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21. State the different kinds of contracts on
your Exchange, e.g. spot, ready and
forward. Also state the period of delivery
and payment in each case

22. Give details of the scale of brokers'
commission and other charges, if any,
prescribed by your Exchange

23. Do your rule prescribe a standard form of
contract for the use of your members?

24. Do you classify your members into brokers
and jobbers?

25. Do you have an y regulations regarding
dealings by members on their own
account?

26. Do you have reL'ulations regarding
extension b y members of credit w any
person for the purpose of purchasing any
security?

27. Do ''ou prescribe the circumstances in
which members can borrow on an ,,. security
or lend on an y securit' carried for the
account of a customer?

28. Do you prescribe the circumstances under
which a member can hypothecate any,
securit y carried for the account of any
custom cr7

29. Do vou have a Clearing House for the
settlement of contracts? If so, give details
of its organi72lion and management

30. Will you have anv arrangements for
recording of bargains?

31. Will you have any arrangements for
recording and publishing market rates?

32. What are the disciplinary powers aailablev 
with  the governing body to enforce due
compliance by members of the regulations
of the Stock Exchange and generall y to
ensure proper standard of business
conduct?
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PART V

MISCELLAj'cEc) VS

33. What will be the conditions subjec t to
which Securities can be listed on your
Exchange?

. What are the criteria for admitting Any
security to forward tradinit?

35. Under what circumstances do you have
right, if an y, to circumscribe or suspend
dealings ' ,

I
	 listed security?

What provisions have yOU made for the levy
and recovery of ices, filics and penalties?

FORM H

tSec rule. ))

PERIODICAL RETURN UNDER SEC- 1 - ION 6(2) OF THE SECURITIES
AND EX('I lANGE ORDINANCE lirO RELATING TO THE AFFAIRS OF

A STOCK FNCH1\ Ni F FOR THE MONTH OF

To

[Tlie ('c)rporate Law Autiiiirit

Gw ern rile Ill or Pakistan,

lsla III ahrd

1. Name sf the Sto('k rharc

(a) ParticuLrs	 of applications	 for
listing rccci\cd

6) Particulars of those admitted to
q u or it ion

(0 Particulars of those refused listing
and reasons thereof in each case

3. Particulars of securities delisted and
reasons thereof in each case

4. Particulars of member disciplined and
nature of offence/violation committed

3. Particulars of members declared defaulters

4. Subs, by S RAJ, 569(1)/82. daicd 10.7.1982.
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6. Particulars of members whose net capital
balance fell below the prescribed nmoun

7. Particulars of non-comphince of ar.v
regulations of the Stock Exchanc by any
company whose securities are listed on the
Stock Exchange

S. Trading volume during the month--
(a) Spot
(1,) Ready
(c) Forward

0. Particulars of securities which registered a
rise/decline of ten per cent, or more in
value during the month.

10. Particulars of securities in v,hich no
transactions took place durin the month

U. Brief anal ysis of the stock mirket trcnd
during the month

Place.......................................

Date......................................... Dc.n.n 000'i

FOR), Ill

(Sc rule II)

FORM OF APPLICATION UNDER SECTION 9 OFTI-IE SECURITIES AND
EXCI LANGE ORDINANCE, 1969 FOR LISTING A SEC 1:RLTY ON A

STOCK IiNCI-IANG C.

To

Dear Sir,

We hereby apply for the listing of our..................................................................

(Name of the Security)

on your stock exchange.

2. Necessary information and documents as required in the annex to this
form are furnished.

Yours faithfully,

Signature and address
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ANNEX TO FORM 111

1. The following particulars and documents shall be annexed to the listing
application namelv--

(1) Memorandum and Articles of Association and, in case of debentures, a
copy of the trust deed;

(2) Copies of prospectuses issued by the company in respect of any security
already listed on a stock exchange;

(3) Copies of balance-sheets and audited accounts for the last three
completed years or for a shorter number of years if the company has been in
existence only for such years;

(4) A brief history of the company since incorporation giving details of its
activities including any reorganisations, changes in its capital structure and
borrowings;

(5) A statement showing,--

(a) dividends and cash bonuses paid during the last 10 years or such
shorter period as the compan y may have been in existence;

(h) dividends or interest in arrears, if any.

(6) Certified copies of agreements or -other documents relating to
arrangements with or between.--

(a) vendors and/or promoters,

(b) underwriters.

(c) brokers-

(7) Certified copies of agreements with,--

(a) managing agents.

(b) se1ling agents,

(c) managing director and technical directors.

(8) A statement containing particulars, dates of and parties to all material
contracts, agreements (including agreements for technical advice and
collaboration), concessions and similar other documents except those entered into
in the normal course of the company's business or intended business together with
a brief description of the term of such agreements.

(9) Certified copies of the agreements with the NIT, ICP, PICIC, IDBP and
any other financial institution.

(10) Names and addresses of the directors and persons holding ten per cent.
or more of any class of equity security as on the date of application together with
the number of shares or debentures held by each.
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(11) Particulars of security for which listing is sought.

2. The stock exchange may, either generall y by its bye-laws or in any
particular case, call for such further particulars or documents or undertakings as it
deems proper.

FORM [V

(Sec rule 13)

STATEMENT OF BENEFICIAL OWNERSHIP OF SECURITIES UNDER
SECTION 12 OF THE SECURITIES AND EXCHANGE ORDINANCE, 1969

Asat ..................................

1. Name of the director/officer/share-holder

2. Whether a director, officer or shareholder
or the issuer

3. Particulars of the securities beneficially
owned

4 Name of the stock exchange at which such
securities are listed

5. "Beneficially owned in the name of

(a) Self

(b) any other person

6.	 Particulars of any purchases or sales
during the month

7. Gain made during the month by the
purchase and sale, or the sale and
purchase, of any such security within the
preceding six months showing date of
purchase and sale or sale and purchase and
purchase and sale price thereof

8. Whether such gain has been reported to
the issuer? If so, please furnish evidence

9. Whether such gain has been tendered to
the issuer? If so, please furnish evidence. If
not, has a demand therefor been received?

No.........	 Rs . ....................

No.........	 Rs . ....................

15. State both number of shares and their vatuc at coat.
16. State both number of shares and their cost and sale value alongwith date of each such

purchase or sale.
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10. Particulars of such gain not tendered to or
recovered liv the issuer wiihin six months
Ut iits accrual

I declare that the information given in respect of my own self and of the
persons mentioned above is correct and complete to the best of may knowledgeand belief.

Place .........................

Date..........................

Siç'nature and addresses
1. k'ljsc furniin separate statements tar each class of equity

ecum nv Of an suer beneficially owned.
2. The statement must he si gned by the beneficial owner himself,

and in the ease of a company, by the Secretary, Manager, or a
Director )[tile eompanJ.

' 7 [SECOND SCHEDULE]
[See rule 12(2)1

PART I
GENERAL

In this Schedule, unless there is anythi
context,--	 ng repugnant in the subject or

(i) 'accounting policies" includes the principles, basis, conventions, rules and
procedures adopted by directors in preparing financial statements of a
company:

(u) "associated companies' and 'associated undcrtakins mean any two or
more companies or, as the case may he. undertakings interconnected
with each other in the following manner, namel y:--

(a) if a person who is the owner or a partner or director of a
company or undertaking or who directly or indirecijy, holds or
controls shares carrying no less than ten per Cent of'

,
 the voting

power in such company or undertaking is also the owner or
partner or director of another company or undertaking, or,
directly or indirectly, holds or controls shares carr ying not less
than ten per cent of the voting power in that company orundertaking: or

17. Second SheJute subs, by Noifl310 S.R.O. 669(1)/82, dated 10.7.1982.
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(b) if the companies or undertakings are under common
management or control or one is the subsidiary of another; or

(c) if the undertaking is a modaraba managed by the company;

then the two companies or undertakings or the companies and undertakings or
the company and undertaking, as the case may be, shall he deemed to be
"associated companies or "associated undertakings and the person who is the
owner of or a partnr or director in a company or undertaking or who so holds, or
controls shares carrying not less than ten per cent of the voting power in a
company or undertaking, shall be deemed to he an "associated person of every
such oilier person and of the person who is owner or a partner or director in such
other company or undertaking, or who so holds or controls such shares in such
other company or undertaking:

Provided that the shares shall be deemed to he owned, held or controlled by
a person if they are owned, held or controlled by that person or by the spouse or
minor children of the person:

Provided further that--

(1) directorship of a person or person ,, by virtue of nomination by the
Federal Government or an y Provincial Government or a financial
iltS(itLitiOfl directl y or indirectly owned or controlled by such
Government: or

(ii) shares owned by the Natiotal Investment Trust or the Investment
Corporation of Pakistan or a financial institution directly or indirectly
owned or controlled by such Government;

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

(iii) "controlled lirin" means a firm the management of which is controlled by
a company or where the company is entitled to more than fifty per cent
of its profits or is liable to hear more than fifty per cent of its losses;

(it') "debts" includes loans and advances and other receivables where it
relates to amounts Written off and provision for doubtful and bad debts;

(v) "executive" means an emplo yee other than the chief executive and
directors whose aggregate basic salary or remuneration [' exceeds
one hundred thousand rupees in a financial year;

(vi) "financial statements" includes balance sheet, profit and loss account and
statement of changes in the financial position or statement of sources
and application of funds;

(vii) "funds' in relation to any reserve, shall be used onl y where such a reserve
is represented by specificall y earmarked investments or other assets
realisable at- not less than the amount of the reserves;

15. Words omit ed hy ',oiiIiojtion No, S Ro 859(1)/83, daied 295.1953.
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(viii) "]iahilit( includes all liabilities in respect of expenditure contracted for

and all contingent liabilities;

(Le) 'prior period hems" means char ges or credits that arise in the current

financial year as a result of errors or omission in the prep;ii ation of

financial statements of one or more prior financial scars;

(x)" provision means an y amount Written oil or retained b ws'a of

providing for depreciation. renewals and diminution in value of assets, or

retained by was o  pi ovidine. br any known liabilit y of which the amount

cannot he determined with suristantial accuracy:

Provided that ans amount wrii en oil or retained b y wa y of prosidinie for

depreciation, renewals or diminution in value of assets, not heine an amount
written off in relation to fixed assets or any amount retained by was of* providing

for an y known liahilits, is in excess of hat shich. in the opinion of the directors, is
r;isoii;ibiv necessars fr the purpose, the excess shall be treated for tfie purpose

ot this Sehcdulc as a rvscr\ e and not as a prensisnon:

(xi i 'rcscrv suh;ec; to the proviso to clause (x) does not include any
amount writ len off or retained Ins wa y of providino ['orde;nrcciat ion,

renewals or diminution in value of assets or retained h was' of providing

for ans known liability:

(Xli) -turnover ' means Ihc	 income exclusive of trade discount shown on
invoicCs of bills, derived (mini sale of goods or from rendering. g i ving or

suppivine services or benefits or from CscCutiofl of contracts;

'unusual items means gains or losses that derive from events or

transact ions winch arc distinct from the ordinar y acti' it es o f a conipan
and therefore ire not expected to recur frequently or regularly: and

(xii) an y term or expression not defined in the rules or this Schedule shall he
conctrncd to mean the same as under the gencralis recognised

account inn principles.

Th finliinwiuy shall he disclosed in the financial statements n;imels':'-

	

(i	 all material inh.nrmatinnn necessar y to make the financial statcnients clear

and unuerstandahie:

if a fundamental accountin g assumption, namel y. going corcern,

consistcncs and accrual is not follwcd in preparation of firi:inciril

Statements, that fact to gether wit Ii the reasons therefor:

(iii) significant accounting policies preferably in one place:

chan ge in an accounting policy that has matcrial effect in the current

scar or ma y base a material eftect in the suhsen;iient sears together with

reasons for the chan ge and the financial effect of the chaituc. it material;

the basis of conversion or translation into rupees of assets and liabilit irs

in forei g n currencies and the accountin g policy followed in respect of

cNenunoe, g ains or bosses;
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(vi) particulars of any charge on the assets of the company to secure the
liabilities of any other person including, where practicable, the amount

so secured;

(vu) where determinable, the capacity of an industrial unil, actual production
and the reasons for shortfall, if any, except in a case where the Authority
Upon aniapplication agrees that such information need not be disclosed
in the public interest;

(viii) the general nature of any credit facilities available to the company under
any contract, other than trade credit available in the ordinary course of
business, and not availed of at the date of thc balance-sheet.

3. Where any suppressed, concealed or unaccounted income, duty or gain
has been declared, disclosed or admitted before any authorit y charged with the

assessment or recovery of an y tix dut y or gain, by or on behalf of any company,
the anlount, nature and financial impact thereof on the compan y shall be disclosed
alonwith information as to how the directors have or purpose to treat the same in
the financial statements of the company.

[3-A. Any penalty (in terms of money or otherwise) imposed under any law
liv any authority shall be disclosed in the first annual report furnished aftcr the

imposition of the penalt y. If as a resuit of an y appeal, revision, petition, or review

application, such penalt y is reduced, enhanced or waived, the original penalty
imposed shall nevertheless he disclosed, and the fact of any reduction,
enhancement or waiver shall he dicloscd, in the first annual report furnished
after such reduction, enhancement or waiver].

4. Where any material item shown in the Financial statements or included
in amounts shown therein cannot he determined with substantial accuracy, an
estimated amount described as such shall he included in respect of that item
together with the description of the item.

5. Except for the first financial statements laid before the company,
financial statements shall also give the corresponding figures for the immediately

preceding financial year. This requirement shall, in the case of companies

required to prepare hall- yearl y financial statenrent shall be applicable according
to the immediately preceding corresponding period.

6. Ni) provision with respect to the information to he given in the financial
statements shall he deemed to require the amount of any item that is of' no
material significance to he given separately.

7. Any information required to he given in respect of any of the items in the
financial statements shall, if it cannot he included in such statements, be furnished
in a separate note, schedule or Statement to he attached to, and which shall be
deemed to form an integral part of the financial statements.

8. The figures in the financial statements may be rounded off to the nearest

thousand of rupees.

19. Paragraph 3-A) addcd hr '.i1iCiJIiori No. S.R.O. SO(t);'8'4. iaicd 23.1 11194.
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9. Where any property or asset, acquired with the funds of the company, is
not held in the name of the company or is not in the possession and control of the
company, this fact shall be stated: and the description and value of the property or
asset, the person in whose name and possession or control it is held shall be
disclosed..

10. If any loan or advances has been granted or debt aliosved on terms softer
than those generally prevalent in trade or any relief or concession allowed in
matters of interest, repayment, security or documentation, details with reasojis
thereof shall be stated alongwith the nature of interest of the company or its
directors or other officers.

PART 11

REQUIREMENTS AS TO BALANCE SHEET

1. The assets and liabilities shall be classified under the headings
appropriate to the company's business distinguishing as regards assets between
ixed assets, long-term prepavrnents and deferred costs investments, loans and
advances and Current assets and as re gards liabilities between share capital and
reserves, long-term loans, participation term certificates, debentures and deferred
liabilities and current hzihifities and provisions.

FIXED ASSETS

2 (A) Fixed assets (other than investments) shall he distin guished between
tanihle and intan gible and shall he classified under appropriate sub-head, duly
iternued such as--

(i	 tangible:

(a) land (distin guishing between free-hold and lease-hold);

(h) building (distinguishing between buildings on Free-hold land and
those on leus-hold land):

(c) plant and machinery;

(ii) fitrnit tire and fittings:

(c) vehicles:

U') capital work in progress indicating significant itemwLsc details:

Cg) others (to be specified):

(ii intangible:

(a) goiidxill:

(1') patents, copyright, trade marks and designs: and

(c) others (to ho specilieh.

(B; Lndcr each sub-head. other than capital work in pro gress. the original
Cost or the amount ofaluation, as the case ma y he, and the addi;ions thereto and
deductions hcrcfrom since the iiatc ol the previous balance sheet shall he stated
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and the aggregate amount written off, or provided retained up to the date of the
balance sheet, by way of provision for depreciation or amortization or diminution
in value shall be shown as deduction therefrom.

(C) Where sums have been written off on a reduction of capital or
revaluation of assets and where sums have been added by writing up the assets,
the first balance sheet subsequent to the reduction or tevaluation or writing up
shall show the original costs, the reduced or increased figures, as the case may be,
alongwith the date and amount of the reduction or increase made, basis thereof
and name and qualification of the valuer who should be an independent person
Competent to do so. Every balance sheet subsequent to the reduction or
revaluation or writing up, shall show the year and the total amount of the
reduction or revaluation or writing up and the element thereof excluded from or
included in the book value of the asset,

(D) Any exchange, gain or loss in any year, as a consequence of fluctuations
in rate of exchange, relative to the foreign currency borrowings out of the
proceeds of which assets were acquired may he added to or deducted from the
value of the respective assets and where such addition or deduction is made, the
amount thereof under each sub-head shall be disclosed together with the
depreciation policy thereof.

(F) In the case of a company which has been providing for depreciation or
amortization or diminution in value by way of lump sum charge to profit and loss
account or as appropriation of profit wihout allocating the amount so provided to
different sub-heads the amount retained in the books of the company as provision
or reserve for depreciation Or amortization or diminution in value shall be
allocated against the respective sub-head.

(F) In every
 case where the original cost cannot be ascertained without

unreasonable expenses or dela y, the valuation shall be the net amount at which an
asset stood in the books of the compan y as at the end of last accounting period
after deduction of the amount provided or written off for depreciation or
amortization or diminution in value.

LONG-TERM INVESTMENTS

3. (A) There shall be shown under separate sub-heads the aggregate
amount respectively of the company's--

(1) investments in subsidiary companies, controlled firms, managed
modarabas and other associated undertakings;

(ii) investment in listed companies and modarabas other than those included
in clause (1) above;

(iii) investments in unlisted companies and modarabas other than those
included in clause (i) above;	 -

(iv) investments in immovable properties;

(v) investments in participation term certificates;
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(vi) investments in debentures and bonds issued by a Government,
Municipal Committee or other local authority;

(vii) other investments (to he specified).

(B) Under each of the sub-heads of paragraph 3 (A), where applicable there
shall be stated--

(i) the nature and extent of the investment made;

(ii) the name of each company, modaraha, firm, Government, Municipal
Committee and local authority:

(iii) in case of shares, various classes and different paid up values together
with (tic terms ol rcdcmptionjf an', in case of preference shares;

(iv) in case of inodaraba and participation term certificates, the number of
certificates and nominal value of each certificate:

Ii') in ease of debentures and hoods, the terms of redernpi ri. it a's, aid
the ratc of interest.

(C) There shall he staled under sub-head 3(A)(ii) the name of the chief
executive, marineing agent or modaraba company.

(D) Pcrcentagc of the equit y held by the compan y in an investce compan y or
modnriiha or a controlled firm ol other associated undertaking where it exceeds
ten per cent of the invCstec' total cqudv shall he disclosed.

(E) The mode of saluation of inscstmenls, e.g. cost or market value, shall he
stated separately and, ii insesiments in listed companies or modrirahas are valued
othcrwisc than at market value: thc aggregate amdunt of the market vaue thereof
shall he shown. Value of investments in unlisted invcstces to which paracraph (D)
applies, calculated by reference to net assets of the investec on the basis of the last
available audited accounts in the case of unlisted companies and modarabas and
the last available accounts in case of other investees together with the period of
such accounts shall he disclosed.

(F) Provisions if an y, made for diminution in the value of investments and in
respect of losses of suhsidarv companies shall he shown as deduction from the
gross amounts of the respective sub-head.

(C) Investment made against an\ specific fund or other item shown on the
liabilities side especiall y those required to he made under an y law shall he stated
separat clv for each item.

LONG-TERM LOANS AND ADVANCES

4. (A) There shall be shown under separate sub-heads, distinguishing
hctwcn considered good and considered bad or doubtful, aggregate amounts
respective Iv of the corn pa nv's- -

(1) loans and advances to subsidiary companies, controlled firms, managed
modarahas and other associated undertakings:
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(ii) loans and advances to the directors, chief executive, managing agents
......j and executives of the company and to any of them severally or

jointly with any other person;

(iii) other loans and advances.

(B) There shall he stated under sub-head 4(A) (i) the name of each
borrower together with the amount of loans and advances, the terms of loan and
advance and the particulars of collateral security held, if any.

(C) There shall he stated under sub-head 4(A) (ii) separately the aggregate
amount of loans and advances to the directors, chief executive, i[$ * and
executives toicthcr with the purposes for which loans and advances were made
and the general terms of repayment.

(D) There shall he stated under sub-head 4(A)(iii) in respect of loans and
advances, other than those to the suppliers of goods or services, the name of the
borrower and term of repayment lithe loan or advance is material together with
the particulars of collateral securit y, if any.

(E) There shall he disclosed separately in respect of sub-head 4 (A) (I) and
(ii) the maximum aggre gate amount of loans and advances outstanding at any
time since the date of incorporation or since the date of the previous balance-
sheet, whichever is later, such maximum amounts to be calculated b y reference to
month cod balance.

(F) Provision, if any, made for had or doubfiul loans and advances shall he
shown as a deduction under each sub-head of paragraph 4 (A).

(G) Loans and advances due for pavnien after a period of twelve months
from the date of balance-sheet shall he shown under this head indicating
separately--

(1) outstanding periods for exceeding three years; and

(ii) others.

LONG-TERM DEPOStTS, PREPAYMENTS AND DEFERRED COSTS

5. (A) There shall he stated separately long-term deposits, long-term
prcpa yments and deferred costs. Any material item shall be disclosed separately.

(B) Deferred costs shall include preliminary expenses, discount allowed on
the issue of shares, if any, and expenses incurred on the issue of shares including
an y sums paid by way of commission or brokerage on the issue of shares, to the
extent not written off or adjusted and each of these items shall be stated
separately.

(C) In respect of each material item of prepayments and deferred costs, the
basis on which each item is being amortiied or written off shall be stated and in
respect of each item of deferred costs the reasons for carrying forward such costs

20. Words omitted by Noiiñcaiion No, S.R.O. 859(1)/83. dated 298.1983.
1. Words orntted by Not licaion No. S. 	 559(I)/83, dated 29.8.1983.



Sch.IIj	 SECURITtES AND EXCHANGE RULES	 1140

shall be stated. Deferred costs shalt be written off during a period not exceeding
five years commencing from the financial year in which the costs were incurred.

CURRENT ASSETS

6. (A) Current assets shall be classified under sub-heads appropriate to the
company

 s affairs, including, where applicable, the following:--

(i) stores and spare parts distinguishing, where practicable, each from the
other;

(ii) loose tools:

(iii) stock-in-trade, distin guishing, where practicable, between (a) stock of
raw materials and components. (h) work in progress, (c) stock of
finished products and (d) other stocks;

(iv) - trade debts which shall include amounts due in respect of goods sold or
services rendered or in respect of other contractual obligations but shall
not include the amounts which are in the nature of loans or advances.
Debts considered vood and debts considered doubtful or had shall he
separatel y stated. Debts considered good shall he distinguished between
those which are secured and those for which the compan y holds no
securit y other than the debtors persona) security:

(I) loans and advances due or re p a yment within a period of twelve months
from the date of the halancc-shcct. showin g scparatct' those considered
good and those considered doubtful or had;

(vi) trade deposits and short-term prepayments and current account balances
with statutory authorities:

vii) bills receivable:

(viii) marketable securities, other than tong-term investments:

(LK) interest accrued or interest outstanding:

(x) other receivables specifying separately the material items;

(xi) tax refunds due from Government, showing separatel y excise duties,
customs duties, sales tax, income-tax, etc., and

(xii) cash and bank balances, distinguishing between (e) amount in hand, (b)
amount in transit, and (C) balance with banks indicating the nature
thereof, e., on current or deposit account.

Amounts required to he kept in special or separate accounts under any law
shall he hown separately.

(B) In the case of sub-heads 6 (A) (i), (ii) and (iii), the respective basis of
valuation shall he stated. If the basis such as cost', "net realisable value' or 'cost
or net realisable value whichever is lower" is given, there shall also be given to the
extent practicable a general indication of the method of determining the "cost' or
'net realisable value', e.g. 'average cost", 'first-in, first-out", or 'last-in, first-out".
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Where the basis of valuation involves departure from the recognized accounting
principles, the reasons therefor alongwith financial impact.

(C) In the case of sub-heads 6 (A) (is'), (v) and (x), the following particulars
shall be stated separately--

(a) the aggregate amount due b y directors, thief executive, managing agents,
* *J and executives of the company and any of them severally or

jointly with any other person;

(b) aggregate amount due by associated undertakings, controlled firms and
managed ,nodarabas;

(c) the maximum amount of debts under each of the preceding items (a)
and (h). at any time since the date of incorporation or since the date of
the previous balance-sheet, whichever is the later. Such maximum
amount to be calculated by reference to month-end balance.

(D) In the case of sub-head 6 (A) (viii), same information, as far as
applicable, shall he disclosed as specified in paragraph 3 in respect of long-term
Investments.

(E) Provision, if an y, made for diminution in the value of or loss in respect of
any current asset shall he shown as a deduction from the gross amount of the
respective asset.

(F) If in the opinion of the directors any of the current assets have, on
realisation in the ordinarycourse. of the compan y's business a value less than the
amount at which the y arc stated in the financial statements, a disclosure of the
fact that the directors arc of that opinion together with their estimates of the
realisable value and the reasons for assigning higher values in the balance-sheet
shall he required.

SHARE CAPITAL AND RESERVES

7. (A) Share capital and reserves shall be classified dnder the following sub-
heads:

(1) paid-up capital, distinguishing between different classes of preference
and equity shares and the amount paid-up in respect of each class. In the
case of forfeited shares, the amount already paid thereon shall be added
to the paid-up capital. Calls paid in advance shall not he added to the
paid-up capital but shown separately; and

(ii) reserves, distinguishing between capita] reserves and revenue reserves,
capital reserves shall include capital redemption reserve, share premium
account, surplus on revaluation Of fixed assets to the extent it is included
in the hook value of such assets, profit prior to incorporation or on the
reissue of forfeited shares or any reserve not regarded free for
distribution by way of dividend (to be specified), while revenue reserves
shall include general reserve, dividend equalisation reserve, deferred
depreciation reserve, other reserves created out of profit (to he

2. Words omit icd b y Notificanon No. S.R.O. 859(1)183. dated 29,8.1983.
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specified), and unapprnpriatdd profit (i.e. credit balance of profit and
loss account after appropriations for the period to the datc of balance-
she e

t). Additions to and deductions from each itcm of reserves shall be
shown in the balance-sheet under the respective items unless they are
disclosed in the profit and loss--account or a statement or a report
annexed thereto. Accuniulatd loss adverse balance of profit and loss
account--shall he shown as deduction from the capital and reserves.

([3) There shall he shown in the balance-sheet:--

(i) authorised share capital. distiniauishinc between various classes of shares
and staling the number and value of each class;

(ii) issued share capital. distin guishin g between various classes of shares and
he number md sa:uc in respect of each class;

(it) subscribed share capital, distin g uishing between various classes of Shares
and stating the number and cal Lie in respect of each class. In the case of
preference shares, the 

rate ol disidend shall also he stated;

c:iilc.:t up s(i:ire c;J ii ml, Jisi irreuishin g between various ctascs of shares
and stating the number, salue and the amount called up in respect of
each class:

lv) calls unpaid is a deduction from called tip share capital distinguishing
c.iils unn:tid hs uj directors linciuding, chief esecuimse), (b) miianag:ng
ae'ents. J(c) L'xCcutivcs arid (if) iii hersi:

ft . , •i paid up share capital. distmniiishing in respect of each class between (a)
sliarestiltotted tor consiLkr.oion paid in cash. (b) shares alIlicd for
onsideraiion ii her than CLisli and wi bonus siar es ciainu he number

and value at cich class:

(tit) particuars of an y option on unissued shares, such as amount of option,
eliss of shares, issue price, period during ss hich option is exercisable.
etc.:

(vi i i) in the case of redeemable preference shares, the terms of rcdem ption or
conversion, if an y, tottether ith the earliest date on which the company
has power to redeem or the company or the holder of the shares has
power to convert the shares: and

to in the case of suhnmdiarv companies, the number of shares of each class
held by the holding company.

(C) Where circumstances permit, authorised, issued, subscribed, called-up
and paid-up capital or an y two or more ol them may be shown as one item.

LONG -TER\1 LOANS

8. (A) Long-term loans shall be classified as secured and unsecured, and
under each class shall be shown separately:--

3.	 Stir, b y S.oniiaiion No .s,R,() 859(1)/S3. daied 29..1983.
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(I) loans from banking companies and other financial institutions;

(ii) loans from subsidiary companies, controlled firms, managed modarabas
and other associated undertakings;

(iii) loans from directors (including chief executive), managing agents and
employees of the company,

(iv) other loans.

(B) There shall he stated in respect of each loan:--

(a) the rate of interest:

(h) instalments or period in which the loan has to be repaid:

(c) where any of the long-term loans are secured otherwise than by the
operation of law on any assets of the company, the fact that the loans are
so secured. toacificr with a statement ol the assets upon which tlies are
secured and where more than one class of liabilities is so secured, their
relative priorities with respect to pa yment of interest or profit and
redemption:

(d) an y other material terms.

DEBENTURES AND PARTICIPATION TERM CERTIFICATES (PTC)

9. (A) Borrowings in respect of debentures and FTC shall be separately
shown classified as secured and unsecured together with a statement of the assets
upon which they are secured and where more than one class of liabilities is so
secured, their relative priorities with respect to payment of interest or profit and
redemption shall he stated.

(B) The y shall he stated in respect of each class of debentures and FTC--

(a) the rate of interest or profit:

(b) terms of redemption or conversion:

(c) the earliest dates on which the debentures or FTC ma y he redeemed or
the company or holder thereof has power to convert into shares:

(d) particulars of any redeemed debentures or FTC which the compan y has
power to reissue;

(c) if any sinking fund exists.

(C) Where any of the company's debentures or FTC are held b y a nominee
of, or trustee for, the compan y, the amount thereof, calculated on the same basis
as the total amount standing in the balance-sheet in respect of the dehcnturcs or
PTC of that -class, shall unless and until the debentures or PTC so held are
reissued or cancelled, he shown as deduction from the total.

DEFERRED LIABILITIES

lU. (A) Liabilities as are under recognised accounting principles
appropriatek classified as deferred liabilities shall he shown distinuishcd as--
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(a) for taxation;

(h) for pension, gratuit y and other staff benefit schemes;
(c) other deferred liabilities showing separately (material items).

(B) Where any of the deferred liabilities arc secured otherwise than b y the
operation of law on any assets of the company, the fact that the liabilities are so
secured, together with a statement of the assets upon which the y are secured, and
whcre more than one class of liabilities is so secured, their relative priorities wb h
respect to pavnient of interest or profit and redemption.

(C) Where an' deferred liability is represented b y accumulations which are
required b y law to he invested in any specific manner or kept in a special deposit
or account, the same shall he shown separately indicating the mode in which it is
invested, deposited or kept.

(D) Where an y liabilit y has not been fully provided for, the extent to which it
has not been provided for together with the reasons thereof (showing separately
the portion relating to the financial year) shall he disclosed.

LONG-TERM DEPOSITS

Il The aore gate arnoant of deposits classified accordin g to nature and
repa yment period,hall he shown ilonewith rate of interest pa yable thereon and
other niaterial terms. Such deposit shall be classified its--

(a) froui cui mimers;

(h) from cm pIt 'ces;

h) from others

CURRENT LIABILITIES

12. A) Current lialnilities shall mean liabilities due and pa yable (other than
liahjlirie the pa yment (A which ma y, at the compan y's option, he postponed)
sithin telve months from the date of the balance-sheet, together with such other
liabilities as are under recoi.njsed accounting principles appropriately so classified,

B) Current liabilities and provisions shall, so far as they are appropriate to
the company's business, he classified under the following sub-head:--

(1) short-term loans, distinguishing between secured and unsecured and
between loans taken from--

(a) banking companies and other financial institutions;

(h) subsidiary companies, controlled firms, managed modarabas and
other associated undertakings;

(c) directors (including chief executive) and managing agents; and

(ii) others.

(ii) current portion of long-term liabilities;
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(iii) deposits stating separately those repayable on demand and others
alongwith rate of interest payable thereon, if any

(iv) creditors;

(v) accrued liabilities;

(vi) bills payable;

(vii) advance payments and unexpired discounts for the portion for which
value is still to be given, e.g. in the case of newspapers, clubs and
steamship companies;

(viii) interest accrued on secured loans:

(ix) interest accrued on unsecured loans;

(x) profit accrued on FTC;

(xi) other liabilities, if an y (to be specified). e.g. unclaimed dividend, unpaid
dividend:

(.Ili) provision for taxation, showing separately excise duiies, customs duties,
sales tax, income-lax, etc.,

(xiii) proposed dividend: and

other provisions and accruals for contingencies (to he specified, if
materiaft

(C) Where an short term loans or an y other liabilities of the compan y arc
secured otherwise than by the operation of law on any assets, of the company, the
fact that the liabilities are so secured shall he stated, together with a statement of
the assets upon which the y are secured, and where more than one class of
liabilities is so secured, their relative priorities with respect to payment of interest
or profit and redemption.

13. No liabilit y shall he shown in the balance sheet or the notes thereto at a
value less than the amount at which it is repayable (unless the quantum of
repayment is at the option of the company) at the date of the balance-sheet or, if
it is not then repayable. at the amount at which it will first become so repayable
thereafter, less, where appropriate, a reasonable deduction for discount until that
date.

CONTINGENCIES AND COMMITMENTS

14. There	 shall be added a footnote to the balance sheet, showing
separately--

(1) arrears of fixed cumulative dividends on preference shares together with
the period for which the dividends are in arrears. if there is more than
one class of preference shares, the gross amount of dividends in arrears
on each such class shall he stated separately;

(ii) aggregate amount of an y guarantees given b y the compan y on behalf of
the chief executive, directors, managing agents or other employees of the
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compan y or any of them (severally or jointly with any other person),

subsidiaries, associated undertakings, mana ged 'iodarabu.c or any other

person shall he stated separately, if maiertctl and where practicable, the

general nature of the guarantee;

(iii) except where the amount of contin gent loss has been accrued in the

financial statements or the possibilit y of a loss is remote, folloving

information regarding the existence of contingent loss:--

(a) the nature of contingency;

(b) the uncertain factors that ma y affect the future outcome;

(c) an estimate of the amount of loss or the range of amounts of loss or a

statement that such an estimate cannot he made:

Similar information regarding the existence of a contingent gain shall be

proideu if it is probable that the gain will he realised:

(iv) uncalled liabilit y ( ) it 	 paid shares held as investments:

(i) where practicable with aggregate amount or estimated amount, it' it is
material, of contracts for capital expenditure. so far as not provided for:

(vi) other sums for which ihe company is contingentl y liable: and

(vii) an y other conunitnicnt. if the amount is material, indicatin g tiie general

nut nrc of the ci'niin it nict:t.

P . RT III

RFOLIRE\IF.NTS ATC) PROFIT AND LOSS ACCOUNT

1. The protit and loss account shall he so made out as to disclose clearl y the

iperal ne results il ilic eoinpuiiv during the financial year covered b y the account

and h.ill show. tirr,iii ged unilL:r the most convenient heads, the gross income and

the gross expenditure of the compan y during the financial year disclosing every

material feature and fit 	 the lollowuig:--

(A) (i) the turnover and showing as deduction therefrom—

(a) commission paid iii sole selling agents;

(b) coin mission paid to other sellin g agents: and

(e) brokerage and discount on sales:

(ii) income from investments, showing separately income from each

associated undertaking and Irom other investments:

(iii) income by wa y 01 interest on loans and advances and other interests:

(it-) income arising front 	 Term Certificates:

(v) income from iniodaraba or inodaraha certificates;

(i',) profit on sale of investment;

(vii) profit on sale of fixed assets;
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(viii) income arising from unusual items;

(Lx) income arising from prior period item; and

(x) other income, showing separately every material item and the nature of
each such 11am:

(B) (i) the value of stock-in-trade, including raw materials and components
work in progress and finished products, as at the commencement and as
at the end of the financial year: and

(ii) purchase of raw materials and components and finished products;

OR

(iii) instead of the information in (B) (I) and (ii) above, cost of raw materials
and components consumed and cost of purchase finished goods sold.

(C) expenditure on--

U) stores and spare parts consumed:

(ii) fuel and power:

(iii) saaries and wa g es includin g bonus, contribution to provident and other
funds and expenses on stall welfare:

(ii' rent, municipal rateS and provincial and local taxes:

() insurance:

(vi) repairs and maintenance: and

(vii) patents, copyri ghts. trade marks, designs, royalties and technical

assistance.

(D) The aggrcatc amount of auditor's remuneration, whether fees, expenses
or otherwise. for service rendered as auditors or in any other capacity showing

separatel y the remuneration for services rendered as auditors and the
remuneration for services rendered in any other capacilv and stating the nature of
such other services. in the case of joint auditors, information shall be shown
separately for each of the joint auditors.

4 [(E) Other expenses, showing separately ever y material item and the nature
of each such item. In the case of donations where any director or his spouse has
interest in the donee fund, the names of such directors and the names and
addresses of donecs shall he disclosed.)

(F) (1) the amount provided for depreciation, renewals, or diminution in the

value of used assets:

(ii) if such provision is not made b y means of a charge for depreciation, the

method adopted for makin g such provision shalt be disclosed.

4. lOuse (e) suus. by S.RO, s90t /53 duied 29.&1993
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(iii) where such provision is made b y means of a-char ge for depreciation, the
value of the assets and the additions or deletions thereto, the
depreciation methods and the depreciation rates used for fixed assets
under each sub-head of paragraph 2 (A) of Part II of this Schedule shall
be disclosed;

(iv) where no such provision has been made, the reasons for not making it
and the amount of depreciation which should have been provided and
the quantum of arrears of depreciation, if any, shall he disclosed.

(G) (i) The amount of interest on borrowings showing separately the amount of
interest on the company's debentures, on other long-term loans and on
short term loans and showing b y way of a note the amount of interest on
borrowing from the associated undertakings, directors (including chief
executive) and the managin g agent, If-any;

(ii) loss on sale of inestmm2ntS;

(iii) loss on sale of fixed assets;

(ii-) debts written . olf as irrecoverable distinguishing between trade and other
debts;

p romson for doubtful or had debts distinguishing between trade and
flOur debts;

provision or diminution in value of investments;

(en) loss or expenses arising from unusual items and provisions therefor;

(i -rn) provision for losses of subsidiaries, controlled firms and associated
undertaking: where loss is act uallv incurred, the extent of loss in the case
of each suhidiarv corn panv. controlled firiti and associated undertaking
shall hc diseloseil b y way of a note;

(LO (e ) provision for taxation on income, capital gains and other tax or taxes,
showing separately the provision for liabilit y in respect of the profit of
the financial year and the provision for liability deferred due to timing
differences and distinguishing where applicable, between the provision
for Pakistan taxation and the provision for taxation elsewhere;

(1) pro1sion for deferred liabilit y for taxation on income for the financial
year ma y exclude the tax elleets of certain timing differences when there
is reasonable evidence that these timing differences will not reverse for
some considerable period (at least three years) ahead. There should also
be no indication that after this period these Liming differences are likely
to reverse;

(c) where provision for taxation in respect of the profits of the period is
reduced by the writing back of a part or the whole of the provision for
deferred liability made in previous periods the amount written back shall
he shown as deduction from the gross charge for taxation; and

(a) other provisions for meeting specific liabilities, contingencies or
commitments (material items to be shown separately);
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(H) (i) the amount set aside or proposed to be set aside as reserves, showing
separately the respective amounts in respect of each item of reserve;

(ii) the amount of profit pa yable to PTC holders; and
(iii) the amount of the dividend proposed.

2. The profit and loss arising from "hedge" and 'forward" contracts, trading
in "futures' and "badla (contango and backwardation)"and other transactions of a
similar nature, carried forward or completed by 'meeting the difference" and not
resulting in actual purchase or sale of stock-in-trade shall not be deducted from or
added to the cost of item (B) (ii) and (iii) in paragraph 1 of this Part, and shall be
shown separately in the profit and loss account.

3. There shall be stated byway of a note the respective amounts included in
item (G) (is') and (s') of paragraph I of this Part for (a) debts due by the directors,
chief executive, managing agents and executives of the company and any of them
severally or jointly with any other person, (b) debts due by associatedundertakings.

4. The following shall be stated by way of a note:--

(i) the aggregate amount charged in the financial statements in respect of
the directors, chief executive, managing agents and executives by the
company as fees remuneration, allowances, commission, perquisites or
benefits or in any othet' form or manner and for any services rendered,
and shall give full particulars of such aggregate amounts, separately for
the directors, chief executive, managing agents, 5 

* ] and executives
together with the number of such directors and executives under
appropriate heads such as--

(a) fees;
(b) managerial remuneration;
(c) remuneration or commission based on net profit or turnover;
(il) reimbursable expenses which are in the nature of a perquisite or

benefit;
(e) pensions, gratuities, company's contribution to provident,

superannuation and other staff funds, compensation for loss of
office and in connection with retirement from office;

(I) commission indicating the nature thereof and the basis on which
such commission is payable;

(it) other perquisites and benefits in cash or in kind stating their nature
and where practicable, their approximate money values; and

(Ii) the amounts, if material, by which any items shown above are
affected by any change in accounting policy;

(ii) in the case of sale of fixed assets otherwise than through a regular
auction made to chief executive or a director or managing agent or an
executive or a share-holder holding not less than ten per cent of the
voting shares of the company or any associated undertaking,
61 irrespective of the value of the assets and in the case of any other

5. Omitted by S.R,O. 8.59(0/83, dated 298.1983.
6. Subs, by S.R.O. 859(1)183. dated 29.8.1983.
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•personl, if the book value of the asset or assets exceeds in the aggregate
five thousand rupees, particulars of the assets and in aggregate (a) cost
or valuation, as the case may be, (b) the book value, and (c) the sale
price and the mode of disposal (e .g., by tender or negotiation) and the
particulars of the purchaser.

5. The following information shall be -disclosed in respect of transaction
with associated undertaking showing separately the aggregate amounts of--

(1) purchases from and sales to or goods and services;
(ii) brokerage or discount or commission together with the nature and the

basis on which such brokerage, discount or commission is payable;
(iii) interest indicating the nature thereof; and
(iv) any other transaction indicating the nature of every material item,

6. A company need no show the amount set aside as provisions other than
those relating to depreciation, renewals or diminutor in value of assets, if, on
application made by it, it has been allowed by the Authority to do so on being
satisfied that the disclosure of such information would be prejudicial to the
interest of the company, but shall so frame or mark the heading covering the
amount of such provisions as to indicate that it has been so allowed by the
Authority.

7. The profit and loss account shall be so drawn up as to dissolve separately
the manufacturing, trading and operating results. in the case of manufacturing
concern, the cost of goods manufactured shall also be shown. Where an
undertaking has more than one .j line of business the working results of such
'I . . .} line of business should be separately given provided the turnover of such
unit or line of business exceeds twenty per cent of the total turnover of the
company. Value of items exported during the financial year shall also be shown
provided such value exceeds twenty per cent of the total turnover of the company.

FORM A

ISee rule. 12 (2-A))

Pattern of holdings of the shares held by the share-holders as on 19

No. of share-holders 	 Share-holders	 Total shares held

From	 ...	 I to 100	 Shares
From	 ...	 101 to 500
From	 501 to 1000
From	 ...	 1001 to 5000
From	 ...	 5001 to 10000
From	 ..	 10001 to above.

7. Words omitted hv Noji1cation S.R.O. No. tt59(I)f83, dated 29.8.1983.
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Categories of share-holders

Individuals

Investment Companies

Insurance Companies

Joint stock companies

Financial institutions

Modaraba companies

Others (to be specified)

Number	 Shares held	 Percentage



MONOPOLIES AND RESTRICTIVE TRADE PRACTICES
(CONTROL AND PREVENTION)

ORDINANCE, 1970
ORDINANCE V OF 1970

An Ordinance to provide for measures against undue concentration of
economic power, growth of unreasonable monopoly power and

unreasonably restrictive trade practices
[Gazette of Pakistan, Extraordinary 26th February. 1970]

Whereas the undue concentration of economic power, growth
of unreasonable monopoly power and unreasonabl y restrictive
trade practices are injurious to the economic well-being, growth
and development of Pakistan;

And whereas it is expedient to provide for measures against
such concentration, growth and practices and for matters
connected therewith or incidental thereto;

And whereas the national interest of Pakistan in relation to the
economic and financial stability of Pakistan requires '[Federal]
legislation in the matter;

Now, therefore, in pursuance of the Proclamation of the 25th
day of March, 1969, read with the Provisional Constitution Order,
and in exercise of all powers enabling him in that behalf, the
President is pleased to make and promulgate the following
Ordinance;--

I. Object of Ordinance. Avoidance of undue concentration of economic
power and detriment factor in ownership or control of shares and their voting
power is the object and scope of the Ordinance! The Ordinance aims at breaking
monopolies and avoiding undue concentration of economic power. One mode of
avoiding undue concentration of economic power is to break or at least weaken
such associations which are commonly managed but have semblance of separate
CflhiLiCS.

The purpose of the Ordinance is to eradicate three 'vices' from the economic
structure of our society, namel y (i) undue concentration of economic power, (ii)
growth of unreasonable monopoly power and (iii) unreasonabl y restrictive trade
practices. It may or may not be possible to rid the economic life of this country
completely of these three diseases but the Ordinance undoubtedl y seeks to curb
them as far as possible. A close scrutin y of the Ordinance will show that the three

1. Subs. by P.O. 4 of 1975.
19146 CLC27&1.

3. 3986CLC2459(DB).
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problems identified therein have not been treated at par. It may be noted that in
the definition clause the expression 'economic power' or 'concentration of
economic power' does not figure. On the other hand 'Monopoly Power' has been
defined although the definition does not say when a certain monopoly power
becomes , an unreasonable monopoly power, while not only 'trade' and 'trade
practices" have been separately defined but even the meaning of 'unreasonably
restrictive trade practices' has been explained in the definition clause. This is one
aspect of the differential treatment accorded to the economic power, the
monopoly power and the restrictive trade practices.'

CHAPTER

PRELIMINARY

1. Short title, extent and commencement (1) This Ordinance
may be called the Monopolies and Restrictive Trade Practices
(Control and Prevention) Ordinance, 1970.

(2) It extends to the whole of Pakistan.

(3) It shall come into force on such date as the '[Federal
Government] may, by notification in the official Gazette, appoint,

1. Scope. The Ordinance is intended to provide measure against undue
concentration of economic power, growth of unreasonable monopoly power and
unreasonably restrictive trade practices to secure national interest of Pakistan in
relation to its economic and financial stahiIity.

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

(a) "agreement" includes any arrangement or understandingW

hether or not in writing and whether or not it is or is
intended to be legally enforceable;

(b) "associated undertakings" means any two or more
undertakings interconnected with each other in the
following manner, namely:--

(I) if a person who is the owner or a partner, 7[* * * J of
an undertaking or who directly or indirectly holds or
controls =carrying not less than '[Thirty] per cent.
Of the voting power in such undertaking, is also the
owner or a partner, 	 * ] of another undertaking or,
directly or indirectly, holds or controls shares carrying

4. TD1976 h8u1977I	 732.
5. Subs, by P.O. 40(1975.
6. Ph J 1987 SC 220'PLD 1987 SC 202.
7 Onstitni by Ord. 26 of 1980, S.2.
8. Subs, by Ord.. 26 of 1980 , 5.2.
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not less than ¶T'hirtyj per cent. of the voting power in
that undertaking ' f or].

(ii) if the undertakings are under common management or
cornmoncontrol or one is the subsidiary of another;

1. Scope. Sub-clauses (i) .& (ii) of S. 2 (1)(b) of Ordinance V of 1970, are
not conjunctive but disjunctive.' 0 Therefore, provisions ofS. 2(1) of the Ordinance
011970 deal with such conditions where a person being owner, partner, officer or
director of two undertakings joins undertakings as associated undertaking.
Provisions of sub-d. (ii) of S. 2 of the Ordinance would, however, contemplate
such situations when two undertakings are at a common management or control
or one is subsidiary to the other," and it defines different situations which could
lead to inter-connection between two or more undertakings bringing them within
the definition of 'associated undertakings'.

Associated undertaking. Inter-connection of undertakings and interlocking
thereof with each other through common directors being responsible in converting
major Units into closed concerns resulting in concentration of economic power in
few hands, was the motivating force for promulgation of Ordinance V of 1970 to
remedy such situation.'

(c) 'Authority means the Monopoly Control Authority
constituted under section 8;

(d) 'control', in relation to an undertakin g, means the power
to exercise a controlling influence ovcr the management
or the policies of the undertaking, and. in relation to
shares, means the power to exercise a controlling influence
over the voting power attached to such shares;

(e) "individua' includes a Hindu undivided family;

1. Scope. "Individual' would he deemed to own, hold or control apart from
his own, shares held by his spouse, brother, sister, lineal ascendants or lineal
descendants. Where shares held b y such category of relations exceed fifty per cent
of voting power, registration as per requirements of Ordinance V of 1970 would
be imperative if total value of assets is not less than Rs. one crore,'4

(f) "market", in relation to any goods or services, means the
geographic Pegion in which competition in the production
or sale of such goods or the provision of such services
takes place;

9 Suh. by Ow.. 26 of 1980. S. 2.
10. 1986 CLC2867+ 1986 CLC2490+1986 CLC 2757.
11. 1986 CLC 2489 (Dli).
12. 1986 CLC2757.
13 1986 CLC 2757.
14 1986 CLC 2744 (1313) (MCA).
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g) "monopoly power" means the ability of one or more sellers
in a market to set non-competitive prices or restrict output
without losing a substantial share of the market or to
exclude others from any part of that market;

(h) "price", in relation to the sale of any goods or to the
provision of. any services, includes every valuable
consideration. whether direct or indirect which in effect
relates to the sale- of any goods or the provision of any
services;

(I) "retailer", in relation to the sale of any goods, means a
person who sells the goods to any other person otherwise
than for re-sale;

Ci) "service' means provision of board, lodging, transport,
entertainment or amusement, or of facilities in connection
with the supply of electrical or other energy, purveying of
news, banking, insurance or investment;

(/c) 'trade' means any business, industry, profession or
occupation relating to the production, supply or
distribution of goods or the control of production, supply
or distribution of goods, or to the provision or control of
any service;

(I) "trade practice" means any act or practice relating to the
carrying on of any trade or business;

(m) "undertaking" means any concern, institution,
establishment or enterprise engaged in the production,
supply or distribution of goods, or in the provision of
control of any service;

Synopsis

t Scope.

	

	 2. Undertaking with foreign
branches.

1. Scope. Overseas Bank providing "service in form of banking while
Insurance Company in form of insurance would be included within the definition
of word service' and may be termed as "undertaking".'5

2. Undertaking with foreign branches. An undertaking incorporated in
Pakistan having branches in foreign countries is governed by Ordinance V of 1970.
Habib Bank (Overseas) Ltd. though having branches in foreign countries, its

15. 1988 CLC 2489 (DII).
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operation being controlled through Head Office in Pakistan, would be anundertaking as defined in S. 2 (1)(ni)!"

(n) "unreasonably restrictive trade practice means a trade
practice which has or may have the effect of unreasonably

revrrtirig, restraining or otherwise lessening competition
in any manner;

(o) "value of assets," in relation to an undertaking, means the
value of assets of the undertaking at cost less depreciation
at the normal rates at which depreciation is calculated for
P urpose of assessment of income-tax;

1. Scope. The word 'assets' has to be given its ordinary meaning, and not to
be understood as having any extended meaning which the word 'includes' conveys.
ft is generall y used in collective plural, and in commercial law it denotes the
aggregate of available propert y, stock in trade., cash etc. belonging to a merchant
or mercantile company (Black's Law Dictionary, Revised Fourth Edition, p. 151).
It is also used to signify the means which a person or a bank or a corporation has
as compared with his/its liabilities, that is, its identityis separate and is not
inclusive of debts or liabilities but is only comparable to them, it is in this sense
that the word "assets" has been used to denote a 'complete whole" of the property.
Any other meaning given to it will be against the verbal expression of the
legislature, and would defeat the very purpose of the legislation.' ITherefore
phrase "value of assets" would mean value of all assets including fixed and current
assets as reduced by depreciation allowance which had to he worked out at
normal rates for purposes of income-tax assessment. Liabilities could not be
deducted from assets for determining value of assets."

Depreciation of assets. Depreciation is allowed at normal rates at which
depreciation is calculated for purposes of assessment of income-tax only for assets
which are depreciable. Such depreciation would be in respect of fixed assets
forming only one part of total assets" Depreciation, would be at normal rate for
purposes of assessment of income-tax excluding therefrom such depreciation for
double and triple shifts working. Extra allowance up to fift y per cent of normal
allowance on account of double shift working and hundred per cent of normal
allowance on account of triple shift working could be granted. Such extra-
allowance would be proportionate to number of days during which double or
triple shifts were worked. Value of assets of an undertaking at cost would be
governing fact whereas depreciation as calculated for purposes of income-tax was
merely a concession in respect of valuation of fixed assets forming only one pan of
assets. Assets of an undertaking which commands and exercises influence on
market leading to concentration of economic power in few hands, would not be by
its fixed assets only but total value of all its assets including machinery plant,
investments and liquidity of cash. Current assets form important element in

16. t98t,CLC28677
17. PLJ 1987 SC 220' PL[) 1987 Sc 203. (1986 CLC 2739 is no more good law).
18. 1986CLC2881 (FB)(Mc).t%1 CLC2240.
19. 1986 CL  27t (DO) (.M CA)
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calculation -of total value of assets of a private limited company which would
attract provisions of Ordinance V of 1970 which refers to total value of assets and
not to fix assets onJy.a

'Fired' and 'current' asse gs. Term 'value of assets' means total assets and not
fixed assets alone.' "Current assets" which are generated by "fixed assets" while
going into market attract wealth and add to concentration of economic power of
undertaking. Scheme of Ordinance, V of 1970 shows that it would not be possible
to confine word "assets" to fixed assets only.' Fixed assets depreciate and are liable
to be written off, in course of time. It is, through investment in current assets that
in long run fixed assets are replaced or increased. Additional fixed assets also
come from only cash earnings during the course of business and ploughed back
into the undertaking forming part of total value of assets. In balance-sheet of
every business concern, current assets and investments are shown on asset side as
without them real financial position of undertaking would not be available and
soundness thereof, could no be judged.

(p) 'wholesaler," in relation to the sale of any goods, means
person who purchases goods and sells them to any other
person for re-sale; and

(q) 'words and expressions" used but not defined in this
Ordinance and defined in the Companies Act, 1913 (VII
of 1913), have the meanings respectively assigned to them
in that Act.

(2) For the purposes of this Ordinance an individual shall be
deemed to own, hold or control a thing if it is owned, held
or controlled by the individual or his spouse, or by a
brother or sister of the individual or by any of the lineal
ascendants or descendants of the individual.

1. Scope. The word "individual" would be deemed to own, hold or control a
thing if it was owned. held or controlled by individual or his spouse or by brother
or sister of individual or by any of lineal ascendants or descendants of individual.
Judicial person like limited company would not be "individual" for the purposes of
Ordinance, V of 1970.

CHAPTER II

UNDUE CONCENTRATION OF ECONOMIC POWER, ETC.,
PROHIBITED

3. Undue concentration of economic power, etc., prohibited.
There shall be no undue concentration of economic power,

20 1986 CLC 2725 (DII) (MCA)
1 1986 CLC 2234 (Fl)) (MCA).
2 1986 Cl,C2241J.
3 1986 CL(' 2744.
'1. 1986 CLC 2252+ PLD 1986 Lab. 346= PU 1986 Lab. 408.
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unreasonable monopoly power or unreasonably restrictive trade
practices.

Synopsis

1. Scope.	
1	 3. Fixation of price of goods

2. Restriction of area of sale of 	 produced.
product.	 4. Reduction of share holding.

1. Scope. The purpose of the Ordinance is stated in section 3 thereof which
prohibits undue concentration of economic power, un-reasonable monopoly
power, and unreasonably restrictive trade practices because these factors give rise
to uneven distribution of wealth amongst different sections of society, ultimately
leading to unrest, strife and conflict amongst them, thereb y rctrading economic
growth and impairing its general welfare. To achieve this object the Ordinance
creates a body known as Monopoly Control Authority which administers this law
.nd in that context exercises man y powers and performs various functions. The
hrst step in this direction is the collection of necessary information and data from
those engaged in business and commerce in the private sector and that is done
through the process of registration as embodied in section 16 of the Ordinance
and the rules made (hereunder. After completing this step, the Authority begins
the process of inquiry and if it prima facie finds that the provisions of Section 3
have been or are likel y to be contravened it passes an order under section 12 after
following the procedure laid down in section 11 and keeping in view the guidelines
given in sections 4. 5 and 6 of the Ordinance.5

Economic power. Assets in their entirety are to be taken into account for
determining economic power of undcrtaking. 6 The assets of undertaking and its
exercise of influence in market leading to concentration of economic power in few
hands, would not he by its Fixed assets only but by total value of all its assets
including machinery, plant, building investments and liquidity of cash. Current
assets would give flexibilit y to exercise of economic power and lead to
manipulation of market. Such current assets would thus form a major part of total
value of assets of a company whether private limited or public limited, attracting
provisions of Ordinance, V of 1970.

Total share holding of individual to he considered. Individual's shareholding in
an associated undertaking which in turn has shares or controlling shares in
another undertaking in which concentration of economic power occurs, would
have to he taken into consideration while dealing with the term 'individual'.
Totality of shareholdings of individual would have to be taken into account. Such
shares though held in a corporate bod y and re-invested in another undertaking
would have to be taken into account for determining final percentage of

5. 19') d.0 I00.
6. PU 1987 SC 220= }'LD 1987 Sc 202.
7. 1986 CLC 2744 (DO).
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controlling shares in any particular undertaking which was a-subject-matter before
authority.

2. Restriction of area of sale of product. Where agrecincnt by undertaking
for sale of products specifies particular area within which products of undertaking
are to be sold. It may have effect of unreasonably preventing, restraining or
otherwise lessening competition and constitute unreasonably restrictive trade
practices. But if Authority is satisfied that area restriction provided for in
agreement would have effect of achieving efficiency in distribution in specified
area. Such benefits of efficiency would outweigh any adverse effects of restrictive
clause. Authority allowed retention of such clause in agreement.9

3. Fixation of price of goods produced. Where there was an agreement for
sale of products specifying sale of goods to established independent dealers at
wholesale prices fixed by Undertaking. Authorit y directed undertaking to modify
such clause of agreement so as to indicate clearly that price fixed by undertaking
was maximum price and distributors were at libert y to sell goods at a price lower
than that fixed by undertaking.IC

4. Reduction or shareholding. Where for removal of undue concentration of
economic power although percentage of shareholding which would be ordered to
be sold is not prescribed, vet letter and spirit of la y., would indicate that for
removal of undue concentration of economic power, same should not be technical
reduction by .01% below 50 per cent. Fifty per cent voting power having been
prescribed in relation to controlling shares, reduction thereof to 49.99 per cent
would not be sufficient to negative concentration of economic power in relation to
undertaking. Further reduction in such shareholding would be legally called for."

4. Circumstances constituting undue concentration of economic
power. Undue concentration of economic power shall be deemed
to have been brought about, maintained or continued if--

(a) there is established, run or continued an undertaking the
total value of whose assets is not less than 12[fifty million]
or such other amount as the Authority may by rule
prescribe, and which is--

(i) not owned by a public company, or

(ii) is owned by a public company in which any individual
holds or controls shares carrying not less than fifty per
cent, or such I other percentage as the Authority may by
rule prescribe of the voting power in the undertaking;

S. 1986 CLC 2764
19&, CLC 2762 (Fl)).

IC 196 CLC 2762 (FR)
N. 19S( CLC 2764.
12. Subs. by Ord.. 16 of 1982. S. 2.
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(h) there are any dealings between associated undertakings
which have or are likely

 to have the effect of unfairly
benefiting the owners or share-holders of one such
undertaking to the prejudice of the owners or share-
holders of any other of its associated undertakings.

Synopsis
1. Scope.	 2. Undue	 concentration	 of

economic	 power--
determination of.

3. Public interest to be considered.
1. Scope. Generall y the industrial concentration of economic power

amon gst others is to be judged in terms of its size, that is, assets. employment and
'titput, and this concept is notabl y apparent from the above consideration. The

size is reflected alone by the value of assets of the undertaking which significantlydcnotes embodiment of economic power and when it obtains the optimum of the
statutory limit then b y legal fiction undue concentration of economic power is
brought about, maintained or continued and it then becomes objectionable
because of the anticipated evil consequences of such concentration. The size has,
therefore, direct ncus with the concentration of economic power irrespective of
its obligations for if that was to he taken into consideration then the undertaking,
though it may be l)osSeSscd of tremendous economic power holding a top
monopoly position, would not vet conic vithin the scope of the enacted provision
:vs to its size. This would he a gainst the purpose of the Ordinance itself and the
Concept of size as an embodiment of the concentration of economic power qua its
assets, employment and Output."-Concurrent assets' which are generated by
"fixed assets while going into market attract wealth and add to concentration ofeconomic power of undertaking. Scheme of Ordinance, V of 1970 shows that it
would not he possible to confine word 'assets to fixed assets only.4

Total value of asezs. The word 'total' occurring in Section 4(a)(i) of the
Ordinance is prefixed before the term 'value of' whose assets' which in the
ordinary En glish language means: whole; complete; including all; co-ordinating
everything towards one end. This also reflects the entiret y of the assets whose
value has to be reckoned in order to determine the size of the undertaking as
whether it qualifies for the statutory action. This being so, it is difficult to accept
that the term 'value of assets" should be e.ivcn a limited meaning. Total value of
assets being different from net worth of undertakings, deduction of liabilities,
could take place only when net worth is calculated,°

6)171 any. The word "individual' in section 4(a)(ii) does not include acorn pany.'
2. Undue concentration of economic power--determination of. For the

purpose of determination of undue concentration of power the words cash at cost

13. PU 1987 SC 220=PID 1987 SC 202.
14. 1986CI.C2244)(pB)(s,j,\)
15. 1986 C1 , C 2744 (DR) (MCA).
16. PLD 1986 La h. 346 Ph J 1986 L, h. 408.
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has no other significance but that it is referable to its face value. And as to the
value of the stock in trade, even though it fluctuates, it has to be computed on a
fixed date at cost according to the rules framed under the Ordinance or, in any
case, even under the recognized method of accounting, the value has to be
determined at cost or market price on a fixed date to ascertain profit and loss.
The interpretation is wholly consistent with the size referable in terms of the value
of assets, and equally satisfies the test.17

3. Public interest to be considered. On discovery of a case of -undue
concentration of economic power under S. 4(a)(i) or 4(a)(ii) it is not mandatory
for the Authority, to take action under S. 12 (1)(a)(i) or S. 12 (1)(a)(ii),
irrespective of all consequences. It may be done only when it is necessary to do so
in public interest If such was the intention of the legislature, then there was no
need of having section II. The word 'may" in section 11 also shows that the power
is enabling and to be used when necessary, in the.public interest.IS

5. Circumstances constituting unreasonable monopoly power. (1)
Unreasonable monopoly power shall be deemed to have been
brought about, maintained and continued if--

(a) there has been created or maintained any such
relationship between two or more undertakings as makes
them associated undertakings where they are competitors
in the same market and together produce, supply,
distribute or provide not less than `[one-third] of the total
goods or services in such market;

(b) there has been any acquisition by one person or
undertaking of the stock or assets of any other person or
undertaking or any merger of undertakings, where the
effect of the acquisition or merger is likely to create
monopoly power or to substantially lessen competition in
any market, including any acquisition which creates any
such relationship as is referred to in clause (a);

(c) any loan is granted by a bank or insurance company to any
of the associated undertakings of amounts greater or on
terms more favourable than for loans made available to
other undertakings in comparable situations, or any loan is
granted by a bank or insurance company to a person or
undertaking not associated with it on the condition or
understanding that the borrower or any of its associated
undertakings will make any loan to a person or
undertaking associated with the lender.

17. PU 19S7 SC 220= PLD 1987 Sc 20:.
18. PLD 1986 Lab. 346= PU 1986 Lab. 408 = NLR 1987 AC 227.
19. Subs, by Ord.. 26 ol 1980. SA.



S.51	 MONOPOLIES AND RESrRJC1IVE TRADE PPACTICES	 1162(CoNI'RoI. & PREVENTION) ORDINANCE

(2) No such relationship, acquisition, merger or loan as is
referred to in sub-section (1) shall be deemed to have the effect of
bringing about, maintaining or continuing unreasonable monopoly
power if it is shown--

(a) that it contributes substantially to the efficiency of the
production or distribution of goods or of the provision of
services or to the promotion of technical progress or
export of goods;

(b) that such efficiency or promotion could not reasonably
have been achieved by means less restrictive of
competition; and

(c) that the benefits of such efficiency or promotion clearly
outweigh the adverse effect of the absence or lessening of
competition.

6. UrreasonahZv restrictive trade practices. (1) Unreasonably
restrictive trade practices shall be deemed to have been resorted to
or continued if there is any agreement--

(a) between actual or potential competitors for the purpose of
having the effect of--

(1) fLxin the purchase or selling prices or imposing an y other
restrictive trading conditions wifti regard to the sale or
distribution of any goods or the provision of any services;

(ii) dividing or sharing of markets for an y goods or services;

(iii) limiting the quantitY or the means of production,
distribution or sale with regard to an y goods or the
manner or means of providing any services;

(iv) limiting technical development or investment with regard
to the production, distribution or sale of any goods or the
provision of services;

(v) excluding by means of boycott any other person or
undertaking from the production, distribution or sale of
any goods or the provision of any services;

(b) between a supplier and a dealer of goods fixing minimum
resale prices, including--

(1) an agreement with a condition for the sale of goods b y a
supplier to a dealer which purports to establish or provide
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for theminimum prices to be charged on the resale of the
goods in Pakistan; or

(ii) an agreement which requires as a condition of supplying
goods to a dealer to the making of any such agreement;

(c) which subjects the making of any agreement to the
acceptance by suppliers or buyers of additional goods or
services which are not by their nature or by the custom of
the trade, related to the subject-matter of such agreement.

(2) No such agreement as is referred to in sub-section (1) shall
be deemed to constitute an unreasonably restrictive trade practice
if it is shown--

(a) that it contributes substantially to the efficiency of the
production or distribution of goods or of the provision of
services or to the promotion of technical progress or
export of goods;

(b) that such efficiency or promotion could not reasonably
have been achieved by means less restrictive of
competition; and

(c) that the benefits from such efficiency or promotion clearly
outweigh the adverse effect of the absence or lessening of
competition.

1. Scope. If a registered agreement comes within the ambit of S. 6(2), which
embodies exceptions to S. 6 (1) then that would not be violative of S. 31 and no
further action under S. 11 and S. 12 Will be required in respect thereof. After the
first stage of registration for the purpose of collection of necessary information
and relevant data is over, Authority shall commence the second sta'e in the
procedure of registration and finalise the matter in accordance with law.

7. Other circumstances constituting concentration of economic
power, etc. (1) Without prejudice to the provisions of sections 4, 5
and 6 , the Authority may by General Order prescribe the
circumstances in which and the conditions under which undue
concentration of economic power or unreasonable monopoly
power shall be deemed to exist and the practice which shall be
deemed to be unreasonably restrictive trade practice.

(2) Where the Authority is of opinion that, the making of a
General Order under sub-section (1) may be in the public interest,

20. 1990 CLC 1008.
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it shall conduct an inquiry affording the persons or undertakings
likely to be affected by such Order such opportunity of being heard
and of placing before it relevant facts and material as it may deem
fit.

(3) Before making any General Order under sub-section (1),
the Authority shall--

(a) publish in the official Gazette and in such other manner as
in its opinion will bring it to the notice of all persons and
undertakings likel y to be affected thereby a draft of the
proposed General Order together with a notice inviting
suggestions or objections to be submitted before a date
specified therein:

(b) consider any objection or suggestion which may he
received by it from any person or undertaking with respect
to the draft; and

(c) where it deems appropriate, afford an opportunit y to any
such person or undertaking of being heard and of placing
before it facts and material in support of the objection or
suggestion.

Synopsis

1. Scope.	 2. General order, procedure for
making.

3. Delegation of powers by legislature to Authority.

I. Scope. The Authority has been clothed with powers to declare
circumstances the existence of which would be deemed to constitute unreasonably
restrictive trade practices and the same may he besides those already referred to
in section 6. Headings prefixed to sections or sets of sections may act as guide to
ascertain the intention of the Legislature when some ambiguity arises in respect
thereof. However, the power conferred on the Authority b y section 7 of the
Ordinance is not an unrestricted power, but the same is restricted by the
definition of the term unreasonabl y, restrictive trade practice and the Authority,
without any doubt, is to be guided by the yardstick provided by the definition. It
was not possible for the Legislature to itself ascertain circumstances or conditions
which might have constituted unreasonably restrictive trade practices. Therefore,
the Legislature in its own wisdom entrusted such functions to the Authority. The
power exercised by the Authorit y, therefore, does not transgress in any manner
the limits circumscribed b y law. Section 6 is not exhaustive and thc Authority can
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still identify and declare Circumstances or conditions which may have the effect of
unreasonable restricting or lessening competition.'

2. General order, procedure for making. While empowering the Authority
to prescribe circumstances or conditions constituting unreasonabl y restrictive
trade practices, the Ordinance prescribes a complete procedure which the
Authority has to follow while acting under that section. A minute examination of
the provisions of section 7 would show, that before passing an order under
subsection (I) thereof the Authority if satisfied that making of General Order
under subsection (1) may be in the public interest, it shall conduct any inquiry.
Subsection (2) of section 7 further enjoins upon the Authority to provide to such
persons or undertakings likely to be affected by the General Order such
opportunity of being heard and placing before it relevant facts and material as the
Authority may deem fit. The purpose of such preliminary inquiry appears to be to
enable the Authorit y to identify circumstances which may necessitate making of a
General Order after the Authority has formed a tentative opinion in that behalf.
Subsection (2) and (3) of section ' 7 make it clearly manifest, that the Legislature
has contemplated two enquiries, first before making of draft General Order and
second thereafter. Again the different language used by the Legislature in
subsections (2) and (3) clearl y ShOWS that providing of opportunity of being heard
and placing relevant facts and material before the Authority contemplated under
subsection (2) of section 7 is of mandatory nature. Contrary to that subsection (3)
of section 7 makes it discretionary for the Authorit y to afford such an opportunity
to he affected parties. Any deviation from such procedure would render a
subsequent proceedings illegal and without jurisdiction. But where concerned
party itself failed to appear before Authorit y on (Lite fixed for purpose of hearing
and the Authorit y in exercise of itsdiscretion did not deem fit to grant an
adjournment. Party in fact sent its ohjcction to the Authorit y. Provisions of section
7(2) of the Ordinance, were held to he sufficiently complied with by the
Authority.

(;i'ii,ra/ order and order under sections 11 and 12--distinction. A General
Order as contemplated by section 7 of the Ordinance cannot he similar in terms
to an order issued under sections 11 and 12 of the Ordinance. That is because
under section 7 the Authorit y is only empowered to prescribe circumstances or
conditions which may constitute unreasonably restrictive trade practices. Section 3
of the Ordinance, inter a/ia, provides that there shall he no unreasonably
restrictive trade practices. A perusal of section II of the Ordinance would show
that the same ma y be pressed into service when the Authority is satisfied that
there has been or is likely to he a contravention of the provisions of section 3 of
the Ordinance and that action is necessary in public interest. It is, therefore, clear
that a General Order, as envisaged under section 7 and an order envisaged under
sections 11 and 12 cannot be similar in terms but has to be distinct in both its form
and substance. The General Order in question makes it sufficiently clear that what
it provides for therein is, that an arrangement or agreement for distribution of any
goods which is not in accordance with certain conditions as specified therein by
the Authority shall he deemed to be unreasonably restrictive trade practices. The

1. Fl!) 1986 Kar. 452 = Nt.R 98t, UC 552 (DES).
2. 1'l.I) 1986 Kar, 452 = Nt ft 1956 tJC 552 (DES).
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order then further proceed.s to setforth those conditions which would be deemed
to be unreasonably restrictive trade practices. This order, therefore, makes it
manifestly clear that both according to its form and substance, the same only
prescribes the circumstances or conditions under which certain practices would be
deemed to be unreasonably restrictive trade practices. Therefore, it nowhere
appears from the General Order that the same contains directions as
contemplated by sections 11 and 12 of the Ordinance.'

3. Delegation of powers by legislature to Authority. The only discretion left
with the Authority is to decide whether any restrictive trade practice as defined in
clause (ii) of section 2 is reasonably restrictive or unreasonably restrictive, it was
not possible for the Legislature to carr y out a surve y of all the restrictive trade
practices prevalent in the country or to imagine all the possible restrictive trade
practices likely to be resorted to in future and classify, them into 'reasonable' and
'unreasonable categories. The Legislature was, therefore, perfectly justified in
leaving the question to he decided by a bod y of experts in case of each industry
and each situation. In view of the present da y complexities of the socio-economic
life of our country such delegation, in the restricted manner explained above, has
to he permitted. In view of the construction to which section 7 is susceptible it
does not purport. to delegate essential legislative power to the Monopoly Control
Authority.

CHAPTER III

MONOPOLY CONTROL AUTHORITY

8. Constitution of Authoriry. (1) For the purposes of this
Ordinance the [Federal Government] shall. by notification in the
official Gazette, constitute a Monopol y Control Authority
consisting of not less than three members appointed by it one of
whom shall be appointed to be the Chairman.

(2) No person shall be appointed as, or continue to be, a
member of the Authority if he has or acquires an y such financial or
other interest as is likely to affect prejudiciall y his functions as such
member.

(3) No member of the Authority shall assume his office until
he has made such declaration affirming secrecy and fidelity as may
he prescribed.

(4) A member-of the Authority shall hold office for a period of
five years unless he earlier resigns or otherwise ceases to hold
office [or being a person in the service of Pakistan retires from
such service).

3. PLO 1986 Kar. 452= NLR 1986 tiC 552 (DEl).
4 P1.0 1976 Lah. 833=PIJ 1988 I,ah. 732.
S. Subs. hN, P.O. 4 of 1975.
6 Added by Ord, 561 1981. S.2.
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(5) A casual vacancy in the office of a member caused by
death, resitnation or otherwise shall be filled for the remainder of
the term of such member by the appointment of another person.

(6) No act or proceeding of the Authority shall be invalid by
reason only of "[the absence of a member or] the existence of any
vacancy among its members or any defect in its constitution.

8[(7) The Authority may from time to time delegate all or any
of its powers and functions to any two of its members].

Synopsis

1. Number of members of	 2. Biased member.
Authority.

1. Number of iiieuibers of Authority. Provisions of subsections (1) & (6) of
section 5 of Monopolies and Restrictive Trade Practices (Control & Prevention)
Ordinance, 1970 are neiihcr in conflict with nor controlled by each other. Purport
o each provision being independent even if two provisions are read together, the
inescapable conclusion would be that Monopoly Control Authority would consist
of' minimum of thr'e members, although a lesser number of members could sit to
decide a particular case. BY mere reason of three members not being deciding
members, the validity of decision.vould not he affectcd.

2. Biased nieniber. Where Chairman of Authority had been rendered
disqualified on account of his bias, malice and interest. The order of the Authority
would merit setting aside being violative of principle that a person cannot he a
Judge in a cause in which he is intcrcstcd.

9. Appointment of officers b the Authority. The Authority may
appoint such officers and servants on such terms and conditions as
it may determine.

CHAPTER IV

FUNCTIONS AND POWERS OF THE AUTHORITY
10. Functions of the Authority. The functions of the Authority

shall he--

(a) to register undertakings, individuals and agreements;

(b) to conduct enquiries into the general economic conditions
of the country with particular reference to the
concentration of economic power and the existence or
growth of monopoly power and restrictive trade practices;

7. Added by OtU.. 26 of 080. S 5.
8. Added by Ord.. 26 of 19SO, S. 5.
9. 1986 CLC 2489 (1)13).

10. NI.R 1992 CLI 8.!.
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(c) to conduct such enquiry into the affairs of an y undertaking
or individual as may be necessary for the purposes of this

Ordinance;

(d) to give advice to persons or undertakings asking for the
same as to whether any actions proposed to be taken by
such person or undertaking are consistent with the
provisions of this Ordinance, or any rules or orders made
thereunder;

(e) to make recommendations to the '[Federal Government]
or a Provincial Government or to the appropriate
authority or officer of such Government for suitable
governmental actions to prevent or eliminate undue
concentration of economic power, unreasonable monopoly
power or unreasonably restrictive trade practices; and

(f) to make such orders and to do all such things as are
necessary for carrying out the purposes of this Ordinance.

Synopsis

1. Scope.

	

	 2. Powers of Authority.
3. Functions of Authority.

I. Scope. On he question of requirement of registration an overseas Bank
was required, in case of doubt, to seek advice of Monopoly Cont rol Authority.
The Bank not only failed to seek advice but on demand ' of Authority to get

registration failed to compl y with such direction. Absence of registration would be
deemed to be wilful

2. Powers of Authority. The Authority is empowered to make such orders
and to do ali such things as are necessary for carrying out purposes of Ordinance.
It has vast powers to call upon any person to furnish information and to produce
doe urn cots.'

3. Functions of Authority. The mere fact that the word 'deemed' used in
section 7 does not, for the reasons already recorded above and in view of the
construction placed on that section. convert the function to be performed by the
Authority thereunder into a legislative function. All that the Authority is in fact
required to do is to carry out research, conduct inquiries and make intensive and
extensive studies of the trade practices in our country in order to identify such
practices as rnv be hit by section 3 of the Ordinance!"

11. Proceedings in case of contravention of section 3. (1) Where

the Authority is satisfied that there has been or is likely to be a

11 Subs. by P.0.401 1975
12 3980CLC2489(D13).
U 19&,Ci.C2875
14. PLO 1976 Lab. 833PU 1977 Lab. 732,
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contravention of the provisions of section 3 and that action is
necessary in the public interest, it may make one or more of such
orders specified in section 12 as it may deem appropriate.

(2) Before making an order under Sub-section (1), the
Authority shall--

(a) give notice of its intention to make such order stating the
reasons therefor to such persons or undertakings as may
appear to it to be concerned in the contravention to show
cause on or before date specified therein as to why such
order shall not be made; and

(b) give the persons or undertaking an opportunit y of being
heard and of placingb efore it facts and material in
support of their contention.

(3) An order made under sub-section (1) shall have effect
notwithstanding anything contained in any other law for the time
being in force or in any contract or memorandum or articles of
association.

Synopsis
Scope.	 2. Public	 interest	 to	 be

considered.
3. Show-cause notice.

1. Scope. In case of undue concentration of economic power Authority can
pass order requiring a company to be converted into a public company within such
time and in such manner as ma y be specified in the order. Provisions of S. 11(3)
protect such order from repugnancjes or conflicts from any other law for the time
being in force. No contract memorandum or articles of association of a company
or situation as between shareholders can bar course of Authority from proceeding
to pass order under S. 12(1)(a)(i).'5 But non obstante clause contained in sub-
section (3) of S. 11 giving overriding effect to order of Authority notwithstanding
anything contained in any other law for the time being in force, does not enable
Authority to gratuitously extend its power of ordering disinvestment which
otherwise is available to other authorities or departments of Government.
Authority cannot arrogate to itself power of disinvestment, either by pretending it
has such power which it does not have, or on any equitable basis, by compelling
Companies to accept consent orders and thus save themselves from having their
orders set aside by High Court.' 6 Private undertaking whose assets exceed Rs. one
crore in its balance-sheet for one accounting year, would be liable to registration.
Avoidance of registration for considerable long time would amount to wilful
default leaving no mitigating circumstance in such undertaking's favour. Heavy

15. 198oCLC2385.
16. NI.R I987AC227p[J 1 9S6[ah.4Q8= p[D 1986 1ah. 346.
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penalty was imposed and undertaking ordered to get itself registered b y a
specified date.17

2.. PuUc iMsri to be considered. Under S. 11, where the Authority is
satisfied that there is or likely to be a contravention of the provisions of section 3
and that action is necessary in the public interest, it may make one or more of
such orders specified in section 12, as it may deem appropriate. In view of the
language of this subsection, it is clear that the Authority should first find as a fact
thataction is necessary in the public interest. The determination of this question is
a subjective one, but the material on which the decision must be based must come
from sources alicuizde which objectivcly show that the making of the order under
section 12 would serve the "public Interest". Public interest does not necessarily
imply the interest of the shareholders, though it may be one of the factors which
the Authority may take into consideration when passing an order under section
12. In these circumstances it cannot be said that no sooner a case of undue
concentration of economic power under section 4(a)(i) or 4(a)(iI) is made out,
that blindly the Authorit y must straightaway proceed to issue a notice under
section 11 for proposed order under section 12(1)(a)(i) or 12(l)(a)(ii) of the
Ordinance respectively.

3. Show-cause notice. Partnership firm or a private limited company having
assets over five crores of rupees is deemed to have undue concentration of
economic power. Such compan y or firm can lead to an order under S. 12(1)(a)(i),
if action is considered necessary in public interest under S. 11(1) and notice of
action proposed to be taken is given under S. 11(2).

12. Order of the Authorjt'. (1) An order of the Authority under
Section 11 may,--

(a) in the case of undue concentration of economic power--

(1) require the firms or companies concerned, not being
public limited companies, to be converted, within
such time and in such manner as max' he specified in
the order, into public limited companies;

(ii) require the controlling share-holders of the public
limited companies concerned to offer such part of
the stocks and shares held by them within such time
and in such manner as may be specified in the order
to the general public, including the National
Investment Trust and an investment institution
established or controlled by Government;

17. I986CLC2712.
18. PLD 1986 Lab. 34a= PU 1986 Lab. 408=NI.R 1987 AC 227.
19. P11) 1986 Lab. 346=PIJ 986 Lab. 40 NLR I9S7AC 227.
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(iii) prescrib	 the circumstances in which and the
conditic	 on which the associated undertakings
concerned may deal with each other;

(1)) in the case of unreasonable monopoly power.--

(1) require the person or undertaking concerned to
divest himself or itself of the ownership of any stock
or shares or other beneficial interest in any
undertaking or of any assets within such time and
under such conditions as may be specified in the
order;

(ii) require the person concerned to divest himself of any
position held by him as an officer, director or partner
in any undertaking with such time and under such
conditions as may, be specified in the order;

(iii) require the person or undertaking concerned to
divest himself or itself of the management or control
of any undçrtaking within such time and under such
conditions as may he specified in the order;

(iv) prohibit the person or undertaking concerned from
acquiring the stock or assets of, or the undertaking
from merging with, any other undertaking:

(v) limit the total loans which may he made by any hank
or insurance company to any single individual or
undertaking, or to any undertaking associated with
such hank or insurance company;

(vi) limit the investments of any undertaking engaged in
the banking, investment or insurance business;

(vii) require the person or undertaking concerned to take
such actions specified in the order as may be
necessary to restore competitive prices and eliminate
restrictions on output or entry of competitors in the
market;

(c) in the case of unreasonably restrictive trade practices,--

(i) require the person or undertaking concerned to
discontinue or not to repeat any restrictive trade
practice and to terminate or modify any agreement
relating thereto in such manner as may be specified
in the order;
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(ii) require the person or undertaking concerned to take
such action specified in the order as may be
necessary to restore competition in the production,
disniinnion or sale of any goods or provision of any
services.

'[Explanation. In the case of unreasonably restrictive trade
practices, where any party to any such practice does not carry on
business in Pakistan, the order of the Authorit y shall be with
respect to that part of such practice as it carried on in Pakistan.]

(2) An order referred to in sub-clause (ii) of clause (a) of sub-
section (1) or sub-clause (1) of clause (b) of that sub-section shall
not he so made as to require the offer of the stocks or shares at a
price below their face value or at a price belo the aggregate of
such value and fifty per cent, of the difference between such value
and the net worth of the stocks or shares as may he determined in
accordance with the rules made in this behalf, whichever is greater.

[(3) Where any stocks or shares have been offered in
pursuance of an order referred to in sub-section (2) and have not
been actually subscribed, no fresh order of such nature shall be
made in respect of the same person or undertakin g within a period
of three years from the date of such order.]

Synopsis

1. Scope.	 3. Disinvestment after show-
2. Public	 interest	 to	 be	 cause notice.

considered.

	

	 4. Disinvestment order.
Contents of order.

1. Scope. Under section 12, in the case of undue concentration of economic
power, the authority ma y either require the firm or company concerned, which is
not a public limited company, to convert itself, within such time and in such
manner as may be specified in the order, into a public limited company, or it ma
require the controlling shareholders of the public limited company concerned to
offer such part of the stocks and shares held b y them within such time and in such
manner as may be specified in the order to the genera] public, including the NTIT
and any investt itsukution established or controlled b y the Government. It is
obvious that section 4(a)(i) connects with the action proposed under section
12(1)(a)(i) and that section 4(a)(ii) connects with the action proposed under
section 12(1)(a)(ij) of the Ordinance. The words within such time and in such
manner as maybe specified in the order' appearing in S. 12 (1)(0)(i) relate to the
procedural requirements which a firm or a private limited company would have to
meet to convert itself into a public limited company. Any direction by Authority

20. Adcd h Ord.. 26o1 1980. S.
1 Subs. by Ord.. 26 of 1980. S. 6.



1173	 MONOPOLIES AND RESTRICIWE TRADE PRACTICES 	 S.12 N.](CONTROL. & PREvENTIoN) ORDINANCE

covering disinvestment of shares in an order passed under S. 12(1)(0)(i) would be
without jurisdiction and null and void."

2. Public interest to be considered. Public interest with respect to an order
proposed to be passed under section 12(1)(a)(i) may perhaps only be limited to
the consideration of compelling the private company to convert itself into a public
company to make itself more broadbased and vulnerable to public scrutiny by the
Corporate Law Authority and the Monopoly Control Authority, or perhaps with
the future consideration of determining and taking action against persons who
may hold or control 50% or more of the voting power in the public company to be
formed but public interest with regard to an order proposed to be passed under
section 12(1)(a)(ii) would have to take into consideration more important
questions, such as whether any of the controlling shareholders, whose shares are
proposed to be offered to the general public, is not a foreign individual or
company who has been allowed to invest his or its capital on special terms under
the Foreign Investment (Promotion and Protection) Act. 1976, and whether any
investment by the said individual or compan y would not violate an y solemn
commitment made to him or them by the Pakistan Government and whether such
an order proposed to he passed would not violate generally any public assurance
given by the Pakistan Government to foreign entrepreneurs to invest their capital
in this country, under special favoured terms!

3. Disinvestment after show-cause notice. Normall y any action of
disinvestment taken by a person to whom show-cause notice for initiation of
proceedings has been issued, would not he a valid transaction, but where no
restraining order had been issued by Authority, disinvestment done during
pendency of case could not legally be held to be invalid!

4. Disinvestment order. There is no power to order disinvestment under
section 12(1) (a)(i) of Ordinance (V of 1970) when calling upon any firm or
private company to convert itself into a public limited company. No such power
can he derived from section 11(3). There is power to order disinvestment under
section 12(1) (a)(ii) t if the Authorit y finds that any individual shareholder of a
public company holds or controls shares carrying 50 per cent or more of its voting
power, but the Authorit y's power is only limited to the said controlling share-
holder, who has to he an individual. There is no power with the Authority to order
disinvestment by share-holders who own or control less than 50% of the voting
power. When determining who is the "individual" holding the controlling power
for the purpose of section 4(a)(ii), the Authorit y can go behind the veil by not only

determining the voting power held by such individual in the public company
concerned, which is the subject of the inquiry, but by the voting power held by him
in any firm or company, which is also a share-holder in the company, which is the
subject of inquiry, it being understood, under section 2(2), that the individual
would include his spouse brother or Sister or lineal ascendants or descendants.
Thus, an order of the Authority under section 12(1)(a)(ll) can require the
controlling shareholder of the public limited company concerned, to disinvest such
part of the stocks and shares held by him, as may be specified in the order, to the

1 I'Ll) 986 l,ah. 346= Pu 1986 1.ah. 4O8 NLR 1987 AC 227.
3. PLD 1986 Lah. 346=PIJ 1986 Lah. 408=NLR 1987 AC 227.
4. 1986CLC2764.
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gereral public, including NIT or any other invcstmCflt institutionestabliShed or
oniroiled by the Government. Excepting this limited pOWCr of disinvestment,

which the Authorit y has under section 12(l) (a)(ii), it has no other power. The
Authority cannot arrogate to itself powers of ordering disinvestment, otherwise
available to other Authorities or Department of Government on any basis

whatsoever, either by pretending it has powers under S. 11(3) of the Ordinance
which it does not have, or on any equitable basis.'

5. Contents of order. Authorit y which is empowered to pass an order, if
certain circumstances exist. must in its order show the existence of these
circumstances. \Vherc such circumstances are not suited in order of Tribunal,
order can be declared votJ.'

13. Power to issue intedm order. (1) \Vhcre, during the course of
an y proceeding under section 11, the Authority is of opinion that
issue of a final order in the proceedinc is likely to take time and
that, in the situation that exists or is likel y to emer ge, an interim

order is necessary in the public interest, it ma y, after giving the
persons or undertakings concerned an opportunitY of being heard,
by order, direct such persons or undertakin g s to do or refrain from

doin g or continuin g to do an y act or thing specified in the order.

(2) An order under sub-section (1) may, at an y time, Ic

modified or cancelled b y the Authorit y and, unless so cancelled,
shall remain in force for such period as may be specified therein
but riot be yond the date of the final order made under section 11.

14. Special E'iuJuir'%'. (1) The Authorit y max'. on its own, and
shall upon a reference made to it b y the [ Federal Government],
conduct special enquiries into an y matter relevant to the purposes
of this Ordinance.

(2) Where the Authority receives from not less than twenty-
five persons a complaint in writing of such facts as constitute a
contravention of the provisions of section 3, it shall, unless it is of
opinion that the application is frivolous or vexatious or based on
insufficient facts, conduct a special enquiry into the matter to
which the complaint relates.

(3) If upon the conclusion of a special inquir y under sub-
section (1) or sub-section (2). the Authority is of opinion that the
findings are such that it is necessary in the public interest SO to do,
it shall initiate proceedings under section 11.

S. }'1I)i9ls5 l.,h. 346 Eli I'180 l.;ih. 4(111= \1.R 1987 AC 227.
6. PIE) 1950 Lih. 346= P I J 1980 La h. 41 	 xLR 1987 AC 227.
7. Subs. by Pa 4 0(1975.



175	 MONOPOLIES AND RESTRICTIVE TRADE PRACTICES	 JS. is(cowrRoL & PREVENTION) ORDINANCE

15. Powers of the Authority in relation to a proceeding or enquiry.
(1) The Authority shall, for the purposes of a proceeding or
enquiry under this Ordinance, 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:--

(a) the summoning and enforcing the attendance of any
witness and examining him on oath;

(b) the discovery and production of any document or other
material object producible as evidence;

(c) the reception of evidence on affidavits;

(d) the requisitioning of any public record from any Court or
office:

(e) the issuing of commissions for the examination of
witnesses and documents.

(2) Any proceeding before the Authority shall be deemed to
be a judicial proceeding within the meaning of sections 193 and
228 of the Pakistan Pena] Code (Act XLV of 1860), and the
Authority shall he deemed to be a Civil Court for the purposes of
section 195 and Chapter XXXV of the Code of Criminal
Procedure. 1898 (Act V of 1898).

(3) The Authority may, for the purposes of a proceeding or
enquiry under this Ordinance, require any person--

(a) to produce before, and to allow to be examined and kept
by, as officer of the Authority specified in this behalf, any
books, accounts, or other documents in the custody or
under the control of the person so required, being
documents relating to any matter the examination of
which may be necessary for the purposes of this
Ordinance; and

(5) to furnish to an officer so specified such information in his
possession re!atin to any matter as may be necessar y for
the purposes of this Ordinance.

CHAPTER V

REGISTRATION
16. Registration. (1) In order that information relevant to the

performance of its functions under this Ordinance is available to.
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the Authority tire following undertakings, individuals and
:lgrements shall be registered with the Authority in such manner
as may be prescribed by rules, namely:--

(a) An undertaking which, during the next preceding calendar
year produced, distributed, sold or provided not less than
( "IC - third of the total production or supply of any goods or
ervices,	 *

(b) Associated undertakings engaged in the same line of
business, which during the next preceding calendar year
produced, distributed, sold or provided not less than [one-
third] of the total production or suppl y of any goods or
services

An undertaking which during the next preceding calendar
yea r, by itself or together with its associated undertaking,
both produced and dstrihuted by wholesale or by retail or
by both not less than twent y per cent, of the total
p[-oduct:on and supply of an y goods in an y Province.

An undertaking which is not owned by a public Company
and the total value of the asset .

,.. of which is not less than
]fift y million] rupees.

An undertakin	 which, by agreement otherwise,
establishes minrnurn resale prices for retailers or
wholesalers with regard to goods which it produces or
distributes.

(0')

(e)

(j) An undertaking which, h\
associated undertaking, is tI

*J for more than one
services.

itself or together with its
e sole distributor or supplier
undertakings of any goods or

(g) A bank, investment company or insurance company which,
in relation to any other undertaking,
undertaking.	

is an associated

(h) An individLlal who holds or controls, whether directly or
indirectl y, shares carry ing not less than fifty per cent. of
the voting power in lundertakings] owned by a public
company the total value of the assets of which is not less
than 0 1 fift y inil lionj rupees.

8. Omii cd by Orsi., 20 (It 950.5.7.
9. Sshs. Iv Ord.. 26 of 990. S 7.

112. Subs b y Ord.. H of 1982. S. .1.
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(1) An agreement -for any such acquisition or merger as is
referred to in clause (b) of sub-section (1) of section 5.

(j) An agreement of the nature referred to in sub-section (1)
of section 6.

(k) An agreement for the distribution or sale of any goods
which, directly or indirectly,--

(i) limits the areas in which, or the persons to whom.,
the product may be re-sold:

(ii) pro'hibits or restricts the distribution or sale of
other goods by the distributor;

(iii) limits the persons through whom- the distributor
may distribute or sell such goods.

(1) Any licence of patents of technology which limits the
freedom of the licensee to use such patents or technology
in the manufacture of any goods or to sell the goods
produced under such licence at such prices, in such areas,
to such persons and for such uses as the licensee may
choose, or which limits the freedom of the licensor to
grant additional licenses to such persons and on such
terms as he may choose.

(in) Such other persons, undertakings, agreements or franchise
as the Authority may by rule prescribe.

Explana.rion.-For the purposes of clauses (a). (b) and (c), the
percentage of any goods produced, distributed or sold or of any
services provided shall be computed on the basis of the monthly
statistical bulletin of the '[Federal] Statistical Office of the
"[Federal Government] or on such other basis as the Authority
may by rule prescribe.

(2) An application for registration under sub-section (1) shall
be made in the form of a memorandum which shall--

(a) in the case of an undertaking, set out the value of its
assets, the volume of each of the goods or 'services sold or
provided by it, and the full particulars of the facts by
reason of which it is subject to registration;

U. Subs. hI'.O.4of1Y75.



S.161	 MONOPOLIES AND USTRICTrVE TRADE PRACflCES	 175
(CONtROL & p REVENDO) ORDINANCE

(b) in the case of an individual, set out a statement of the
extent and nature of his control over an undertaking or its

shares, by reason of which he is subject to registration:

(c) in the case of an agreement, set out the names and
addresses of the persons who are parties to the agreement
and he accompanied by a true copy of the agreement or, if
the agreement is not in writing, by the full particulars of
the agreement.

(3) An application for registration shall be made:--

(a) in the case of an undertaking, by the person who is for the
time being responsible for the conduct of the office of the
undertaking;

(h) in the case of an individual, by such individual; and

(c) in the case of an agreement, by all the parties thereto.

Explanation- --The provisions of this sub-section shall be
deemed to have been complied itb if the application is made--

in the case of an undertaking, by the person for the time
bein g responsible for the conduct of the affairs of any one
of its associated undertakings:
in the case of an lndP,1d0at other than a Hindu undivided

famil y, by any one of his relations referred to ut sub-

section (2) of section 2:
in the case of a Hindu undivided famil y . by an y member of

the f:imilv; and	 -	 -
(d) in the ease of an agreement, by any one of the parties

thereto,

(4) If at any time there is an y variation in the relevant facts
relating to an undertaking, individual or agreement with reference
to which an application tor registration was made or registration
was effected, particulars of such variation shall, within thirty days
of the variation, he reported to the Authority by the person
referred to in sub-section (3).

Synccpsis

1. Scope.	 4. Limitation for registration.

2. Associated undcrtakins.	 5. Non-registratiOn, effect of.

3. Person holding niorc than fifty
per cent sharcs--liabiltty to
register.

(a)

(I))

(c)
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1. Scope. An undertaking being a sole agent or distributor of more than one
undertaking, would be registrable under S. 16(l)(f) of the Ordinance."

Value of undertaking. Investment is considered as gainful assets, and in
balance-sheet of every undertaking investment is shown on assets side. Income
both profit and loss from investment also goes to balance-sheet of investing
company. Investment, therefore, could not be excluded from assets. Liability
against investment is taken into account for calculation of net worth of company
and not for total assets of company. Undertaking, a private limited company with
capital of exceeding one crore is, therefore, liable for registration.' 3 But as only an
undertaking having a value of Rs. one crore or more is liable to be registered, the
plea of undertaking that its assets on specified date were less than one crore, it
had not committed any default by not submitting application for registration, was
upheld by the Authority.14

Distribution. Word, "distribution", covers all persons and companies in the
channel of "distribution. Undertaking havin a vital link in such channel would be
a distributor and its business, "distribution".

Distribution is a business which comes under the definition of 'trade' and any
practice relating thereto comes under the definition of 'trade practice' and can
thus become a legitimate subj ect of study and control by the Monopol y Control
Authority. Similarly a reference is not precluded from interfcrin with a vertical
relationship like the one between a supplier and a dealer of goods.

2. Associated undertakings. Definition of term 'associated undertaking' is
wide and would cover cases of undertaking being under common management or
common control or one being subsidiary of the other-" Where two undertakings
are under common management with common directors both undertakings, are
"associated undertakings" registrable with the Authority under the Ordinance."
Even where under changed circumstances Establishment was not required to
continue to be registered under S. 16(1)(Q) but being associated undertaking with
other undertakings because of common directorship and as subsidiary to other,
registtation thereof under S. 16(l)(g), would subsist.

Overseas Bank, by accepting money from persons abroad and remitting the
same to Pakistan, would be carrying out process of banking within Pakistan also.
Overseas Bank carrying out functions of disbursal and registered in Pakistan
would he a Bank within the meaning of S. 16(1)(g) of the Ordinance.20

3. Person holding more than fifty per cent shares—liability to register.
Where an individual possessed and cntroIled more than fifty per cent of voting
power, value of assets of such company being more than one crore rupees, such

12. 1987 CLC 1949.
13. 1986CLC2692.
14. 1986CLC2705.
18. 1987 CLC 1949.
16. PI.D 1976 t.h. 833=PU 1977 Lah 732,
17, 1986 CLC2764,
18. 1986 CLC 2867.
19. 1986 CI.0 2876.
20. 1996 CI.0 2489 (DB).
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person as an individual, was required to get himself registered under S. l6X/t),i
Where in reply to a show-cause notice served on an individual alleged to be
cOn[r011inC more than 50% shares of a company which included shares owned by
individual's brother's wife and two minor children. The defence pica that the lancr
shares were not covered by the section was not accepted and it was held that it
was incumbent on the individual to produce evidence that his brother was not
controlling shares, held, by his wife and minor children, In absence of such
evidence, he would he deemed to control shares held by his brother's wife and
minor children.'

4. Limitation fr registration. Phrase 'the application shall he filed within
fifteen days of the date when agreement became re gistrable under the Ordinance'
in R. 10 is vague and needs further clarification as neither S. 16 of [he Ordinance
nor proviso to R. 10 of the Rules specifies any definite point of time for reckoning
the duration of 15 days provided in ilic latter.'

5. Noit-registi'atLon, effect J. Individuals who hOd or cct cal. whether
directl y or indirectl y, shares carrying 50% or more of the voting power in public
companies, ilic total value of whose assets excccds five crore of rupees, also have
to cci themselves registered under section 160 )(h ) with the Monopol y Coniral
Authorit y . In determining '.hether such indisiduals hold SiYO- or more Vnti;:g
power the fact ih;it the y do so through other intermediar y companies or firms is
generall y examined. The individual in section 4(a)(i') also does not include a
compan y . Thus, an order of the Authorit y tinder section 12(1) (a)(u) can rei;uire
the controllniiz shareholder of the public limited company concerned, to disinvest
such part o the stocks and shares held b y him, as may be specified in the order, to
the general public, includin g Nil' or any oilier inveStment institution established
or controlled 1w Government, and he would he liable for the lapse.' An
undertakin g not registering itself would be committin g default rendering itself
liable to imposition of penalt y for such default.'

17. Registers to he kept. (1) The Authority shall keep and
maintain in such form as may he prescribed by rules separate
registers for the registration of undertakings, individuals and
agreements subject to registration under this Ordinance.

(2) The Authority shall register an undertaking, individual or
agreement by entering in the register such particulars relating
thereto as may he prescribed by rules.

(3) The Authority shall enter in the register any variation in
the facts relating to an undertaking, individual or agreement
reported to it.

1. 1980 CL( 2254, 198, (IC ' 7' 4;2+ I9S5 CIC 12S6, J I LD 980 I ah. 516 }'IJ 1986 lab
408.

2. 1996 (1,( -. 2752.
a. 1 98(1 CLC 108.8.
4. I'll) 19R6 Lb. 346 = Pt J 1986 Iah. 408.
5. 19F,7 ('IC 1919.
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(4) A register shall be open to public inspection at such time
and on payment of such fees as may he prescribed by rules, except
that the Authority may, upon application by the person or
undertaking concerned, provide for the confidential treatment of
trade secrets.

18. Cancellation of regLt ration. Where an undertaking,
individual or agreement registered under section 16 has, by reason
of a change in the facts, with reference to which the registration
was effected, ceased to be subject to registration under this
Ordinance and the fact is reported to the Authority by the person
referred to in subsection (3) of section 16, the Authority shall, if it
is satisfied upon such inquiry as it may think fit that the
undertaking, individual or agreement has so ceased, cancel the
registration.

1. Scope. An application for dc-registration under section 18 would apply
only to registration under section 16(1)(a) where the requirement is quantum of
service rendered. Registration under section 16(1)g) will have to subsist because
there is no change of any facts..'

CFLAPTERVI

PENALTIES AND APPEALS

19. Penalty. (1) The Authority may, by order, direct any person
or undertaking to pay to the '[Federal Government] by way of
penalty such sum not exceeding one Iakh of rupees as may be
specified in the order if, after giving the person or undertaking
concerned an opportunity of being heard, it determines that such
person or undertaking--

(a) has failed to comply with any order of the Authority made
under this Ordinance, or has willfully failed to register as
required by the provisions of this Ordinance, or

(b) has furnished any information or made any statement to
the Authority which he knows or has reason to believe to
be false in material particular.

(2) If any such failure as is referred to in clause (a) of that sub-
section is a continuing one, the Authority may in the manner
provided for in sub-section (1) also direct that the person or
undertaking guilty of such failure shall pay by way of penalty to the

6. 1980 Ci.0 2876.
7. Subs, by P.O. 4 of 1975,
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'[Federal Government] a further sum which may extend to ten
thousand rupees for every day after the first.

(3) A penalty imposed under sub-section (1) or sub-section (2)
shall be recve.rable as an arrear of land revenue.

Synopsis

1. Wilful default to register. 	 2. Parties must be heard.

1. Wilful default to register. The word'wilful' or 'ilfully has been used in
many enactments., particularly in the provisions of penal nature, and it has many a
time been judicially interpreted. In the ordinary dictionary sense it means
intentional or deliberate. The term, as used in different statutes and judicial
precedents. means deliberate or intentional and not accidental or by inadvertence.
It connotes a conscious act signifying something more than a mere omission,
default or inaction on the part of a person who is under a legal obligation to do or
not to do a particular thing. In other words, an act done intentionall y, knowingly
or purposely as distinct from the one done carelessly, thoughtlessly, heedlessly or
inadvertentiv. Where undertaking has no valid explanation to explain default such
undertaking, would he deemed to have wilfull y failed to comply with orders of
Authorit y and as such would be liable to penal action.

An undertaking wilfully failing to register would be liable to penalt y for such
default.' Where undertaking committed default in complying with order of
Authority regarding supply of information within prescribed time and also wilfully
failed to register within specified time, such undertaking, was held liable to
penalty for failure to register and was directed to get registration within
prescribed period." Plea of default being not wilful would be of no effect because
every citizen is presumed to know statute law of realm and to construe it aright.
Ignorance of law would never be recognized as valid excuse. No such plea is open
to a person before Court. Tribunal or Authority seized of a case of infringement
of statutory obligation. A person who wilfully failed to get himself registered was
required to pay to Government by way of penalty a specified amount.' 2 Where
non-registration of undertaking proved to be wilful, its assets being not less than
Rs. one crore, it would be liable to penalt y . Promptitude in giving necessary
information required by Authority and submission of application for registration
during course of hearing would be considered mitigating circumstances while
imposing perialtv.' Where undertaking was not registrable under S. 16(l)(d), its
total value of assets on specified date being less than Rs. one crore, but its
registration under S. 16(1)g) was essential on account of association by virtue of
corn non directorship with another undertaking which had been duly registered.
Non-registration of such undertaking, would be deemed to be wilful default.
Authorit y , however, raking notice of fact that undertaking promptly applied for
registration as soon as value of its assctsexcecdcd Rs. one crorc and there being

t 199OCLClt8
9. 1986CLC2878.

)O. i 986 CLC 280 98o CLC 2757+ 1980 CLC 2728 +1986 CLC 2252
1:. 1986C1,C2715.
12. 1986 CLC 2253.
13. 1986 CLC 2692.
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genuine mistake with regard to application of relevant provision of law, took
lenient view while imposing penalty.' 4 Similarly extenuating circumstances liNs
undertaking applying for registration on knowledge of correct legal positar1 and
weak financial position would call for taking Lenient view by Authority.
Undertaking was directed to be duly registered.'

5
 If an undertaking in rcply to a

show-cause notice applies for registration, it would call for lenient view to be
taken against such undertakirig.' But failure to have an undertaking rktcred
within prescribed time, would not be excusable where the undertaking tried to
mislead Authority by fabricating false esidence.17

Individual, default b y. Where an individual registrable tinder S. 16(1)(h) of
Ordinance, V of 1970 applies for registration, after receipt of show-cause notice
lenient view would he taken while imposing penalty under S. 19.'

Failure to cutup/v i,viflt show-cause notice. After show-cause notice is givell by
Authority, non-submission of requisite information by specified date, would
amount to wilful default on part of undertaking. Such undertaking would he liahIc
to penalty under S. 19.' 9 But where dcault to furnish information to Autorilv is
explained on genuine grounds, Authority, will take a lenient view of the case and
impose nominal penalty,

2. Par-ties must be heard. Before penalty is imposed under this section,
parties to be affected must be heard. Therefore necessary parties to the
proceedings must be impleaded so as to afford them the opportunity of being
heard along-,kith the company during further proceedings.2'

20. Appeal to the High Cowi. Any person aggrieved by an order
of the Authority under section 11 or section 19 may, within sixty
days of the receipt of such order, appeal against it to the High
Court on any of the following grounds, namely:--

(a) that the order is contrary to law or to some usage having
the force of law;

(b) that the order has failed to determine some material issue
of law or usage having the force of law;

(c) that there has been a substantial error or defect in
following the procedure provided in that Ordinance which
may possibly have produced error or defect in the order
upon the merits.

14. 1986C1.C2708.
15. 1986 CLC 2706 +1996 CLC 2725.
16. 1986 CLC 2757# 19116 CLC 2752+ 1986 c:Lc: 2725.
17. 1986 (ic 2716.
18. 1986 CI.0 2253.
19. 1986 CLC 2684.
20. 1986 (IC 2724.
21. 1990Ct.C1008.
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21. Power to call for information relating to undertakings.
Notwithstanding anything contained in any other law for the time
being in force, the Authority may, by general or special order, call
upon any person for the time being responsible for the conduct of
the affairs of an undertaking to furnish periodically or as and when
.required any information concerning the activities of the
undertaking, including information relating to its organization,
business, trade practices, management and connection with any
other undertaking which the Authority may consider necessary or
useful for the purposes of this Ordinance.

1. Scope. Failure to put forth any cogent reasons for non-compliance with
order of Authority regarding furnishing of information, would render undertaking
liable to penalty'

Delay in s-upplv of information. Where the undertaking being branch of a
foreign company none of whose Directors were Pakistan National or resident in
Pakistan and required information had to be called from abroad from where it
was despatched before issue of show-cause notice, it was held that the delay was
unavoidable and was to be condoned! Therefore, in view of undertaking supplying
requisite information before date of hearing, Authority took a lenient view in
imposition of penalty.'

Where notice, requiring appellant to submit required information to
Authority was received by appellant on the very date on which appellant was
asked to submit such information. Appellant, however, without asking for fresh
notice, supplied information to Authority few da ys' after appointed date. Default
on behalf of appellant in suppl ying information on due date was not wilful, but
purely technical. Authority should have taken a lenient view of such non-
compliance of notice on behalf of appellant. Appellate Court modified order of
Authority and reduced fine imposed on appellant.

Reasons for notice. Where notice for supply of information does not disclose
reason for it, rights of petitioner are not violated. Notice must be complied with!

22. Compensation not payable. No person shall be entitled to or
be paid any compensation or damaes for any loss or injury
suffered by him on account of the terrmnation of any agreement or
employment or the divestment of any share or property in
pursuance of any order made under this Ordinance.

23. Indemnity. No suit, prosecution or other legal proceeding
shall lie against the Authority or any officer or servant of the

1 1986 CLC 2721 + 1986 CLC 2719.
2. 1986 CLC 2723,
3 1986CLC2709.
4. 1987CI.C11OeLR 1987 AC 96.
5 1976SCMR99
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Authority for anything in good faith done or intended to be done
under this Ordinance or any rule or order macic thereunder.

24. Power to make rules. The Authority may make and publish
rules regarding procedures, fees and all other matters for carrying
out the purposes of this Ordinance.

25. Odinwzce not to apply to certain undertakings. This
Ordinance shall not, unless the '[Federal Government] by
notification in official Gazette otherwise directs, apply--

(a) to an undertaking which is owned by the '[Federal
Government] or a Provincial Government, or

(h) to an undertaking which is c'.vried by a body corporate
established by the Government by law or whose Chief
Executive is appointed by or with the approval of the
'[Federal Government] or by a Provincial Government, or

(c) to anything done by any person or undertakin g in
pursuance of any prder of the "[Federal Government] or a
Provincial Government, or

(d) to anything done by a Trade Union or its members for
carrying out its purposes.

-	 6. Sub& by P.O. 4 of 1975.
7. Subs, by P.O. 4 of 1975.



MONOPOLY CONTROL AUTHORITY RULES, 1971
-	 [Gazette offakisian, .&rraordiiiary, 31st December, 1971]

S.R.O. 641(I)/71.—The Monopoly Control Authority, in exercise of powers
conferred by section 24 of the Monopolies and Restrictive Trade Practices
(Control and Prevention) Ordinance, 1970 (V of 1970), hereby makes the
following Rules:--

PRELIMINARY

1. Short title and commencement. (1) These Rules may be called the
Monopoly Control Authority Rules, 1971.

(2) They shall come into force at once.

2. Definitions. (1) In these Rules, unless there is anything repugnant in the
subject Or context,--

(a) 'Accountant means a chartered accountant within the meaning of the
Chartered Accountants Ordinance, 1961 (X of 1961) or an industrial
accountant within the meaning of the Industrial Accountants Act, 1966
(XIV of 1966);

(b) 'Advocate' means a person entitled under the Legal Practitioners and
Bar Councils Act, 1965 (III of 1965), to practise the profession of law;

(c) "Chairman' means the Chairman of the Monopol y Control Authority;

(d) 'Form' means a Form set out in the Schedule to these Rules;

(e) 'Member' means a Member of the Monopoly Control Authority, and
includes the Chairman;

(f) 'Ordinance' means the Monopolies and Restrictive Trade Practices
(Control and Prevention) Ordinance, 1970 (V of 1970);

(g) 'Register' shall not include a Special Part thereof;

(h) "Registrar" means the Registrar of Monopol y Control Authority;

(1) 'Section" means a section of the Ordinance.

(2) All other terms and expressions shall have the same meanings as are
assigned la them in the. Ordinance.

(3) Where any particular number of da ys is prescribed in these Rules or in
an order of the Authority, the same shall be reckoned exclusively of the first day
and inclusivel y of the last day, unless the last da y shall happen to fall on a day
which is a public holiday, in which case the time shall be reckoned exclusively of
that day also and of any succeeding such public holiday.

3. Headquarters of the Authority. The Headquarters of the Authority shall
be at Islamabad. The Authority may however establish its Branch
Registry/Offices at such place or places in Pakistan as it may deem lit.
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4. Sittings of the Authority. The sittings of the Authority shall normally be
held at Islamabad, but the Authority may sit in such other place or places in
Pakistan as the Authority may from time to time notify.

5. hearing to be in public. (1) Subject to the provisions of sub-rule (2), the
hearing of the proceedings before the Authority shall be in public.

(2) 'Where the Authority is satisfied that it is desirable to do so, by reason of
the confidential nature of any evidence or matter; or for any other reason, the
Authority may--

(a) hear the proceeding or any part thereof in private;

(h) give directions as to the persons who may be present thereat;

(c) prohibit or restrict the publication of any part of evidence given before
the Authority, or of matters contained in documents filed before the
Authority.

6. Procedure of the Authority. (1) Subject to the provisions of the
Ordinance and these Rules, the Chairman shall have power to regulate--

(a) the conduct of the business of the Authority;

(b) the performance by one or more Members of any function or the
exercise of an	 relating to a proceeding or inquiry.

(2) In particular, and without prejudice to the generality of the foregoing
provisions, the powers of the Authorit y shall include the power to determine the
extent to which persons interested or claiminto bc interested in the subject-
matter of any proceedings before it are allowed to he present or to be heard
either b y themselves, or through Advocate or Accountant or authorised agent, to
cross-examine Witnesses, or otherwise to take part in the proceedings.

7. Decisions of the Authority. (1) All sittings, of the Authority shall be
presided over by the Chairman, and in the absence of the Chairman, by a Member
authorised in thit behalf by the Chairman.

(2) The decisions of the Authority shall he expressed in terms of the opinion
of the majority of the Members.

(3) Where a case is heard by two Members by reason of a vacanc y and there
is difference of opinion amongst the Members, the case snail be re-heard by the
full Authority, after the vacancy has been filled.

8. Appearance by authorised representative. Any individual, who is entitled
or required to attend before the Authority in connection with any proceeding
under the Ordinance, otherwise than when required to attend personally for
examination on oath or affirmation, may be represented at such attendance by a
person authorised by him in writing in this behalf, or an Advocate or an
Accountant.

REGISTRATION OF UNDERTAKINGS, ETC.

9. Registrar of Monopoly Control Authority. (1) For maintaining registers
for registration of undertakings, individuals and agreements subject to registration



MONOPOLY CONTROL AUTHORJI-y RULES	 1188

under the Ordinance and for performing such other duties as the Authority may
assign, there shall be appointed by the Authority an officer to be

 knownas theRegistrar,

(2) The Authority may appoint as many persons as it thinks fir to be DeputyOr Ar.ict	 R*Urars for the purpose of assisting the Registrar in t
heperformance of his functions.

10. Registration 
(1) Every undertaking, individual and agreement of the

nature referred to in section 16 shall be registered with the Authority 
withinfifteendays 

of the publication of these Rules in the official Gazette. The Authorit
y mayextend the date on represejiration from persons or undertakings concerned if it issatisfied that extension is just ilied:

Provided that in the case of an undertaking, individual or 
agreementbecoming liable to registration after the aforesaid date, the application shall befiled within fifteen days of the date when such undertaking, individual oragreement becomes regi.strabie under the Ordinance

(2) (a) With every apriication for the registration of an undertaking, thereshall be furnished such 'pan i ulars as are specified in Form 1.
(b) With every application for the registration of individual there shall befurnished such particulars as are specified in Form 11
' fErplanation. An individual who is registrable in relation to more than oneundertaking shall apply separately in respect of each undertaking.)
(c)

With every application for the registration of an agreement, there s
furnished such particulars as are specified in Form III.	

hall be

[Ep1aizatgon 
If more than one agreement are required to be registered andsuch agreements are identical in nature, the requirement of this rule shall besatisfied if only one consolidated application is made and a list of parties to the

agreement together with such other particulars as may vary in each agreement isfurnished]
I. • * * *

(3)
Every application under this rule shall be accompanied by a fee of onehundred rupees.

(4) Upon registration, the Registrar shall issue a certificate in Form IV.

COMMENTS

1. he appIition shall be tiled within fifteen days of the datewhen agreement becam registerable under the Ordinance' in R. 10 is vague and
needs further clarification as neither S. 16 of the Ordinance nor proviso to R. 10

bhSiO715 'da ted 12,6.19782. Subs, by Notificanon S.R.O. 753005. dated 12.6.1978
3. W ords deleted by Not ification S-RO. 1141 (1)/8U.dated 15.11.19&j
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of the 'Rules specifies any definite point of 
time for reckoning the duration of 15days provided in the latter.'

11. Registers and Special Parts of Registers. (1) The Registrar shallmaintain separate registers for the registration of undertaJcin, individuals 
andagreements subject to registration 'under this Ordinance, containing particulars as

set out in Forms V, VI and VII.

(2) The Registrar shall provide for the maintenance confidentially of a
Special Part of each register for the entry or filling in that Part of such

	

	
rs

particulaas the Authority may on the application of the person or undertaking concerned
direct under sub-section (4) of section 17, to be treated as trade secrets.

12. Inspection of Registers. (I) Any person who wishes to inspect a register
other than the Special Part thereof, shall apply to the Registrar specifying the
register he wishes to inspect on pa yment of a fee of Rs.10.

(2) The Registrar may allow the applicant to inspect the register, other than
the Special Part thereof, during working hours either in his presence or in the
presence of any other person authorised by him in that behalf.

(3) The applicant shall not be permitted to take out copies or extract of any
particulars entered in the register, but may be allowed to take notes of any 

pointsfrom such particular

MISCELLANEOUS

13. Advice to undertakings, etc. (1) A person or an undertaking asking for
advice under clause (d), section 10 shall submit to the Authority a 'Statement of
the Case' bringing out clearly the action or actions proposed to be taken.

(2) A fee of 5lone thousand) rupees shall be paid with every such Statement.
14. Orders of the Authority to be noted in Register. The Authority shall

cause every order passed by it under sections 11, 13, 18 or 19 to be noted in the
relevant register maintained by the Registrar.

15. Seal of the Authority. (1) The official Seal to be used in the Authorityshall be such as the Authority may from time to time direct and shall be kept inthe custody of the Registrar.

(2) Subject to any general or special directions given by the Chairman, theSeal of the Authorit y shall not be affixed to any order, summons, requisition,
commission or other process, save under the authority in writing of the Registrar.

(3) The Seal of the Authority shall not be affixed to an y certified copy saveunder the authority of the Registrar or of an officer authorised in writing in thatbehalf by the Registrar.)

4. I99OCLC 1008.
5. Subs. by Notification No. SiLO. 573(1)/82, daicd 16.6.1982.
6. Subs, by NocjIica,tjn No, S.R.O. 753(1)/78. daied 12.6.1978.
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[16. Copying fees and certified copies, (1) The copying fee for certified
copies of the order of the Authoriry and other documents shall be ten rupees for
ever'? one thousand words or a part thereof:

Provided that the Chairman may direct that certified copy of an order of the
Authority be sent or furnished, without charging any fee, to a person affected by
such order.

(2) The copies shall be certified by the officer having the custody of the order
or the document as the case may be and scaled v;ith the official seal of the
Authority by the Registrar or an officer auiborised in writing in that behalf by the
Registrar.

117. Payment of penalties and fees. (1) All penalties imposed under the
Ordinance shall be paid into the State Bank of Pakistan. or any Bank acting as an
agent of the State Bank of Pakistan or any Scheduled Bank declared is Bankers to
the authority under the Major head ['l20-Misec1laneOUS Recci1ns and minor
Head t390-Othcr Realizations under Monopolies acid Ret rictive Trade Practices
(Control and Prevention) Ordinance, 19701.

(2) Fees payable under this Ordinance or these Rules, or Orders thereunder
shall he paid by hank draft in favour of Monopol y ( at rol Authority Fees

Account National Bank of Pakistan. Main Branch, liatiiebad.

iS. Payment of Fees. Fee ,, payable under ftc Ordinance, or these Rules or
orders therc tinder, shall he paid into the State Bank of Pakistan, or any Bank
acting as the agent ofthe State Bank of Pakistan or ony scheduled Bank declared
as Bankers to the Atithorit.

SCHEDULE

FORM I

[k7iie rule lu(i)(a)]

MEMO RAN LI LI M

The Monopolies and Restrictive Trade Practices (Control and Prevention)
Ordinance, 1970 (Vof 1970)

PARTICULARS TO BE FURNIST lEt) WITH APPLICATI ON'S FOR

REGISTRATION OF UNDERTAKINUS

1. Name of Undertaking:

2. Registered Office/Head Office:

3. Registration Number under the Factories Act, 1934 (XXV of 1)34), if

any , or under any other law.

7. Subs, by Nocificanon No. SRI). 7571)/, dated 12.6.1975.
S. Rule 17 subs, by Notiflcaoon S.R). No. 200(1)/77. dated 16.3.1977.
9. Subs by Notification S.R.O. No. 1236(t)/80. dated 19.12.1950.
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4. Ownership--whether proprietary, partnership, private limited company,
or public limited company:

5. Name of the applicant and position held in the undertaking

6. If the undertaking is proprietary concern/parwetthip &m—

(a) The name(s) of the proprietor(s)/partners and their address(er);

(b) Full details of the proprictorships,-partnerships or directorship together
with percentage of voting power held by persons shown against (a)
above, in any associated undertaking, or in any other undertaking:

(c) Particulars of inter-connection between the undertakings, if any-

7. If the undertaking is a private/public company—

(a) Names and addresses of Directors, including Managing/whole-time
Directors and manager, if any;

(b) Full details of the proprietorships, partnerships held by the Director and
Manager as well as the percentage of voting power of each Director and
Manager in the undertaking, in the associated undertaking, or in other
undertakings;

(c) Particulars of connections between the undertakings, if any:

S. Value of assets of undertaking and of each associated undertaking
separately fride S. 2(1)(o):

9. Volume of goods, services, produced, distributed or sold or supplied
during the next preceding calendar year (19.........) in a province [vide S. 16(1)(a)):

10. Percentage of total production and suppl y of goods, both produced and
distributed (by itself or together with its associated undertaking) during the next
preceding calendar year (19..........) [ vide S. 16(1)(c)]:

11. Whether by agreement or otherwise, the undertaking has established
minimum resale prices of goods produced or distributed for retailers or
wholesalers [vide S. 16(1)(e)J:

12. Whether itself or with associated undertaking sole distributor or supplier
in any Province for more than one undertaking of any goods or services [vide S.

13. in the case of associated undertakings engaged in the same line of
business, what is the percentage of the total production or supply of any goods or
services in any Provinces, which they produced, distributed, sold or provided
during the next preceding calendar year (19.........) jvidc S. 16(1)(b)]:

14. If there is an acquisition by undertaking of the stocks or assets of any
person or another undertaking or there is any merger of it with another
undertaking, the effect in terms of percentage of market share of the total goods
produced, supplied or distributed, or services provided in the market:
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15. In the case of any merger of undertakings, the full particulars of ft -
common mananenient or common control or of the. subsidiary nature of the one

the other:

16. If the undertaking is a bank or insurance company, whether it has granted
an y loan to any of its associated undertakings? If so, the amounts and the, terms in
cetaLls:

17. Loans and advances to subsidiary, associated companies and other
undcrtakins, indicating the amounts and the terms thereof:

IS. Full particulars of the facts and reasons for registration, under the
provisions of Chapter V of the Ordinance:

Place:	 Signature of Applicant.

Date:

VERIFICATION

i,do hereby solemnly verify that what is stated in
p:irarapi1s ito IS above is true to the best of my knowledge and belief and that I
,ir.ii snhniitting this Nle:noranLiun as

Place
	 S ignat u re/S igria t u res.

I)tc:

(To I-c curapIeted b y the Registrar)

I. D.ite of receipt Ot app-iieation__

. I)etc Lif registritien__

1. Eciaster \o.

4. Date of issue of Registration Certificate to the undertakings

Signature of Registrar

FORM II

[I/ide rule 10(2)(b)]

MEMORANDUM

/I:e A[onopolic.v mid Restrictive Trade Practices (Control and Prevention)
Ordinance, 1970

PARTICU tARS TO BE FURNISHED WITI I APPLICATION FOR
REGISTRATION OF INDIVIDUALS

1. Name of individual (if a Hindu undivided family, name of Karta or head
of the family):
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2. Address:
3. Occupation:
4. Is the individual the owndr or a partner, officer. or director of anundertaking, or does the individual directly or indirectly hold or control shares

carrying not less than twenty per cent, of the voting power in such undertaking ? Ifso, give in the particulars of that undertaking and of all other undertakings in
which the individual holds similar position or voting power and the individual's

with them in the light of section 2(2) of the Ordinance:
5. Does the individual hold or control shares carrying not less than fifty per

cent, of the voting power of an undertaking the total value of whose assets is not
Jew than one crore of rupees and which is owned by a public company?

6. Has the individual acquired the stock or assets of any other person or
undertaking? If so, give details and state the effect in terms of percentage of
market share of the total goods produced, supplied or distributed or services
provided in the market:

7. Has the individual taken any loan from any person, Bank, insurance
company or undertaking? If so, give details as to amounts and terms:

8. Has the individual given any loan to any person or undertaking? If so,give details as to amounts and terms:
9. Has the individual entered into any agreement as detailed in section 6(1)

of the Ordinance? If so, give details:
10. Reasons for which the individual is subject to registration:

Place:

Date:	
(Signature of Applicant)

VERIFICATION

_do hereby solemnly verify that what Is
stated in paragraphs 1 to 10 above is true to the best of my knowledge and belief
and that I am submitting this Memorandum as

(Signature/Signatures)

(To be completed by the Registrar)
1. Date of receipt of application____________________________________
2. Date of registration__________________________________________
3. Registration No._
4. Date of issue of Registration Certificate to the individual____________

(Signature of Registrar)

Place

Date:
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Fi)Rs1 111

jP7dc rule 10(2)(c)1

MEMORANDUM

77re Monopolies and Restrictive Trade Practices (control and Prcvcurion)

Ordinance, 1970

PARTICULARS TO BE FURNISI lEt) WITH APPLICATIONS FOR
REGISTRATION OF AGREEMENT /LICENCE OF PATENTS OR

TELl INOLOGY

1. Name and addresses of parties to the agreenicnt/liccncc of patent or
technoliray:

2. 01 he sho1c o1 the terms of the u;recmcnt:--

In sir far as the agreement is made b y an instrument in writing a true copy of
that lc:reemcnt shall ue annexed. In so far as the agreement is not SO made in
writi:rg a ineniorar:dui.r in writing signed by the ion b y whom the pai ticulars
are furnished shal be annexed, giving lull particulars of the agreement.

3. Details of the licence as enrimereiccl under section IN I)(c).

Pt ice:

I )uti:	 (Signature of Applicant).

\'ERIFTC.\TlC)N

di here(rv solCninlV ver:lv h:it s% hat is stared in
jmraorapl:s I to 3 above is true to the best of ra y krro.vlcde,c and belief and that I
irim subn: itt iiu this

Place:	 (Sienirt ure/Siana(urcs)

I) ate:

(To be completed by the Registrar)

1. Dale of receipt ci t1mphicatiün_

2. Date of registration

3. Registration No.______________________________

4. Date of issue ol Registration Certificate.____________

(Signature of Registrar)
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FORM IV
[Rule 10(4)1

The Monopolies and Resoictiw Trade huctices (Control and Prevention)
Ordinance, 1970

CERTIFICATE OF REGISTRATION
GOVERNMENT OF PAKISTAN

MONOPOLY CONTROL AU'rHOrry
Registration No,	 Islamabad, the	 197

Certified that the whose particulars arespecified below has been registered under the Monopolies and Restrictive Trade
Practices (Control and Prevention) Ordinance, 1970 (V of 1970):--

1. Name (s):
2. Address (es):
3. Date of Registration:
4. Number of Registration:
5. Other particulars if any:

Seal of the Authority. 	 (Signature of Registrar)

FORM V
REGISTER OF UNDERTAKINGS

[Vide section 2(l)(in)1

Whether	 Name of appli-
S. Date of	 Name and owned bv	 cant and

No. receipt of	 address of	 Public	 position held
application undertaking company	 In the under-

or not

	

	 taking vide
S.16(3)

1	 2	 3	 4
	

S

Value of assets
of undertaking
and separately
of each as.so-
ciated under-
taking, vide
S.2( l)(2)

6

Full
particulars

and reasons
for regis-
tration

S

Volume of goods/services
produced distributed or
sold or supplied during

the next preceding calen-
dar year (19--) in a

Province

7

Date of
registra-
tion and Parti-
gist of	 culars
order	 of
passed variation

(File No.)

9	 10

Remarks
(Ref.

Parti-	 Confi-
culars	 dential

of	 Special
cancel-	 Part if
lation	 any).

11	 12
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FORM VI

REGISTER OF INDIVIDUALS/HINDU UNDIVIDED FAMILIES

[Vide S. 2(1)(e) and S. 2(2) read with S. 16(1)(h)J

Name and address Extent and nature of Reason

	

Date of	 of applicant (indivi- voting power held or 	 for
S.	 receipt of	 dual) member of 	 control over an	 Reistra-

No. application	 Hindu undivided	 undertciing	 Lion
family

1	 2	 3	 4	 5

	Date of registra-	 Remarks

	

tion and gist of
	

Particulars of	 Particulars of
	

(Ref. Confidential
order passed
	

variation	 cancellation	 Special part,
(File No.)
	

if any)

0
	

8
	

9

FORM \1I

[1/ide S. 2(1)() read with S. I6(i), &) (k) (1)]

	Name and	 Whether true copy
S.	 Date of	 Name and addresses of	 of agreement filed.	 Scope of

No	 receipt of address of	 all parties	 If agreement not Licence vide
	application	 applicant	 to the	 in wrainiz,	 S.16(1)(b)

	

agreement	 parLiculrs thereof.	 -

0
	

2	 3	 4	 5	 6

Date of registra-	 Particulars	 Particulars	 Remarks
Reasons	 tion and gist of	 of	 of	 (Ref. Confiden-

for	 order passed	 variation	 cancellation	 tial Special
registration	 (File No.)	 part, if any)

7	 8	 9	 10	 11



MONOPOLY CONTROL AUTHORITY (NET WORTH OF
STOCKS AND SHARES) RULES, 1977

IGazce of Pakistan, Ertraordinarv, Part 11, 271h S('ptC,?Ibe, 19771

S.R.O. 903(1)/77. In pursuance of sub-section (2) of Section 12 of the
Monopolies and Restrictive Trade Practices (Control and Prevention) Ordinance,
1970 (V of 1970) and in exercise of the powers conferred on it under section 24 of
the said Ordinance the Monopoly Control Authority thereby makes the following
rules:--

1. (1) These Rules may he called the Monopol y Control Authority (Net
Worth of Stocks and Shares) Rules, 1977.

(2) l'liev shall conic into force at once.

2. Definitions. In these Rules unless there is anything repugnant in the
subject or context,--

(a) 'countable capital' means the paid up capital of a company as reduced
by the aegrcatc of the paid up value of preference shares and of such
other stocks and shares to which no votia power is ittachccf;

(b) 'tree rcscrve' means all reserves plus unappropriated profit of a
company excluding the following reserves, namel y:--

(1) Reserve created on revaluation of fixed assets.

(ix) Goodwill Reserve.

(iii) Depreciation Reserve.

(iv) Gratuity Reserve.

(v) Workers Participation and Welfare Funds.

(ii) Reserve for Taxation to the extent of the actual tax liability of the
company.

(vii) Any other reserve to meet any specific liability existing on the date of the
balance-sheet.

3. Formula for determining net worth. (1) For the purposes of sub-section
(2) of section 12 of the Monopolies and Restrictive Trade Practices (Control and
Prevention) Ordinance, 1970 (V of 1070), the net worth of an ordinary stock or
shares shall he determined by multiplyin g iI:e face value of such stock or share by
the aggregate of countable capital and the free reserves of the company as
reduced by its losses, if an y, and dividing the product by the countable capital.

(2) Free reserves and losses referred to in sub-rule (1) shall he determined
from the latest audited balance sheet of the company.

[No. 39(l)MA/AI)MD/771.



MONOPOLY CONTROL AUTHORITY (VALUE OF ASSETS)
RULES, 1991

	Gazelle orrakisiaji,	 traordjija, f'an 14 April 11, 7991]

S.R.O. l63(KE)/91....j0 exercise of the powers conferred by section 24 of the
Monopolies and Restrictive Trade Practices (Control and Prevention) Ordinance,
197)) (V of 1970). read with section 4 thereof, the Monopol y Control Authorityhereby makes the following rules, namely-

1. Short Title and Commencement- (1)These rules ma y he called theMonopol y Control Authority (Value of Assets) Rules, 1991
C	 The y shall come into force al once.

2. Total Value of Assets--For the purpose of clause (a) of Section 4 of the
Monopolies and Restrictive Trade Practices (Control and Prevention) Ordinance,
1971) (V of 1970	 m

	

). the aount of the total value of assets shall be not less than
hundred and fifty million rupees. 	 an one

3. Repeal—Thc Monopoly Control Authority (Value of Assets) Rules. 1978,
arc hcrchv repeated.



COMPANIES (REGISTRATION OFFICES) REGULATIONS,
1986

[Gazette of Pakistan, Ertraordinarv, Part Ii', December 31 19S6]

S.R.U. 1139(I)/86. (Islainabad, the 301h December, 1986).--In exercise of the
powers conferred by sub-section (2) of section 466 of the Companies Ordinance,
1984 (XLVII of 1984), read with the Finance Division Notification No. S.R.O,
698(I)/86, dated the 2nd Jul y, 1986, the Corporate Law Authority hereby makes
the following regulations, namel y:--

1. (1) These regulations may he called the Companies (Registration
Offices) Regulations, 1986.

(2) They shall come into force at once.

2. In these regulations, unless there is anything repugnant in the subject or
context,--

(a) Annex means an annex to these regulations;

(b) 'Company Registration Office" means an office established by the
Federal Goernment under sub-section (1) of section 466;

(c) Ordinance" means the Companies Ordinance. 1954 (XLVII of 1984);

(d) "registrar concerned" means additional registrar, joint registrar, deputy
registrar or assistant registrar who is in charge of the Compan y Registration
Office in which the compan y is registered or in whose territorial jurisdiction the
registered office is situated;

(e) "Registrar of Companies, Pakistan" means the recistrar who is head of
the organisation for the registration of companies in Pakistan;

(I) "Schedule" means a schedule to the Ordinance;

() "section means a section of the Ordinance; and

(It) words and expressions used but not defined shall have the same meaning
as in the Ordinance.

3. (1) For registration of companies and performing other duties under the
Ordinance, the organisation for registration of companies shall, besides the office
of the Registrar of Companies, Pakistan, have Company Registration Offices in
the following towns with jurisdiction extending to companies. not being companies
to which section 5 applies, having registered offices in the territories mentioned
against each namely:--

Karachi: The Province of Sind.

(Juetta: The Province of Baluchistan and the Provincially Administered
Tribal Areas to which the executive authority of the Province of Baluchistan
extends.	 -
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Peshawar- The Province of the North-West Frontier, the Federally
Administered Tribal Areas and the Provincially Administered Tribal Areas to
which the executive authority of the Province of the North-West Frontier extends.

Lahore: The Civil Divisions of Lahore, Faisalabad, Sargodha and Gujranwala
in the Province of the Pw4ah.

Multan: The Civil Divisions of Multan, Bahawalpur and Dera Ghazi Khan in
the Province of the Punjab.

Islamabad: The Civil Division of Rawalpindi in the Province of the Punjab
and the Islamabad Capital Territory.

(2) The Company Registration Offices shall observe such working hours as
may, from time to time, be approved bythe Authority for these offices, and shall,
with the exception of public holidays, be open, between the hours of 9 A.M. and 1
P.M. from Sundays to Thursdays, for transaction of business with the public.

(3) Every Company Registration Office shall have a seal for authentication
of documents required for or in connection with the registration of companies:

Provided that the design of the seal shall require approval of the Registrar of
Companies. Pakistan.

4. (1) The certificate of incorporation issued in pursuance of section 32 shall
be in the form set out in Annex 'A.

(2) Every company which -is incorporated shall be assigned a registration
number bearing the initial alphabet of the town in which the Company
Registration Office concerned is situated and the general consecutive number
appertaining to that office, The registration number shall be stated both in the
certificate of incorporation of the company and the Register of Companies from
the date to be specified by the Authority.

(3) Where a company changes its registered office from the territorial
jurisdiction of one Company Registration Office to another, a new number
pertaining to the latter office shall be assigned as if it were a new company
incorporated in that office.

(4) Evers company formed or incorporated outside Pakistan which has a
place of business in Pakistan and files documents pursuant to the provisions
contained in Part XIV of the Ordinance shall be assigned a number appearing to
the Company Registration Office concerned in a separate series starting with the
word "Foreign.

(5) The. registrar concerned shall cause, the fact of certificate of
incorporation have been granted, the date of incorporation and the company
registration number to be entered on the stamped copy of the memorandum of
association under the dated signature of the registrar issuing the certificate and
also cause a copy of the certificate of incorporation to be attached to the
memorandum and articles of asciation of the company.

5. The certificate of incorporation for effecting the change of name of a
company to be issued under section 40 shall be in the form set out in Annex 'B'.
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6. (1) The registrar concerned shaH for the purpose of section 127 cause the
issue of certilicate in the form set out in Annex 'C'.

(2) The registrar concerned shalt for the purpose of sub-section (2) of
section 146 cause the issue of certificate in the form set out in Annex 'D'.

7. (1) The registrar concerned shall examine or cause to be examined every
document received in his office which is required or authorised by or under the
Ordinance to be registered, recorded or filed with the registrar.

(2) If any document is filed with or prescribed to a Company Registration
Office after the expiry of the period within which it was required or authorised to
be tiled or registered, not being particulars of documents requiring registration
unçlcr sections 121, 122, 123, 124 and 129, the registrar concerned may, without
absolving the defaulting company or person of any liability arising out of the
default, delay or failure to comply, accept the document for record on payment of
additional fee equal to three times the usual fee of the document specified in the
Sixth Schedule.

(3) No document shall be accepted for reCistration, tiling or record by the
reCistrar concerned, aim additional reg:strar, a joint registrar, a deputy registrar or
an assistant if in his opinion, the same--

(a) contains any matter contrary to law, or does not otherwise comply with
the requirements of law:

(b) is not complete owing to any defect, error or omission;

(c) is insufficientl y le g ible or is written upon paper which is not durable; or

(d) is not properly authenticated.

(4) If a document is found defective or incomplete as aforesaid, the registrar
ma y either renuire the company to rectify the defect or complete the document or
File a revised document in the form and within the period to be specified by him or
refuse to accept or register such document until the defect has been rectified, or,
as the case ma y be, the document has been completed:

Provided that the registrar may for special reasons to be recorded in writing,
instead of returning the document ask the company to depute a representative to
rectify or complete the document as may be necessary.

8. (1) The registrar shall not register, file or record any document or make a
record of any fact in respect of which a fee is payable under the Sixth Schedule
until such fee has been paid and shall, pending the payment of such fee, act in the
same way as if no such document had been tendered for registration, filing or
record.

(2) When  document is. accepted for being registered, filed or recorded, the
registrar shall issue an acknowledgment in the form set out in Annex 'E'.

9. (1) The megisrar shall make or cause to be made endorsement of the
following particulars on every document registered, flied or recorded in his office,
namely:
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(a) the number assigned to the company in the Register of Companies;
(b) serial number (a separate Serial number shall be assigned to ea

-

chdocument);

(c) name of the company;

(d) bxie.L d rpowI the document including its enclosures; and
(e) the date on which the document is registered, filed or recorded.

(2) Every endorsement referred to in sub-regulation (I) shall be signed by
the registrar concerned or an additional registrar, a joint registrar, a deput yregistrar, or an assistant registrar authorised by the registrar concerned and shall
bear the official seal of the Compan y Registration Office.

11). (1) In every Compan y Registration Office there shall be maintained a
Register of Companies in the form set out in Annex ' F- in which the names of the
companies shall be entered in the order in which the y are registered alongwith theComnan Re gistration Number, date of incorporation and other particulars
specified in the said form.

(2) In the naues allotted to each compan y in the Re gister, note shall be madeof every document or fact, relating to 111C company, which is reg istered, recordedor filed with the Compan y Registration Office.
(3) The documents relating to any one compan y shall he kept together,distinct and separate from those of other companies.

(4) The documents relating to each compan y shall be kept in chronologicalorder, that is to sa y. in thc order of the dates on which they are received hy the
Compan Regisirut ion office.

11. (1) The registrar concerned shall cause-- -
(a) an alphabetical index of the companies registered with the Compan y

Registration Office concerned to be maintained in a register in the form set out in
Annex 'C: and

(b) an alphabetical index of companies rçgistered with all the Company

	

Re g istrii	 Offices to he maintained in a register in the form set out in AnnexH.

(2) To enable Compan y Registration Offices to maintain the registerreferred to in clause (b) of sub- regulation (1). every Company Registration Office
shall not later than the seventh da y of each month send to all other CompanyRe gisti ,:iioli Olflce 5 and the Registrar of Companies. Pakistan, the following
information relating to the preceding month, in respect of the companies
registered with or having their registered offices within the territorial jurisdictionOf each of th ose offices, that is to say,--

(i) in the case of companies incorporated under the Ordinance, the namesof--

(a) new companies registered indicating date of incorporation in each case.
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(6) companies which have changed their names indicating their old and new
names;

(c) companies which have been finally dissolved under section 439;

(d) companies which have been finally wound up; and

(a) companies which have reported shifting of their registered offices from
the jurisdiction of one Compaiy Registration Office to another; and

(ii) in the case of foreign companies, the names of--

(a) companies which have established a place of business in Pakistan, with
the name of country of origin and date of establishing office in Pakistan; and

(b) Companies which cease to have a place of business in Pakistan with date
of ceasing to have a place of business in Pakistan,

12. In addition to the registers to he maintained under regulations 10 and 11,
every Company Registration Office shall maintain the following re gisters in the
forms set out in the Annex mentioned against each:--

(1) Register of foreign companies	 Annex 1'

(2) Register of mortgages, charges, etc.	 Annex .J'

(3) Chronological Index of mortgages, charges etc;
entered in the register of mortgages, etc.	 Annex 'K'

(4) Register of companies gone into--liquidation	 Annex L'

(5) Register of companies whose names are struck off
the register of companies under section 439 	 Annex 'M'

(6) Reizister of fees, etc.	 Annex 'N'

(7) Copying register	 Annex '0'

(1) Inspection register	 Annex 'P'

(9) Register of prosecutions and court-cases 	 Annex '0'

(10) Check register for annual general meeting and
Issuance of accounts by public companies	 Annex 'R'

(ii) Check register for issuance of half yearly accounts
by listed companies	 Annex 'S'

(12) Check register for Annual General meeting by
private companies	 Annex 'T'

(13) Check Register for statutory meeting/report 	 Annex 'U'

13. (1) The registrar shall permit members of the public to inspect registers
and records of documents as under the Ordinance they are entitled to inspect,
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Provided that, before such perm jssii, is granted, the mspection fee prescribed inthe Sixth Schedule shall have been paid.

(2) The inspection of the documentsspecified for tra	 shall be allowed during the time
registrar or

	

	
)fl of 

business with the public in the presence of thean Qfu1cjj aULLWised in each individual case by the registrarconcerned in this behalf.

(3)
The registrar or other authorised official supervising the inspection mayPermit notes of the i

nspected documents to be taken, but verbatim -copy of thedocument inspected may not he allowed to be taken.
14. The registrar Concerned shall, on 

the application of a person , causecopies of do
cuments to be ranted as authorised under the Ordinance on paYmentof lee prescribed in the Sixth Schedule

15. Every 
certificate or copy granted under the provisions of the Ordinance

joint regi
shall he sied and dated by the 

registrar concerned or an additional registrar a
strar a deputy registrar Or an assistant registrar. authorised for thePurpo se by

 the registrar concerned and shall bear official seal 
of the CompanyR e g istrttjon Offl

1. The registrar shall take notice

	

	
to file or registerof an y Omissiondocuments on due date or any other infraction of the law

17. The registrar shall institute or cause to he instituted such encluiries inrespect of an matter as ma y he nccessar . to obtain information of evidencerespecting defaults Or any information of the Jaw.
1& The Registrar of Companies Pakistan the registrar concerned or anyother person authorised by 

r Cause to
any one of tlieni in this-behalf may institute ohe ilistitured any l

egal proceedings or defend or conduct or cause to be defendedor con ducted any prosecution or other le gal proceeding under the Ordinance19. 
(1) The Authorit or the Registrar of Cany of the duties under the Ordinince the 

ru
ompanies Pakistan, may assign
les made thereunder or thesere g uJti00ç an d generally r

egulate performance of duties and issue directions tothe r
egistrar concerned or officials subordinate to the registrarmanner as it or hc may think fit and

	

	 concerned in suchthe y shall follow and observe the orders andInstructions of the Authority or the Registrar, as the case may be.
(2) Suhit to the directions of the Authorit y and theCompanies Pakistan the registrar concened 	 Registrar of

 may assign an y duties Under the
s and

Ordinance, the rules made thereunder or these giulations and generally regulateperformance of dutie	 issue	
re

directions to an y additional reregistrar dcv registrar or assistant registrar, wh 	
gistrar, joint

ere such officers have beena
ppointed in a particular Company Registration Office, and other officials of theCompany Registration Offices as he may think lit and they shall follow andobserve

the orders and instructions of the registrar concerned and all referencesin these r
egulations to registrar concerned shall be construed as references to any

assIstant deput, joint or additional registrar to whom the particular duty hasbeen assigned by
 the registrar concerned by a general or special order.
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20. Where copy of an 

application addressed to the Authority or the Regisira.i.of Companies Pakistan is r
pursuance of rule	 eceivcij in a Company 

Registration Office in32 of the Companies (General 
Provisions and Form) Rules,1985, the 

registrar concerned shall, as soon as may be possible but not later thanseventh working day
after the receipt of the application in 

his office forward tog
the Authority or the Reistrar, as the case may be, his parawise comm

,
en on theapplication together with other information and documents whichneed to be taken into consideration while disposing of the application.

in his 
opinion,

Provided that the Authori ty or, as the case m ,Companies Pakistan may dispose of an application witho ay wt be ai the Registrar of
ting for comments

of the registrar concerned if so deemed lit.

21. The followhg registers and documents relating all accompanin existence or dissolved kept 
In the Company Registration Offi ies whether

ces under theOrdinance shall be reserved Permanently. namely:

(1) Register of Companies	
Annex 'F'.(2)

The index to the Register of Companies registered
in the Company Registration Office	

Annex 'G.(3) The Index to the Register of Companies registered
in Pakistan

Annex 'H'.(4) The Re g ister of Foreign Companies 	
Annex '1'.(5) The Re gister of Mortgages charge , etc.	 Annex 'J'.(6) The Chronologica

etc.	
l Index of Mortgages charges,

Annex 'K'.(7) The Register of Destruction of Documents and
records relating to companies finally wound
up/dissolved

Annex 'X'.(8) The Register of Destruction of Documents and
Records relating to companies in existence	

Annex(9) All statements documents registers, refundorders, correspondence and papers relating to
Cimpanies Liquidation Account to which section
432 applies; and

(10)
The registered documents which relate to any
company in existence and which are specified in 	

Annex
(2) Subject to the previous approval of the Registrar of 

Companies Pakis tanPakistan
the companv' records 

kept in a Company Registration Office under the Omay be destroyed after the expirat ion of the period of their 
preservation as
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specified in Annex \V, if the same are not of sufficient public value to justif y their
further preservation, or have not been ordered by the Authority or any court to he
preserved for a longer period, or are not likely to he needed in connection with
any pending proceedings, before any court or authority, of which the Company
Registration Office has notice.

ErgIaracion. A company shall be deemed to he in existence unless its name
has been struck off the register under sub-secdon (5) of section 439 of the
Ordinance or unless it has been fully wound up and finally dissolved.

(3) Every Compan y Registration Office shall maintain the registers set out in
the forms in Annex 'N' and Annex 'Y' wherein brief particulars of the company
records destro yed and the date and mode of destruction shall be entered under
dated signature of the registrar concerned or an additional registrar, a joint
registrar, a deput y registrar or an assistant re g istrar desi gnated b y the registrar
concerned for the purpose and no part of the records aforesaid shall he destroyed
sc iihout a simultaneous entr y having been made in either the form in Annex 'N' or
the form in Annex 'Y' as may he appropriate.

22. (1) Every rcgistrar crimeet ned shall lurnish to the Registrar of
Companies, Pakistan, annuall y, Lw 31st Jul y each year, a re port on the working
and administration of the Ordinance and other related matters, concernin g the
activities of the Compan y Rcistratiirn OH-Ice concerned in ',uch form and in such
manner as ma y from time to time he pcciIied lw the Re gistrar of Companies,
Pakistan.

(2) iRe Registrar of Companies. Pakistan shall lurnish his annual report to
the Authorit y b y 31st Aueust eaeh year in such form and in such maimer as may
from time to time he specified h y the Authority.

23. The Companies (Registration 011ices) Regulations. 1978 are hereby
repeaied.

ANNEX U R ES

Annex A' WY

See: Gazette of Pakistan. Extraordinar y , Part H. December 31. 1986.



MODARABA COMPANIES AND MODARABAS (FLOATATION
AND CONTROL) ORDINANCE, 1980

ORDINANCE XXXI OF 1980

An Ordinance to provide for matters relating to registration of modaraba
companies and the floatation, management and regulation of modarabas

iGazcue of Pakistan, &traordjna, Part 1, 261h June, 19841

No. F. 17(1)180-Pub. The following Ordinance made by the President on the
26th June, 1980 is hereby published for general information:....

Whereas it is expedient to provide for ,maters relating to registration of
modaraha companies and the floatation, management and regulation of
modarahas and for matters connected therewith or ancillary thereto:

Whereas the President is satisfied that circumstances exist which render it
necessary to take immediate action:

Now, therefore, in pursuance of the Proclamation of the fifth day of July,
1977, read with the Laws (Continuance in Force) Order. 1977, (C.M.LA, Order
No. I of 1977), and in exercise of all powers enabling him in that behalf, the
President is pleased to make and promulgate the following Ordinance:--

PART I

PRELIMINARY

1. Short title, extent and commencement. (1) This Ordinance shall he called
the Modaraha Companies and Modarahas (Floatation and Control) Ordinance,
1980.

(2) Ii extends to the whole of Paldstan,

(3) It shall come into force at once.

2. Definitions, (1) In this Ordinance, unless there is an ything repugnant inthe subject or context,--

(a) 'modaraha' means a business in which a person participates with his
money and another with his efforts or skill or both his efforts and skill
and shall include Unit Trusts and Mutual Funds by whatever namecalled:

(b) "Modaraba Certificate" means a certificate of definite denomination
issued to the subscriber of the modaraba acknowledging receipt of
money subscribed by him:

(c) "modaraba company" means a company engaged in the business of
floating and managing modaraha:

(d) "Modaraha Fund" means a fund raised through floatation of modaraba;
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(c) 'prescribed" means pre-cribed b y rules;

(/) Rczistrai' means the Registrar appointed under section 3;

(,g)"rules" means rules made under this Ordinance; and

(/:)"Tribunal" means a	 ibunal coiistituied under section 2-1.

() All terms and expressions used but not defined in this Ordinance shall

have the same meanin g as in Companies Act. 1913 (VII of 1913).

3. Appointment of Registrar. The Federal Government, shall by notification

in the official Gazette, appoint a person to be the Registrar br the purpose of this

Ordinance.

COMMENTS

1. Registrar. The Federal Government has appointe( 1, the Registrar, Joint
Stock Companies as the Registrar of Mudaraha Companies.

PART II

l&[( ISTRATION OF NIODARABA COMPANIES

4. No cnrIlp[iuiy to operate without registration. No Mod:iraha company

shall operate	 ii hout re y tsiration v.th the Registrar.

5. Fligitiilitfur ret9stratiun. A companY shall he eligible for registration as

a \Iodaraba cunlpanv if it fulfils [lie lilloiO condition, nanc)v:--

(a) thjt it is registered under the (_ompiinics Act, 1013 (VII if 1)13), or is a

bod y corporate formed under an y law in force and owned or coutrollcd,

hctber directly or throueli a compan	 1ey or corporation. v [lie Federal

)ove.rnmen[ or a Provincial Government;

(0) that, bein g a company olclv cneaced in the floatatiiin and tiianagement

of Mod;iraba, it has a paid-tip capital of not less than two and a half
iii i1Iiri J rupees;

(e) that none of its dircctir. ieliiccrs or emplo y ees has been convicted of

fraud or breach of trust or of an offence involving moral turpitude;

(if) that none of its directors, officers or emplo yees has been adjudged an

insolvent or has suspended pa yment or has compounded with his

creditors;

(e) that its promoters are, in the opinion of the Registrar, persons of means
and integrity and have knowledge of matters which the company may
have to deal with as a modaraba company; and

1. \oiification No. 2(22) R.O. (G)/79 846 datcd 5.71980.
2. Subs. lw Ord. 13 or 1955. S. 2.
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(J) that being a company also engaged in business other than floatation and
management of modaraba, it has paid up capital of such amount and of
such nature as may be prescribed.

6. Application for registration. (1) A company which is eligible for
registration as a niodaraba company ma y make an application for registration to
the Registrar in such form and with such documents as may be prescribed.

(2) The Registrar, if he is satisfied after such enquiry and after obtaining
such further information as he may consider necessary that the applicant is
eligible for registration and that it is in the public interest so to do, may grant
registration to such company on such conditions as he may deem fit.

(3) In particular and without prejudice to the generality of the powers
conferred by sub-section (2), such conditions may include:--

(1) investments to be made;

(ii) information and returns to be furnished to the Registrar;

(iii) business to be undertaken; and

(iv) restriction on transfer of shares b y promotors, sponsors or persons
holding controlling interest.

PART Ill
PROVISIONS APPLICABLE TO MODARABAS

7. Types of Modaraba. (1) Modaraba may be of two descriptions:--

(i) Multipurpose Modarabo: that is to say a modaraba having more than one
specific purpose or objective.

(ii) Specific purpose Modaraba: that is to say a modaraba having one specific
purpose or objective.

(2) A modaraba may be either for a fixed period or for an indefinite period.

8. Creation and maintenance of modaraba. (1) A modaraba company
registered under section 4 shall apply to the Registrar, in such form and with such
documents as may be prescribed, for permission to float modaraba.

(2) An application for floatation of modaraba shall be accompanied by a
prospectus which shall contain, inter alia, the following information, namely:--

(i) the name and type of the modaraba;

(ii) the conditions and amounts of the rnodaraba to be floated and the
division thereof into Modaraba Certificates of fixed amount;

(iii) the business scheme, prospects and mode of distribution of profit;
(iv) the amount to be subscribed by the modaraba company to the modaraba

in its own name supported b y evidence about its ability to meet the
commitment
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(e) the form of the lodnrba Cc  tilicalc; and

(vi) such other matters as InnY be prescribed.

(3) The ajipitcatloil. tire prospectus and the documents bled therewith shall
be authenticated IN all the d cc is of the Con" Lln Y-

9. Re li rz i i n i s Iluard. The Federal Govcrnmcnt shall, for the purposes of the

Ordinance, cnstittitC a Religious Board which shall consist of Such menrbers amid
shall have such lunutians, terms and cotiditions as ma y be prescribed.

1(1.1111silwss of 	 i1 .idttrahu. No modarimba shall lie a lti.0 tes \SimILh is

to tIme	 tetions of Islam Imid the Registrar shall not permit the

Ihititati(in of a 1710631-A)3 unless the Rlt g ious Board has certilied iii siitmnp that

he muneartilta	 nit abusiness opposed to the Injunctions of Islam.

II. .dltlomi7atiol. The Registrar rune. alter obtaining front the Religious

Board t eeriiientc t,m Ire effect mentioned itt section It) and on beinir satisfied
that it is mm the public iaterect so to do, rant a ecrtmbcate ill the prescribed [or in
authorkirmg the Iloatation ol modaraha on such conditions as he may decm fit,
including conditions as to the business to be undertaken expenses relating to the
rnrmrrngemCnt of the Modaraba Fund, preservation i1 assets and the other ntetters

relatin g to Ucuinde of r.tan:m einenl mud distribution of the profits:

Provided that, before issuing liii certrficatc of authorization, the Registrar

a y require th modaraba comnpammv to make such niodilieations, additions orm 
dim IIO 1 lie Leliimirrms Birth rriau have irmdictited or as he

ma y deerri lit.

12. Modartha to be a let_tat person. (1) A niodaraha shall sue and lie sued iii

its is n mmarne thrommh it: nmoda i aon Chill pail V.

(2) The assets amid liabmliiies of ctieh rnod:irlba shall be separ:itc and dbtiiit
from those of mmntlmer nrmo,nrtmha'ns alsO front tiiOSC of the niodarat r a cmntpauy.

U. ('uditiuns applicable to nnimmlaralja. (1) No allotment of Modanaha

(ertificates shall he made unless a prospectus approved by the Re g istrar has heen

issued and tIn nmininimmm amount stare in the prinspectus to be the amount wideN
must be raised iii orde: to pro id for the business operation and expenses has
been subscribed.

21 •\il mm :e's ::c:i';d Ir.atm the applicants for Modaraba Certificates for a
nnudaraba shall I_ic se1:ostte.! and kept in aseparate account in a scheduled bank
as defined in the St.tte Bank of Pakistan Act. 1956 (XXIhh of 1956), until they
arc refunded in accordance 'is liii the provisions of sub-section (3) or Until it is
certified by the Registrar that sIodarnba Certificates have been allotted in an
amount not less than the niiairnum amount referi cd to in stib-section (1).

(3) If the subscription referred to in sub-section (1) has not been received by

the dare specified ill the prospectus, all moncy.s received from the applicants shall

he refunded to them within fifteen da ys of the said date and the moctaraha

compan y and the directors thereof shall be jointly and severally liable to repay the
money which is not so remanded.
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(4) The modaraba company shall issue Modaraba Certificates within thirty
days from the date of allotment.

(5) The modaraba company shall maintain a register of holders of Modaraba
Certificates in such form and in such manncr as may be prescribed.

(6) The modaraba company shall maintain separate bank account, funds,
assets and liabilities of each modaraba.

(7) No modaraba shall be liable for the liabilities, or be entitled to benefit
from the assets, of any other modaraba or of the modaraba company.

(8) A Modaraba Certificate shall be transferable in the manner provided for
the prospectus of the modaraba,

14. Preparation and circulation of annual accounts, reports, etc. (1) The
modaraba company shall, within six months from the close of the accounting year
of the modaraba, prepare and circulate to the holders of Modaraba Certificates:--

(i) annual balance sheet and profit and loss account in such form and
manner as may be prescribed;

(ii) a report of the auditor on the balance-sheet and profit and loss account;

a report by the modaraba company on the state of affairs, activities and
business prospects of the modaraba and the amount of profits to be
distributed to the certificate holders.

(2) In addition to the documents referred to in sub-section (1), the modaraba
company shall furnish to the Registrar and to the holders of Modaraba
Certificates such reports, accounts and information as may be prescribed or as the
Registrar may, at any time b y an order in writing, require.

(3) The modaraba company shall submit five copies of the accounts,
statements and reports referred to in sub-sections (1) and (2) to the Registrar
simultaneously with the circulation of these documents to the holders of
Modaraba Certificates.

15. Audit of accounts. (1) The accounts of a modaraba shall be audited by an
auditor who is a Chartered Accountant within the meaning of the Chartered
Accountants Ordinance, 1961 (X of 1961), appointed by the modaraba company
with the approval of the Registrar and such auditor shall have the same powers,
duties and liabilities as an auditor of a company has under the Companies Act,
1913 (VII of 1913), and such other powers, duties and liabilities as are, or may be,
provided in this Ordinance and the rules.

(2) In addition to other matters, the auditor shall also state in his report
whether in his opinion the business conducted, investnen1s made and
expenditures incurred by the modaraba are in accordance with the objects, terms
and conditions of the modaraba.

16. Prohibition of false statement, etc. No modaraba company, director,
officer, employee or agent or auditor thereof shall, in any document, prospectus,
report, return, accounts, information or explanation required to be furnished in
pursuance of this Ordinance or the rules, or in any application made under this
Ordinance or the rules, make any statement or give any information which he
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knows or has reasonable cause to believe to be false or incorrect or omit any
material fact therefrom.

17. Conditions applicable to modaruba company. (1) No modaraba
company shall engaec in any business which is of the same nature and competes
with the business carried on b y a modaraba floated or controlled by it.

(2) No modaraba company or an y of its directors or offiecrs or their relatives
shall obtain loan, advance or credit from the funds of the modaraba or on the
security ofthe assets of the modaruha.

Ecpianation. In this sub-section, "relative', in relation to a director or officer,
n'ans ihe spouse. brother or sister or an y of the lineal ascendents or descendents
aI he director or officer.

(3) A modaraha company shall subscribe in each modaraba floated by it not
less than ten per cent, of the total amount of Modaraha Certificates offered for
subscription.

18. Remuneration of modaruha company. The remuneration of a niodaraha
company in respect of a niodaraha floated by it shall he a fixed percentage of the
net annual profits of thc modaraba and shall not exceed ten per cent. of such net
annual profits computed in the manner to he prescribed.

19. Cancellation of registration. (1) \Vherc the Registrar is of the opinion
that a modaraha company has contravened or has failed to compl y with any
provision of this Ordinance or the rules or with an y direction made or given

thereunder, he may, if he considers necessary in the public interest so to do, by

order in writing--

(a) cancel the recistration of the rnodaraha company; and

(b) remove the modaraba compan y front 	 management of the modaraha
floated by t:

Provided that no such order shalt he made without giving the modaraba
company an opportunity of being heard.

(2) The modaraha company removed from the management of a modaraba
under clause (h) of sub-section (1) shall not be entitled to or be paid any
compensation or damages for loss or termination of office.

(3) A modaraha company removed from the management of a rnodaraba
under clause (h) of sub-section (1) shall not be entitled to float any inodaraba.

(4) A modaraba company aggrieved by an order of the Registrar under sub-
section (1) may prefer a 	 rn appeal to the Federal Government within thirty days of
the date of the order.

1() An appeal preferred under sub-section (4) shall be disposed of by the
Federal Government after giving the appellant an opportunity of being heard.]

20. Appointment of administrator. (1) If--

iAdded by Act. 4 of 195$. S. 2.
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(a) the Registrar has reason to believe that a modaraba company has been
conducting the affairs of a modaraba in a manner prejudicial to the
interest of the modaraba or the holders of Modaraija Certificates or in a
fraudulent or unlawful manner or has committed a default in complying
with the provisions of this Ordinance or the rules or with any direction
made or given thereunder or any condition of the modaraba;

(b) the registration of a modaraba company has been cancelled; or

(c) any other modaraba under the management of the modaraba company
has been ordered to be wound up by the Tribunal,

the Registrar, after affording the modaraba company an opportunity of being
heard, may, without prejudice to any other action under the law, by order in
writing,--

(I) appoint an administrator to take over and manage the modaraba in
place of the modaraba company for such period as the Registrar may
specify; or

(ii) require the modaraba Company to carry out such changes in the
management and procedure as may be specified; or

(iii) remove the modaraba compan y and appoint another modaraba company
in its place to manage the modaraba.

(2) The Registrar shall not make an order under sub-section (1) without the
approval of the Federal Government.

2f. Enquiries. (1) The Registrar may, on his own motion or on an
application made by the holders of Modaraba Certificates the value of which is
not less than ten per cent of the total subscribed amount of the modaraba, by an
order in writing cause an enquiry to be made by a person appointed by him in this
behalf into the affairs of a modaraba company or the modaraba or any business
transaction thereof.

(2) Where an enquiry under sub-section (1) has been ordered, every director,
manager or other officer of the modaraba company to which the enquiry relates
and every other person who has had any dealing with such modaraba company or
director or officer shall furnish such information or document in the custody or
power or within his knowledge relating to or having a bearing on the subject-
matter of the enquiry as the person conducting the enquiry may by notice in
writing require.

(3) The person conducting an enquiry under sub-section (1) may for the
Purpose of such enquiry enter into any premises belonging to or in occupation of
the modaraba company or of the person to whom the enquiry relates and may call
for, inspect and seize hooks of accounts and documents in possession of any such
modaraba company, director, manager or any other officer or employee thereof.

(4) The person holding an enquiry under sub-section (1) shall, for the
purpose of such enquiry, have the same powers as are vested in a Court under the
Code of Civil Procedure, 1908 (Act V of 1908), when trying a suit in respect of the
following matters, namely:--
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(a) enforcing the attendance of a person and examining him on oath of
affirmation;

(b) compelling the discovery and production of documents; and

(c) issuing commissions for the examiralion of witnesses.

(5) Qw. rcct of the report of theperson conducting the enquiry, the
Registrar shall take such action as he may consider necessary on the basis of the
report.

22. Circumstances in which modaraba may be wound up voluntarily. (1) A
modaraba floated for a fixed period or for a specific purpose shall be wound up by
the modaraba company itself on the expiry of the period fixed for the modaraba
or the accomplishment of the purpose of the modaraba, as the use may be,
provided the following conditions are fulfilled. namely.--

(a) All the directors of the modaraba company shall make a declaration
verified by an affidavit to the effect that they have made a full enquiry
about the affairs of the modaraha and, having done so, have formed the
opinion that the modaraba will he able to discharge its liabilities, pay the
amount subscribed by the holders of Modaraba Certificates and all their
other dues in full within a period of twelve months from the date of
expiry of the period fixed for the modaraha or the accomplishment of
the purpose of the modaraba, as the case may be;

(1)) the declaration referred to in clause (a) shall be supported by a report of
the auditor of the niodaraba on the affairs of the modaraba and shall
have no effect unless it is filed with and approved by the Registrar within
ninety days of the date of expiry of the period fixed for the modaraba or
the accomplishment of the purpose of the modaraba, as the case may be.

(2) Any person aggrieved by the decision of the Registrar under clause (b) of
sub-section (1) ma y prefer an appeal to the Federal Government within thirty
days of the da y on which the decision is given.

i(3) An appeal preferred under sub-section (2) shall be disposed of by the
Federal Government after giving the appellant an opportunity of being heard).

23. Circumstances in which modaraba may be wound up by the Tribunal.
(1) A modaraha shall be wound up by the Tribunal on an application made by the
Registrar if--

(i) in the ease of a niodaraha for a fixed period on the expiry of that period
or, in the case of a modaraba for a specific purpose on the
accomplishment of its purpose, the declaration referred to in section 22
has DC be= filed with the Registrar within the period specified in that
section;

(ii) in the case of any niodaraha, the Registrar has declared that--

(a) the modaraba is unable to discharge its liabilities;

4. AdOcd by Act. 4 o1 1985. S. 3
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(b) the accumulated losses of the modaraba exceed fifty per cent. of
the total amount subscribed by the holders of the Modaraba
Certificates; or

(c) the business of the modaraba is being, or has been, conducted
for a fraudulent purpose or with intent to defraud the holders of
the Modaraba Certificates, or its creditors or any other person;

(iii) the Tribunal is of opinion that it is just and equitable that the modaraba
should be wound up.

(2) The Registrar may make an application to the Tribunals for the winding
up of a modaraba on receipt of an application under sub-section (1) of section 21
or of the report of an enquiry under that section relating to the modaraba.

(3) No application shall be made by the Registrar under sub-section (1) or
(2) without giving the modaraba company an opportunity of being heard.

24. Constitution of Tribunal. The Federal Government may, by notification,
in the official Gazette, constitute one or more Tribunal for the purpose of this
Ordinance and, where it constitutes more than one Tribunal shall specify in the
notification the area within which, or the class of cases in respect of which, each
such Tribunal shall exercise jurisdiction under this Ordinance.

(2) A Tribunal shall consist of a person who is, or has been, or is qualified to
be a Judge of a High Court.

25. Powers of a Tribunal. (1) A Tribunal shall--

(a) in the exercise of its civil jurisdiction, have in respect of a claim filed by a
holder of Modaraba Certificates against the modaraba company or by a
modaraba company against any other party with whom it has entered
into business transaction relating to Modaraba Fund, or in respect of an
application by the Registrar for the winding up of a modaraba company,
all the powers vested in a civil Court under the Code of Civil Procedure,
1908 (Act V of 1908);

(b) in the exercise of its criminal jurisdiction, try the offences punishable
under this Ordinance and shall, for that purpose, have the same powers
as are vested in the Court of a Sessions Judge under the Code of
Criminal Procedure, 1898 (Act V of 1898):

Provided that a Tribunal shall not take cognizance of any offence punishable
under this Ordinance except on a complaint in writing made by the Registrar or
an officer authorized by him in writing; and

(c) exercise and perform such other powers and functions as are, or may be,
conferred upon or assigned to it by or under this Ordinance.

(2) All proceedings before a Tribunal shall be deemed "to be judicial
proceedings within the meaning of sections 193 and 228 of the Pakistan Penal
Code (Act XLV of 1860), and the Tribunal shall be deemed to be a Court for the
purposes of Sections 480 and 482 of the Code of Criminal Procedure, 1898 (Act V
of 1S98).
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(3) No Court other than the Tribunal shall have or exercise any jurisdiction

with respect to any matter to which the jurisdiction of the Tribunal extends under
this Ordinance.

COMMENTS

1. Banking Thbunals Ordinance, jurisdiction of. Modarba Companies
functioning under Modaraba Companies and Modarba (Floatation and Control)
Ordinance (1980) would fall within the purview of banking company", as gives by
S.2 ot the Ordinance, even if Modaraba cannot qualify as a company as defined in
Banking Companies Ordinance (1962) or Companies Ordinance (1984). Therefore,
claim', which cannot be filed before Tribunal to be constituted under Ordinance
(1980,. call 	 filed before Banking Tribunals constituted under Banking Tribunals
Ordinance (1984).

26. Procedure of the Tribunal. Matters before the Tribunal shall come up for
regular hearing as expeditiously as possible and, except in extraordinary
circumstances and on grounds to be recorded, the Tribunal shall bear the cases from
da y to day.

i2) lii the exercise of its civil jurisdiction, the Tribunal shall, in all suits
bet'oic H. including suits for recovery of money, follow the summary procedure
provided for in Order XXXVU of the First Schedule of the Code of Civil
Procedure. 1908 (Act V of 1908).

27. Powers of Tribunal on hearing application for winding up of
modaraba. (1 i If. after hearing the application for winding up of a modaraba, the
Tribunal decides to wind up the same it shall appoint a liquidator in consultation
with toe Registrar and approve a general scheme of winding up.

.) Alter a winding up order has been passed by the Tribunal, the niud.araba
LOiii.tlt\ shall forthwith hand over charge of the mod.araba to the liquidator and
turni',h hint with such statements, documents. records. information and other
material as ma y he required by hint.

3) The liquidator shall conduct the winding up proceedings in the prescribed
inainler under the control and directions of the Tribunal.

41 The winding up proceedings shall be completed within a period of one
ear trout the date of appointment of the liquidator, unless the Tribunal for special

reasolo, to he recorded in writing, extends the period.

S During the winding up proceedings, the Tribunal may allow the
administrator appointed by the Registrar under section 20. if any, to continue to
tuitcitoit and may appoint all 	 to manage the modaraha till the disposal

ut the proceedings.

28. Judgment and decree. (Ii A Tribunal shall, after the case has been heard,
pronounce judgment as early as practicable and on such judgment a decree shall
follow forthwith.

NLR 1997 tiC 363
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(2) The Tribunal shall, on the application of the decree-holder, forthwith order
execution of the decree:

Provided that, if the decree is for money, the recovery in execution thereof
shall be made as arrears of land revenue.

29. Finality of orders. Subject to the provisions for appeal as provided in
section 30, no Court or other authority shall call or permit to be called in question
any order, judgment or sentence of the Tribunal or the legality or propriety of
anything done or intended to be done by the Tribunal under this Ordinance.

30. Appeals. (1) Any person aggrieved by any order, judgment, decree or
sentence of the Tribunal [nay, within thirty days of such order, judgment decree or
sentence, prefer an appeal to the High Court within whose jurisdiction the order,
judgment, decree or sentence is passed:

Provided that no appeal shall lie from an interlocutory order which does not
dispose of the entire case before the Tribunal.

2) An appeal under sub-section (1) shall be heard by a Bench of two Judges
of the High Court and shall lie on any one of the following grounds, namely: -

(a) the decision being contrary to law or to some usage having the force of
Law; or

(b) the decision having failed to determine a material issue of law or usage
having the force of law: or

(c) a substantial error apparent in the procedure provided by or under this
Ordinance, which may, possibly have led to an error in the decision.

(3) An appeal may be preferred under this section from a decision made ex
pane.

31. Punishment. (1) Whoever contravenes the provisions of S. 4, 10, 13, 14.
16 or 17 shall be punishable with imprisonment of either description for a terni
which may extend to three years and with fine which may extend to five hundred
thousand rupees.

(2) Where the contravention referred to in sub-section (1) has caused loss to
the niodaraba or any other person, a further fine to the extent of the loss shall be
imposed.

32. Penalty. If any person—

(a) refuses or fails to furnish any document, return or information which he is
required to furnish by or under this Ordinance; or

(h) refuses or fails to comply with any condition imposed or made by the
Federal Government or direction made or given nnder this Ordinance or
the rules; or

(c) contravenes or otherwise fails to comply with any provision of this
Ordinance or the rules other than those referred to in sub-section (1) of
section 31,
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the Registrar, may, if he is satisfied, after giving the person all of being
heard, that the refusal, failure or contravention was wilful, by order, direct that
such person shall pay to the Federal Government by way of penalty such sum not
exceeding one hundred thousand rupees as may be specified -in the order and, in the
case of atQQLLJ1ULUg d6amk, a 6AUber sum calculated at a rate not exceeding one
thousand rupees for every day after the issue of such order during which the
refusal, failure or contravention . continues.

33. Liabilit y of director, manager or officer of a company. (1) Where the
person guilty of all offence referred to in sub-section (1) of section 31 or in section
32 is a compan y or other body corporate, every director. manager or other officer
responsible for the conduct of its affairs shall, unless he proves that the offence was
committed without his knowledge, or that he exercised all diligence to prevent its
conunisslon, be deemed to he guilty of the offence.

(2) Any sum directed to be paid under section 32 shall he recoverable as an
arrears of land revenue.

(3) No prosecution for all against this Ordinance or the rules shall he
instituted in respect of the same facts on which a penalt y has been imposed under
section 32.

34. Powers of the Registrar in relation to certain proceedings. in any
proceedings under section 32, the Registrar shall have the same powers as are
vested in a Court under the Code of Civil Procedure, 1908 (Act V of 1908) when
trvine a suit in respect of the following matters, namel y :--

(a) enforcing attendance of a person and examining hint oil 	 or
affirmation: and

(hi compellin g the discovery and production of documents.

35. Application of fine. The Tribunal imposing any fine under this Ordinance
nia direct that the whole or any part thereof shall be applied in or towards--

i payment of costs of the proceedings:

(4) payment to allaggrieved part y of compensation for any loss caused by the
offence:

(in) payment of compensation for any loss mentioned in sub-section (2) of
SeCtion 31.

36. Enforcement of provisions of the Ordinance. etc. If a niodaraha
company makes default in complying with any provisions of this Ordinance or a
direction made or given under this Ordinance and fails m make good the default
within thirty days of the service of a notice to the niodaraba company requiring it to
do so. the Tribunal may, oil application made to the Tribunal by the registrar,
make an order directing the niodaraba company and any director or officer thereof
(I) make good the default within such period as may be specified in the order.

2) Nothut in this section shall be deemed to prejudice the operation of any
provision of this Ordinance prqviding for the imposition of penalties on the



S.361	 MODARBA COMPANIES MODAJB	 1219
(FLOATATION & CONTROL) ORDINANCE

niodaraba company or its directors and officers in respect of any such default as
aforesaid.

37. Exemption from tax. The income of a modaraba shall be exempt from tax
under the Income-Tax Ordinance. 1979 (XXXI of 1979), if not less than ninety per
cent of its profits in a year is distributed to the holders of the Modaraba
Certificates.

38. Power of Federal Government to exempt, etc. The Federal Government
may, by notification in the official Gazette, exempt from the requirement of sub-
sections (1) and (3) of section 17 a company ora body corporate formed under any
law niid owned or controlled by the Federal Government or a Provincial
Goveniment, whether directly or through a company or corporation set up by such
Covet ninent.

39. Delegation of powers. The Registrar may, by notification in the official
Gazette, delegate, subject to such limitations, restrictions or conditions, if any, as
he may, from time to time specify, such of his powers and fi.inctions under this
Ordinance as lie may deem fit to any officer subordinate to hint.

40. Indemnity. No suit, Prosecution or other legal proceeding shall lie against
the Federal Government or the Registrar or any other officer for anything which is
in good faith done or intended to be done under this Ordinance or any rules.

41. Power to make rules. (I) The Federal Government may, by notification
in the Official Gazette, make rules for carrying out the purposes of this Ordinance.

2) In particular and without prejudice to the generality of the foregoing
power, such rules may include-

(i) the duties and functions of the Registrar;

(ii) terms and conditions of a Tribunal:

(iii) procedure relating to a Tribunal:

;iv) composition. terms and conditions of the Religious Board:

v procedure relating to the Religious Board;

vi) form, contents and other requirements of a prospectus;

(vii) issue and allotment of Modaraba Certificates;

(viii) maintenance of niodaraba accounts and funds:

(ix) form of balance-sheet and profit and loss account;

(x) audit and auditors certificate;

(xi) annual and periodical accounts and reports:

(xii) inspection of record and supply of copies of documents;

(xiii) matters relating to winding up;

(xiv) matters and procedure relating to enquiries;
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(xv) charging and determination of fees payable under this Ordinance; and

(xvi) such other matters as are to be or may be prescribed.

42. Act to override other laws. The provisions of this Ordinance shall have
effect notwithstanding anything contained in the Companies Act, 1913 (VII of
1913). oranyother-- t,wthe time being in force.

43. Removal of difficulties. If any difficulty arises in giving effect to any
provision of this Ordinance, the Federal Government may make such order, not
inconsistent with the provisions of this Ordinance, as may appear to it to be
necessary for the purpose of removing the difficulty.



THE MODARABA COMPANIES AND MODARABA RULES

S.R.O. 837(1)81. dated 26th January, 1.9 Pak., EX11M, Pt. II,
26.1.81). In exercise of the powers conferred by section 41 of the Modaraba
Companies and Modaraba (Floatation and Control) Ordinance, 1980 (XXXI of
1980), the Federal Government is pleased to make the following rules, namely--

1. Short title and commencement. (1) These rule may be called the
Modaraba Companies and Modaraba Rules, 1981.

(2) They shall come into force at once.

2. Definitions. (1) In these rules, unless there is anything repugnant in the
subject or context,--

(a) "Advocate' means a person entered in any role under the Provisions of
the Legal Practitioners and Bar Councils Act, 1973 (XXXV of 1973);

(b) "Certificate holders" means holders of Modaraba Certificates;

(c) "Chairman" means the Chairman of the Religious Board;

(d) "Form" means a form set out in the First Schedule;

(e) "Member" means a member of the Religious Board and includes the
Chairman:

(I) "Ordinance" means the Modaraba Companies and Modaraba
(Floatation and Control) Ordinance. 1980 (XXXI of 1980);

(g) "Religious Board" means the Board constituted under section 9;

(Ii) 'section" means a section of the Ordinance;

(1) All other terms and expressions used but not defined in these rules shall
have the same meanings as are assigned to them in the Ordinance.

3. Registrar. (1) The headquarters of the Registrar shall beat Islamabad.

(2) Withotn prejudice to the powers, duties and functions conferred or
imposed on him by the Ordinance, the following shall be the duties and functions
of the Registrar, namely:--

(a) to receive applications for registration as modaraba companies;

(b) to issue to a modaraba company a Certificate of Registration which
indicates the serial number of registration, year of registration and office
of issue and has the official seal of the Registrar affixed thereto;

(c) to provide secretarial services to the Religious Board;

(d) to refer the applications of floatation of modaraba which shall be in
Form I, to the Religious Board and obtain their certificate in writing in
Form II that the modaraba is not a business opposed to the Injunctions
of Islam;
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(c) to receive applications for and grant Certificate of' Authorization in
Form III for floatation of modaraba on such conditions as he may dcciii
fit in keeping with the provisions of section 11;

(J) to lay-down. receive and examine all reports, accounts and other
documents referred to in section 14 and to pass orders for and receive
such additional documents or reports or information as may be
considered necessary-,I

(g) to issue a certificate in Form IV on receipt of a declaration in Form V
that Modaraba Certificates have been allotted in an amount not less
than the minimum amount stated in the prospectus to be raised in order
to provide for the business operations and expenses;

(Ii) to allow issue of certificates of a modaraba at a premium or at a
discount.

(3) The Registrar shall examine or cause to he examined any documents
received and return for rectification any document filed with or delivered to him
for registration, filing or recording if it is found to he defective incomplete or
mutilated and shall not register, file or record such document until the
requirements indicated by hi have been complied with and a revised or
corrected document furnished:

Providcd that the Registrar ma y for spec:al reasons, instead of returning the
document demand a fresh document or ask the modaraba company to depute a
representative to rectify or complete the document as may he necessary.

(4) The Registrar shall not registLi, file or record any document in respect of
which a fee is pa yable until such lee has been dcpositcd in the correct head of
account and receipt furnished to him and shall, pending the payment of such tee.
act in the same wa y as if no such document had been tendered for registration,
filin g or record.

(5) \Vhn a document is;icccptcd for being registered, filed or recorded, the
Registrar shall issue an acknowledgment in Porn-i VI of the First Schedule.

(6) All documents of each modaraha company and each modaraba shall be
kept together, distinct and separate from those ol other modaraha companies and
tnodurabas.

(7) The Registrar shall make endorsement of the following particulars on
every document registered, tiled or recorded in his office, namely serial number (a
separate serial number shall be given to each document); name of the modaraba
company and of the modaraba; brief description of the document including its
enclosures; and the date on which the document is registered, filed or recorded,
and shall sign, and affix his official seal, to every such endorsement.

(8) In the office of the Registrar, there shall be maintained a register of
modaraba companies and register of modaraba- in Forms VII and VIII in which
particulars of the companies and the modaraba shall be entered in the order in
which they are registered or authorised, as the case may be
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(9) In the pages allotted to each rnodaraba company in the register, a note
shalt be made of every document or fact relating to the mod.araba company or
modaraba which is registered, recorded or filed with the Registrar.

(10) The Registrar shall also cause an a1phabetif index to be maintained of
modaraba companies and modaraba in the register. 	 -

(11) The Registrar shall permit members of the public to inspect such
registers and records of documents maintained under this rule and such other
rules as he may deem fit, provided that, before such permission is granted,
prescribed inspection fee has been paid.

(12) The inspection of the documents shall be allowed during the office
hours and in the presence of the Registrar or a person authoriscd by him in this
behalf.

(13) The Registrar shall, on the application of a person, grant copies of
entries in the registers and documents as are open to inspection duly signed,
sealed and dated by him on pa yment of the prescribed fees.

(14) The Registrar shall take cognisance of omission to file or register
documents on due date or an y other omission, lapse, irregularity or infraction of
the law by or in relation to a modaraba company or modaraba.

(15) The Reg istrar shall institute such enquiries or proceedings in respect of
any matter as max, in his opinion, be necessary to obtain information or evidence
respecting defaults or an lapse, irregularity or infraction of the law b y any
modaraha company or in relation to a modaraba or any promoter, officer,
employee, liquidator or receiver.

(16) The Registrar shall cause to be prepared and keep a seal for
authentication of documents and certificates required for or connected with the
registration of modaraba companies and modarabas and related matters.

(17) The Registrar may assign any of the duties prescribed under the
Ordinance or these rules and generally regulate performance of duties and issue
directions to an y officer or officials subordinate to him in such manner as he may
think fit.

(18) There shall be paid in respect of the several matters mentioned in the
Second Schedule the several fees therein specified.

(19) All fees, charges and other sums paid or realised under the Ordinance
or under any order of the Registrar, Tribunal of the Federal Government in
pursuance of the Ordinance and the rules shall be accounted for to the Federal
Government in the State Bank of Pakistan or any other bank acting as agent of
that Bank or the Government Treasury under heads "1213-ECONOMIC
REGULATION-RECEIPTS UNDER MODARABA ORDINANCE" and the
receipt thereof shall be furnished to the Registrar, the Tribunal or the Federal
Government alongwith the documents, application or otherwise, as the case may
be.

4. Registration of Modaraba Company. (1) An application for registration
of a modaraha company shall be made to the Registrar in Form IX.
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(2) The application shall be accompanied by--

(a) five copies of the Memorandum and Articles of Association;

(b) five copies of Certificate of incorporation;

(c) receipted Treasury Challan in respect of the fees paid for the
application;

(d) five copies of the latest audited accounts, if the company has already
been in business; and

(e) a precise description of the business being done, if it is already engaged
in business other than floatation of modaraba or if it proposes to
undertake such business in addition to floatation and management of
m oda r a has.

(3) The company shall make such changes in its Memorandum and Articles
of Association or in their Board of Directors as may be required by the Registrar.

(4) The Registrar on being satisfied that the company is eligible to be
registered shall issue a Certificate of Registration in Form X on such conditions as
may he specified.

5. Tribunal. (I) A person appointed to constitute a Tribunal shall hold
office for a term of three years unless he resigns or otherwise ceases to hold office
earlier.

(2) A Tribunal shall, in consultation with the Federal Government, appoint
such officers and staff as are considered necessary for carrying out the functions of
the Tribunal.

(3) The hearing of and proceedings before a Tribunal shall be public unless
the Tribunal for reasons recorded in Ti1ing--

(a) decides to hold the proceedings or any part thereof in private; or

(b) gives directions as to the persons who ma y he present thereat; or

(c) prohibits or restricts the publication of any part of evidence given before
it or contained in any documents filed before it.

(4) There shall be an official seal of a Tribunal which shall be in the custody
of the Chairman or of an officer designated by him in this behalf.

6. Religious Board. (1) The Religious Board shall consist of three members
appointed by the Federal Government by notification in official Gazette, one of
whom shall be the Chairman.

(2) Two of the members shall be religious scholars and the Chairman shall
be a person who is or has been, or is qualified to be a Judge of a High Court.

(3) Meetings of the Religious Board shall be held to consider applications
for floatation of modaraba as and when called by the Chairman, but at least once
in every two months unless there is no business to transact.
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(4) The Board may wherever SO required obtain clarification or additional
information from the modaraba company or offer a personal bearing to the
modaraba company before arriving at a decision.

(5) The proceedings of each meeting of the Religious Board shall be
recorded in such manner as may be specified by it and the same shall be signed by
the Chairman or, in his absence, by the member presiding over the meeting.

(6) All orders and decisions of the Religious Board shall be authenticated by
the Chairman or a member or officer especially empowered in this behalf by the
Board.

(7) The Religious Board shall give its decision within thirty days from the
date of closure of its hearing in a communication bearing official seal of the
Board.

(8) A member of the Religious Board shall hold office for a term of three
years unless he resigns, ceases to hold office or is removed earlier.

(9) Any casual vacancy shall be filled in by appointment by the Federal
Government of a person qualified to be a member, for the unexpired term of the
outgoing member.

(10) The members of the Board, other than a Chairman who is Judge of a
High Court, shall be entitled to:

(a) a fixed fee of Rs. 500 per day

(b) travelling and daily allowances as admissible to Grade 20 officers of
Federal Government.

(ii) The sittings of the Religious Board shall normally be held at Islamabad
but the Board may sit in such places in Pakistan as it may from time to time
decide.

(12) On being called upon to appear before the Religious Board appearance
may he in person or through an authorised representative.

(13) All sittings of the Religious Board shall be presided over by the
Chairman and in his absence by a member as may be nominated by him.

(14) There shall he an official seal of the Religious Board which shall remain
in the custody of the Chairman or an officer authorised by him in writing.

7. Capital of company also engaged in other business. Unless it is a body
corporate formed under any law and owned or controlled by the Federal or a
Provincial Government, whether directl y or through a company or corporation set
up by such Government, a company which is also engagel in business other than
floatation and management of modaraba shall be eligible for registration as a
modaraba company only if it has a paid-up capital of at least seven and a half
million rupees of which an amount of not less than two and a half million rupees
shall he set aside for the modaraba free from any encumbrances.

8. Accounts and audit. (1) Every modaraba company shall cause to be kept
proper books of account for each modaraba with respect W--
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(a) all sums of money received and expended by the modaraba and the
matters in respect of which the receipt and expenditure takes place;

(b) all sales and purchases of goods by the niodaraba: and

(c) the assets and liabilities of the inodaraba.

Explanation. For the purposes of this sub-rule proper books of account shall
not be deemed to have been. kept with respect to the matters aforesaid if there are
not kept such hooks as are necessary to give a true and fair view of the state of the
modarabas affairs and to explain its transactions.

(2) The hooks of account shall he kept at the registered office of the
modaraha company or at such other place as max' be authorised by the Registrar.

(3) Where a modaraha has a branch office, the modaraha compan y shall be
deemed to have complied with the provisions of sub-rule (1) and sub-rule (2) if
proper books of account relating to the transactions cifected at the branch office
are kept at the branch office and proper summarised returns made up to date at
intervals of not more than one month are sent by the branch office to the
registered office of the modaraba compan y or other place referred to in sub-rule
(2).

(4) Every balance sheet of a modaraba shall give a true and fair view of the
state of affairs of the modaraha as at the end of its financial year and every profit
and loss account and every statement of changes in the financial position of a
modaraba shall respectively give a true and fair view of the result of operations
and of the changes in its financial position for the year therr ended.

9. Submission of annual report b y modaraba company. (1) The annual
report required by section 14 to he furnished by the inodaruba company shall
include a balance-sheet and a profit and loss account and a statement of changes
in !nancial position in respect of each modaraha and fullest information and
explanations in regard to any reservation, observation, qualification or adverse
remarks contained in the auditor's report.

(2) The halance-sheet and profit and loss account included in the annual
report prepared b y the mndaraha company shall comply with the requirements of
the Third Schedule as nearly as possible.

(3) The balance-sheet and profit and loss account and statement of financial
changes shall he audited b y the auditor of the modaraba and the report of the
auditor shall be as prescribed in Form Xl.

10 Submission of periodical reports. Every modaraba company shall, within
two months of the close of the first. half of the financial year of each modaraba
prepare in the manner as nearly as possible and giving such information as
required by the Third Schedule and transmit by registered post to the Registrar
and under postal certificate to its Certificate holders a profit and loss account and
a statement of financial changes for and a balance-sheet as at the end of, that half
year, whethr audited or otherwise.

11. Annual balance-sheet. (I) The directors of every modaraba company
shall at some date not later than. eighteen months after the floatation of such
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-modaraba.and subsequently once. atleast in every calendar year prepare an annual
balance-sheet and profit and loss account and a statement of changes in financial
position in respect of each modaraba for the period in the case of the first account
since the floatation of the modaraba and in any other case since the preceding
account.	 -

(2) The accounting year adopted under the preceding sub-rule shall not be
changed without the prior approval of the Registrar.

12. Authentication of.balance-sheet. (1) Save as provided by sub-rule (2), the
balance-sheet and profit and loss account and statement of changes in financial
position shall be signed by the Chief Executive and two directors of the modaraba
company.

(2) When the total number of directors of the modaraba company for the
time being in Pakistan is less than the number of directors whose signatures are
required by sub-rule (1), then the balance-sheet and profit and loss account and
statement of change in financial position shall be signed by all the directors for the
time being in Pakistan or, if there is only one director for the time being in
Pakistan, by such director, but in such a case there shall be sub-joined to the
balance-sheet and profit and loss account and statement of change in financial
position, a statement signed b y such directors or director explaining the reason for
non-compliance with the provisions of sub-rule.

13. Access to minutes of proceedings of general meetings of modaraba
company and or its directors. The auditor of a modaraba shall have full access to
the minute books of the modaraba company and in case the modaraba company is
also engaged in other business he shall be provided with authenticated copies of
the minutes and decisions concerning the affairs of the modaraba.

14. Information about the pattern of holding of certificates by subscribers.
A modaraba company shall also circulate alongwith the annual accounts
information about the pattern of holding of the certificates by the certificate
holders in Form XII or as near thereto as possible.

15. Liability where proper accounts not kept. (1) If at any time it is shown
that proper hooks of account were not kept in relation to the modaraba, every
director and officer of the modaraba company who is in default shall, unless he
shows that he acted honestly and deligently and that in the circumstances in which
the business of the modaraba company was carried on the default was excusable,
be criminally liable.

(2) For the purposes of this rule, proper books of account shall be deemed
not to have been kept in the case of any modaraba if there have not been kept
such books of accounts as are necessary to exhibit and explain the transactions
and financial position of the trade or business of the modaraba., including books
containing material entries from day to day in sufficient detail of all cash received
and cash paid, and,-where the trade or business has involved dealings in goods,
statements of theannual stock-takings and (except in the case of goods sold by
way of ordinary retail trade) of all goods sold and purchased, showing the goods
and the buyers and sellers thereof in sufficient detail to enable those goods and
those buyers and sellers to he identiuied
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16. Expenses to be reimbursed to modaraba company, etc. (1) The
rnodaraba company shall be entitled to be reimbursed annually reasonable
expenses other than any remuneration in respect of directors, officers and
employees of the rnodaraba company.

(2) Such expenses shall be audited by the auditors of the modaraha company
and classified under appropriate headings as used in Profit and Loss Account, and
Y611 form part of the annual accounts of the modaraba.

(3) For the purposes of the calculation of the remuneration payable to the
modaraba company under section 18 the profit shown in the audited profit and
loss account of the modaraba shall form the basis.

17. Capitalisation of profits. (1) The Board of Directors of a modaraba
company may resolve that it is desirable to capitalise any part of the amount for
the time being standing to the credit of any of modaraha's reserve accounts or to
the credit of the profit and loss account or otherwise available for distribution and
accordingly decide that such sum he set free for distribution amongst the
Certificate holders who would have been entitled thereto if distributed by way of
profit and in the same proportions on conditions that the same he not paid in cash
but he applied either in or towards paying up any amounts for the time being
unpaid on an y certificates held by such members respectively or paving up in full
unissued certificates of the modaraba to he allotted and distributed credited as
fully paid-up bonus certificates to and amongst such Certificate holders in the
proportion aforesaid, or partly in one way and partly in the other, and the
modaraba company shall give effect to such resolution.

(2) Whenever such a resolution as aforesaid shall have been passed the
directors shall make all appropriation and application of the undivided profits
resolved to he capitalised thereby and all allotments and issues of full y paid
certificates, if any and generally shall do all acts and things required to give effect
thereto, with full powers to the director to make such provision to the issue of
fractional certificates or by pa yment in cash otherwise as they think fit for the case
of certificates becoming distributable in, fractions, and also to authorise any
person to enter on behalf of all the Certificate holders entitled thereto into an
agreement with the rnodaraba providing for the allotment to them respectively,
credited as fully paid-up, of any further certificates to which they may be entitled
upon such capitalisation, or (as the case may require) for the application thereto
of their respective proportion of the profits resolved to be capitalised, of the
amounts or any part of the amounts remaining unpaid on their existing certificates
and any agreement made under such authority shall he effective and binding on all
such Certificates holders.

18. Distribution of profit and reserves. (1) The distribution of profit shall
include distribution in cash or issue of bonus certificates out of the capitalised
profit or any other security.

(2) The Board of a modaraba company may from time to time distribute to
the Certificate-holders such interim profits as appear to the Board to he justified
by the profits of the modaraha
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(3) No distribution shall be made otherwise than out of profits of the year or
any other undistributed profits or realised capital gains.

(4) The Board of a modaraba company may, before making any distribution
of profits, set aside out of the profits of the modaraba such sums as it thinks
proper as a reserve or reserves which shall, at the discretion of the Board, be
1pplicable for meeting contingencies or for equalising distribution of profit, or for
any other purpose to which the profits of the modaraba may be properly applied,
and pending such application may, either be employed in the business of the
modaraba to be invested in such investments (other than certificates of the
modaraba) as the Board may from time to time think fit.

(5) If several persons are registered as joint-holders of any certificate any
one of them may give effectual receipts for any profit payable on the certificates.

(6) Notice of any profit distribution that may have been declared shall be
given by post to the Certificate-holder at his registered address or, if he has no
registered address in Pakistan, to the address, if any, within Pakistan supplied by
him to the modaraba company for giving notice to him.

(7) Where a notice is sent by post, service of the notice shall be deemed to
he effected by properl y addressing, prepaying and posting a letter containing the
notice and, unless the contrary is proved, to have been effected at the time at
which the letter would be delivered in the ordinary course of post.

(8) If a Certificate-holder has no registered address in Pakistan, and has not
supplied to the company an address within Pakistan for the giving of notice to
him, a notice addressed to him or to the Certificate-holders generally and
advertised in a newspaper circulating in the neighbourhood of the registered office
of the company, shall be deemed to be duly given to him on the day on which the
advertisement appears.

(9) The final distribution of the profit in respect of any accounting period
shall be made within six weeks after re-opening of the register of Certificate-
holders.

- 19. Appointment and removal of auditor. (1) Every modaraba company
shall, state in the prospectus the name and the address of the auditor of the
modaraba duly approved by the Registrar, who shall not be the auditor of the
modaraba company.

(2) The terms of the appointment of auditor shall be renewed every year
with the approval of the Registrar.

(3) If the modaraba company wishes to appoint an auditor other than the
existing auditor for the next account period, it shall inform the existing auditor in
writing giving reasons for such change, with a copy to the Registrar.

(4) The Registrar may, if he so desires, seek such information as he may
consider necessary either from the modaraba company or from the auditor or
from both and on being so desired the parties concerned shall provide the
Registrar with the required information.
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(5) The auditor on his own accord shall be entitled to make such submissions
in connection with the proposed change to the Registrar as he may like.

(6) The Registrar's decision on the proposed change of auditor shall be final.

(7) A aiâimr may resign from his appointment with the approval of the
Registrar obtained in writing.

20. Prospectus. (1) Every prospectus issued by a moddraba company in
respect of any modaraba shall be dated, and that date shall, unless the contrary be
proved, be taken as the date of publication of the prospectus.

(2) A copy of every such prospectus, signed by every person who is named
therein as a director or proposed director of the modaraba company, or by his
agent authorised in writing, shall he filed for registration with the Registrar on or
before the dare of its publication, and no such prospectus shall be issued until a
copy thereof has been so filed for registration.

(3) The Registrar shall not register any prospectus unless it is dated and the
copy thereof signed. in the manner required by this rule.

(4) Every prospectus shall state on the face of it that a cop y has been filed
for registration as required by this rule.

(5) If a prospectus issued without a cop y thereof being so filed, the
modaraba company, and every person who is knowingly a parry to the issue of the
prospectus, shall he liable to a fine as laid down in section 32.

(6) Every prospectus of a modaraha must state the matters specified in Part I
of the Fourth Schedule and set out the reports specified in Part II of that Schedule
and the said Parts I and II shall have effect subject to the provisions contained in
Part I of that Schedule.

120-A. Power to increase modaraba Fund. (1) A modaraba compan y may,
under the authorit y of a resolution passed at a meeting of its directors and with
the approval of the Registrar, alter the prospectus of a modaraha floated by it so
as to increase the Modaraba Fund by issue of new modaraba certificates subject
to such conditions as ma y he imposed by the Registrar:

Provided that, before according his approval, the Registrar shall, at the
expense of the modaralja issue a notice of the proposed increase and conditions
attaching thereto for eliciting opinion of the modaraba certificate-holders and
other concerned within a period of not less than fourteen days from the date of
publication in at least one issue each of a dail y newspaper in English language and
a dail newspaper in Urdu language having rculaiion in the Province in or, up the
modaraha is not listed, in the Province in which the registered office of the
modiiraha company is situate.

(2) Except to the extent otherwise specified by the Registrar for reasons to
he recorded, the new modaraba certificates shall rank pari passu with the existing
certilicares in all matters including theright to such bonus or right issue and

1. Rr. 20A and 2011. ins. O y S.R.O. 231(1 )/87 datcd 26.3.1957.
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dividend as may be declared subsequent to the date of issue of such new
certificates.

(3) The modaraba company shall file with the registrar notice of exercise of
any power referred to in sub-rule (1) and pay fees as specified for authorisation to
float modaraba on the additional amount of inodaraba fund increased in- the
manner laid down in sub-rule (1), within fifteen days from the exercise therefor,
indicating the conditions attaching thereto and shall also issue a notice thereof in
newspapers in the manner laid down in Proviso to sub-rule (1).

20-B. Further issue of Modaraba Certificates. (1) Where the modaraba
company decides to increase the modaraba fund of modaraba by the issue of new
modaraba certificates, such certificates shall, subject to the conditions imposed by
the Registrar, be offered to the existing certificate holders in proportion to the
existin certificates held by them, and such offer shall be made by notice
specifying the number of certificates to which the certificate holder is entitled and
limiting a time within which the offer, if not accepted, will be deemed to be
declined.

(2) The offer of new modaraba certificates shall be accompanied by a
circular duly signed by the directors of the modaraba company or an officer of the
company authorised by them in this behalf in the form prescribed by the Registrar
containing material information about the affairs and accounts of the modaraba
and setting forth the necessity for raising of further funds with business prospects.

(3) A copy of the circular referred to in sub-rule (2) signed in the manner
specified therein shall he filed with the Registrar before it is sent to the modaraba
certificate-holders.

(4) If, in any case, the whole or any part of the issue of certificates so offered
is declined or is not subscribed, the modaraba compan y may offer the
unsubscribcd part in such manner as may be approved by the Registrar.

(5) Where the new modaraha certificates forming part of the Modaraba
Fund are to be issued to the public, a prospectus shall be issued which shall
comply, in all respect. with the requirements applicable to a prospectus and be
subject to the liabilities specified in the Ordinance and the rules therefor]

21. Invalidity of certain conditions as to waiver of notice. (1) Any condition
requiring or binding any applicant for certificates to waive compliance with any
requirements of the Fourth Schedule or purporting to affect him with notice of
any contract, document- of matter not specifically referred to in the prospectus,
shall be void.	 -

(2) It shall not be lawful to issue any form of apoication Car de certificates
of modaraha different in text from the one forming part of the Fourth Schedule:

Provided that this- sub-rule shall nor apply if it is shown that the form of
application was issued either .-	 -

(ti) in connection with a bona fide invitation to a person 
I
to enter into an

underwriting agreement with respect to the certificates; or

(b) in relation to certificates which were not offered to the public.
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22. Register of certificate holders. (1) Every modaraba company shall
maintain a register of"Certificate holders' in the manner required in respect of
register of share-holders under the Companies Act, 1913.

(2) The following provisions shall apply to the registration of the transfer of
Modaraba Cenhflcate, nauiefr--

(a) an application for the registration of the transfer of certificates in a
modaraha may be made either by the transferor or the transferee, and
the modaraha compan y shall enter in its register of Certificate-holders
the name of the transferee in the same manner and subject to the same
conditions as if the application for registration was made by the
transferee:

Provided that, where such application is made by the transferor, no
registration shall he made if objection is taken b y the transferee within two weeks
from the date of receipt of a notice of such application issued to him by the
rnodaraba company:

(h) for the purposes of clause (a) notice to the transferee shall be deemed to
have been duly given if despatched by prepaid post to the transferee at
the address given in the instrument of transfer and shall be deemed to
have been delivered in the ordinary course of post;

(C) it shall not he lawful for the modaraba company to register transfer of a
certificate of the modaraha unless the proper instrument of transferee
duly stamped and executed by the transferor and the transferee has been
delivered to the modziraba company along-with the relative modaraba
certificate:

Provided that, where it is proved to the satisfaction of the directors of the
modaraba compan y that an instrument of transfer signed by the transferor and
transferee has been lost, the modaraha compan y may, if its directors think fit on
an application in writing made by the transferee and bearing the stamp required
for an instrument of transfer, register the transfer with notice to the transferor on
such terms as to indemnity as the directors of the modaraba company may think
fit:

(d) if a modaraba company refuses to register the transfer of any certificate,
the modaraha company shall, within two months from the date on which
the instrument of transfer was lodged with the modaraba company, send
to the transferee and the transferor notice of the refusal indicating
reason for such refusal,

(4) The following provisions shall apply to succession to a certificate in the
case of death of the holder, namely:—

(a) the legal heirs of a deceased Certificate-holder, according to Shariat
shall he the only persons to be recognized by the modaraba company as
having an y title to his certificates;

(b) an
'

person becoming entitled to a certificate in consequence of the
death of the Certificate-holder may be registered as a Certificate-holder
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on producing such evidence as may be required by the modaraba
company,

(c) any person who becomes entitled to a certificate in consequence of the
death of the holder may, instead of being registered as the holder
himself, elect to have some other person to be named by him registered
as a transferee of such certificate;

(d) the person electing to have some other person registered as a holder in
accordance with the above provision shall testify to such election by
executing an instrument of transfer in favour of his nominee;

(e) such instrument of transfer shall he presented to the modaraba company
together with such other evidence as the directors of the company may
require to prove the title of the transferee, and thereupon the transferee
shall be registered as holder.

23. Annual list of Certificate-holders and summary. (1) Every modaraba
shall within eighteen months from its floatation, and thereafter once at least in
every year, make a list of all persons who on the date of the reopening of the
register of certificate-holder relative to declaration of final dividend or, where
there is no such date in any particular 'car, as on 31st December of the year, are
Certificate-holders and of all persons who have ceased to be Certificate-holders
since the date of the last return or in the case of the first return since the
floatation of the modaraba.

(2) The list shall state the names, addresses, and occupations of all past and
present Certificate-holders therein mentioned, and the number of certificates hcld
by such of the existing Certificate-holders at the date of the return, specifying
certificates transferred since the date of the last return, or in case of the first
return, of the floatation of the modaraha by person who are still members and
persons who have ceased to be certificate-holders respectively and the dates of
registration of the transfers, and shall contain a summary distinguishing between
certificates issued for cash and certificates issued as fully or partly paid up as
bonus certificates or issued as fully or partly paid certificates otherwise than in
cash, and specifying the following particulars, namely--

(a) the amount of the certificates of the rnodaraba and the number' of
certificates into which it is divided;

(b) the number of certificates taken from the commencement of the
modaraba up to the date of the return;

(c) the amount called up on each certificate;

(d) the total amount of calls received;

(a) the total amount of calls unpaid;

(f) the total 'amount of the sums (if any) paid by way of commission in
respect of any certificates or allowed byway of discount in respect of any
certificates since the date of the last return or so much thereof as has not
been written off at the date of the return;
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(g) the names and addresses of the persons who at the date of the return are
the directors of the modaraba company and of the persons (if -any) who
at the said date are the managers or officers of the modaraba company,
and the -changes in the personnel of the directors, managers and officers
of the modaraba company since the last return together with the dates
on which they took place; and	 -

(It) the total amount of debt due from the modaraba in respect of all
mortgages and - charges -which are required to be registered- with the
Registrar under these rules. 	 -

(3) The above list and summary shall be contained in a separate part of the
register of certificate-holders and shall be completed within thirty days from the
date referred to in sub-rule (1) and the modaraba company shall forthwith file
with the Registrar a copy signed by a director or by the manager or secretar y of
the modaraba con'ipanv together with a certificate from such director, manager or
secretary that the list and summar y state the facts as they stood on the day
aforesaid

24. Inspection of register of certificate-holders. (1) The register of
certificate-holders and the index thereof shall at all times he kept at the registered
office of the modaraha compan y, and, except when closed under the provisions of
this rule, shall during business hours be open, suhect to such reasonable
restriction as the modaraba compan y may lay down in the prospectus, for
inspection by any certificate-holder, or any other person on payment of five
rupees'. or such less sum as the modaraba compan y may require, for each
inspection and for making extract therefrom.

(2) Any certificate-holder or other person may require a copy of the register,
or of any part thereof, or of the list and summary required by these rules, or any
part thereof, on pa yment of one rupee for every hundred words or fractional part
thereof, required to he copied and the modaraba compan y shall cause any copy so
required by an y person to be sent to that person within a period of ten days,
exclusive of non-working days and da ys on which the transfer hooks of the
modaraba are closed, commencing on the day next after the day on which the
requirement is received by the modaraha company unless the person concerned
asks for receiving personal delivery, at a later date.

(3) If an y inspection required under this rule is refused or if any copy
required under this rule is not sent or delivered wiihin the period specified under
sub-rule (2). Registrar may, without prejudice to any penalt y to which the
compan y or any director or any officer thereof may be liable under the Ordinance.
on representation, by an order compel an immediate inspection of the register and
the index or direct that copies required thereof shall be sent to the person
requiring the=-

25. Power to close register. A modaraba compan y may, on giving seven days'
preious notice by advertisement in some newspapers circulating in the Province
in which the registered office of the modaraba company is situate, close the
register of certificate-holders for any time or limes not exceeding in the whole
fort y-five days in each year and not exceeding fifteen days at any one time.
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26. Return as to allotment. (1) Whenever a modaraba company floats any
modaraba and makes any allotment of its certificates, the modaraba company
shall, within one month thereafter—

(a) file with the Register a return of the allotments, stating the number and
nominal amount of the certificates comprised in the allotment, the
names and addresses of the allottees and the amount paid or if any due
or payable on each certificate; and

(b) in the case of a certificate allotted as fully or partly paid up otherwise
than in cash produce for the inspection and examination of the Registrar
a contract in writing constituting the title of the allottee to the allotment
together with any contract of sale, or for services or other consideration
for which the allotment was made, such contract being duly stamped,
and filed with the Registrar verified copies of all such contracts and
return stating the number and nominal amount of certificates so allotted
the extent to which they are to be treated as paid up, and the
consideration for which they have been allotted.

(2) Where such a contract as is referred to in sub-rule (1) is not reduced to
wilting, the modaraba company shall, within one month after the allotment, file
with the Registrar the required particulars of the contract stamped with the same
stamp duty as would have been payable if the contract had been reduced to
writing, and these particulars shall be deemed to be an instrument within the
meaning of the Stamp Act, 1899, and the Registrar may, as a condition of filing
the particulars, require that the duty payable thereon be adjudicated under section
31 of that Act.

(3) If the Registrar is satisfied that in the circumstances of any particular
case the period of one month specified in sub-rules (1) and (2) for compliance
with the requirements of those sub-rules is inadequate, he may extend that period
as he thinks fit, and in that event, the provisions of sub-rules (1) and (2) shall have
effect in that particular case as if for the said period of one month the extended
period allowed by the Registrar were substituted:

Provided that in case of default in filing with the Registrar within the time
specified in sub-rules (1) and (2) any document required to be filed by this rule,
the modar4ba compan y, or any person liable for the default, may apply to the
Federal Government for relief, and the Federal Government if satisfied that the
omission to file the document was accidental or due to inadvertence or that on
other grounds it is just and equitable to grant relief, ma y make an order extending
the time for filing of the document for such a period as the Federal Government
may think proper.

27. Certain mortgages and charges to be void if not registered.. (1) Every
mortgage or charge created by a modaraba and being either:—

(a) a mortgage or charge for the purpose of securing any issue of
Participation Term Certificate (PTC); or

(b) a mortgage or charge on any immovable, property wherever situate, or
any interest therein; or
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(c) a mortgage or charge on any book debts of the modaraba; or

(d) a mortgage or charge, not being a pledge, -on any movable property of
the -mcxiaraba except stock-in-trade; or

(e) a floating charge on the undertaking or property of the uiodaraba; shall
so far as any security on the niodaraba property or undertaking is
thirrthy conferred, be void against the liquidator and any creditor of the
modaraba, unless the required particulars of the mortgage or charge
with the instrument, if any, by which the mortgage or charge is created
or evidenced or a verified copy thereof, are filed with the Registrar for
registration in the manner required by these rules within twenty-one
days after the date of its creation, but without prejudice to any contract
or obligation for repayment of the money thereby secured, and on a
mortga ge or charge thus becoming void under this rule the money
secured thereb y shall immediately become payable:

Provided that:--

U) in the case of mortgage or charge created out of Pakistan twenty-one
da ys after the date on which the instrument or copy could, in due course
of post, and if despatched with due dili gence, have been received in
Pakistan shall be substituted for twenty-one days alter the date of the
creation of the mortgage or charge, as the time within which the
particulars and instrument or cop y are to be filed with the Registrar-,and

(it) where the mortgage or charge is created in Pakistan but comprises
property outside Pakistan, the instrument creating or purporting to
create the mortgage or charge or a copy thereof verified in the required
manner may he filed for registration notwithstanding that further
proceedings may he necessary to make the mortgage or charge valid or
effectual accordin g to the law of the country in which the property is
situate: and

(iii) where a negotiable instrument has been given to secure the pa yment of
any hook debts of a rnodaraba, the deposit of the instrument for the
purpose of securin g an advance to the modaraba shall not, for the
purpe ot this rui he treated as a mortgage or charge on those book
debts: and

(ii) the holding of PTC entitling the holder to a charge on immovable
property shall not be deemed to be an interest in immovable property.

(2) Where any mortgage or charge on any propert y or a compan y required to
be registered under sub-rule (1) has been so registered any person acquiring such
property or any part thereof, or any share or interest therein, shall be deemed to
have notice of the said mortgage or charge as from the date of such registration.

28. Registration of charge on properties. Whenever the modaraba acquires
any property which is subject to a charge of any such kind as would, if it had been
created by the modaraba after the acquisition of the property, have been required
to he registered under these rules, the modaraba shall cause the required
particulars of the charge, together with certified copyof the instrument, if any. by
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which the charge was created or is evidenced, to be delivered to theRegistrar for
registration in the manner required by these rules within twenty-one days after the
date on which the acquisition is completed: 	 -

Provided that, if the property is -situate and the charge was created outside
Pakistan, twent y-one days after the date on which th copy of the instrument
could in due course of post, and if despatched with due diligence, have been
received in Pakistan shall be substituted for twenty-one days after completion of
the acquisition as the time within which the particulars and the copy of the
instrument are to be delivered to the Registrar.

29. Prosecution of delinquent directors of modaraba company. (1) If it
appears to the Tribunal in the course of a winding up that any past or present
director, manager or other officer of the modaraba company or any member of
the modaraba company has been guilt y of anyoffence in relation to the modaraba
for which he k criminall y liable, the Tribunal may, either on the application of any
person interested in the winding up or of its own motion, direct the liquidator
either himself to prosecute the offender or to refer the matter to the Registrar.

(2) If it appears to the liquidator in the course of a voluntary winding up that
any past or present director, manager or other officer of the modaraba company
or any member of the modaraha compan y has been guilty of any offence in
relation to the modaraba or modaraba company for which he is criminally liable,
he shall forthwith report the matter to the Registrar and shall furnish to him such
information and give to him such access to and facilities for inspecting and taking
copies of any documents, being information or documents in the possession or
under the control of the liquidator relating to the matter in question, as he may
require.

(3) Where any report is made under sub-rule (2) to the Registrar, he may, if
he thinks lit, cause an enquiry to be conducted in the matter.

(4) If on any report to the Registrar under sub-rule (2) it appears to him that
the case is not one in which proceedings ought to be taken by him, he shall inform
the liquidator accordingly, and thereupon, the liquidator may himself take
proceedings against the offender.

(5) If it appears to the Tribunal in the course of winding up that any past or.
present director, manager or other officer of modaraba company, or any member
of the modaraba company has been guilty as aforesaid, and that no report with
respect to the matter has been made b y the liquidator to the Registrar, the
Tribunal may, on the application of any person interested in the winding up or of
its own motion, direct the liquidator to make such a report. and on a report being
made accordingly. the provisions of this rule shall have effect as though the report
had been made in pursuance of the provisions of sub-rule (2).

(6) If. where any matter is reported or referred to the Registrar under this
rule, he considers, that the case is one in which a prosecution ought to be initiated
he shall take action accordingly:

Provided that no prosecution shall be initiated without first giving the
accused person an opportunit y of making a statement in writing to the Registrar
and of being heard.
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(7) When any proccedins are instituted under this rule it shall be the duty of
the liquidator and of every officer and agent of the modaraba company past and
present (other than the defendant in the proceedings) to give all assistance in
connection with the prosecution which he is reasonably able to give, and for the
purposes of this sub-rule the expression agent' in relation to a rnodaraba
company shall he deemed to include any banker or legal adviser of the company
and any person employed by the modaraba or modaraba company as auditor,
whether that person is or is not an officer of the company.

(8) If any person fails or neglects to give assistance in the manner required
by sub-rule (7). the Tribunal may, on the application of the Registrar, direct that
person to comply with the requirements of the said sub-rule, and where any such
application is made with respect to a liquidator, the Tribunal may, unless it
appears that the failure or neglect to comply was due to the liquidator not having
in his hands sufficient assets of the company to enable him so to do, direct that the
costs of the application shall be borne b y the liquidator personally.

30. Responsibility for fraudulent trading of person concerned. If in the
course of winding up or enquiry of a modaraha it appears that any business of the
modaraba has been carried on with intent to defraud creditors or Certificate-
holders of the modaraha or for any fraudulent purpose, the Tribunal on the
application of the Registrar or the liquidator or any creditor, may, if it thinks
proper so to do, declare that any persons who were knowingly parties to the
carrying on of the business in the manner aforesaid shall be personally
responsible, without any limitation of liability for all or any of the debts or other
liabilities of the modaraha as the Tribunal may direct.

31. Loan or contribution to associated undertakings. etc. No loan or
contribution shall be made b y the inodaraba to any of the associated undertakings
of the modaraba companies or political parties or other organisations of political
nature.

32. Advisory Committee. () The Federal Government ma y, for the purpose
of obtainin g advice and assistance in carrying out the purposes of the Ordinance
and the rules, constitute an Advisory Committee.

(2) The Committee shall consist of:

(a) a Chairman to be nominated by the Federal Government;

(h) the Registrar:

(c) a nominee of the Institute of Chartered Accountants of Pakistan;

(d). the President of the Federation of Pakistan, Chambers of Commerce
and Industry;

(c) the President of the Karachi or Lahore Stock Exchange, as the Federal
Government may specify;

(f) the Managing Director of Bankers Equity Limited or National
Investment (Unit) Trust or of the Investment Corporation of Pakistan,
as the Federal Government may specify-,and
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(g) not more than five other persons to be appointed by the Federal
Government.

(3) The persons referred to in clauses (c) and (I) or sub-rule (2) shall be
appointed on the basis of rotation.

(4) Unless the Federal Government otherwise directs, the Chairman and a
member of the Committee shall hold office for a period of three years and shall
he eligible for re-appointment.

THE FIRST SCHEDULE

FORM I

(Section 8)

Sec rule 3(2)(d)}

To

The Registrar

Modaraha Companies & Modarahas

Corporate Law Authority

Government of Pakistan

Islamahad.

Dear sir.

We .....................being a duly re gistered Modaraba Company, registered vide
Registration No. ................ dated .....................hereby apply for the grant of
permission to float a ................ modaraba to be called .................under section 8
of the Modaraha Companies and Modarahas (Floatation and Control) Ordinance,
1980 (XXXI of 1980), and submit herewith:

(1) 5 duly certified copies of the Registration Certificate as a Modaraba
Company, one copy thereof being certified by the Registrar.

(2) 5 copies of the prospectus duly signed by all directors.

(3) 5 copies each of the latest Audited Balance-Sheet and Profit and Loss
Account of Modaraba Company and existing Modarabas.

(4) Necessary information required in the annexure to this form.

(5) A	 receipt for	 Rs . .................... deposited	 in ...................on
........-. ..................on account of fee for authorisation to float Modaraba.

We confirm that there has been no change in our Memorandum and Articles
of Association or status except to the extent indicated below (specify) since last
submitted on ....................................together with Form 1.

We undertake:
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(i) to keep the information uptodate,

(ii) to take all steps necessary for floatation and carrying out of the functions
of the modaraba,

We solemnly affirm and declare that the information contained in the
prospectus and all other documents filed herewith is correct and that
nothing has been concealed.

Yours faithfully.

ANNEX. TO FORM No.!

(See section 8)

[Sec rule 3(d)[

1. Name, address and Telephone No. of applicant company.

2. No. and date of 'registration as a Modaraba Company.

3. Name and type of Modaraba, indicating exact purpose or objective and
duration.

4. Description of business operations to be undertaken, organisational set
up, plans and prospects of the proposed modaraba with feasibilit y or viability
reports. duly supported by evidence.

5. Detail showing how the business and operations shall be conducted
spelling out how the operations will not he opposed to the tenets of Islam and
mode ol distribution of profit.

	

6.6 	Amount of modaraha to he floated, division thereof and condition
attached thereto if there be any.

7. Form of modaraba certificate in Form No. XII.

8. Amount to be subscribed by modaraba company in the proposed
modaraba supported by evidence that the modaraba company has the ability to
meet the commitment.

9. Amount to be set aside for the rnodaraba management indicating the
manner in which it is to be kept.

10. Particulars of applications for floatation of modaraba submitted in the
past, if any, with decision thereon alongwith particulars of existing modaraba
under the management of the modaraba company or associated undertakings.

Verification and signatures

of all directors

Dated .................19
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FORM NO.rII

ISee rule 3(2)(d)J

CERTIFICATE

(See section 18)

Issued under section 10 of the Modaraba Companies and Modaraba
(Floatation and Control) Ordinance, 1980 (XXXI of 1980).

We, the undersigned members of the Religious Board constituted under the
provision of section 9 of the Modaraba Companies and Modaraba (Floatation and
Control) Ordinance, 1980 (XXXI of 1980) hereby certify that the business
proposed to he undertaken by the modaraba as per draft prospectus submitted to
us is not opposed to the Inj unctions of Islam.

Issued under our signatures and seal.

this .................. da y of ..............19

Signed.

Chairman.

Member.

Member.

FORM No. III

(See section 11)

[See rule 3(2)(e)]

Certified that having considered the application for permission to float
modaraha under section 8 of the Modaraba Companies and 	 Modaraba
(Floatation and Control) Ordinance, 1980 b y ......................and having
received the requisite certificate from the Religious Board and being satisfied that
it would be in the public interest so to do, 1, in exercise of the powers conferred
under section 11 of the Modaraba Companies and Modaraba (Floatation and
Control) Ordinance. 1980, do hereby grant authorisation to .............................to
float the modaraha subject to conditions stated herein below or that may be
prescribed or imposed from time to time.

Issued under my signatures and seal

this ......... day of .......19

Conditions:

1. The modaraba shall be floated within twelve months from the date of this
authorisation.

2. The modaraba shall not undertake any business other than those
specified in the prospectus.



1242	 MODAP.AtJA COMPANiES AND MODARABA RULES	 [Sch.I

3. The modaraba compan y shall not disinvest or create encumbrance in
favour of any person any part of thc investment in the modaraba.

4. The modaraba certificates shall he listed for trading in Stock Exchange.

5. Other conditions.

FORM No. IV

[See rule 3(2)g)}

CERTIFICATE OF MINIMUM SUBSCRIPTION

Certified:--

(i) ....................... has issued a prospectus in terms of rule 20 (6) of the
Modaraba Companies and Modaraba Rules, 1981.

(ii) the amount of modaraha offered for subscription is Rs......

(iii) the amount of Rs..................stated in the prospectus as the minimum
amount which should be raised b y the issue of modaraha certificates to
commence business has been raised, the amount actually raised as per
declaration filed under rule 3(2)(a) being Rs.............

Issued under my signature and seal

this .............day ol . ........... 19

Registrar of Modaraha

Companies and Modarabas

FORM No. V

See rule 3(2)g)]

Declaration before commencing business in case at a Modaraba issuing a
prospectus.

The Modaraba Companies and Modaraba (Registration and Floatation)
Ordinance, 1980.

[See section 13(2)]

Filing fee Rs. 3

Name of Modaraba Company........................................................................................

Name of Modaraba ..................................... .. ..................................................................

Declaration that the conditions of section 13(2) of the Ordinance have been
complied with.
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Presentedfor filing by.....................................................................................................

I. ............................................... . ............ .- 	 . . 5/0 .....................................................
of ....................................................................................................

(address)
being the Chief Executive of the....................................................................................

Modaraba Company do solemnly and sincerely declare:--
That the minimum amount stated in the prospectus to be amount which

must be raised in order to provide for the business operation and expenses is Rs.

That modaraba certificates subject to the payment of the whole amount
thereof in cash have been allotted to the amount of Rs . ....................... being not
less than the minimum amount referred to above.

That the modaraba compan y has subscribed for modaraba certificate of the
nominal value of and paid in cash Rs . .............. and that the certificates of that
value have been dul y allotted.

I declare that the foregoing statements are true to the best of my knowledge
and belief.
[No te:-- This declaration should be accompanied by bank certificates of the

amount deposited and kept under section 13(2)].

Signature

(Chief F.xccutive)
Dated ...................19

FORM No. VI

[See rule 3(5)]

ACKNOWLEDGMENT OF FILING

No. AR-I.	 Islamabad the	 19

In the office of the Registrar of Modaraba Companies and Modaraba.

inthe matter of.......................................................................................................

Certified that the undermentioned document(s) has/have this day been
filed/registered/recorded, pursuant to the provisions of the Modaraba Companies
and Modaraba (Floatation and Control) Ordinance, 1980.

Registrar of the Modaraba
Companies and Modarabas

or
Fee Rs.	 other auLhorised officer.
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FORM No. VU

(See rule 3(8)J

REGISTER OF MODARABA COMPANIES
1. Name of modaraba company.

2. Company's certificate of incorporation No. date and place of issue.

3. Modaraba company registration No. and date.

4. Classification and business.

5. Whether private/public limited compan y by share.
6. Address of the registered office.

7. Share capital (authorised, issued, subscribed and paid up) with division
thereof.

PARTICULARS OF DOCUMENTS FILED

S.No. of	 Description	 Date of	 Initials of Registrar	 Remarks as todocument	 of	 filing or	 or other authorised	 any action Fe-filed	 documents	 recording	 officer	 quircd or taken
1	 2	 3	 4	 5

Particulars of modarab

Name of modaraha

No. and (late of authorisation

FORM No.VlII

[See rule 3(8)1

REGISTER OF MODARABA

1. Name of modaraba.

2. Type of modaraba.

3. No. and date of authorisation certificate.

4. Classification and business.

5. Name and address of modaraba company.

6. Amount of modaraba certificates and division thereof.
7. Date of issue of prospectus.

8. No. and date of certificate of allotment of minimum subscription.
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S.No. of
document

Filed

1

Description
of

documents

2

Date of
Filing or

recording

3

Initials of Registrar
or other authorised

officer

4
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Remarks as to
any action
taken etc.

5

MODARAr3A COMPANIES AND MODARA.aa RULES

PARTICULARS OF DOCUMENTS FILED

FORM No. IX

[See rule 4(1)]

APPLICATION FOR REGISTRATION OF MODARABA COMPANY

Dated .........19

To

The Registrar of Modaraba Companies and Modarabas,

Corporate Law Authority,

Government of Pakistan, 	 -

Islamabad.

Dear Sir,

We hereby apply for registration under section 6 of the Modaraba
Companies and Modaraba (Floatation and Control) Ordinance, 1980 as a
modaraba company.

We are registered by the name of.........................................................................

as a public/private Company under the Companies Act, 1913/a body corporate
formed under ......................and owned or controlled by the Government of

A receipt of Rs. .................................................	 being the registration

feedeposited in ......................................... 	 on .... _ ........ - ..................................
is .....................enclosed.

Information and documents as required in the Annexure to this form duly
verified and signed by all directors aiongwith five spare copics ofdu -application
and an affidavit as to the correctness of the details b y the Chief Executive and two
directors are furnished herewith. We undertake to keep this information up to
date by communicating changes /modifi Cat ions therein within fourteen days of
such changes/mod1ications.
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We further under-take that no change in the Memorandum and Articles of
Association nor any change in the majority share-holders and directors shall be
made without prior written authorisation of the Registrar and that we shall
comply with all requirements of law and conditions of registration.

We being authorised by the directors solemnly declare and affirm that to the
best of our knowledge and belief the information contained in this application and
the documents accompanying it are true and correct and that the requirements of
the Modaraba Companies and Modaraba (Floatation and Control) Ordinance,
1980 and rules framed thereunder in respect of all matters precedent to the
registration of the said.......................as a modaraba company or incidental thereto
have been duly complied with.

Yours faithfully,

Verlicaiion by

Oath Commissioner.

ANNEX TO FORM No. IX

[See rule 4(1)]

I.	 Particulars of the Modaraba Company

1. Name of the company/body corporate.

2. Public/private/body corporate indicating how formed.

3 Date and place of registration

4 Address of registered office and other offices. Telephone Nos.,
Telegraphic addresses and Telex Number.

5. Authorised, Subscribed and Paid-up Capital.

6 Details of persons or group controlling the company mcludng of those
holding more than 10% shares with the numb:r and '-alue of shares held,

7 Names of any holding, subsidiary and associated undertakings.

8. Description and place of the business operations and undertaking
(information about objects stated in the Memorandum and Articles of Association
not required).

II. Particulars of Directors and Officers

1. Full names, any former names, Father's/Husband's name, nationality,
lull resjdeijia -and business .addresses and details of other directorships and
occupations of all directors and officers including Chief Executive and Chairman
of -the.Board,--irWicatiag their respective designation and name of firms in which
-an y oncisa partner.

2. Names of companies, firms or organisations of which the aforesaid
directors and officers have been directors, managers, officers, employees o
partners in the past.
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3 Financial standing professional qualifications and experience of personsmentioned in (1) above, Supported by documentary evidence.
4. Whether any

	

	
of fraud or

aforesaid person have ever been convicted
breach of trust or of an offence involvipig moral turpitude or remo	 fromservice, if so full particulars thereof.

5. Whether any
 person referred to in(1) above or any company or firm in

which he has been associated in the past has been adjudicated an insolvent or has
suspended payment or defaulted in making payments or has compounded with hisor thcr creditor or gone into liquidation. If so, full particulars thereof.

6.
Share-holding or other investment of each of the person referred to in (1)above in the company.

(Note. There should be furnished a separate declaration in respect f eachperson as referred to abovel.

Verified that the information given above and in the accompanying
documents are true and correct to the best of our knowledge and belief 

rind 'hatnothing has been concealed.

	

Dated__ . .. ..................... 	 19	
All Directors

Following certified dot uments should be appended:..

1. Memorandum and Articles of Association or other dcum.-nts under
which formed, one copy of which should be ce r tfied by 'hr Rcgistrar ofJoint Stock Companies,

2. Certificate of Incorpo- aton one copy of which should be certified by the
Registrar of Joint Stock Coi;t'anies.

3. Last three years audited baiance.Shcet and Profit 'nd Loss Accounttogether with related documents, certified by t he company's auditors.

FORM No. X

[See rule 4(4)]

Serial Number

OFFICE OF THE

REGISTRATION CERTIFICATE

(See sections 4 and 6)

Certified that having considered the application for registration undet
section 6 of the Ordinance made by.................................................................
and being satisfied that the said...................................................................................
is eligible for registatjon and further being satisfied that it would be in the public
interest so to do. I. in exercise of the powers, conferred under section 6 of the
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Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980
do hereby grant registration to.......................................................................................
subject to the fulfilment of the conditions stated hereinbelow or that may be

prescribed or impOM4 hereafter from time to time.
Issued under my signatures and seal.

this.......................day of..............................19

Conditions:

(1) The company shall make such investments as may be required in terms
of the prospectus for floatauon of a modaraba.

(ii) Subscription in compliance to section 17(3) of the Ordinance will be in
the nature of permanent investment of the modaraba company in the
modaraha free from encumbrances for all time which will not be
disinvesied during the life of the modaraba.

(iii) The Com pan y shaH undertake such business as is approved by the
Registrar in terms of the prospectus.

(ii') The promoters. sponsors or persons holding controlling interest shall not
transler any shares held by them without the prior permission in writing

of ih.. Registrar.

(r	 Other conditions.

FORM N o. X 

See rule 9(3)]

AUDITORS REPORT TO THE CERTIFICATE-HOLDER

We have audited the annexed Balance Sheet as at .............19 . and the
related Profit and Loss Account and * Statement of Changes in Financial

Position/Statement of Sources and Application of Funds together with the Notes
to the Accounts for the year ended ..............................of ................................
Modaraha which are modaraha compan's (name of the niodaraba company to be

indicated t representation and we state that we have obtained all the information
and explanation which we required and, alter due verification thereof, we report

that:

(a) In our opinion proper hooks of account have been kept by the modaraba

compan y in respect of ....................Modaraha as required by the
Modaraha Companies and Modaraha (Fioatation and Control)
Ordinance, l)SU. and Modaraba Companies and Modaraba Rules, 1981;

(h) in our opinion. the Balance Sheet and the Profit and Loss Account have
been drawn up in conIormtts with the Modaraha Companies and

t)rIit as apDrurriaie.



Sch.JJ	 MODARABA COMPANIES AND MODARABA RULES	 1249

Modaraba (Floatation and Control) Ordinance, 1980, and Modaraba
Companies and Modaraba Rules, 1981; and

(c) In our opinion and to the best of our inform
explanations given to us;	

ation and according to the

(1) The Balance Sheet and the related Profit and Loss Account and
*Statement of Changes in Financial Position/Statement of
Sources and Application of funds, which are in agreement with
the books of account, exhibit respectively a true and fair view of
the state of the Modaraba's affairs as at	 19and the * Profit/Loss and the changes in the *Financial Position/Sources

and Application of Funds for the year ended on that date;
(ii) Zakat dcductabfe at source under the Zakat and Ushr Ordinance, 1980,

has been deducted by the Modaraba and deposited in the Central Zakat
Fund established under section 7 of that Ordinance; and

(iii) the business conducted, investments made and expenditure incurrrcd by
the Modaraba are in accordance with the objects, terms and conditions
of the Modaraba.

Place	 19	 Chartered Accountants

FORM No. XII

(See rule 14)

Modaraba

Patient of holdings of the cerujicates by the certiJ7cate-1101dery as at_ 19

Number of	
TotalCertificate-

	
Certificate holders	 certificatesholders	

held
From	 ito	 50 Certificates
From	 51 to	 100
From	 101 to	 500
From	 501 to	 1000
From	 1001 to	 5000

From	 5001 to	 10000

From	 10001 to	 above

hUh	 r.:ii

Delete as appropriate.
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Categories of certificate-holders	 Number	 Certificates	 %

held

Individuals

Investment Coinanies

Insurance Companies

Joint Stock Companies

Financial Institutions

Modaraba Company

Others (to be specified)

2FTJIE SECOND SCHEDULE

fSec rule 3(18))

Si ALE OF FEES

1	 2	 3	 4	 5

For registration of s	 (i Ar	 the	 ,ime	 of
moda-ah. Compan y..,	 registration.. 	 15.000

(ii) Renewal annually in
The	 month	 of
Januar-v	 10.000

2	 Applicatii..n	 for	 (I) where the nominal Perpetual 'Morethan Upto five
authorrzaiioi: to float 	 amount does not	 5 Years	 years
modaraha:	 exceed	 Rs.	 2$

million..	 25,000	 20,000	 15,000
(ii) where the nominal

amount exceeds Rs.
2$ million but does
not exceed Re 5
million...	 50.000	 30.000	 20,000

2. Second Schedule Subs. b y S.R.O. 123(1)/192 dated 15.2.1992.
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( ii0whory the nominal
amount exceeds Rs.
5 million...	 50.000

5,000
for

every
addition..
a! Rs. 1
million

30,000	 20,000
plus'	 p/u.s
3,000	 2.000

for	 for
every	 every

addition,	 addition-
al Rs,1	 al RsJ
million	 million-Ps

, 200 for each document of fact.
Rs. 500

RL 1,000

3, For filing, recording or registering any document
or (act required to be filed Wfl, recorded by orregistered with Registrar,,

4. For application for enquiry...
5. For claim against modaraha company bymodaraba certifjcate-holders referred to the

Tribunal.
6. For ally Other application before the Tribunal

other than an application by Registrar, or before
the Registrar b) any parson...

7. For inspection of records...
8. For certified copy of any documcnr or extract at

the rate of

Rs. 1,000
Rs.50
Rs. 20 per page or part th'.reof
subject to a minimum of Rs. 50.1

THE THIRD SCHEDULE

[See rule 9(2)]
GENERAL PROVISIONS AS TO BALANCE SHEET AND PROFIT AND LOSS

ACCOUNT
1. Requirement as to Balance Sheet. The assets and liabilities shall be

classified under the headings appropriate to the modarabas business,
distinguishing as regards assets between fized assets, long-term pre-payments and
deferred costs, investments, loans and advances and current assets, and as regards
liabilities between capital and reserves, Participation Term Certificates (FTC),
long-term loans and deferred liabilities, and current liabilities and provisions.

2. FIxed assets. (A) Fixed assets shall be distinguished between tangible and
intangible and shall be classified under appropriate sub-heads, duly itemized such

(I) tangible:

(a) land (distinguishing between free-hold and lease-hold);

(b) buildings (distinguishing between buildings onfree-hold lnnd and
those on lease-hold land);

(c) plant and machinery;

(d) furniture and fittings;

(e) vehicles;
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(f) capital work in progress: and

(g) others;

(II) intangible:

(a) goodwill;

(b) patents, copyright, trade marks and designs; and

(c) others.

(B) Under each sub-head, other than capital work in progress, the original
cost, and the additions thereto and deductions, therefrom since the date of the
previous balance-sheet shall be stated and the aggregate amount written off, or
provided or retained. upto the date of the balance sheet by way of provision for
depreciation or amortization or diminution in value shall be shown as deduction
therefrom.

(C) In case of revaluation:

(a) In the year of valuation the basis of revaluation and by whom revalued,
e.g. independent professionals or modaraba company management and
particulars of person or persons by whom revalued should be
additionally disclosed (in the later year. the basis of revaluation).

(hi In the account for the period subsequent to the period of valuation,
disclosure he restricted to total amount of revaluation, year of
revaluation and the revaluation element included in the book value.

3. Long-term prepayment and deferred costs. (A) Long-term prepaymcnts
and deferred cosi shall include prepavrnents for services or benefits to be
received alter twelve months from the date of the balance-sheet. Any material
items shall he stated separatel y together with the basis on which item is being
amortized or written off, and in respect of each item of deferred costs the reasons
for carrying forward shall be stated. Such deferred costs should he written off
during it 	 of five years or less.

(B) Preliminary expenses, discount allowed on the issue of certificates, if any,
and expenses incurred on the issue of certificates including any sums paid by way
of commission or brokerage on the issue of certificates, to the extent not written
off or adjusted, shall he treated as deferred costs and shown separately under each
head.

4. Investment, loans and advances. (A) There shall be shown under
separate sub-heads the aggregate amount respectively of the modaraba's:

(1) investment in and loans and advances to controlled firms and other
associated undertakings:

(ii) investments in other quoted companies and modarabas;

(iii) investment in other unquoted companies and modarabas other than
investment in subsidiar y companies.

(u) investments in immovable properties:
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(ii) investments in FTC; and

(vi) other investments, loans and advances.

(B) There shall be stated under sub-head 4(A) (1) the names of the
modarabas, controlled firms and other associated undertakings and the nature
and extent of the investment made and loans and advances given in each case,
showing separately, in the case of each associated undertaking, shares of different
classes and of different paid-up values, PTCs and in the case of each controlled
firm, the amount invested as capital and the amounts of loans and advances. In
the case of loans and advances, the nature of collateral security shall be stated.

(C) There shalt be stated under -sub-head 4 (A)(ii) the names of the
companies and modar.abas (in every case with the name of the modaraba
company), in whose shares or certificates, investments have been made and the
nature and extent of the investment made in each case, showing separately, shares
of different classes and of different paid up values.

(D) There shall be stated under sub-head 4 (A)(iii) the names of the
unquoted companies and rnodarabas (in every case with the name of the
modaraba company) in whose shares or certificates, investments have been made
and the nature and extent of the investment made in each case, showing
separately, shares of different classes and of different paid-up values. Value of
investment in shares of unquoted companies and modarabas calculated by
reference to net assets of the investce unquoted companies and modaraba on the
basis of the latest available audited accounts (the period of which to be indicated)
of such companies or modaraba and the names of their auditors to be disclosed.

(E) The mode of valuation of investment, e.g. cost of market value, shall be
stated separately and, if investments in quoted companies and modarabas are
valued otherwise than at market value, the aggregate amount of the market value
thereof shall be shown.

(F) Loans and advances due for payment after a period of twelve months
from the date of the balance-sheet shall be shown under this head.

(G) The following particulars shall be stated separately by way of a note in
respect of sub-head 4 (A)(vi):

(a) aggregate amount due by the officers and employees of the modaraba
and any of them severally or jointly with any other person; and

(b) aggregate amounts due by associated undertakings.

(H) Percentage of the equity held by the modaraba in an investee company
or modaraba where it exceeds 10% of the investec's total equity shall be disclosed
by way of a note,

5. Current assets. (A) Current assets shall be classified under sub-heads
appropriate to the modarabas business, including, where applicable the following

(1) stores and spare parts;

(ii) loose tools;
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(iii) Stock-in trade, distinguishing where practicable, between:

(a) stock of raw materials and components;

(b) work in progress;

(c) stock of finished products; and

(d) other stock.
(iv) 

trade debts, which shall include amounts due in respect of goods sold or
services rendered or in respect of other contracted obligations but shall
not include the amounts which are in the nature of loans or advances.
Debts considered good and debts considered doubtful or bad shall be
separately stated. Debts considered good shall be distinguished between
those which are secured and those for which the company holds no
security other than the debtor's personal security,

(i') loans and advances due for repa yment within a period of twelve months
from the date of the balance-shee t showing separately the amounts due
fro'n subsidiaries, controlled firms and other associated undertakings
and also the amounts lent out to emplo yees of the modaraba. Loans and
advances considered good and loans and advances, considered doubtful
or had shall be separately stated:

(ti) trade deposits and short term prepaymen ts for which services or benefits
are to be received within twelve months from the date of the balance-
sheet and current account balances with statutory authorities;

(vii) bills receivable;

(011 ) balance on current account with the officers and employees of themodaraha, the maximum amount held by any of them at any time since
the date of incorporation or since the date of the previous balance-sheer,
whichever is the later, being stated by way of a note. Such maximum
amounts to be calculated by reference to months-end biance;

(ix) tax refunds due from Government, showing separately excise diuis,
customs duties, sales taxes, etc.; and

(x) cash and bank balances, distinguishing between:

(a) amount in hand;

(b) amount in transit; and

(c) balance with banks showing nature of bal4nce, e.8 current,
deposit, etc.

(B) In the case of sub-heads S (A)(i), (ii) and (iii), the respective basis of
valuation shall be stated. If the basis such as "cost", "net realizable value" of "cost
or net realizable value, whichever is lower" is given, there shall also be given, tothe extent practicable, a general indication of the method of determinin Ihe 'cost'or "net realizable value", e. "average cost", "first-i.n, first-put', or las

g 
t-in, first.out,,.
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(C) in respect of each oI the sub-heads 5 (A)(iv) and (v), the following
particulars shall be stated separately--

(a) aggregate amounts due by officers and employees of modaraba and any
of them severally or jointly with any other person;

(b) aggregate amount due by associated undertakings;

(c) maximum amount of debts, under each of the preceding items (a) and
(b), at any time, since the date of floatation or since the date of the
previous balance-sheet, whichever is the later (by way of a note). Such
maximum amounts to be calculated by reference to month-end balance.

6. Assets in respect of which different methods or basis of valuation or of
provision for depreciation or diminution in value are used shall be regarded as
assets of different classes.

7. Capital and reserves. (A) Capital and reserves shall be classified under
the following sub-heads:

(/) reserves, distinguishing between capital reserves and revenue reserves.
Capital reserve. shall include certificate prLmium account, surplus on
revaluation of fixed asse,., profit prior to certificate floatation or on re-
issuc of forfeited ceriiicates or any reserve not available for distribution
by way of revenue profit (to be specified), while revenue reserves shall
includL general reserve, profit distribution equalisation reserve, other
reseve cieated out of profit (to be specified), and unappropriated
pro1i, i.e. ciedit balan.e of profit and loss account after appropriation
for the period o the date of baIaneeshet. Addition to and deductions
horn each item of reserves shall be shown in the balancc-shect under the
respective items unless they are disclosed in thi' profit and loss account
or a statement or a report annexed thereto Only revaluation element
included in the book value of the fixed assets at the balance-sheet date
be treated as capital reserves

(B) There shall be shown in the balance-sheet:

(i) authorised amount of certificates;

(ii) issued amount of certificates, statiflg the number and value;

(iii) called up value of certificate and the amount called up;

(iv) calls unpaid as a deduction from called up value of certificates,
distinguishing calls unpaid by;

(a) modaraba company, its directors and officers and employees;

(b) officers and employees of the rnodaraba; and

(c) others.

(v) paid-up certificates, distinguishing, between:

(a) certificates allotted for consideration paid in cash;
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(b) certificates allotted for consideration other than cash; and

(c) bonus certificates stating the number and value.
(vi) The number, description and amount of any certificate in the modaraba

which any person has an option to subscribe for together with the
following particulars of the option, that is to say--

(a) the period during which it is exercisable;

(b) the price to he paid for certificates subscribed for under it.
(C) Where circumstances permit, authorised, issued, subscribed, called up

and paid-up value of certificates may be shown as one item.

(D) The word 'fund' in relation to any 'reserve', shall be used only where
such a reserve is represented by specifically earmarked investments or other assets
realisable as and when required at not less than the amount of the reserve fund.

8. Participation Term Certificates PTC). (A) The rate of profit and termsof redemption or conversion, if an y, of the Participation term Certificates issued
shall be stated together with the earlier date on which they may he redeemed or
converted into certificates and it shall also be stated if an y sinking fundarrangement exists.

(B) There shall be stated, b y way of a note or otherwise particulars of an yredeemed PTC which the modaraha has power to re-issue.

(C) Where any of the modarabas PTC are held by a nominee of, or a trustee
for the modaraha the amount thereof, calculated on the same basis as the total
amount standing in the balance-sheet in respect of the PTC of that class, shall
unless and until the PTC so held and re-issued or cancelled, be shown as
deduction from the total by way of a note.

9. Long-term Profit and Loss sharing loans (PLS) and deferred liabilities.
(A) Long-term loans and deferred liabilities shall mean loans and liabilities which
become due for pa y

ment after twelve months from the date of the balanceshect.
Deferred liabilities shall include such other liabilities as are under recognised
accounting principles appropriately so classified, e.g. deferred liability for taxation
and customer's deposits. Every material item shall be stated separately.

Balance due to "workers participation fund" and "provident fund" payable
within twelve months from the date of balance-sheet should be classified as
current liability,

(B) Long-term (PUS) loans shall he classified as secured and unsecured and
under each class shall be shown separately:

(i) PLS loans from banking companies and other financial institutions;
(ii) PLS loans from subsidiary companies, controlled firms and other

associated undertakings;	 -

(iii) PLS loans from modaraba company, its directors (including Chief
Executive), officers and employees; and
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(iv) other PLS loans.
(C) Where any of the long-term loans or any other deferred liabilities are

secured otherwise than by the operation of law on any assets of the modaraba, the
fact that the liabilities are so secured shall be stated, together with a statement of
the assets upon which they are secured, and, where more than one class of
liabilities is so secured, their relative priorities with respect of payment of profit

and redemption.

10. Current liabilities. (A) Current liabilities shall mean liabilities due and

payable (other than liabilities the payment of which may, at the modaraba's
option, be postponed) within twelve months from the date of the balance-sheet,
together with such other liabilities as are under recognised accounting principles

appropriately so classified.
(B) Current liabilities and provisions shall, so far as they are appropriate to

the modaraba's business, be classified under the following sub-heads:--

(i) Short term PUS loans, distinguishing between secured and un-secured
and between PUS loans taken from--

(a) banking companies and other financial institutions;

(b) subsidiary companies controlled firms and other associated
undertakings;

(c) directors including Chief Executive, officers and employees of
modaraha and modaraha company.

(ii) instalmenl.s of long-term debt due;

(iii) others;

(it') deposits;

(v) credits;

(vi) accrued expenses;

(vii) hills payable:

(viii) advance payments and unexpired discounts for the portion for which

value is still to be given. e.g. in the case of newspapers, clubs and

steamship companies;

(iv) profit accrued on FTC;

(x) other liabilities if any (to be specified), e.g. unclaimed profit distribution

unpaid profit distribution;
cvi) provision for taxation showing separately excise duties, customs duties,

sale-tax, income-tax, etc.;

(xii) proposed profit distribution; and

(,viii) other provisionS, if any (to he specified).
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(C) Where any Short-term loans (PLs) or any other liabilities of themodaraba are secured otherwise than by the operation of law on any assets of them
odaraba, the fact that the liabilities are so secured shall be stated together with a

statement of the assets upon which they are secured, and where more than one
class of liabilities is so secured, their relative priorities with respect to payment of
profit and redemption.

11. No liability shall stand in the balance sheet at a value lem than theamount at which it is repayable (unless the quantum of repayment is at the optionOf the m
odaraba) at the date of the balance sheet or, if it is not then repayable, at

the amount at which it will first become so repayable thereafter, less, where
appropriate, a reasonable deduction for discount until that date.

12. The matter referred to in the following sub-paragraphs shall he stated by
way of note, or in a statement or report annexed, if not otherwise shown

(I) Particulars of an y charge on the assets of the modaraba to secure the
liabilities of any other persons, including, where practicable the amount
secured.

(ii) The general nature of any claim not acknowledged as debt and other
contingent liabilities not provded for and, where practicable the
aggregate amount or cstmar'd amount of those l iabilities if it ismaterial.

(iii) Where practicable the aggregate amount or e t imed amount, if it ismaterial, of contra f ts for capital expenditure, so far as not provided for

(h') If in the opinion of the directors of rnodaraba company any of the
current assets have not a value, on realisation in the ordinary course of
the modaraba's business, at least equal to the amount at which they are
stated, the fact that they are of that Opinion.

(v) 
The basis on which foreign currencies have been converted into rupees,
where the amount of the assets or liabilities affected is material.

(e:) The ba.is on which the amount, if any, set aside for Pakistan income-(a(
is computed

(vii) Except in the case of the first balncc-sheet, the corresponding amounts
at the end of the immediately preceding financial year for all items
shown in the balance sheet. This requirement shall, in the case of
modaraba preparing quarterly or half- yearly accounts, relate to the
balance sheet as on the last day of the period which ended on the
corresponding date of the immediately preceding year.

(viii)
Other sums for whc.b the modaraba is contingently liable. The aggregate
amour.t of any guarante'-s given by the modaj-aL'a on behalf of the
managers or other officers of ihe medaraba or any of them severally or
jointly with any other person shall be stated separately, and, where
practicable, the general nature and amount of each such contingentliabil , if material shall also be specified.
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(ix) Where determinable, the capacity of the industrial unit, actual
production and the reasons for shortfall, if any, except in a case where
the Registrar upon an application agree that such information need not
be disclosed in the public interest.

(x) The general nature of any credit facilities available -to The modaraba
under any contract, other than trade credit available in the ordinary
course of business, and not availed of at the date of the balance sheet.

13. Where there has been any change in the basis of accounting, e.g. change
in the mode of the stock-in-trade, change in the method of charging depreciation,
such changes, together with the effects thereof, if material shall be stated by way
of a note. The auditor will state in his report whether or not he concurs with the
change.

14. Where any item shown in the balance sheet or included in amounts
shown therein cannot be determined with substantial accuracy an estimated
amount described as such shall be included in respect of that item together with
the description of the item.

15. No provision with respect to the information to be given in the balance
sheet shall be deemed to require the amount of any item that is of no material
significance to be given separately.

16. Any information required to be given in respect of any of the items in the
balance sheet shall, if it cannot be included in the bUance sheet itself, be
furnished in a separate schedule or note or schedules or notes to be attached to
and to form part of the balance sheet.

17. The figures may be rounded off to the nearest thousand of rupees.

PART II

REQUIREMENT AS TO PROFIT AND LOSS ACCOUNT

1 The profit and loss account shall be so made out as to disclose clearly the
result of the working of thr modaraba during the period covered by the account
and shall show, arranged under the most convenient heads, the gross income and
the gross expenditure of the modaraba during the period, disclosing every
material feature and in particular the following:

(A) (1) the turnover, that is, the aggregate amount for which sales are
effected by the modaraba, and the gross income derived from rendering, giving or
st'pplying services or bcnefits, and showing as deduction therefrom-

(a) commission paid to seihog agents; and

(b) brokerage and discount on sales, other than the usual trade
discount;

(ii) income from investments, showing separately income from each
subsidiary company, from each controlled firm, from each associated undertaking
and from other investments;

(iii) income arising from PTC;
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(iv) profit on sale of investments; -

(v) profit on sale of fixed assets;

(vi) profit in respect of transactions of an exceptional or non-recurring
nature, not usually undertaken by the modaraba or not envisaged in the normal
nature of business; and

(vi) other income, showing separately every material item and the nature of
each such item;

(B) (i) the value of stock-in-trade, including raw materials and components,
work in progress and finished products as at the commencement and the value at
the end of the period;

(ii) purchase of raw materials and components and finished products;

(C) (i) stores and spare parts consumed;

(ii) fuel and power;

(iii) salaries and wages (including bonus, contribution to provident and other
funds), and expenses on staff welfare, distinguishing between manufacturing
salaries and wages. if an y, and other salaries and also showing by way of a note the
amount included in salaries and wages in respect of persons who are officers and
employees of the modaraba;

(ii') rent, municipal rates and provincial and local taxes (excluding the taxes
on income capital gains and wealth);

(i) insurance;

(vr) repairs and maintenance (being repairs to and maintenance of the
modaraba's fixed assets); and

(vii) patents, copyrights, trade marks, designs, royalties and technical
assistance.

(D) The aggregate amount of auditor's remuneration, whether fees expenses
or otherwise, for services rendered as auditors or in any other capacity, showing
separately the remuneration for services rendered as auditors and the
remuneration for services rendered in any other capacity and stating broadly the
nature of such other services.

(E) Other expenses, showing separately every item of an exceptional or non-
recurring nature and every material. item.

(F) The amount provided for depreciation, renewal or diminution in value of
fixed assets. The value of the assets by various groups, the additions or depletions
thereto the rate at whch depreciation is charged, shall be shown separately.
Where such provision is not made by means of a charge for depreciation, the
method adopted for making such provision shall be stated. lf.-no provision for
depreciation is made during the period the fact that no provision has been made
and the reasons for not making d shall he stated and the amount which should
have been provided and the quantum of arrears of depreciation, if any, shall be
disclosed.
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(G) (i) the amount of profit/loss on borrowing showing separately the
amount on longterm loans (PLS) and on short-term loans (PLS) and showing by
way of a note the amount of profit/loss on borrowing from the modaraba
company, its directors and others;

(ii) loss on sale of investments;

(iii) loss on sale of flixed assets;

(iv) debts written off as irrecoverable;

(v) provision for doubtful or bad debts;

(vi) provision for diminution in value of investments;

(vii) provision for taxation on income, capital gains and other lax or taxes;
showing separately the provision for liability in respect of the profit of
the period and the provision for liability deferred due to timing
difference including the difference between the rates of depreciation
allowed for purposes of taxation in income and those adopted by the
company for the charge to profit and loss account, and distinguishing,
where applicable, between the provision for Pakistan taxation and the
provision for taxation elsewhere. Where the provision for taxation in
respect of the profits of the period is reduced by the writing back of a
part or the whole of the provision for deferred liability made in previous
periods the amount written back shall be shown as deduction from the
gross charge for taxation; and

('iii) other provisions for meeting specific liabilities, contingencies or
commitments;

(H) (i) the amount of profit payable to the FTC holders;

(ii) the amount of profit payable to the modaraba company as their
remuneration;

(iii) the amount set aside or proposed to be set aside as reserves, showing
separately the respective amounts in respect of each item of reserves;
and

(iv) the amount of proposed profit distribution to certificate-holders.

2. There shall be stated by way of a note the respective amounts included in
items (G) (iv) and (v) of paragraph I of this Part for (a) debts due by the officer
and employees and others of the rnodaraha and any of them severally or jointly
with any other person, (b) debts due by associated undertakings.

3. The following shall be stated by way of a note:

(i) The aggregate amounts paid during the period to or in respect of or
provided during the period for payment to or in respect of officers and
the employees by the modaraba as fees remuneration allowances,
commission, perquisites or benefits or in any other form or manner and
for any services rendered., and shall give full particulars of such
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aggregate amounts, separately for officers and employees under
appropriate heads such as:

() fees;

(b) managerial remuneration;

(c) remuneration or commission based on net profit or turnover;

(d) reimbursable expenses;

(e) pensions; gratuities; mod,arabas contribution to provident
superannuation and other staff funds, compensation for loss of
office and in connection with retirement from office;

(1) buying commission;

(g) selling agency commission, showing separatel y the amount
provided for or paid to an associated undertaking or to an
associated person or to a director or officer of the modaraba
company or the modaraha or any of their partners;

(I,) other allowances, and commission, including commission for
guarantee. specifying the nature of the allowances and
commission and the respective amounts;

(1) other perquisites and benefits in cash or in kind stating their
nature and, where practicable, their approximate money values;

(jj the amount of commission to an associated person of the
modaraba company or. to an associated person of a partner or a
director or officer of the modaraha company as selling or buying
UL'cnts of other concerns in rcsf)cct of contracts entered into by
such Concerns with the modaraba;

() the calculation of the remuneration or commission based on net
profits or turnover payable to the officers and employees of
modaraba or any other person With relevant particulars; and

() the amounts, if material, by which any items shown therein
affected iv any change in the basis of accounting. Auditor must
state in his report as to whether he agrees with such change or
not;

(in) any material respects in which any items shown in the profit and
loss account are affected by transaction of a sort not usually
undertaken b y the modaraha or otherwise by circumstances of
an exceptional or non-recurrent nature;

(ii) in the case of a sale of an item of fixed assets otherwise than through a
re g ular auction showing particulars of the original cost, accumulated
depreciation charged thereon, the written down value, the sale price, the
mode of disposal (e.g., b y tender or negotiation); and the particulars of
the purchaser, indicating whether such purchaser was a director or
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officer or employee of the modaraba company or a certificate-holder
owning 20 per cent, of the certificates of the modaraba;

(iii) the aggregate amounts of the purchases from and sales of goods,
materials and services to the inodaraba company, an associated
undertaking of the modaraba company or to an associated person of a
director or officer of the modaraba company or of the modaraba or any
of their partners. The nature of transaction with the associated
undertaking should be clearly stated.

4. A modaraba need not show the amount set aside as provisions other than
those relating to depreciation, renewal or diminution in value of assets, if, on
application made by it, it has been allowed by the Registrar to do so on being
satisfied that the disclosure of such information would be prejudicial to the
amount of such provision as to indicate that it has been so allowed by the
Registrar.

5. The profit and loss account shall be so drawn up as to disclose separately
manufacturing trading and operational results. In the case of a manufacturing
concern, the cost of goods manufactured shall also be shown. Where the
modaraba has more than one knit of operation or line of business the working
results of each such unit or line of business should be separately given.

6. Except in the case of the first profit and loss accounts the corresponding
amounts for the immediately preceding financial year for all items shall he shown
in the profit and loss account. In the case of modaraha preparing quarterly or
half-yearly accounts, (sic) relate to the profit and loss account for the period
which ended on the corresponding date of the immediately preceding year.

7. The information required to be given in respect of any of the items in
profit and loss shall, if it cannot be included in the profit and loss account itself, be
furnished in a separate schedule or note or schedules or notes to be attached and
to form part of the profit and loss account.

8. The figures may be rounded off to the nearest thousand of rupees.

PART HI

INTERPRETATION OF SCHEDULE

1. For the purpose of this schedule unless the context otherwise requires--

(a) the expression 'associated undertakings means any two or more
undertakings interconnected with each other in the following manner,
namely:--

(I) if a person who is the owner or a partner, officer or director of
an undertaking or who directly or indirectly holds or controls
shares, carrying not less than twenty per cent of the voting power
in such undertaking, is also the owner or a partner, officer or
director of another undertaking or directly or indirectly holds or
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controls shares carrying not less than twenty per cent of the
voting power in that undertaking; or

(ii) if the undertakings are under common management or common
control or one is the subsidiary of another; and the shares of the
issuer shall be deemed to be owned, held or controlled by a
person if they are owned, held or controlled by that person or by
the spouse, brother or sister or any lineal, ascendant or
descendant of that person and the person who is the owner or a
partner, officer or director of, or directly or indirectly holds or
controls shares carrying not less than twent y per cent of the
voting power in an undertaking shall be deemed to be an
'associated person' of the person who is the owner or a partner,
officer or director of, or directl y or indirectly holds or controls
shares carrying not less than twenty per cent of the voting power
in, another undertaking which is an associated undertaking of
that undertaking:

Provided that the modaraha compan y and modaraba
under Its management shall be deemed to be an undertaking and
common directors shall by virtue of their nomination or common
shareholding or certificate holding by the financial institutions
owncd/or controlled by the Federal Government or Provincial
Government will not constitute 'associated undertaking' as
defined in the aforesaid sub-rule;

(b) the expression'debts', shall include loans and advances and other
receivables where it relates to amounts written off and provision for
doubtful and had debts;

(c) the expression "liabilit y" shall include all liabilities in respect of
expenditure contracted for and all disputed or contingent liabilities;

(d) the expression "manufacturing salaries and wages' shall mean those
direct and administrative salaries and wages which under recognized
accounting principles are so classified;

(e) t h, expression provision" shall, subject to paragraph 2 of this Part mean
any amount written off or retained by way of providing for depreciation,
renewals or diminution in value of assets, or retained b y was' of
providing for any known liabilit y of which the amount cannot be
determined with substantial accuracy;

U') the expression "reserve" shall not, subject to aforesaid include any
amount written off or retained b y way of providing for depreciation,
renewals or diminution in value of assets or retained by way of providing
for any known liability.

2. Any amount retained by way of providing for an y known liability, if in
excess of the amount which, in the opinion of the directors of the modaraba
company, is reasonabl y necessary for the purpose, the excess shall be treated for
the purpose of this schedule.
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3. A firm shall be deemed to be controlled by a company if the latter
controls the firm's management or is entitled to more than fifty per cent of its
profits or is liable to bear more than fifty per cent of its losses.

THE FOURTH SCHEDULE

[See rule 20(6)]

PROSPECTUS

Presented pursuant to section 8 of the Modaraba Companies and Modaraba
(Floatation and Control) Ordinance, 1980 (Ordinance No. XXXI of 1980).

Matters to be specified in prospectus and Reports to be set out therein.

PART I

MATTERS TO BE SPECIFIED

1. The name of Modaraba.

2. Principal place of business and branches, if any.

3. The name of the modaraba company and the address of its registered
office.

4. The names, occupations, other directorships and addresses of the
directors of the modaraba company.

5. Description of the business of modaraba company.

6. Type of Modaraba, i.e.

(a) Multipurpose rnodaraba or Specified purpose modaraba.

(b) Modaraba for a definite time or modaraba for an indefinite time.

7. Description of business to be undertaken by modaraba and it prospects.
S. (a) Amount of the modaraba:

(b) Divided into..................................Modaraba Certificatcs of Rs..............
each to be issued at Rs . .................... each.

(c) Details of calls to be made, if applicable.

9. Mode of distribution of profits.

10. The amount to be subscribed by the modaraba company, its directors and
officers in their own name.

11. Name and address of the underwriters, if any, giving salient features of
the agreement and the opinion of the Board of Directors of the Modaraba
company that the resources of the underwriters are sufficient to discharge their
obligations.

12. The form of Modaraba Certificate.
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13. The names and addresses of the auditors of the modaraba and that of
rnodaraba company.

14. Particulars as to--

(a) the minimum amount which, in the opinion of the directors of the
modziraba company must be raised by the issue of modaraba certificates
in order to provide the sums, or, if any part thereof is to be defrayed in
any other manner, the balance or the sums, required to be provided in
respect of each of the following matters:

(i) the purchase price of any property purchased or to be purchased
which is to be defra yed in whole or in part out of the proceeds of
the issue:

(ii) any preliminary expenses payable by the modaraba and any
commission so pa yable to an y person in consideration of his
agreeing to subscribe for or of his procuring or agreeing to
procure subscriptions for, an y certificate in the modaraba:

(iii) the repa yment of any mone ys borrowed by the modaraba
corn panv in respect of an y of the foregoing matters;

(it) working c;apiial: and

(b) the amounts to he provided in respect of the matters aforesaid otherwise
than out of the proceeds of the issue and the sources out of which those
amounts are to he provided.

l. The date and time of the opening and closing of the subscription lists.

16. The amount pa yable on application and allotment on each certificate and,
in th case of a second or subsequent oiler of certificates, the amount offered for
subscription on each previous allotment made within the two preceding years the
amount actuall y allotted, and the amount, if any, paid on the certificates so
allotted.

17. The number, description and amount of an y certificate in the modaraba
which any person has, or is entitled to he given, an option to subscribe for

wtogether ith the following particulars of the option, that is to pa y--

(a) the period during which it is exercisable;

(h) the price to he paid for certificates subscribed for under it:

(c) the consideration (if any) given or to be given for it or for the right to it;

(d) the names and addresses of the persons to whom it or the right to it was
given.

18. The number and amount of certificate which within the two preceding
years have been issued, or agreed to be issued, as fully or partl y paid up otherwise
than in cash, and in the latter case the extent to which they are so paid up, and in
either case the consideration for which those certificates have been issued or are
proposed or intended to be issued.
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19. (1) As respects any property to which this paragraph applies—

(a) the names and addresses of the vendors;

(b) the amount payable in cash or certificates to the vendor and, where
there is more than one separate vendor, or the modaraba is a sub-
purchase, the amount so payable to each vendor,

(c) short particulars of any transaction relating to the property completed
within the two preceding years in which any vendor of the property to
the modaraba or any person who is, or was at the time of the
transaction, a promoter or a director or proposed director of the
modaraba company had any interest direct or indirect.

(2) The property to which this paragraph applies is property purchased by
the modaraba or proposed so to be purchased or acquired, which is to be paid for
wholly or partly out of the proceeds of the issue offered for subscription by the
prospectus or the purchase or acquisition of which has not been completed at the
date of the issue of the prospectus, other than property—

(a) the contract for the purchase or acquisition whereof was entered into in
the ordinary course of the modaraba business, the contract not being
made in contemplation of the issue nor the issue in consequence of the
contract; or

(b) as respects which the amount of the purchase money is not material.

20. The amount, if, paid or payable as purchase money in cash or certificates
for any property to which the last foregoing paragraph applies, specifying the
amount if any, payable for goodwill.

21. The amount, if any, paid within the two preceding years, or payable as
commission for subscribing or agreeing to subscribe, or procuring or agreeing to
procure subscriptions, for any certificates of the modaraba and the rate of any
such commission.

22. The amount or estimated amount or preliminary expenses and the
persons by whom any of those expenses have been paid or are payable, and the
amount or estimated amount of the expenses of the issue and the persons by
whom any of those expenses have been paid or are payable.

23. Any amount or benefit paid or given within the two preceding years or
intended to be paid or given to the modaraha company and consideration for the
payment or the giving of the benefit.

24. The dates of, parties to and general nature of every material contract, not
being a contract entered into in the ordinary course of the business carried on or
intended to be carried on by the modaraba or a contract entered into more than
two years before the date of the prospectus.

25. Full particulars of the nature and extent of the interest, if any, of
modaraba company and its directors and officers in the promoting or in the
property proposed to be acquired by, the modaraba, or, where the interests of
such a director or officer of the modaraha company consists in being partner in a
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firm, the nature and extent of the interest of the firm, with a statement of all sums
paid or agreed to be paid to him or to the firm in cash or certificates or otherwise
by any person either for services rendered by him or by the In-rn in connection
with the promotion or formation of the rnodaraba.

26. In the case of a modaraha which has been carrvng on business, or of a
business which has been carried on for less than three years, the length of time
during which the business of the modaraba or the business to be acquired, as the
case may be, has been carried on.

PART 11

REPORT TO BE SET OUT
27. (1 YI A report by the auditors of the rnodaraba with respect to:-.
(a) profits and losses and assets and liabilities, in accordance with sub-

pararaph (2) or (3) of this paragraph, as the case requires; and
(b) the rates of the distribution of profit including bonus certificates, if anypaid by the modaraba in respect of each of the five financial years

immediately preceding the issue of the prospectus, giving particulars of
distribution of profits, and if no accounts have been made up in respect
of any part of the period of five years coding on a date three months
before the issue of the prospectus, containing a Statement of that fact.

(2) If the mnodaraha has no subsidiaries, the report shall--
(a) so far as re gards profits and losses, dea]with the profits or losses of the

modaraha in respect of each of the five financial years immediately
preceding the issue of the prospectus: and

(h) so far as regards assets and liabilities, deal with the assets and liabilities
of the modaraha at the last date to which the accounts of the rnodaraba
were made up.

(3) If the modaraba has subsidiaries, the report shall--

(a) so far as regards profits and losses, deal separately with the modaraba's
profits or losses as provided by the last foregoing
addition, deal either-- sub-paragraph, and in

(i) as a whole with the combined profits or losses of each subsidiary.
so far as the concern certificate holders of modaraba; or

(ii) individually with the profits or losses of each subsidiar y, so far as
they concern certificate-holders of the modaraha or. instead of
dealing separatel y with the rnodaraba's profits or losses, deal as a
whole with the profits or losses of the modaraba and, so far as
they concern certificate-holders of the modaraba with the
combined profits:
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(b) so far as regards asset and. liabilities, deal separately with the
modaraba's assets .and liabilities as provided by the last foregoing sub-
paragraph and, in addition, deal cit.hcr-

(i) as a whole with the combined assets and liabilities of its
subsidiaries, with or without the modaraba's assets and liabilities;
or

(ii) individually with the assets and liabilities of each subsidiary, and
shall indicate as respects of the assets and liabilities of the
subsidiaries the allowance to be made for persons other than
certificate-holders of the modaraba.

28. If the proceeds, or an y part of the proceeds, of the issue of the certificates
are or is to he applied direclv or indirectly in the purchase of any business, a
report made by auditors (who shall be named in the prospectus) upon—

(a) the profits or losses of the business in respect of each of the five financial
Years immediately preceding the issue of the prospectus; and

(b) the assets and liabilities of the business at the last date to which the
accounts of the business were made up.

29. (1) 11--

(a) the proceeds, or any part of the proceeds, of the issue of the certificates
are or is to be applied directly or indirectly in any manner resulting in
the acquisition by the modaraba of shares or modaraba certificates in
any other body corporate;

(b) by reason of that acquisition or anything to be done in consequence
thereof or in connection therewith that body corporate will become a
subsidiary of the modaraba:

a report made by auditors (who shall be named in the prospectus) upon--

(1) the profits or losses of the other body corporate in respect of each of the
five financial years immediatel y preceding the issue of the prospectus;
and

(ii) the assets and liabilities of the other bod y corporate at the last date of
which the accounts of the body corporate were made up.

(2) The said report shall indicate how the profits or losses of the other body
corporate dealt with by the report would, in respect of the shares or certificates to
be acquired, have concerned certificate-holders and what allowance would have
fallen to be made in relation to assets and liabilities so dealt with, for holders of
other shares, or certificates if the modaraba at all material Limes held the shares
or certificates to be acquired.
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PART III

PROVISIONS APPLYING TO PARTS I AND II OF SCHEDULE

30. Paragraphs 22 (so far as it relates to preliminary expenses) and 15 of this
Schedule shall not apply in the case of a prospectus issued more than two years
after the date at which the modaraba was floated.

31. Every person shall for the purposes of this Schedule, be deemed to be a
vendor who has entered into any contract, absolute or conditional, for the sale or
purchase, or for any option of purchase, of any property to be acquired by the
modaraba in any case where--

(a) the purchase money is not fully paid at the issue of the prospectus;

(B) the purchase money is to be paid or satisfied wholly or in part out of the
proceeds of the issue offered for subscription by the prospectus;

(c) the contract depends for its validity or fulfilment on the result of that
issue.

32. Where an y property to he acquired b y the modaraba is to he taken on
lease, this Schedule shall have effect as if the expression 'vendor included the
lessor, and the expression 'purchase mone y included the consideration for the
lease and the expression 'sub-purchaser' included a sub-lessee.

33. Reference in paragraph 17 of this Schedule to subscribing for certificates
shall include acquiring them from a person to whom they have been allotted or
agreed to he allotted with a view to his offering them for sale.

34. For the purposes of paragraph 19 of the Schedule where the vendors or
any of them arc a firm, the members of the firm shall not he treated as separate
vendors

35. If in the case of a modaraba which has been carr-ving on business, or of a
business which has been carried on for less than five years, the accounts of the
modaraha or business have onl y been made up in respect of four years, three
years. two years or one year. Part IJ of this Schedule shall have effect as if
reference to four years, three years, two years or one year as the case may be.
were substituted for references to five years.

36. The expression "financial year in Part II of this Schedule means the year
in respect of which the accounts of the modaraba or of the business as the case
may be, are made up and where b y reason of alteration of the date on which the
financial year of the modaraba or business terminates the accounts of the
modaraba or business have been made up for a period greater or less than a year
that greater or less period shall for the purpose of that part of this Schedule be
deemed to be a financial year.

37. Any report required by Part II of this Schedule shall either indicate by
way of note any adjustments as respects the figures of any profits or losses or
assets and liabilities dealt with by the report which appear to the persons making
the report necessary or shall make those adjustments and indicate that
adjustments have been made.
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38. Any report by auditors required by Part 11 of this Schedule shall be made
by auditors qualified under the Ordinance and Rules for appointment as auditors
of a modaraba and shall not be made by any auditor who is an officer or
employee, or a partner of or in the employment of an officer or employee, of the
modaraba or modaraba company.



ECONOMIC REFORMS ORDER, 1972

PRESIDENTS ORDERS I OF 1972

[Gazette of Pakistan, Extraordinary, 3rd January, 19 721

No. F.24(I)/72-Pb. The following Order made by the
President on the 1st January, 1972, is hereby published for general
information:--

Whereas the benefits of economic development and
industrialization have remained confined to the privileged few to
the detriment of the common man:

And whereas Islam enjoins equitable distribution of wealth
and economic power and abhors their concentration in a few
hands;

And whereas it is the dut y of Government to ensure that the
wealth and economic resources of the country are exploited to the
maximum advantage of the common man;

And whereas those who control the means of production are
accountable to the people through their chosen representatives;

And whereas it is necessary to safeguard the interests of the
small investor:

And whereas it is necessary for that purpose to provide for
redeeming the promises made to the people in that behalf from
time to time since the creation of Pakistan:

Now, therefore, in pursuance of the Proclamation of the 25th
day of March, 1969, read with the Proclamation of the 20th day of
December, 1971, and the Provisional Constitution Order, and in
exercise of all powers enabling him in that behalf, the President
and Chief Martial Law Administrator is pleased to make the
following Order:

1. Short title, extent and commencement. (1) This Order may be
called the Economic Reforms Order, 1972.

(2) It extends to the whole of Pakistan.

(3) It shall come into force at once.

2. Def1nitjon. In this Order, unless there is anything repugnant
to the subject or context,--
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(a) "establishment" means '[company, firm, concern,
institution or enterprise the whole or any part of the
undertaking of which pertains] to any of the categories set
out in the '[First Schedule] and includes any related office,
shop, factory, godown, yard stocks and stores wherever
they may be:

(aa) '["managed establishment" means an establishment in
respect of which a Managing Director has been
appointed;]

(b) "Managing Director' in relation to an establishment means
a Managing Director appointed under Article 4 in respect
of such establishment: and

(bb) '["Share-holder" means a share-holder in the share capital
of an establishment, and includes a stock-holder;

(bbb) 'person' includes an individual, a Hindu undivided family,
a partnership firm, an association of persons or a body of
individuals, the Government of a Province and a local
authority;]

(c) words and expression used but not defined in this Order
shall have the same meaning as in the Companies Act,
1913 (VII of 1913).

3. Order to override oilier laws. This Order shall have effect
notwithstanding anything contained in the Provisional Constitution
Order or an' other law for the time being in force or in any
agreement, contract, memorandum or articles.

[(2) It is hereby declared that development under Federal
control of the industries pertaining to any of the categories set out
in the First Schedule is expedient in the public interest].

1. Constitutional jurisdiction. Although certain categories of contractual
obligations can be enforced in Constitutional jurisdiction, provided always that
responding party was subject to that jurisdiction, yet it had never been the practice
of superior Courts to interfere in contractual disputes, where controversy involved
minute details or when controverted and complicated facts, not easy of resolution,
were presented for adjudication. Therefore, constitutional jurisdiction, which

1. Subs, by Act. 64011973. S. 3.
2. Subs, by Act 64 of 1973. S. 3.
3. Added by Act. 64 011973. S. 3
4. Section 3 renumbered as sub-scction (I) and sub-section (2) added by Act 64 of 1973, S. 4.
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substantially is discretionary in nature cannot plausibly be invoked in controversial
and complicated matters.5

4. Power to appoint Managing Director. (1) The '[Federal
Government] may, if it considers necessary in the public interest so
to do, by order appoint a Managing Director in respect f an
establishment, 7[* *

(2) On the appointment of a Managing Director in respect of
an establishment, the administration of the affairs of that
establishment shall vest in him and any person or authority
exercising or having the right to exercise immediately before such
appointment, any power or function in relation to the [*
establishment shall cease to exercise or to have the right to
exercise such power or function. [and. on and from such date as
the Federal Government may by notification in the official

mGazette, specify, the establishent shall be known by such new
name as may be so specified].

(3) The Managing Director shall hold office during the
pleasure of the [Federal Government], and shall, in the discharge
of his functions, he subject to such orders and directions as the
'[Federal Government] may from time to time give in writing.

(4) Where a Managing Director is appointed in respect of an
establishment, the [Federal Government] may, by order, remove
from office the Board of Directors, the Managing Agent. any
Director or any other 10 [person] howsoever designated performing
or having the right to perform any function in relation to that
establishment:

Provided that the Managing Director may require any Director
or other officer in respect of whom an order is made under this
clause, to perform any function in relation to the establishment as
the Managing Director may direct on such terms and conditions as
may appear reasonable.

(5) The Managing Director appointed under clause (1) in
respect of an establishment shall exercise--

5. I990 d.c 3007.
6. Subs, by Act 64 of 1973. S. 2.
7. Omitted by Act 64 of 1973, S. 5.
8. Added by Act. 25 of 1973. S. 8.
9. Subs, by At. 64 of 1973, S. 2.

10. Subs. bvAct 64011973. S. 5.
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(a) if -such establishment is owned or controlled by a company,
all the powers and functions of the Board of Directors;

(b) if such establishment is owned or controlled by an
individual or a firm, all the powers and functions of that
individual or a firm; and

(c) if such establishment had a Managing Agent to manage its
affairs, all the powers and functions of the Board of
Directors.

I. Power to remove from service. Federal Government has reserved the
power to remove from office. Board of Directors, Managing Agent, an y Directoror any other person, howsoever designated, performing or having the right to
perform any (unction in relation 10 an establishment as defined in the Economic
Reforms Order, 1972."

Where Managing Director had not delegated powers to terminate services of
employee. Services terminated by Head of Department countersigning of order by
Managing Director did not legalise the termination. Employee was reinstated with
full emoluments.'2

5. No compensation for termination of of 	 No compensation
shall be payable for the termination of any office or of an
agreement under or by virtue of the operation of the provisions of
this Order:

Provided that this Article shall not be construed as preventing
the '[Federal Government] from authorising any payment to
reimburse a person for any expenses bona fide incurred by him in
connection with the management of the establishment before the
appointment of a Managing Director.

6. Employees to continue in service. Unless in any particular
case the Managing Director otherwise directs, all persons
employed in, by or for the purpose of the business of the
establishment by whomsoever appointed or engaged, shall
continue in their respective employments on the same
remuneration and other conditions of service as were applicable to
them immediately before the appointment of the Managing
Director of that establishment.

1. Terms and conditions of emplo yment. Normally the employees will
continue in their respective employments on the same terms and conditions as

11. 19')O CLC472=NLR 1992 Scr.4(DB).
12. NLR 1978 Lah. 334 (NI RC).
13 PtJ 1977 Tr.C. 3.
14. Suhs.	 Ao. (4 ot 1973.5. 2.
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before, unless the Managing Director in any particular case otherwise directs. In
other words the employees would be governed by the W.P. Industrial and
Commercial Employment (Standing Orders) Ordinance, 1968, unless the
Managing Director otherwise directs.

7. Prohibition to obstruct. No person shall, except under the
authority of the "[Federal Government], give any instructions to
the Managing Director, nor shall any person in any manner
obstruct him in the discharge of his functions.

5 [7-A. Power to prohibit dealings in shares, etc. (1) The Federal
Government may, by notification in the official Gazette, direct
that--

(a) no dealings or business relating to the shares of the
managed establishment specified in the notification shall
be transacted on any stock exchange; and

(b) no transfer of the shares of the managed establishment
specified in the notification shall he registered in the share
register of the establishment except to the extent and in
the manner so specified.

(2) A notification issued under paragraph (a) of clause (i) shall
remain in force for a period of ninety days unless it is earlier
rescinded or modified.

7-13. Power to acquire shares or business of an establishment. (1)
The Federal Government may, if it considers necessar y in the
public interest so to do, by an order,--

(a) In the case of an establishment which is a company or an
establishment owned by a company:

(i) acquire the entiTe shares held in the company by the
sponsors and directors of the previous management
thereof, the family members of such sponsors and
directors and the associated undertakings and managing
agents which were the associated undertakings and
managing agents of the company at the time at which a
Managing Director was appointed in respect thereof and
the whole or a portion of the shares from all or any of the
share-holders of such company and, as from the date of
such order, the shares so acquired shall vest in the Federal
Government; or

15. Section 7-A to 7-h. Subs. by Act 64of 073. S. 6.
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(ii) acquire the whole or a portion of the proprietary interests
of such company in such establishment and, as from the

• date of such order, the interests so acquired shall vest in
the Federal Government; and

(b) in the case of an establishment owned by a person acquire
the whole or aportion of the proprietary interests of such
person and, as from the date of such order, the interests so
acquired vest in the Federal Government:

Provided that no order shall be made under this Article for the
acquisition of the shares held in an establishment by a foreign
investor or an institution owned, managed or controlled by the
Federal Government:

Provided further that in the case of an establishment which is a
company or an establishment owned by a company, the Federal
Government may, by notification in the official Gazette, exempt
from acquisition sharehodings of any share-holder up to such
maximum amount as may be specified in the notification.

Explanation.--In this clause,--

(a) "associated undertakins' has the same meaning as in the
Monopolies and Restrictive Trade Practices (Control and
Prevention) Ordinance, 1970 (V of 1970);

(b) family members' in relation to a sponsor or director,
means the spouse, lineal ascendants and descendants and
brothers and sisters of the sponsor or director; and

(c) "previous management", in relation to a company, means a
person, body or managing agency in whom the
management of the company vested immediately before
the appointment of a Managing Director in respect of such
company or of the establishment owned by it.

(2) Where the Federal Government makes an order under
clause (1) in respect of the shares of any company, no dealings or
business relating to such shares shall be transacted on any stock
exchange for a period of ninety days from the daLe.f such order.

Synopsis

1. Compensation payable for	 2. Constitutional petition.
shares.

I. Compensation payable for shares. In case of acquisition of shares by
Government, compensation to be payable is to be determined - on basis of



1278	 ECONOMIC REFORMS ORDER	 [Art.7-B, N.1

principles set out in Second Schedule viz., (a) in case of shares not quoted on any
of the Stock Exchanges, at the break-up value; and (b) in the case of shares,
quoted on any of the Stock Exchanges, at the market value. 16

Break-up wiiue of compensation for shares, determination of Working out the
break-up value of shares at specified rate per share without hearing shareholders
of establishment was without lawful authority and of no legal effect. Authority was
directed to appoint a reputable firm of Chartered Accountants for working out
break-up value of shares on the basis of financial year ending on 30.6.1973, when
shares were acquired by Government. after hearing both the parties. Shareholders
would be entitled to payment of compensation in terms of para 3 of Second
Schedule of Order I of 1972 after necessary adjustments.1

2. Constitutional petition. Constitutional petition is not suitable for grant of
prayer involving calculation or assessment of amount. Such prayer could be more
appropriately the subject-matter of a suit. Where, however, no calculation or
assessment of amount was involved and the only question which required
determination was the basis on which a person was entitled to receive
compensation or any other amount in terms of relevant law. High Court, in
exercise of Constitutional jurisdiction, could direct that the petitioner be paid on
the basis provided under the relevant law without specif ying the amount which
was a matter of calculation. In this context it may he noted that for filing
constitutional petition date of acquisition of shares is not material. Date on which
petitioners were finall' told that they were entitled to receive compensation on
basis of break-up value of shares was material. Constitutional petition filed within
two weeks of such receipt of information did not suffer from ladies. Simpliciter
laches, however, was no ground for non-suiting a petitioner if equities were not
against him.1

7-C. Acquisition of shares. Where, under Article 7-B, the
Federal Government acquires the whole or a portion of the shares
of the shareholders of any company or of the proprietary interest
of a compan y or other person in an establishment, the Federal
Government shall, 19{* * ] pay such compensation as may be
determined by it on the basis of the principles set out in the Second
Schedule.

7-D. Re-organization of establishment. (1) Where, in respect of
any managed establishment which is a company or an
establishment owned by a company, the Federal Government
holds or has acquired the whole or a majority portion of the shares
in the company carry ing the controlling voting rights, or where the
Federal Government has acquired the whole or a controlling
portion of the proprietary interests it may at any time reorganize

10. PLD 19519 kar. 471 NLR 1990 C;. 50(013).
17. FLD 1989 Kar. 471 =,%LR 1990 Civ. 50 (DII).
18 Pt.D 1989 kaT, 471 NLR 1990 Civ. 50 (DII').
19. Words n,ncIv da ys orn,ted by Act, 26 of 1974.
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such establishment with a view to increasing its efficiency and
rationalising its operation.

(2) The re-organization may include provision for
amalgamation of a managed establishment with w.bcr such
establishment or within undertakings owned or managed by the
Federal Government or by a corporation set up under the
authority of the Government and, in the case of establishments
which are companies or establishments owned by companies, may
provide for the reconstruction of an y such company or companies,
or amalgamation of any such two or more companies and for all or
any of the matters contained in section 153 or section 153-B of the
Companies Act, 1913 (VII of 1913), or for alteration of share
capital or loan structure and alteration of existing, or adoption of
fresh, articles of association of such companies.

(3) The re-organisation shall he implemented and take effect
in such manner and at sucb time as the Federal Government may,
by notification in the official Gazette, specify.

Explanation. For the purposes to this Article'[Article 7-E andArticle F] the Federal Government shall be deemed to have a
majority portion of the shares in a company carryirg controlling
voting rights or the controlling proprietary interests in an
establishment if the aggregate face value of the shares or
proprietary interests in such establishment owned by the Federal
Government and by an institution owned or controlled by the
Federal Government exceeds 50% of the total voting rights in the
issued and paid-up share capital of the company or 50% of the
proprietary Interests of that establishment.
• 1. Change of man a gement---effect. Where Federal Government has nottaken over the assets jnd liabilities of the State managed companies, mere change
of management under the Economic Reforms legislation does not alter the
position. The new management continues to remain liable for the claim, if any,found by a competent authority.'

7-E. Vesting of management etc., acquired by Federal
Government in a corporation. (1) Where the Federal Government
acquires the whole or a majority portion of the shares or
proprietary interests of a company or other person under Article
7-13, the Federal Government may transfer the management of,
and such-shares or proprietary interests in such establishment to

20. Sub by Ord.. 44o1 1978. S. 52.
1. PLO 1973 Lah 92 (on).
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any corporation wholly owned or controlled by the Federal
Government or a corporation to be set up for the purpose.

(2) A corporation to which the management of, or shares or
proprietary interest in, an -establ

i
shment is or are transferred under

clause (1) shall, in the exercise of its powers and performance of its
functions, be subject to the general supervision and control of such
Board or other authority the Federal Government may set up for
the purpose]

2[7-F. Constitution of Board of Directors, etc. (1) Where the
Federal Government has acquired under Article 7-B the whole or
a majority portion of the shares of a managed establishment which
is a compan y and is of the opinion that, in the interest of the share-
holders of the managed establishment, it is necessary to do so. the
Federal Government may. by order in writing direct that a board
of directors consisting of a Managing Director and such number of
other directors as may be specified in the order be constituted in
such managed establishment.

(2) Where the Federal Government has made an order under
clause (1) in respect of a managed establishment, the board of
directors of such establishment shall be constituted within a period
of sixty days from the date of the order.

(3) Where the Federal Government has made an order under
clause (1) in respect of a managed establishment,--

(a) The Federal Government may nominate such number of
directors including the Managing Director, on the board of
directors of the managed establishment as bears to the
total number of directors, as nearl y as may he, the same
proportion as the aggregate face value of the shares owned
by the Federal Government and by an institution owned or
controlled by Federal Government, including the
Corporation to which the management of the managed
establishment. stands transferred under clause (1) of
Article 7-E, hereafter in this Article referred to as the
Corporation, bears to the total issued share capital of the
managed establishment; and

(b) the other directors shall from time to time be elected by
the members of the managed establishment, other than
the Federal Government an institution referred to in

2	 Subs. ' y ()rd.. 44 of 1978. S. 3.
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paragraph (a) and the Corporation, in general meeting in
accordance with the Companies (Managing Agency and
Election of Directors) Order, 1972 (P.O. No. 2 of 1972).

(4) The Managing Director nominated under clause (3) shall
be the chief executive of the managed establishment.

(5) The board of directors of a managed establishment
constituted under this Article shall enter upon office on such date
as the Federal Government may, by order in writing, appoint in
this behalf and, upon their entering upon office as aforesaid,-.

(a) the Managing Director appointed under clause (1) of
Article 4 in respect of the establishment shall cease to
hold office;

(b) the management of the establishment shall cease to vest in
the Corporation, and the management and administration
of the affairs of the establishment shall, subject to this
Article, stand transferred to the board of directors; and

(c) the Managing Director nominated under clause (3) shall
have such powers and functions as the board of directors
may, from time to time, confer upon or entrust to him.]

1. Tern,jnatjo,, of service of employees. Board of Directors of the
establishment alone is competent to order termination of service of an employee.
Order of termination not passed by or under the orders of the Board of Directors
but passed by Chairman of the establishment was not valid. Even if Chairman of
the establishment was deemed to be authorized to pass order of termination, still
he having not applied his independent mind or judgment, but having done so at
the intervention of the Minister concerned, same was invalid, and not
maintainable and being in violation of Art. 7-F, Economic Reforms Order, 1972,
was liable to be struck down.3

Constitutional petition against order. Where establishment in question was
owned, managed and controlled by Federal Government, officials of the
establishment were also appointed by the Federal Government and for
discharging their functions were subject to the orders and directions of the
Federal Government. Officials of the establishment concerned were performing
functions with the affairs of the Federation of Pakistan and as such were
amenable to the jurisdiction of High Court under Art. 199 of the Constitution.
Establishment in question, being a Corporation was included in the definition of
"Person in Art. 199 of the Constitution. Strict complianca with the prrnnsions of

3. I'Ll) 1994 Lab 417- PU 1994 Lal,. 349.
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law-and principles of natural justice being the legal obligation of officials of
establishment, same were liable to be judiciall y reviewed by the High Court in
exercise of its Constitutional jurisdiction.'

8 Bar of jun.sdicuon. (1) No Court, including the Supreme
Court and a High Court shall call in question, or permit to be
called in question, any provision of this Order or of any rule or
order made or anything done or any action taken or purporting to
be made, done or taken thereunder.

(2) No Court, including the Supreme Court and a High Court,
shall grant any injunction or make any order, nor any such Court
shall entertain any proceedings in relation to anything done or
intended or purporting to be done under this Order.

9. Indemnii-v. No Suit, prosecution or other legal proceedings
shall lie against the '[Federal Government] or the Managing
Director or an' other person for an y thing in good faith done under
this Order or an y rule or order made thereunder '[Or for any
inadvertent failure to compl y with any of the provisions of the
Companies Act. 1 ,913 (VII of 1913)].

1. Scope.  Le galit y of hrcak-ur value of compensation for shares acquired
under Art. 7-B is not open to challenge.

10. Delegation of poo'ers. The '[Federal Government] may, by
notification in the official Gazette. direct that an' of its powers
under this Order shall, subject to such conditions, if any, as may be
specified in the notification, he exercisable also by a Provincial
Government,

1. Savings. Nothing contained in this Order shall affect any
agreement entered into between '[Federal Government] and a
foreign investor or creditor or an y agreement between a foreign
investor or creditoi and an' citizen of Pakistan which has been
expressly approved by the [Federal Government].

12. Power to make rules. (1) {Federal Government] may, by
notification in the official Gazette, make such rules as appear to it
to be necessary or expedient for carrying out the purposes of this
Order.

4 PL[) 1994 Lan 417= PU 1994 Lah. 349. (See also: NLR 1992 Service 4=1990 CLC 479
(1313)

S. Suh. by Act. 64 of 1972. S.
6. Added by Act. 64 of 1973. S. 7
7. NLR 1990 Civ. SC' P1.1) 1989 KM 4"I (DO.
S. Subs, by Act. 64 of 1973. S. 2
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(2) In particular and without prejudice to the generality of the
foregoing power such rules may provide for, or may empower any
authority to make orders providing for, all or any of the following
matters, namely:--

(a) ensuring the safety of the properties of an establishment;

(b) ensuring the due performance of their duties by the
persons connected with an establishment;

(c) prohibiting anything likely to interfere with the proper
functioning of an establishment;

(d) the administration, management and disposal by way of
transfer or otherwise of any property belonging to or held
or managed by or on behalf of an establishment;

(e) prohibiting the departure from any area of any person
connected with the administration, control or functioning
of an establishment;

(j) the taking over or control of any business, trade, industry,
firm or company which is in the opinion of the '[Federal
Government] a subsidiary of an establishment;

g) the requisitioning of any property, movable or immovable,
belonging to an establishment;

(h) the requisitioning of any property, movable or immovable,
the requisition of which is, in the opinion of the '[Federal
Government], required for the proper functioning of the
Government;

(i) preventing the entry of any person into any place, yard,
factory, mill, shop or office used for the purpose of an
establishment or of any of its subsidiaries; 9*	 *	 *	 *

(j' ) the taking of any steps for collecting, controlling and
disposing of the assets, movable and immovable of any
establishment 10[; and]

'[(k) the procedure and manner of acquiring shares and
proprietary interests in establishment and payment of
compensation therefor and re-organization of managed
establishments; and

9. Omitted by Act. 64011973,S.8.
10. Subs, by Acts. 64 of 1973. S. 8.
11. Added by Act. 64 of 1973. S. 8.
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(1) in the case of an establishment which is a company, the
calling of meeting of the share-holders of the company and
the conduct of its affairs].

(3) The rules made under this Article may provide that the
contravention, of any of the provisions or the Order of the rules
shall be punishable with imprisonment for a term which may
extend to two years, or with fine which may extend to-ten iakhs of
rupees, or with both.

13. Removal of difficulties. If any difficulty arises in giving effect
to any provision of this Order, the "[Federal Government] may
make such order, not inconsistent with the provisions of this Order,
as may appear to it to be necessary for the purpose of removing the
difficulty:

Provided that no such power shall be exercised after the expiry
of one year from the commencement of this Order.

`[THE FIRST SCHEDULE]

1. iron and Steel Industries.

2. Basic Metal Industries,

3. Heavy Engineering Industries.

4. Heavy Electrical Industries,

5. Assembly and Manufacture of Motor Vehicles.

6. Tractor Plants, Assembl y and Manufacture
7. Heavy and Basic Chemicals.

8. Petro-chemical Industries.

9. Cement industry,

10. Public utilities, that is to say--

(a) Electricity.	 Generation,	 Transmission	 and
Distribution:

(b) Gas: and

(c) Oil Refineries.

12 Subs, by Act. 64 of 1973. S. 2.
13 Subs, by Act. 64 of 1973. S. 9.
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"[SECOND SCHEDULE

Principles and the manner for payment of compensation in
respect of the shares or proprietary interest of an establishment
acquired by the Federal Government.

1. Where the whole or a portion of the shares of such an
establishment is acquired by the Federal Government, the value of
the compensation for the shares so acquired shall be assessed--

(a) in the case of shares not quoted on any of the stock
exchanges, as the Break Up value; and

(b) in the case of shares quoted on any of the stock exchanges,
as the Break Up Value or the Market Value, whichever is
less.

2. Where the whole or a portion of the proprietary interests in
such an establishment is acquired by the Federal Government, the
value of the compensation for the interests so acquired shall be
assessed--

(a) in the case of an establishment which has been in
commercial production for less than 5 years, at the Net
Worth Value of the proprietary interests of such
establishment; and

(b) in the case of an establishment which has been in
commercial production for more than 5 years, at the Net
Worth Value or the Times Value of the proprietary
interests, whichever is less, of such an establishment.

3. The compensation payable in accordance with the
principles indicated above shall be paid b y the Federal
Government in cash or in the form of Government Industrial
Bonds redeemable at any time at the option of the Federal
Government carryin g a rate of interest one per cent, above the
bank rate as notifiecT by the State Bank of Pakistan from time to
time. The bonds shall not be transferable or be eligible for
hypothecation except in accordance with such rules as may be
made by the Federal Government in this behalf.

1. Party must be heard. In all proceedings by whomsoever whether judicial
or administrative, principles of natural justice have to be complied with if such
proceedings could result in consequences affecting person or property or where
other rights of parties were affected. Therefore while determining break-up value

14. Subs, by ACL. 64 011973. S. JO.
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of shares of establishment by G overnment, shareholders were not given
Opportunity to express their view and factum that shareholders had made
representations subsequent Co the working out of break-up value, did not fulfil
requirement of the principles of natural justice. The order was set aside.

4. Definitions. In this Schedule,--

(a) "Break Up Value" shall mean the value of the shares of a
company as determined b y the auditors of such company
on the basis of its latest audited Annual Balance Sheet, in
accordance with clause (c) of rule S of the Wealth Tax
Rules;

(b) "Market Value' shall mean the average value of the shares
of a company as quoted on the stock exchange nearest to
the Head Office of that company on closing on the six
working days prior to the date of acquisition of such shares
under the Order or, if, on the date of such order, dealings
or business relating to such shares is prohibited under the
Order, the six days prior to the date on which the dealings
or business is SC) prohibited

(c) "Net Worth Value" shall mean the value of the proprietary
interests of a company or other person in an
establishment, which is acquired under the Order, as
determined by the auditors appointed by the Federal
Government on the basis of the latest annual audited
Balance Sheet or, where no audited Balance Sheet is
available, on the basis of the latest annual Balance Sheet
of such establishment to be verified by the auditors
appointed by the Federal Government for the purpose.
The Net Worth Value shall be determined b y valuing the
Fixed Tangible Assets appearing in the Balance Sheet at
their written down values, and valuing the Current Assets,
e.g stocks, inventory, work in progress, advances and pre-
payments. cash and bank balances, at their cost or market
value, whichever is lower, From the sum total of the fixed
and the current assets so valued as aforesaid, all the
outstanding liabilities appearing in the Balance Sheet shall
be deducted, thereby arriving at the Net Worth Value of
the proprietary interests in such establishment;

(d) 'Time Value" shall mean the value of the proprietary
interests of a company or other person in an

15. I'LD 1989 Kar, 471 NLR 1990 Civ. 50 fOB).	 - -
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establishment, where such establishment has been in
commerc. nroductjori for a periods of Snot less than 5
years and shall be det	 fl!d by multiplying the average

net profits of the last 3 completed	 account of such

an establishment by the figure 7; and

(e) "Net Profits" shall mean the net profits as defined in
subsection (3) of section 87-C of the Companies Act., 1913
(Vii of 1913)J.



ECONOMIC REFORMS (ACQUTSITION AND
COMPENSATION) RULES, 1973

[Gazette of Pakistan, Ertraordinwy, Part II, 24th October, 19731

S.R.O. 1516(1)/73. In exercise of the powers conferred by Article 12 of the
Economic Reforms Order, 1972 (P.O. 1 of 1972), the Federal Government is
pleased to make the following rules, namely-

1. Short title and commencement. (1) These rules may be called the
Economic Reforms (Acquisition and Compensation) Rules, 1973.

(2) They shall come into force at once.

2. Definitions. In these rules, unless there is anything repugnant in the
subject or context,--

(a) Article' means Article of the Order;

(b) 'Board' means the Board of Industrial Management established under
the Development of Industries (Federal Control) Act, 1972 (XVI of
1972); and

(C) Order' means the Economic Reforms Order, 1972 (P.O. No. 1 of 1972).

3. Preparation of list of share-holders. (I) The Managing Director of an
establishment shall, after giving effect to changes, if any, permitted in pursuance
of a notification under Article 7-A prepare and submit to the Federal Government
a list of share-holders indicating the shares held by such share-holders and such
list shall form the basis for determining the extent of acquisition of shares.

(2) Where shares held b y a share-holder are registered under more than one
folio in the registers of a company, all such shares will be consolidated to
determined holdings ot a share-holder.

4. Order of acquisition. The order of acquisition of shares of an
establishment passed by the Federal Government shall be communicated to the
Managing Director who shall inform the share-holders, whose shares stand
acquired, either partl y or wholly, by registered post acknowledgment due at the
address given in the share register and he shall also furnish a copy of such order, if
the shares of such establishment are quoted on a stock exchange, to the
recognised stock exchanges.

5. Procedure on acquisition, (1) Where orders for acquisition of shares of
an establishment are passed by the Federal Government, the Managing Director
shall make arrangements to issue new share certificates, which will be different in
design and distinguishable from the existing share certificates of the
establishment, and to exchange the existing certificates with the new ones or with
the certificates of entitlement for compensation for acquired shares, as the case
may be.

(2) For the purpose of issuing new share certificates and certificates of
entitlement for compensation, the Managing Director shall issue a public notice
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giving a date, which shall not be less than Len days from the date of publication of
such notice, by which date the shares should be lodged with. the establishment.

(3) Where only a portion of shares of a share-holder 'whose shares have been
acquired has been lodged with the company under -sub-rule (2), the shares shall
stand acquired in the order in which they were lodged with the company till the
number of shares ordered to be acquired have been so acquired.

(4) Where the shares to be acquired are not lodged with the company, or
where the number of shares lodged is less than the number to be acquired, the
Managing Director shall, subject to such directions as the Federal Government
may give, determine as to which of the shares should be acquired.

(5) A list of shares acquired shall be furnished by the Managing Director to
the recognised stock exchanges.

(6) Where a share is liable to acquisition, no exemption from such
acquisition may be claimed on the ground that it is held or owned by another
person:

Provided that where a share is lodged with the company before the date fixed
under sub-rule (2) accompanied by a valid transfer deed, the Managing Director
shall endorse the certificate of entitlement for compensation in the name of
transferee and the compensation shall in such case be payable to such transferee.

(7) The certificates of entitlement for compensation and the new share
certificates shall be issued only in exchange for the existing share certificates, and
where such share certificates are reported to have been lost or destro yed, the new
certificates will be issued after fulfiling the same formalities as are required in the
case of issue of duplicate share certificate.

(8) The shares acquired under the Order shall be registered in the name of
the Federal Government and the Managing Director shall prepare share
certificates in respect of such shares and deliver them to such agency as the
Federal Government may direct,

(9) All share certificates issued before acquisition in respect of the acquired
shares shall cease to be valid deeds of ownership of shares and, except for
exchange for certificates of entitlement for compensation, shall not be traded or
hypothecated.

6. Register of acquired shares. The Managing Director shall maintain a
separate register of acquired shares and of the certificates of entitlement for
compensation, and shall furnish lists thereof to the FederahGovernment.

7. Payment of compensation. On presentation of the certificate of
entitlement for compensation through a recognised bank, the Federal
Government shall cause payment of compensation to be made either in cash or in
the form of bond or partly in cash and partly in the form of bonds, as it may
decide.

8. Transferability and eligibility of bonds for hypothecation. The bonds
issued on acquisition of shares shall be transferable and eligible for hypothecation.
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9. OfTences and penalties. Whoever in pursuance of the Order or any rule
of notification made or issued thereunder, makes a declaration or furnish
information which he knows or has reason to believe to be false or gives a false
certificate or fabricates documents or books of account to fraudulently get shares
transferred shall be punishable with imprisonment which may extend to two years,
or with fine which max extend to one lac rupees, or with both.



FOREIGN PRIVATE INVESTMENT (PROMOTION AND
PROTECTION) ACT, 1976

-	 ACT (LII OF 1976

An Act to provide for the promotion and protection of foreign private investment
in Pakistan

[Gazette of Pakistan, Extraordinary, Part I, 15th June, 1976]

The following Act of Parliament received the assent of the President on 4th
June, 1976 and is hereby published for general information:--

Whereas, it is expedient to provide for the promotion and protection of
foreign private investment in Pakistan and for matters ancillary thereto.

It is hereby enacted as follows:-

1. Short title, commencement and application. (1) This Act may be called
the Foreign Private Investment (Promotion) and Protection) Act. 1976.

(2) It shall come into force at once.

(3) It shall apply to all industrial undertakings in Pakistan having foreign
private investment established with the approval of the Federal Government after
the first day of September, 1954:

Provided that nothing in this Act shall be in derogation of any facilities or
protection specifically sanctioned b y the Federal Government to foreign private
investment in the case of a particular industrial undertaking or a class of industrial
undertaking or such facilities or protection as may be available to foreign private
investment under a bilateral investment treaty.

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

(a) "foreign capital' means investment made by a foreigner in an industrial
undertaking in Pakistan--

(1) in the form of foreign exchange, imported machinery and
equipment, or

(ii) in any other form which the Federal Government may approve
for the purpose;

() "foreign private investment" means investment in foreign capital by a
person who is not a citizen of Pakistan or by a company incorporated
outside Pakistan, but does not include investment by a foreign
Government or agency of foreign Government;

(c) "industrial undertaking" means an industry, undertaking or establishment
engaged in the production. distribution or processing of any goods, the
providing of services specified in this behalf by the Federal Government
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or the development and extraction of such mineral resources and
products as may be specified in this behalf by the Federal Government.

(2) Words and expressions used but not defined in this Act shall have the
same meanings as in the Companies Act, 1913 (VII of 1913).

3. Field for foreign private investment. The Federal Government may
consistent with the national interest, for the promotion of foreign private
investment, authorise such investment in any industrial undertaking—

(a) which does not exist in Pakistan and the establishment whereof in the
opinion of the Federal Government, is desirable; or

(1) which is not being carried on in Pakistan on a scale adequate to the
economic and social needs of the country or

(c) which will contribute to--

(i) the development of capital, technical and managerial resources
of Pakistan;

(ii) the discovery, mobilisation or better utilization of the national
resources;

(iii) increasing employment opportunities in Pakistan; or

(iv) the economic development of the country in any other manner.

4. Approval of foreign private investment. Where the Federal Government
sanctions an industrial undertaking having foreign private investment, it may do so
subject to such conditions as it may specify in this behalf.

5. Protection of agreements. (1) Where the Federal Government considers
it necessary in the public interest to take over the management of an industrial
undertaking having foreign private investment or to acquire the ownership of the
shares of citizens of Pakistan in the capital of such industrial undertaking, any
agreement approved by the Federal Government relating to such undertakings
entered into between a foreign investor or creditor and any person in Pakistan
shall not be affected by such taking over or acquisition.

(2) Foreign capital or foreign private investment in an industrial undertaking
shall not be acquired except under due process of law which provides for adequate
compensation therefor to be settled in the currency of the country of origin of the
capital or investment and specifics the principles on and the manner in which
compensation is to be determined and given.

6. Repatriation facilities. Subject to the provisions of the Foreign Exchange
Regulation Act, 1947 (VLT.offl947),--

(a) a foreign investor in 3an industrial undertaking established after the 1st
day of September, 1954 and approved by the Federal Government, may
at any time repatriate in the currency of the country from which the
investment originated-

(i) foreign private investment to the extent of original investment;
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(ii) profits earned on such investment; and

(iii) any additional amount resulting from the re-invested profits or
appreciation of capital investment; and

(b) a creditor of an industrial undertaking referred to in clause (a) may
repatriate foreign currency loans approved by the Federal Government
and interest thereon in accordance with the terms and conditions of the
said loan:

Provided that nothing in this section shall effect the terms of the permission
to make such investment granted to a foreign investor before the commencement
of this Act.

7. Remittances by foreign employees. Foreign nationals employed with the
approval of the Federal Government in any industrial undertaking having foreign
private investment may make remittances for the maintenance of their dependents
in accordance with the rules, regulations or orders issued by the Federal
Government or the State Bank of Pakistan.

8. Tax concession and avoidance of double taxation. (1) The Federal
Government may allow such concessions to industrial undertakings having foreign
private investment as may be admissible under any law for the time being in force.

(2) Foreign private investment shall not be subject to other or more
burdensome taxes on income than those applicable to investment made in similar
circumstances by citizens of Pakistan.

(3) Foreign private investment shall be allowed all the tax concessions as may
be admissible on the basis of any agreement for avoidance of double taxation
which the Government of Pakistan may have entered into with the Government of
the country of origin of such investment.

9. Equal treatment. Industrial undertakings having foreign private
investment shall he accorded the same treatment as is accorded to similar
industrial undertakings having no such investment in the application of laws, rules
and regulations relating to importation and exportation of goods.

10. Removal of difficulties. If any difficulty arises in giving effect to-any
provisions of this Act, the Federal Government may make such order, not
inconsistent with the provisions of this Act, as may appear to it to be necessary for
the purpose of removing the difficulty:

Provided that no such power shall be exercised after the expiry of one year
from the commencement of this Act.

i1. Power to make rules. The Federal Government may, by notification in
the official Gazette, make rules for carrying out . tha purposes of this Act'and such
rules may, among other matter, provide for the employment of Pakistani and
foreign nationals in industrial undertakings having foreign private investment,

12. Repeal. The Foreign Private Investment (Promotion and Protection)
Ordinance, 1976 (XIV of 1976), is hereby repealed.



ASSET MANAGEMENT COMPANIES RULES, 1995

(The Gazette of Pakistan Extraordinary, Part II, May 20, 1995)

S.R.O. 392 (1)195. In exercise of the powers conferred by Section 32 and 33
Of the Securities and Exchange Ordinance. 1969 (XVII of 1969). thc Federal
Government is pleased to wake to followin g rules to regulate the business of asSet
management companies, namel y : -

1. Short title and commencement, (I) These rules ma y he called the Asset
Mananenient Companies Rules, 1995.

2 i TI ic y shall come in to force at 01 icc.
2. Definitions, (1) In these rules, unless there is anythin g repu gnant in the

Sitbjcs or COLIECX t. --

(o "Authority means the Corporate Law Authority:
(b) "connected person', in relation to a company means.--

u ally person or companY beneficiall y owning, directl y or
indirectl y , ten per cent or more of the ordinary share capital of
that compan y or able to exercise, directly, or indirectl y , ten per
cent or more of the total votes in that company:

(it) any person or compan y controlIed ' bv a person who or which
meets one or both of the descriptions given in clause (I):

(iii) any member of the group of which that company forms part: or
(iv) any director or officer of that company or of ans' of its connected

persons specified in clauses (i). (ii) or (iii);

"constitutive documents" means the principal documents governing the
lonnatioll of the scheme, and includes the trust deed of a unit trust and all
material agreements:

d)' distribution function" means the functions with regard to--

in receiving application and money for units from persons:
(U) issuing receipts in respect of the applications received in

accordance with clause (i);
(iii) issuing contract notes to the applicants in accordance with the

terms of the scheme; and
(iv) receiving redemption notices, transfer instructions and conversion

notices from holders for immediate transmission to the
management compan y or the scheme;
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(e) 'Form" means a form set out in Schedule I;

(t) 'net assets', in relation to a scheme, means the excess of assets over
liabilities of the scheme, such excess being computed in the manner
specified hereunder: -

(i) A security listed on a stock exchange shall be valued at its last
sale price on such exchange on the date as of which it is valued,
or if such exchange is not open on such date, then at its last sale
price on the sale is reported for such date, the security shall be
valued at an amount not higher than the closing asked price nor
lower than the closing bid price;

(ii) an investment purchased and awaiting payment against delivery
shallbe included for valuation purposes as a security held, and the
cash account of the company shall be adjusted to reflect the
purchaseprice, including brokers commission and other expenses
incurred in the purchase thereof but not disbursed as of the
valuations date;

(iii) an investment sold but not delivered pending receipt of proceeds
shall be valued at the net sale price;

(iv) the value of any dividends, bonus, shares or rights which may
have been declared on securities in the portfolio but not received
by the company as of the close of business on the valuation date
shall be included as assets of the company, if the security upon
which such dividends, bonuses or rights were declared is included
in the assets and is valued ex-dividend, ex-bonus or ex-rights as
the case may be:

(v) a security not listed or quoted on a stock exchange shall be valued
at investment price or its break-up value as per last audited
accounts, whichever is lower;

(vi) interest accrued on any interest-bearing security in the portfolio
shall he included as an asset of the company if such accrued
interest is not otherwise included in the valuation of the security;

(vu) any other income accrued upto the date on which computation was
made shall also be included in the assets; and

(viii) all liabilities, expenses, taxes and other charges due or accrued
upro the date of computation which are chargeable under these
rules, other thaii the paid-up capital of the company, shall be
deducted from the value of the assets:

(g) offering' document' means documents containing information on a
scheme calculated to invite offers by the public purchase of the units in
that scheme;

(Ii) . 'Ordinance' means the Securities and Exchange Ordinance, 1969 (XVII
of 1969);
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(1) "Schedule" means a schedule to these rules;	 -

(/) "scheme" means a unittrust scheme constituted by way of a trust deed
which continuously offers for sale a security which entities the holder of
such security on demand to receive his proportionate share of the net
assets of the security;

(k) "trust" means a trust established by a deed under the provisions of the
Trusts Act, 1882 (11 of 1882);

(1) "trustee" means a company appointed as a trustee and includes a bank
licensed under the Banking Companies Ordinance, 1962 (LVII of 1962), a
trust company which is a subsidiary of such a bank and a banking
institution incorporated outside Pakistan acceptable to the Authority: and

(,n) "unlisted security " means a security not listed or quoted on a stock
exchange.

(2) Words and expressions used but not defined herein shall have the meanings
assigned to them in rite Ordinance.

3. No asset management company to commence business without
registration. No company shall commence business as an asset management
compan y unless it is registered with the Authority under these rules.

4. Eligibility for registration. A company proposing to commence business
as an asset management company shall be eligible for registration under these rules
if.--

(a) it is registered as a public limited compan y under the Companies
Ordinance. 1984 (XLVII of 1984):

(b) it has a paid up capital of not less than thirty million rupees:

(C) no director, officer or employee of such company has been convicted of
fraud or breach of trust;

(d) no director, officer or employee of such company has been adjudicated as
insolvent or has suspended payment or has compounded with his
creditors: and

(e) the promoters and directors of such company are, in the opinion of the
Authority, persons of means and integrity and have special knowledge and
experience of matter which the company may have to deal with as an asset
management company.

5. Registration, (1) A company eligible for registration may make an
application in Form 1 t the Authority for registration under these rules.

(2) The Authority may, after satisfy ing itself that the applicant is eligible for
registration and that it would be in the interest of the capital marked so to do, grant
a certificate of registration to such company in Form Ii.

6. Cancellation or registration. (1) Where the Authority is of opinion that
an asset management compan y has contravened any provision of the Ordinance, or
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has otherwise neglected or failed to comply with any requirement of these rules or
has failed or neglected to carry out its duties to the satisfajon of the trustee, and
the Authority or the trustee, as the case may be, considers that it would be in the
interest of the unit holders so to do, the Authority way, on its own motion or on the
report of the trustee, by order in writing, cancel the registration of the asset
management company:	

I
Provided that no such order shall be made except after giving the asset

management company an opportunity of being heard.
(2) If the registration of an asset management company is cancelled under sub-

rule (I), the Authority shall appoint another asset management company to manage
the scheme or schemes as the case may be.

7. Restrjctjon.. No asset management company shall,—
(a) merge with, acquire to take over any other asset management company or

a scheme, unless it has obtained the prior approval of the Authority in
writing to the scheme of such merger, acquisition or takeover;

(b) pledge any of the securities held or beneficially owned by a scheme except
for the benefit of the scheme;

(c) accept deposits from a scheme;

(d) make a loan or advance money to any person except in connection with
the normal business of the scheme;

(e) participate in a joint account with others in any transaction;
V) apply any part of its assets to real estate except property for its own use;
(g) make any investment with the purpose of having the effect of vesting the

management, or control, in the scheme; and

(h) employ as a broker, directly or indirectly, any of its director, officer or
employee or a member of a family of such person which shall include
spouse, parents, children, brothers and sisters.

S. Obligations of asset management company.
Company shall,— An asset management

(a) be obliged to manage the assets of the scheme in the interest of the unit
holders in good faith and to the best of its ability and without gaining any
undue advantage for itself or any of its related parties or its officers;

(b) account to the trustee for any loss in value of the assets of the scheme
where such loss has been caused by its negligence, reckless or wilful act
or omission

(c) be responsible for the acts and omissions of all persons to whom it may
delegate any of its fiitieg as manager as if they were its- own acts and
omission;
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(tf) maintain at its principal office, proper accounts and records to enable a
complete and accurate view to be formed of the assets and liabilities and
the income and expenditure of the scheme, all transactions for the account
of the scheme and amounts received by the scheme in respect of issues of
units and paid out by the scheme on rrdempdon of units and by way of
distributions,

(e) prepare and transmit the annual report, together -with a copy of the
balance sheet and income-and expenditure account and the auditor's report
of a scheme within four months of closing of the accounting period to the
unit holders, and the balance sheet and income and expenditure account
shall compl y with requirements set out in Schedule II:

U) within two months of the close of the first half of its year of account,
prepare and transmit to the unit holders and the Authority a profit and loss
account for, and balance sheet as at the end of that half year, whether
audited or otherwise;

maintain a register of unit holders of a scheme and inform the Authority
of the address where the register is kept:

It) appoint, at the establishment of a scheme and upon any vacancy, an
auditor who shall be a Chartered Accountant and independent of the
auditor of the management company and the trustees. Contents of the

auditor's report shall be in accordance with Schedule 11:

)/ furnish a copy of the annual report together with copies of the balance
sheet, income and expenditure account and the auditor's report of a
scheme to the Authority within four months of the close of the accounting
period together with a statement containing the following information,
namely:-

(i) total number of unit holders: and

(ii) particulars of the personnel (executive, research and other) of the
asset management company; and

(/) furnish a cop y of the company's annual report together with copies of the
balance sheet, income and expenditure account the auditors report
within four months of the close of the accounting period.

9. Remuneration payable to asset management company. An asset
management company shall be entitled to a remuneration.-

(a) during the first five years of the scheme, of an amount not exceeding three
per cent of the net assets of the scheme as at the end of its year of
accounts and thereafter of an amount equal to two per cent of such assets:
and

(Li) of an amount not exceeding one-half of the amount of which the dividend
distributed by the scheme exceeds twenty per cent.

10. Authorization of scheme. (1) No scheme shall be offered to the public
unless the same is authorised by the Authority.
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(2) An application for authorization of a scheme shall contain information as
specified in Form III and shall be accompanied by the following information and
documents, namely:-

(u) The schemes constitutive documents contents of which have been set out
in Schedule III;

(b) the management company's latest audited accounts, if applicable, and
resumes of its directors;

(C) the trustees latest audited accounts, if available;

(d) letter of consent to the appointment from the trustee;
(e) an undertaking from the management company that it will invest or

arrange the investment of two hundred fifty million rupees for a minimum
period of two years; and

(t) application fee of twenty thousand rupees in the form of bank draft
payable to the Authority.

11. De-authorization. (1) Following the authorization of a scheme, its
management shall give at least three months notice to unit holders if it is intended
not to maintain such authorization.

2) If the Authority considers that further Continuation of the authorization of
the scheme will not he in the interest of unit holders, it will give a three months-'
notice to the unit holders about the Authority's intention not to maintain such
authorization:

Provided that no notice shall be served without offering an opportunity of
hearing to the management Company.

3) In case of dc-authorization, the management company shall be required to
wind-up the scheme and refund the proceeds to the unit holders in such manjier and
within such time as may be specified.

12. Advertisement and invitations. (1) Advertisements and other invitations
to the public in Pakistan to invest in a scheme, including public announcements,
shall be submitted to the Authority for approval prior to their issue.

Iv-
(2) The offering documents shall contain the information set out in Schedule

(3) Any advertisement or invitation submitted for approval which concern the
trustee must be accompanied by its written consent.

(4) The approval so granted may be varied or withdrawn by the Authority
after giving an opportunity of hearing to the management company.

5) Approval, of an advertisement or invitation shall be valid for a period of
six months from the date of approval provided that there is no change in the
scheme.
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13. Investment policy and diversification. (1) Investment policy with respect
to a scheme shall be clearly and concisely stated in public offering document for the
sale of securities of such scheme.

(2) A scheme shall invest not less than fifty per cent of its assets in listed
securities or in securres for the listing of which an application has been approved
by a stock esehang.

(3) Investment of a scheme in any company shall not, at an y time, exceed an
amount equal to ten per cent of the total net asset value of the scheme at the time of
investment or ten per cent of the issued capital of the company.

(4) No scheme shall invest more than twenty-five per cciii of its net asset value
in securities of any one sector as per classification of stock exchanges.

14. Short sale not allowed. No scheme shall effect a short sale in a security
whether Listed or unlisted,

15. Limitations and prohibitions. (1) No scheme shall lend, assume,
guarantee, endorse or otherwise become directl y or contingently liable for or in
connection with any obligation or indebtedness of any person.

(2) The maximum borrowing of a scheme shall not exceed twenty-five per cern
of its total net asset value.

(3) The scheme shall not invest in any securit y of a compan y if anydirector or
officer of the management company owns more than five per cent of the total
nominal amount of the securities issued, or, collectively the directors and officers
of the management company owns more than ten per cent of those securities.

16. Appointment of trustees. Every investment scheme for which
authorization is requested shall appoint a trustee with the approval of the Authority.

17. Conditions applicable to trustees. A trustee shall he,--

(a) a scheduled bank licensed under the banking Companies Ordinance. 1962
(LVII of 1962), and have been in business for at least five years; or

a trust company which is a subsidiary of a scheduled bank; or

c) a foreign bank operating as a scheduled hank in Pakistan and operating as
trustee internationally; or

(d) a central depository company approved by the Authority.

18. Obligations of trustees. A trustee shall,--

(a) (i) take into its control all the property of the scheme and hold it in
trust for the unit holders in accordance with the law and the
provision of the constitutive documents: and the cash and
regsterab1e assets shall be registered in the name of, or to the
order of, the trustee;

(ii) be liable for any act or omission of any agent with whom any
investments are deposited as if they were the act or omission of
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any nominee in relation to any investment forming part of the
property of the scheme; and 	 -	 --

(iii) be liable for the acts and omissions of the lenders and its agents in
relation to assets forming part of the property of the scheme and,
where borrowing is undertaken for the account of the scheme,
such assets may be registered in the lender's name or in that of a
nominee appointed by the lender;

(b) ensure that-the sale issue, 'repurchase, redemption and cancellation of units
effected by a scheme are carried out in accordance with the provisions of
the constitutive documents;

(C) ensure that the methods adopted by the management compan y in
calculating the value of units are adequate to ensure that the sale, issue,
repurchase, redemption and cancellation prices are calculated in
accordance with the provisions of the constitutive documents:

(d) carry out the instructions of the asset management company in respect of
investments unless they are in conflict with the provisions of the offering

-	 or cousthutive documents:

(e) ensure that the investment and borrowing limitations set out in the
constitutive documents and the conditions under which the scheme was
authorised are complied with:

(75 issue a report to he included in the annual report to be sent to unit holders
whether, in the trustees' opinion the asset management company has in all
material respects managed the scheme in accordance with the provisions
of the constitutive documents, if the asset management company has not
done so, the respects in which it has not done so and the steps which the
trustee has taken in respect thereof, and

(g) ensure that unit certificates are not issued until subscription moneys have
been paid.

19. Retirement of trustee. A trustee may. subject to prior approval of the
Authority, retire from his officer on appointment of a new trustee and the
retirement shall take effect at the same time as the new trustee is appointed.

20. Trustee and the asset management company to be independent. (1) The
trustee shall not in any way be related to the asset management company.

(2) A director or employee of the trustee shall not be involved in the
management company.

21. Remuneration payable to the trustee. A trustee shall be entitled to such
fee or remuneration as may be allowed by the management company.

22. Pricing, issue and redemption of units. (1) If an initial offer is made, no
investment of subscription money shall be made until the conclusion of the first
issue of units at the initial price.
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2) Otter and redcniptioii prices shall be calculated on the basis of the
scheiiics net asset value divided by the number of units issued and such prices may
be adjusted by fees and charges, provided that the amount or method of calculating
such fees and charges is clearly disclosed in the offering documents -

(3) The value of investments not listed or quoted oil stock exchange shall be
determined oil regular basis by the management company with the approval of the
trustee.

(4) There must be at least four regular dealing days per week.
5) Any offer price which the management company or the distribution

coilipiuly quotes or publishes must be the maximum price payable on purchase and
any rcdeniption price must be the net price receivable on redemption.

6) The maximum interval between the receipt of a properly documented
request for redemption of units and the payment of the redemption money to the
holder shall not exceed six working days unless redemption has been suspended.

7) Where a scheme deals at a known price, and based oil
available, where the price exceeds or falls short or the current value of the
uiidervnig assets b y more than tivc per cent, the management company shall defer
dealin g and calculate a new price as soon as possible.

8) A permanent change in the method of dealing shall be made after one

	

110 nih	 11(01cc to Unit holders.

9) A temporary change may only be made, --

( a iii exceptional circunlstances, having regard to the interests of unit
holders

01 if the possibility of a chan ge and the circumstances in which it can he
made have reen full y disclosed  ill the offering documents: and

? with the approval of the trustee.

I 10) Suspension of dealings shall he provided for only in exceptional
circullistances, having regard to the interests of unit holders.

(11) The management company shall immediately notify the Authority if
dealing in units ceases or is suspended and the fact that dealing is suspended shall
also he published immediately following such decision in the newspaper in which
the schemes prices are normally published.

12) Where redemption requests on any one dealing day exceed ten per cent of
the total number of units in issue, redemption requests in excess often percent may
be deterred to the next dealing.day.

23. Transaction with connected persons. (1) No person shall be allowed to
enter oil of the scheme into underwriting or sub-underwriting contracts
without the prior consent of the trustee: unless the scheme or the management
company provides in writing that all commissions and fees payable to the
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management company under contracts and all investments acquired pursuant to such
contracts shall form part of the schemes assets.

(2) If cash forming part of the scheme's assets is deposited with the trustee,
which is not a subsidiary of a banking company, return shall be received on the
deposit at a rate not lower than the prevailing rate for a deposit of the size and term.

(3) All transactions carried out by or on behalf of the scheme shall be made as
provided in the constitutive documents, and shall be disclosed in the scheme's
aiutuai report.

(4) No single connected stock-broker shall account for thirty per cent or more
of the scheme's transactions in value in any one financial year of the scheme:

Provided that the Authority may, in each case on merits, permit the thirty per
cent to he exceeded if the connected broker offers advantages to the scheme not
available elsewhere.

SCHEDULE]

FORM I

See rule 	 (I)j

FORM OF APPLICATION FOR REGISTRATION OF AN ASSET
MANAGEMENT COMPANY

To

The Corporate Law Authority.

Government of Pakistan.

islamahad.

Dear Sir,

We hereby apply for the grant of registration of ...........................

(Name of asset management company).

Under rule 5 of the Asset Management Companies Rules. 1995.

Two copies of the memorandum and articles of association are enclosed.

Necessary information required in the annex to this form is furnished. We
undertake to keep this information up-to-date at all times.

Yours faithfully

Signature of a Director

of the applicant.
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ANNEX TO FORM I

1304

2.

1.

4.

.7

10.

Name address and
telephone nuniberis) of
applicant.

Names and addresses of
directors.

Whether any director has
been convicted of fraud
or breach of trust.

Whether any director has
been	 adjudicated	 as
insolvent or has
suspended payment or has
Compounded with his
creditors.

Names and addresses of
sewer
FUanagenIent/offj5

Whether any officer has
been convicted for fraud
or breach of trust.

Whether any officer has
been	 adjudicated	 as
L]1SO]ve1t	 or	 has
suspended payment or has
compounded with his
creditors.

Whether any director or
officer has any interest in
asset mana gement
Company.

What is the financial
standing of the directors.

Give a brief description
of	 the	 kind	 of
management services
proposed to be provided,
the organizational set up,
previous professional
experience of directors
and officers. etc.
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FORM II

[See rule 5 (2)1

CERTIFICATE OF REGISTRATION AS AN ASSET

MANAGEMENT COMPANY

GOVERNMENT OF PAKISTAN

CORPORATE LAW AUTHORITY

Islamabad, the	 19.

The Corporate Law Authority, having considered the application for
registration of the.............................................................

...and being satisfied that the said.....................................
is eligible for registration and that it would be in the interest of the capital

market so to do, in exercise of the powers conferred by sub-rule (2) of Rule 5 of the
Asset Management Companies Rules. 1995, hereby grams registration the.......

...subject to the conditions stated herein below:

(Signature of the Officer)

Name of the Company.

FORM iii

[See rule 10 (2)]

INFORMATION TO BE CONTAINED IN THE APPLICATION FOR

AUTHORIZATION OF A SCHEME

Details of the scheme:--

1. Name of the scheme.

2. Structure of the scheme.

3. Launch: date and place.

4. Dealing: daiyiweekly/other.

5. Valuation of assets: daily/weekly/other.

6. Pricing policy.

7. Investment plans to be offered.
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For each Schierrie: --

0. a Fee structure:

I) Level of all charges payable by lilVeSii)r: and

(ii) Level or basis of calculation of all charges payable by the scheme.

Derails of the parties to die scheme:--

The asset management company:

(at Name.

(b) Registered or business address.

(c) Name of the ultimate holdin g company, if any.

d) Previous approval of the Authority to manage authorized schemes.

If ito. die resumes of the directors and most recent audited financial report.

12. The trustee:

a) Name.

h i Reg istered or business address.

ci M anic O f the ultimate holdin g company,y if any.

(d) Previous approval of the authority as trustee of authorized schemes.

If to, tianies of (lie directors and most recent audited financial report.

j 3 For rite iru.iee and asset 1)iaiulee(rient company:

:a Which. if ,or	 i rice companies are coruiected persons!

h) Name airvoric ...ito holds appointments, as director or officcr, with
lulL titan we ot these enilpailies.

4. Distribution c(ultipailv;

a) Name.

(h) Re g istered or business address.

(c) Name of ultima te holding company.

15. The auditor:

at Name.

h) Registered or business address.

16. The principal broker:

a> Name.

(h) Registered or business address.
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(C) The approximate percentage of the schemes transactions in value of
securities earned out by the principal broker within the latest financial year of the
scheme.

(d) Whether the trustee. the directors of the scheme or the asset
niaita,'eiiien( company is a cotuiected person of the principal broker?

7. Legal Adviser:

(a) Name.

(h) Reeistered or business address.

SCHEDULE II

See rule 8(e)(11)J

CONTENTS OF FINANCIAL REPORTS

1. General. (I) Annual report must contain all the information required in
this Schedule. Interim reports must at least contain the statement of asset and
liabilities and the investment portfolio. Where the scheme has paid or proposes to
pay aii interim dividend, the amount of dividend should he disclosed.

2 All reports must contain comparative figures for the previous period except
for th investment portfolio.

(3) The items listed under the statement of assets and liabilities income
stateuuueni distribution statement, statement of movements in reserves and the notes
to the accounts, where applicable, must be disclosed. It is, however, not mandatory
to adopt the format as shown or to disclose the items in the same order.

2. Statement of assets and liabilities. The following must he separately
disclosed:--

(I) Total value of investments:

(2) bank balances:

(3) preliminary and floatation costs:

4) dividends and other receivables:

(5) amounts receivable on subscription:

(fi) batik loan and overdrafts or other forms of borrowings:

(7) amounts payable on redemption:

(8) distribution payable:

(9) total value of all assets:

(lO) total value of all liabilities:

(111 net asset value:
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(12) number of units issued; and

(13) net asset value per unit.

3. Income Statement. (1) Total investment income net of withholding tax,
broken down by category.

(2) Total other income broken down by category.

(3) Element of irome and capital gains in prices of units sold less those in
redemption.

(4) An itemized list of various costs which have been debited to the scheme
including--

fees paid to the management company;

remuneration of the trustee:

amortization of formation costs:

director's fee and remuneration:

safe custody and hank charges;

auditor's remuneration;

borrowing expenses;

other amounts paid to any connected person of the scheme:

legal and other professional fees: and

any other expense borne by the scheme.

(5) Taxes,

(6) Amounts transferred to and from reserves.

(7) Net income to be carried forward for distribution.

4. Distribution Statement. (1) Amount brought forward at the beginning of
the period.

(2) Net income for the period.

(3) Interim distribution per unit and date of distribution.

(4) Final distribution per unit and date of distribution.

(5) Undistributed income carried forward.

5. Statement of Movements in Reserves. (T) Value of the scheme as at the
beginning of the period.

(2) Number of units issued and the amount received upon such issuance.

(3) Number of units redeemed and the amount paid on redemptiorL
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(4) Any item resulting in an increase or decrease in value of the scheme
including:—

(1) Surplus or loss on sale of investment;

(ii) exchange gain or loss;

(iii) unrealized appreciation or diminution in value of investments; and

(iv) net income for the period less distribution.

(5) amounts transferred to and from the revenue account.

(6) value of the scheme as at the end of the period.

6. Note to the accounts. The following matters shall be set out in the notes
to the accounts.

(I) Principal accounting policies:

(a) The basis of valuation of the assets of the scheme including the basis of
valuation of unquote and unlisted securities;

(b) the revenue recognition policy regarding dividend income and
other income;

(c) foreign currency translation, if any;

(d) the basis of amortization of formation costs;

(e) taxation; and

(f) any other accounting policy adopted to deal with items which are
judged material or critical in determining the transactions and in stating the
disposition of tilt: sLhcrne.

Vote Any changes to the above accounting policies and their financial effects
upon the accounts should also be disclosed.

(2) Transactions with connected persons:

The following transactions should be disclosed:-.

(1) Details of all transactions entered into during the period between the
scheme and the management company, or any entity in which these parties or their
connected persons have a material interest; and

(2) name of any director of the. management company or any connected person
if such a person becomes entitled to profits from transactions in shares or from
management of the scheme and the amount of profits to which such person becomes
entitled.

(3) Borrowings:

(1) State whether the borrowings are secured or unsecured and the duration of
the borrowings.

(2) Contingent liabilities and commitments of the scheme.
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(3) If the free negotiability of any asset is restricted by statutory or contractual
requirements, this must be stated.

7. Contents of the auditors' report. The report of the auditor should state:-
(1) whether in the auditor's opinion, the accounts prepared for that period

have been properly prepared in accordance with the relevant provisions of the trust
deed and the rules;

(2) without prejudice to the foregoing, whether in the auditors opinion, a true
and fair view is given of the disposition of the scheme at the end of the period and
of the transactions of the scheme of the period then ended;

(3) if the auditor is of opinion that proper books and records have not been
kept by the scheme or the accounts prepared are not in agreement with the schemes
books and records, that fact; and

(4) if the auditor has failed to obtain all the information and explanations
which, to the best of his knowledge and belief, are necessary for the purpose of the
audit, that fact.

& Investment portfolio. (1) Number or quantity of each holding together
with the description and market value.

(2) The total investment stated at cost.

(3) The value of each holding as a percentage of net asset value.

(4) Statement of movements in portfolio holding since the end of the preceding
accounting period.

9. Performance table. (I) A comparative table covering the last three
financial years and including, for each financial yeat, a the end of th financial
year.--

(a) total net asset value; and

(h) net asset value per unit.

(2) A performance record over the last ten financial years; or if the scheme has
not been in existence during the whole of that period in which it has been in
existence, showing the highest issue price and the lowest redemption price of the
units during each of those years.

SCHEDULE 111

[See rule 10(2) (a)I

CONTENTS OF THE CONSTITUTIVE DOCUMENTS

1. Name of scheme.

2. Participating panics:
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A statement to specify the participating parties including the asset management
company and trustee.

3. Governing law.

4. For unit mjs:-

(a) A statement that the deed is binding on each holder as if he had been a
party to it and so to be bound by its provisions and authorizes and
requires the trustee and the management company to do as required of
them by the terms of the deed.

(b) A provision that a holder is not liable to make any further payments
after he had paid the purchase price of his units and that no further
liability can be imposed on him in respect of the units which he holds.

(c) A declaration that the property of the scheme is held by the trustee on
trust for the holders of the units pari passu according to the number of
units held by each holder. (This may be modified as appropriate for
schemes offering income and accumulation units).

(d) A statement that the trustee will report to unit holders in accordance
with the rules.

(e) A statement of the wanner in which the trustee should retire.

.S. Role of management company:

A statement of list the obligations of the management company in accordance
with the rules.

6. lnvtstiiicut and borrowing restrictions:--

A statement of list the restrictions on the investment of the deposited property
and the maximum hnrrowin' limit of the scheme.

7. Valuation of property and pricing;

The following rules on valuation of property and pricing must be stipulated:—

(a) the method of determining the value of the assets and liabilities of the
property of the scheme and the net asset value accordingly;

(b) the method of calculating the issue and redemption prices; and

(c) the method of pricing and the circumstances under which it can change.

8. Dealing, suspension and deferral of dealing:

The following must be stated:--

(a) The circumstances under which the dealing of units can be deferred or
suspended;

(b) the maximum interval between the receipt of a properly documented
request for redemption of units and the payment of the redemption
money to the holder not to exceed six working days: and
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(c) the circumstances under which the dealing may be suspended.

9. Fees and charges;

The following must be stated:—

(a) The maximum percentage of the initial charge payable to the
management company out of the issue price of a unit;

(b) the maximum fee payable to the management company out of the
property of the scheme, expressed as an annual percentage

(c) remuneration payable to trustee;

(d) törmation cost to be amortized against the property of the scheme: and
(e) all other material fees and charges payable out of the property of

the scheme.

10. Transactions with connected persons:

Th following must be stated:--

(a) Cash forming part of the property of the scheme niav he placed as
deposits with the trustee or an institution licensed to acept deposits:

(hi money can he borrowed from the trustee or an y other nistttution
Provided that the charges are not higher than the norm
and	 al bank charges:

)C) an y transaction between the scheme and the manar'ement company or
any of their connected persons as principal may onl y he made with the
prior written consent of the trustee.

Ii, Distribution policy and date;

The approximate date(s) in the calendar year oil 	 annual income, if any,will be distributed.

12. Annual accounting period:

The date in the calendar year oil 	 ti le annual accounting period ends.
13. Base currency:

A statement of the base currenc y of the scheme.

14. Modiflcarjol) of the constitutive documents:

A statement of the means by which modifications to the constitutive
documents can be effected -

15. Termination of scheme:

A statement of the circumstances in which the scheme can be terminated.
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SCHEDULE IV

[See rule 12 (2)]

INFORMATION TO BE DISCLOSED IN THE OFFERING DOCUMENT

Notice:—This list is not intended to be exhaustive. 
The directors of the

schemes or the management company are obliged to disclose any information which
may be necessary for investors to make an informed judgment.

Consti tution of the scheme:

1. Name, registered address and place and date of creation of the scheme,with an indication of its duration if limited.

Investment objectives and restrictions:

2. Details of investment objectives and policy, including Summary of the
ittvestnleflt and borrowing restrictions

If the nature of the iuvestnient policy so dictates, a warning that investment inthe scheme is subject to abnomiaj risks, and a description of the risks involved.
Operators and principals:

. The names and registered addresses of the following parties, whereapplicable;

(a) The directors of the asset management company;

(b) the trustee:

(c) foreign promoters, if any;

(d) the distribution company;

(e) the auditor;

(t) the registrar; and

(g) the legal adviser.

Characteristics of units.

4. Minimum investment, if any.

5. A description of the different type of units. 	 -

6 Frequency of valuation and dealing, including days.

7. Application and redemption procedures.

8. The mode of the unit price announcement.

9. Procedure for subscribing/redeeming/conversion of units.
10. The maximum interval between the request for redemption and the

payment of the redemption proceeds.
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11. A Summary of the circumstances in which dealing in units may be
deferred or suspended.

12. It must be stated that no money should be paid to any intermediary except
the unit holder or his authorised representative.

Distribution policy:

13. The distribution policy indicating the time period for distribution of
dividend.

Fees and charges:

14. (a) the level of all fees and charges payable by an investor, including all
charges levied on subscription and redemption and conversion, and

(b) the level of all fees and charges payable by the scheme, including
management fee, advisory fee, trustee fee and preliminary and/or floatation
expenses.

Taxation.'

15. Details of exemptions, taxes levied on the scheme's income and capital
including tax, if any, deductible on distribution to unit holders.

Reports and accounts.'

16. The date of the scheme's financial year.

17. Particulars of the reports to be sent to the unit holders.

Warru'ngs:

l& The following statements or warnings must be prominently displayed in
the offering document:

(a) if you are in any doubt about the contents of this offering document,
you should consult your stock broker, bank manager, legal adviser or other
financial adviser.

(b) A warning that the price of units and the income from them (where
income is distributed) may go down as well as up.

General information.'

19, A list of constitutive documents and the address where they can be
inspected free of charge or purchased.

20. The daze of publication of the offering document.

21. A statement that the asset management company accepts responsibility for
the information contained in the offering document as being accurate at the date of
publication.
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22. Details of schemes not authorized must not be shown in the offering
document.

Termination of scheme:

23. A Summary of the circumstance in which the scheme can be terminated.



CREDIT RATING COMPANIES RULES, 1995

S.R.O. 759(1)195, Gaz., Pak., Ext, 29.7. 1995. In exercise of powers
confer-red by section 33 of the Securities and Exchange Ordinance, 1969 (XVII of
1969), the Federal Government is pleased to make the following rules to regulate
the business of credit rating companies, name]),:--

I . Short title and commencement. (I) These rules ma y be called the CreditRating Companies Rules. 1995,

(2) They shall come into force at once.

2. Definitions. In these rules, unless there is anything repugnant in the
subject or context,-.-

(a) "Authority " 'neams the Corporate Law Authority;
(b) " company" means a company incorporated under the Companies

Ordinance, 1984 (XLVII of 1984):
(C) "credit rating company" means a compan y which intends to enga ge in or

is so engaged primarily in the business of evaluation of credit risk through
a recognised and formal process of assigning ratin g to present or proposed
loan obligations of any business enterprise;

(d) "form" means a form set out in the Schedule to these rules: and
(e) "Ordinance" means the Securities and Exchange Ordinance, 1969 (XVII

of 1969).

3. Eligibilit y for registration. A company proposing to commence businessas a credit rating company shall be eligible for registration under these rules if it
fulfils or complies with the following conditions or requirements, name]),:--

(a) That such company is incorporated as a limited company under the
Companies Ordinance, 1984 (XLVII of 1984):

(b) that such company has entered into a joint venture or technical
collaboration arrangement with an internationally recognised credit rating
institution;

(c) that no director, officer or employee of such company has been convicted
of frud or breach of trust or has been adjudicated as insolvent; and

(a) that the promoters of such compan y are, in the opinion of the Authority,
persons of means and integrity and have special knowledge of matters
which the company may have to deal with as a credit rating company.

4. Registration, (1) Any company which is eligible for registration under
rule 3 as a credit rating compan y may make an application in Form I to the
Authority for registration.
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(2). rA ..applicarion under-sub-rule (1) shall, besides the other documents
referred to Form 1, be accompanied by a fee of one hundred thousand rupees as
registration fee.

(3) The Authority may, if it is satisfied after such enquiry and after obtainingsuch further information as it may consider necessary,-

(i) that the applicant is eligible for registration; and
(ii) that it would be in the interest of the capital market so to do;

may grant a certificate of registration to such company in Form II.

5. Renewal of registration. (1) The certificate of registration of a company
shall be valid for one year and shall be renewable on payment of a fee of ten
thousand rupees through an application made on Form Ill.

(2) The Authority shall, after making such enquiry and after obtaining such
further information as it may consider necessary, renew the registration of such
company for one year in Form IV within thirty days of the receipt of the application
or further Information, as the case may he.

6. Cancellation of registration. Where the Authority is of the opinion that a
credit rating company has contravened any provision, or has otherwise failed to
comply with any requirement of the Ordinance or of any rule or direction made or
given thereunder, the Authority may, if it considers necessary in the public interest
so to do, by order in writing, cancel the registration of the credit rating company:

Provided that no such order shall be made except after giving the credit rating
company an opportunity of being heard.

7. Power of the Authority to give directions, The Authority may, if it is
satisfied that it is necessary or expedient so to do in thethe public interest or in the
interest of capital market, by order in writing, give direction to a credit rating
ompany.

S. Submission of ratings report to the Authority. (1) Every credit rating
company shall submit to the Authority a report giving details of credit ratings, fee
structure, etc., carried out during the year, within six months of the close of its
year of accounts or alongwith the application for renewal of registration, whichever
is earlier.

Explanation. For the purpose of this sub-rule the expression credit raring"
mean,,, formal evaluation of credit history of the compan y and capability of repaying
its obligations.

2) Without prejthce to the povisions of sub-rule (I), a credit rating
company shall furnish to the Authority such other documents, information or
explanation relating to its affairs as the Authority may, at any rime, by order in
writing, require.

9. Restriction on Directors of Credit Rating Companies. No director of the
credit rating company salI be a director of a corporate entity or a business firm or
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a share holder holding 5% or more of any corporate entity or business firm or in
any other way interested in such an entity subject to rating by the raring company.

10. Secretary. No director, officer or employee of the credit rating company
shall communicate the information, acquired by him for use for rating purposes, to
any other person except where required under law to do so.

SCHEDULE

FORM I

[See rule 4(1)1

FORM OF APPLICATION FOR REGISTRATION

AS A CREDIT RATING COMPANY

To

The Corporate Law Authority.

Government of Pakistan.

I slaniabad.

Dear Sir,

We hereby apply for registration of .......................................
.............................(Name of Credit Rating Company) under

rule 4 of the Credit Rating Companies Rules, 1995.

2. A copy of the Memorandum and the Articles of Association is enclosed.

3. Necessary information required in the annex to this Form is furnished. We
undertake to keep the inIrmaion up to date at all times.

Yours faithfully

Signature

of the Chief Executive
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Annex to Form I
1. Name, address and

telephone number(s) of the
company.

2. Date	 and	 place	 of
incorporation

3. Names and addresses of
promoters and directors

4. Details of joint venture or
tecluiical	 collaboration
agreement with an
internationally recognised
credit rating company and a
copy of such an agreement
and documentary evidence
in respect thereof

5. Proposed rating
methodology and scale ot
rating

6. Whether an director ha.s
been convicted of fraud or
breach of trust.

7. Whether any director has
been	 adjudicated	 as
insolvent.

8. Names and addresses of
senior	 management
officers.

9. Whether any officer or
employee has been
convicted of fraud or
breach of trust.

10. Whether any senior
management officer has
been adjudicated as
insolvent or has suspended
payment or has
compounded with his
creditors.

11. Previous experience of the
promoters/directors in the
credit rating field.
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12.	 Previous experience of
senior	 management
officers.

Note. -(/) An affidavit shall, from each promo ter/director and officer in respect
of statement at serial Nos. 6 and 7 be submitted.

(ii) Certification by the proposed chief executive of the company in respect of
statement at serial Nos,9 and 10 shall be submitted.

FORM II

(See rule 4(3)J

CERTIFICATE OF REGISTRATION AS CREDIT RATING COMPANY

GOVERNMENT OF PAKISTAN

CORPORATE LAW AUTHORITY

Is1amabajthe 199

The Corporate Law Authority having considered the application for
registration under rule 4 of the Credit Rating Companies Rules. 1995 b y ..........

(Name of the credit rating company) and be ing satisfied that tile
said company is eligible for registration and that it would be in public interest and
in the interest of the capital market so to do, hereby grants, in exercise of thepowers conferred by rule 4 of the Credit Rating Companies Rules. 1995 regirrrIoIt
to .................................subject to the provisions Of the Securi( -
Exchange Ordinance, 1969 (XVII of 1969) and the rules made thereunder.

2. This certificate of registratiuu 	 valid up to ..................

Signatuic 'i rite UtiiL.

FORM 111

ISee rule 5(1)1

FORM OF APPLICATION FOR RENEWAL OF REGISTRATION

AS A CREDIT RATING COMPANY
To

Corporate Law Authority,

Government of Pakistan,

Islamabad.
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Dear Sir.

We hereby apply for the renewal of the registration of .....................
............. 5

. of
....... .	

Companies
. ... .(Name of the ci-Mjj

rating company) under. rule	 the Credit Rating	 anies Rules, 1995.
2. The certificate of registrationlcertifjcate of renewal is due to expire

on......................................

3. Original receipt of the treasury/bank for the fee of Rs.....................
...............being the renewal fee is enclosed.

4. It is requested that the registration be renewed for the calendar year ......

Yours faithfully,

Signature of the Chief Executive

FORM IV

See Rule 5 (2)1

CERTIFICATE OF RENEWAL OR REGISTRATION

AS CREDIT RATING COMPANY

GOVERNMENT OF PAKISTAN CORPORATE LAW AUTHORITY

No ... ... ... ... ... ... ... ... ...	 Islamabad, the ........................99

The Corporate Law Authority having considered the application for renewal of
registration under rule 5 of the Credit Rating Companies Rules, 1995 by .........

..(Name of the credit rating company) and being satisfied that it would he
in public interest and in the interest of the capital market to renew the registration
of ... ... ... ... ... ... ... ... ... (Name of the credit raring company) hereby grants,
in exercise of the powers conferred by rule 5 of the Credit Rating Companies
Rules. 1995, certificate of renewal of registration to the said company subject to the
provisions of the Securities and Exchange Ordinance, 1969 (XVII of 1969) and the
rules made thereunder.

Signature of the Officer.



LEASiNG COMPANIES (ESTABLISHMENT AND
REGULATION) RULES, 1995

[The Gazette of Pakistan, Extraordinary, Part II, Nov. 16, 19951

S.R.O. 1107 (1)/95. In exercise of the powers conferred by section 506 of the
Companies Ordinance, 1984 (XLVII of 1984), read with the Finance Division
Notification No SR 0. 698(I)/86, dated 2nd July, 1986, Corporate Law Authority
hereby makes the following rules, namely:--

1. Short title and commencement. (I) These rules may be called the Leasing
Companies Estab1ishment and Regulation) Rules, 1995.

2) They shall come into force with immediate effect.

2. Definition. In these rules, unless there is anything repugnant in the subject
or Context:--

(a) "Authority' means the Corporate Law Authority.

b) 'Certificate of Investment' means a certificate of investment issued by a
leasing company under these rules;

c) 'company' means a company incorporated under the Companies
Ordinance, 1984 (XLVII of 1984.

(d) 'leasing company' means a company which intends Lo engage or has
engaged principally in the business of leasing; and

(e) 'Ordinance' means the Companies Ordinance, 1984 (XLVH of 1984).

3. Eligibility conditions for the establishment of a leasing company. A
leasing company may be established if each of its sponsors, proposed directors.
proposed chief executive and proposed chairman of the Board of Directors fulfils
certain specified terms and conditions, namely:—

(a) he has not been associated with any illegal banking business, deposit
taking and financial dealing;

(b) he or companies in which he is a director or has a financial interest, have
no over-due loans or instalments outstanding towards banks and other
financial institutions;

(C) he has not got any loans rescheduled which involved write off;

(d) neither he nor the companies in which he is a director and has a financial
interest, have any case pending or decided for default or taxes as on the
date of application;	 -
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(e) he has not been sponsor, director or a financial interest holder, major
shareholder or chief executive of a defaulting cooperative finance society
or defaulting finance company;

(f) he has never been convicted of fraud or breach of trust or of an offense
involving moral turpitude or removed from service;

(g) he has ncither been adjudged an insolvent nor has suspended payment or
defaulted in making payments, or has compounded with his creditors;

(h) be being nominee proposed director, is not already director in any other
leasing company, bank or financial institution (strike off, if not
applicable);

(1) his net-worth is not less than the amount to be subscribed by him
personally; and

(I) that the proposed chief executive and at least two of the proposed sponsor
directors have senior level leasing and investment experience.

4. Permission to form a leasing company. (1) Those desirous of forming a
leasing company shall make an application to the Authority in Form-1 providing
information as given in Annexure thereto, alongwith all the relevant documents and
treasury receipt evidencing the payment of non-refundable processing fee
amounting to one hundred thousand rupees.

(2) The Authority may, if it satisfied that the persons seeking permission to
form the leasing company have fulfilled the terms and conditions specified in rule
3, permit by an order in writing the establishment of a leasing company, to such
persons.

5. Commencement of leasing operations. (I) A leasing company shall
commence business and its operations only after it has been issued a licence under
these rules by the Authority.

(2) For obtaining a licence to operate as a leasing company:--

(a) an application shall be made to the Authority on Form-11; and

(b) an undertaking shall be given that no change in the Memorandum and
Articles of Association nor any change in the majority share holders and
directors shall be made without prior written authorisation of the
Authority and that all requirements of law and conditions of registration
shall be complied with

(3) The licence to carry on business as a leasing company shall be granted by
tht kuthonty in Form-Ill.

6. Conditions for grant of licence. A leasing company shall not be granted
licence unless it;

(a) is incorporated as a public limited company under the Ordinance;
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(b) has a minimum paid-up capital of two hundred million rupees and fifty
per cent of which has been offered to the general public (relaxable in case
of foreign participation);

(C) is listed on a stock exchange in Pakistan;

(d) has allotted at least fifteen percent of the total shares to the sponsors
directors in their personal names (whose number should not be less than
seven).

(e) its sponsor directors shall not dispose of their shares in any manner
whatsoever for a niinimuni period of three years;

if) has stated, clearly and concisely, its financing and leasing policy in its
Memorandum of Association and the prospectus published for public offer
of its shares:

g . has certified that the Chairman or the chief executive of the leasing
company does not hold such office in any other teasing company or bank
or investment bank or insurance company or mothiraha company;

(h) has certified that its Chief Executive and at least two of the directors have
senior level leasing and investment experience:

ii) has certified that more than twenty five percent of its sponsors/directors
are not from the same family: i.e. husharid/brothers/sisters;parems.
children and any other blood relations; and

j ) has appointed a Chartered Accountant or Cost and Management
Accountant or a person having Master's Degree in Commerce or Business
Administration with at Icast five years' relevant experience as its Chief
Accounting Officer.

7. Terms and conditions of operation. A leasing company shall operate in
accordance with the following conditions. tiamely:--

(a) It shall:--

(i) invest at least seventy per cent of its hinds in leasing business;

(ii) disclose all loans exceeding twenty per cent of their paid up capital
and free reserve in its accounts;

(iii) disclose all loans taken by it and the use of such loans during a
financial year: and

(iv) maintain accounts of leasing operations having regard of the
international Accounting Standard No. 17.

(b) It shall not:--

(i) make exposure to a single group for more than twenty per cent of the
over-all portfolio of leasing;

(ii) make exposure to its directors, affiliated companies and companies
in which any of the directors or his family members hold controlling
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interest for more than ten per cent of the over-all portfolio of
leasing;

(iii) undertake the business of real estate or provide funds to the
construction companies, builders and developers and companies
dealing in real estate;

Provided that a leasing company may lease tnachinery and
equipment to the construction companies;

(iv) undertake directly or indirectly, business of an investment company,
bank. insurance company or managing agency business as restricted
in law or any other unlawful operations notwithstanding anything
contained in the companies Memorandum and Articles of
Association;

(v) engage in leasin g operations pertaining to—

(a) open land:

(b) buildin gs (other than factory building and office building located
within or outside the factory premises to be used exclusively as
such by a lease subject to a maximum of 120 square feet per
employee and residential undertaking ançl warehouses): and

(C) furniture or furnishin g of any type:

Provided that the company ma y lease hard furniture excluding
carpets and curtains etc.. upto five per cent of their portfolio.

(vi) fix the period of lease less than three years in the case of any lease
agreement.

(C) The Company shall he subject to such restrictions as are laid down in the
third Schedule to the Income Tax Ordinance, 1979 (XXXI of 1979) and
the rules made thereunder.

(d) The companies granted licence before the commencement of- these rules
and having paid up capital less thaii two hundred million rupees. shall he
required to raise their paid up capital to that limit within five years from
the date of commencement of these rules.

8. Bar on purchase or sale by beneficial owners. A leasing company shall
not, without die prior approval in writing of the Authority, purchase anything
from, or sell anything to any director, officer, employee of the company or from or
to a person who either individually or in concert with close relatives beneficially
owns ten percent or more either of the equity or other securities with voting rights,
if any, issued by such leasing company.

9. Issue of certificate of investment. (1) A leasing company which fulfils the
following conditions, may apply to the Authority for its permission to ISSUe
certificates of investment, namely:
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(a) the company has been actively engaged in leasing business for a period of
two years and has been earning a profit of not less than fifteen per cent
during the said period; and

(b) the corporate and fiduciary conduct of the company and its directors has
been satisfactory.

(2) If the Authority is satisfied that the company fuifils the conditions of
eligibility specified in rule 9(1), it may give permission to such company to issue
certificates of investment.

(3) All leasing companies issuing certificates of investment shall observe the
followin g conditions:—

(a) A certificate of investment issued under these rules shall be registered in
the name of the person to whom it is issued:

(h) the maturity period of certificate of investment shall be three months, six
months, one year, two years, three years. four years and five years
provided that the certificate shall be redeemable before its maturity period
but not earlier than the minimum maturity period of three months:

(c) the return on certificates of investment shall be on uniform basis and shall
be paid out of and to the extent of profits of the company:

(d) no advertisement inviting the general public for making investment in
such certificates shall be published unless prior approval of the Authority
to this effect has been obtained;

(c) an public notice or offer issued in connection with the sale of certificates
of investment shall specify that the principal and return profit is not
guaranteed by the Government of Pakistan: and

(f ten percent of the resources raised through certificates of investment shall
either he invested in Government securities or maintained in cash.

10. Monitoring and regulation. For purposes of monitoring and regulation, a
leasin g company shall he treated as non-banking financial institution and be subject
to same monitoring and regulation arrangements as may be prescribed by the
Government for other non-banking financial institutions.

II. Submission of reports, etc. (1) A leasing company shall submit such
periodical reports to the Authority in the manner and form to be prescribed by it
from time to time or in any specific case or on any particular occasion and shall
comply with such directions as the Authority may give in writing.

(2) The Authority shalt monitor the general financial health of the company,
and, at his discretion, may order special audit and appoint an auditor to carry out
detail scrutiny of the affairs of the company, or appoint both an auditor and an
inspector, provided that the Authority, may, during the pendency of the scrutiny
pass such interim orders and directions for the due completion of the scrutiny as
may he deemed appropriate by it.
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(3) On receipt of the special audit report or report from the Inspector, the
Authority may direct the company to do or to abstain from doing certain things and
issue directives for immediate compliance which shall forthwith be complied.

12. Rate of mark up and fees. A leasing company may charge mark up rate
on its loans in accordance with the prevailing rates provided that disbursement of
loans, is held up by the company for any reasons and the commitment fee charged
shall not exceed one percent of the un-disbursed balance.

13. Insurance coverage. A leasing company shall—

(a) obtain sufficient insurance coverage on its own or on its clients benefit
against any losses that may be incurred as a result of employees fraud or
gross negligence; and

(b) ensure that properties being financed by it are covered by adequate fire
and causality insurance.

14. Bar to certain transactions. No leasing company shall--

(a) grant a loan to any employee, officer, director or a shareholder having a
beneficial ownership including that of close relatives of more than ten
percent in the paid up capital of the leasing company whether directly or
indirectly (through theif close relatives, companies controlled by them,
affiliates, subsidiaries, or by way of acting in concert with others);

(b) transfer ownership of controlling shares, merge with, acquire or take over
any other leasing company unless it has obtained the prior approval of the
Authority in writing to the scheme of such merger, acquisition or take
over: or

(C) employ as a broker, directly or indirectly any of its directors, officers, or
employees, or a person who beneficially owns, whether individually or in
association with close relatives more than ten per cent either of the equity
or other securities with voting rights, if any, issued by the leasing
company.

15. Penalties. (1) Whoever fails or refuses to comply with, or contravenes any
provision of these rules, or knowingly and wilfully authorises or permits such
failure, refusal or contravention shall, in addition to any other liability under the
Ordinance, be also punishable with fine not exceeding two thousand rupees, and, in
case of continuing failure refusal or contravention, to a further fine not exceeding
one hundred rupees for every day after the first during which such contravention
continues.

(2) Without prejudice to an action and punishment under sub-rule (I), in case
of contravention of any provision of these rules, the Authority may cancel the
licence of the leasing company after issuing a show cause notice and giving such
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company an opportunity of being heard or pass another order deemed appropriate
by the Authority.

(3) Upon cancellation of the licence, the functions and carrying on the
business of leasing company shall cease and the Authority may move the Court for
a winding up order in respect of the company.

FORM I

See ru/c 4 (1)1

APPLICATION FOR PERMISSION TO FORM A LEASING COMPANY

Dated...........199

The Corporate Law Authority,

Islarnahad.

Dear Sir.

W lierch appl y mr L'rate of pernnssiou under rule 3 of the Leasing
Coinriajucs (Establishment and Re g ulation Rules, 1995. ill

	 a ]easin
.
 companyu	 mt tier the name and srle of .................................................................

Th. tiloritianon and dounieiits as required in the Annexure to this form dulyverfi	 iiiu si g ited h y all proniotersproposeij directors alon gwith five spare copies
it Wi	 prih.aiio ii and all 	 b y theni as ic' the correctness of the details, is

sunniiz.icd. We undertake to keep this information upwd.ate by communicatingciiaii g es,n iod i heations therein within fourteen da y s of such changes/modifications

	

A receipt of R\.	 .................. ..bein g the processing fee, deposited
in............. on ...............is enclosed.

Yours faithfully,

Verification by

Oath Conmiissjoiier.
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ANNEX

[See rule 4 (i)]

INFORMATION TO BE SUPPLIED FOR OBTAINING PERMISSION TO

FORM A LEASING COMPANY

1. Full rime, former name if any, fathers/husbands's name, nationality,
residenrials and business address, national tax number, present occupation
of each sponsor, proposed director, proposed Chief Executive and
proposed Chairman of the Board. (Institutional sponsors shall mention
their names only instead of giving all these particulars of their nominee
directors).

2. Name of companies, firms and other organizations of which the aforesaid
sponsors, proposed Chief Executive and proposed Chairman are or have
been directors, partners or office holders during the last ten years. Copies
of annual accounts of such companies and firms for the last three years
alongwith summary of their paid-up capital, free reserves, profit after Lax
and dividend payment to be provided.

3. Financial standing, educational as well as professional qualifications and
experience of persons mentioned in paragraph I above. supported by
documentary evidence.

4. Percentage of capital each sponsor proposes to contribute in the proposeo
company.

5. Feasibility report of the proposed company.

6. Evidence of payment of income tax and wealth tax by the ponsors in
individual capacity as well as by the companies, firms, etc., wherein they
are or have been directors during the preceding five years.

7. Net-worth certificate of each sponsor supported by a duly authenticated
copy of the latest wealth statement filed with the taxation department. In
the case of sponsors/directors residing in countries where filing of wealth
statement is not the requirement of law, a certificate of personal networth
and general reputation issued by a bank of international repute shall be
acceptable.

8. Names of the bankers of the sponsors alongwith their account numbers.

9. Draft of the Memorandum and Articles of Association.

10. Affidavit from each person mentioned in paragraph I above, stating that--

(z) he has not been associated with any illegal banking business, deposit.
taking and financial dealings:
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(ii) he or companies in which he is a director or has a financial interest
have no over-due loans or instalments outstanding towards banks and
other financial institutions;

(iii) be has not got any loans re-scheduled which involved write off:

(iv) neither he nor companies in which be is a director and has a financial
interest, have any case pending or decided for default of taxes as on
the date of application:

(v) he has not been sponsor, director or a financial interest holder,
major shareholder or Chief Executive of a defaulting cooperative
finance Society or defaulting finance company;

(vt) be has never been convicted of fraud or breach of trust or of an
offense involving moral turpitude or removed from service:

(vii) he has neither been adjudged an insolvent nor has suspended
payment or defaulted in making payments, or has compounded with
Ws creditors:

(viii he being proposed nominec director, is not already director in any
other leasing company, hank or financial institution (strike off, if 001
applicable):

(lx) his net-worth is not less than the amount to be subscribed by hint
personally.

FORM II

See rule 5 (2) (a)

APPLICATION FORM FOR LICENCE TO OPERATE AS A

LEASING COMPANY

Dated, the........
To,

The Corporate Law Authority,

Islamabad.

Dear Sir,

We hereby apply for grant of licence under rule 4 of the Leasing Companies
(Establishment and Regulation) Rules, 1995. to operate as a leasing company.

2. We hereby furnish the following information:--

(a) Date of incorporation as a limited company.
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(b) Authorized, subscribed and paid up capital of the company
(sponsors equity indicated separately).

(c) Names and addresses of directors. Number of shares held by each
of them.

(d) Director's interest, direct or indirect, in any other company(ies)
with details of such interest.

(e) Details of persons or group controlling the company including of
those persons who own ten per cent or more shares with number
and value of shares held.

(t) Name(s) of holding, subsidiary and associated undertaking(s), if
any.

(g) Details of qualified staff engaged.

(h) Reasons for selecting the proposed place of business with
statistical data.

(1) Additional facts in support of this application.

3. Certified copies of the Memorandum and Articles of Association and
Certificate of Incorporation are enclosed.

4. An affidavit as to the correctness of the above information by the Chief
Executive and two directors is also furnished herewith. We undertake to keep this
information upto date by communicating changes/modifications therein within
fourteen days of such changeslmodifications.

Yours faithfully.

Signature___________________

(To be signed by all the directors)

FORM 111

[See rule 5 (3)1

GOVERNMENT OF PAKISTAN

CORPORATE LAW AUTHORITY

Registration No.	 Islainabad, Dated the	 199

LICENCE TO CARRY ON THE BUSINESS OF A LEASING COMPANY
The Corporate Law Authority having considered the application for grant of

licence under rul 5 of the Leasing Companies (Establishment and Regulation)
Rules4, 1995 by ________ 	 and being satisfied that the
said 	 is eligible for the licence hereby grants, in exercise
of the powers conferred by sub-rule (3) of rule 5 of the Leasing Companies
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(Establishment and Regulation) Rules. 1995, licence to *
SUbJeL1 to the COOditions stated herein below or as may be prescribed or imposedherea tier.

Signature of the Officer

Name of the Company

lSee Gazette of Pakistan, Part 11 Extraordinary. Nov. 16. 1995 for table
at Pp. 2606-2607J



EMPLOYEES' PROVIDENT FUND (INVESTMENT IN
LISTED SECURITIES) RULES, 1996

[The Gazette of Pakistan. Extraordinary, Pan II. Feb. 26, 19961

S.R.O. 141 (1)196. In exercise of the powers conferred by section 227 read
with section 506 of the Companies Ordinance. 1984 (XL\'JI of 1984). and Finance
Divisions Notification No. S.R.O. 698 (1)186. dated the 2nd July. 1986. the
Corporate Law Authority is pleased to make the following rules, the same having
been previously published as required by proviso to sub-section (1) of section 506,
namely:--

I. Short title and commencement, (I) These rules nia' he called the
Employees' Provident Fund (Investment ill 	 Securi(ies) Rules, 1996.

2) They shall collie into force at Once.

2. Interpretation. in these rules the words and expressions used shall have
the sante meanin gs as are assi gned to then, Iii the Companies Ordinance, 1984
(XLVII of 1984y.

3. Conditions for in%'estment in listed securities, etc. Where it is decided to
make investment. out of the provident fund constituted for the emplo yees of a
compan\ . ill of the companies listed oil stock exLhan g e in Pakistan,
such iilve,4tment shall he subject to the following condi t ions , namel y -

(1) Total investment ill 	 securities shall tiio exceed ten per cent
of the provident fund:

(ii) investment shall not exceed on per cent of the provident fund in
Lite listed securities of any one company

(iii) investment in shares or other listed securities of a particular
company shall not exceed five per cent of its paid up capital:

(iv) In the case of investment in the shares of listed companies, it shall
he made only where such companies--

(a) have a ntinimunt operational record of five years; and

(b) have paid not less than fifteen per cent dividend to their share
holders during the three preceding consecutive years;

(v) in the case of investment in securities other than shares of Iisted
companies, it shall not be made unless such securities have been
rated as an investment grade with minimum ratin g of BBB" by a
credit rating company registered with the Authority under the
Securities and Exchange Ordinance, 1969 (XV1I of 1969), and the
rating is maintained as such at the time of investment: and
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LISTED sEctiRmES1 RULES, 1996
(vi) Investment shall not be made in a security if it is publicly known

that the issuer of the sedurity has committed default while availing
of any financing facility.

4. Powers of Authority to relax rules. Where the Authority is satisfied that
it is not practicable to comply with any condition of these rules in a particular case
or class of cases, the Authority may, for reasons to be recorded and subject to such
conditions as it may deem fit, relax any of the conditions specified in rule 3 in the
case of such company or class of companies.

5. Penalty. Whoever fails or refuses to comply with or contravenes any
provision of these rules, or knowingly and wilfully authorises or permits such
failure, refusal or contravention shall, in addition to any other liability under the
ordinance, be also punishable with fine not exceeding two thousand rupees, and, in
case of continuing failure, refusal or contravention to a further tine not exceeding
one hundred rupees for every day after the first during which such contravention
continues-



FEDERAL EDUCATION FEE

'Federal Education Fee. (1) There shall be levied and collected Federal
Education Fee from every company as defined in the Companies Ordinance. 1984
(XLVII of 1984) whose fixed assets as shown in its balance sheet made on or after
the thirtieth day of June, 1992 are valued at more than fifty million rupees at such
rates and in such manner and from such date as may be specified in a scheme
notified by the Federal Government in the official Gazette.

(2) No fee under subsection (1) shall be payable by a company specified in
column (1) of the table below, if it has set up or sets up, manages and runs
educational institution specified in column (2) of that table within such period as
may be notified in the scheme referred to in subsection (1).

TABLE

Type of Company	 Educational institution

(a) Where the value of all fixed assets is 	 Middle School
more than Rs. 50 million but not more
than Rs. 100 million.

(b) Where the value of all fixed assets is 	 High School
more than Rs. 100 million but not more
than Rs. 250 million.

(c) Where the value of all fixed assets is 	 Technical Education
more than Rs. 250 million. 	 School

(3) The Federal Government may, by notification in the official Gazette make
rules for carrying out the purposes of this section.

1. Section  13 of Finance Act. 1992 (7 of 1992).



FEDERAL EDUCATION FEE SCHEME

The Gazctte of Pakistan. Extraordinary, Part H. February 18. 19931

NOTIFICATION.

S.R.O. 139(1)/93. In accordance with the provision of section 15 of Finance
Act. 1992 VII of 1992), the details of Federal Education Fee Scheme are specified
as wider:-

I. Applicability of the Scheme. The Scheme shall he applicable to every
2onipauy. as defined in the Companies Ordinance. 1984 (XLVII of 1984) whose
fixed as'ets as per its balance sheet, drawn on or after the 30th June. 1993, exceed
rupce fitrv million.

2. Rate of Federal Education Fee. Federal Education Fee shall he payable
b y cmupanics as per the followin g Schedule for a period of three years, in equal
\earl\ iiLstalnictics.

SCHEDULE

(Rs. in million)

Sr. Nu.	 Value of Assets	 Fee

Yearly	 Total for
Instalment	 3 years

1. More that Rs. 50 million but iR)( more	 0.50	 1.5
than Rs. 100 million.

2. More than Rs. 100 million but not 	 1.00	 3.00
more than Rs. 250 million.

3. More than Rs. 250 million.	 2.00	 6.00

After three years FEE shall be payable on an annual basis at the rates specified
in rules depending upon the expenditure involved in running the schools as
prevalent at chat time,

3. Companies not required to pay FEE. A company shall not be liable to
pay Federal Education Fee: -

/) If it has already set up and is managing or running a middle, high or
technical school, in accordance with the conditions laid down in sub-
section (2) of Section 15 oldie' Finance Act, 1992; 	 -
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(ii) if it sets up and manages and runs such a school by 1st March, 1995.

Provided that intimation to that effect is given by the company to the Federal
Education Authority and the luconie Tax Officer concerned by 31st March, 1993.

4. Specifications of Schools. Following shall he the specifications for the
educational institutions for the purposes of the Scheme:

A. Middle School

It shall have:

(i) Classes ito VIII:

(ii) Teaching and Non-teaching staff as per Annex-1.

(iii) Equipment and Furniture as per Annex-11.

Oti A permanent ph ysical structure as per details a; Annex-Ill.

B. High School

Ii shall have;

(/) Classes I to X

ii lj Teachine and Non-reachint! staff as per Aiutex-IV.

(i/) Equipment and Furniture as per Annex-V.

(iv) A permanent physical Structure as per details at Annex-Vi.

C. Technical School

It shall have;

(l) Classes Vito X

(it) Teaching and Non-teachin g staff as per Annex-VU.

111/ Equipment and Furniture as per Annex-Vu!.

(iv) A permanent physical structure as per details at Annex-IX.

5. Change in Option for Setting up/running of School. (I) If a company
paying FEE intends to set up a specified school or if a company which has set up
and/or is runilung the s pecified school intends to change its option. it may so
iliriniare to that effect to the Secretary. Ministry of Education and the concerned
iticotite Tax Officer.

(2) Where any such intimation is received the Federal Education Authority
shall consider it and after gtving the company an opportunity of bein g heard shall
pass such order on the application as it dcciii fit.

3) In case the Federal Education Authority accepts the option, front 	 date
and oil 	 conditions as the Authority may decide the option will become
operative.
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6. Collection of Fee. (1) The Principal Officer of the company will assess
FEE on the basis of the fixed assets of the company as depicted in its balance sheet
and deposit the same through a Federal Education Fee chaUan form in the State
Bank of Pakistan/National Bank of Pakistan/ Federal Treasury under a separate head
indicated on the challan form.

(2) First instalment of FEE will be deposited by the company latest by131st
March, 1993, followed by subsequent instalments by 15th September of each
calendar year.

3) Collection of the fees shall be administered by the Income Tax Department
who will be die collecting authority.

(4) In matter of recovery, the provision of Income Tax Ordinance. 1979 and
rules made thereunder shall apply ,nutarzs inurandis to the sums payable under the
Federal Education Fee Scheme and all actions shall he taken for their recovery by
the income Tax authorities accordingly.

7. Utilization of the Fees. (1) The FEE so collected shall vest in a "Federal
Education Authority and shall be used exclusively for the
estahlislimem,'inanaeemem of schools specified in die Scheme and matters
concerned therewith.

The Authority, inter alia, shall undertake the following functions:

1) Earmarking of funds amongst the provinces on the basis of population.

(ii) Approving the proposals of the provinces for establishing institutions at
various sites/locations. Preference will be given to the sites/localities in
the vicinit y of company's undertakings.

iii) Release ot funds will commensurate with the progress of Projects.

IV) Mt)lii(Oring of the working of the schools through inspection/visits.

v) Approval of any changes in the status/condition of such schools.

8. Federal Education Authority. The Federal Education Authority shall
comprise of die following:-

-- Federal Secretary Education .............................................. Chairman

-- Provincial Education Secretaries .......................................... Members

-- A representative of Ministry of Finance ................................... Membe,

-- A representative of C.B.R ................................................... Member

-- Joint Educational Adviser (PNE)

Ministry of Education ............................................ Menzber/Secrewry

9. Policy of Admission. In matters of admission to such schools preference
will he given to the children of employees/workers of the relevant company. Merit
will be die policy and no discrimination whatsoever shall be practised.
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10. Management of Schools. (i) The Schools will . be managed by the
respective Provincial Education Department.

(if) Construction of Schools, appointment of teachers, supervision and overall
management of the educational institutions will be the responsibility of the
Provincial Education Department.

(üi) Provincial Education Department will -get the school recognized with the
respective Department and Examination Board in the Province.

11. Refund. No refund shall be granted for any Fees paid under these rules.

U. Bankruptcy . If a company becomes bankrupt, the educational Institutions
set up and run by the company will be taken over by the respective Provincial
Governments.

13. Appeal and Revision. Any company may appeal against any decision of
collecting authority to the inspecting Assistant Commissioner of income Tax as
specified under income Tax Ordinance, 1979 who may dispose of the appeal after
giving the appellant an opportunity of being heard.



FEDERAL EDUCATION FEE RULES, 1992

Gaze(te of Pakistan. Extraordinary , Part [I, February IS, 19931

1. Short title and commencements. (1) These rules may be called Federal
Education Fee Rules. 1992.

2 These stiali oiiie Intl force on 1st day of July. 1992,

The Rules extend to the whole It Pakistan.

2. Definition.s. in "Compan y ' means company as defined in the Companies
Ordinance,	 XLVII of

'Ordinance' nicaris the Income Tax Ordinance, 1979 XXXI of 1979).

iii)	 Fee" titans die Federal Euucation Fee.

Principal 01 fleer' iiieans Principal Officer of a company as defined in
ticoitie Tax Orditiatice,

ci "Federal Education Fee Return Form" iliearis the form as prescribed by
the Niiiisiry 't Education Annex_

Ftxed asset iicaiis all 
assci oil deprecianoit is allowable in

,tccorcanL'ew, UI the third schednie to the Income Tax Ordinance, 1979, It
V'i)Uld also 111clukic tltc rixed invesinients of tue compan y over and above a
period or three vear*

"Middle  Sclio d ii carts an Educational Institution  as per specification
g iven in the Fee Scheme having elasscs I--VU! for formal schooling in a
pe rniaiiei it ph y sical strucru rc . having  hoth teaching and non-teaching
start', equipilieni, reacittite aids, library book silnstructional material and
also turniture required for its operation.

I-ti, I "Hi gh School ctieans an educational institution having classes from I--X
for I'ornial schooling in .1 permanent physical structure, having both
reacltinc' and iron-teaching staff, equipment, teaching aids, library
hooks' Instructional material and also furniture required for its.operauon.

in "Technical chooh" means a school having classes VI—X in technical and
vocational subjects within a permanent physical structure. Technical
school should have both teachin g and non-teaching staff, equipnietultools.
itisiructiotial material, Library Books, Teachin g aids and also furniture for
its operation.

3. Valuation of Fixed Assets. (1) The fixed assets shall he valued at their
written down value adopted for purjxise of Income Tax Ordinance. 1979.

2. The value of investments shall he taken as shown in the balance sheet.
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4. Challan form. The company shall deposit the fee on a cha llan form as per
specimen annexed.

5. Meeting of Federal Education Authority. Federal Education Authority
will meet once in a year. The quorum of the meeting will require the presence of
2/3 members of the Authority. The Federal Education Authority will review
annually the fee collections and its utilization: Federal Education Authority will
also approve the annual accounts indicating the Fee receipts and expenditures.

6. Report of Federal Education Authority. The Federal Education
Authority will publish an annual report on different aspects of Federal Education
Fee.

See Gazette of Pakistan, Extraordinary, Part H. February 1993, pages 189 to 219,
for Anexuresi



DATES OF ENFORCEMENT OF PROVISIONS
The Corpora te Law Authothy has reminded allpron	 Concerned that at the time of)LLl g

atij] of tilt: Companies Ordinance 1984, in October, 1984, it wasilidicated that enforcement of the provision,, of [lie Ordinance would he phased out
in order to provide tune to the COlL5(ltuetc of the corporate sector to switch
tlic flew svsten, procedures and requirements in a smooth manner.	

Over

A ccordifl g i) die dates of enforcemen t of various provislon of the saidOrdiita,jc were notified h the Federal Governmen t from tinle to Ernie and the latestposition in thi5 recard is as follows'

Sections 297 to 437 and 443 to 449

Sections 41 and 226

Section 88

DaLe of Enforcement

8-10-1984

1-1 1-1984

l-7-l98.c

1 -1-1 986

22-9-1 98'

YOifi('Qtw,,

Section I (3

S.R.C. 941(1)/84

dated 3 1-10-1984
S.R.O.	 1098(1)
/84

dated 13-12-1984

SR.O. 344(1)/85

dated 14-4-1985,

S.R.O. 344(1)/85

dared 14-4-1985

S.R.O. 767(1)/87
1 r.

Pro',.vu,,o

Sccmn ni 1

Sect j oJLs 2, 11, 12, 13. 438 and 506

All provisioji	 oilier than those o(	 1-1-1985sec tions 41, 88, 203, 226. 295 to 437,
and 443 to 449.

There now remain Smfions 203. 295 and 296 whose enforcement dates are yet to henotified by the Federal Governnjcnt


