NATIONAL ASSEMBLY SECRETARIAT

REPORT OF THE STANDING COMMITTEL ON FINANCE, REVENLUE,
ECONOMIC AFFAIRS, STATISTICS AND PRIVATIZATION ON THE
SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN
(AMENDMENT) BILL, 2016

I, Chairman of :he Standing Committec .on Finance, Revenue, Economic
AfTairs, Statistics and Privatization, have the honor to present this report on the Bill
further to amend the Se:urities and Exchange Commission of Pakistan Act, 1997
[The Securities and Exchange Commission of Pakistan {(Amendment) Bill. 2016]
referred 1o the Standing Committee on 15th April, 2016.

2. Ihe Comnrittee comprises the following Members:—
(N Mr. Qaisér Ahmad Sheikh * Chairman
(M Mr. Sazed Ahmed Khan Manais Member
(1) Rana Shamim Ahmed Khan Member
{4) Mr. Daniyal Aziz Member
(5) Mr. Muhammad Pervaiz Malik Member
{6) Sardar Jaffar Khan Leghari Member
(N Ms. Shshzadi Umerzadi Tiwana Member

(8} Mr. Alam Dad Laleka Member
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9) Sheikh Fayyaz-ud-Din Member
(10 Mian Abdul Mannan Member
(i) Ms. Shaza Fatima Khawaja . Member
(1) Ms. Leila Khan Member
(13) Syed Naveed Qamar Member
(4 Dr. Nafisa Shah Member
(1% Sved Mustafa Mehmud Member
(16) "Mr, Jehangir Khan Tareen Member
(17) Mr. Asad Umar Member
(18) Mr. Abdul Rashid Godil Member
(19 Mr. Muhammad Ali Rashid Member
(20 Mr. Aftab Ahmad Khan ‘Shcrpaol Member
21N Senator Muhammad Ishaq Dar, Ex-officio Member
Minister for Finance, Revenue, Economic
Affairs, Statistics and Privatization
3. The Committee in its meetings held on 9th and 10th May, 2016,

considered the above mentioned Bill in detail and recommended the following
amendments thercin:—

CLAUSE 2

In clause 2, in paragraph (a),—

(a)

(b)

(1)

(if)

in sub-paragraph (ii), in the proposed paragraph (aa) after the word
“Schedule™ the figure “*[” shall be added; '

in sub-paragraph (vii), in the proposcd paragraph (ja).—
after the word “*form™, comma shali be inserted;

after the word “institution”, comma shall be inserted;
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CLAUSE 4
In clause 4, in t1c proposed section 6A,—

(a) for the words “any existing” the words “senior most” shall be
substituted: and

(b) for full sicp at the end, a semi colon shall be substituted and thereafter
the following proviso shall be added, namely:—

“Provided that the Federal Government shall ensure the appointment
of Chairman on regular basis within hundred and twenty days from
the date the post of Chairman fell vacant™,

CLALUSE 7
In clause 7, for paragraph (b), the following shall be substituted, namely:—
“{b} in sub-section (2), in clause {(b).—
(i) for the wo-d “four” the word “'six™ shall be substituted.

(ii) forthe full stop at the end a full colon shall be substituted and thereafter
the following proviso shall be inserted, namely:—

“Provid 2d that the Federal Government shall ensure the appointment
of private sector member of the Board within hundred and twenty
days from the date of such vacancy in the Board.”.

CLAUSE 9

In clause 9, in pzragraph (b), in sub-paragraph (x), after sub-paragraph (A),
the following sub-paragraph (B), shall he inserted and the existing sub-paragraphs
{B) and (C) shall be re-r umbered as sub-paragraphs (C) and (D), namely:—

“(B) for the expression “Authority™, appearing for the second time, the
word “Commission™ shall be substituted;™

CLAUSE 17
In clause 17. in the proposed sub-scction (2) of section 3 1A, after the word

“Pakistan” the words, figures and letters “including Banking Companics Ordinance,
1962 (LLXI of 1962Y" shili be inserted.
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CLAUSE 26

In clause 26, after the proposed section 41 A the foliowing rrew section 418
shall be added:—

2)

“41B. Inquiry, investigation and other proceedings in respect
af regulated persons.—(1) Notwithslanding anvthing contained
in any other law, including National Accountability Ordinance, 1999
(XVI11 of 1999) and Federal Investigation Agency Act, 1974 (VIII
of 1975) no action, inquiry, investigation or proceedings in respect
of any regulated activity, regulated securities activity, transaction,
process or permission granted under this Act or any administered
legislation, shall be taken, initiated or conducted by any Federal or
Provincial investigating agency, bureau, authority or institution by
whatever name called without reference from the Commission.

No proceedings shall lic before any agency, bureau, authority or

institution at the instance of any party to a matter which is or has been in issue
before the Commission, in respect of a matter which is actually or has been or might
or ought to have been a proper subject of complaint to the Commission under the
administered legislation:

Provided that cases pending before any court having jurisdiction before
coming into force of this Amendment Act, shall continue to be prosecuted and
conducted without reference from the Commission”.

CLAUSE 28

In clause 28, in the proposed section 42D.—

it

(i)

after sub-section (2), the following new sub-section (3), shall be inserted
and the remaining sub-sections shall be renumbered accordingly:—

“(3) For the purposes of this section the Commission may,
notwithstanding anything contained in any other law for the time being
inforce including Banking Companies Ordinance, 1962 (LXII of 1962),
obtain any information or document from any person on the request of
the requesting authority.” and

after sub-section (6}, renumbered as above, the following new sub-
section (7), shall be added, namely:—
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“(7) Any assistance provided under this section to any foreign regulatory
authoritic or international organizations may be refused by the
Commission on the grounds of national security and public interest.”

4. The Committee recommends that the Rill as reported by the Committee
placed at Annexure-B. may be passed by the National Assembly. The Bill as
introduced in the Natior al Assembly is placed at Annexure-A.

Sdi— Sd/-- -
(ABDU. JABBAT ALD {QAISLER AHUMAD SHEIKIH)
Secretan Cherirmen

Standing Commiittee on Finance,
Revenue. Economic Affairs,

Statistics and Privatization
IstAMaBap, the 10th May, 2016

‘Annex-A
[AS INTRODUCED IN THE NATIONAL ASSEMRIY]
A

B

Jurther to amend the Sccurities and Exchange Commission of
Pakistan Act, 1997

WHERFAS it is oxpedient further to amend the Sccurities and Exchange
Commission of Pakistan Act, 1997 (XLII of 1997) for the purposes hercinafter
appearing;

It is hereby enacted as follows:—

{. Short titlc and commencement.—{1) This Act may be called the
Securities and Exchange Commission of Pakistan (Amendment} Act, 2016.

(2) [t shall corae into foree at once,

2. Amendment of scction 2, Act XLIT of 1997.—In the Sccurities
and Exchange Commission of Pakistan Act, 1997, hereinatter called the said Act,—

(a) insectionZ, -

(1) the existing provision of section 2 shall be numbered as sub-section
(1) thereof.
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(i}  insub-section (1), numbered as aforesaid, after clause (a), the following
new clause shall be added., namely:—

“(aa) “administered legislation™ means the legislation administered by
the Commuission as specified in the Schedule;™

(iii) in clause (d), afier the word “Commission™ the words “and includes
the Acting Chairman™ shall be inserted:

(iv) forclause (f), the following shall be substituted, namely:—

*(f) “clearing house” means a company that is licensed by the
Commission as a clearing house;™;

(v) inclause (i),—

(I) for the words “Board™ the words *“Commission or the Board”
shall be substituted; and

(Ity  for the expression “section 157 the words “this Act™ shall be
substituted;

(viy afier clavse (i), amended as aforesaid, the following new clausc shall
be inserted, namely:—

“(ia) “Court™ means the Company Bench of a High Court as provided
in sections 7 and 8 of the Companics Ordinance, 1984 { XLVII
of 1984 };

(vii) after clause (j), the following new clause shall be inserted, namely:—

“(ja) ‘document” includes any information recorded in any form
including documents or statement of accounts in respect of
customers maintained by financial institution through modem
electronic devices or techniques and data or information recorded
in any legible form;”;

(viil}  after clause (k). the following new clauses shall be inserted, namely:—

“(ka) “financial services” mean all services provided by regulated
persons under this Act or any administered legislation, but shatl
not include any service exclusively regulated by the State Bank
of Pakistan;
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(ix)

(x)
(xi)

(b

(kb}

“financial services market” mean all markets in which financial
services are provided and includes the capital market and the
insutance market;™

after claus : (p), the following new clauses shall be inserted, namely:—

“(pa)

(pb)

“regulated activity” means any activity which is required to be
registered with or licensed by the Commission under this Act or
any ¢dministered legislation,

“regulated person™ means a person or cntity licensed or registered
under this Act or any administered kegisiation to catry on or engage
inaragulated activity not being an institution exclusively regulated
by the State Bank of Pakistan;”;

in clause {7), the word “and’ shall bc omitted;™;

in clause (1), for full stop a semicolon shall be substituted and thereafter
the following new clauses shall be added, namely:—

“(s)
1

{u)

(v)

(w)

“Schedule™ means schedule annexed to this Act;

“self regulatory organization” means an entity connected with
finarcial services market and registered by the Commission under
this Act for the purpose of regulating the operations, standards
of practice and business conduct of its members and their
representatives with a view to promote protection of investors
and the public interest;

“specified” means specified by the Commission through
regu ations made under this Act;

“subordinate legislation™ means any rules or regulations made
under this Act or any administered legislation; and

“systemic risk” means the risks, incuding potential, emerging
and systemic risks in financial services market. entities,
infrasteucture, products and activities which may impact the ability
of the Commission to fulfil its regulatory responsibilitics provided
in this Act.”; and

after sub-section (1), numbered and amended as aforesaid. the
following new sub-section shall be added. namely:—
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(2} Unless the context requires otherwise, the words and expressions
used in this Act but not defined hercin shall have the same
meaning as assigned to them under the administered
legislations.”.

3. Amendment of section 3, Act XLII of 1997.—In the said Act, in
scction 3, after sub-section (2), the following new sub-section shall be added,
namely:—

*(3} The Commission shall be administratively. financially and functionally
independent and the Federal Government shall use its best efforts to
promote, enhance and maintain independence of the Commission.”.

o

R 4. Insertion of section 6A, Act XLII of 1997.—In the said Act, after
section 6, the following new scetion shall be inserted, namely:—

“6A. The Acting Chairman.-—At any time when position of
the Chairman is vacant or the Chairman is unable to perform his
functions due to any cause. the Federal Government shall appoint
senior most Commissioner of the Commission (o be the Acting
Chairman of the Commission until appointment of the Chairman on
a regular basis.”.

5.  Amendment of section 10, Act XLII of 1997.—In the said Act, in
section 10, in sub-section (1), after the word “powers™, the words “under this Act or
any administered legislation™ shall be inserted.

6. Insertion of new section 11A, Act of XLII of 1997.—In the said
Act, after section 11, the following new section shall be inserted, namely:—

“11A. Committees of the Commission.-——The Commission may
constitute committees, consultative group, task force etc. as it considers
necessary or expedient 1o assist it in performance of its functions
under this Act or any administered legislation.”.

7. Amendment of section 12, Act XLII of 1997.—in the said Act,—

(a) in sub-section (1), for the word “nine” the word “eleven” shall be
substituted;

-

(b} in sub-section (2), in clause (b), for the word “four” the word “six”
shall be substituted;
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(¢} insub-seciion 3 —
(i) forthe colon a full stop shall be substituted; and
(ii) the proviso shall be omitted,

8. Amendm:nt of section 13, Act XLII of 1997.— In this said Act, in
section 13, in sub-scctior (2), for the word —four” the word ~live” shall be substituted.

9.  Amendmaent of section 20, Act XLII of 1997.—In the said Act, in
section 20,-—

(a) insub-section(1). after the word “Act”, the words “or any administere *

legislation” shall be inserted; —_—
(b} in sub-section (4),—

(i) in cliuse (d), for the words * securities markets” the words
“financial services market™ shall be substituted;

(i) after clause (f), the following new clauses shall be inserted,
namely:—-

“(fa) establishing and regulating entities for the protection of
investors:

{fb) . promoting, encouraging and enforcing proper conduct,
competence and integrity of regulated persons;

(fc}  proposing regulations for disclosure of information in public
interest;™; :

(iiiy in cliuse (g), for the words “‘securities markets” the words
: “fina.icial services market” shall be substituted:

(iv) in cleuse (h), for the words Yol securities markets™ the words
“operating in the financial services market” shall be substituted;

(v) inclause(i),—

(A) after the word “conducting™, the words “inspections and”
shall be inserted; and
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(B)

for the words “the Ordinance™ the words “any administered
legistation™ shall be substituted;

(vi) after clause (i), amended as aforesaid, the following new clause
shall be added, namely:—

“(ia)

ensuring development of a sound rcgulatory framework to

“counter and suppress tllegal, improper and unfair practices

in financial scrvices market and other sectors regulated by
the Commission;™; '

(viy in clause (k), for the words “securities market”, the words

*“financial services market™ shall be substituted:

(viiiy for clause (1), the following new clause shall be substituted,
namely:—

nb(‘l)

considering and suggesting reforms relating to the financial
services market, regulated persons, companies and bodies
corporate, including changes to the constitution, rules and
regulations of companies and bodies corporate, securities

_ exchanges or clearing houses:™;

(ix) in clause (m), for the words * capital market and the corporate
sector” the words “finrancial services market and other secior
regulated by the Commission” shall be substituted;

(x) .inclause (0).—

(A),

(B)

(©)

the expression “Authority, including any powers of the”
shall be omitted;

after the word “force” the expression “or any other law
which may be made after commencement of this Act,”
shall be inserted; and

for the expression “Authority including, but not limited to,
the functions and powets set out in the Schedule to this
Act”, the word “Commission” shall be substituted;

(xi) inclause{v), the word “and”, occurring at the end, shall be omitted;

and

(xti)y forclause (w), the following shall be substituted, namely:—
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“(w) o control and minimize misconduct. market abuse and
financial crime in the financial services market and other
sectors regulated by Commission;™;

{xiti) after ciause {w), substituted as aforesaid, the following new
clauses shall be added, namely:- -

“(x) forregulating and facilitating the growth of Shariah compliant
financial products in the financial services market except
e financial products regulated by the State Bank of
Pakistan:

(v) o idenlify and address the factors resulting in systemic
‘isk in the markets regulated by the Commission;

() © regulate and facilitate healthy growth of the corporate
sector {private and public), and to promote good corporate
zovernance for development of efficient management and
srudent financial practices;:

(za) :stablishing a foundation or fund to provide for welfare
support and facilitics to the employees whether serviag or
etired and their families and to create, establish, organize
nd assist in the social and cultural activities;

(zb) o regulate financial services market to ensure that they
Junction in a fair, efficient, transparent and orderly manner;
and

(z¢)} erforming any other functions entrusted to the Commission
»y the Federal Government from time to time; and

{¢) insub-section (6),—

(i) in clauses (a) and-(b}, for the words “securities markets™ the
words “financial scrvices market” shall be substituted;

{ii) after ciause (b), amended as aforesaid, the following new clause
shall be inserted, namely:—

“(ba) 10 create awarcness among invesiors and to provide an
appropriate degree of protection for investors, having regard
o the general principle that investors should take
responsibility for their decisions: and
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(it))  inclause (g), for the expression “the Act, Ordinance, the Law of
Insurance “ the expression “this Act. any administered legislation™
shall be substituted.

10. Amendment of section 23, Act XLII of 1997.—1n the said Act, in
section 23,— -

(a) insub-section{2), —
(1) inclause (c), the word “and™, occurring at the end, shall be omitted;

(i) in clause (d), for full stop at the end, a semicolon and the word
“and™ shall be substituted; and

(iii) after clause (d), amended as aforesaid, the fol]oiving new clause
shall be added. namely:—

“(¢) any other sources as may be notified by the Federal
Government.”; and

(b) insub-section (3), after the word “Act” the words “or any administered
legislation™ shall be inserted.

1. Amendment of section 24, Act XLII of 1997.—In the said Act, in
section 24,

{a) in sub-scction (1), in clause (), afier the word “Act”, the words “or
any administered legislation™ shall be inserted; and

(b) in sub-section (3A), after the word “expenditure”, occurring for the
first time, the words “including budgeted capital expenditure™ shall be
inserted.

_ 12. Amendment of PART VIII, Act XLII of 1997.—In the said Act, -
in PART VI, for the heading, “ENFORCEMENT AND INVESTIGATION” the
heading “INSPECTION, INVESTIGATION AND ENFORCEMENT™ shall be
substituted.

13. Insertion of section 28A. Act XLII of 1997.—In the said Act,
after section 28, the following new section shall be inserted, namely: -

“28A. Inspection.—(1) For the purpose of ascertaining whether a person
who is, or at any time has been, a regulated person is complying with
or has complied with any provision or requirement of this Act or any
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(2)

administeted legislation, or the terms and conditions of licence or
registration. the Commission may from time to time inspect any record
or document relating to any regulatec activity.

The Commission may authorize in writing one or more of its employces

to exercise the powers of the Commission under this section.

(3

In the exercise of his powers under this section, an authorized

person may,—

(a)

(b)

(e)

4

require th: regulated person, or any concerned person, whom he
believes is in possession of or has under his control any record or
document referred to in sub-section (1), to produce that record or
document before him;

make inquiries of a regulated person, or any other person whom he
has rcasonable cause to believe has information relating to any record
or document referred to in sub-section (1), concerning any such record
or document or concerning any transaction or activity which was
undertakea in the course of, or which may affect, the business
conducted by the regulated person; and

inspect and make copies of, or take extracts from, and where necessary
take possession of, such documents,

For the purpose of an inspection under this section, the regulated person

or other person mentioned in sub-section (3) shall afford an authorized person access
to the records or documents as may be required for the inspection and shall produce
before the authorized person such records or documents as may be required.

(5

Any person who, without reasonable excuse, fails to comply with a

requirement imposed on him by an authorized person under sub-section (3) commits
an offence under this Act and shall be punishable with imprisonment of either
description which may extend to three years or with fine which may extend to two
hundred million rupees or with both.”.

4.

Substitution of section 29, Act XLII of 1997.—1In the said Act,

for section 29, the follow ing shall be substituted, namely:—

“29.

Investigation and proceedings by the Commission.—(1) Where
the Commission. either on its own motion or on the basis of anv
informatio 1 received, authorize one or more of its employces or one or
more other persons to investigate, whether—



—
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(a) anoffence ora contravention has been committed by any person
under this Act or any administered legislation or a subordinate
legislation;

(b) a regulated person has been engaged in committing fraud,
misfeasance or other misconduct in carrying on a regulated
activity; or '

(c) themanner in which a regulated person has cngaged or is engaging
in his regulated activity is not in the interest of the financial services
market or in_vcstors,

and submit an investigation report thereof to the Commission, the Commission shall
proceed in the matter in accordance with the provisions of the Act and the
administered legislation:

Provided that where any special procedure regarding investigation or inquiry
is provided in the administered legislation the Commission may adopt such special
procedure in addition to the procedure provided in this Act. :

(2) Any concerned person, who is reasonably believed or suspeeted by
the investigator to have in his possession or under his control any record or document
which contains or which is likely to contain information relevant to an investigation
under this section or who is believed or suspected of otherwise having such information
in his possession or under his control, shall—

(a) produce to the investigator, within such time and at such place as the
investigator requires in writing, any record or document specified by
the investigator which is, or may be, relcvant to the investigation and
which is in his possession or under his control;

{b) ifrequired by the investigator give the investigator an explanation for
or {urther particulars of any record or document produced ander clause

(a);

(¢) appear before the investigator at such time and at such place as the
investigator requires in writing and answer truthfully and to the best of’
his ability any question relating to the matters under investigation as
the investigator may put to him, whether orally or in writing; and

(d) provide to the investigator all assistance in connection with the
investigation which he is reasonably able to give.
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(3) Any person who without reasanable cause fails to—

(a) produce a1y record or document required to be produced under ctause
{a) of sub-section (2);

(b} give an explanation or further panticulars as required under clause (b)
of sub-section (2);

(c) appear before the investigator as required under clause {c) of sub-
section (2);

{(d)} answer a question put to him by the investigator under clause (c) of
sub-secticn (2} or in answering the question says anything which he
knows to e false or misleading in a material particular or who in so
answering recklessly makes a false statement: or

(e) comply wth clause (d) of sub-section (2),

commits an offence under this Act and shall be punishable with imprisonment of
either description which may extend to three years or with fine which may extend to
two hundred miilion rupees or with both.

(4) The Commission may, for the purposes of investigation under this Act
or any administered legislation, also seek assistance of any other investigating
agencies, burcau, local police and administration, statutory bodies, banks and other
relevant entity, who sha'[ provide such assistance to the Commission.”.

15. Amendment of section 30, Act XLII of 1997.—In the said Act, in
section 30,—

(a) insub-section(l),—
(i) for the words “any two Commissioners” the word
*a Commissioner, or an officer, authorized in this behalf” shall be

substituted:

(i) n clause (b), for the words “or the Ordinance” the words “any
administered legislation™ shall be substituted;”; and

(b) after sub-section (1), amended as aforesaid, the following new
sub-sections shall be inserted. namely:——

—

e
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(a)

(b)

(c)
(d)

(1B)

(10)

(1D)

16.

“(1A) The investigator shall, for the purposcs of investigations, have
the same pdwers as are vested in a civil court under the Code of Civil
Procedure, 1908 (Act V of 1908). while trving suit in respect of the
following matters. namely:—

summoning and enforcing the attendance of any witness and examining
him on oath or affirmation;

compelling the discovery or production of any document, record or
other material object;

receiving evidence on aftidavit; and
issuing cominissions for the examination of witnesses and documents.

In addition to sub-section (3), any person who contravenes the
requirements of clause {3), (b) and (c) of sub-section {1A), the
investigator may, after prior written approva: of the Commission, make
an application to the Court for attachment of property, both movable
and immovable, or require him to furnish sccurity for his appearance
or any other order as the Court deems appropriate and necessary and
in addition, the Commission may pass any order under Chapter X1A
on a report of the investigation officer, -

Notwithstanding anything contained in Qanun-e-Shahadat Order, 1984
(P.O. 10 of 1984) all evidence collected though modern electronic
devices and such other techniques shall be admissible in the court of

law.

Any proceeding before the investigator shall be deemed to be a judicial
proceeding within the meaning of sections 193 and 228 of the Pakistan
Penal Code, 1860 {Act XLV of 1860) and in case of any contravention
thereof the Commission may file a complaint in the Court of Sessions.”.

Amendment of section 31, Act XLI_I of 1997.—In the said Act,

insection31,—

(a)

(b)

in sub-section (1), after the word “necessary”, the words “in such
form and manner as may be prescribed by the Federal Govenment
through rules” shall be inserted; and

in sub-section (2), for the word “any two Commissioners” the words
“a Commissioner authorized in this behalf™ shall be substituted.
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{7. Imsertion of section 31A, Act XLII of 1997.—In the said Act,
after section 31, amended as aforesaid. the following new-section shall be inserted.
namely:- -

“31A. Power of the Commission to call for information.—(!)
Notwithstending anything contained in any other law, the Commission
or authorized investigating officer may, by notice in writing. require
any persot including financial institution to furnish it with such
documents or information as it may require during the course of inquiry,
inspection or investigation under this Act or any administered legislation
within sutc 1 time and verified in such manner as it may specify.

(2) The duty to supply information under this section applics notwithstanding
any other enactment or iaw in Pakistan.

(3) Any perscn who refuses to provide information required by the
Commission under sub-section (1) shall be guilty of an offence and shalfl be liable on
conviction to a fine whic1 may extend to one million rupces or to imprisonment for a
term not exceeding threc vears, or with both.™.

18. Insertion of section 32B, Act XLII of 1997.—In the said Act,
after section 32A, the following new scction shall be inserted, namely:—

“32B. Review.—(1) Any order passed by the Commission shall be subject
to review by the Commission on its own motion oron application made
to it within thirty days from the date of such order.

{2} Any person aggrieved by an order of the Appeliate Bench from which
an appeal is allowed undar section 34 but no appeal has been preferred, may file an
application for review within thirty days from the date of such order.”.

19, Amendment of section 33, Act XL1I of 1997.—1In the said Act, in
section 33, after sub-section (3}, the following new sub-section (3A) shall be inserted,
namely:—

“(3A)  Any clerical or arthematic mistakes in an order or error arising therein
from any a:cidental slip or omission may at any time be corrected by
the Appellzte Bench on its own maotion or on an application made to it
by any pary.”.

20. Amendment of section 34, Act XLII of 1997.—In the said Act. in
scetion 34,—

T
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(a) in sub-section (1), after the word “Bench™, the words “or order made
under sub-section (2} of section 32B” shall be inserted; and

(b) after sub-section (2), the following new sub-sections shall be inserted,
namely:-—

“(3) The Court may, on an appeal made to it under sub-section (1),
accept, sct aside or vary the order referred to in sub-section (1)
or make such other order as the interest of justice require.

(4) The Count shall at the stage of admission of an appeal, or at any time
thereafter on application of the aggrieved person with due notice to the parties,
decide by means of a rcasoned order whether the appeal is to be admitted in part or
in whole depending on the facts and circumstances of the case:

Provided that the admission of the appcal shall not per se operate as a stay
and nor shall any stay be granted therein unless the Commission has been given an
opportunity of being heard.

(5) Notwithstanding anything contained in any othcr law, the hearing of
appeal may continuc day to day, unless sufficient cause has shown by the parties
jointly or severally which is beyond the control of the parties, the Court may adjourn
the hearing for maximum of two dates and such adjournment may not be more than
fifteen days at any one time or for more than thirty days in all.”,

21. Insertion of PART I1XA, IXB and IXC Act XLII of 1997.—In the
said Act, after PART 1X. the following new PARTS IXA, IXB, IXC and corresponding
sections thereunder shall be inserted, namely:—

“PART IXA
POWERS OF INTERVENTION BY COMMISSION
36A. Scope of powers uader this Part.—{1) The powers conferred on
the Commission under this Part may be exercised in relation to any regulated person

if it appears to the Commission that—

(a) the exercise of the powers is desirable for the protection of investors
or is in the interest of the financial scervices market; or

{b) aregulated person is not a fit and proper person: or

(c) a regulated person has contravened or failed to comply with any
provision of or any requirement under this Act or any administered
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legislation or, in purported compliance with any such provision or
requiremeat, has furnished the Commission with information that is
false, inaccurate or misleading.

(2) Inexercising the powers conferred by this section or section 368, the
Commission may be entitled to rely on the findings of an inspection conducted under
section 28A or the conent of any report of investigating officer received under
section 29,

{3) The powers conferred on the Commission by this Part may be exercised
in relation to a person whose registration or license has been suspended or revoked
or has expired whether or not the suspension or rex ocation is the subjcct of appeal.

36B. Restriction of business.—{ 1} For the purposes of section 36A, the
Commission may prohioit a regulated person from doing any one or more of the
following, namely:—

(a) entering irto transactions -—

(i} ofaspecified description or other than of a specified description;
or

(i) in s»ecified circumstances or other than in specified
circumstances; or '

(i)  to a specified extent or other than to a specified extent;

(b} soliciting business from persons of a specified description or from
persons other than of a specified description; or

(¢) carrying o1 business in a specitied manner or other than in a specified
. manner.

{2} A prohibition under this section may relate td transactions entered into
in connection with or for the purposes of the regulated activity or 1o other business
that is carried on in connection with or for the purposes of anv such regulated
activity.

Parr IXB
SELF REGULATORY ORGANIZATION
36C. Seclf-regulatory organizations.—A person who wishes to carry on

activities as self-regulatory orpanization may apply to the Commission for registration
and the Commission may, where it deems appropriate in the public interest or for the
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protection of investors, register any entity as a self-regulatory organization int such
form and manner and subject to such terms and conditions as may be specitied
including but not limited to following, namely:—

(a) it is a company licensed by the Commission under section 42 of the
Ordinance:

(b} it has specified in its memorandum of association as its main objects
the discharging of functions of self-regulatory organization;

(c) it has necessary infrastructure, adequate office space, equipments,
experienced mart power and technical aspects, financial resources,
policics, procedures, systems and controls to effectively and efficiently
discharge its functions and responsibilities;

(d) its directors and senior management officials fulfill the fit and proper
criteria as may be specified;

(e) at-least one-half of the number of its directors are independent directors
and in order to determine the independent status of a director, the
requirements prescribed in the code of corporate governance as
specified by the Commission from time to time shall be foilowed:

(f) the chairman of the board of directors of that company shall always
be an independent director;

(g) ithas paid up capital net of fosses of not less than such amount as may
be specified; and

(h) any other conditions as may be specified.

Explanation.—For the purpose of this section, senior management officials
shall include, chief executive officer or managing director, deputy managing director
or chief operating officer and chief regulatory officer or holder of such position by
whatever name called.

36D. Registration of a self-regulatory organizations.——(1) The
application for registration as a self-regulatory organization shall be made in such
form and manner and subject to such fee as may be specified.

(2) Upon receipt of application under sub-section (1). the Commission
may grant certificate of registration after making such inquirics and afier obtaining
such information as it considers necessary, including but not [imited to the following,
namely: —
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(a)

(b)

(c)

(d}

(e)
()

applicant fuifills the eligibility criteria:
applicant has the ability to efficiently handle its functions as self-
regulatory organization and its obligations under this Act and regulations

made by the Commission;

the regula:ions of the applicant contain satistactory provisions for the
matters specified in this section;

it shall be in the interest of financial services market and the public to
grant regiitration to the applicant; and

any other condition as may be specitied.

The certificate of registration as sclf-regulatory organization shall be

valid for a period of five years and may be rencwed by the Commission subject to
fulfillment of such conditions as may be specified.

(4)

Self-regulatory organization shall be responsible to perform the

functions which may include any or all of the following, namely:—

@

(b)

(c)

(d)

(e)

(0
(%)
(a)

effective training and education of the members of self-regulatory
organization and investors in general,

conducting examinations and providing certifications 1o its members
and inves:ors in general:

providing research and development assistance to its members and
investors in general;

conducting the grading of ils members with respect 1o their compliance
with the zpplicable law and other norms as may be specified;

praviding information to the investors regarding general and specific
risks of financial services market, information pertaining to its members
and other information useful for taking informed investment decisions
and prote:ting the interest of investors; and

any other functions as may be specified.

It shall be responsibility ol the self-regulatory organization to,—

specify cede of conduct for its memburs and take measures for ensuring
complian e thereof;
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(b} implement mechanism for monitoring and supervising activities of its
members and ensuring compliance with applicable laws;

-2

(c) implement mechanism for inspection of its members on regular basis;

(d) take disciplinary action against its members in cascs of violation of
code of conduct and other applicable law;

(e} treat all its members in an equitable manner and must ensure that no
member gains.unfair advantage to other member as a result of oversight
activities of self-regulatory organization;

() promptly infonn the Commission regarding any non-compliance of
laws by its members;

(g) act in good faith and take measures to avoid conflict of interest in
conduct of its duries and functions;

(h) submit annual report to the Commission which shall contain such
information as may be specified;

(i} comply with all the requirements of this Act, regulations made
thereunder and directions given by the Commisston from time to time;

(i) comply with the code of corporate governance specified by the
Commission;

(k) submit periodical returns to the Commission in the manner and
frequency specified:

() provide such assistance to the Commission as and when required,
including the furnishing of such returns and the provision of such
information relating to its operations or required under this Act or any
administered legislation and applicable rules and regulations, directions,
notifications, etc.;

(m) extend full cooperation to the Commission in relation to any inspection

(@)

or investigation against its members and in ensuring compliance with
the law by its members; and

perform such other dutics and responsibilities as may be specified.
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36E. Regulations of self-regulatory organization.—{ 1) Self-regulatory
organization shall make regulations subject to prior approval of the Commission and
such regulations shall containdiollowing provisions, amongst others,—-

(a)
(b)
(¢)
(d)

(e)

H

(2)

(b

®

@

(k)

(1)

(m)

for the protection of investors;

for manncr of admission of its members:

code of conduct for the members:

for monitor conduct of its members;

relating te discipline of a member who contravenes its regulations or
the provisions of this Act or any administered legislation and may provide
for fine, suspension, expulsion, limitation of activities, functions or
operations;

for specifving the procedure for disciplinary proceedings;

right of appeal of member of self-regulatory organization against any
disciplinary action by the self-regulatory organization including manner

and procedures in connection therewith;

for preven-ing fraudulent, deceptive and manipulative acts and practices
and promoting fair trading practices;

obligation of members to provide information to the self-regulatory
organization in the manner and frequency specified;

manner and {requency of submission of returns and information to the
self-regulatory organization by its members;

arbitration mechanism in relation to any dispute between its members
or between members and their clients;

for maintenance of books and records by the self-regulatory
organizaticn;

criteria for appointment of auditors of sclf-regulatory organization and
the content of audit report:
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(n) for confidentiality of information available with the self-regulatory
organization and its officers;

{0) for inspection of members including audit by independent auditors to
determine compliance with the law and provide opinion on such matters
as may be specified;

{p)} for fair treatment to its members and any person who applics for
membership; and

(q} any other matters as may be specified.

(2) The Commission may approve regulations of self-regulatory
organization with or withoul modification or on its own motion, make or amend the
regulations after giving due notice to the self-regulatory organization.

(3) The Commission may, by notice in writing served on a self-regulatory
organization, require it to,— :

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

(b) amend regulations referred to in the notice in the manner and within
the period specified in the notice.

{4) Where the Commission is satisfied that a self-regulatory organization
has not complied with a requirement referred to in sub-section (3) within the period
specified in the notice, the Commission may make or amend the regulations and the
regulations so made or amended shall be deemed to have been made or amended by
the self-regulatory organization and shall have effect accordingly.

(5) Self-regulatory organization shall only admit the regulated persons which
are granted a licence by the Commission or which are registered with the Commission
under the laws administered by the Commission:

Provided that the Commission may declare a class of persons connected
with the financial services market who may be admitted by a self-regulatory
organization as its members.

36F. Maintenance and inspection of records.—(1) A seif-reguiatory
organization shall.—
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{a) make and maintain such records in such form and manner and for
such period as may be specified:

(b) file with he Commission any report specified by the Commission in
the form and manner as may be specified; and

(c) appoint auditor with the prior approval of the Commission to express
opinion ¢i such matiers as may be specified.
.
(2)  The Com mission may in writing at any time appeint one or more
PErsons toy,-—

(a) inspect books of accounts, other records and documents of the sclf-
regulatory organization or its members and the self-regulatory
organization or the member, as the case may be, shall extend full
cooperation to the persons so appointed by the Commission and produce
all accounts, records and documents as may be required by person so
appointec; and

(b} prepare s:ich financial or other reports as the Commission requires.

36GG Powers of the Commission to issue directions to self-
regulatory organization.—( 1) Without prejudice to the powers conferred by
section 40B the Commiission may issue directions to self-regulatory organization
ol  a general or specifi: nalure where the Commission considers it necessary or
expedient, in the public interest or for the protection of investors or in the interest of
financial services markaet. '

(2) Where the self-regulatory organization contravenes any provision of
this Act or any administcred legislation or any rules or regulations made thereunder
or fails to comply with ¢ ny direction of the Commission, the Commission may, after
providing a reasonable opportunity of beinyg heard, —

(a) remove the chief executive officer, any director or officer of the setf-
regielatory organization from office;

(b) impose a penalty of such sum which may extend to fifty million rupees;
or

(c} suspend or cancel the registration of the self-regulatory organization.
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ParT [XC

AUDIT OVERSIGHT BOARD

36H. Definitions.—In this Part,—-

(a)

(b)

(¢)

(d)
(e)
(f)

{g)

(h)

()

“auditor™ means a chartered accountant within the meaning of
Chartered Accountants Ordinance, 1961 (X of 1961) being a person
qualified to be appointed as auditor of a company under section 253 of
the Ordinance:;

“audit firm” means a firm of chartered accountants in practice organized
as partnership under the Partnership Act, 1932 (IX of 1932) or a sole
proprietary fuin being an auditor;

“audit oversight board” or “AOB” means the independent audit
oversight board established under section 361:

“employee” means any officer or employee of AOB;

“fund” means fund established under this Part;

“Institute” means the Institute of Chartered Accountants of Pakistan
established under the Chartered Accountants Ordinance, 1961 (X of
1961Y;

“member AOB™ means the member of AOB;

“nominating committee” mecans commitice comprising foilowing
ex-officio members, namely:—

(i) Secretary to the Govemment of Pakistan, Finance Division;
(i) the Chairman of the Commission;
(i) ﬁle President of the Institute;
(iv) the Govemnor State Bank of Pakistan; and
(v) one member to be co-opted by the ex-officio members;

“public intcrest company™ means such company or body corporate as
may be notified by the Commission;
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() “quality assurance board” or “QAB™ means the quality assurance
board constituted by the Institute;

(k) ‘“registered audit firm™ means an audit firm registered with AOB; and

(1} “specifie)” means specified through regulations made under
section 36Z.

36l. Establishment of AOB.—(1) There is hereby established an
independent audit oversight board to function in the public interest.

{2) AOB shall have perpetual succession and common seal and can sue
and be sued i 1ts own name.

(3) AQB shall perform such functions as assigned to it under this Part
and shall have all powers incidental and ancillary thereto. :

36]J. Members of AOB.—(]1) AOB shall comprise seven members
including its chairman.

(2) The members and the chairman of AOB shall be appointed by the
Federal Government on the recommendation of the nominating committee,

(3) A member AOB shall be a person who possesses relevant qualification
such as a degrec, recognized by the Higher Education Commission, in accountancy,
business, finance, law or economics and experience of audit, regulation of auditors
or corporate law or having been on the board of directors or in the senior management
of public interest comp: nies.

(4) The nominating committee shail lormiulate procedures for selection of
members following due process, including intcrviews of the potential candidates,
before recommending them to the Federal Government for appointment.

(53) The quorum of the meeting of AQB shall not be less than four members.

(6) The members of AOB, including the chairman, shall be paid such
remuneration and atlowances as may be notificd by the Federal (Government on the
recommendation of the rominating committce,

(7) A membe-of AOB shall be appointed for an initial term of three years
and shall be eligible fcr reappointment for another non-renewable term of three
¥YCAars.
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(8) The nominating committee shall determine the appointment procedure
and system of performance evaluation of the members of AOB and its constitution
and reconstitution in the following manncr, namely:—

(a)

(b)

(c)

appointment of seven members on first constitution of AOB shall be
made for a term of three vears;

after expiry of threc years on first constitution of AOB, four members
of AOB, selected on random ballot out of the then existing members,
shall continue for further term of three years and the remaining
members shall stand retired and cease to hold the office, provided that
they have completed their first term of three vears; and

any vacancy arising at any time shall be filled in accordance with the -
provisions of this Part for a term of threc years reckening from the
date of the appointment.

(9} Noact, proceeding or decision of AOB shall be invalid by reason only
of the existence of a vacancy in, or defect in the constitution of AOB.

36K. Functions of AOB.—Notwithstanding anything contained in any other
law, AOB shall perform the following functions, namely:—

(a)

(b)

(c)

(d)

(e)

to register audit firms, which carry out or intend 10 carry out audit of
public interest companies in the manner laid down in sub-section (1)
of section 36T,

to deregister audit tirms in the manner laid down in sub-section (2) of
section 36T

to undertake comprehensive review and examination of the QAB work
and independently assess the appropriateness of the quality control
review framework and take such actions as deemed necessary;

1o oversee and review policies, procedures, programs of QAB for
ensuring an effective oversight of quality of audit of public interest
companies and to specify any improvement required in QAB’s policies,
procedures and systems; :

to direct the Institute for making such changes in the quality control
review framework as it considers necessary or expedient for the
purpases of this Part;
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(f) toensure t1at the auditing standards adopted by the Institute conform
to the international standards as issued by International Auditing and
Assurance Board:

{g) to conduct inspections and inquiries in respect of matters related to
this Part and regulaiions made hercunder; and

(h) tocoordinzte with refevant authorities including the Commission. State
Bank of Pukistan and the Institute in formulating and implementing
strategies 1or enhancing the reliability of quality and effectiveness of
audits of p tblic interest companics.

361.. Appointment of employees of AOB.—(1) The AOB may, from
time to, time. empioy persons for AOB who shall be paid such remuneration and
allowances as may be d:termined by AOB.

{(2) There shal be a full time chief executive officer of AOB with functions
as may be prescribed.

36M. Disclosure of interest.—(1) A member of AOB having directly or
indirectly, by himself or through a member of his immediate family, any interest in
any matter directly or indirectly under discussion by AOB shail disclose to the AOB
the fact and naturc of his interest.

(2) A disclosure under sub-section (1) shall be recorded in the minutes of
the meeting of AOB and, after the disclosure, the member having an interest in the
matter

(a) shall neith:r take part nor be present in any deliberation or decision of
AOB;-and

(b) shall be disregarded for the purpose of constituting a quorum of AOB.
(3) Any member of AOB who fails to disclose his intcrest as provided
under sub-section (1) co nmits an offence and shall be liable to be removed therefor

by the Federal Governir ent in accordance with the prescribed procedure.

36N. Disqualification of members.—No person shall be appointed or
continue as a member of AOB if he—

(a) has been convicted of an offence involving moral turpitude;

(b) has been oris adjudged insolvent;
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(¢) is incapable of discharging his duties by reasons of physical,
physiological or mental unfitness and has been so declared by a
registered medical practitioner appointed by the Federal Government;

(d) being a member, absents himself from three consecutive meetings of
- AOB, without leave of AOB;

.{e) fails to disciose any conflict of interest at or within the time provided

for such disclosure by or under this Act or contravenes any of the

* provisions of this Act pertaining to unauthorized disclosure of
mformation; or

(f) is found guilty of misconduct under section 360,
360. Removal, resignation and vacancies.—(1) Subject to sub-section
(2), appointment of any member of AOB may, at any time, be revoked and he may

be removed from his office subject to such procedure as may be specified.

(2) A member of AOB may at any time resign kis office by a written
notice addressed to the chairman of AQB.

(3) The office of a member of AOB shall ipso facto stand vacated if he
dies.

(4) Any vacancy created as a resubt of removal, resignation or death of 2
member of AOB shall be filled on the recommendation of the nominating committee.

36P. Fund of AOB.—(1} For the purposes of this Part, there is hereby
established, a fund to be managed and controlied by AQB in such form and manner
as May be prescribed by regulations.

(2} The fund under sub-section (1) shall consist of—

(a) such sums as the Federal Government may from time o time grant;

(b) voluntary contributions by the stakecholders;

(¢) grants of monies and sums raised or borrowed by AOB for the purposes
of meeting any of its obligations or discharging any of its duties;

(d) fee for registration of the audit firm under this section;

. (e} feeand charge from the public interest company required to be audited
by a registered audit firm;
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{f) earnings trom investments, properties or other assets owned by AOB;
and

(g) any other grant or donations or amount permitted by the Federal
Governmeat,

(3) The fund shall be used for the purposes of AOB’s own affairs and
may also be utilized for the affairs of QAB. :

36Q. Conduct of business of AOB.—AQB shall observe such proccdure.
as may be specificd 1o conduct its business.

36R. Accounts and Audit.—{1} AOB shall keep proper books of accounts
and records in such forn and manner as may be specified.

(2) AOB shall send audited financial statements along with auditors report
for each financial year :0 the Federal Government within such time and in such a
manner as may be specified.

365. Annual report—(1) AOB shall, within six months on the close of its
financial year or such later time as atlowed by the Federal Government, submit to
the Federal Governmen . and publish an annual report including its performance and
future plans and such contents and information as may be prescribed.

(2) AOB shall ensure that the annual report is accompanied by such other
information and statemznts as may be prescribed.

36T. Registration and deregistration of audit firm.—(1) An audit firm
shall be entitled to be reizistercd on the reccommendation of QAB in accordance with
the guality control review framework:

Provided that all the firms having satisfactory rating at the time of
commencement of this Act shall be deemed to be registered.

(2) AOB, on its own motion or on the recommendation of QAB, may
order deregistration of the audit firm from the register maintained under section
36W. For this purpose AOB shall rely on the work and inspections carried out by
QAB or its own inspection.

36U. Inspection and proceedings by AOB.—(1) AOB on a complaint,
suo motu or on reference made by the Commission or State Bank of Pakistan may
conduct inspection of records of QAR, in respect of an audit firm registered under
this Part, to ensure comliance of this Part or regulations made hereunder:
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Provided that, if AOB is not satisfied with the work of QAR. it may directly
conduct inspection of records of audit firm and the public interest company.

(2) For the purposes of sub-section (1), AOB or any person authorized in
this behalf shall have the same powers as are vested in the civil court under the
Caode of Civil Procedure, 1908 (Act V of {908). while trying a suit, in respect of the
following matters, namely:—

(a) discovery and production of books of account and other documents, at
such place and at such time as may be specified;

(b) summoning and enforcing the attendance of persons and examining
- them on oath or affirmation:

(¢) inspection of any books, registers and other documents of any person
referred to in clause (b) at any place;

(d) issuing commissions for examination of witnesses or documents; and
(e) receiving evidence on affidavit.

36V. Appeal to the Court—Any person aggrieved by an order of AOB
may file an appeal before the Court, within sixty days of the order ol AOB.

36W.Register of audit firms.—AOD shall keep and maintain register of
firms authorized to carry out audit of public interest companies in such form and
manner as may be specified.

36X. AOB may seek assistance.—AOB may seek such assistance from
the Commission, State Bank of Pakistan or Institute as it reasonably require for the
performance of its duties and functions under this Part,

36Y. Registration and supervision fees.—AOB shall specify fee for
the registration of auditors of public interest companies, supervision fee for the
public interest companies and such others as specified.

367Z. Pawer to make regulations.—AOB may make regulations for the
purposes of this Part.

36AA. Power to give directions, circulars, code, guidelines etc.—
AOB may issue such directives, circular. code, guidelines or policy statements as it
considers appropriate to carry out the purposcs of this Part.
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36BB. Power to call for information.—-For the purposes of discharging
its functions the AOB shall be empowered to seek such information from QAB,
audit tirms and public interest companics or from any other person. as deemed
necessary by it.

36CC. Penalty, sanctions or revocation of registration.—(1} Subject
to sub-section (2), it an audit firm fails to comply w ith the requirement of this Pantor
any regulations made th ercunder. or if so recommended by the QAR based upon its
findings, AOB may afier providing opportunity of hearing.—

(a) impose penalty which may extend to five million Rupees;
(b) impose following sanctions;

(i) suct audit firm may be barred from engaging itself as auditor of
the public interest companies for a minimum period of six months
or for such higher period not exceeding five years as may be
decided by AOB,; or

(iiy revcke registration and remove name from the register of auditor
of public interest companies;

(¢) reprimanc, issue warnings or such other sanctions as deemed necessary
or apprapriate under the circumstances: or

{d) publish or place its findings of inspections of registered firms on its
website.

(2) The power to impose penalty under sub-section (1) shall be in addition
to the power of'the Conmission to impose penalty or file compliant for prosecution
in respect of an offence specified in any provisions of the Ordinance relating to the

L]
auditors.

(3) AOB shall give opportunity to be heard through show cause notice, to
the registered audit firm prior to imposing any penalty, sanctions or revocation of
registration under this Fart, regulations and give reasons for its decision.”.

22, Substitution of sections 37 and 38, Act XLII of 1997.—In the
said Act. for sections 37 and 38 the following shall be substituted, namely:

“37. Cognizance of offences.—{1) Notwithstanding anything contained
in the Code of Criminal Procedure, 1898 (Act No. V of 1898) but
subject to the administered legistation. no court other than the court of
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38.

(2)

(3)

(4)

sessions shall take cognizance of any offence punishable with
imprisonment or imprisonment in addition of fine under this Act or any
administered legislation, except on a complaint by an officer authorized
in this behalf by the Commission signed by a Commissioner:

Provided that the Federal Government may. in consuitation with
the Chief Justice of the concerned High Court. notify any other court
established under any other law presided by sessions judge or equivalent
to take cognizance of any offences under this Act or any administered
legistation.

Subject ta sub-section (1). in casc of transfer of case from court of
sessions il will not be necessary o recall any witness or record any
evidence anew that may have been recorded and the court to which
the case is transferred shall continue proceedings from the stage before
such transfer.

Prasecution of offences by the Commission.—( 1) Notwithstanding
anything contained in the Code of Criminal Procedure, 1898 (Act V of
1898) all prosecution of offences against any person under this Act or
the administered legislation, shall be conducted by a special pubiic
prosccutor appointed by the Commission:

Provided that special public prosecutor or advocates appointed by
the Commission may institute or defend cases, appeals, petitions,
applications and all other matters before any court including the High
Court and Supreme Court in matiers arising out of eor in relation to
proceedings under this Act or any administered legislation.

On receipt of complaint the court shall issue summons as for the
attendance of the accused in the first instance and on failure of the
accused to appear before the court, warrant of arrest shall be issued
by the court.

The complaint referred in this section shall mean the report in writing
of the investigation olficer stating the facts constituting the offence
along with statements of wilnesses recorded under section 32 and
copies thereof shall be supplicd 10 the accused free of cost before the
commencement of the trial.

Personal attendance of the officer authorized by the Commission to
tile a complaint before the court trying the offence shatl not be required
during the trial procecdings in the presence of special public prosecutor
referred to in sub-section (1).
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(5) The court shall adopt procedure provided for under Chapter XXII-A
of the Code of Criminal Procedure, 1898 (Act V of 1898) in the manner
not inconsistent with the provisions of this Act and all prosecutions
before the court under this Act shall be disposed of and the judgment
pronouncud. as expeditiously as possible,

(6} The hearing of the matters referred to in sub-section (1} shall not be
adjoumed except for sufficient cause to be recorded or for more than
fourteen cays at one time and court may impose such cost as it may
deems [t

(7Y The court may. for reasons 10 be recorded, dispense with any procedure
in the Coce of Criminal Procedure, | 898 (Act V of 1898) and foliow
such procedure as it may deem 1 in the circumstances of the case for
cxpeditiovs disposal of the complaint.™.

23. Ilasertion of scction 38A, Act XL1I of 1997.—In the said Act,
after section 38. substituted as aforesaid, the following new section shall be inserted,
namely:—

“38A. OQOpportanity of hearing to the Commission in stay matters.—
(1)Any court or authority shall, before granting any injunction, whether
temporany or permanent in respect of any action taken or to be taken
by the Commission in pursuance of any power conferred by or under
this Actor iny adiministered legislation or subordinate legislation, provide
opportunity of hearing to the Comunission.

(2) Nosuitor appeal against an order of the Commission or the Appellant
Bench shall be instituted except with prior notice of such proceedings
to the Cotnmission to its head office or regional office, as the case
may be, etther personally or through courier along with
acknowledgement and copy of the petition or appeal.™.

: 24, Amendment in section 40A, Act XLII of 1997.—I1n the said Act,
in section 40A,—

(a) inthe heacing,
(i) for the word “and™ a comma shall be substituted; and

(i} afterthe word “regulations™ a comma and the words *, directives
and notification” shall be inserted:
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(b) insub-section({l)—

(1)

()

(iii)

(iv)

after the word “Any”, occurring first, the words “‘person who
contravenes or fails to comply with any provision of shall be
inserted,

after the figure “40™ the word “or directive or notification issued
under this Act™ shall be inserted; and

for the words “may provide that a contravention thereof shall be
publishabie with a tine™ the words “shall be liable to pay by way
of penalty a sum" shall be substituted; and

for the word “fine”, occurring for the second time, the word
“penalty” shal{ be substituted; '

(¢) in sub-section (2), for the word “fine” the word “penalty™ shall be
substituted.

25. Amendment in section 40B, Act XLII of 1997.—In the said Act,
in scetton 40B, for the words “all laws administered by ™" the words “any administered
legislation™ shall be substituted.

26. Insertion of new section 41A, Act XLIT of 1997 —In the said
Act, after section 41, the following new section shall be inserted, namely:—

“41A. Standard of proof.—(|) Where it is necessary for the Commission to
establish or to be satisfied, for the purposes of this Act or any
administered legisiation, that any person has contravened—

(a)

(b)

(c}

()

any provision of this Act or any administered legislation or
subordinate legislation;

any notice, dircclion or requirement given or made under or
pursuant to any provision of this Act or any administered
legislation:

any of the terins and conditions of a registration granted under
this Act or any licence or registration granted under any
administered legislation:

any other condition imposed under or pursuant to any provision
of this Act or any administered legislation,
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it shall be sufficient fo- the Commission to establish or to be satisfied as to the
matters referred above on the standard of proof applicable 1o civil proceedings in
summary manner in a court of law.™

27. Substitut-on of section 42A, Act XL of 1997.—-In this said Act,

for section 42 A, the following shall be substituted, namcty:

“42A.

28.

“42B.

(2)

Inde¢mnity of the Commission, Chairman, Commissioners,
employees and Member—(1) No suit. prosecutions or any
othe- [egal proceedings or action in damages shail lte against the
Comrmission, Chairman, Commissioners. employecs and Members
for anything done or omission in exercise or performance of any
functions, power or duty conferred or imposed by or under this
Aclorany administered legislation unless the act or omission is
shown, beyond reasonable doubt to have been in bad faith.

A Chairman, Commissioner, employees, consultant, advisers and
Member shall not be sued in their personal capacity for the action
bonifidely taken in their officiat capacity and in case of any such
suit .he Commisston shall hear expenses of the proceeding till its
finai decision.”.

Insertion of new sections 42B, 42C, 42D and 42E, Act XLI of
1997.—1In the said Act after section 42A, substituled as aforesaid, the following
new sections shall be inserted, namely;—

Recovery of penalties.—( 1) Any penalty imposed by the Commission
in the exercise of its powers under this Act or any administered
legislatior orsubordinate legislation, shall be pavable to the Commission
and may be recovered by the Commission as a decree for the payment
of money in case where the person aggrieved by such order has,—

{a)

(b)

prelerred an appeal under section 34 and the Court has upheld
the order of the Commission or the Appellate Bench, it will
autc matically be converted into exccution proceeding and no fresh
notices need to be issued to appellant; or

not yreferved an appeal to the Appellate Bench of the Commission
under section 33 or to the Court under scetion 34 and the Court
on application of the Commission has contirmed and allowed
conversion or initiation of execution proceedings after notices to
tite parties as deem appropriate by the Court.
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(2)

3)

(4}

42C.

The Court shah exercise all the powers of an executing court as provided
in the Code of Civii Procedure, (908 {Act V of 1908), for the purposes
of recovery of penalues: '

Provided that the Court tnay, for reasons to be recorded. dispense
with any procedure in the Code of Civil Procedure, 1908 (Act V of
1908) and follow such procedure as it may deem fit in the circumstances
of the case for expeditious disposal.

The executing Court may attach any immovable property or sale of
any movable property, including bank accounts of the person or
company on whom a penalty has been imposed under this Act or any
administered legislation by the Commission and any transaction or
attempt to alienate, transfer, encumber or mortgage such property

* shall be void, illegal and without any lawful authority.

All government departments, authorities, bodies, private entities, housing
societies or schemes, by whatever name called, banks and any other
concerned entity shall, on the orders of the Court, be bound to assist
the Commission in providing details of moveable or immovable property
of judgment debtor.

in addition to sub-sections (1), (2) and (3) any penalty imposed or
amount Ordered or required to be surrendered or deposited with the
Commission under this Act or an administered legislation may also be
recovered by the Commission as arrears of land revenue.”.

Proof of documents by production of certified copies.—
Notwithstanding anvthing contained in the Code of Criminal Procedure,
1898 ( Act No. V of 1898), Qanun-e-Shahadat Order, 1984 (P.O. 10
of 1984) or any other law,—

(a) any duly certitied copy of extract from any document or record
maintained by the Commission under this Act or any, administerod
legislation shalt be construed as sufficient evidence in any inquiry
or investigation or icgal proceedings before any tribunal, authority
ar court ol law.

(b} noonc shall without the permission of the Commission in writing,
take over or remgpve any original document or register from the
custody of the officer of the Commission maintained under this
Act or any administrated law.
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420,

(2)

3)

4

(5)

42E.

.29
section 43, afier clause (), the following new clause shali be inserted, namely:

“ea)

Cooperaion and assistance to foreign regulatory authorities.—
(1) Notwithstanding anvthing contained in any other law for the time
being infree, the Commission mav, on reciprocal basis, cooperate
with and provide assistance under this Act or any administered
legislation to a forcign regulatory authority or any other international
organizalions with whom the Commission has entered into any
arrangement or agreement or understanding for assisting i any inquiry
or investigation for contravening the laws relating to financial services
of the reqacsting authority.

An assiste nee referred to in sub-section (1) shall include the disclosure
of any information or document {iled with or provided to the Commission

“under this Act or an administered legislation, or any information or

document obfained by the Commisston from any person on the request
of the req 1esting authority.

Such cooveration and assistance may be provided without regard to
the fact that such contravention does not constitute offence under this
Act or amy administered legislation.

The Comimission may request the foreign regulatory body or authority
or entity to seck such mutual legal assistance for carrying out inspection,
inquiry investigation under this Act or any administered legisiation.

Notwithstanding anything contained in Qanun-e-Shahadat Order, 1984
(P.O. 10 0T 1984) all evidence, documents or any material transferred
to Pakistan by foreign entity under this section shall be considered as
cvidence n legal proceedings under this Act or any other law for the
time beiny in foree. '

Power to amend the Schedule.—The Federal Government may, by
notification in the official Gazette, amend the Schedule.”.

Amendment in section 43, Act XLIT of 1997.—In the said Act, in

the Commitssion may, on the mstructions of the Federal Government,
form a committee to initiate disciplinary proceedings against a person
referred to in clause (e} and the Federal Government may take such
disciplinary action as it deem appropriate on the recommendation of
the committee;™ '
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30. Amendment of section 44, Act XLII of 1997.—In the said Act, in
section 44,—

{a) after the word “Act”, occurring for the third time, the words “or any
amendments made in this Act” shall be inserted; and

(b)y after the words “‘commencement date”, the words “or from the date
of any amendments made in this Act”™ shall be inserted.

31. Insertion of new Schedule, Act XLII of 1997.—In the said
Act, after Schedule amended as aforesaid the following new schedulé shall be added,
namely:---

“SCHEDULE I
[see Section 2(1)(aa) and ()|
ADMINISTERED LEGISLATION
I.  Motor Vehicle Act, 1939 (IV of 1939) [chapter VII and section 125);
2. The Securities and Exchange Ordinancé, 1969 (XVII of 1969);

3. The Companies {(Appointment of Legal Advisers) Act, 1974 (X of
1974); :

4. The Modaraba Companies and Modaraba (Floatation and Control)
Ordinance, 1980 (XXXI of 1980);

5. The Companies Ordinance, 1984 (XLVII of 1984);
6. The Central Depositories Act, 1997 (XIX of 1997);
7. The Insurance Ordinance, 2000 (XXX1X of 2000);

8. Stock Exchanges (Corporatization, Demutualization and Integration)
Act, 2012 (XV of 2012); and

9. Securities Act, 2015 (111 of 2015).
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STATEMENT OF OBJECTS & REASONS

The proposec Securities and Exchange Commission of Pakistan
{Amendment) Bill, 2016 intends to amend the Securitics and Exchange Commission
of Pakistan Act, 1997 (X L1l of 1997} keeping in view the rapid and extensive changes
in the jurisdiction and changing corporate structure of Securities and Exchange
Commission of Pakistan. SECP feels that there is a need to amend the Securities
and Exchange Commission of Pakistan Act, 1997 (XLIl of 1997) to further enhance
its functions and to enable it to act as integrated regulator. Accordingly, SECP has
drafted the proposed Bill to efTectively regulate all the sectors regulated by it.

SENATOR MOHAMMAL [SHAQ DAR,
Minister for Finance, Revenue,
Economic Affairs, Statistics and

Privatization.

ANNEX-B
[As ReporiED By THE STANDING COMMIITEE]
A
BiLL

further to amend the Securities and Exchange Commission of
Pakistan Act, 1997

WHEREAS it is expedient further to amend the Securities and Exchange
Commission of Pakistan Act, 1997 (XLII of 1997} for the purposes hereinafter

appearing;
It is hereby enacted as follows:—

1. Short title and commencement.—{1) This Acl may be called the
Sccurities and Exchang: Commission of Pakistan (Amendment) Act. 2016.

{2) ltshall come into force at onge,

2. Amendment of section 2, Act XLII of 1997.—In the Securities
and Exchange Commission of Pakistan Act, 1997, hercinafier called the said Act,—

{a) insection 2—
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(i) the existing provision of section 2 shall be numbered as
sub-section {1) thereof;

(i) In sub-section (1), numbered as aforesaid, after clause (a), the
following new ciause shall be added, namely.—

“(aa) “administered legislation™ means the legislation administered
by the Commission as specified in the Schedule I;™;

(i} i clause (d), afier the word “Commission™ the words *and
inciudes the Acting Chairnman shall be inserted,

(iv) forclause (f), the following shall be substituted, namely:—

“(f) “clearing house” means a company that is licensed by the
Commission as a clearing house;”;

(v) inclause (i),-

(i) for the words “Board” the words “Commission or the
Board™ shall be substituted; and

(I1) for the expression “section 157 the words “this Act” shall
be substituted;

(vi} after clause (i}, amended as aforesaid, the following new clause
shall be inserted, namely:—

“(ia} “Court” means the Company Bench of a High Court as
+ provided in sections 7 and 8 of the Companies Ordinance,
1984 ( XLVII of 1984 });

{vi) after clause (j), the following new clause shall be inserted,
namely:

“(a) *“document” includes any information recorded in any form,
including documents or statement of accounts in respect of
customers maintained by financial institution, through modem
electronic devices or techniques and data or information
recorded in any legible form;”;

(viiiy  after clause (k), the following new clauses shall be inserted,
namely.—
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“(kay “financial services™ mean all services provided by regulated
persons under this Act or any administered legislation, but
shall not include any senvice exclusively regulated by the
State Bank of Pakistan:

(kb)Y “financial services market™ mean all markets in which
financial services are provided and includes the capital
market and the insurance market;™;

(ix) after clause (p). the following new clauses shall be inserted,
namely:—

“(pa) “regulated activity™ means any activity which is required
to be registered with or licensed by the Commission under
this Act or any administered legislation;

{pb) “regulated person™ means a person or entity licensed or
registered under this Act or any administered legislation to
carry on or engage in a regulated activity not being an
institution ¢xclusively regulated by the State Bank of
Pakistan;™;

(x) inclause {g), the word “and™ shall be omitted;™;

(xi} in clause {r). for full stop a semicolon shall be substituted and
thercafter the following new clauses shall be added, namely:—

“{s) “Schedule™ means schedule annexed to this Act;

(t) “self regulatory organization™ means an entity connected
with financial services market and registered by the
Commission under this Act for the purpose of regulating
the operations, standards of practice and business conduct
of its members and their representatives with a view to
promote protection of investors and the public interest:

{u} “specified” mcans specified by the Commission through
reguiations made under this Act;

(v} “subordinate legislation™ means any rules or regulations
made under this Act or any administered legislation; and

(w) “'systemic risk” means the risks, including potential,
emerging and systemic risks in financial services market,
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entities, infrastructure, products and activities which may
impact the ability of the Commission to fulfil its regulatory
responsibilities provided in this Act.™ and

(b) after sub-section (1), numbered and amended as aforesaid, the
following new sub-section shall be added, namely:—

*(2) Unless the context requires otherwise, the words and expressions
used in this Act but not defined herein shall have the same
meaning as assigned to them under the administered
legislations.™.

3.  Amendment of section 3, Act XLII of 1997.—In the said Act, in
section 3, atter sub-section (2), the following new sub-section shall be added,
namely:— :

~(3) The Commission shall be administratively, financially and functionaily
independent and the Federal Government shall use its best efforts to
promote, cnhance and maintain independence of the Commission.”™.

4. Insertion of section 6A, Act XLII of 1997.—I[n the said Act, after
section 6, the following new section shall be inserted, namely:—

“6A. The Acting Chairman.—At any time when position of the Chairman
is vacant or the Chairman is unable to perfarm his functions due to
any cause, the Federal Government shall appoint senior most
Commissioner of the Commission to be the Acting Chairman of the
Commission until appointment of the Chairman on a reguiar basis:

Provided that the Federal Government shall ensure the appointment
" of Chairman on regular basis within bundred and twenty days from
the date the post of Chairman fell vacant.™.

5, Amendment of section 10, Act XLII of 1997.—In the said Act, in
section 10, in sub-section (1). after the word “powers”, the words “under this Act or
any administered legislation™ shalt be inserted. '

6. Insertion of new section 11A, Act of XLII of 1997.—In the said
Act. after section 11, the following new section shall be inserted, namely:—

“11A. Committees of the Commission.—The Commission may constitute
committees, consultative group, task force etc., as it considers necessary
or expedicnt to assist it in performance of its functions under this Act
or any administered legislation.™.
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7. Amendment of section 12, Act XLII of 1997.—In the said Act—

(a} in sub-seztion (1), fer the word “nine™ the word “cleven™ shall be
substituted:;

(b) insub-section (2}, in clause {b),—
(i} for he word “four” the word “'six™ shall be substituted;

(i) for he fuH stop at the end a full colon shall be substituted and
thereafter the following proviso shall be inserted, namely:—

“Provided that the Federal Goverament shall ensurc the
appointment of private sector member of the Board within
hundred and twenty days from the date of such vacancy in the
Boerd.”;

{¢) insub-section 3,—
(i) for -he colon a full stop shall be substituted; and

(i} the proviso shall be omitted.

8. Amendntent of section 13, Act XLII of 1997.—In this said Act, in
section 13,in sub-section (2}, for the word “four” the word “five™ shall be substituted.

9. Amendment of section 20, Act XLII of 1997.—In the said Act, in
section 20—

(a) insub-section (1), after the word “Act”, the words “or any administered
legislation” shall be inserted:

(b} insub-se:tion (4),—

{i) in clause (d), for the words securities markets™ the words
“financial services market” shall be substituted;

(i) after clause (f), the following new clauses shall be inserted,
namely.—

“(fa) establishing and regulating entities for the protection of
investors;
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(fb) promoting. encouraging and enforcing proper conduct,
competence and integrity of regulated persons;

(fc) proposingregulations for disclosure of information in public
interest.”;

(ii) in clause (g), for the words “securities markets” the words
“financial services market™ shall be substituted;

(iv) in clause (h}, for the words “of securities markets™ the words
“operating in the financial services market” shall be substituted;

(v) inclause (i),—

{A) after the word “conducting”, the words “inspections and™
shall be inserted; and

(B) forthe words “the Ordinance” the words “any administered
legislation” shall be substituted,

(vi) after clause (i). amended as aforesaid, the following new clause
shall be added, namely:—

“(ia)} ensuring development of a sound regulatory framework to
counter and suppress illegal, improper and unfair practices
in financial services market and other sectors regulated by
the Commission;”;

(vii) in clause (k}), for the words “securities market™, the words
“financial services market”™ shall be substituted;

(viii} for clause (1), the following new clause shall be substituted,
namely.—

“(1} considering and suggesting reforms relating to the financial
services market, regulated persons, companies and bodies
corporate, including changes to the constitution, rules and
regulations of companies and bodies corporate, securities
exchanges or clearing houses;”;

(ix) in clause {m), for the words ** capital market and the corporate
sector” the words “financial services market and other sector
regulated by the Commission™ shall be substituted;
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(x) inclause{o),—

{A) the expression “Authority. including any powers of the”
shall be omitted,;

(B) for the expression “Authority” appearing for the second
time the word “Commission™ shall be substituted;

(C) after the word “force™ the expression “or any other faw
which may be made after commencement of this Act,”
shall be inserted: and

(D) for the expression ~“Authority including. but not limited to,
the functions and powers set out in the Schedule to this
Act”, the word “Commission™ shall be substituted;

(xi) in¢lause(v), the word “and”, occurring at the end, shall be omitted;
anc

(xit) forclause (w), the following shall be substituted, namely:—

(W) to control and minimize misconduct, market abuse and
financial crime in the financial services market and other
sectors regulated by Commission;”;

{xiii} aficr clause (w), substituted as aforesaid, the follpwing new
clauses shall be added, namely:—

“(x} forregulating and facilitating the growth of Shariah compliant
-financial products in the financial services market except
the financial products regulated by the State Bank of
Pakistan;

(¥) to identify and address the factors resulting in systemic
risk in the markets regulated by the Commission;

(#) to regulate and facilitate healthy growth of the corporate
sector {private and public), and to promote good corporate
governance for development of efficient management and
prudent financial practices;

(za) establishing a foundatiom or fund to provide for welfare
support and facilities to the employees whether serving or
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retired and their families and to create, establish, organize
and assist in the social and cultural activities;

(zb) to regulate financial services market to ensure that they
function n a fair, efficient, transparent and orderly manner,
and

(zc) performing any other functions entrusted to the Commission
by the Federal Governiment from time to time.”; and

{c) insub-section (6},—

(i) in clauses (a) and (b), for the words “securities markets” the
words “financial services market” shall be substituted;

(i)  after clause (b), amended as aforesaid, the fdllowing new clause
shall be inseried, namely;—

“(ba) to create awareness among investors and to provide an
appropriate degree of protection for investors, having regard
to the general principie that investors should take
responsibility for their decisions; and '

(i)  inclavse (g), for the expression “the Act, Ordinance, the Law of
Insurance™ the expression “this Act, any administered legislation™
shall be substituted.

10. Amendment of section 23, Act XLII of 1997.—In the said Act, in
section 23,---

(a) insub-section (2),—
(i) inclause{c), the word “‘and”, occurring at the end, shall be omitted:

(ii) in clause (d), for full stop at the end, a semicolon and the word
“and” shail be substituted; and

(ii) after clause (d), amended as aforesaid, the following new clause
shall be added, namely:—

*“{e) any other sources as may be notified by the Federal
Govemment.”; and
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(b) insub-section (3), after the word ““Act” the words “or any administered
legislation™ shall be inserted.

1. Amendment of section 24, Act XLII of 1997.—In the said Act, in
~ section 24,—

{a)} in sub-seciion (1), in clause {e), after the word “Act”, the words
“or any adininistered fegislation” shall be inserted; and

(b) in sub-sec.ion (3A),after the word “expenditure”, occurring for the
first time, the words “including budgeted capital expenditure™ shall be
inserted.

i2. Amendmcnt of PART VIII, Act XLII of 1997.—In the said Act, in
PART VI, for the heading, “ENFORCEMENT AND INVESTIGATION" the
heading “INSPECTION, INVESTIGATION AND ENFORCEMENT” shall be
substituted.

13. Insertion of section 28A, Act XLII of 1997.—In the said Act,
after section 28, the follcwing new section shallbe inserted, namely:—

“28A. Imspection.—1) For the purpose of ascertaining whether a person
who is, or at any time has been, a regulated person is complying with
or has com plied with any provision or requirement of this Act or any
administerad legislation, or the terms and conditions of licence or
registration, the Commission may from time to time inspect any record
or document relating to any regulated activity.

(2} The Comniission may authorize in writing one or more of its employees
to exercise the powers of the Commission under this section.

(3) Inthe exer:ise of his powers under this section, an authorized person
may---

- {a) require the regulated person, or any concerned person, whom he
believes is in possession of or has under his control any record or
docu nent referred 1o in sub-section (1), to produce that record
or dozument befgre him;:

(b) make inquiries ot a regulated person. or any other person whom
Ie has reasonable cause to believe has information relating to
any record or document referred to in sub-section 1), concerning
any such record or document or conceming any transaction or
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4)

14.

activity which was undertaken in the course of, or which may
atfect, the business conducted by the regulated person; and

(¢} inspect and make copics of, or take extracts from, and where
necessary take possession of, such documents,

For the purpose of an inspection under this section, the regulated person
or other person mentioned in sub-section (3) shall afford an authorized
person access to the records or documents as may be required for the
inspection and shall produce before the authorized person such records
or documents as may be required.

Any person who, without reasonable excuse, fails fo comply with a
requirement imposed on him by an authorized person under sub-section
(3) commits an offence under this Act and shall be punishable with
imprisonment of either description which may extend to three years or
with fine which may extend to two hundred million rupees or with
both.™.

Substitution of section 29, Act XLII of 1997.—In the said Act,

tor section 29,the following shall be substituted, namely:—

“29,

Investigation and proceedings by the Commission—1)}Where
the Commission, either on its own motion or on the basis of any
information received, authorize one or more of its employees or one or
more other persons to investigate, whether—

(a} anoffence or a contravention has been committed by any person
under this Act or any administered legislation or a subordinate
legislation;

(b) a regulated person has been engaged in committing fraud,
misfeasance or other misconduct in carrying on a regulated
activity: or

(¢) themannerin which a regulated person has engaged or is engaging
in his regulated activity is not in the interest of the financial services
market or investors, and submit an investigation report thereof to
the Commission, the Commission shall praceed in the matter in
accordance with the provisions of the Act and the administered
legisiation:



1849(68)

THE GAZETTE OF PAKISTAN, EXTRA., MAY 14, 2016 [Part Il

(2)

3

Provided that where any special procedure regarding investigation
or inquiry is provided in the administered legislation the Commission
may adop such special procedure in addition to the procedure provided
in this Ac.

Any concerned person, who is reasonably believed or suspected by
the investigator to have in his possession or under his control any
record or document which contains or which is likely to contain
information relevant to an investigation under this section or who is
believed or suspected of otherwise having such information in his
possession or under his control, shali —

{a) produce to the investigator, within such time and at such place as
the :nvestigator requires in writing, any record or document
specified by the investigator which is, or may be, relevant to the
investigation and which is in his possession or under his control,

(b} ifrequired by the investigator give the investigator an explanation
for or further particulars of any record or document produced
under clause (a);

{c) appear before the investigator at such time and at such place as
the iavestigator requires in writing and answer truthfully and to
the test of his ability any question relating to the matters under
inve tigation as the investigator may put to him, whether oraily
or in writing; and

(d) provide to the investigator all assistance in connection with the
investigation which he is reasonably able to give.

Any perscn who without reasonable cause fails to—

(a) produce any record or document required to be produced under
claure (a) of sub-section (2);

(b) give an explanation or further particulars as required under clause
{b} of sub-section (2);

{(c) appear before the investigator as required under clause (c) of
sub-section (2);

{d) answer aquestion put to him by the investigator under clause (c)
of sub-section (2) or in answering the question says anything
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which he knows to be false or misleading in 2 material particular
or who in so answering recklessly makes a (alsc statement; or

(e) comply with clause (d) of sub-section (2),

commits an offence under this Act and shall be punishable with imprisonment
of either description which may extend to three years or with fine which may extend
to two hundred million rupees or with both.,

(4) The Commission may, for the purposes of investigation under this Act
or any administered legislation, also seek assistance of any other investigating
agencies, bureau, local police and administration, statutory bodies, banks and other
relevant entity, who shall provide such assistance to the Commission.”.

15. Amendment of section 30, Act XLII of 1997.—In the said Act, in
section 30,—

(a) insub-section (1),

(i) for the words “any two Commissioners” the word “a
Commissioner, or an officer, authorized in this behalf™ shall be
substituted:

(i} in ¢clause (b),for the words “or the Ordinance” the words “any
administered legislation” shall be substituted;”; and

(b} after sub-section (1), amended as aforesaid, the following new
sub-sections shall be inserted, namely:—

“(1A) The investigator shall, for the purposes of investigations, have
the same powers as are vested in a civil court under the Code of
Civil Procedure, 1908 (Act V of 1908), while trying suit in respect
of the following matters, namely:—

{a) summoning and enforcing the attendance of any witness
and examining him on oath or affirmation;

(b) compelling the discovery or production of any document,
record or other material object;

{c) receiving evidence on affidavit; and

(d) issuing commissions for the examination of witnesses and
documents.
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(1B)

(1C)

(1D)

In addition to sub-section (3), any person who contravenes the
reauirements of clause (2), (b) and {c) of sub-section (1A), the
investigator may, after prior written approval of the Commission,
make an application to the Court for attachment of property,
both movable and immovable, or require him to furnish security
for his appearance or any other order as the Court deems
appropriate and necessary and in addition, the Commission may
pass any order under Chapter XIA on a report of the investigation
officer. :

Notwithstanding anything contained in Qanun-e-Shahadat Order,
1934 (P.O. 10 of 1984) alt evidence collected though modern
ele:tronic devices and such other techniques shall be admissible
in the court of law.

Any proceeding before the investigator shall be deemed to be a
judicial proceeding within the meaning of sections 193 and 228
of the Pakistan Penal Code, 1860 {Act XLV of 1860) and in
case of any contravention thereof the Commission may file a
complaint in the Court of Sessions.™.

16. Amendment of section 31, Act XLII of 1997.—1n the said Act, in

section31,—

(a) in sub-s:ction (1), after the word “necessary”, the words “in such
form and manner as may be prescribed by the Federal Government
through -ules” shall be inserted; and

{b) in sub-section (2),for the word “any two Commissioners™ the words
“a Comniissioner authorized in this behalf ™ shall be substituted.

i7. Insertion of section 31A, Act XLII of 1997.—In the said Act,
after section 31, amen:ded as afore_said, the following new section shall be inserted,

namely:—

“31A. Power of the Commission to call for information.—
(1)Notwithstanding anything contained in any other law, the Commisston or authorized
investigating officer may, by notice in writing, require any person including financial
institution to furnish it with such documents or information as it may require during
the course of inquiry, i1spection or investigation under this Act or any administered
legislation within sucl time and verified in such manner as it may specity.
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(2) The duty to supply information under this section applies notwithstanding
any other enactment or law in Pakistan including Banking Companies Ordinance,
1962 (LXI1I of 1962). '

(3) Any person who refuses to provide information required by the
Comumission under sub-section (1) shall be guilty of an offence and shall be liable on
conviction to a fine which may extend to one miliion rupees or to imprisonment for a
term not exceeding three years, or with both.”.

{8 Insertion of section 32B, Act XLII of 1997.—In the said Act,
after section 32A, the following new section shall be inserted, namely:~—

“32B. Review.—(1)Any order passed by the Commission shail be subject
to review by the Commission on its own motion or on application made to it within
thirty days from the date of such order.

(2) Any person aggrieved by an order of the Appellate Bench from which
an appeal is allowed under section 34 but no appeal has been preferred, may file an
application for review within thirty days from the date of such order.”.

19. Amendment of section 33, Act XLII of 1997.—In the said Act, in
section 33, after sub-section (3),the following new sub-section(3A}) shall be inserted,
namely: -

“(3A) Any clerical or arthematic mistakes in an order or error arising therein
from any accidental slip or bmission may at any time be corrected by
the Appellate Bench on its own motion or on an application made to it

by any party.”.
20. Amendment of section 34, Act XLII of 1997.—In the said Act, in
section 34—
(a) in sub-section (1), after the word *Bench™, the words “or order made

under sub-section (2} of section 32B” shall be inserted; and

(b) afier sub-section (2), the following new sub-sections shail be inserted,
" namely:—

“(3) The Court may, on an appeal made to it under sub-section (1),
accept, set aside or vary the order referred to in sub-section (1)
or make such other order as the interest of justice require.

(4) The Court shall at the stage of admission of an appeal, or at any
time thereafter on application of the aggrieved person with due
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notice to the parties, decide by means of a reasoned order whether
the zppeal is to be admitted in part or in whole depending on the
facts and circumstances of the case:

Provided that the admission of the appeal shall not per se
operate as a stay and nor shall any stay be granted therein unless
the (Commission has been given an opportunity of being heard.

(5} Notwithstanding anything contained in any other law, the hearing
of aapeal may continue day to day, unless sufficient cause has
shown by the parties jointly or severally which is beyond the
control of the parties, the Court may adjourn the hearing for
maximum of two dates and such adjournment may not be more
than fifteen days at any one time or for more than thirty days in
alt”

21. Insertion of PART IXA, IXB and IXC Act XLII of 1997.—In the
said Act, afier PART IX, the following new PARTS 1 XA, [XB, IXC and correspondlng
sections thereunder shall be inserted, namely:—

“Parr IXA
POWERS OF INTERVENTION BY COMMISSION

36A. Scope of powers under this Part.—(1) The powcrs conferred on
the Commission under this Part may be exefcised in relation to any regulated person
if it appears to the Commission that—

(a) the exerc se of the powers is desirable for the protection of investors
or is in the interest of the financial services market; or

(b) aregulated person is not a fit and proper person; or

(¢) a regulatzd person has contravened or failed to comply with any
provision of or any requirement under this Act or any administered
legislation or, i purported compliance with any such provision or
requircmeant, has furnished the Commission with information that is
false, inaccurate or misleading.

(2) Inexercicing the powers conferred by this section or scction 36B, the
Commission may be encitled to rely on the findings of an inspection conducted under
section 28A or the content of any report of inve su;:,atmg officer received under
section 29,
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(3) The powers conferred on the Commission by this Part may be exercised
in relation to a person whose registration or license has been suspended or revoked
or has expired whether or not the suspension or revocation is the subject of appeal.

36B. Restriction of business.—{1) For the purposes of section 36A, the
Commission may prohibit a regulated person from doing any one or more of the
following, namely:- --

(a) entering into transactions

{1} ofa specified description or other than of a specified description;
or

(i) -in specified circumstances or other than in specified
circumstances; or

(iii) to a specified extent or other than to a specificd extent;

(b) soliciting business from persons of a specified description or from
persons other than of a specitied description; or

{c) carrying on business in a specified manner or other than in a specified
manner.

(2) A prohibition under this section may relate to transactions entered into
in connection with or for the purposes of the regulated activity or to other business
that is carried on in connection with or for the purposes of any such regulated
activity.

Parr 1IXB

SELF REGULATORY ORGANIZATION

36C. Sclf-regulatory organizations.—A person who wishes to carry on
activitics as self-regulatory organization may apply to the Commission for registration
and the Commission may, where it deems appropriate in the public interest or for the
protection of investors, register any cntity as a self-rcgulatory organization in such
form and manner and subject to such tenms and conditions as may be specified
including but not limited to following, namely:—

(a) it is a company licensed by the Commission under section 42 of the
Ordinance:
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(b)

(c)

(d)

(e)

8y

(g)

(h)

it has specified in its memorandum of association as its main objects
the discha-ging of functions of scif-regulatory organization;

it has necassary infrastructure, adequate office space, equipments,
experienced man power and technical aspects, financial resources,
policies, p ocedures, systems and controls to eftectively and efticiently
discharge its functions and responsibilities:

its directos and senior management officials fulfill the fit and proper
criteria as may be specified; —

T

at-least on:-half of the number of its dircetors are independent directors
and in order to determine the independent status of a director, the
requirements prescribed in the code of corporat: governance as
specified by the Commission from time to time shall be foHowed;

the chainr.an of the board of directors of that company shall always

_ be an independent director;

ithas paid up capital net of Josses of notvess than such amount as may
be specificd; and

any other conditions as may be specified.

Explanation.—|-or the purpose of this section, scnior management officials
shall inciude, chief executive officer or managing director, deputy managing director
or chief operating officer and chicf regulatory officer or holder of such position by
whatever name catled,

36D. Registration of a self-regulatory organizations.—(1) The
application for registration as a self-regulatory organization shall be made in such
formi and manner and subject to such fee as may be specified.

{2) Upon reccipt of application under sub-section (1), the Commission
may grant certificate of registration after making such inquiries and after obtaining
such information as it considers necessary, including but not limited to the following,

namely——
(a)
(b)

applicant fulfills the eligibility criteria;

applicant has the ability to efficiently handle its functions as self-regulatory
organizatien and its obligations under this Act and regulations made by
the Comm ssion;
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(c)

(c)

3}

the regulations of the applicant contain satisfactory provisions for the
matters specified in this section;

it shall be in the interest of financial services market and the public to
grant registration to the applicant; and '

any other condition as may be specified.

The certificate of registration as self-regulatory organization shatl be

valid fora periad of five years and may be renewed by the Commission subject to
fulfillment of such conditions as may be specified.

(4} Self-regulatory organization shall be responsible to perform the
functions which may include any or all of the following, namely:—

(a)

(b}

(c)

(d})

(e}

(f)
(5)
(a)

)

(c)

effective training and education of the members of self-regulatory
organization and investors in general;

conducting examinations and providing certifications to its members
and investors (n general;

providing research and development assistance to its members and
investors in general,

conducting the grading of its members with respect lo their compliance
with the applicable law and other norms as may be specified;

providing information to the investors regarding general and specific
risks of financial services market, information pertaining to its membets

ane! other information useful for taking informed investment decisions
and protecting the interest of investors; and '

anv other functions as may be specified.
It shall be responsibility of the self-regulatory organization to—

specify code of conduct for its members and take measures for ensuring
conapliance thereof;

implement mechanism for monitoring and supervising activities of its
rirembers and ensuring compliance with applicable laws;

implement mechanism for inspection of its members on regular basis;
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(d) take disciplinary action against its members in cases of violation of
code of conduct and other applicable taw;

(e} treai all its members in an eguitable manner and must ensure that no
member gains unfair advantage to other member as a result of oversight
activities o “self-regulatory organization;

(£ promptly itform the Commission regarding any non-compliance of
laws by its members;

(g) act in good faith and take measures to avoid conflict of interest in
conduct of its duties and tunctions;

(h) submit aprual report to the Commission which shall contain such
information as may be specified;

(i) comply wth all the requirements of this Act, regulations made
thereunder and directions given by the Commission trom time to time;

() comply wth the code of corporate governance specified by the
Commission;

(k) submit periedical returns to the Commission in the manner and
frequency specified;

() provide su:h assistance to the Commission as and when required,
including the furnishing of such returns and the provision of such
information relating to its operations or required under this Act or any
administered legislation and applicable rules and regulations, directions,
notificatior s, etc.; :

{m) extend full zooperation to the Commission in relation to any inspection
or investigution against its members and in ensuring compliance with
the law by its members; and

(n) perform su:h other duties and responsibilities as may be specified.

36E. Regulations of self-regulatory organization—(}) Self-regulatory
organization shall make raguiations subject to prior approval of the Commission and
such regulations shall cor tain following provisions, amongst others.—

(a) forthe protection of investors:

(b) for manner of admission of ifs membhers;
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(c)
(d)

(¢}

H

(2)

(h)

(i}

)

(k)

()

{m}

(m)

(0)

(p)

code of conduct for the members:
for monitor conduct of its members;

relating to discipline of a member who contravencs its reguiations or
the provisions of this Act or any administered legislation and may provide
for fine, suspension, expulsion, timitation of activities, functions or
operations;

for specifving the procedure for disciplinary proceedings:

right of appeal of member of self-rcgulatory organization against any
disciplinary action by the self-regulatory organization including manner
and procedures in connection therewith;

for preventing fraudulent, deceptive and manipulative acts and practices
and promoting fair trading practices;

obligation of members to provide information 1o the self-regulatory
organization in the manner and frequency specified;

manner and frequency of submission of returns and information to the
self-regulatary organization by its members;

arbitration mechanism in relation to any dispute between its members
or between members and their clients;

for maintenance of books and records by the self-regulatory
organization;

criteria for appointment of auditors of self-regulatory organization and
the content of audit report;

for confidentiality of information available with the self-regulatory
organization and its officers;

for inspection of members including audit by independent avditors to
determine compliance with the law and provide opinion on such matters
as may be specified;

for fair lreatment to its members and any person who applies for
membership: and
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(g) any othe- matters as may be specified.

(2) The Commission may approve regulations of sclf-regulatory
organization with or w thout modiftcation or on its own motion, make or amend the
regwlations after giving. due notice to the self-regulatory organization.

(3) The Commuission may. by notice in writing served on a self-regulatory
- organization, require il to—

{(a) make reg tlations specified in the rotice within the period specified; or

(b) amend regulations referred to in the notice in the manner and within
the period specified in the notice.

(4) Where th2 Commission is satisfied that a self-regulatory organization
has not complied with ¢ requirement referred to in sub-section (3) within the period
specified in the notice, the Commission may make or amend the regulations and the
regulations so made or amended shall be deemed to have been made or amended by
the self-regulatory organization and shall have cffect accordingly.

(5) Self-regulatory organization shall only admit the regulated persons which
are granted a licence by 1he Commission or which are registered with the Commission
under the laws administered by the Commission:

Provided that the Commission may declare a class of persons connected
with the financial services market who may be admitted by a self-regulatory
organization as its members.

36F. Maintenunce and inspection of records.—(1) A self-regulatory
organization shall—

(a) make and maintain such records in such form and manner and for
such pericd as may be specified;

(b) file with the Commission any report specified by the Commission in
the form znd manner as may be specified; and

(¢) appoint auditor with the prior approval of the Commission to express
opinion on such matters as may be specified.

(2) The Comniission may in writing at any time appoint one or more persons
10—
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(a)

(b)

3ah

inspect books of accounts, other records and documents of the seli-
regulatory organization or its members and the self-regulatory
organization or the member. as the case may be, shall extend full
cooperation to the persons so appointed by the Commission and produce
all accounts, records and documents as may be required by person so
appointed; and '

prepare such financial or other reports as the Commission requires,

Powers of the Commission to issue directions to self-regulatory

organization.—(1) Without prejudice to the powers conferred by section 40B the

Commission

may issue directions to self-regulatory organization of a generat or

specitic nature where the Commission considers it necessary or expedient, in the
public interest or for the protection of investors or in the interest of financial services

market,

(2)

Where the self-regulatory organization contravenes any provision of

this Act or any administered legislation or any ritles or regulations made thereunder
or fails to comply with any direction of the Commission, the Commission may, after
providing a reasonable opportunity of being heard —

(a)

(b)

{c)

36H.

(a)

(b)

remnove the chief executive officer, any director or officer of the self-
regulatory organization from office; '

impose a penalty of such sum which may extend to fifty million rupees:
or

suspend or cancel the registration of the self-regulatory organization.
Part IXC
AUDIT OVERSIGHT BOARD

Definitions.—In this Part,—

“auditor” means a chartered accountant within the meaning of
Chariered Accountants Ordinance, 1961 (X of 1961) being a person
qualified to be appointed as auditor of a company under section 253 of
the Ordinance;

-audit firin”™ means a finm of chartered accountants in practice organized

as partnership under the Parinership Act, 1932 (1X of 1932) or a sole
proprictary firm being an auditor;
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(c) raudit cversight board” or “AOD™ means the independent audit
oversigt t board established under section 36[;

(d) ‘“‘employee” means any officer or employee of AOB;

(c) “fund” rieans fund established under this Part;

(f) “Institute” means the Institute of Chartered Accountants of Pakistan
established under the Chartered Accountants Ordinance, 1961 (X of
1961);

(g) “member AOB™ means the member of AOB;

(h) “pominating committee™ means committee comprising following
ex-officin members, namely: —

(i) Secretary to the Government of Pakistan, Finance Division;
(ii) the Chairman of the Commtission;
(i) the President of the Institute;
(iv) the Govemor State Bank of Pakistan; and
(v) on2 member to be co-opted by the ex-officic members;

() “‘public nterest company™ means such company or body corporate as
may be notified by the Commission;

() “quality assurance board” or “QAB” means the quality assurance
board constituted by the Institute;

(k) “registe-ed audit firm” means an audit firm registered with AOB; and

() “specifiad” means specified through regulations made under scction

36Z.

361. Establishment of AOB.—(1) There is hereby established an
independent audit oversight board to function in the public interest.

(2} AOB shall have perpetual succession and common seal and can sue
and be sued in its own name.
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(3) AORB shall perform such functions as assigned to it under this Part
and shall have all powers incidental and ancillary thereto.

-5). Members of AOB.—{(1) AOB shall comprisc seven members
including its chairman.

(2) The members and the chairman of AOB shall be appointed by the
Federal GGovernment on the recommendation of the nominating committee.

(3) A member AOB shall be a person who possesses relevant qualification
such as a degree, recognized by the Higher Education Commission, in accountancy,
business, finance, law or economics and experience of audit, regulation of auditors
or corporate law or having been on the board of directors or in the senior inanagement
of public interest companies.

(4) The nominating committee shall formulate procedures for selection of
members following due process, including interviews of the potential candidates,
before recommending them to the Federal Government for appointment.

(5) The quorum of the meeting of AOB shall not be less than four members.

(6) The members of AOB, including the chairman, shall be paid such
remuneration and allowances as may be notified by the Federal Government on the
recommendation of the nominating committee.

{(7) A member of AOB shall be appointed for an initial term of three years
and shall be eligible for reappointment for another non-renewable term of three

years.

(8) The nominating committee shall determine the appointment procedure
and system of performance evaluation of the members of AOB and its constitution
and reconstitution in the following manner, namely:—

(a) appointment of seven members on first constitution of AOB shall be
made for a term of three years;

(b} after expiry of three years on first constitution of AOB, four members
of AOB, selected on random ballot out of the then existing members,
shall continue for further term of three years and (he remaining
members shall stand retired and cease to hold the office, provided that
they have completed their first term of three years; and
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(c)

9

any vacancy arising at any time shall be filled in accordance with the
provisions of this Part for a term of three vears reckoning from the

date of the appointment.
Lad

-

No act, ptoceeding or decision of AOB shall be invalid by reason only

of the existence of a vacancy in, or defect in the constitution of AOB.

36K. Functions of AQOB.—Notwithstanding anything contained in any other
faw, AOB shall perform: the following functions, namely;

(a)

(®)

(<)

(d)

(e)
()

(g)

(h)

to registe - audit firms, which carry out or intend to carry out audit of
public interest companies in the manner laid down in sub-section (1)
of sectior 36T;

to deregister audit firms in the manner laid down in sub-section (2) of
section 36T

to undertz ke comprehensive review and examination of the QAB work
and independently assess the appropriateness of the quality control
review framework and take such actions as deemed necessary;

to oversee and review policies, procedures, programs of QAB for
ensuring an cffective oversight of quality of audit of public interest
companivs and to spectfy any improvement required in QAB’s policies,
procedures and systems;

to direct the Institute for making such changes in the quality control
review framework as it considers necessary or expedient for the
purposes of this Part;

to ensure that the auditing standards adopted by the Institute conform
to the intemational standards as issved by International Auditing and
Assuranc: Board:

to conduct inspections and inquirics in respect of matters related to
this Part and regulations made hereunder; and

to coordinate with relevant authoritics including the Commission, State
Bank of P'akistan and the Institute in formulating and implementing
strategies for enhancing the reliability of quality and effectiveness of
audits of public interest companies.
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36L.. Appointment of employees of AOB.—(1) The AOB may, from
time to time, employ persons for AOB who shall be paid such remuneration and
allowances as may be determined by AOB.

{2) There shall be a full titne chief executive officer of AOB with functions
as may be prescribed. :

36M. Disclosure of interest.—(1} A member of AOB having directly or
indirectly, by himself or through a member of his immediate family, any interest in
any matter directly or indirectly under discussion by AOB shall disclose to the AOB
the fact and nature of his interest.

(2) Adisclosure under sub-section (1) shall be recorded in the minutes of
the meeting of AOB and, after the disclosure, the member having an interest in the
matter—

(a) shall neither take part nor be present in any deliberation or decision of
AQOB; and

{b) shall be disregarded for the purpose of constituting a quorum of AOB.

{3) Any member of AOB who fails to disclose his interest as provided
under sub-section (1) commits an offence and shall be liable to be removed there for
by the Federal Government in accordance with the prescribed procedure.

36N. Disqualification of members.—No persen shall be appointed or
continue as a member of AOB if he--

(a) hasbeen convicted of an offence involving moral turpitude;
(b) Has been or is adjudged insolvent;

(c) is incapable of discharging his duties by reasons of physical,
physiological or mental unfitness and has been so declared by a
registered medical practitioner appointed by the Federal Government

(d) being a member, absents himself from three consecutive meetings of
AOB, without leave of AOB;

(e) fails to disclose any conflict of interest at or within the time provided
for such disclosure by or under this Act or contravenes any of the
provisions of this Act pertaining to unauthorized disclosure of
information; or
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(f) 1s found guilty of misconduct under section 360).
36(0). Removal, resignation and vacancies.—(1) Subject to sub-section
{2). appointment of any member of AOB may, at any time, be revoked and he may

be removed {rom his o fice subject to such procedure as may be specified.

(2) A member of AOB may al any time resign his office by a written
notice addressed to the chairman of AQB.

(3) The offic: of a member of AOB shall ipso facro stand vacated il he
dies.

(4) Any vacancy created as a result of removal, resignation or death of a
member of AOB shall be: filled on the recommendation of the nominating committee.

36P. Fund of AOB.—{(1) For the purposes of this Part, there is hereby
established, a fund to be managed and controlled by AOB in such form and manner
as may be prescribed by regulations.

(2) The fund under sub-section (1) shall consist of—

(a) such sums as the Federal Government may from time to time grant;

(b) voluntarv contributions by the stakeholders;

{c) grants of tnonies and sums raised or borrowed by AOB for the purposes
of meetin z any of its obligations or discharging any of its duties;

{d) fee for registration of thc audit firm under this section;

(e) feeand clarge from the public interest company required to be audited
by a registered audit firm;

(f) earnings irom investments, propertics or other assets owned by AOB;
and '

(g) any other grant or donations or amount permitted by the Federal
Governm :nt.

(3) The fund shall be used for the purposes of AOB’s own affairs and
may also be utilized for the affairs of QAB.



Partill] THE GAZETTE OF PAKISTAN, EXTRA. MAY 14, 2016 1849 (85)

36Q. Conduct of business of AOB,—AOB shall observe such procedure
as may be specified to conduct its business.

JOR. Accounts and Audit.—{1) AQOB shall keep proper bocks of accounts
and records in such form and manner as may be specified.

(2) AOB shall send audited financial statements along with auditors report
for cach financial year to the Federal Government within such time and in such a
manner as may be specified.

36S. Annual report.—(1)AOB shall, within six months on the close of its
financial year or such later time as allowed by the Federal Government, submit to
the Federal Govemment and publish an annual report including its performance and
future plans and such contents and information as may be prescribed.

(2) AOB shall ensure that the annual report is accompanied by such other
information and statements as may be prescribed.

36T. Registration and deregistration of audit firm.—(! )An audit firm
shall be entitled to be registered on the recommendation of QAB in accordance with
the quality control review framework:

Provided that ali the firms having satisfactory rating at the time of
commencement of this Act shall be deemed to be registered.

(2) AOB, on its own motion or on the recommendation of QAB, may
order deregistration of the audit firm from the register maintained under section
36W. For this purpose AOB shall rely on the work and inspections carried out by
QAB or its own inspection.

36l). Inspection and proceedings by AOB.—(1) AOB on a complaint,
su« motu or on reference made by the Commission or State Bank of Pakistan may
conduct inspection of records of QAB, in respect of an audit firm registered under
this Part, to ensure compliance of this Part or regulations made hereunder:

Provided that. if AOB is not satisfied with the work of QAB, it may directly
conduct inspection of records of audit firm and the public interest company.

(2) For the purposes of sub-section {1), AOB or any person authorized in
. this behalf shall have the same powers as are vested in the civil court under the
Code of Civil Procedure, 1908 (Act V of 1908), while trying a suit, in respect of the
following matters, namely:—
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(a) discoven and production of books of account and other documents, at
such place and at such time as may be specified;

(b} summoning and enforcing the attendance of persons and examining
them on cath or affirmatton;

(c) inspection of any books, registers and other documents of any person
referred to in clause (b} at any place;

(d) issuing commissions for examination of witnesses or documents: and
(e} receiving evidence on affidavit.

36V. Appeal 1o the Court.—Any person aggrieved by an order of AOB
may file an appeal before the Court, within sixty days of the order of AOB.

36W. Registe:- of audit firms.—AOB shall keep and maintain register of
firms authorized to carry out audit of public interest companies m such form and
manner as may be specified.

36X. AOB muy seek assistance..—AOB may seek such assistance from
the Commuission, State Bank of Pakistan or Institute as it reasonably require for the
performance of its dutizs and fonctions under this Part.

36Y. Registration and supervision fees.—AOB shall specify fee for
the registration of auditors of public interest companies, supervision fee for the
public interest companies and such others as specified.

367. Pawer to make regulations.—AODB may make regulations for the
purposes of this Part.

36AA. Power to give directions, circulars, code, guidelines ete.—
AOB may issue such d rectives, circular, code, guidelines or policy statements as it
considers appropriate to carry out the purposes of this Part.

36BB. Power to call for information.——For the purposes of discharging
its functions the AOB shall be empowered to seek such information from QAB,
audit firms and public interest companies or from any other person, as deemed
necessary by it.

36CC. Penalty, sanctions or revocation of registration.—(1) Subject
to sub-section (2), if an audit firm fails to comply with the requirement of this Part or
any regulations made there under, or if so recommended by the QAB based upon its
findings, AOB may after providing opportunity of hearing,—
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(a} mpose penalty which may extend to five million Rupees;
(b) impose following sanctions;

(i} such audit firm may be barred from engaging itself as auditor of
the public interest companics for aminimum period of six months
or for such higher period not exceeding five years as may be
decided by AOB; or

(i) revoke registration and remove name from the register of auditor
of public interest companies;

(¢) reprimand. issue warnings or such other sanctions as deemed necessary
or appropriate under the circumstances; or

(d) publish or place its findings of inspections of registered firms on its
website.

{2) The power to impose penalty under sub-section (1) shall be in addition
to the power of the Commission to impose penalty or file compliant for prosecution
in respect of an offence specified in any provisions of the Ordinance relating to the
auditors. . '

{3) AOB shall give opportunity to be heard through show cause notice to
the registered audit firm prior to imposing any penaity, sanctions or revocation of
-registration under this Part, regulations and give reasons for its decision.”.

22.  Substitution of sections 37 and 38, Act XLII of 1997.—In the
said Act, for sections 37 and 38 the following shall be substituted, namely:—

“37. Cognizance of offences.—(1) Notwithstanding anything contained
in the Code of Criminal Procedure, 1898 {(Act No. V of 1898) but subject to the
administered legislation, no court other than the court of sessions shall take cognizance
of any offence punishable with imprisonment or imprisonment in addition of fine
under this Act or any administered legislation, except on a complaint by an officer
authorized in this behalf by the Commission signed by a Commissioner:

Provided that the Federal Government may, in consuitation with the Chief
Justice of the concerned High Court, notify any other court established under any
other law presided by sessions judge or equivalent to take cognizance of any offences
under this Act or any administered legislation.
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) (2) Subject te: sub-section (1), in case of transfer of case from court of
sessions it will not be nzcessary to recall any witness or record any evidence anew
that may have been recorded and the court to which the case is transferred shall
continue proceedings fiom the stage before such transfer.

38. Prosecution of offences by the Commission.—( 1) Notwithstanding
anything contained in the Code of Criminal Procedure, 1898 (Act V of 1898) all
prosecution of offences against any person under this Act or the administered
legistation, shall be conducted by a special public prosecutor appointed by the
Commission:

Provided that special public prosecutor or advocates appointed by the
Commission may institute or defend cases, appeals, petitions, applications and all
other matters before any court including the High Court and Supreme Court in
matters arising out of or in relation to proceedings under this Act or any administered
legislation.

(2) On receipt of complaint the court shall issue summons as for the
attendance of the accused in the first instance and on failure of the accused to
appear before the court, warrant of arrest shall be issued by the court.

{3) The complaint referred in this section shall mean the report, in writing
of the investigation of icer stating the facts constituting the offence along with
statements of witnesses recorded under section 32 and copies thereof shall be supplied
to the accused free of cost before the commencement of the trial.

{4) Personal attendance of the officer authorized by the Commission to
file a complaint before the court trying the offence shall not be required during
the trial proceedings in the presence of special public prosecutor referred to in
sub-section (1).

(5) The court shall adopt procedure provided for under Chapter XXIIA of
the Code of Criminal Progedure, 1898 (Act V of 1898) in the manner not inconsistent
with the provisions of t1is Act and all prosecutions before the court under this Act
shall be disposed of and the judgment pronounced. as expeditiously as possible.

(6} The heari1g of the matters referred to in sub-section (1) shall not be
adjourned except for sufficient cause to be recorded or for more than fourteen days
at one time and court ir ay impose such cost as it may deems fit.

(7} Thecourt may, for reasons to be recorded, dispense with any procedure
in the Code of Criminal Procedure, 1898 (Act V of 1898} and follow such procedure
as it may deem fit in th: circumstances of the case for expeditious disposal of the
complaint.”.
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23, Insertion of section 38A, Act XLII of 1997.—In the said Act,
atter scction 38. substiluted as aforesaid, the following new section shall be inserted,
namelv;—-

“38A.  Opportunity of hearing to the Commission in stay matters.-—
(1) Any court or authority shall, before granting any injunction. whether temporary
or permanent in respect of any action taken or to be taken by the Commission in
pursuance of any power conlerred by or under this Actor any admimistered legislation
or subordinate legislation. provide opportunity of hearing to the Commission.

(2) Nosuitorappeal against an order of the Commission or the Appellant
Bench shall be instituted except with prior notice of such proceedings to the
Commission to its head oftice or regional office, as the case may be, either personally
or through courier along with acknowledgement and copy of the petition or appeal.”.

24. Amendment in section 40A, Act XLII of 1997.—In the said Act,
in section 40A . —

(a) inthe heading,—
(i} for the word “and” a comma shall be substituted; and

(u} afierthe word “regulations™ a comma and the words “, directives
and notification” shall be inserted;

(b) insub-section(l),—

(i) after the word “Any”, occurring first, the words “person who
contravenes or fails to comply with any provision of” shall be
inserted,; : )

(i)  after the figure “40” the word “or directive or notification issued
under this Act™ shall be inserted: and

(iity forthe words “may provide that a contravention thereof shall be
publishable with a finc™ the words *“shall be lizble to pay by way
of penalty a sum™ shall be substituted; and

() for the word “fine”, occurring for the second time, the word
“penalty” shall be substituted;

{c)} in sub-section (2), for the word “fine™ the word “penalty™ shall be
substituted.
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25, Amendment in section 408, Act XLI of 1997.—In the said Act,
in section 40B, for the words “all faws administered by it the words “any administered
legistation™ shall be substitinted.

26. Insertion of new section 41A and 413, Act XLI1IE of 1997 —In
the said Act alier seetion 41, the following new sections shall be inserted, namely:—

“d1AL Standard of proof—(1) Where it is necessary for the Comimission
fo establisih or to be satisfied, for the purposes of this Act or any administered
legislation. that any pesson has contravened: -

{a) any provision of this Act or any administered legislation or subordinate
legislatior ;

{(b) any notic:, direction or requirement given or made under or pursuant
to any provision of this Act or any administered Jegislation;

{c) any of th: terms and conditions of a registration granted under this
Act or any licence or registration granted under any acdministered
legislatior ;

(d) any other condition imposed under or pursuant to any provision of this
Actoranv administered legisiation,

it shall be suftizient for the Commission to establish or 1o be satisf{ied as to
the matters referred above on the standard of proof applicable to civil proceedings
in summary manner in a court of law.

418. Inquiry, investigation and other proccedings in respect of
regulated persons.—(|) Notwithstanding anything contained in any other law,
ineluding National Accountability Ordinance, 1999 (XVI of 1999) and Federal
Investigation Agency Act, 1974 (VIII of 1975) no action. inquiry. investigation or
praceedings in respec: of any regulated activity, regulated sccurities activity,
transaction, process or permission granted under this Act or any administered
legislarion, shall be ta<en, initiated or conducted by any Federal or Provincial
investigating agency, bureau. authority or institution by whatever name called without
reference from the Commission.

(2} No proceedings shall lic before any agency, bureau, authority or
mstitution at the instarce of any party to a matter which is or has been in issue
before the Commission in respect of a matter which is actually or has been or might
ar ought to have been ¢ proper subject of complaint te the Commission under the
administered legislation:
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Provided that cases pending belore any court having jurisdiction before
coming inte force of this Amendment Act, shall continue to be prosccuted and
conducted without reference trom the Commission.”.

27.  Substitution of section 42A, Act XLII of 1997.—In this said Act,
for section 42A, the following shall be substituted, namely:--

“42A. Indemnity of the Commission, Chairman, Commissioners,
employees and Member—1) No suit. prosccutions or any other legal proceedings
or action in damages shall lie against the Commission. Chairman, Commissioners,
employees and Members for anything done or omission in exercise or performance
of any {unctions, power or duty conferred or imposed by or under this Act or any
administered legislation unless the act or omission is shown, bevond reasonable
doubt to have been in bad faith.

(2) A Chairman. Commissioner, employees, consultant, advisers and
Member shall not be sued in their personal capacity for the action banatidely taken
in their official capacity and in case of any such suit the Commission shail bear
expenses of the proceeding ill its final decision.”

28. Insertion of new sections 42B, 42C, 42D and 42E, Act XLII of
1997.—In the said Act, after scction 42A, substituted as aforesald the following
new sections shall be inserted, namely:—

“42B. Recovery of penalties.—(1) Any penalty imposed by the
Commission in the exercise of its powers under this Act or any adininistered legislation
or subordinate legisiation, shall be payable to the Commission and may be recovered
by the Commission as a decree for the pavment of money in case where the person
aggrieved by such order has,—- '

(a) preferred an appeal under section 34 and the Court has upheld the
order of the Commission or the Appellate Bench, it will automatically
be converted into execution proceeding and no fresh notices need to
be issued to appellani; or

(b) not preferred an appeal to the Appellate Bench of the Commission
under section 33 or to the Court under section 34 and the Court on
application of the Commission has confirmed and allowed conversion
or initiation of ¢xecution proceedings ailer notices to 1he parties as
deem appropriate by the Court.

(2) The Court shall exercise all the powers of” an executing court as
provided in the Code of Civil Procedure, 1908 (Act V of 1908). for the purposes of
recovery of penalties:
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—

Provided that the Court may. for reasons to be recorded, dispense with any
procedure in the Code of Civil Procedure, 1908 (Act V of 1908) and follow such
procedurc as it may deen (it in the circumstances of the case tor expeditious disposal.

{3) The executing Court may attach any immovable preperty or sale of
any movable property. ncluding bank accounts ol the person or company on whom
a penally has been imposed under this Act or anv administered legislation by the
Commission and any transaction or attempt to alienate, transfer, encumber or mortgage
such property shall be void, illegal and without any lawfied authority.

(4) Altgovernmment departments. authorities, bodies. private entities, housing
socicties or schemes, by whatever name called, banks and any other concerned
cntity shall, on the orders of the Court, be bound to assist the Commission in providing
details of moveable or immovable property of judgment debtor.

(5) [n additicn to sub-sections (1), (2) and (3) any penalty imposed or
amouni ordered or required to be surrendered or deposited with the Commission
under this Act or an adm nistered legislation may also be recovered by the Commission
as arrears of land revenue.”. -

42C. Proof o documents by production of certified copics.—
Notwithstanding anything contained in the Code of Criminal Procedure, 1898 ( Act
No. V of 1898), Qanun-e-Shahadat Order, 1984 (P.O. 10 of 1984) or any other

law ——

(a) any duly certified copy of extract from any document or record
maintained by the Commission under this Act or any administered
legislation shall be construed as sufficient evidence in any inquiry or
investigat on or legal proceedings before any tribunal. authority or cotirt
of law.

(b} noone shill without the permission of the Commission in writing, take

~ overor remove any original document or register from the custody of

the officer of the Commission maintained under this Act or any
administrated law.

42D. Cooperation and assistance to foreign regulatory authorities.—
(1) Notwithstanding any thing contained in any other law for the time being inforce,
the Commission may, ¢n reciprocal basis. cooperate with and provide assistance
under this Act or any adrinistered legislation to a foreign regulatory authority or any
other international orgaizations with whom the Commission has entered into any
arrangement or agreemel t or understanding for assisting in any inquiry or investigation
for contravening the law s relating to financial services of the requesting am'hority.
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(2) Anassistance referred to in sub-scction (1) shall include the disclosure
of any information or document filed with or provided to the Commission under this
Actor an administered legislation. or any. information or document obtained by the
Commission from any person on the request of the requesting authority.

(3} Forthe purposes of this section the Commission may, notwithstanding
anything conained in any other [aw for the time being inforee including Banking
Companies Ordinance, 1962 (LXII of 1962), obtain any inforination or document
from any person on the request of the requesting authority.,

{4) Such cooperation and assistance may be provided without regard to
the fact that such contravention does nol constitute offence under this Act or any
administered legislation,

(5) The Commission may request the foreign regulatory body or authority
or entity to scek such mutual legal assistance tor carrying out inspection, inguiry
investigation under this Act or any administered legislation.

(6} Notwithstanding anvthing contained in Qanun-e-Shahadat Order, 1984
(P.O. 10 of 1984) ali evidence, documcnts or any materiaf transferred to Pakistan by
foreign entity under this section shall be considered as evidence in lcgal procecdm"s
under this Act or any other law for the time being in force.

(7) Any assistance provided under this section to any foreign regulatory
authorities or international organizations may be refused by the Commission on the
grounds of national sccurity and public interest.

42E. Power to amend the Schedule.—The Federal Govermment may, by
notification in the ofticial Gazette. amend the Schedule.™,

29, Amendment in section 43, Act XLIX of 1997.—In the said Act, in
section 43, after clause (e). the following new clause shall be inserted, namely:—

“{ca) the Commission may, on the instructions of the Federal

Government, form a committee to initiate disciplinary proceedings

against a person referred to in clause (e) and the Federal Government

may take such disciplinary action as it deem appropriate on the
" recommendation of the committee;”

30. Amendment of section 44, Act XLII of 1997.—in the said Act, in

section 34,—
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{a)

(b}

31

atter the vword “Act”, ocawrring for the third time, the words “or any
amendments made in this Act” shall be inserted: and

after the words ““commencement date™, the words “or from the date
of any arrendments made in this Act™ shall be inserted.

Insertion of new Schedule, Act XLII of 1997.—In the said Act,

after Schedule amende 1 as aforesaid the following new schedule shall be added.

namely:——

“SCHEDULE I
|see Section 2(1){aa) and {s)]
ADMINISTERED LEGISLATION
Motor Ve ricle Actl. 1939 (1V of 1939) {chapter VI and section 125];
The Secu-ities and Exchange Ordinance. 1969 {XVH of 1969);

The Companies (Appointment of Legal Advisers) Act, 1974 (X of
1974}

The Modaraba Companics and Modaraba (Floatation and Control)
Ordinancz, 1980 (XX X1 of [980);

The Companies Ordinance, 1984 (XLV] of 1984).
The Cent-al Depositories Act, 1997 (XIX of 1997);
The Insutance Ordinance, 2000 (XX XIX of 2000);

Stock Exchanges (Corporatization, Demutualization and Integration)
Act. 2012 (XV ol 2012): and

Securities Act, 2015 (11} of 2015).
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STATEMENT OF OBIECTS AND REASONS

The proposed SECP (Amendment) Bill intends to amend the Securities and
Lixchange Commission of Pakistan Act, [997 (XLH of 1997) keeping in view the
rapid and extensive changes in the jurisdiction and changing corporate structure of
Securities and Exchange Commission of Pakistan (SECP). SECP feels that the
there is a nced to amend the Securities and Exchange Commission of Pakistan Act,
1997 (XLII of 1997) to further enhance its functions and to enable it to act as
integrated regulator. Accordingly, SECP has dralted the proposed Bill 1o effectively
regulate all the sectors regulated by it '

MINISTER-IN-CHARGE

ABDUL JABBAR ALI,
Secretary.
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