket, or place at which, or any service or facilitv,

whether electronic or otherwise, by means ofwhich, offers, promises or invitations

to sell, purchase or exchange futures contracts are regularly made on a centualised

basis, being offers or invitations that arc intended or may reasonably be expected,

to result, directly or indirectly, in the acceptance or making, respectively, of offers

to sell, pwchase or exchange futures contmcts;

(xlii). "holder of licence" means any person who has been granted a licence under this

Act and includes a licensed persol and a regulated pelsoll;

(diii). "investment agent" means a person acting as agent for the holde$ ofa debt securitv

or instrunent of redeemable capital issued through execution of issuance

agreement:

(xliv). "issuer", in relation to securities, means any person who has issued or proposes to

issue a securiry;

(xlv). "1ead manager" means a regulated person, which carries on the business ofadvising

any person or undenaking regarding:
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(a) compliance with or in respect of laws or regulatory rcquiremer s

relating to issue or offer of securities; and

(b) amngement, rcconstmction, mergers, due diligence or take-over of

a listed compaoy, subsidiary of a listed company, compa[y

undenaking an activity licensed or rcgistered by the Commission

and any other regulated flnancial institution and any ofits assets or

liabilities;

(xlvi). "licensed person" means any person licensed by the Cornmission under Part II of

this Act;

(xlvii). "listed issuer" means an issuer whose securities are listed on a securities exchange;

(xlviii). "lisred securities" means seculities listed on a securities exchange;

(xlix). "margin" means the amount ofcash, secudties or any other form ofmargin as may

be specified by a clearilg house or 6n exchange in its legulations;

0). 'tnarket" means I securities markei or futues market, as the case may bei

0D. "market contlacl" means-

(a) a corrtlact, in connection with tladirlg in securities or trading in

futues contracts, gntered into by the clearing house with a clearing

member by way of novation for the purpose of cleering and

settlement of transactions, subject to the regulations of a clearing

house, using the clearing facility before or after default proceedings

have commerced; or

(b) a tmnsactioq in connection with trading in securities or troding io

futues contacts, which is being cleared or settled using the clearing
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facility and subject to the regulations of a clearing house, whether

or oot a novation has occured;

Explanation.-Fot lhe purposes of this Act lhe expression "novation" shall meao

lhe act of the clearing house interposing itsclf as a central coulterparty i,
accordance with its regulations whereby it acts in its capacity as a buy€r to every

seller and seller to every buyer in respcct of lrades repo(ed to it for clearing and

settlem€nt in accordance with the provisions of the regulations of such clearing

house.

(lii). "money" includes any form of money, whether represented by a cheque, any other

instrument or otherwise;

(liii). "nonbanking finance company" shall have the sarne meaning as assigned to it in

clause (a) of scction 282A of the Companies Ordinanc€, 1984 (XLVU of 1984);

(1iv). "offeror" m€ans any person holding, directly or indircctly, such number ofsecuiities

as may be specified and offe$ such securities for sale to the public or invites any

other person to make subscription for such an oller atrd includes an issuer;

(lv)

(lvi)

0vii)
(lviii)

0i.)

"penalty" meam any regulatory penalty provided under section 90 imposed by the

Commission or its authorized olficer;

"person" includes an individual, a corporate person and afly other entity that has

beeo declared to have a juridical peNonality under any law for the time being io

force;

"specified" means specified regulations made by the Comrnissioo und€! this Act;

'Fofessional cleadng memb€r" means a person, prcviding services for clearing,

settlement and custody for broken and thet cuslomcrs;

"plospcctus" meaos aoy document descriM or issued as a prospecrus and includes

any document, notic€, circular, material, advetisement, offer for sale document,

publication or other invitation offering to Oe public or inviting oflers from the
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public for the subscdption or puchase of any secudties of an issuer, other than

deposits inviled by a banking company, cenificate of investments and cefiificate of

deposits issued by nonbankhg Iinanc€ companies :

(lx) "quotation and tade reporting system" means the operation of facilities that p€mit

the dissemination of price quotations for the purchase and sale of securities and

reports of complclcd transactions in securitiest

(lxD "record" means a.ll documentary, electonic and digital materials created, generated,

sent, communicated, rec-eiv.ed or stored, regardless of physical form or

chamcteristics;

(lxii) "reguiated activity" for the purposes ofthis Act includes the following activities-

(a)

(b)

(c)

(d)

(e)

(0

(e)

(h)

(D

0)
(k)

0)

(m)

balloter;

credil raling agency;

lead manage!;

recognizcd platform operator;

(i) crowd fimding platform;

(ii) decenealized Platform; and

(iiD any other platforEr r€lated to a regulated market as may be notified by

the Commission;

debt securilies trustee;

futues adviser;

firtures broker;

professional clearing member;

securities adviser;

securities broker;

share registrar;

uaderwrite!;

invesunent agent; o!
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(o) any other activity related to a market as may be notified by the Commission:

(lxiii) "regulated person" mesns a person licenced by the Commission under Pan Vl of

this Act to cary oo aDy regulated activity;

(lxiv) "regulatioos" means regulations nade by the Commission under this Act, except

regulations framed by a licensed person in accordance with scction 7 ofthis Acli

(lxv) "!ules" mcans rulcs made by the FedeBl Govemment under this Act;

(lxvi) "securities" includes-

(a) shaies and stock ofa corporate peBon;

(b) any instrument creating or acknowledging indebtedness which is issued or

prcposed to be issued by a corporate person including, in pa culru,

debe[tures, debentue stock, debt secudty, loan stock, bonds, notes,

commercial paper, participation telm ceflilicates and term linance

ce ificates, any instmment of redeemable capital or any other debt

securities ofa corporate p€$orl wheths! coDstituting a charge on the assels

oflhe corporate person or notl

(c) loan stock, bonds, and other instruments creating or acknowledging

indebtedness by or on behalfofa govemment, cenual bank, a local authority

or a public authority;

(.d) modoraba c€difrcates and any other shariah compliant security;

(.e) any right (whether confeued by warrant or otherwise) to subscribe for sha-res

or debt securities;

(f) unils in a oollective investmeDt scheme. including unis in or securities ofa

tlust fund (whether open-ended or closed end);
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(g) any offering or isuance ofsecurity tokens;

(h) the ghts under any depository recaipt in respect of shales, debt securities

and waJrantsj and

(D sny other instruments notified by the Commission to be securities for the

purposes ofthis Act,

but does not include -

(a) futures contracts;

(b) bills ofexchange;

(c) promissory notes; and

(d) certificatesofdeposit;

(a) gives investment advice in coDnection with purchase, sale, exchange or

subscriptioo of securities;

(b) iszues analysis or reports, for the purposes of faailitating the recipients ofthe

aoalysis or reports to mal(e de{isions irr coDnection with purchase, sale,

exchange or subscription of securities;

but does not include -

(I) a banki[g company to the extent ofgovemment securities;

IS
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0D a person who gives such advice or issues such alalyses or repots --

(A) in a newspaper, magazine, book or other publication which is made

generally available to the public, and which does not have as its

principal or only object the provision of advice or the issue of analyses

or reports, c-onceming securities; or

(B) in television broadcast or radio brcadcast lbr reception by the public,

whether on subscription or otherwise; ard

0D any other person excluded to the such extent as may be notified by the

Commission;

(lxviii) "secuities broker" means a trading right entitlemen{ certificate holder or TRI

cenificate holder who, by way ofbusiness, -

(a) makes or offels to make with any person or trduces o! atlempts to induce any

person to enter itlto or to offer to enter into, any agreement for or with a vie$

to buying, selling, exchanging or subscribing for, securitieq or

(t) solicits or acceprs any order for or otherwise hadinS ill, or effects transactions

in, secu ties for clients or on its own account:

(lxix) "sccurities exchange" means a public companythat is licensed by the Commission

under section 4 ofthis Act for establishing and operating a securities market;

(lxx) "securitics markel" means any market or place at which or any service or facility

(whether electronic or otherwise) by means of which, offers or invitations to sell,

purchase or exchange securities are regularly made on a centraiized basis, being

offers or invitations that are intended or may reasonably be expe{ted, to result,

/6



directly or indirectly, in the acceptance or making, respectively, of offers to sell,

purchase or exchange securilies;

(liii). "senior managemcnl olTicer" includes, chiefexecutive oflicer, managing director,

deputy mamging dircctor, chief op€rating officer, chief compliance ofticer ard

chief regulatory officer ot holder of substantially similar positions by whatever

name called and such other officers as may be specified;

(lxxii)'shelfregistralion"meansanarrangementthatallowscompaniestomakemultiple

offers ofsecurities thruugh a single prospectus subject to such cooditions and withio

such time, as may be specified;

(a) has contributed initial capital in a company or has the right to appoint

majodty ofthe directors on the board ofa company dircctly or indirectly;

(b) replaces the person or pe$ons refened to in clause (a) above; or

(c) has control ofa company whether directly or indirectly

(lxxiv) "substantial sha.reholder", in relation to a cgmpany, means a pe$on who has an

intelest in shares of such company -

(a) the nomina.l value ofwhich is not less than ten per cent ofthe issued share

capilal ofthe company; or

(b) which enables the person to exercise or confol the exelcise of not less than

ten per cent the voting power at a general me€tiog of the company;

tv
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(lxxv) "trading righ( entitlement certificate" or "TRE certificate" means a trading righl

entioement cedificate issued pursuant to the Stock Exchanges (CorporatizatiorL

Demutualization and Integration) Act, 2012 (XV of 2012) or the regulatioos of an

exchangel

(lxxvi) "trading right entitlement cldlicato holder" or "TRI certificate holder" or

"Exchangc membe/' means a person to which tadiDg right €ntitlemeff certificate

has been issued by the exchange; and

(lxxvii.l"underwriter" means a person who agrees,-

(a) on a firm commitrnent basis, to puchase n€wly issued securities or

securities offered for salc for the purpose ofpublio rcsale on behalf

of the issuer or offeror or who guarantees to an issuer or offercr thal

tho urcold residue of a public issue or sale will be taken up by such

person or shall be procured by such person to bc so taken up; or

(b) on a best efforts basis, !o act as an underEriter for an issuer or an

offeror.

(2) Any references in this Act to "tradiog in futures contracts" or rdated expressions

shall include,-

(a) making or olIerilg to make with any perso& or inducing or attempting to

induce any person to erlter into or to offer to ontgr into arly agre€ment for or

with a view to purchase or sale ofa futures contract; or

(b) soliciting or accepting any older for, or otherwise dealing ir a futures

contract by a pe$on for its customq or orl its owrl account;
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whether undertaken as a principal or an agent

(3)

include,-

Any references in this Act to "tading io securities" or relaled expressions shall

(a) making or offerirB to make with any person, or inducing or attempting to

induce any person to enter into or to offer to enter into, any agreemenl for

or with a view to the purchase or sale ofa secuity; or

(b) soliciting or accepting aoy order for or otherwis€ trading in a secuity by a

person for its custome! or on its own account,

whether undenaken as a p ncipal or an agent

(4) Unless tl1e context requircs otherwise, the words and expressions used in this Act

bul rrot d€fined herein shall have the same meaning as assig4ed to them under the administered

legislatiou.

PART II
EXCHANGES, CENTRAL DEPOSITORIES AND CLEARING I{OUSES

3. Licensing requirement (1) No person shall establisb or operate or assisl in

establishing or operating or hold himselfout as operating a clearing facility, a depository facility,

a market or an altemative traditrg system, except under and in accordance with a licence granted

by the Commission for such pwpose under section 4.

(2) Any cotrtavention ofprcyisions ofsub-section (1) shall be an offenc€ punishable

under sub-section (l ) of section 89:

- Provided that i[r case ofan entity or percon not registered with the Commission, the matter

may be refened for investigation to any other investigation agency, ifdeemed appropriate.

n



(3) The Commission shall determine the number and places for the establishment of

central depositories, cleari[g houses, futues exchaoges and securitics exchanges:

Provided that a futures exchange which is operating a clearing facilily irl respect of future

contacts based oil commoditigs or {imncial instruments, before the commencement of this Act,

shall be allowed to continue opeBtitrg such facility and be deemed as a clearing house for the

purpose ofthis Act for such period as may be notilied by the Commission.

(4) A lice$ed persoo may rrstluctue its op€rations and fimctions including merging

or transfering one or more functions into another entity or holding company and obtain lic€nses

for multiple activities subject to zuch terms, conditioo and manner as may be determined by the

Commission.

(5) Nothing contained in this section shatt apply to the depositary or clearing and

setlleDent facilities provided by the State Bank of Pakisun, State Banl of Pakistan Banking

Services Corpomtion or any ofthcir subsidiaries, for goverrm€nt securities.

4. Eligibilify lnd grant oflicence. (1)

a licence only if-
A person shall be eligible to apply for

(D it is a public company inc.orporated or is existing under the Cpmpanies Act

2017 (XlX of20l7);

(ii) it has, and maintains at all times, such financial resources as may be

sp€cified:

(iiD its shares are not, held directly or indirectly, by anyone except by a person

or class of lcrsons as specified and the shareholding ofsuch person or class

ofpersons does not exceed the tltresholds as may be specified;
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(iv) its promoters, sponsors, directors, substantial shareholders, senior

managcment oflice$ fulfill tbe fit and proper criteria as may be specified;

and

(v) il satisfies such other conditions as may be specified

(2) A person, eligible for a licence under this section may apply to the Commission

for a licence to undedake any one or more ofthe activities described i[ suEsection (l) ofsection

3 in such form and manner and subject to such terms and conditions and fee as may be specified.

(3) The Commission may, in uriting, subject to such conditioos or restrictions as it

may think fu to impose, grant licence to an applicant to undertake any one or more ofthe activities

described in sub-section (l) of section 3, if the Commission is satisfied that such applicatrt shall

operate in a fair, transpareflt and efhcient manner; manage any risk associated witl its business

aod operations prudently and enforce compliance with its regulations by the peNons subject to

such regulations .

(4)

whether,

In the cxercise of its powe6 to grant licence , the Conmission shall have regard to

(a) the applicant's regulations male satisfactory provision for-

(i) a fair, &ansparent and elficient functioning of the market or

functions, for which it is seeking a licence;

(iil proper rcgulation and supervision of the persons subjecr to irs

regulations;

(iii) appropriate measlrres for the protection of customers;
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("i) any other matte$ as may be specified;

(b) the applicant has sufficient financial, human and system resouces to -

(iv) an equilable disaibution ofthe dues, fees and other charges levied

by the applicant;

matters relating to integdty and conllict of interest ofits omcels and

employees; and

(D establish and operate a faii, tansparent and efficient market or fiuctioo, lbr

which it is seeking a licence;

(i0 meet contingencies or disastErs, including events such as technical

complications occurring with automated systems;

(ii, provide adequate security arangements; and

(iv) for ally other matters as may be specified;

the applicant has made arrangement with respect to the appointment,

rcmoval from office and functions ofthe persons responsible for making or

enfoicing its regulalions, in a mamer to secure a proper balance -

(D b€tween the interests of persons o! classes of persons subject to ils

regulations;

(it) between the interests ofthe applicant, persons or classes of persons

subject to its regulations and the public interest:

(c)



Provided that the aforesaid pemons shall have such

qualifications and satisff such criteria as may be specified; and

(iii) it would not be contar.v to the public ilt€rest to grant a licence to

such applicant.

(5) Subject to the provisions ofthis Act, a licence shall be granred subject to payment

ofsuch annual fee by the licensed person as may be specified.

(6) A licence granted undel this section shall continue to rcmain in force until

suspended or cancelled by the Commission provided that the licensed person,

(a) pays the annual licence fee as may be specified ; and

(b) continues to meet the requircments of section 4

5. Dnties oflicensed persons.-{l) A licensed person shall ensure: -

(a) a fair, transparent and eflicient fiDctiodng ofthe market and functions, for

which it has been licensed;

(b) prudent manageoent ofrisks associated with its business;

(c) market ard product development and take necessary steps for investor

educatio! aod training of regulated peNons and intermediaries; and

(d) compliance with all the rcquirements oflicense issued under this Act

(2) In discharging its duty under subsection (1), a licensed personshall -
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(a) act in the public interesl; :u:rd

O) ensue that the i erest of investor, customer and public at large prcvails

wherc it conflicts with the interest of the seo.rrities exchange, TRE

certificate holde!, shareholders, board of directors and manageme .

(3) A licenscd pe.son shall operate its markets or facilities, as the case may be. in

accordorce with the provisions ofthis Act and its regulations made under section 7.

(4) A licensed person shall prcserve confidcntiality with regard to au information in its

possession conceming any person subject to its regulations, except that such iDformation may be

disclos€d when so requiled under any law for the time being in force, its oun regulations, by the

Commission, by anolher licensed person for pedormance of its functions under its regulations, or

by the Court.

6. Power ofr licensed person to mrke regulations.-( 1) Subject to plior approval

of the Commission, a Iicensed person may make regulations from time to time not inconsi$ent

with the nrles and regulations Famed under sections I I I aad 103 to ca!ry out the fiuctions lbr

\rhich it is liccnsed under section 4-

(2) Without limiting the generality of sub-section (l), the reguiations of a licensed

person may provide for all or any ofthe following maners to the extent that relates to its functions,

namely:-

(a) the constitutiofl. powers and functions ofits goi'eming body ald matters rclating to

disciplining of its di-rectors, officers and functionaries;

(b) risk management syslem and procedures;

(c) disclosure and managemenl of nny conllict of interest by its dircctoN and

employees;
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(d) iltegrity and professional cotrduct ofits employees;

(e) the appointment and functioning ofintemal auditors;

(0 eflective know your customer and customer due diligence policies and procedures

and other matters allcillary to anri.money laundering;

G) fee and charges payable for facilities and services provided by iq

(h) equitable allocation ofthe dues, fees and other charges levied by it;

(D dispute resolution, setdcment ofclaims and comllaint handling;

(j) disciplinary proceedings action including, without limitatioq expulsion,

suspeqsion, restrictions and penalties for any coqtnvention of its regulations;

(k) hearitrg and appeal procedures for complaints, dispute resolution and disciplinary

plocsedings;

(l) compliance by penons subject to its regulations with corporate govemance

practices; and

(m) any othe! matter for which a regulation is requLed to b€ or may be made to carry

out the purposes ofthis Act or carrying on its business.

(3) Without limiting the generality of sub-sectioo (l) and in addition to the mstters

described in sub-section (2), the regulations of an exchange may also provide for all or any of the

following matters, namely:-

(a) listing and delisting ofsecurities and futures contracts;
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(e.)

(1)

(br misaliguneut of itrcentives and conflict ofiDter€st bet$'een a broker, its employees

and its clientsi

G) lhe eligibility, admitbnce and co;rduct ofTRE certificate holder;

liquidation ofthe assets ofbrokers depolited or in contlol ofthe exchalge to sadsry

customer claimsi

terms and conditions urder which secuities and futues contracts may bc traded

iocluding proprietary trading by TRE certifrcate holders;

opentional, informatiofl systeE ard legulatory audit of brokers and the exchange

including the regular assessment of tBding systems as well as the assessmem of

leliability aDd effectiveness of all risk manageme[t atrd coll&ol measues

implemerted by th€ exchange;

(s) mechanism for inspection and provisions relating to audit ar:d compliance of

brokers and other persons subjcct to its rcgulations including cooperation with other

licensed persons for violation of any requirement of this Act or any rules or

regulations made hereunder;

o) effective surveillance, monitoling aod other appropriate measues fot fair trading

and to detect and prevent insider hading and other market abuse practices;

(j) mcasules to prevent manipulation, market ligging and artificial markets in its
market:

0t prevention of the excessiv€ use ofcredit by way of initial or maintenance margin

in respect ofthe purchase or canying ofany securities or futures contncls;

(t) rccording and publishing ofdetails oftrading;

/b
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0) nnancial integrity of brokers such as to Fovide reasonable assuranct that all

obligations out ofthe trading in securities and futule conbacts ol1 the market ofthat

exchange will be met;

(m) brokerage and other charges leviable by brokers;

(n) where a brokcr appea$ to be unable or likely to b€come unable, lo meet its

obligations in respect ofone or more market contracts, to enable action to be taken

to close out its position in relation to all unsettled market contracts to which it is a

party, including facilitation in default proceedings; and

(o) generally for the carrying on the business of the exchange witlr due regard to the

interests and protection ofthe investing public.

(4) Without limiting the gererality of sub-section (l) and in addition to the matteE

described in sub-section (2), the regulations ofa central depository may also provide for all or any

ofthe following matters, namely:-

(a) opeBliooal, idormation system, risk evaluation and regulatory audit ofthe central

depository;

O) mechanism for inspectioo, eDforcement and other punitive actions relating to audit

and compliance of CDS elements including cooperation with other lic.ensed entities

for violation of any requiremeat of this Act or any rules or regulations made

thereunder;

(c) dissemination of information to CDS element, securities exchange, clearirg house,

otlrer entities or intuitions and general pubiic; and
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(d) matters described io section 35 ofthe Ccntral Deposiloies Act, 1997 (Act XIX of

1997).

(5) Without limiting the generality of sub-section (1) and in additioD to the malters

descdbed in sub-section (2), the regutations ofa clearing house may also provide for all or auy of

the following matters, namely:-

(a) registation of or Eansfer of securities and futues contacts;

(b) settlement of transactions involving securities and fututes con acts and prccedure

for satisfaction ofloss or tiability in dle cleadng and settlement system;

(c) guaranteeing to its clearing members the p€rfomance ofmarket conaac6;

(d) setting up a settlement guaEntee fundl

(e) eligibility, admittance and conduct of clearing members;

(0 op€rational, infomation syslem and regulatory audit ofthe cleadng house and its

clearing members;

(g) manner of establishment, maintaidDg and operating clearing accounts with the

clearing house;

(h) establishment and operations of clearing and seftlement system;

mechaoism for inspection and provisions relating to audit and compliance of

clearing members including cooperation with other licensed persons fo! violation

ofany requirement of this Acl or any rules or rcgulations made hereundcr;

(i)
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(i) regulating access to th€ compuler settlement system ofthe cleadng house and the

limits ofsuch access; and

(k) acting as central counter party

(6) The power 10 make, amend or Escind any regu.lations under this section shall be

subject to the condition ofprevious placement ofthe said regulatioN and the rationale thereofon

the website ofthe licensed person for eliciting public opinion thereon for a p€riod ofnot less tba.o

seven days starting from the date ofits placement on the website:

(?) The Commission may direct alicensed persotr to mske any regulation, orto amend

or rescind any regulations already made, in the manner and within the period specified in such

direction.

(8) lvhere the Commission is salisfied that a licensed peNon has not complied with a

dircction issued under sub-section (7) within the period specified therein, the Comrnission may

make, amend or rescind with or without fifther modifications, the regulations specified in such

direction aod the regulations so made, amended or rescinded shall be deemed to have be€n made,

amended or rescinded by the licensed person and shall have effect accordingly.

7. Approval of regulatiors.{1) A licensed person shall submit all proposals to

make, amend or rescind its regulations to the Commission, together with drafl rcgu.lations, their

purpose and likely effect in sufflcient detail. The licensed person shall also provide such funher

information or explanation as may be requir€d by the Coutmissiorr.

' (2) The Commission may approve a proposal and make such modification as de€med

appropriate submitted under subsection ( I ) or any part tbereof.

qa

Provided that, on an application by the licensed p€rson, the Commission may waive the

condition of eliciting public opinion in cases requiring the irnmediate implementation of the

proposed regulations.



(3) The Commission may give its approval subject to such conditions as the

Commission may deem appropriate ard the rcgulatioDs or such part thereof, as the Commission

may specify, shall not take effect unless such conditions arc satisfied.

(4) Subject to the approval o[ the Commission under subsectron (3), a]l such

regulatioos sha.ll be published in rhe official Gazette and shall take effect ftom the date of such

publication or such date as may be specified in the notification.

8. Assista[ce (o the Commissioo.- A licensed person shall provide such

assistance to tle Commission as the Commission may require for the performance ofthe functions

and duties of the Commission, including rhe fumishing of such retums and the provisioo of such

books and other information relating to the business and activities of such person or any other

iDforEration 8s the Commission may require ftom time to time for the proper administration ofthis

Act.

9. Appeal rgrinst order passed by th€ licensed persoD.--{ I ) The CoEmission may,

on its own molion or on art appeal filed by an aggrieved person within such time as may be

presaribed against ary disciplinary action, or oder passed by a licensed person may affrm, modify

or set aside the decision ofthe licensed person after giving an opportunity ofhearingto the licensed

person and the person againsl whom such proceedings were initiated.

(2) Any action tsken by a licensed pemoll under subsection (l) shall be without

prejudice to the power of the Commission to take such firther action as it deems fit in respect of

any breach ofthe laws administered by the Corunissio[

10. Power of the Commission to tlk€ disciplinary actior.- (l) In any case where a

licensed person fails, without a reasonable cause, to initiate disciplinary proceedings for breach of

aay of its regulatiors, the Commission may initiate such disciplinary proceedings and may take

such disciplinary actions as provided in such regulations afler giving an opportunity of hearing to

the licensed pcrson aad the pemon against whom such proceedings are initiated:
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Provided that where the Corrnission is satisficd that delay in taking any disciplinary action

sha.ll b€ detdmental to the interest ofinyestors or the public in general, the Commission may, for

r€asons to be recorded in writing, immediately take,such interim measues at it deems appropdate

till the tLIIe an opportunity of hearing is provided and a final decision is taken within a period of
nol more than thirty days.

@ For the purpose ofany disciplinary proceedings initiated and any discipli[8ry action

to be taken, the Commission shall b€ empoweEd to exercise all powers of the licensed person

under the regulations of such licensed person.

(3) Any action taken by the Commission under this section shall be without prejudice

to the power ofthe Cornmission to take such further action as it deems fit in respect ofany breach

ofthe laws administered by fte Commission.

(a) for ensuring fair, tanspareot and efficient functioning ofthe ma*ets, clearing and

settlement of transactions in securities or futurcs contracts or handling of book-

enay secu ties;

(b) for ensurilg the integrity of, and proper management of systemic risks in the

markets or the activities ofthe licensed persons;

(c) for eruuring a fair and proper govemance structure of the licensed persons; or

(d) in the interest ofthe public or for the proteclion of customers and investors,

issue directions to a licensed person either ofa general or specific nature.

11. Power of the ComrnksioD to issue directions.- (1) The Commission may, ifit
considers it neccssary or expedient -



(2) Without prejudice to the generaliry of subsection (l), any direction issued under that

sub-section ( l) may relale to -

(a) corporate govemance polici€s;

(b) structue of board of dircctors to ensule independcnc-€ and avoidance of conflict of

intcresq

(c) the trading or the termination oftrading on oi though the facilities ofan exchange;

(d) aly securities or futues contracts Iisted or quotcd on an excharge;

(e) llandling ofany book-entry secudties through a central depository system;

(r) fte cleadng and settlement of market contracts and the making of adjustnents of .

contactual obligations arising out of transactions of securities and futurcs

contracls;

(g) the marurbr in which a licensed person carries on i1s blsiness;

(h) risk evaluation and mitigation measures in respect ofaparticular entity, segment or

against fraud, foryeries, and any related matter;

(i) intemal audit. intemal controls and complianc.e;

U) composition and terms of reference of committees, including, audit and

compliance, human resoulces, information technology secudty, and any related

matters;



(k) distribution of dividends, retention and reinvestments of profits towards

developmen! protection of stakeholdets and investing public, insurarce against

risks ard threats, and any related matters;

O suspending CDS elements, cleering mcmbers, brokers;

(m) settlement ofinvestor or custom# claims; or

(n) arly other matter that the Concnission considers necessary for the effective

adminislratisn ofthis Act or rhe rules or regulations made uoder the Act.

12. f,Dergcncy powerc of the Commirsiotr.-{l) Where the Commission has reason

to Hieve or it is recommended by a licensed pe6on, that an emelgency exists or where the

Commission cr$iders it trecessary or expedient in the interest ofthe public or section ofthe public

or for th€ protection of customers, the Corudssion may direct a person licensed under section 4

to lake such action as it considers necessary to maintain or rcstore fair, transparent and efficie

trading in any securities or firttres contmcts, including but not limited to,

(a) liquidation of any position in rcspecl of any securities or futures contractsl

(b) termination oftrading on a markeq

(c) suspension oftrading on a market;

(d) confining fiadiog to liquidatior of positions in securitics or fututps contracts,

dLection to liquidate such positions or part thereofor the reduction in such positions

or fixilg settlement price at which such positioDs are to be liquidated;

(e) limirin'g tsading to a sp€cific price range;

(0 requiring additional deposits or margins for any securities or any transactions;
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(g) modifrcation ol lrading days or hours;

(h) altering conditions ofdelivery or settlement;

(D requiring any person to act in a spocified mannet in relation to tading in any

securities or futues cootracts; and

(i) modification or suspension ofany ofthe regulalions ofa licensed person.

(2) where the Commission suspends tradillg otr a market under clause (c) ofsubs€clion

(1) the suspension shall be for a period not exceeding three months, provided that the Commission

may, if it coosiders it necessary, ext€nd the suspension for onc further pedod not exceeding thre€

months at the expiry of which the Commission shall either notiry the exchange in w ting that the

suspension has expired or pass such orders as it deems appropriate.

(3) \\fterE a licensed person fails to comply with a dircction ofthe Cotnmission under

sub-section (1), within such time as is specified by the Commission, the Commission may take all

ne€essary actions as it deems appropriate including any action under scctions 13, l4 and 78.

(4) [n this section, "cmergency" means -

(a) a[ act of govemment affecting a markeq

(b) any majormarket disturbance which prevents the market from accwately reflecting

the forces ofsupply and demand for securities or futures contracts; or

(c) any other cilcumstances oi pmctice which h the opinion of $e Commission

constitutes an emergency.
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13. Powers ofthe Comnrission to require divestment.- (l) Ifany person direcrly or

hdirectly acquires more than the specified pruportiol of shares ofan exchange, the Commission

may direct such person to divest sharcs held by such person to any other person or ertity wirhin

such time and manner as may be directed by the Commission.

(2) In case of failure of such person to whom direction has been given under sub-

section (l) the Central Depository on instructio[s ofthe Cornmission shall transfer the shares as

per directions of the Commission to such other person or entity and submit a compliance report

for the sam€. Any such transfer sha.ll carry all legal rights and privileges associated with such

transfer of shares notwithstanding anything contained to the contlary in any other law,

Explanation.- For the purpos€s of this s€ction a peEon shall be deemed to have acquircd shares

indirectly ifthese shares have been acquired by an associate ofsuch person.

t4, Power of the ComDissiotr to change EponsorE, remove directorB or other

maragcrial persous from office (l) Where the Commission is satisfied that-

(a) the holding ofoffrce by any chairman, director, chiefexecutive ollicer or any olher

officer ofa licensed pe6on is or ii likely to be detrimental 10 the interesls ofsuch

licensed person, investors or is otherwise undesirable;

(b) in the public interest;

(c) to prevent the affairs ofa licrnsed pelsoD being conducted in a manner deEimental

to the intercsl of a market, investoN or in a manner prejudicial to the interests of

such licensed person;

(d) for one or more reasons mentioned in subsection (1) ofsection l3l or

(e) to secure the proper management ofa licensed pe6on,
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it is necessary so to do, the Commission may by order,-

(D rcmove ftom olfice, with effect from such dale as may be specilied in the oider,

any chairman, director, chief executive officer or any ofier office! of a licensed

' pelson; or

0l) .equire divestrnent of shares hcld by any person to any olher petson or entity within

such time and manner as may be dilected by the Commission.

(2) No order under sub-section (l) shall be made without giving an opporturfty of

hearing to such chairman, director, chiefexecutive omcer or other olficer of a licensed person:

Provided that if, in the opinion ofthe Commissio!, any delay would be detlimental to the

public intercst, the interest ofthe lic€ns€d person or investon, the Cornmission may, for reasons

to bc recordcd in writing, at the time of giving the opportunity aforesaid or at any time thereafter

and pendilg the consideration of the matter, by orde! dircct that:

(a) such chairman, director, chiefexecutive offc-er or other officer shall not, with effect

fior! the da& ofthe order,-

(D act as such chairman, director, chiefexecutive omc€r or other office! of the

licensed persoo; and

(iD in any way, whether directly or indirectly, be coocemed with, or take part

in the management ofthe licensed person; and

(b) any person authorized by the Commission in this behalfshall act as such chairman

or director or chiefexecutive ofthe lic€nsed person.-

(3) Where any order under sub-section (1) is made in respect ofa Chairman, ditector.

chiefexecutive officer or other oIficer of a licensed person, he shall cease to be a chairman ot, as

the case may be, a dircctor, chief executive or other officer ofthe licensed person and shall not in
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any way, whether directly or indi-rectly, be concerned with, or take part in, th€ maBagement of such

liceDsed person or any other licensed person for such grcriod not exceeding three years as may be

specified in the order.

(4) Aoy person appointed as chairmaD or dtector or chiefexecutive under sub-section

(2) shail-

(a) hold offrce during the pleasure of the Commission subject to such conditions as may be

specified in the order of his appointment and subject thereto, for such period, not

exceeding three years as the Commission may specifo; and

(b) not incur any obligation or liability for anyhing which is done or interded to be done in

his capacity as such chairman, director, chiefexecutive officer or other oflicer.

(5) No person removed from office under suLsection (l) shall be ertitled to claim ary

compensation for the loss or terrnination of oflic€.

15.

pe!'son.-

Power of the Commission to supersede board of directorE of s lic€lrsed

(l) where the Commission is satisfied that -

(a) rhe holding of office by the board ofdirectors ofa licensed person is or is likely to

be detrimental to the interests of such licensed person, investors or is otherwise

undesirable; or

(b) for one or more reasons mentioned in subsection ( l) ofsection l4;

it is necessary so to do, the Commission may by order, supersede the board of directors of a

licersed pe6on with €ffect from such date and for such period as may be specified il the order.
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(2) The period of superscssion speoified in an order undcr sub-section (1) may from

time to time be extelded by the Commission so, however, thal the total period of supersession

does not exceed three years.

(3) All powers and duties of the boad of dircctors shall, during thc p€riod of

supersession, be exercised and performed by such person as th€ Commission may ftom time to

time appoirt h this b€half.

(4) The provisioDs of suus€ctions (2), (3), (4) and (5) of section 14 shall, mutotis

,nutandis, apply to a\ older made under sub-section (1) or sub section (3).

16. Power of the Comnhsiotr to rppoint lpecial eudilon.- (l) Where the

Commission is satisfied that it is in the public interest to do so, it may appoint an audito. for special

audit, at thc expense of a lic€nscd person, to examine, audit aJd report, either geneaally or io

relation to any matter, on the books, accounts and records of such licensed person.

(2) The Com-mission may appoint special auditors to conduct an operational and

regulatory compliance audit of a liccns€d pcrson.

(3) The repon by the special auditors shall be in such manner as may be specified.

17. Accourts snd annual report.-(l) The Commission rnay, in addition to or in

modification ofthe requirements under the Companies Act,20l7 (Act XIX of2017), requirc a

licensed person to include such information, particula$ and reports irr its Iimncial statements as

may be specified.

(2) The Commission may require a licenscd person to submit periodical reports to the

Cornmissioo cootaini$g such inlbrmatiol, palticulars and reports and to be submitted within such

time as may be specified.

I'ART III
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LISTING

18. Modes of listirg of securitiB. - Securities may be listed on a securities

exchang€ itt any of the follo\ding modes-

(a) public offer by an issuer by way ofissuance ofnew securilies;

(b) public offer by the holders ofcxisting securities ofan issuel

(c) admission ofsecurities for trading by way ofdirect listing, provided, such securities

and the issuer thereof sati sfy the conditions specified for direct listiltg;

(d) admission of securities for trading by way of an exempt offer, provided, such

securlties and the issuer thereof satisfu the conditions specified for exempt offers;

and

(e) any other mode as may be specified.

19. Listiog, delistitrg or suspension of securities.-{l ) The Commission may on is
own motion in the intercst ofthe investors or general public or an issuer that wishes to have its

secudties listed on a securities exchange shall submit an application in such form, manner and

accompanied by such information and documens as may be specified by securities exchange.

(2) Upon Eceipt ofan application under sub-section (1), the s€curities exchange may,

ifit is satisfied alier making such inquiry as it may consider necessary that the applicant fulfils the

condilions specified by securilies exchange and the Commission in this behalf, list the secwities

for tading oo the securities exchange.

(3) Where a securities exchange refuses to list any secu ties, the Commission may,

eithEr on its own motion or on application made to it by the applicant within the spe.ified lime,

direct the securities exchange to list such secudlies.
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(4) Where, aller the listing of securities, thc Commission or the securities exchange

finds lhal thc application was deficietrt in aDy material respect ot that the issuer has failed ro

comply with any specified requirement and that the coltinued listing of the securities would not

b€ in the public interest, the Commission or the securilies exchaoge, as the case may be, may by

order, either require the issuer to correct the deficiency or comply with the specified requirement

within the time specified or failure to comply with such direction, the Commission may take any

disciplinary aclion including revocation ofthe listing of such issuer.

(5) Ar issuer rDay apply to the securities exchaoge for delisting of its listed secuities

and the sccurities exchange may allow sucb delisting on such conditions as appear necessary or

appropriate for the protection ofthe holders for such listcd securities.

(6) wherc a securities exchange refuscs to dclist an issuer's securities, the Commission

may, on a application made to it by the issuer within the specilied time, direct the secudties

exchalge to dclist such securities on such conditions as may be necessaiy or appropriate for the

protection ofthe holde$ for such listed securities.

(7) The Commission or a securities exchangc may, ifit considers it to be in the interest

ofan orderly market or in the public intercst so to do, for reasons to be recorded, suspend for a

peliod not exceedinS sixty days the trading of any listed securities and may, ftom time to time, for

stated reasons and in the said manner extend tbe suspension for such fudher periods as it deems

appropriate.

(8) No application for the listing or delisting of securities shall be refi$ed Dor listurg

ofany sccurities shall be revoked without firs giving thc issuer an opporrunity ofheadng.

20. Listing of securities of ! securities exchrnge.- (l) The securities of a securities

exchange rna1, be self-listed on securities exchange vr'ith the prior written approval of the

Commission.
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(2) Notwithstatrding anythilg contained in any otherprovisions ofthis Acl or aly other

law for the time being in forc€, \rtere the securiries of a securities exchaDge are listed on such

secudties exchange, the Commission, shall exercise all the powers of such secur.ities exchange

under this Acl, any rules and regulations made under this Act and the regulations ofsuch se.curities

exchange in so far as the sarne relate to such listing and the condud ofthe securities exchange as

a listed issuer.

(3) The selfJisting ofthe securities exchanges under this section shall be administered

and regulated by the Commission in such manner as may be specified.

21, CoDrpulsory listitrg.-Where the Commission, having regad to the nature of, and

the dealings in, a company's securities, is of the opinion that it is necessary or exp€dient in th6

public irterest so to do, it may, after consulting the securities exchange and giving the company

an opportunity ofbeing heard, direct the securities exchange to list the company's securities.

PART IV

FUTURES CON.TRACTS

22, Futures coDtrrcts to be rpproved by Commission,- (l) No exchange shall offer

for tading a futures contact on the futures market established or operated by such exchange

without the Commission's approval for offering to trade in such futues cotrtacts.

(2) The Commission may gnnt approval for the tradiog of a futures con&act or a class

or a category of firtures contract on the fut$es market established or operated by alr exchange

and subject to such conditions or resrictions as the Cornmission may consider fit:

Prcvided that in the case ofapproval of a futures contlact based on-

(a) securities issued by the GovernDent ofPakistan;
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(b) secudties denominakd in currency other than Pakistani currency and

settled in currency other than Pakistani cunency;

(c) exchange tate and settled in currency other than Pakistani currency; o!

(d) interest rate and settled in currency otier than Pakistani curency,

the Commission shall coDsult the State Bank ofPakistan:

Provided further that in the case of approval of a futues contract whe.re the underlying

commodity is an essentiai food item, the Commission shall consult the relevant provincial

goverulent.

(3) The Commission may, by notice in wdting serued on the exchange, withdraw its

approvalgivenundersub-section(l)totradeafuturescontBctwitheffectfromthedatespecifled.

in the notice, where-

(a) the exchange fails to comply with a condition or restriction imposed under

sub-section (2); or

(b) the Commission considers that it would b€ conEary to the interests of the

investing public to p€rmit trading in that futures contact to continue.

(4) The Commission shall not withdraw its approval unde! subsection (3)

without first giving the exchange an opportuoity of being heard.

PART V

PRIORITY OF DEFAULT PROCEEDINGS

23. lnterpretation.i l) ln this Pan -
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(a) "defaulter" means a clearing member who is the subject ofany default proceedings;

(b) "malket charge" means a charge, whether fixed or floating, created in favour ofa
clearing house -

(i) over any property which is held by or deposiM with the clearing

house; and

(ii) for the purpose ofsecuring liabilities arising directly in connection

with the clearing house ensudng the settlement ofa market coltract; and

(c) "market collateral" includes cash or any other specified form ofcollateral which is

held by or deposited with a clearing house lbr the purpose of securing liabilities

arising directly in connection with the clearing house ensuring the settlement of a

market contract.

(2) Where a charge is created partly for the purpose specified itr the definition of

"markel charge" irl sub-section (1) and pady for other purposes, the charge is in this Part a market

charye in so far as it has eIlect for such specificd purpose.

(3) Srhere any collateral is granted panly for the purpose specified in the definition of

"market collateral" ifl sub-section (1) and partly for other purposes, the collateral is in this Pan

market collateral in so far it has been provided for such specified purpose.

(4) References in this Part to the law on insolvency include references to the relevant

provision made by or ulder -

(a) the Companies Act,20l7 (XlX of20l7); ard
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(b) any other enactment which is concemed with or in aoy way related to the

insolvency, rehabilitation, reorganisation, administation, restuctudng, winding-

up or dissolution ofa person.

(5) References in this Part to seltlement in relation to a market contracl a.e to the

dischalge ofthe rights and liabilities ofthe parties to a market contract, whether by p€rfomance,

netting-off, compromise or otherwise.

24. Default proceedings to trke precedence over larrys of insolvency. - (1) The

following shall be valid and enforceable in terms thereof not\r'ithstading anythilg to the contrdry

in any law on insolv€ncy or any other law Ibr the time being in force and the validity or

enforceability thereof shall not be adversely affected in any marner on the grcund of inooNistemy

with the law on insolvency or winding up or upon the appointrneot of an o{ficial liquidator.

administrator, manager, receiver or aoy other officer with similar powers over any of the assets of

a person:

(a) a market contiacti

(b) the regulations ofa clearing house or a centr"al depository relatitrg to the settlement

of a market contract;

(c) any proceedings or other action taken undcr the regulations ofa clearing house or

a central depository relating to the settlement ofa marker contsact;

(d) a market charge;

(c) the default rcgulations ofa clearing house and any consequential or relaled actioff

by a central depository; or

(0 any default proceedings.
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(2) No person, nor a court acting under the laws ofinsolvency, may exercise any power

to prcYent, d€lay or interfere with:

(a) the senlement ofa markel contact in accordance with the regulations ofa clearing

house and a central depository; or

(b) any default proccedings by a clearing house and any consequential or related

actions by a c€ntral depository.

25. Duty to report oD completion ofdefault proceediDgs. -A clearing house shall,

upon completioo of any default proceedings, prepare a report on such proceedings i[ such form

and containing such particula$ and information as may be specified including the net sum, ifany,

certified by the clearing house 10 be payable by or 10 the defaulter. Such report may be published

and copies ofthe same be made available, in such manner as may be specified.

26. Net sum paysblo otr coDrplction of default proceedings. Where an ord€I fot

rcceivership or winding up has been made or a resolutio[ for voluntary winding up has been

passed, any net sum certilied in th€ report preparcd by a clearing house under section 25 shall be-

(a) provable in lhe bankruptcy or winding up by production of a certificate of the

clearilg hous€ as to the amourt ofthe net sum payable by the defaulter signed by

the chiefexecutive oEicer or any omcer of the clearing house authorised by him in

this behalf; and

(b) taken into account for the purpose ofany law relating 10 s€t-olf

27. Dischimer of property, relcission of conlracts' etc. - (l) Section 392 of the

Companies Act, 2017 (xX of20l7) shall oot apply in rclatior to-

(a) a market contmct; or
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(b) a contract effccted by a clearing house for the pupose of realizing propeny

provided as market collaleral; or

(c) a market charge; or

(d) any default proccedings

(2) Sectio! 391 ofthe Companies Act, 2017 (XIX of20l7) shall rot apply to any 8ct,

matter or thing which has been done pu$uant to-

(a) a malkel contract; or

(b) a disposition ofproperty pulsuant to a msrket aonlract; or

(c) the provision of market collatelal; or

(d) a conract effected by a clearing house for the purpose oflealizing propertv

provided as market collateral or any disposal ofprop€(y pursuant to such a

contract; or

(c) a disposal of property i[ accardance with lhe rcgulations of a clealing house as to

the application of property provided as market collatelal; or

a disposal ofpropefiy as a result olwhich the property becomes subjgct to a mark€t

chaJge or any transactio[ pursuant to which that disposal is made; or

a disposal of plol,erty made in enlorcing a market chargel or

a market charge; or

(f)

(s)

o)

(D any default proceedings.
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28. Enforcement ofjudgDents over property subject to market charge, etc. - (1)

Notwithstanding anything contained in any other law for the time being in force, where Foperty
is subject to a markct charge or has becn provided as market collateral, no execution or other legal

process for the enforcement of a judgmenl or order may be commenced or continued, atrd IIo

distress may be levied, against the property by a pe$on, except where such person is seeking to

eoforce any ownership interest iD or security over such property, without the consent ofthe clearing

house concemed.

(2) Wlcre by virtue ofthis s€ction a person would not be entided to enforce ajudgnrent

or order against aDy property, any iljunction, attachment or other remedy granted for the

cnforcement of any such judgmeol or order or to facililate such enforcement, shall not extetrd to

that Property.

29. Clearitrg D€mber" to be party to transrctions as principal. - Where for the

purposes of fulfilling clearing and settlement obligation or rnargin call or mark-to-market loss or

any other obligation, whatsoever, a clearing member enters into any transaction or contract v,ith a

clearing house, irrespective of its natue, including but not limited to a market contact, in the

capacity as a principal or agent, notwithstanding anyhing contained ia any other [aw, Iule or

regulation, in such transaction or contract the clearing member shall al*nys be deemed to be a

principal aod shall make payment or delivery or perform any other obligations in connection with

such transaction or contract, , as the case may be, to the clearing house.

30. Property d€positedwitt clearing house.- (l) Subject to sub-section (2), where

any property is deposited as a market collateral by a clearing member wiu a clearing house in

accordance with the regulations of such clealing house, lhen, dotwithstanding any other law or

rules or regulations for the time being in force, no action, claim or demand, either civil or criminal,

in respect of any right, title or interest in such property held or enjoyed by any person shall lie or

shall be commenced or allowed, against such propefiy or the clearing house or its nominees.
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A) The operation of sub-section (l) in respect of any propefty deposited as market

oollateral with a clearing house is subject to aDy modifications and exclusions provided in the

rcgulatioos of fie cleadng house.

31. PrBervstion of rights, etc. - Excepi to the extent that they expressly provide,

thc povisions ofthis Part shall not opeBte to limil, restlict or otherwise affect:

(a) any right, title, intercst, privilege, obligation or liability ofa person; and

o) any investigation, legal proceeding or remedy in respect of any such ,ight, title,

imercst" privilege. obligation or liability.

PART VI

REGULATED ACTIVITIES

32. Licensing requirement.- (1) No pelson shall carry on any regulated activit)'or

activities or purport to do so, unless such person is liceosed by the Commission under this Act arld

operates in accordance with such licence and any violation ofthis sub section shall be an offence

punishable under sub section ( 1) of section 89:

Provided that in case of an entity or percon not registered wilh the Colnmission, the matter

may be referred for inv€stigatioa to any other investigation agency, if deemed appropriate.

(2) A licence granted under this Act shall specify lhe rcgulated activity or activities

that the rcgulated person is permitted to undenake and such person shall not carry on any other

regula&d activity except for the regulated activity or activities specified in its licence and such

other activity as may be pemitted by the Commission.

(3) The Conudssion may, by notification in the official Gazette, exempt any financial

institution or class of financial institutions fiom the operation of sub-sectiol (l) subject to such

terms and conditions as may be specified.
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Etplandtion.- Fot 'tljle purposes of this subsection the exprcssion "financial institution"

shall have the same meaning as delined under clause (3 I ) of subsecdon ( I ) of soction 2 of the

Companies Act. 2017 (XfX of20l7).

(4) The Commission may, by aotification in the ofiicial Gazette, excmpt any reSulated

activity from the opemtion of sub-section (l) subject to such tems and conditions as may be

specified.

33, Eligibility for liccnsing.-{l) A licence in respect of a regulated acrivity shall,

subject to satisfaction ofsuch conditions as may be specified by the Commission, only be granted

to a public or private company except that-

(") in the case of a futurcs adviser or a securities adviser, a licence may be also granted

to an individual; and

(b) in the case of a lead manager, any entity licensed or registered by Institute of

Chafiered Accounting Pakistan.

(2) A regulated person that is licensed to indulge in a regulated activity sha.[ be

reshicted to undertake only that activity exclusively:

Provided that the Commissiol may allow such regulated person to engage in any other

acrivity

(3) In the case of a banking company, a licence rmder lhis PaIt, except a liceDc€ for

underwriting or any other regulated activily as may be specified, shall be gr"anted ody lo a

subsidiary of a bankiug company for such purpose and such subsidiary shall be exclusively

engaged iD regdated activities specified in is licence or such other activity as may be permitted

by the Cornmission.
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' 34. Applicetion for liceoce.- An application for a licence under this Pan shall be

made to the Commission in such form and shall be accompanied by such documents and fee as

may be specilied.

35.' Grant of licerce.il) The Commission rnay, on an application duly made in

accorda[ce with section 34, glant the licencc subjecl to such cooditions or r€strictioos as jt

conside$ necessary, ifthe Commission is satisfied that the applicsnt satisfics such conditions as

may be speciEed.

(2) A licence $anted under this section shall continue to remain in force util
suspended or canc€lled by the Commission:

Provided &at the licensee shall-

(i) pay the specified amual fee; and

(iD continues to meet the rcquirements ofthis Act and rules and regulations

made hereunder.

36. Power of the ComEissiotr to issue directions to regulated persons.- (l) The

Commission may give such directions in writi[g to a regulated person as the Commission deems

appropriate, where it appears to the Commission that -

(a) it is desirable for the protection ofpublic interest or customers ofsuch regulated

Pe6On; Or

(b) the regulated person is contravelling, has contravened or is Iikely to contravene

any provision ofthis Act, any rule or any rcgulation made under this Act or has

fumished the Commission with information fiat is false or misleading.
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@ Withoutprejudice to the generality ofsuLsection (l), aoy dircction issued rnder

that sub-secion may include -

(a) requile a regulated person lo cease and desist from the contravention or rediry a

contravention within such time as may be specified in such direction;

(b) pohibit a regulatcd person ftom carrying on business or activity in a manner as

may be specified in such directioD or otherwise than in a specified manner; and

(c) require a regulated peison to maintain in Pakistan assets of such value as may be

specified in such directio[ or lo tramfer coDtrol of any assets to a uustee or

custodiatr approved by the Commission.

(3) A direction under this section shall be for such period as the Commission may

specify which period may be extended by the Commission as consideled necessa.ry by it.

(4) The Commission may, either of its own motion or on the application of an

aggrieved perso4 rescind or vary such direction as it may deem fit.

37. List of regulsted pcrsoDs.-The Commission shall maintain a list of regulated

persons in sucb form and manner and contailing such particulars as the Commission may deem

appropriate.

38. Standards of conduct.- In the conduct of regulated activities, a regulated person

shall ar all times act according 1o the principles of best practices and shall conduct itself in

accordanc€ with such standards of conduct as may be specified, including but not limited to the

following:

(a) seek fiom customers information 6bout their circumstances and iovestrnent objectives;

PART VU

CONDUCT OF REGULATED ACTI}'ITIES
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39. Issue of contrrct rotes.- A regulated person shall, in respect of eveD' market

conbact eotrred into by him, whether as plincipal or agent" make out a conbart note in such a

mamer as may be specified.

40. Short selling,- Except as may be permifted in the regulatioN frarred by arl

exchange, a peNon shall not sell any listed securities that he or his p.incipal does not o\4! either

for his own account or for the account ofanother person.

41. Custom€r sssets.- A regulated person shall-

(r) trcat and deal with all customer assets received by him liom a customer in lespect

ofany rcgulated activity as belonging to that custotrer;

(br account for in a separate tust account, designated or evidenced as such, for all the

customer assets received Aom the customer or accruing to the customer pursuant

to clause (a): and

(c) not commingle those customer assets with the assets ofthe regulated person.

O) tqke steps to give public information to every customer which will enable thc customcr

to make a balanced and inlormed investment decision;

(c) adopt practices to avoid any conflict of inlerest with customers and where such a

. conflicl unayoidably arises. ensure fair treatment to the customer by complcte

disclosure; and

(d) hove odequate arralgemeots to ensure that all sttfTemployed are suitable, adequately

fain€d and properly supervised, together with well-defined compliance procedures.
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42. Credit, finrncing, charging of interest, mark-up or prolit or etc.- No Persofl

shall, except as may be permitted in accordance with regu.lations mad€ under this Acl, directly or

indirectly-

(a) extend or maintain credir, or arrange for the extension or maint€naDce ofqedit, to

or for any person for the purpose ofpurchasiog or carrying any security; or

(b) exteod or arange for the extensiol of fimnce to or for any person for the pupose

ofpurchasing or carrying any security; or

(.) charge aoy interest, mark-up or profit or any otber form ofretum by whatever name

called, including by way of eahanced charges in commission or tariff stuctue,

from any person.

43. Deposit Takirg.- A rcgulated person shall not accept any moncy, deposit or

bonowing by whatsoever name called and in whatsoever manner fiom any person including an

individual or any segreut of public i[cludio&its dtectors, sponsors and major shareholden except

to such extent as may be specilied.

PART VIII
ACCOUNTS, CAPITAL REQUIREMENTS AND AUDIT

44. Accounts atrd records to be kept.- (l) Every regulated person -

(a) which is a company, shall keep such accounting aDd other records as

rcquired by tbe Companies Act, 2017 (XD( of 2017);

(b) which is not a company, shall keep such accounting and other records which

shall sulficiently explain the transactions and financial position of all

business relatiag to his licence and enable aue and fair financial statements



10 be Feparcd from time to time and shall keep those recsrds in such

manner arrd form as may be specified.

(2) without limiting the generality of suLsection (1), each regulated person shall

maintair such additional accounts and other records as may be specified.

(3) Tha accounting and other records required to be maintained under this section shall

be preserved by the regulated pe.son for a period ofnot less than ten yeals from the date on which

they are made and shall at all reasonable times be open to inspection by the CommissioD or by any

peBon appointed by the Commission.

45. Auditor to be rppoitrted.- ( I ) A regulated pelson shall appoint an auditor in the

manner as may be specified to perform the functions iequired ofan auditor of a regulated person

under oi pursuant to the provisions of this Acl alrd the regulations made by the Commissioos

hereunder.

(2) A regulated person shall-

G) for the first financial year liom the day on which he commences to carry on

a regulat€d activityi and

(b) for each subsequent financial year,

prepare financial statements, a balance sheet and a cash flow statement made up to the last day of

the finarcial year which shall show a tue ard fair view, contaid information as may be specified,

and shall lodge those documents with the Commissioo lot later than four months after the end of

tlle financial year, togethe! with an auditor's report which shall express opinions on such matten

as may also be specified.

(3) Ir addition to anyhing contained in the Companies Act, 2017 (xIX of 2017), a

regulated person shall also submit financial statements at such intervals, form and manner

including such disclosures, reports and additional statements as ma1,be specified.
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46. Auditor ao report to the Commission in certrin c8ses.- If,

performance ofhis duties as auditor for a regulated person, an auditor-
during the

(a) becomes a*are of any matter which io his opinion advercely aJlects the finaocial

or regulatory position ofthe rcgulated peNon to a material eKent; or

(b) discoven €vidence of a contavention of any financial resouces regulations,

regulations relating to customels' assets or with section il4, he shall prcmptly report

it in writing to the Commission ard to the rcgulated person:

Provided that if the audiror fails to comply with any of thc requir€ments

stipulated in this section, ihe Commission mar after giving opportunity ofhearing,

debar or impose such rest ctioN as de€med fit, with regard to carrying out audit of

any entity regulated by the Commission wiicb shall be wilhout plejudice to any

other action or imposition ofpenalty as provided under this act or any adorinistered

legislation.

47. Powei of the Commission to sppoint auditor for special audit.- Where the

Commissiol is satisfied that it is in the interest ofa r€gulated person, his cusomen or the investors

or general public to do so, it may appoint in uriting an auditor to coEduct sp€cial audit, at the

expense ofthe regulated person, to examhe, audit aIId rcport, either generally or in relation to any

matter, on tbe books, accounts and record of the regulated pe$on and on money, securities or other

Foperty held on account of any othe! person by the rcgulated pelson or by a nominee appointed

by the regulated person, if-

(a) the regulated person has failed to lodge audited accounts with the Commission

unde! sub-sectio! (2) section 45; or

(b) tle Commission bas received a rcpon ofaudit under section 46; or
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(.)

(a)

the Commission has reason to believe that the regulated person has failed to comply

with any financial resources reguladons, regulations rclating to customers' assets

or with section 44.

PART IX
PIIRI,IC OF'FERS OB' SECUR]TIES

48. Ofier of securities. - (l) No person sha.ll offer any securities to public for

subscription or sale udess-

(b)

(c)

a prospectus has be€n registered with the Commission and securities exchange tn

such form and nranncr as may be specified;

it meets the condilions for public offering ofsecurities as may be specified;

lh€ offer is made in accordance with this Act, any rules made under this Act and

any regulations made by the Commission under lhis Act,

(2) It is the principal responsibility ofthe issuer to ensure that prospectus contains all

such information that investors and their professional advisers r.r'ould reasonably require. and

reasonably expect to find in the prospectus, for the purpose ofmaking an informed ass€ssment and

the conlents arc not misstated or concealed.

(3) Sub-section (l) shall Dot apply 10-

(a) Govemment debt securities and secorities offered bv the State BaJ* of ..
Pakistan;

(b) the securities that are offered by the issuer-

O to issue firther capital under section 83 ofthe Companies Act, 2017

(XIX of 2017) either through right issue or other than right oot

involving public offer; or
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(ii) by way of employee stock options whereby securities are issued to

the employees of the issuer or the family membets of such

employces;

(c) securities issued by a collective investneot scheme or voluntary pension

scheme or real estate investment rust scheme which has been approved by

the Commission.

(d) issuance of securities ulder exempt offerirg framework specified by the

Commission.

(4) No suit, prosecution ofany other legal proceedings or action in damages shall lie

against the Cornmission, Chairman, Cornmissioner and employees for any misleadilg, inconect,

untue or deceptive statem€nt in the prospectus.

(5) A persol who, in connection with a public offer of securities, makes a false or

fictitious application, commits an offence punishable under sub-section (l) ofsection 89.

49. Issuance, circulation and publication of prospectus. - (l ) No person shall issue,

circulate or publish a prospectus! unless it contairN al least the infomration and rcports as may be

specified and subject to such conditions or restrictions as the Commission considers necessary.

(2) The offeror shall publish the plospectus in such form and manner and within such

time period as may be specified.

(3) An issuer shall no! at any time, var)'the principle pupose ofthe issue disclosed in

the prospectus, except in exceptional circumstarces and subject to approval of shareholdels though

special resolution in such form and manner as may be specified.

(4) The issuer or offeror can offer securitics to the public through shelf registration

Provided that it me€ts the conditioas and requirements as tBay be sp€cified.

process
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(5) No person shall make a misleading, incanect, untrue or deceptive statement in

prospectus and olher document relating to public oller and violation ofthis suFsection shall be an

offence punisbable uader sub-section (l) ofsection 89.

50. Issue of securities outside l'akistan. No company shall, except with the prior

approval ofthe Commission, make a public offer or list any ofits secudties outside Palistan.

PART X

POST ISSUE REQIJ'IRMENTS

51. Disclosure of price sensitive informatioD.- ( I ) Except as provided in sub-sectior

(3), a listed issuer shall disclosc to the public forthwith any price sensitive infomation relating to

the issueror its subsidiaries which has come to the issuer's knowledge and which would be material

to a.n investor's inveshnent decision, including information that-

(a) is nec.essary to enable the public to appraise the position of the issuer and is
subsidiaries;

(b) is necessary to avoid the creation or continuatioo ofa lalse market in the securities

ofthe issuer; or

(") might reasonably be expected to materially affecl the markel activity and the price

of its secuities.

Explanotion. -Fot lhe purpose ofclause (b) above, a false market is created or continued iftrading

in relevant securities is carri€d oo in thc absence ofdisclosure ofthe price sensitive information or

where complete disclosure is not made.

(2) Disclosure required pursualt to sub-section ( I ) shall be made by notifying the price

sensitivc inlomation to the exchange on which such security is listed and in such other maIlllei as
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may be specificd and upon rec€ipt of such bformation the exchange shall disseminate such

ilformation itr accordance with its regulations-

(3) A listed issuer may delay the public disclosue ofprice sensitive info.nation such

as noi to prejudice its legitimate inlerests, provided ihat-

(a) such delay would not be likely to mislead public investors;

O) any person receivingthe information owes the listed issuer a duty ofcorfldentiality,

regardless ofwhether such duty is based on law, regulations, articles ofassociation

or a contract; and

(c) the listed issuer is able to enswe the confidentiality ofthat information.

(4) [n the event that a listed issuer is also traded or listed on a foreign market or

exchange, such listed issuer shall ensure that wherc infonBation is rcleased to those markets the

same information is released io Pakistan simultaneouslv.

52, Notilication of required disclosure by the Commission or a securities

excha[ge.--{1) A listed issuer shall respond promptly upon being info.med by the Commission

or a securities exchange that there is unusual movement in the price or volume of its listed

securities by promptly disclosing to the public-

(a) details of any matter or dcvelopment of which it is aware that is or may be relevant

to such unusual movemenl, or

(b) a statement of the fact if it is not aware of any such matter or development.

- (2) If any news is published in the print or electronic media in Esl,ect of a listed issuer

which may prima facie affect the opinion of investor or public at laqe, such listed issuer shall

promptly respond to such news in ttre same manner as provided in sub-section (l).
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(3) Without limiting thc general effect or plovisions of this Part, listed issu€rs shall

also comply with such funher reporting obligations aIrd rcquirements as may be speci.fied.

53; Poryer of the Commission to require productioa of rccords aDd document!

coDceroing lilted fusuers.-{1) Where it app€a$ to the Commission that there arE circumstances

suggesting that -

(e) the busincss ofa llsted issuer has been or is being conducted -

(i) wilh inent to defraud its creditors or the crediton of another person or any

other person; or

(iD for a fraudulent or unla*ful pqpose; or

(iii) ia a ma.nner that adversely effects its shareholders or the holders ofits listed

securities; or

(b) the securities were listed for a frauduleirt or unlawlhl purpose; or

(c) the percons conc€med with the listing of securities or the management of alfai$ of

a listed issuer have in relation to tie listing or management been guilty of fiaud,

misfcssance or other misc-onduct towards it, its shareholders or the holde$ of its

listed s€curides; or

(d) the shareholders or holders oflisted securities ofa Iis&d jssuer havc not been gil'en

all the information wilh respect to its affairs that they might reasonably expect; or

(e) where it appears to the Commission that it is inthe intercst ofthe iovestors or public

interest,-
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lhe Commissiofl may give dircations -

(D to the dircctors or management ofthe listed issuer; or

(iD to a subsidiary or an associated company ofthe listed issuer; or

(iiO to a listed issuer or listed issue$ that own or cortol, either irdividually or

colle€tively, a majority shareholding ofa listed issuer or bave the power to

' place a majority ofdtectors on the board ofa listed issuer-

requiring it, at the time and place specified in the dire€tions, to produce the records and

documetrts sp€cified in such direction.

(2) The Commission may, utrcn acting rmder suLsection (l), authorize a person, on

producing, if required to do so, evidence ofhis autho ty, to require a listed issuer referred to in

sub-s€ction (l) to producc to him records and documents specilied by him.

(3) The Commission or authorized person may require production of records and

documents from a listed issuer under this section. The Commission or autholized pe$ol may also

require production ofthose records and documents from a person who appears to the CommissioD

or authorized pemon to be in possession of such records.

(4) The power under this section to requte a listed issuer or other person to produce

records and documents includes the power-

(a) ifthe records and documents are produced-

(j) to take copics of them or extracls from them; and
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(ii) to requiro that p€rson or any other peNoD who is a plesent o! past officer of

the listed issuer or is or was aI any time employed by the listed issuer, to

provide an explanation ofany ofthem; or

(b) ifthe person required to produce lhe records is unable to do so for the reason that

the records are not accessible to him, then require such person to identify the place

o! person to the best ofhis knowledge and belief, whete or with whom such recotds

and documents are available.

54, Rettredy itr crees of uDflir prejudice by listed issuers.- (1) If it app€a$ to the

Commission ftom any information, record or other document obtained under this Act or the ruies

or rcgulations made under this Act or any othq administered legislatioru that the affairs ofa listed

issuer are being or has been conducted in a manner unfairl;r prejudicial to the interesls ofsome or

all of its shareholders, the Commission may make an applicatioD to the Coud for an order uodcr

this section.

(2) lfon an application under this section, the Court is ofthe opinion that the listed

issue!'s affairs arc being or have been conducted in a mann€I ulfairly prejudicial to the intorcsts

of some or all of its shareholders or holders of its listed securities, whether or not the conduct

consists ofan isolated act or a series ofacts, the Court may, with a view to bringing to an end to

the matters complained of-

(a) make an order restraining the carying out of the act or conduct;

O) orde! that the listed issuer shall bring in its name such proceedings against such

persons and on such leros as the Court directs;

(cl appoint a receiver of the whole or apart of the listed issuer's property or business

and may sp€cify the powers and duties ofthe receiver and fix his remuneiation.
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(d) make an order for the purchase of the listed securities of anj holders of such

secuities by other holders ofsuch securities or by the listed issuer ard, in the case

ofa purchase by the listed issuer, for the reduction of the listed issuer's capital, if
aecessary; and

(e) make such other order as it considers fi! for regulating the conduct of the listed

issuer's affairs in future.

(3) A listed issuer shall not take any action inconsistent with an order made under this

section without the leave oflhe Court.

(4) The Court may, on the application ofthe Commission, the listed issuer, any person

interested in the affails of the listed issuer or the receiver appointed under this section, recall or

vary any order passed under this section or give such funher directions as it may colsider necessary

for the proper functioning ofthe listed issuer or otberwise deemedjust and equitable.

55. Power of the CommisEion to is3ue dlrectlye to liltcd issuer.- Where it appears

to the Commission fiat -

(a) it is desinble for the protection of shareholders or othcr holders ofsecurities or in

the public inrerest;

(b) the listed issuer is contravening, has contravened or is likely to contaveoe or has

failed to comply wilh any provision of this Act or afly rules or regulatio$ made

utrder this Act; or

(c) a listed issud has fumished the Commission with iDformation that is false,

inaccurate or misleading,

the Commission may direct the listed issuer -
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(t) to cease and desist from the breach ofthis Act or rules or regulations made

uoder this Act;

(ii) to do or refrain from doing such action as may be deemed appropriate by

lhe Commission.

56. Duty of directors &nd olher$ to dirclose interest i! securities of listed issuer.-

(1) Every person *tlo becomes a director, executive officer or substantial sharcholder of a listed

issuer shall submit to such listed issuer, the relevart exghange and the Commission, in such form,

time aDd manner as may b€ specilied-

(D a statement of beneficial ownership in the listed equity securities of lhe

listed issuer or any other nature ofsecudties as may b€ specified;

(iD the pafiiculars ofany change in the interest aforcsaid;

(iiD any change in his position; and

(ir) such other information as may be specified.

(2) For the purposes ofseclions 56 to 60

(a) "contlol" in relation to securities meaas the power to exercise a contolling

influence over the voting power attached thereto:

O) "execulive officer" includes the chief executive oficer, chairman, chief financial

officer, sccretary, auditor, holder of such positions by whatever name called and

any other omcer of the listed issuer as may be specified;

(c) "equity security" meEurs any stock, equity futues contact, transferable share

(prefened or conunon) or a similar security representing equity ownership, any

6q
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security convertible, with or without considention, into such a security, or carrying

any wanant or right to subscribe 10 or purahase such a security, any such warant

or righl itself, and such other secudty as may be specified.

(3) For the purposes of sections 56 to 60 beneficial ownership of securities of any

director, exeqrtive ofiicer or substantial sbareholder, in case ofnatural person, shall be deemed to

include the securities beneficially owned, held or controlled by-

(a) director, cxocutive officer or substanlial shareholder;

(b) the spouse of a director, executive officer or substantial sharcholder of a listed

issuer, not being herself or himself a director of the listed issuer;

(c) the minor son or daughter ofa director, executive ofrcer or substantial shareholder

where "son" includes stepson and "daughter' includes stepdaughter; and "minor"

mealrs a person uoder the age of eighteen years;

(d) a private company, where such diector, executive officer or substantial shareholder

is a sharehoider, but to the q$ent of his proportionate shareholding in the private

compary;

Provided firrther that in case the substantial shareholder is a body corporate, only tiose

securities will be treated beneficially owned by it, which are held in its name.

(4) Every listed issuer shall keep a register for the purposes of this section in the foro

and mannei as may be specified.

57. Trading by directors aud others.. lvhere any director, executive ollicer or

substantial shareholder ofa listed issuer nakes any gain computed in the specified manner, by the

.purchase and sale, or the sale and purchase, ofany beoelicially o\lTled listed equity securities of

same class, or alry other secujities a-s may be specified, within a period of less than six months,

such director, executive omcel o! substantial shareholder shall submit a statement to the
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Commission and the listed issuer in the specified form within seven days from the day on which

the gain accrues:

Provided tLt the Commissiou ma) exempt any traossclions tiom the application of this

sectiotr as.may be specified.

58. Teuder of gain to bc credited to Fedorsl CoDsolidated Fund'- whele director,

executive of6cer or substantial shareholder makes any gain mentioned in section 59, such director,

executive oflicer or substantial sharehotder shall tender the amouot ofsuch gain to the Commission

within a period of six months of the accrual of gain and the Commission shall credit the amount

ofsuch gain to the Federal Consolidated Fund.

59. Directive by the Commissior.- Wlere within the period provided in scction 62

a dircctor, executive ollicer or substaotial shareholde( fails oi neSlects to tender the gain, lhe

Cornmisfion may by order in writing direct such director, executive officq or substa ial

shareholder to tender the gain to the Commission for onward credit to the Federal CoDsoli'dated

Fund.

60. NotificatioD to the ComDission of specilied irformation.- Every listed issuer

shall, once in each year, file with the Commission a retum in such form, containinS such

idormation arrd filed within such time, as may be specified.

PART XI

TAKEOVERS

61. Takeover transrctions, - (l) No person shall acquirc direct or indirect comol
of any company or securities morg thatr the sp€cified percentage equity share capital ofa company
whose securities are listed on a recognized securities exchange in cotrtlavention of the regulationr
made under this Act.
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(2) The regulatiom made under this aot shall at least, but not limited to, include the

offer mechanism, offer msnner, hansactions exempt fiom lakeover, aDy restrictions, competitive
offers, mechanism of bandling competitive offers and reponing/disclosue rcquirem€nts

(3) lf any person, who is required under this Act or any rules or regulatioN made

thereunder, fails to,-

(i). disclose dle aggregate ofhis shareholding in the company before he acquired auy

sbares ofthat companl or
(ii). makes a public announcernent to acquire shares a1 a miDimum price as prescribed;

or
(iii). makes a public offer in the specified manner to the shaleholders of the concemed

company; or
(iv). makes payment of consideration to the shareholders, who sold their shares

pursu8nt to letter ofoffer; or
(v). cpntnvercs any requiremenr of this Act or rules or legulations made thereunder,

shall be liable to a penalty

A. PowGm of CoumissioD to issue dir€ctions under this Part.- (l ) The Commission

may, in the intercst oflhe securities markel, give such dircctions as it deems fit to cary out lhe

purposes ofthis Pat.

(2) Withoul prejudice to the generality ofsub-section ( 1) such dircction may include-

(a) directing the person concemed not to further deal in secuities;

(b) prohibiting the person concemed from disposing of ary securities acquir€d in

violation of provisions of this Part;

(c) diiecting the person conc€med to sell any secudties acquired in violation of the

provisions of this Part;
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(d) suspending aly rights related to any securities acquired in violatioo of the

provisioN ofthis Part;

takiog such action against the person concemed as may be necessary.

granting such exemption to the person in case any difficulty arises, due to technical

impediment, ftom compliance or its application ofany provision ofthis Act, as the

case may be,

(e)

o

PART xII
MARKET ABUSES

63. Applicrtion of this Part.- The provisioru of this Part shall apply with respect to listed

secudties traded by listed companies afld insiders described in section 82.

64. 'Prohibition ofinsider trading. (l)No person shall indulge in insider *ading and any

peNon who contavenes the requirements ofthis section shall commit an offence:

(iI upon conviction by the court, bc liable to a punishment provided under sub

section (1) of section 89, unless ary of the conditions set out in sub section (2)

ofsection 89 are present;

(ii) ifany ofthe conditions referred to in sub section (2) ofsection 89 are present, a

violatiotr ofthis section shall bc punishable under section 90.

(2) Insider trading shall include,-

(a) ar insider transacting in listed securities or futures contlacts, dircctly or idirectly,

usilg inside information or using others to transact in such listcd s€culities or

futures contracts;

O) any other pcrson, to whom inside infomation has been passed or disclosed by zrn

insider person, transacting i[ listed securities or lutures contracts, dircclb,or

lz



indircctly, using inside information or using olhels lo transact in such listed

s€curities or futues cotrtmctsi

(c) tmnsacting in listed secudties or futwes contracts by any person as mentioned in

clauses (a) and (b) or any other person who knows or ought to have known under

normal and reasonable circumstances, that the information used for such

ransaclions is inside information; or

(d) an iruider person passing on inside information lo any other person, o! suggesting

or recommending to aDother person to traosact in such listed securities \r.ith or

without the inside information being disclosed to such person who has transacted

in such securities.

(3) The following shall not be deemed as insider trading

(a) any transaction performed under an agreement that was concluded before

any access to inside information; or

(b) the disclosure of i:rside information by an insider person as required tmder

law.

65. Itrride irformstioo.- For the purposes of this Palt the exFession "inside

fuformation" means-

(a) information which has trot been made public, relating, direcrly or'indir€ctly, to any

issuer of listed securities or to any listed s€curities and which, if it were made

public, would be likely to have an effect on the prices ofsuch listed seculities or on

the price ofrelaled listed securitiesi or

bq

(.4) No contracl shall be void or unenforceable by reason only ofao offence under this
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(br in relation to futures contracts, which are tradcd in a market, information which h8s

not been made public, rclating, directly or indircCtly, lo any such futures conlracts;

(c) in rclation to persons responsible for the execution of orders conceming listed

securities or any futures contracts, information which is conveyed by a customer to

such person and related to the customer's pending orders; or

(d) information regarding decision or intentions of a person to tmnsact in any listed

se.urities,

66. lnsidcrs.- lnsiders shall includc

(a) any sponsor! executive offcer or dircctor ofan issuer o isted securities:

(b) any sponsor, executive oflice!, directo! or partner of a legal person or

unitrcorporated business association, itr which the issuer holds a share or voling

rights, directly or indircctly, oftwenty per cent or more;

(c) any sponsor, executive officer dircctor or partner of a legal person or

urincorporated business association who holds, directly or indirectly, a share or

voting rights oftwenty pei cent or more in an issuer of listed securities;

(d) any sponsor, executive officer or director ofa, organizalion that has been engaged

in th€ placement of securities or the public offer of securities, as rvell as arly

employee ofthe issuer or ao organization participating in the issuing and marketing

ofsuch securities who has had access to iruider information during his employment,

for a period of one year after leaving emplo)ment;

OI
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(e) sny person who, directly or indirectly, is entitled to appoint a director on the board

ofthe issuer ofa listed s€curity, or is a substantial shareholder ofan issuer oflisted

securities;

(l) a.(Iy spotlsor, executive officer or director ofa credit or financial institution in which

the issuer oflisted securities has an account;

G) any person obtaining inside information as part of his emplo).ment or lrtlen

discharging his usual duties in an ofiicial capacity or in any other way relating to

work performed unde! coftracl of emplolment or otherwise;

(h) any person obtaining iaside information througi unlawful me:rrs;

(i) spouse, lineal ascendant or descendanl including step children, partnet or nominee

ofa person referred to in clauses (a) to (h); and

0) any person obtaining infomation or advice to acquire or tlatrsact in a listed security

or futues contact ftom any peron referred to in clauses (a) to (i).

61. Listed coDpsnie$' respo$ibilitieE to disclole inlide inforEstion,- (l)
Wheneve! a listed issuer or a person acting on its behalf, discloses any iDside infoElation to atly

third party in the ordinary course of ernployrnent, professional relationship or in respect of any

potentia.l transaction, cofiplete and effective public disclosure of that information must be made

simultaneously:

Provided that the provisions shall not apply ifthe person receiving the information owes a

duty of conlidentiality in accordance with any law, regulations, articles ofassociation, custom or

confuact.

(2) Listed companies or p€rsors acting on their behalf, shall mainrain a lisl ofpersons

employed, under contract or otheNrise in the specified manner, who have access to i[side
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idonnation and such compatries and persons acting olt their behalfshal] regularly update this list

and send it to the Commission whenever requted by the Coromission.

(3I A lisled issuer shall in the list of persons that have access to insider information

state that the persoos listed have acknowledged the requirements of this Part related to the

prohibition to transact in listed s€curities or futures contracts with the use of inside information

and to advise the persons to whom they provide inside information.

(4) A listed issuer shall formulate a code ofcooducl govemidg trading by its dircctor,

key executives, employees and frame policies and procedwes to ensue compliance with the

regulatory .equirements goveming prohibition of insider tradilg.

(5) without limiting the general effect or provisions of this Part, listed issuers shall

also comply with such further requirements as may be specified.

68. llerket mstripulatioD.- (l) No person shall-

(a) place an order, enter inlo or carry out, dircctly or indirectly, any Eansaction, in a

listed security or a futures contract rhat by themselves or in conjunction with any

olher transaction-

(i) increase or are likely to incfi]ase, their price with the intention ofinducing

alother person to puchase or subscribe for or to refJain from selling listed

securities issued by the same issuer or a related issuer or a futures controct

related thereto;

(iD reduce or are likely to reduce, their price with the intentioo of inducing

another person to sell or to reftai! fiom purchasing, listed securities issued

by the same issuer or a related issuer or a futules contract related thereto;
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(b)

(iiD stabilise or are likely to shbilise, their pric.€ with the intention of inducing

anolher person to sell, purchase or subscribe for or to rcfrain from selling,

purchasiag o! subscribing for, listed securities issued by the same isiuer or

by a related issuer or a futures contract related thereto; or

(iv) has the effect ofmisleading investoff who trade in listed securities or futures

conhact on the basis ofclosing prices.

for the purposes of inducing, dissuading, effecting, pleventing or in any mamer

influencing or tuming to his advantage the sale or purchase ofa listed security or a

futues contract, directly or indirectly, do or omit to do any act or piactice or engage

in a course of conduct which operates or would operate as a fraud, deceit or

manipulatioD upoD aIIy person, in particular:

(i) make any fictitious quotation;

(iD create a false and misleading appearance ofsctive fading ir a listed security

o( a futures contact;

(iiD cary out a transaction in a listed security or a futures contract which

involves no change in its bencficial ownership;

(iv) enter into alt order or orders for the purchase and sale of listed security or a

futrEes contBct which will ultimately csncel out ea.h other 8nd will not

rcsult in any change in tbe beneficial ownership of such security or futu!€s

contmct;

(v) carry out a series of transactions in a listed security or a futures contract

creating the appearance of active trading therein or of raising of price for

the purpose ofinducing its purchase by others or depressing its price for the

purpose ofinducing its sale by others;



(ri) be a direclor, substatrtial shareholder or an officer of the issuer ol' a lisred

security who is io possession of materia.l facts, omit to disclose to the public

through an exchange any such facts while buying or selling such security or

a futures contract rclated to such security.

69. EmployEent of frsudulert or deceptive devices.- No person shall directly or

ind ectly, in conneclion with any transaction with any other person involviog subscription,

puchase or sale of listed securities or futures conracts,-

(a) employ any device, scheme or artificetodeli.aud that other person;

(b) engag€ irr any act, practice or cou$e of business which operates as a fraud or

deception or is likely to operate as a fraud or deception, on that other person; or

(c) make any unfue statement ofa malter offact or omits to state a material fact in the

absencc ofwhich such stalement becomes misl€ading.

PART XIII
OTHER MARKf,,T ABUSES

10, Frlse tradiBg aDd market riggitrg trensrctions.- (l) No person shall create or

cause to be created or do anything that is calculated to create a false or mislcading appearance of

active trading irl listed securities or futues conEacts on a market or a t'a]se or misleading

appeamnce with respect to the price of listed secudties or futues contracts on a market.

(2) Without limiting the generaliry ofsub-section (1), a false or misleading appeamnce

ofactive tmding in listed securities or futues contracts is crcated for the purpose ofthis sectron if
a person-
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(a) enters into or canies ou1, directly or indirecdy, any tansaction fo{ the sale or

purchase of listed securities or futures contracts that does not involve a change in

the beneficial ownership ofthem or offsls to do so;

(b) offers to sell listed secudties or futures contracts at a price that is substantially the

same as the price at which he has made or proposes to make or knows that an

associate of his has made or ploposes to make, ar offer to buy the same or

substantially the same, number ofthem; or

G) offe6 to buy the listed secwities or futues contacts at a priae that is substantially

the same as the pdce at which he has made or proposes to make or knows that an

associate of his has made or proposes to make, an offer to sell the stuDe or

substamially the same, number of them.

71. Irducement of trading-- No person shall induce or attempt to induce anotlter

person to subscribe for, sell or puchase listed secudties or a futures contmct -

(a) by making or publishing any statement, promise or forecast or giving any

inve$tment advice that is false, misleading or deceptive; or

(b) by any concealment ofmaterial facts; or

(c) by recotding or storing in or by means of, any mechanical, electrical or other device,

information that is false o! misleading in a materia.l particular.

72, False or misleading statemetrt inducing transactions in listed securities or

futures contracts.- (l) No person shall directly or indir€ctly, for the purpose of inducing the

-subscription 
for, sale or puchase of a listed secudty or futures contract by others or to maintain,

incrcase, reduce or stabilise the price ofa listed security or a futues coffiact, make with respect
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to such listed security or futures coltract or with respect to the operations or the past or futlrre

p€rfomance ofa listed issuer -

[a) any statement or disseminate infomation through the rnedia which is, at the time

and in light of the ctcumstanc€s in which ir is made, false or misleading *ith

rcspect to any material fact and which he knows or has reasonable grounds to

believe to be false or misleadilg; or

(b) aoy statement or disseminate information through the media which is, by reason of

the omission of a material fact, rendered false or misleading aod which he knorvs

or has reasonable grounds to believe is rendered false or misleading by reason of

omission of that fact.

(2) No person shall directly or indirectly, make a statement or give an opinion in prin!

or electr6nic media about listed securilies or futues contracts while having previously taken

positions on such secwities, without having simultaneously disclosed that conflict of intercst to

the public in a pmpcr and effective marurer.

73. Bucketing. - ( I ) No person shall hold himselfout as haviog executed ar onder

for the pruchase or sale oflisted securities or futures co[tracls on a market, without having etfected

such purchase or sale of listed securities or futures contracts io accordance with the regulations

and practices of such markct.

(2) No p€rson upon havitrg received an order for the purchasc or sale oflisted serudties

or futures contracts on a market shall puchase or sell such listed securities or futures conkacls

pdor to execution of such order in accordance with the regulations and practices ofsuch market.

74. Udair trade practices- (1) No person shall indulge in any improper or unfair

trade practices which may or is likely to affect functioning, efficiency or trdnsparency of capital

markets, efficient and transparent capital markets or affect investors' confidence or disrupt orderly

trar$parent and fair tEding in the market.



PART XIV

SUPERVISION, INSPOCTION AND INVESTIGATION

75. Power to require information.- (1) Notwithstarding anlthing contained in aIry

other law for the time being in force, including Pakistao Bar*ing Companies Ordinaace, 1962

(LXll of 1962). the Commission may, by notice in writing, require any persou including financial

institution, holder of licens€ or any of its diiectols, senior management officers, to firnish such

information or documents within specified time or with such inlervals as may be required by the

Commission to carry out the purposes of this Act.

@ The Commission may by notice in writing require any person to appear before it

or a Commissioner ol an officer authorized by the Commission or produce such record and

docume[ls as are lequted by the Commission,

(3) Every person required under sub-section (2)-

(a) shall be bound to answer all reasonable questions put to him and state the truth;

and

O) may be asked to make a statement of the facts which shall be rcduced into

wfiting and signed by him or aftixed with his signature or thumb print.

(4) A Commissioner or an employe€ to whom any of the fimctions or powers oflhe

Commission have been delegated under this section may, for the purposes ofa proceeding require

anyone!

(a) to produce before him, and to allow to be examined and kept, any books,

accounts or other documents in the custody ot under the control of such

q In case ofviolation ofthis section, the Commission may impose a penalty uader

section 90 ofthis Act in addition to any other proceedings rmder Part XI ofthis Act.



pe$on, being documents rclating lo any matter the examimtion ofwhich may

be considered necessary for disposing of the poceedings by suoh

Commissioner or ollicer; and

. (b) to fimish such information and documents in his possession rela(ilg to any

matter as may be necessary for the purpose ofthe proceeding.

(5) The duty to supply idomation under this scction applies rctwitl$tanding any other

enactment or law in Pakistan.

(6) Any person who does not provide infomation required ty the Commission

comrnits an offence and is liable to be punished under this Act.

76. IDspeclion by the Commi$ion. - (l) For the purposc of ascedaining wheth€r a

person wlo is, or at any time has been, a holder of license or any other person is complyitrg u ith

or has complied with any provision or requirement ofthis Act or any admioistered legislation. or

the terms and conditions oflicence or rcgistralion, the Cornmission may from time to time inspecl

atry record or document relating to any activities ofholders oflicense.

Q) The Commission may authorize in uriting one or more ofiE employees or any

other pe$on to exercise the powers oflhe Commission under this section.

(3) In the exercise ofhis powers under this section, an authoized person may-
(a) require the holder oflicense, or any concemed person, whom hc believes is

in possession ofor has under his control any record or document relbrred to

in sub-sectioo ( 1), to produce that record or document before him;

O) make inquiries of a holder of license, or any other pelson whom he has

reasonable cause to believe has information relating to any record or

document referred to in sub-seclion (l), conceming any such record or

document or cotrceming aay transaction or activity which was undertakel
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ir! the couse of, or which may affect, the business conducted by the holder

oflicense; and

(c) inspect and make copies of, or take extracts ftom, and where necessary take

possessiotr of, such documents.

(4) For the pqpose of an inspeclion under this section, the holder of license or other

person mentioned in sub-section (3) shall ailod an authodzed person access to the rccords o!

doouments as may be required for the inspection and shall produce before the authorized person

such records or documents as may be lequiled.

(5) Any pe6on who, without reasonable excuse, fails to comply with a requirement

imposed on him by an authorized person uoder sub-section (3) commits an offence under this Acl

and shall be punishable under suLsection (l ) ofsection 89.

77. Inyestigatiotr by the Commission, - (l) Notwithstanding anything contained in

any other law, the Commission or the authorized offrcer, as the case may be, either on its owr

motion or on the basis of any information received, authorize one or more of i$ employees or one

or more other persons to hvestigate, whether-

(D- an offence or a contravetrtion by holde! of license or any other of this Act

or mles, regulations or directions made ude! this Act; or

(ii) a holder of license or any other persoo may have or is about to €ngage rn

offences rclatirg to insider trading, false trading and market rigging, rnarket,

manipulation, frauduleDtly inducing trading, employment of fraudulent or

deceptive devices, false or misleading statement inducing securities

uansaction, bucketing, defalcation, fiaud, misfeasance or other misconduct

by holder oflicense activities: or

(iii) the manner in which a holder oflicerse or any other pe$on has engaged or

is e[gaging or about to engage in licerc€d activity which is Dot in the interest

ofthe customer or the public interest
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(2) The investigatiotr ordered utder sub-section (1) shau be carricd out in terms of the

provisions of this Act and the investigato! so appointed shall have all the powers as provided rn

section 29, 30, 31,31A, 32, 32A ofthe Securities and Exchange Commission of Pakistan Acl,

1997 (XLII of 1997) and section 255 ofthe Coopanies Act,20l7 (XfX of 2011), muta,is mutandis,

and submit investigatiol rcport to the Commission, which shall take necessary action as deemcd

appropriate.

78, Disciplirory rction iE respcct of holders of liceoces.- (l) Notwithstanding

atrything conlaioed itl any other law or action taken or to be taken or penalty imposed or filing of

proseculior under relev&ot Section of this Act, the Commission ma]', in addition, take all or any

disciplinarl action-

(a) a holder of licence ceascs to comply with the eligibility conditions for its licence

specified in the Act or any lules or regulatiotrs tiamed ulder the Act; or

(b) a holder oflicence is or was at any time, guilty ofmisconduct; oi

(c) the Commission is of the opinio[ that a holder of licence is not a fit and proper

persotr to hold a licerce under this Act: or

(1) a holder of licence ceases to carry on the business or operate any ofrhe facilities,

markets or systems for which it is licenced, for more than thirty days unless it has

obtained a prior approval oithe Commission to do so: or

(") a holder of liceoce has been adjudged as a defaulter in repayrnent of a loan or

fiaance in a sum exceeding one hundred thousand rupees by I court of competgnt

jurisdiction; or

(f) in case of a holder oflicence. rr'ho is an individual--

8o
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(') he is shown by cenified medical evidence to have become mentally or

physicaily incapable of perforniDg the activities to which the licence

relatesj or L

(iD he has been adjudged a bankrupt, in Pakistan or elsewhere; or

(iiD he is convicted, whether in Pakistan or elsewhere, offtaud or other offences

involving dishonesty or moral tupitude; or

(g) in case ofa holder oflicence, which is a company -

(0 il passes a resolutiou for winding-up wirhout prior apprcval of the

Commission or it is ordered to be wound up; or

(iD a receiver of all or a substantial pan of its property is appointed; or

(iiD enters into an arangement with its credito$ or members, without the prior

writlen approval oflhe Commission: or

(h) the Comrnission is satisfied that a holder of licence or any of its directoN or

employees or senior management omcers has not perfomed his dutias honestly

and fairly; or

(D a holder ofliceace requests the Commission to do so; or

a holder of license refuses to plovide assistanc€ to the Commission under section

8; or

(k) the Comrnission is satisfied that the activities ofthe holder oflicence may not be in

the interest ofthe public or the capital ma*ets,

o
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the Commissioo may cxercise such ofthe following poweN in respect of such holder of licence as

it considers apprcpriate in the circumstances ofthe case---

(i) suspend its licence, whether in relatiorl to all or any of its activities for which ii is

lic.ensed, for such period or until the occurence of such event as the Commission

may specify, provided that the Commission may, if it conside$ it necessary, extend

the susp€nsior for such olher peliod as may be specilied by the Commission at the

expiry ofwhich the Commission may either liff the suspcnsion or proc€ed to cancel

the licence, as it deems appropriate; or

(ii) cancel its licence, whether in relation to all or any of its activilies fo! which it is

licensed; or

(iii) publicly reprimand such bolder of licence.

(2) Where a holder of licence is or was at any time, guilty of misconduct, the

Commission may order, separately or in addition to any pouer exercisable under clause (i), (ii) or

(iii) ofsub-sectio[ (1), that such holder of licence shall pay to the Commission such sum,-

(a) not exceedinS the amount of any profit or gain made or loss avoided by such holder

oflicence as a result ofthe misconduct in question;

(b) as is adequate to reimbu$e the Commission for the costs and expenses it has

reasonably incurred in r€lation or incidental to the investigation ofthe conduct ofa

holder oflicence; and

(c) as is adequate to reimburse the investors or customers ibr the loss incuned by them

in connection witl or incidental to the misconduct on the part ofa holder oflicence:

Provided that such sum shall, upon receipt, shall be paid to the investors or

customerc in a manner as specified. .
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(3) A licensed person commits an offence ifhe fails to comply with an order under sub-

section (2).

(1) In this sectiorr "nlisconduct" ineans

(a) a contavention of any of the provisions of this Act, any olher legislation

administered by the Commission and the rules regulations made thereunder

or regulations made by a Iicensed person under this AcU or

O) a contravention ofaly ofthe terms or conditions ofa licence ganted uoder

this Act; or

(d) failure to provide the Commission with information required or providing

false, incomplete, inaccurate or misleading information; or

(e) an act or omission by the holde! of lic€nce in relation to the business for

which it is licersed which, in the opinion ofthe Commission, is or is likely

to be prejudicial to the public interest,

ald thc expression "guilty ofmisconduct" shall be construed accordingly.

79. Other circumstatrces for suspensiotr or caacellation of licence of r regulrted

person.- The licence ofa legulated person shall be deemed to be suspended ifit fails to pay the

specified annual fee on its due date. lfthe specified annual fee has nol been paid within thirty days

from its due date or within such firrther period as the Commission may speciS through notice in

writing to the regulated person, the licence shall stand cancelled.

8:

(c) failure to comply with a direction ofthe Commission; or



80, Elfect of cancellrtion or suspeDsion of liccnce.--{l) The caocellalion or

suspension ofe licence under this Act shall not operate so as to-

(a) avoid or affect an agreement, bansactio[ or arrangement entered into by the holder

of licence oo a market of an exchange or on a market operated by such holder of

licence, ifthe ageement, traDsaction or ara[gement was entered into before such

, 
qancellation or susp€nsion; or

(b) affect a right, obligation or liability arising under any agreement, transaction or

a$angemetrt.

(2) Where a licence is cancelled or suspended under this Part, the Commission may by

notic€ in wiling and subject to such conditions as the Commission may specify in the notice,--

(al require the holder of licence to transfer to or to the order of. its customer such

rcoords lelating to custome!'s property or to the affairs ofthe customer held at aiy

time for the customer, in such manner, as th€ Commission may speciS in the

notice; or

(b, permit ttc holder of licencc to.-

(i) in the case ofa cancellation, carr,,on business op€rations for the purpose of

closing down the business connected with the cancellation; or

(ii) in the case of a suspension, carry on only essential business operations for

the protection ofinterests ofcustome$ dwing the period ofsuspension.

(3) Where the licence ofa holder of licence is suspended or cancelled, rhe Commission

shall cause notice of that fact to be disseminated in such manner as the Commission deems

appropriate.
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81. Procedural requ emelts for exerciso of disciplinary powers.- The

Commission shall not exercise any power under this Paft h respect of a holder of licence without

first giving such r€gulated person an opportunity ofbeing heard:

Provided that where the Commission is satisfied that delay in taking any action shall cause

risk of serious financial damage to the customers ofthat holder oflicence or is detrimental to the

interest of investors or the public in general, th€ Cornmission may, for reasois to be recorded in

writing, immediately take such action till the time an opportunity of heaing is provided to such

holder oflicence and a final decision is taken uithin a period ofnot more than thtty days.

a2. RestrictioD ofbqsiness.- (1) The Commission may prohibit a holder of license

and/or its custome(s) from doing any one or more ofthe following -

(, enteririg irto:

(a) tansactions ofa specified description or other than of a specified description;

t)) transactions in specified circumstances or other than in specified circumstancesi

ot

(c) tansactions to a specified extent or other than to a specified extent;

(i, soliciting business from persons ofa specified description or ftom persons other

than ofa specified description; or

(iii) carrying on business in a specified manner or other than in a specified manner

(2) A prohibition under this section may rclate to tansactions entered into in

cornection qdth or for the puposes of any activity of holder of license oi to other business that is

carried on in connection wilh or lor the purposes of any such activity ofholder of license.

OI

ar



83, Restriction on d€aliDg with property.- The Commission may after recording

reasons io writing, as regards any property whether in Pakistan or elsewhere and whelher it is thc

prcperty of a holder oflicense or not -
(a) prohibit a holder of liceue from disposing of such property or prohibit him from

dealing with it in a specified manner or other than in a specified mamer; or

(b) require a holder of license to deal with such property in, and only in, a specified

manner

84. MainteDlnce ofpropcr8.- (l) The Commissio! may require a holder of

license to maintain in Pakistan prope(y ofsuch value as appears to the Cornmission to be desirable

with a view to ensuling that the holder of liceNe will be able to meet his liabilities in rcspect of

his activity.

(Z) The Commission may direct that, for the purposes ofany requiremenl under this

section, prcperty ofany specified class or description shall or shall nol be taken into account.

85. R$cissioD and vsristion ofprohibition or requirement.- The Commission may.

either ofits owu motion or on the applicalion ofa holder of license and/or its custome(s) on whom

a prohibition or requirement has been imposed under this Part, rescind or vary the prohibition or

rcquirement if it appears to the Commission that it is no longer necessary for the prohibition or

requirement to take effect or continue in force or, as the case may be, that it should take cffect or

continue in force in a different form.

(2) [f the Commission refuses to rescind or vary a prohibition or requirement on the

application ofthe holder of license to whom it applies, it shall serve notice on him to that effeot.

a6

86. Notic$.- (l ) The power to impose, rescind or vary a prohibition or requiremenr

under this Pan shall be exercisable by \r tten notice served by the Commission on the holder of

license coucemed, and any such notice shall take effect on such date as is specified in it.



(3) A notic€ imposing a prohibition or requireoent, varying a prohibition or

requirement otherwise thar otr the application ofthe holder of.license to whom it applies, and any

notice rmder sub-section (2), shall state the rcasons for which the prohibition or requircment has

beerl imposed or varied or, as the case may require, why the application for variation or rescission

was refused.

(4) The Commission may give public notic.e ofany prohibition or requirement imposed

by it under this Part and of any rescission or variation thereof, and any such notice may, if the

Commission considers necessary, include a statement of the reasons for the prohibition,

rcquircment, variation or rcscission.

87, Winding up orders.- ( 1) In the case of a holder oflicense which is a company,

ifit appears to the Cornmission that it is desirable for the prctectioo ofcustomers that the company

should be wound up under the Companies Act,2017 $lXof20l7), the Commission may prcsent

a petition for it to be wound up under that Act on the ground that it is just and equitable that it

should be wound up, and thal Ordinance shall apply to such petition as it applies in relation to a

petition presented under that Ordilaoce.

(2) Notwithstanding anlthing contained in the Companies Act,2017 (XtX of2017),-

(a) a holder of license shall not file a petition for wilding up unless it satisfies the

Commission in the manner specified that it has settled all outstandi[g investor

claims as per default regulations and has obtained prior approval ofthe Commission

and the Commissio! may, in the intercst of the public or interest of investors,

impose such conditions as it deem appropriate.

(b) The Cowt shall rcfuse to entertain petition for winding up of a company, if the

Court is satisfied, that,-

(i) requirements of clause (i) have not been fulfilled; or
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(ii) petitioner intends to avoid or prcjudice investigation ofoffences under this

Act; or

(iii)any other ground that the Cout deems fit in the facts and circumstances of

the case.

88. Power ofthe Commission to make reference to ahe Court.- (1) Without

prejudice to any other powers ofthe Commission under this Act or administered legislation, the

Commission may approach the Court in case any dimculties arise as to implementation ofany

provisions of this Act or order of the Commission or holder of license or any other person,

authority, agency or bueau as the case may be, fails to give effect to any provision ofthis Acl or

rules or rcgulatioN or directioN issued by the Commission or authorized officer.

(2) Th€ Coud may, on a reference made to it by the Commissionunder sub-section ( l),
pass ally order as it may deem 6t in exercise ofits inherent jurisdiction aod shall also includc all

powers 6fexecuting coult as provided in Code ofCivil Procadure, 1908 (Act V of 1908).

PART XV

OFFENCES AND PENALTIES

89. Criminal Offencer,- (l) Any person who, contavenes the requirements of

sub-section ( 1) of sectio! 3 and sub-section (1) of section 32, (operating \ ithoui a license) sub-

section (5) of 48, sub-section (5) of sections 49 (Ciminal liability of defective prospectus). 54

Qnsider trading), 68 (Market Manipulation), 69 (Employme of fraudulent or deceptive devices)

and section 75 Co\rEr to requirc irformation) shall corunits an offence and upoo conviction by

the court is liable to,-

(D in case of an individual, to imprisonment of either description fo! a term

\,;hich may exlend to three years or a fine which may extend to two hun&ed
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million rupees or tlree times the amount of gain made or loss avoided by such

person, or loss suffered by aoolher pe$on, whichever amount is higher; and

(ii) in case of company, to a fine which may exteod to thrce hun&ed million

rupees or tluee time the amount of gain made or loss avoided by such

company, or lass suffered by the another person, whichever is higher:

Provided that in case ofoffe4ce committed under sub-sections (5) of section 48 and section

49, every offeror, director ofan offeror or any person who has signed rhe Fospectus shall be liable

to pay compensation to any person who acquires any of the secudties to which the prospectus

relates and suffers loss in respect of them as a rcsult of ary incorrect, untrue or misleading

statement in the prospectus or the omission ofany matter that is .equired to be included.

(2) Nothing in subsection (1) ofsection 3, or sub-section (l) of32, sub-secrion (5) of

48, sections 49, 64, 68, 69 aad 75 shall resnict the Coltlmissioo to take any other regulatory action

as provided in section 78 and/or impos€ penalty as provided in section 90, in case the Commission

is ofthe view, after reasons to be recorded in writing that -

(D inforrnation is not material information; o!

(ii) the person to whom insider information was passed was not expected to

trade or advise or encourage any other person to tade or hold securities or

fuhues contact on the mark€U or

(iii) criminal intent was nol prcs€nt.

90. Regulatory Pelrrlties.- (l) Subject to sub sectioo (2) of s€ctioD 89, sny person

who contravetres the provisiom of sectiors 49, 64, 68, 69 and T5shall be liable to penalties to be

imposed by the Commission or authorized officer,-

(i) in the case of an individual, to a sum which may extend to two hundred million

rupees or three times the arnount ofgain made or loss avoided by such person; and
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(iD in the case of a .ompany, to a sum which may exteld to three hundred million

rupe€s and thrce times the atlroullt ofgai! made or loss avoided by such person;

(2) Subject to sub section (2) ofsection 89, any pelson who contravenes the provisions

ofsub-sec.tion (l) ofsectiotr 3, or sub-seation (t) ofsection 32 (opelating without a licence or other

authodty) shall be liable to a penalties !o be imposed by the Commission or authorized oIficer,-

(D in the case of an individual,lo a sum which may extend to hundrcd million rup€es;

ard

(iD in the case ofacompury, to a sum which may extend to two hun&ed Eillion rupees:

Provided that in the case ofa aontinuing offence, a further sum which may exteDd lo two

hundred thousand rupees for every day or pan thereofduring which the offence c.ntinues.

(3) Any persoD who contravenes the lequircments ofsub-section (5) ofsection 48 shall

be liablelo forfeiture of the whole or part ofthe amount paid in respect of such application and in

case no such amount is yet paid, a peMlty up to the arnount payable in respect of such application.

(4) Any person who, in contravention ofrcquLements of PART X, sections 51, 52, 53,

54,55, 56, 57, 58, and 60 shall be liable to a penalty to imposed by the Commission or authorized

officer,.

(r) in case of an individual, to such sum which may extend to five hundred

thousand rupees; and

(iD in case of a compaoy, to such sum which may extend to five hun&ed

. thousand rupees.

and a further sum which may extend to one thousand rupees per day for every day during which

the contraveltioD continues.

(, Any person who contravenes the requirements of section 59 shall be liable to

penalty ro b€ imposed by the Corllmission or authodzed oIficer ofsuch sum which may extend to

five million rupe€s or three times the tenderable gain made, whichever is higher.
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(6) Any contavention or yiolation ofthe iequircments of any provisior ofPan XI shsll

be liable to a peoahy 10 be imposed by the Corulission or au0lorized officer -

(a) in case of ao individual, of such sum which may extend to one hundrcd

million rupees; and

in case ofa company, of such sum which may extend to two bundrcd million

rupees;

(b)

(c) in addition to clause (a) and (b) a member of the board of directors or

managemcnt ofthe target entity may be disqualified fiom holding the olfice

ofdirector, chiefexecutive oIlicer, by whatever name called, chieffinancial

omcer or company secretary in a listed issuq for a period ofthree years.

(7) Any pe$on who coniavenes the requirement of section 67 (listcd aompanies

responsibilities to disclose inside information), 70 (False tadiry and market rigging transactions),

section 7l (inducement oftrading) 72, 73 altd 74 shall be liable to a penalty to be imposed by thc

Commission or authorized officer -

(D in case of an individual, to such sum which may extend to two hundred

million rupees; and

(iD in case ofcompany, to such sum which may extend to three hundrcd million

rupe€s:

Prcvid€d that whele the offence involves ftaud, deceit or rcgligence it shall be liable to a

punishment refened to under suLsection (l ) of s€ction 89.

(8) Any person who -
(D contravenes or fails to comply with any prcvision ofthis Act, or ofaoy rules

or r€gulatiors made under this Act for which no spccific penalty is provided

tmde! this Act;

(ii) fumishes or produces any rctum, document or statement for the pulposes of

this Act or any requkement imposed under the provisions ofthis Act or of
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any rules or regulations made under this Act, the contenls ofwhich, to his

acknowledge, are un[ue, incorIect or misleadingi or

(iii) obstructs or contmvenes or does Dot comply with any order or dircction of

the Commission, including an authorized person or investigator, in the

performance ofhis duties utrder this Act,

shall be liable to a penalty to be imposed b) the Commission or authorized ofllctr -

(a) in ease ofan individual, to such sum which may extend to one hundred

million rupees; and

O) in case of a company, to such sum whigh may extent to two hundred

million rupees:

Plovided thal where Oe offencr commitrd under clause (ii) involves fraud, deceit or

rcgligenc4 it shall be liable to a punisbment refened to uoder sub-section (l) ofsection 89:

Provided further that where non-compliance or violation of req uircments ofclauses (i) and

(iii) results in a loss to any othor person, the Commissiotr or authorized ollicer may impose an

additional penalty, not cxceedi[g the amount ofloss caused.

(9) Any person who is guilty ol'misconduct urder section 78 shallbe liable to a penalty

to be imposed by the Commission o. authorized ollicer of such sum which may extend to fifty

million rupees.

(10) The penalties under this section shall be imposed by the Commission or authorized

officer in accordance with the guidelines issued by the Commission for imposilion of such

penalties by the officer to whom such powers has been delegated by &e Commission.
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91. Cognizance of olTetces atrd prosecutioD. - AII prosecution of offences against

any pe$on under this Act shall be conducted in accordatce with the section 37 and 38 of Securities

and Exchange Commission of Pakistan Act, 1997 (XLll of 1997).

92, P€ralty to be imposed by the CoEmisrioD. - Wherever a penalty is provided for

any offence, contmventiotr ofor default in complying with, any ofthe provisions ofthis Act, mles

or regulations made under this Act, such penally shall be imposed by the Commission after

providirE an opportulity of hearing to the pary.

93. Recovery of penalty.- Any sum adjudged, penalty imposed by the Commissiol

or an oflicer authorized by the Commission in exercise ofpowers under this Act or any rules or

any regulations made thereunder or directed to be paid, shall be recovered in accordance with

section 42B ofthe Securities and Exchaoge Commission ofPakistaD Act, 1997(XLII of 1997).

PART XW

MISCELLANEOUS

94. Rights of rpplicants.- (1) The Commission shall not refuse an application for the

gant ofany licence under this Act without first giving the applicant an opportuoity to b€ heard.

(2) The Commission shall, if it refi$es an appljcatioo, notify the applicant of such

refusal

95. Civil lirbilities.- (l) Every conlract made in contravention ofany provision of

this Act or any rule or regulations made thereunder shall be voidable as regards the righs of any

party to the contract contravening such plovision or any person not being a party to the contracr

who acquires any right under the conuact with actual knowledge ofthe facts by rcason of which

its making or performance was in such contnv€ntion and any person allected by such contact not

being himself a pafy ro the conllavention may sue to rescind any such contlact to the extent it has

been consunmaled or for damages when rescission is not possible.
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(2) Any person who makes or causes to be made, in any application, report or document

filed with &e Commission or an cxchange pl[suant to this Act or any rules or regulations nr3de

thercunder, any statemeff which was false or misleading with respect to any material fact, at the

time and io the lighr ofthe circumstances under which it was made, shall be liable to any person

who has purchased or sold a security or a futues contract in reliance on such statemenl, for

damages caused by such reliance, witlout regard to the presence or absence of aoy contractual

relationship between the two, unless th€ pcrson who made or caused to be made the application,

report or document proves that he acted in good faith and had no knowledge or reasonable ground

to believe that the statemeot was false or misleading.

(l) Any person who participates in any act or hansaction in contravention of the

provisions contained in PanXIII shall be liable to any person who has pulchased or sold a securit)

or a futures contract in reliance on such act or transaction for darnages caused by such reliaflce,

without regard to the presence or absence ofany contractual relationship between the two, unless

the pers6n so conhavcring proves that he acted in good faith and had no knowledge or leasonable

ground to believe that ther€ was any frsud, untruth or omission.

(4) Every person who directly or indirectly exelcises cortrol over the affairs of any

person liable under this section shall also be liable to the same extent as the person whose aftbirs

are so contolled, unless he proves that he acted iD good faitl and did not directly oi indirectly

itrduce the act or acts giving rise to the cause of action.

(5) Liabilitv under this section shall be joint and several and every person who becomes

liable may igcover conaibution as in cases of conu?ct from alry person who, ifjoined in the

original suit, would have been liable to make the same payment, unless the plaintiffwas, and the

defendart was not, guilty of fraudulent misreplesentation.

(6) No suit for the enforcemelt of aoy right or rcmedy provided for in this s€ction shall

lie after fte expiry of thrce years from the dale of the aacrual of the cause of action.
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(7) The rights and remedies p.ovided by this Act shall be in addition to aoy orher righrs

and remedies available under any other law for the time being in force.

96. Standard ofproof.- Where it is necessary for the Commission to establish orto be

satisfied, for the purposes of this Act other than provisions relating to criminal proceedings that a

licenced person or a regulated person has contravened-

(a) any provision ofthis Act or any rule or regulation made under this Ac! or

(b) any notice or requirement given or made under or pursuant to any provision of this

Act; or

(c) any ofthe terms and conditions ofa licence ganted under this Act; or

(d) any othcr condition imposed under or pursuant to any provision ofthis Act,

it shall be sufiicient for the Commission to establish or to be satislied as to Oe mafle!

referred to in clause (a), O), (c) or (d), as the case may be, on the stardad of proof applicable to

civil proceedings in summary mainer in a coud oflaw.

91. Measures for grcrter ease of doiDg busitrels.- Notwithstanding a!),lhing

contained in this Act or any other law, Commission may give exemptions ftom implemenlation of

any provision of this Act or apply the relevant provisions ofthis Act with such modification and

adaptation as deemed necessary to incentivize listing of companies oo the exchange, or rcgulated

activity, provide ease ofdoing business, foster ofinnovation, encoulage use of financial, regulatory

and supervisory technology including but not limited to regulatory sandbox, tokenization, P2P

crowed funding, collateralization of commodities, decentralized platform and protectio! of

depositors/unitholders.

98, Mediatiotr, Review atrd Apperl,- (1) Where aDy dispute arises between holder of

license and its customer, the remedies available in the relevant regulations shall be availed:
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Provided that any action taken by a licensed person shall be without prejudice to tic power

of the Commission to lake such fufthe! action as it de€ms fit in respect of any breach of the laws

administered by the Commission.

' C) Any p€rson aggdeved by any order ofthe licensed penon or order passed under

section 9 may file an appeal before the authorized officer ofthe Commission and such order ofthc

authorized officet shall be subject to section 33 of the Securities and Exchange Commission of

Pakistan Act, 1997 (Xfll of 1997).

(3) Nohvithstanding an)1hing contained io any other law no civil cout as provided in the

Code of Civil Procedure, 1908 (Act V of 1908) or any other court shall have jurisdicliotr to

entertain any suit or proceeding or pass aoy iliunctions orders in respect of any matter referred to

in sub-section (l)

99, Li&bility of olficers, etc. for offences by a corporrte per8on.-{l) Where an

offence under this Act, sny rules or any regulations made urder this Act, cori[nitted by a corporato

persotr is proved to have been committed with the consent or colrivance ofor to be attributable to

any neglect orl the part of an oflioer of such corporate pelson! that ofliccr as well as such corporate

person shall be guilty of that offeDca alrd shall be liable to be proceeded against and punished

accordingly.

@ Where the alfairs of a corporate penon are maoaged in accordance with the

instructions of any other person, not being a professional adviso!, sub-section (l) shall apply in

relation to the acts and defaults of such person in corurection with his lirnctions ofmanagement as

if he were a director of such corporate person.

(3) ln this section "omcer" means a director, member ofthe committee ofmanagemen!

chiefexecutive, manager, secretary o! any person who was purpofting to act in any sueh capacity.
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100, Liabitity ofholder of licenc€ for acls of representative, etc. For the purposes of
this Act, an act, omission or failure of a representative, employee or other pe$on acting for or otr

behalf of a holder of license withitr the scope of his authority, office or emplolment shall be

deemed to be the act, omissioo or failure of such holder of liceDse as well as olthe reprcsentative,

employee or other person.

101, Securities acquired in good faith.- (l) A percon who, without liaud and for a

lawful consideration, becomes the possessor ofor acquires title to a security, financial instmment

or commodity and who is without notice that the title ofthe person ftom whom he derived his ou,n

title was defective shall hold such security, financial hstrument or commodity and all dghts

attached thereto ftee from any defect oftide of prior paities and ftee ftom defences available to

prio! padies among themselves.

' (2) Ar licensed person may regulate the documentation, prccedures and guarantees

rcquircd to traNfe! property in secudties, financial instruments and cornmodities atrd the effects

thereof on the respective rights and tiabilities of the parties aod such rcgulations, if approved by

rhe Cornmission, shall colstitute binding and enforceable terms and conditions of contracts

effected on the exchange, shall govem the rights and liabilities of the parties thereto, and shall

govem the rights and liabilities with respect to transfers of securities on the books ofthe issuer of

such securities or financial il]stlumellts ard custodian of the cornmodities notwithstanding any

provisions to the contary contained in th€ Contract Act, i872 GX of 1872), the Negotiable

hstruments Act, l88l ()O(VI of 1881), the Transfer of Property Act, 1882 (lV of 1882) or the

Companies Act, 20 I 7 Grx of 20 i 7), or aDy other law for the time being in force.

102 Audit.-(1) The statement offinancial position and profit and loss account ofthe

holders oflicence shall be audited by an auditor bome on the panel ofauditors maintained by the

Commission for the purposes of aBdit of holders oflicence.

@ h addition to the matters which, under the Companies Act, 2017 (XiX of 2Ol1),

the auditor is required to state in his report such matters as may be specified.
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(3) The Commissiol may, from time to time, lay down guidelines for the audit of

holders of licence and the audito$ shatl be bound to follow those guidelines.

(4) Subject to the provisions of sub-section (2) and (3), the auditol shall have the

powers of. exercise the funclions vested in, and discharge the duties and be subject to the liabilities

and penalties imposed on, auditors ofcompanies by the Companies Act, 2017 (XlX of2017).

103. Regulstory facilitstioD.- The Commissiotrmay ftom lime to time, by a notificstio[

in rhe officiBl gazette, $ant exemptions fiom any provisions of this Act iD order to facilitate

development ofinnovative or new products or services related to any market or regulated activity

including by way of establishirg regulatory sandboxes. Such exemptions shall be subject to such

terms and conditions as may be specified by the Commission.

104, Power ofthe Commissior to make regulations. -- (l) Nohvithstanding an),lhing

contained in rhe SECP Act 1997 (XLII of 1997), the Commissiotr shall have exclusive powcrs to

make rfgulations to carry out the purposes ofthis Act.

(2) Witbout prejudice to the generality ofsuEsection (l ), the Commission may make

regulations tbr or with rcspect to -

(a) procedure and conditions for the issue of licences, cotrduct of licensees and

incidental matters;

(b) all matteN related to regulatory sandboxes and other regulatory facilitation"s for

development of innovative or new produds or sen'ices related to any markct or

regulatEd activily;

(.c) the class or cla.sses ofsecurities and futues corltracts that may be traded in a market

and th9 tems and conditions goveming tradilg in scclrities and futrues contracts;
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(d) the compulsory povision by exchanges of a centra.lized customer protection

compensatiol fund;

(e) segregation, safekeeping and utilization of customer assets thal a regulated penon

holds on behalf of a customer;

(0 all matters pefiaining to takeoveN under Psn X including making, conduct,

timelines and conditions of takeover offers and matters incidental and connected

therewith;

(g) the registatioD, operation and regulation of quotation and t1ade repoding systems;

(D form and content of contract confirmation notes, customer agreements and risk

disclosurc statements and related rcquirements;

0) form, content, distribution, reportiDg and publication of written, pdnted or visual

material or advertisements or prospectus u.ith respect to any regulated activity,

securities issue. securil ies investment or rading:

(k) offering of securities and matters related to listing, delisting, suspension ard

revocation of listing;

0) appointment, remuDeration and responsibilities of ar auditor appointed under this

Act and the costs ofan audit caffied out under this Act:

(m) marmer of keeping books, records, accounts by holders of licenses and audit

thereof;
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(n) registratio!, flrnctioning and operatiotrs of accredited investors and such othcr

persons who are permitted m Fade in securities issued by way ofexempt offels;

(o) preemptive measures and actions for market monito ng and survoillance,

plomoting level playirg field for investors and public at large and prevention and

prohibition of insider Eading or market abuse;

(p) special or gencral inspection and examinalion and investigation and auditofholders

oflicenses;

(q) effective kno$ your customcr and customer due diligence policies and procedues

and other sratters ancillary to anti-money laurdering;

G) manner ofoutsoucing important furrctions by a licensed person;

G) mechanism for conducting inspectioDs and investigatio[s of legulated persons iD

coordination with licensed persons including the establishment of a specialized

entity for this purpose;

(0 matters connccted wilh issuance and trading in shariah compliant secuiities arld

futures contacts;

(u) manner and procedure for providing applicanls ard holders oflicence oppoitunity

ofheaing:

(v) the establishment atld conduct of altemalivc tading platforms;

(w) establishment and orderly conduct of bond pricing agencies and matters lelated

thereto;

(x) extension ofcredit, lendiog aod bonowing ofsecurities and pledging ofcustomer's

securities by securities brokers;
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(y) establishment and orderly conduct of a centralized know your customer

organization a-od matters related thereto; 
+

(z) any matter relating to customer assets; and

(za) all mafters or things which by this Act are required or p€lrnined to be specified or

which are necessary or expedient to give effect to this Act.

(3) For the avoidance of doubt, t-he powers of the Commission to makc regulatiotrs

under this section are in addition to and not in derogation of any other power of the Commission

to make rcgulations under any provision of this Act or any other legislation admitistered by the

Commission,

(4) Before any regulations are made or amended under this Act the CoNnission shall

publish a draft of the regulations in the official Gazette and place it on its website, for elicitiE

public opinion on the dlaff regulations, for a p€riod ofnot less than fourteen days starting from the

date of its placement on the website.

(5) All regulations made or amended by the Commission shall be published in the

official Gazette and shall come into effect on such date as may be specified itl lhe nolification.

105. DeterDioation of "lit rnd proper". 
-The 

Commissioo may specift the fit and

proper criteda for persons who aie seeking or have been granted a licence and wherc such person

is a company, promoters, sponso$, substantial shareholders, dircctors and sedor managemeat

omc€rs of such persoD.

106. Destruction ofdocuEetrtE.- A person who destroys, falsifies, conceals or disposes

ofor causes or pemits the destruction, falsification, concealme or disposal of any document,

which he knows or ought to know is relevant to an inspectio[ or atr investigation under this Act,

commits an o$ence puoishable under section sub-section (1) ofsection 89.
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107, Outsourclng.- A licensed entity may outsouce any of its functions to aoy entit-v

subject to such terms and condirions or limitatioos as may be specified.

108. Forms.- The Commission may, by notice in the omcial Gazette, specify

forms that are requircd to be used for any purpose under this Act o! the rules or regulations made

undcr this Act.

109. Codes aad guideliues, ctc-- (l) The Commission may issue such codes.

guidelines or regulatory o. policy statements as it considers appropriate tbr providing guidance, in

rclation to --

(a) any ofits regulatory objectives under this Act;

(b) any matter relating to any ofthe firnctions ofthe Commission under this Acr;

(c) providing guidance to holders ofliccnces;

(d) the operation of any provision of this Act.

(2) The Commission may publish any such code, guideline or regulatory or pohcy

statement io srlch manner as it deems llt.

ll0. Act Dot to sffeet the powers of the Statc Brnk of Pakistatr. Nothing in this ,A,ct

shall be read or construed as diluting;interlering with or affecting the powers and firnctions of the

State BaDk of Pakistan under arty law,

ll1. Act to override other laws. (1) The provisions of this Act shall have eflect

notwithstanding anrthing inconsistent therewith co[tained in any other law for the time being in

force.

(2) The Commission may, by notification in the olficial Cazetre, dLect rhal any plovisbns

ofthe Companies Act, 201? (XIX of 2017),-

t,
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(a) shall not apply to holder oflicense or regulat€d entity or listed compades

for the pupos€s ofthis Act; and

O) slull apply with such exception, modification and adaptation for the

puposes ofthis Act;

(3) ln case ofany inconsistency ofthe provisioDs ofthe Companies Act, 2012 OGX of

2017), or ary administered legislation with this Act, the latter shall ptevail.

Provided that the decision ofthe Commission shall be 6nal with respect to any matter falling

within the scope ofthis section.

112. Powor to mske rules. - (1) The Fedetal Govemment may, by notifrcation in the

ofiicial Gazene, make rules for carrying out the purposes ofthis Act.

(2) The power to make rules under this section shall be subject to the condition of

previous publication and before making any rules the drafi thereofshall be published in the official

Gazeft€ and also be placed on the website ofthe Commission for soliciting public opinion thereon

within a period ofnot less than fourteen days stafiing from the date ofits placement on the website.

113. Removal of diflicultles.- If any diffculty ariscs in giving effect to any provision

ofthis Act, the Federal Govemment may, make such order as it may deem necessary for removing

such difficulty.

114. Delcgation of powers ol the Commission.- The Comnission in exercise of its

powers under section l0 ofthe Securities and Exchange Commission ofPakistan Act, 1997 (XLII

of 1997) may delegate authorize any ofits firnctions or powers subject to such conditions and

limitations to any one or more Commissionerc or officers ofthe Commission.

115. Trsnsitionel provisioDs.- (l) A person thal immediately pdor 10 the

commencement ofthis Act, is holding a licence granted under any provisions ofthe Secuities Act,

2Ol5 (II1 of20l5) or the Futues Market Act, 2016 (XIV of20l6), shall thereupon be deemed to

b€ licensed under this Act for the same purpose till the time its existing licence remains valid and

shall thercupon be required to obtain a licence uoder this Acl
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(2) Frcm the commencement of this Act, rulss made under the Secudties Act, 2015

(lU of20l5) and the Futures Markets Act, 2016 (XIV of2016) or continuing under any ofthe said

Acts, which arc in force immediately prior to the commenceme[t ofthis Act and which have Dot

been specificatly repealed by this Act shall continue lo be in force and have effect as they have

been made by the Fedcral Govemmcnt under this Act.

(3) From the commencemenl of this Act, regulations made by the Commission under

the Sccuritics Act, 2015 (III of20l5) or the lrutues Ma.kets Act,20l6 (XlV of2016) or continuing

under atry of the said Acts, which are in foree immediately prior to the commeocement ofthis Acl

shall continue to be in force and have effect as they have been made by the Commission under this

Act.

(4) From the commencemed ofthis Act, regulations made by a licensed person under

the Secudties Act,2015 (Ill of2015) or the Futues Markels Act,2016 (XIV of20l6) or continuing

under any ofthe said Acts, which are ir force immediately prior to the commenceEent of this Act

shall continue to be io force and have effect as they have been made by such licensed person uoder

this Act.

(5) Anpbing done, actions taken, orde$ passed, instrurnents mad€, notifications

issued, prcceedings initiated ard instituted, prosecutions filed, processes or communications

issued and powers conferred, assumed or exercised by the Commission under the Securities Act,

2015 (lll of20l5), the Futures Markets Act, 2016 (XIV of 2016) or deemed to have bee! so done,

made, issued, taken, initiated, cooferred, assumed aDd excrcised under any ofthe said Acts, shall,

on the coming into operation of this Act, be deemed lo have been validly done, made, issued

taken, initiated, confened, assumed alld exercised and every action, prosecution or prooeeding

instituted and every order, directive, notification, circular, code, guidelines etc. issued by the

Commission or deemed to have been initiated, instituted or issued by the Commission under any

of the said Acts, shall be deemed to have been initiat€xi, instituted or issued uqder this Act and

shall b€ proceeded with to completioD and be enforced and have effect accordingly.

(6) Every onder or directive or notification, circular, code, guidelines etc. issued under

the Securitics Act, 2015 (lll of20l5) and the Futures Markets Act, 2016 (XIV of20l6), which are
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in force on the coming into operation ofsny provision ofthis Act shall continue to be in forcc and

have effect as they have issued by the Commission under-tbis A6t.

116. Repeal rrd srvings. - (1) Tire Seeurities Acr, 20t 5 (III of2o15) and the Futures

Markets Act, 2016 (XlV of 2016), hereinafter refered to as repealed instruments, are hereby

rcpealed,

(2) The repeal ofrepealed insEuments shall not,-

(a) revive any,thing not in force at the time at which the repeal lakes efect; or

(b) aIlect the previous opemtion of the rcpealed instruments or eyhing duly done

or suffered thereunder; or

(c) affect atly righl privilege, obligation or liability acquired, accrued or incurred

under the said repealed instsurnents; or

(d) affect any penalty imposed, forleiture made or puristuneff awarded in respect of

any offence committed under the rcpealed instn[nents;

(e) alfect initialion of any legal proceeding or any inspection, investigation,

prosecution, legal proceeding or.lremedy in respect of any obligation, liability,

penalty, forfeiture or punishment as aforesaid,

and any such initiation of legal proceeding or inspection, investigation, prosecution, legal

proceeding or remedy may be made, conlinied or enforced and any such penalty, forfeiture or

punishment may be imposed, as ifthis Act had not been passed.

(3) NotwithstaodiDg the repeal ofthe repealed instumeEts,-

(a) any notificatioos, tules, regulations, byelaws, orders or exemptions issued,

made or granted under any such enactment or any earlier enactmeut repealed or
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(b)

(c)

amended by such enactment shall have ell'ect as if the same had been issued

made or gmnted under the correspo[ding Fovision of this Act or such

enactment as amended by this Act;

any official appointed and anybody elected or constituted under any such

enactnent or any earlier enactment rcpealed or amended by such enactment

shall continue and shall be deemed to have been appointed, elected or

constituted, as the case may be, under the corresponding provision of this Act

or such enactment as amended by this Actl

any document referring to ani enactment hereby repealed or amended or any earher

enactment repealed or amended by such enactment shall be construed as referring,

as fa! as may b€, to this Act, or to the corresponding provision ofthis Act ;

(d) ally licence, certificate oi document issued made or g.anted under any enactment

hereby repealed or any eadier cnactment repealed or ameoded by such elactment

shall be deemed to have b€€n issued, made or granted under this Act and shall,

unless cancelled in pursuance of the prqvision of this Act such etractment as

amended by this Act, continue in force till the dale specified in the licence,

certifi cate or documeot.

(4) After the commencement ofthis Act, the exprcssions "Securities Act, 2015 (III of

2015", Futures Market Act.20l6 (xIV of2016)" and "Secuiities and Exchange Ordinance, 1969

CXVU of 1969)" and any refening sections thereof, used in the Securities and Exchaage

Coormission of Pakistan Act, 1997 (XLll of 1997) or any administered legislation and rules and

regulations issued thereunder shall be substituted and read as "Securities and Futues Markel Act

202l" unless $e context requires otherwise.

(5) Afler the Commencemcot of this Act, in the Secufities and Exchalge Corn nission

of Pi*istan,A,ct, 1997 (XL[ of 1997), in Schedule I, enrry no 9 shall be omitred ard for r]re
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expression "10. Futues Market Act, 2016 GIV of 2016),, the exprcssion .,10. Securities lnd
Futures Market Act, 202 1 ." shall be substituted.

STATETilENT OF OBJECTS AND REASONS

The proposed bill intends to amalgamate and consolidate the Securities Act,

2015 and the Futures Market Act, 2016 and provide for unified comprehensive regulatory

framework for the securities market and futures market, investors prolectaon and matters

connected therewith and incldental thereto. The billwill cater to the fast-changing dynamics

of capital and futures market, provide enabling environment for groMh and ease of doing

business, support innovation lhereby contributing significantly towards market development.

The bill will also strengthen regulatory oversight and enhance investor confldence.

2. The Bill is desrgned to achieve the aforesaid purpose.

, I
MUHAMMAD ISHAQ DAR

tuioitter for Finance and Revenu'e
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