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4VISION, MISSION, STRATEGY STATEMENT

Mission
To develop a fair, effi  cient and transparent regulatory framework, 
based on international legal standards and best practices, for the 
protection of investors and mitigation of systemic risk aimed at 
fostering growth of a robust corporate sector and broad based 

capital market in Pakistan.

Strategy
To develop an effi  cient and dynamic regulatory body that fosters 
principles of good governance in the corporate sector, ensures 
proper risk management procedures in the capital market, and 
protects investors through responsive policy measures and eff ective 

enforcement practices.

Vision
Th e development of modern and effi  cient corporate sector and 
capital market, based on sound regulatory principles that provide 
impetus for high economic growth and foster social harmony in  

the country.



5 CHAIRMAN’S REVIEW

Mr. Salman Ali Shaikh

Chairman’s Review

It gives me great pleasure in presenti ng the tenth annual report of the Securi-
ti es and Exchange Commission of Pakistan (the Commission) which covers the 
period from July 1, 2008 to June 30, 2009. 

The period under review witnessed unprecedented economic turbulence glob-
ally. Pakistan was no excepti on. Pakistani stock market capitalizati on eroded by 
Rs.833.99 billion (USD 10.96 billion) from July, 2008 to August, 2008 and we had 
to take some tough decisions, to save the capital markets from total collapse. 
With hindsight, some of these decisions could have been avoided. The decline in 
the capital markets was further impacted by a slump in foreign portf olio invest-
ment coupled with a severe liquidity squeeze in the local market. The market 
witnessed a heavy net outf low of the foreign capital amounti ng to USD 426.05 
million during the fi scal year. 

In view of the conti nuous declining trend in the markets during the year 2008, 
the Commission and the stock exchanges took various temporary stabilizati on 
measures including revision in circuit breakers, ban on short and blank sales, 
special clearing sessions, etc. However, a unique situati on was witnessed in our 
markets when the stock exchanges placed a fl oor on the closing prices of secu-
riti es on August 27, 2008. This fl oor remained in place ti ll December 15, 2008. 
Similarly, mutual funds which peaked at Rs. 406 billion in April, 2008 declined 
to Rs. 227 billion on June 30, 2009. The liquidity crunch and panic in the market 
was not limited to equity instruments but impacted the debt market as well. The 
trading of TFC’s or corporate bonds which already had low volumes almost dried 
up, and this hindered the determinati on of the fair value of debt instruments. 
Subsequently, some of the bond issuers defaulted on their payments exacer-
bati ng the situati on. Consequently, the Commission prescribed new valuati on 
methodology and provisioning criteria for debt securiti es held by Collecti ve In-
vestment Schemes. The objecti ve was to bring consistency across the mutual 
funds industry and adequate provisioning for the loss in the value of debt secu-
riti es. In order to ensure transparency and enhance investors’ confi dence, the 
Commission devised comprehensive categorizati on criteria for mutual funds. 
While this reduced the fl exibility of the fund management companies / fund 
managers, it greatly enhanced investor protecti on by minimizing the chances of 
any ambiguity in terms of the underlying prospectus/trust deed. 

In February, 2009 stakeholders requested relaxati on in IAS-39 owing to preva-
lent market conditi ons, closure of stock markets for four months and very low 
trading volumes on the stock markets which had made the applicati on of impair-
ment tests (i.e., arriving at fair valuati on) diffi  cult. Consequently, Commission 
granted relaxati on in the accounti ng treatment for equity securiti es held by the 
companies under the head “Available for Sale” as required under Internati onal 
Accounti ng Standard “Financial Instrument” Recogniti on and Measurement (IAS 
39). This relaxati on is valid ti ll December 31, 2009 and was granted aft er de-

Chairman SECP
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tailed meeti ngs were held by SECP with all the relevant insti tuti ons and bodies including 
ICAP, SBP and major accounti ng fi rms.

The Commission has always tried to maintain a delicate balance between the twin objec-
ti ves of regulati on/enforcement and market development. Over the past few years, the 
Commission has displayed a strong fl air for innovati on and creati ve soluti ons. Towards this 
end, the Commission has used a comprehensive approach to regulate the fi nancial sector 
while at the same ti me trying to protect the interests of shareholders, facilitate companies 
(in terms of both ti me and money) through e-services, investor educati on and innovati on 
through the introducti on of new products like REITs, private equity and venture capital and 
the holding company concept. 

The Commission derives the bulk of its revenues from key market segments. During the 
past fi scal year there was a sharp slowdown in all the main areas that we regulate. Conse-
quently, there was 15% decline in income and our post tax surplus declined from Rs. 532 
million to Rs. 246 million. We have taken several cost control measures. However, many of 
them (e.g., a ban on mid career hiring, a total ban on foreign training, etc.) are not sustain-
able, as they would severely impact the capacity building of SECP.

Improving the Regulatory Framework

The Commission is constantly examining the global trends and studying internati onal best 
practi ces. This knowledge base is the foundati on for revising and modernizing our regula-
tory framework. Some of the key initi ati ves taken in this area are as follows:

• During the fi nancial year under review, the Commission made considerable 
progress towards the promulgati on of the Stock Exchanges (Corporati zati on, 
Demutualizati on and Integrati on) Act, 2009. This very important law has now 
been passed by the Nati onal Assembly and has been sent to the Senate. 

• Realizing the need and importance of leveraged products in the capital market, 
the Commission consti tuted a Consultati ve Group on Capital Markets. Aft er 
detailed deliberati ons with the stakeholders and in light of suggesti ons made 
by the Group, margin fi nancing is being considered.

• To improve risk management and in order to segregate and protect client 
assets, client level margin system was introduced. The Risk Management 
Regulati ons of the stock exchanges were also amended to collect cash margins 
in derivati ves market.

• To further improve corporate governance, Commission approved amendments 
in the Code of Corporate Governance whereby atleast one director of a listed 
company has to be certi fi ed under the Board Development Series program 
off ered by the Pakistan Insti tute of Corporate Governance, upto June 30, 2011. 
Thereaft er every year a minimum of one director on the Board shall acquire the 
above menti oned certi fi cati on.

• In May 2009, various amendments pertaining to enhancement/ rati onalizati on 
of fees and penalti es being imposed by the Exchanges; establishment of 
Defaulters’ Segment and Non-Compliant Segment in place of Defaulters’ 
Counter, were approved by the Commission. These will provide a mechanism 
to the stock exchanges for eff ecti vely addressing irregulariti es/ defaults 
committ ed by the listed companies in relati on to requirements laid down in the 
Listi ng Regulati ons of the Exchanges. 
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• During the year the Commission also approved amendments in the Unifi ed 
Trading System Regulati ons of LSE and ISE, for meeti ng any clearing shortf alls 
from the existi ng Members’ Contributi on Fund. 

• During the year under review, the Nati onal Commodity Exchange Limited 
(NCEL), which is Pakistan’s fi rst electronic commoditi es futures exchange, 
expanded its product portf olio to cater for the hedging and speculati ve needs 
of various target groups. The new product range is largely dominated by Gold. 
However, the products contain diff erent specifi cati ons and denominati ons to 
cater to the interests of various investor groups.

• The establishment of the Insti tute of Capital Markets (ICM) was another major 
milestone achieved by SECP. ICM made a soft  launch on October 26, 2009 and 
has launched three certi fi cati ons programs for market intermediaries.  ICM will 
assist in developing quality human capital, capable of meeti ng the emerging 
professional knowledge needs of capital markets and create standards amongst 
market professionals.

• In order to facilitate the issuers of securiti es, the existi ng Companies (Issue of 
Capital) Rules, 1996 were reviewed and amendments have been proposed to 
facilitate listi ng. 

• To increase effi  ciency and transparency in the trading of debt market securiti es, 
the Commission approved the introducti on of Bond Automated Trading System 
(BATS) at KSE.

• In an att empt to safeguard the interests of the unit holders, during the crisis, 
the Commission issued a directi on under Secti on 282D of tzhe Companies 
Ordinance, 1984 whereby all asset management companies were directed to 
suspend pricing, issuance and redempti on of units of open-end schemes with 
direct exposure to equity securiti es with immediate eff ect. The suspension was 
removed on December 18, 2008.

• The Private Equity and Venture Capital (PE&VC) Fund Regulati ons were noti fi ed 
on  August 20, 2008. These regulati ons are the result of a comprehensive 
consultati ve process and include extensive market dialogue with domesti c 
as well as internati onal stakeholders. Private equity can play a vital role 
in metamorphosis of the local economy by providing growth capital to 
the local corporate sector parti cularly the SME sector besides patronizing 
entrepreneurship and fuelling the privati zati on process. Private equity can 
unlock the hidden value of the private companies by providing capital and 
managerial skills for growth and expansion. Moreover, it would help Pakistan 
att ract foreign direct investment. Through these regulati ons, global PE&VC 
companies are allowed to do business in Pakistan through a simple registrati on 
of fund.

• Fit and Proper criteria for the appointment of the key executi ves in Modaraba 
Management Companies has been introduced through prudenti al regulati ons. 

• Based on the recommendati ons of a Nati onal Task Force, the Commission 
promulgated the Group Companies Registrati on Regulati ons on December 31, 
2008 to provide a regulatory framework for the formati on of group companies. 
There is a dire need to take measures for consolidati on of the core businesses 
in the corporate sector where presently prevalent family and individual 
ownership should be substi tuted by insti tuti onal and corporate ownership. The 
consolidati on of corporate sector for emergence of fi nancially and technically 
strong groups compati ble with internati onal corporati ons essenti al so as 
to eff ecti vely play a role towords att racti ng FDI fl ows. At present there are 
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about forty business groups which consist of private and public companies 
but invariably these are managed by families or individuals and do not refl ect 
consolidated ownership. The Regulati ons empower the Commission to 
designate the group companies contemplati ng to avail group relief and group 
taxati on benefi ts from the Federal Board of Revenue (FBR) in terms of the 
provisions of Income Tax Ordinance, 2001.

• In January 2009, owing to growing closures in industrial sector and the 
increasing NPLs in the banking sector a Committ ee was consti tuted by the 
Ministry of Finance, to review and fi nalize the draft  Corporate Rehabilitati on 
Act (CRA). I chaired this Committ ee and we consulted all major stakeholder 
groups and industries. The Committ ee completed its task and amendments 
have been made in the draft  law aft er taking into account the suggesti ons made 
by the stakeholders and in the light of developments that have taken place in 
the last half decade. 

Public Facilitati on and Awareness

• The Commission has implemented e-services for online registrati on of 
companies and online fi ling of statutory returns. In order to encourage 
people to use this mode, the Commission has prescribed preferenti al rates for 
registrati on and fi ling which are almost half compared to those under a paper-
based environment.  

• During the year, Islamabad Capital Territory abolished the stamp duty on the 
registrati on of Memorandum of Associati on which has already been eradicated 
by the provincial governments in the four provinces, during the previous years. 

• Territorial jurisdicti on of the Company Registrati on Offi  ces (CROs) was abolished 
through Finance Act 2007. Aft er the aforesaid amendment in law, a company 
can be incorporated at any CRO irrespecti ve of locati on of its registered offi  ce.

• For ease of investors and to reduce the cost of doing business, the listed 
companies were allowed to place their quarterly accounts on their websites 
instead of transmitti  ng these by post to the shareholders. 

• To avoid submission of fi cti ti ous and multi ple applicati ons by individual investors 
during IPOs of shares, The Commission published Warning Noti ces (both in 
Urdu & English Language) in all the leading newspapers and highlighted the 
violati on of the Securiti es and Exchange Ordinance, 1969.  

Enforcement and Compliance Acti ons

• Eff orts under the Ordinance were geared up to deter unlawful inter-corporate 
fi nancing in violati on of Secti on 208 of the Ordinance. During the year, an 
aggregate penalty of Rs.6.85 million was imposed on directors of nine companies 
while in four cases warnings were issued. An aggregate penalty of over Rs. 10 
million was imposed due to false/incorrect statements in documents.

• During the year, a penalty of Rs.7.36 million was imposed on directors of eight 
public companies for unlawfully disposing off  company undertakings while in 
two cases warnings were issued. Further, proceedings against ten companies 
are in the process of fi nalizati on.

• During the year, an aggregate fi ne of Rs.0.33 million was imposed on partners 
of four audit fi rms while in four cases warnings were issued. Moreover, 
proceedings in eleven cases are in process of fi nalizati on.
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• The chief executi ves of seven companies were fi ned for violati ng law on 
provident funds while in four cases warnings were issued. 

• Registrati on of fi ve brokerage houses was suspended aft er the Commission 
received a number of complaints from investors. Penalti es were imposed on 
members of the stock exchanges for violati on of securiti es laws with special 
reference to short/blank selling, wash trades and frequent deleti on of orders, in 
seven diff erent cases. Warning lett ers were issued in nine cases aft er conducti ng 
hearings for possible violati ons of the securiti es laws. In additi on, several 
investi gati ons are underway into possible instances of price manipulati on and 
insider trading.

• The Registrar (Modarabas) passed 5 Orders under Secti ons 19, 20 & 32 of the 
Modaraba Ordinance to the Modaraba Management Companies primarily 
because of severe violati ons of Modaraba Ordinance and Prudenti al Regulati ons, 
non-compliance of requirements related to accounts, mismanagement of funds, 
non-compliance of reporti ng requirements and code of corporate governance 
upon which penalti es were imposed.

• During the year, an inspector was appointed to investi gate the aff airs of a large 
NBFC with specifi c reference to a real estate transacti on.

• A total of 74 show-cause noti ces were issued to the insurance companies for 
non-compliance of Companies Ordinance, 1984 and related Rules. Orders were 
passed in case of 41 companies and three directi ons under Secti on 170 were 
issued to comply with the regulatory requirements.

Learning and Knowledge Sharing 

• In order to support the e-Services, a substanti al porti on of the physical record 
of companies maintained at Company Registrati on Offi  ces (CROs) has been 
scanned. This is expected to substanti ally improve our data extracti on capability 
and will result in a shorter response ti me to the public.

• World Bank provided funding through its IDF grant programme for projects 
pertaining to REITs and capacity building of Monitoring & Inspecti on wing of 
Specialized Companies Division (SCD). For capacity building of REITs team, a 
delegati on was sent to the Securiti es Commission Malaysia which covered the 
regulatory practi ces adopted in Malaysia and had dialogue with key players of 
the real estate market. Under the same grant a consultant was hired to provide 
training on valuati on of properti es under constructi on. The consultancy in the 
area of mutual funds resulted in an intensive training of the SCD staff  pertaining 
to the monitoring issues relati ng to mutual funds and internati onal best 
practi ces in mutual fund management.

• The Commission is an acti ve member of various internati onal organizati ons 
including  Internati onal Organizati on of Securiti es Commissions (IOSCO), 
Internati onal Associati on of Insurance Supervisors (IAIS), Internati onal 
Organizati on of Pension Supervisors (IOPS), Internati onal Valuati on Standards 
Council (IVSC), Associate Member of Islamic Financial Services Board (IFSB), 
Asian Public Real Estate Associati on (APREA) and the Internati onal Associati on 
of Insolvency Regulators (IAIR). The memberships of these organizati ons help 
SECP to remain abreast on current issues in the global markets and provide an 
opportunity of conti nuous improvement and learning based on internati onal 
best practi ces. 
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Internati onal Acti viti es

• The Commission conti nued to play an acti ve role in the acti viti es of the IOSCO. 
SECP has been chairing the IOSCO’s Working Group 3 (WG3), since October 
2002 when Pakistan was elected to chair this important internati onal forum set 
up by the Emerging Markets Committ ee (EMC) of IOSCO for the “Regulati on of 
Market Intermediaries”. 

• During the year, the Commission successfully completed its work on the 
mandate of “Guidelines for Minimum Entry Requirements and Conti nuous Risk 
Based Supervision for Market Intermediaries”. The substanti ve report prepared 
by the Commission, compiled and analyzed the feedback received on the 
mandate from 19 EMC member jurisdicti ons. The fi nal report was presented at 
the IOSCO EMC Advisory Board meeti ng for considerati on and was approved by 
the EMC during its November 2009 Annual Conference at Bucharest, Romania.  

• The SECP along with other stakeholders, underwent detailed assessment 
of Anti -Money Laundering / Combati ng Financing of Terrorism (AML / CFT) 
Regime in Pakistan by way of mutual evaluati on by the Asia Pacifi c Group (APG) 
and the World Bank. The evaluati on was geared towards assessing Pakistan’s 
legal, law enforcement and regulatory framework in respect of AML / CFT. 
The Mutual Evaluati on Report for Pakistan, which was adopted in the annual 
meeti ng of APG, appreciated the initi ati ves taken by SECP to combat money 
laundering in various areas under its regulatory ambit and also gave certain 
recommendati ons to further strengthen the AML framework. 

Bilateral Cooperati on

• The Commission is acti vely involved in the promoti on of co-operati on with 
counterpart regulatory bodies of the capital markets at the bilateral, regional 
and internati onal level. The Commission has already established co-operati ve 
arrangements through MOUs with the counterpart regulatory authoriti es of 
India, Maldives, Australia, Bhutan and Sri Lanka for cooperati on and sharing of 
informati on.

• Expanding the cooperati ve linkages in the Economic Corporati on Organizati on 
(ECO) region, the Commission signed an MOU for exchange of informati on and 
cooperati on with the Securiti es and Exchange Organizati on (SEO) Iran. The 
MOU was signed in Tehran, subsequent to the close of the year under review.

• On the domesti c front, coordinati on meeti ngs with SBP remained an ongoing 
feature as the two regulators maintained close liaison to ensure that there 
is no regulatory arbitrage in the fi nancial sector. In recent years, substanti ve 
structural changes have been witnessed in the fi nancial markets and in the 
traditi onal operators in banking, investment fi rms and insurance companies. 
These changes caused by functi onal integrati on, diversifi cati on and de-
specializati on have led to the emergence of fi nancial conglomerates and large 
fi nancial groups which pose various risks to the stability of the fi nancial markets 
and also to the group enti ti es. Thus in order to focus on group enforcement, it is 
important that both SBP and SECP adopt coherent and coordinated regulatory 
approach that improves the eff ecti veness of supervision. 

In order to minimize the risks of group contagion and regulatory arbitrage in fi nancial con-
glomerates while simultaneously fostering diversifi cati on of products and acti viti es, SECP  
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and SBP enhanced the scope of existi ng cooperati ve mechanism and revamped the MOU 
for informati on sharing. A permanent ‘Joint Task Force’ has been consti tuted to determine 
risks posed by conglomerati on like contagion risk, lack of transparency in intra group trans-
acti ons and liquidity risks arising from asset liability mismatch. 

Future Plans

The Commission has been through an intense legal reform process for the last few years 
and some of these reforms are now at an important juncture. The Futures Trading Act and 
the Securiti es Act have been submitt ed to the Government of Pakistan whereas the Demu-
tualizati on Act aft er being passed by the Nati onal Assembly will soon be tabled before the 
Senate. The draft  Securiti es and Exchange Commission of Pakistan Act (formerly named as 
FSC Act) is being reviewed by the Policy Board and shall soon be sent to the Government 
of Pakistan.

Once the above menti oned laws are enacted there will be a series of subsidiary legisla-
ti on that will follow in the form of rules, regulati ons, guidelines, etc. All the new laws have 
been draft ed keeping in view the internati onal best practi ces and the peculiar nature of the 
Pakistani capital markets. Stress has been placed on soft  regulati on but enforcement pow-
ers have been substanti ally enhanced. For instance, keeping in view the fact that the white 
collar crimes are complex and extremely diffi  cult to prove in the court of law, the new draft  
SECP Act includes provisions for plea bargain and voluntary surrender of undue gains. 

Enhanced and effi  cient enforcement is only possible if the requisite skills set is inculcated 
in the offi  cers. The Commission is in the process of building capacity of the enforcement 
offi  cials to equip them with the latest tools, techniques and methodologies to carry out 
forensic investi gati ons and detect lapses in corporate compliance. 

In order to deepen the capital markets, a number of measures are being taken to encourage 
listi ng. Presently there are around 500 unlisted companies with paid up capital equal to or 
exceeding Rs. 200 million.  In order to persuade these companies to come forward for list-
ing, SECP is liaising with the FBR to provide tax incenti ves to listed companies. Further, the 
Commission is in the process of standardizing and simplifying the contents of the prospec-
tus and the existi ng rules for issue of capital as well as for ballott ers, transfer agents and 
underwriters are being reviewed. The concept of treasury shares shall soon be introduced 
and the applicability of the Code of Corporate Governance shall be extended to unlisted 
companies which cross certain thresholds. Similarly, to further develop the debt market, 
the Commission intends to take the following steps: introducti on of the concept of listi ng 
and issuance of debentures to Qualifi ed Insti tuti onal Buyers (QIB) and Sophisti cated Inves-
tors (SI); reducti on in the rate of stamp duty on the issuance and transfer of commercial 
papers and corporate bonds; introducti on of the concept of appointment of Market Maker 
in all those issues made to QIBs and SIs; and review of the existi ng regulatory framework 
regulati ng the Credit Rati ng Agencies. 

Owing to growth in the non-banking fi nance companies, there is a need to have a consoli-
dated and comprehensive NBFC law, which is presently only covered as a secti on under the 
Ordinance. 

Presently, the fi nancial service industry is banking centric and the dependence of fi nancial 
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system on the banking sector creates vulnerabiliti es. It is imperati ve to promote an alterna-
ti ve non-bank fi nancial (NBF) system to diversify the inherent systemic risk and to enhance 
the fi nancial inclusion. A strong NBF sector (parti cularly pensions and collecti ve investment 
schemes) would not only provide diff erent asset class to promote savings by catering to the 
specifi c needs of the parti cipants but would also provide alternati ve fund raising opportuni-
ti es to the parti cipants.

Investment banks can make a vital contributi on in development of a vibrant NBF Sector. 
However, investment banks have not been able to make any signifi cant contributi on as pri-
marily they focused on replicati ng the banking products. We intend to encourage a more 
viable and sustainable business model for Investment banks to be ti lted more towards of-
fering of non-funded (i.e. fee and commission based) fi nancial services. These services may 
include brokerage, portf olio management, corporate fi nance, underwriti ng and advisory 
etc. This will also promote corporate brokerage houses culture and consequently would 
contribute to address the corporate governance issues in brokerage industry.

Leasing is a successful business model and we would promote it by allowing operati onal 
fl exibility to leasing companies to cater to the specifi c fi nancial needs of the customers. 
The leasing sector should focus on raising funds from capital and debt markets instead of 
depending upon conventi onal banking fi nance faciliti es only. They should also expand their 
outreach to rural areas as a target market which has great business potenti al without any 
competi ti on from commercial banks.  

Mutual Funds play a fundamental role in mobilizing and channelizing the savings to the 
capital and debt markets. We intend to develop this industry as an effi  cient alternati ve 
system to the conventi onal banking and Nati onal Saving Schemes to promote savings and 
investments. We will conti nue to promote internati onal best practi ces to enhance the in-
vestors’ confi dence and enable them to make a well informed decision. However, the in-
dustry parti cipants have to play the requisite pro-acti ve role to enhance the retail base of 
the investors by focusing on distributi on network, investors’ awareness, product innovati on 
and off ering of unique and specialized services, etc. We expect Mutual Funds, being one of 
the most organized insti tuti onal stakeholders with specialized experti se, to contribute to 
the development and reforms of fi nancial markets.

Modaraba sector being a unique islamic business model can contribute signifi cantly to-
wards NBF sector. In order to make modarabas a vibrant and strong segment of NBF sector, 
we are considering converti ng and bringing this islamic business structure under the ambit 
of NBFCs regime provided that existi ng legal impediments are taken care of at every forum. 

Insurance is one area where we need to strengthen regulati on and supervision. Unfortu-
nately, the insurance penetrati on in Pakistan is one of the lowest in Asia. In the years to 
come the Commission intends to introduce micro insurance – a measure that has spurred 
insurance penetrati on in many countries and which caters to the insurance needs of the 
masses. However, this product will only succeed, if adequate disclosures are made, risk is 
miti gated and general public is informed about the advantages of the product. Apart from 
micro insurance, there is also a need to tap the huge demand for health insurance both in 
the corporate sector as well as general public. Owing to heightened terrorism acti viti es in 
Pakistan there is a strong need and demand to create a terrorism pool. Countries that have 
long faced terrorism, such as the United Kingdom and Spain, have created adequately struc-
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tured soluti ons based on private-public terrorism insurance partnerships. It is ti me for the 
government and insurers to improve the coordinati on of terrorism insurance policies and to 
ensure that adequate legislati ve frameworks are in place to protect the long-term fi nancial 
resilience of the insurance industry.

In the end, I am compelled to point out that for the fi rst ti me (and hopefully the last) in its 
history, SECP has incurred a net defi cit of Rs. 665 million for the year. It is an irony that this 
un-usual situati on is a result of certain acti ons taken by another Government agency, fall-
ing under the same parent Ministry (i.e., the Ministry of Finance). I would like to point out 
that the intenti on of the legislature and the Finance Division, in enacti ng Secti on 49(4) of 
the Income Tax Ordinance 2001 through Finance Act 2007, has been clearly spelled out in 
Clause 34(3) of “notes to clauses”. The legislature and the Finance Division were aware of 
the fact that regulatory bodies were at that ti me not covered in the tax net and hence felt 
the need to bring these enti ti es into the net by inserti ng secti on 49(4) through the Finance 
Act 2007. More specifi cally, Clause 34(3) “seeks to bring in tax net income of Regulatory and 
Development authoriti es”. Clearly the intenti on of the legislature and the Finance Division 
was future taxati on and not retrospecti ve taxati on. Since July 2007 when SECP was brought 
under the tax net, it is diligently paying all income tax dues. The Government agency raised 
a tax demand for Rs. 880 million for prior years and as a result SECP was left  with no choice 
but to make provision for this unjusti fi ed tax demand in its annual accounts. Today SECP is 
left  with no opti on other than to approach the courts of law to seek justi ce. 

The employees of SECP are the driving force behind the organizati on. The Commission has 
taken a number of initi ati ves to improve and build the capacity of its staff . To bring fresh 
blood into the organizati on, we have re-initi ated the inducti on of junior executi ves at entry 
level. Recently 28 new Junior Executi ves have been hired from the top universiti es of Paki-
stan. To further improve the effi  ciency of the Commission, we plan to enhance the number 
of offi  cers to interact with the market. The strength of offi  cers in support functi ons will be 
capped at current levels. To encourage career progression and boost the morale of the or-
ganizati on, the Commission has adopted a conscious policy of internal promoti on. Further-
more, SECP is presently working from rented premises and we are making strenuous eff orts 
with the concerned ministries and departments for the allocati on of a plot to SECP for con-
structi on of its Head Offi  ce in Islamabad and subsequently for its CROs in other major citi es. 

In the end, I would like to express my profound grati tude and appreciati on to my predeces-
sor, Mr. Razi-ur-Rahman Khan whose unti ring eff orts, ardent commitment, devoti on and 
leadership steered the Commission through diffi  cult ti mes. I would also like to thank the 
Minister of Finance for his on-going support and encouragement without which the reform 
process would not have been sustainable. I am grateful to the Chairman and the members 
of the Policy Board for their guidance on policy related matt ers during the year. I am also 
indebted to the employees of SECP for their hardwork and dedicati on. The past year con-
tained many diffi  cult challenges and it was only because of the hard work put in by our staff  
that SECP was able to successfully achieve its objecti ves. 

Salman Ali Shaikh
Chairman
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3.1 Organizati onal Structure

Securiti es and Exchange Commission of Pakistan was established pursuant to the Securiti es and 
Exchange Commission of Pakistan Act, 1997 (SECP Act) for the benefi cial regulati on of the capital 
markets, superintendence and control of corporate enti ti es in Pakistan and for matt ers connected 
therewith. The regulati on of the Non-Banking Finance (NBF) sector, the insurance sector and 
the Voluntary Pension Schemes (VPS) was entrusted to the Commission over a period of ti me 
to provide for a holisti c and consolidated regulati on of those sectors. The Commission plays a 
fundamental role in maintaining the integrity and vitality of the capital markets, superintendence 
and control of the corporate enti ti es, NBFCs, insurance industry and protecti on of the interests 
of investors.

The Commission is organized into fi ve main divisions: Company Law Division, Securiti es Market 
Division, Specialized Companies Division, Insurance Division and Law Division. The Commission’s 
head offi  ce is in Islamabad. The Securiti es Market Division, Specialized Companies Division and 
Insurance Division each have two regional offi  ces (Head Offi  ce) – Southern Regional Offi  ce and 
Northern Regional Offi  ce – to administer the securiti es and corporate laws in their respecti ve 
territorial jurisdicti ons. Company Law Division has eight Company Registrati on Offi  ces (CROs) at 
diff erent citi es in the country. Organizati onal Structure is at Annexure A.

A list of laws administered by the Commission is provided in Annexure E.

3.2 Management Team

The Commission is a collegiate body with collecti ve responsibility. Operati onal and executi ve 
authority is vested with the Chairman who is the Commission’s Chief Executi ve Offi  cer (CEO). 
He is assisted by Commissioners in overseeing the working of various operati onal divisions/
departments. 

Mr. Salman Ali Shaikh is the Chairman of the Commission since January 12, 2009.

He has worked as a senior emerging markets banker having over thirty-two years experience 
with various leading banks in the country, with an experti se in large-scale debt recovery/reme-
dial banking, fi nancial sector restructuring and regulatory/legal reform. His experience includes 
corporate banking, complex credit/lending, remedial banking, senior management, corporate 
rehabilitati on/restructuring, investment banking, fi nancial sector training, and capacity build-
ing/target market cluster selecti on in the SME sector. He was a part of senior management team 
of Citi Bank N.A, Pakistan He was also the Managing Director of an investment bank and part 
of the senior management team that led the turn-
around of Habib Bank Limited.

Mr. Shaikh is currently serving on various focused 
groups and task forces with the Government of 
Pakistan, other regulatory agencies (State Bank of 
Pakistan, Federal Board of Revenue and the Com-
peti ti on Commission), and internati onally (Asia Pa-
cifi c Real Estate Associati on and the Internati onal 
Organizati on of Pensions Supervisors). He is also 

Mr. Salman Ali Shaikh (Chairman SECP)
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the head of a committ ee consti tuted by the Government of Pakistan to review and fi nalize the 
draft  Corporate Rehabilitati on Act (CRA).

In additi on to the Chairman, the Commission presently has two Commissioners.

Mr. S. Tariq Asaf Husain joined the Commission as 
Commissioner (Legal) in December 2007. Mr. Husain is 
a lawyer by profession and possesses over 36 years of 
diversifi ed experience which includes: practi cing in the 
High Courts & Supreme Court of Pakistan, an  adjunct 
lecturer of law at Sindh Muslim Law College, Karachi, 
and senior counsel abroad with large corporati ons.

Mr. Muhammad Sohail Dayala joined SECP as 
Commissioner Securiti es Market Division in 2009. He 
brings with him over fi ft een years of experience in the 
fi elds of fi nance and equity market. 

Mr. Dayala has also served on the Board of Directors 
of the two stock exchanges of the country, the Karachi 
Stock Exchange (Guarantee) Limited (KSE) and Lahore 
Stock Exchange (Guarantee) Limited (LSE). He acti vely 
parti cipated in the Company Aff airs & Corporate 

Governance Committ ee of KSE as the Chairman and the member. He being member of the 
Demutualizati on, Informati on Technology, Defaulters’ and the Audit Committ ees of KSE and 
Demutualizati on Committ ee of LSE made signifi cant professional contributi ons. Mr. Dayala, KSE 
representated on the Board of Directors of Central Depository Company of Pakistan Limited (CDC), 
JCR-VIS Credit Rati ng Company Limited (JCR) and representated LSE on the Board of Directors of 
Nati onal Clearing Company of Pakistan Limited (NCCPL). He also served as a member of Executi ve 
Committ ee-CDC, Internal Audit Committ ee-NCCPL and Human Resources Committ ee-NCCPL. 
Mr. Dayala has been Honorary Secretary of Mutual Fund Associati on of Pakistan (MUFAP).

Mr. Abdul Rehman Qureshi is Advisor to the Commission and also performs functi ons of 
the Secretary to the Commission and Securiti es & 
Exchange Policy Board. Mr. Qureshi, a lawyer by 
profession, having vast experience of administrati on 
of corporate laws at his credit, has been associated 
with the Commission and the erstwhile Corporate Law 
Authority (CLA) since 1976. He has served as Chief 
(Legal), Commissioner (Company Law & Enforcement), 
Commissioner (Specialized Companies) and the 
Commissioner (Support Services) Divisions. He was 
acti ng Chairman of the Commission from February 
2003 to August, 2003. 

The following Executi ve Directors/Directors are presently heading the divisions/departments:

• Mr. Javed K. Siddiqui ED Finance
• Mr. Nazir Ahmed Shaheen ED Administrati on

S. Tariq Asaf Husain (Commissioner Law)

Mr. Abdul Rehman Qureshi (Advisor to the Commission)

Mr. Muhammad Sohail Dayala (Commissioner Securiti es Market Division)
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• Mr. Tahir Mahmood ED Enforcement
• Mr. Arshad Javed Minhas  ED IS&T
• Mr. Akif Saeed ED Securiti es Market Division
• Mr. Mansur Ahsan ED Human Resources
• Mr. S. Gulrez Yazdani ED CS
• Ms. Nasreen Rashid ED Insurance-Karachi
• Mr. Shahid Nasim ED Specialized Companies Division Karachi
• Mr. M. Asif Jalal Bhatti   Director Specialized Companies Division
• Mr. Muhammad Siddique Director Registrati on Department
• Mr. Jawed Hussain Registrar of Companies

3.3 Divisions

As of 30 June 2009, the Commission’s operati ons were being performed through the following 
Divisions:

• Company Law Division
• Securiti es Market Division
• Specialized Companies Division
• Insurance Division
• Law Division

3.4 Policy Board

The SECP Act provides that the Federal Government shall appoint a Securiti es and Exchange 
Policy Board (the Board) consisti ng of nine members, of which fi ve shall be from the public 
sector and four from the private sector. The ex-offi  cio members are Secretary, Finance Division; 
Secretary, Law and Justi ce Division; Secretary, Commerce Division; Chairman SECP and Deputy 
Governor of State Bank of Pakistan (SBP) nominated by Governor, SBP. The Federal Government 
has appointed Secretary, Finance Division as Chairman of the Board. 

During the year under review, Mr. Farrukh Qayyum, Secretary, Finance Division remained 
Chairman of the Board ti ll August 31, 2008 when Dr. Waqar Masood Khan Secretary, Finance 
Division was appointed and he ceased to be the chairman on his transfer w.e.f March 2, 2009. 
Subsequently, Mr. Salman Siddique was appointed Secretary Finance and is Chairman of the 
Board since March 3, 2009 ti ll date.

During the year, Mr. Munawar Hamid, Mr. Anwar Saifullah Khan, Qazi Faez Isa and Mr. Faisal Bari 
were appointed by the Federal Government as Members of the Board from the private sector 
on December 24, 2008 against the vacant positi ons. However, Qazi Faez Isa on his appointment 
as Chief Justi ce of the Baluchistan High Court ceased to hold offi  ce as a Member. As regards 
ex-offi  cio Members of the Board, Mr. Mansur-ur-Rehman Khan, Deputy Governor, SBP ceased 
to be a Member on January 8, 2009 on his reti rement from the service of SBP and Mr. Yaseen 
Anwar, Deputy Governor was nominated on January  9, 2009 in his place.  Mr. Razi-ur-Rehman 
Khan, Chairman, SECP also ceased as a Member of the Board when he reti red as Chairman of the 
Commission on January 12, 2009.
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As of June 30, 2009, the Policy Board consisted of the following members:

3.5 Policy Board Meeti ngs

Since all positi ons of the Board Members to be appointed from the private sector remained 
vacant upto December 24, 2008 only three meeti ngs of the Policy Board could be held during the 
year under review. In the said meeti ngs annual report for the year 2007-2008 was submitt ed to 
the Board and a detailed briefi ng on the performance of the Commission and the Capital Market 
was also given. Since a decreasing trend in the revenue of the Commission was witnessed due 
to uncertainty of the prevailing politi cal and economic conditi ons of the country and complete 
closure of the Stock Exchanges for 109 days, an interim review of the Commission’s fi nancial 
positi on and year-end projecti ons were given to the Board. In consultati on with the Board’s 
Members, various correcti ve measures for enhancing revenues of the Commission and reducing 
its expenditures were suggested and implemented for ti mely control of the challenges faced by 
the Commission.  During the year, the following major issues came under discussion of the Board 
and appropriate decisions were taken:-

• Submission of Annual Report of the Commission along with its Annual Accounts for 
the fi nancial year ended 30.6.2008.

• Briefi ng about tax status of the Commission.
• Approval of budget for the fi nancial year 2009-2010. 
• Grant of bonuses, salary increase and compensati on review for the year 2009. 
• Approval of amendments in SECP’s Service Manual.
• Approval of amendments in HR Hand Book.
• Review of the proposal to establish Chairs of Excellence at IBA and LUMS.
• Briefi ng on AWACs Market Surveillance System.

Mr. Munnawar Hamid
Former Chairman/CEO

ICI Pakistan

Mr. Anwar Saifullah Khan
Businessman / MPA, NWFP

Qazi Faez Isa
Senior Partner

Rizvi, Isa, Afridi & Angell
Advocates & Corporate 

Counsellors

Mr. Faisal Bari
Head of Economics 

Department
Lahore University of 

Management Sciences

Mr. Salman Siddique
Finance Secretary

Chairman
Securiti es and Exchange Policy

Board

Mr. Salman Ali Shaikh
Chairman

Securiti es and Exchange 
Commission of Pakistan

Mr. Justi ce (Retd.) Riaz 
Kayani

Secretary Law, Justi ce, Human 
Rights & Parliamentary Aff airs

Mr. Suleman Ghani
Secretary

Commerce Division

Mr. Yaseen Anwar
Deputy Governor

State Bank of Pakistan
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INTERNATIONAL AFFAIRS, COMMUNICATION AND COORDINATION 
DEPARTMENT ΈIACCDΉ

4.1 Introducti on

Internati onal Aff airs, Communicati on and Coordinati on Department (IACCD) (formally 
Chairman’s Secretariat)  coordinates the overall functi oning of the Commission and liaises with 
external enti ti es, including government agencies, ministries and multi lateral and internati onal 
organizati ons such as IOSCO, FATF, IFC, World Bank, ADB, etc. 

IACCD also supports the management of corporate governance regime and donor-funded 
projects besides monitoring the redressal of investors and companies complaints by the 
concerned divisions. It maintains close liaison with the print and electronic media for proacti ve 
disseminati on of informati on relati ng to key regulatory measures and initi ati ves undertaken by 
the Commission.

4.2 Operati onal Structure

4.2.1 Structure

IACCD has been structured in the following manner to bett er align its functi ons and responsibiliti es:

• Internati onal Aff airs Wing
• Internal and External Coordinati on Wing 
• Internal and External Communicati ons Wing 
• Informati on Resource Centre

4.2.2 Management Team

Chairman, Mr. Salman Ali Shaikh directly supervises the acti viti es of IACCD. The operati onal 
management of the department rests with S. Gulrez Yazdani, Executi ve Director who is assisted 
by a team of professionals with diversifi ed backgrounds and experiences.
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4.3 Internati onal Aff airs Wing

The Internati onal Aff airs wing is primarily responsible for coordinati ng with multi lateral and 
internati onal organizati ons. The unit worked on formulati ng and putti  ng in place cooperati ve 
mechanisms such as Memoranda of Understanding (MOU) at the internati onal level to facilitate 
the detecti on of cross-border misconduct. The Commission has established cooperati ve 
arrangements in the form of MOUs with various organizati ons. These MOUs generally cover the 
need to exchange informati on about matt ers of regulatory concern including fi nancial and other 
supervisory informati on, technical experti se and also inquiries as part of a larger internati onal 
compliance programme for the purpose of preventi ng illicit acti viti es. A list of the organizati ons 
with which the Commission has signed MOUs appears in Annexure B.

4.3.1 Internati onal Organizati on of Securiti es Commissions (IOSCO)

The Commission is an ordinary member of IOSCO since 1993 and also heading the Working 
Group-3 of Emerging Markets Committ ee (EMC-WG3) at IOSCO. 

4.3.2 IOSCO EMC-WG3 

The Emerging Market Committ ee (EMC) meeti ng held on December 5, 2007 mandated EMC-
WG3, responsible for “Regulati on of Market Intermediaries” to develop, for emerging markets 
regulators, the “Guidelines for Minimum Entry Requirements and Conti nuous Risk Based 
Supervision for Market Intermediaries”.

A survey questi onnaire was circulated amongst the EMC member jurisdicti ons to obtain feedback 
to analyze their practi ces and approaches on “Minimum Entry Requirements and Conti nuous 
Risk Based Supervision for Market Intermediaries”. Nineteen (19) EMC member jurisdicti ons 
provided informati on pertaining to their jurisdicti ons in response to survey questi onnaire. 

Draft  report was circulated to all EMC members for comments on the side-lines of the IOSCO 
2009 Annual Conference. The draft  report broadly examines the current regulatory infrastruc-
ture/ framework applicable on entry requirements of the market intermediaries and the ap-
proaches adopted by the regulators to assess, monitor and miti gate operati onal, market, credit, 
fi nancial, compliance, legal and other risks in diff erent jurisdicti ons so as to opti mally uti lize the 
regulatory resources. The adequacy of infrastructure in terms of administrati on, technology, fi -
nancial and human resources adopted by emerging market jurisdicti ons to monitor the market 
intermediaries is also covered in the report. 

The report is expected to provide emerging market regulators with a greater understanding of 
the factors aff ecti ng Risk Based Supervision (RBS). Additi onally, this report provides a review of 
the perspecti ves and experiences of diff erent regulators in formulati ng policy and operati onal 
initi ati ves to enhance risk management standards and procedures in their jurisdicti ons. 

The objecti ve is to make both quanti tati ve and qualitati ve assessments of minimum entry re-
quirements and risk-based supervision of market intermediaries in emerging markets and to 
develop guidelines on RBS framework for emerging markets regulators, with the follow-
ing specifi c intenti ons:

• To share existing practi ces for supervision of capital market intermediaries 
that would be consistent with the IOSCO “Objecti ves and Principles of Securiti es 
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Regulati on”, in parti cular, principles 21, 22 and 23; and
• To profi le the applicati on of RBS in EMC members; and 
• To develop guidelines for RBS of capital market intermediaries and outline the 

challenges faced.

The survey found supervision of intermediaries to be an area that needs to be strengthened in 
emerging markets by the regulators. While minimum entry requirements have been established 
in almost all the surveyed jurisdicti ons through licensing standards and some form of supervisory 
framework may be in place, but it appears that there is sti ll need to improve oversight of market 
intermediary acti vity eff ecti vely and require setti  ng up detailed standards for internal controls, 
risk management and adequate prudenti al requirements.

The draft  report covers the entry standards and RBS framework for market intermediaries in EMC 
members. Based on the study of diff erent risk-based supervision approaches, the Commission 
has disti lled the following guidelines on RBS: 

1. Systemati c planning for RBS approach
2. Identi fi cati on and assessment of relevant risks
3. Appropriate allocati on of supervisory resources 

The Commission recognizing that the implementati on of RBS is not without challenges, has also 
identi fi ed the challenges that relate to the skills gap of regulatory staff ; ability to identi fy and 
defi ne relevant risk types and risk miti gants; obtaining comprehensive risk profi les of capital 
market intermediaries; subjecti vity involved in determining risk scores; and applying a consistent 
risk rati ng methodology across all insti tuti ons.  

The Commission intends to fi nalize the draft ing process by October 2009 and seek the EMC’s 
approval for publicati on of the fi nal report by November 2009. 

4.3.3 EMC Task Force on Current Financial Crisis

The EMC consti tuted a Task Force to investi gate and prepare a consultati ve paper on the current 
fi nancial crises and to draw the conclusions from the results of a survey of EMC jurisdicti ons. 
It would also include recommendati ons designed to address current vulnerabiliti es in EMC 
members’ jurisdicti ons and provide the basis for future sound regulatory approaches.

The Commission parti cipated in the survey report, which provides an overview of the experiences 
of EMC members in responding to the fi nancial crisis, given their diff erent levels of development 
and the degree of impact of the crisis on their markets. The Report identi fi es the key regulatory 
and supervisory challenges facing EMC securiti es regulators in the current environment and sets 
out recommendati ons to address these challenges.

4.3.4 SECP self-assessment of IOSCO Objecti ves and Principles

The IOSCO Objecti ves and Principles provide a yardsti ck to measure the progress of member 
jurisdicti ons towards eff ecti ve regulati on. The 30 principles of securiti es regulati on are based 
upon the three objecti ves of securiti es regulati on; namely the protecti on of investors; ensuring 
that markets are fair, effi  cient and transparent; and the reducti on of systemic risk.

The IOSCO member jurisdicti ons are required to practi cally implement Principles under 
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the relevant legal framework and to undertake a self-assessment to review their securiti es 
regulatory practi ces to determine compliance with internati onal best practi ces in the regulati on 
and supervision of securiti es markets.

IOSCO provides a detailed methodology to conduct jurisdicti onal assessment of the level 
of implementati on of the securiti es regulatory standards. The Commission has, therefore, 
consti tuted a Task Force to ensure adherence to these principles, as it is within its authority. 
The Task Force has the mandate to undertake the Commission’s self-assessment to the level 
of implementati on of the IOSCO’s Objecti ves and Principles using the IOSCO assessment 
methodology. 

The Task Force is currently working to identi fy gaps and areas of reforms in the existi ng laws, 
rules and procedures and develop a strategy to address these gaps insti tuti onally so as to receive 
a sati sfactory level of implementati on.

4.3.5 IOSCO Multi lateral Memorandum of Understanding (MMoU)

Integrati on of global fi nancial markets and the increasing internati onal acti vity in the securiti es 
and derivati ves markets has necessitated the regulatory agencies of capital markets to develop 
cooperati ve linkages to ensure informati on sharing for enforcement of securiti es laws and to 
facilitate detecti on and combat of cross border violati ons. 

On “Internati onal Cooperati on” IOSCO Principles require regulators to establish informati on 
sharing mechanisms with their foreign counterparts for assistance in the discharge of their 
functi ons and exercise of their powers. 

To implement IOSCO Principles on internati onal cooperati on, IOSCO adopted in 2002, a MMoU 
concerning consultati on and cooperati on and the exchange of informati on as an internati onal 
benchmark for co-operati on and informati on sharing among IOSCO Members to strengthen 
cross-border enforcement in the securiti es sector. IOSCO MMoU is a statement of commitment 
with regard to mutual assistance and specifi es the type of informati on that each signatory must 
be able to provide on request by another signatory for securiti es enforcement purposes. 

The signatories to the MMoU would derive the following benefi ts:

• Enhanced jurisdicti ons’ ability and willingness to cooperate internati onally.
• Ensure compliance with and enforcement of securiti es laws and regulati ons.
• Enhanced ability of regulators to detect and deter cross-border fi nancial crime.
• Reinforce a message to the markets that regulators are co-operati ng and watching 

out for potenti al securiti es and derivati ves fraud.

IOSCO is vigorously working on the global adopti on of its MMoU. All IOSCO member jurisdicti on 
are committ ed to either become a signatory to the MMoU (Appendix A-Member to the IOSCO 
MMOU) as their laws and systems comply with the internati onal standards, by January 01, 2010 
or countries are expected to express a formal commitment to seek the necessary legal authority 
that enable them to become signatory to the MMoU (Appendix B-Member to the IOSCO MMOU) 
by that date. 

The Commission initi ated the process to accede to the IOSCO MMoU and submitt ed the initi al 
papers. IOSCO assessors raised certain questi ons with respect to the Commission’s regulatory 
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regime and practi ces parti cularly with regard to internati onal cooperati on. Questi ons specifi cally 
relate to Commission’s capability to extend cooperati on to foreign counterparts with respect to 
the bank and brokerage account records relati ng to securiti es transacti ons and the benefi cial 
owners of such accounts, permissible use of that informati on in civil or administrati ve 
proceedings, onward sharing of informati on with self-regulatory organizati ons and criminal 
prosecuti on authoriti es and also with respect to keeping such informati on confi denti al.

The Commission sought technical assistance support from IOSCO for processing the applicati on 
for IOSCO MMoU.  IOSCO is providing remote technical assistance to the Commission through US 
SEC. The Commission has fi nalized and submitt ed its applicati on to IOSCO to become Appendix-B 
signatory to the IOSCO MMOU. 

4.3.6 Projects Management (PM)

During the period under review, a number of acti viti es were undertaken in World Bank’s 
Insti tuti onal Development Fund (IDF) Grant. Work on compliance with Second Tranche loan 
conditi onaliti es of “ADB’s Second Generati on of Capital Market Reforms Programme” also 
executed at a sati sfactory pace. World Bank Anti -Money Laundering project under TABS 
Programme was successfully executed.

(a) World Bank Assistance for Capacity Building of the Commission

In November 2005, the World Bank, under its Insti tuti onal Development Fund facility approved 
a grant of US$ 454,000 for the Commission. The closing date of the grant was extended by one 
year to September, 28 2009. A World Bank mission visited the Commission in March 2009 to 
review the progress in implementati on of the grant. The mission focused on the procurement 
acti viti es in pipeline and reviewed progress on the outcomes and performance indicators. It 
highly appreciated the eff orts under taken by the Commission for achieving the objects of the 
grant.

Two local consultants were hired for Informati on Technology (IT) audit to examine the controls 
and IT governance practi ces currently in place at the Commission and to suggest ways for their 
improvement. The consultants have completed their assignment and have also submitt ed their 
report.

An internati onal consultant was appointed for raising insti tuti onal capacity for “Credit Rati ng 
Agencies”. The consultant has initi ated work and is expected to complete the assignment in mid 
September and submit his report.

A local consultant has been hired for developing courses syllabus, curriculum and questi on bank 
for Insti tute of Capital Market’s (ICM) examinati ons/certi fi cati ons. The consultant is currently 
closely working with team of the Commission and the Insti tute and is expected to relinquish the 
assignment by mid September 2009.

IT equipment for the ICM was purchased during the year to equip it with the advanced technology. 
Process for purchase of equipment for various departments of the Commission has also been 
initi ated and equipment is expected to be delivered by end of September 2009.

(b) Second Generati on of Capital Market Reforms Programme 

The Programme is an assistance package of ADB to Government of Pakistan for further capital 
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market reforms through (i) a loan of US$ 400 million to Government of Pakistan and (ii) a 
technical assistance (TA) grant of US$1million to the Commission to support the implementati on 
of the programme.

The principal objecti ves of the Programme are to (i) strengthen the enabling environment 
for private pension fun ds and other insti tuti onal investors; (ii) address policy and regulatory 
constraints for development of corporate bond market; (iii) increase equity market breadth and 
reduce its volati lity; (iv) strengthen the insti tuti onal framework of the Commission (v) eff ecti ve 
supervision of NBFIs; and (vi) strengthening the governance of securiti es markets, market 
professionals and public issuers.

The TA interalia contemplates the following key acti viti es:

(i) Establishment of a Capital Market Insti tute as a non-government certi fi cati on insti tute 
to raise professional standards among market parti cipants and professionals.

(ii)     Create a regulatory framework for private pension funds with a parti cular focus on 
occupati onal savings schemes.

Under the TA, ADB hired a pension regulati on expert to support the Commission in establishing 
a unifi ed supervisory and regulatory framework for occupati onal saving schemes for companies 
incorporated under the Companies Ordinance 1984. The expert is working in coordinati on with 
the Commission offi  cers and is expected to complete the assignment by January 2010. 

Three offi  cers of the Commission also att ended the Internati onal Conference on Investor 
Educati on held in March 2009 at Washington DC, USA, under the TA.

The Commission has initi ated the process to appoint consultants for; (i) harmonizati on of the 
regulatory framework governing capital markets in Pakistan; (ii) development of investi gati on/
inspecti on manual for its enforcement acti ons; (iii) valuati on methodology of corporate bonds 
and provisioning criteria for non-performing debt Securiti es for CIS; and (iv) providing assistance 
to Capital Market Insti tute in improving public awareness of the Pakistan capital markets, 
strengthen programme off ering and develop a forum for business policy roundtables. These 
consultants are expected to be appointed in September & October 2009 and are expected to 
complete their assignments by January 2010. Procurement of books for Capital Market Insti tute 
under the TA is also in process.

(c) Anti  Money Laundering (AML)

The Commission coordinates and liaises with relevant agencies, both locally and internati onally, 
to promote AML practi ces and procedures in corporate and certain segments of fi nancial sector 
in Pakistan.

Funding for AML and Combati ng Financial Terrorism (CFT) had been provided to the Government 
of Pakistan under the World Bank’s TA for Banking Sector Reforms (TABS). A total of US$ 800,000 
was allocated for AML, of which the Commission had a share of US$ 350,000 for capacity building 
in enforcement and supervision. The TABS project expired on 30 June 2009.

During the year, the Commission parti cipated in (i) the APG Typologies Workshop 2008 on 
“Money Laundering & Terrorist Financing methods and trends in the Asia/Pacifi c Region” at 
Colombo, Sri Lanka, and (ii) AUSTRAC Monitoring compliance workshop on the subject of Anti  
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Money Laundering held in Indonesia in May 2009. 

4.4 Promulgati on of Anti -Money Laundering Regime in Pakistan

The Commission acti vely parti cipated as a member of the sub-committ ee formed by the 
Government to review the AML Ordinance (AMLO) and formulati on of Rules & Regulati ons.

The proposed revisions in AMLO submitt ed by the sub-committ ee have been approved by the 
Nati onal Executi ve Committ ee (NEC) and also by the Cabinet. The amendments are currently 
in parliamentary process for fi nal approval. The Rules & Regulati ons under AMLO were also 
framed and noti fi ed in November 2008. The Rules provide an account of the mode of operati on 
of the Financial Monitoring Unit (FMU) and outline the major steps to be carried out once a 
suspicious transacti on is ascertained and reported. The regulati ons endeavor to highlight the 
major transacti ons that might consti tute a potenti al money laundering scenario either singly or 
in combinati on with other similar instances as identi fi ed under the regulati ons.

4.4.1 Mutual Evaluati on

Asia Pacifi c Group (APG), as one of the membership requirements, conducts a review/evaluati on 
of member Country’s AML/CFT systems through the process of Mutual Evaluati on, by a detailed 
country assessment.

SECP acti vely parti cipated in Pakistan’s County Evaluati on on AML / CFT regime conducted 
jointly by APG and World Bank from September 2008 to July 2009. The Commission provided 
responses to the detailed questi onnaire of Mutual Evaluati on team being an off -site procedure 
of assessment and also had discussion with them during on-site visits. The draft  reports issued 
by the evaluati on team were also thoroughly examined and through valid inputs the ranking got 
upgraded in various areas under the purview of the Commission. The eff orts of the Commission 
for upgrading its systems and procedures have greatly contributed in the up-gradati on of 
country’s “non-compliant” ranking under evaluati on of 2004 to “parti ally compliant” ranking 
under evaluati on of 2008-09.

The provisions of the revised MOU between SECP and SBP specifi cally addresses the sharing 
of the informati on for AML regime. A committ ee of the two regulators has been formed to 
formulate joint recommendati ons on implementati on of AML Law.

4.5 Internal and External Coordinati on Wing

The Internal & External Coordinati on wing of IACCD maintains regular vigilance and ensures 
an appropriate and expediti ous resoluti on of the grievances, complaints and queries of the 
public and investors against the stock exchange members, brokers, and managements of the 
companies. The Wing also reviews the progress of Appellate Bench of the Commission through 
regular monitoring and handle references received from the ministries. 

In order to create awareness amongst the stakeholders about the availability of vigilance 
mechanism and how the stakeholders can make best use of the mechanism, the Commission has 
placed the instructi ons on fi ling of a complaint on its website. The informati on and forms have 
also been made available at the CROs and the stock exchanges. Investors, enti ti es and general 
public can forward any query or complaint online through the links available at the Commission’s 
website besides using the regular mail. 
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The nature of complaints received generally includes: non-transfer of shares, unauthorized trading 
(sale/purchase), unauthorized transfer/movement of shares, non-submission of statements of 
account, non-receipt of annual or half yearly accounts, failure to execute investors’ instructi ons/
orders, suspension of payments, non-delivery of securiti es and non-payment of dividend.

4.5.1 MoU with State Bank of Pakistan on Informati on Sharing

SECP has signed a revised MoU with the State Bank of Pakistan (SBP) in March 2009 for bett er 
coordinati on, informati on sharing and effi  cient monitoring of the fi nancial sector insti tuti ons in 
Pakistan. The MoU allows both the regulators to share informati on and work towards the holisti c 
development of the fi nancial sector through the supervision of banks, development fi nancial 
insti tuti ons, non-banking fi nancial companies operati ng in Pakistan. Both regulators agreed to 
keep themselves informed from ti me to ti me about the nature of their regulatory system and the 
manner and extent to which they would like to conduct consolidated supervision over any group 
of banks/ fi nancial insti tuti ons having common management and ownership control.

4.5.2 Lett er of Understanding (LoU) with SBP 

SECP and SBP also signed a LoU in March 2009 for creati on of a joint task force to determine 
risks posed by conglomerati on. Both the regulators are committ ed to minimize the risks of group 
contagion and regulatory arbitrage in fi nancial conglomerates while simultaneously fostering 
diversifi cati on of products and acti viti es. They have decided to coordinate and cooperate in their 
acti viti es and agreed to achieve major objecti ves of consolidated supervision through creati on 
of a joint task force to determine risks posed by conglomerati on like, contagion risk, lack of 
transparency in intra-group transacti ons and liquidity risks arising from asset-liability mismatch. 

4.5.3 Corporate Governance Project

The Commission provides the foundati ons of good corporate governance by building insti tuti onal, 
legal and regulatory framework for bett er management of corporate sector enti ti es. The 
Commission developed the Code of Corporate Governance (CCG) for listed companies in 2002 
to strengthen the regulatory mechanism and also established Pakistan Insti tute of Corporate 
Governance (PICG). The Commission has a policy to expand the scope of CCG and to make it 
more eff ecti ve.

During the year, PICG developed its Board Development Series (BDS) programme (Director 
Educati on) with IFC’s assistance with the objecti ve of providing the market with certi fi ed 
Directors abreast with internati onal corporate governance developments. 34 BDS programmes 
have been conducted since February 2007. It is expected that upon maturity of Pakistani’s 
corporate sector over the next few years, companies shall see a rising market demand for best, 
certi fi ed and fully equipped directors in their Boards to meet the governance challenges in an 
increasingly globalizing world. As of June 30, 2009, 78 directors have successfully completed the 
BDS and att ained the certi fi cate in Director Educati on. The PICG has also conducted 19 Directors 
Orientati on Workshop (DOW). PICG also took steps during the year to increase the representati on 
of corporate sector and approval of opening individual membership of the Insti tute. Membership 
has been increased to 56 members. 

PICG’s survey report ti tled ‘Compensati on Policies for Directors of Companies was published in 
February 2009. The survey mainly focused on KSE–100 Index companies and provides extensive 
informati on and analysis of the trends of Directors’ compensati on in Pakistan that can be used 
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as a reference tool for development of future compensati on policies.

(a) PICG-Certi fi cati on Programmes for Directors of Public Listed Companies

The Commission in order to promote the corporate governance principles and best practi ces, has 
made the certi fi cati on for directors on the board of listed companies mandatory, enabling them 
to bett er address the complexiti es of the corporate sector. The PICG’s programme, namely BDS, 
which was being off ered as a voluntary certi fi cati on/qualifi cati on unti l recently, has been made 
obligatory for the public listed companies that would be required to have at least one certi fi ed 
director on their board by 30th June, 2011. The Commission has directed the stock exchanges 
to incorporate the mandatory certi fi cati on requirement under Code of Corporate Governance in 
the Listi ng Regulati on.  

The Commission shall conti nue eff orts to extend the scope of the CCG to other regulated sectors 
under its purview. Amendments in the CCG will be made in light of the survey reports and 
recommendati ons of the task force formed by PICG to review the CCG.

4.6 Development of Chartered Accountancy Profession

The Insti tute of Chartered Accountants of Pakistan a self regulatory organizati on established 
under Chartered Accountants Ordinance, 1961 was established on July 1, 1961 to regulate the 
profession of accountancy in Pakistan. It is a statutory autonomous body with an oversight role 
with the Commission. With signifi cant growth in the profession, the CA Ordinance and Bye-Laws 
were revised in 1983, and are periodically reviewed to align them globally.

4.6.1 Tax Reforms

SECP is committ ed to promote investment climate in the country that is conducive for the 
growth and development of capital markets and the corporate sector. Excessive taxati on results 
in outf low of corporate resources, discourages investment and curtails growth. On the other 
hand, tax anomalies result in ineffi  cient distributi on of resources. The Commission, cognizant 
of its responsibility, endeavors to strike a balance by making eff orts to rati onalize taxes to boost 
growth of the sectors under its purview. For this purpose, the Commission adopts a threefold 
strategy which encompasses (i) conti nuati on of reforms in the capital markets and corporate 
sector (ii) deepening of structural reforms by removing anomalies that constrain economic 
acti vity and (iii) providing a level playing fi eld to all the stakeholders.

The Commission, working in close conjuncti on with the FBR conti nued with its reforms agenda 
for capital markets, corporate and NBFC’s sectors and proposed several amendments in tax laws 
to rati onalize the fi scal incenti ve system in Pakistan. These proposals aim to make the capital 
markets and corporate sector competi ti ve, incenti vize corporati zati on, and ensure progressive 
development of corporate enti ti es. Most of the suggested amendments, however, were not 
accommodated by FBR this year due to resource constraints. 

4.7 Internal and External Communicati ons Wing

The Internal & External Communicati ons wing has conducted a number of acti viti es during 
the year. The main thrust of these acti viti es has been to streamline the internal and external 
communicati on processes of the Commission, improve the insti tuti on’s public image and raise 
awareness among the key stakeholders about the role and functi oning of the Commission. 
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Likewise, eff ecti ve steps were also taken to streamline the publicati ons of the Commission. 

4.7.1 Journalists Training Workshop

The Internal & External Communicati ons wing designed a training program for journalists in key 
citi es of Pakistan. The fi rst training was held in Islamabad on February 28, 2009. It was a well 
att ended event and journalists from all major news organizati ons and TV channels parti cipated 
therein. 

Presentati ons were given on areas such as Securiti es Market, NBFC, REITs, Private Pension and  
Company Law. Journalists took keen interest in the presentati ons made by the senior offi  cers of 
the Commission, who later replied to questi ons asked by the parti cipants. 

The second workshop was held in Avari Hotel Karachi on March 7, 2009. In this workshop, 
the parti cipants also included prominent TV anchors of famous business shows besides print 
reporters and correspondents of news agencies. Chairman, Mr. Salman Ali Shaikh distributed 
certi fi cates among the parti cipants of the workshop.

4.7.2 Offi  cial Monthly Newslett er

A monthly newslett er, launched in May 2008, was conti nued ti ll 2009. In January 2009, a special 
annual issue of the newslett er was published. The newslett er has been a constant source of 
informati on disseminati on and benefi ti ng the internal as well as the external stakeholders. 

Journalists Training Workshop in progress at Crown Plaza Hotel in Islamabad

Journalists Training Workshop in progress at Avari Hotel in Karachi
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4.7.3 News Management System

To keep the Commission offi  cials updated on news, views and editorials appearing in nati onal 
and internati onal media about developments in capital markets, corporate sector and other 
affi  liated sectors, a News Management System has been developed with the technological 
support of IS&TD. This is an online system, which is advanced, effi  cient and user-friendly.

4.8 Informati on Resource Centre 

The small library in the Commission has been developed into a robust Informati on Resource 
Centre (IRC) which is a modern and improved form of a library. It provides online informati on 
about the bibliographic items and other reference services. 

 a) Print Resources

IRC has procured the print resources which includes; perti nent reference books, p eriodicals, 
newspapers and   annual/other research reports.

 b) Online Resources

 IRC has subscribed for online resources from the nati onal and internati onal organizati ons. Now 
online access is available to the Commission on following resources: Pakistan Law Site; Indlaw 
Communicati on Ltd; ACM Digital Library and HEC Digital Library (DL). 

4.8.1 Online Public Access Catalog

IRC has facility for the users to access the informati on about the books and journals through the 
Online Public Access Catalog (OPAC). Commission staff  can readily reserve/borrow and search 
the desired material from OPAC.

4.9 Future Plans

The following acti viti es are envisaged to be undertaken in the coming year:

 a) Internati onal Aff airs Wing

i) To be an Appendix A signatory to the IOSCO MMoU
ii) Complete SECP Self Assessment of IOSCO Objecti ves and Principles 
iii) Obtain EMC approval of the WG3 Report on the mandate
iv) Explore the possibility to enhance internati onal cooperati ve arrangements with 

Jordan, Malaysia and UAE
v) Implement mechanism under the existi ng cooperati ve mechanism/MoUs to 

achieve the objecti ves.
vi) Completi on of consultancies under World Bank’s IDF grant 
vii) Compliance with second tranche release conditi ons and completi on of on-going 

consultancies under the TA of Second Generati on of Capital Market Reforms 
Programme

viii) Explorati on and initi ati on of new projects with internati onal and multi lateral 
organizati ons, targeted as priority reform measures

ix) Implementati on of AML/CFT Regime within the regulatees
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 b) Internal and External Coordinati on Wing

i) Strengthen cooperati ve mechanism with the nati onal regulators such as SBP and 
NAB etc.

ii) Ensure effi  cient redressal of complaints by the Commission.

 c) Internal and External Communicati ons Wing

i) Development and restructuring of media strategy
ii) Establish network for prompt disseminati on of informati on for the investors
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COMPANY LAW DIVISION

6.0 Introducti on

Company Law Division (CLD) regulates, monitors and enforces laws perti nent to the corporate 
sector. In recent years, it has introduced necessary amendments in existi ng laws and enacted new 
laws to cater to the changing business needs and scenarios. CLD also undertakes monitoring and 
vigilance of the corporate sector to promote transparency, accountability and good corporate 
governance practi ces.

The Division is entrusted with the following functi ons:

• Administrati on and enforcement of the Companies Ordinance 1984 (the Ordinance) 
as well as other relevant laws, rules and regulati ons.

• Registrati on of companies through Commission’s fi eld offi  ces, the Company 
Registrati on Offi  ces (CROs) located in various citi es, i.e., Karachi, Lahore, Islamabad, 
Peshawar, Multan, Faisalabad, Quett a and Sukkur. 

• Regulati ng the statutory functi ons of companies and monitoring corporate 
compliance through examinati on of statutory returns and accounts for listed, 
unlisted as well as private companies.

• Ensuring compliance of listed, unlisted as well as private companies (except NBFC’s 
and Modarabas) with various corporate laws and regulati ons with the aim of 
protecti ng the interests of shareholders, creditors and other stakeholders.

6.1 Operati onal Structure

6.1.1 Structure

CLD operates with the following departments:

• Registrati on Department (RD)
• Enforcement Department (EnfD)

6.1.2 Management Team

Mr. Salman Ali Shaikh, Chairman oversees CLD. Mr. Tahir Mahmood Executi ve Director is 
incharge of the Enforcement Department, Mr. Muhammad Siddique Director is incharge of the 
Registrati on Department while Mr. Jawed Hussain is performing the responsibiliti es as Registrar 
of Companies and supervises the working of CROs. 

REGISTRATION DEPARTMENT

Offi  cers of Registrati on Department Registrati on Department
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6.2 Corporate Growth 

During FY 2008-09, 3,181 companies were registered. Total number of registered companies at 
the end of FY 2008-09 were 53,308, out of which 19,849 companies fi led their annual returns 
with the registrars concerned, implying a compliance rate of 43%. These fi gures include returns 
fi led by 3,283 companies under ‘Companies Regularizati on Scheme’ upto June 30, 2009.

6.2.1 Year Wise Growth

The year-wise incorporati on of companies since 1998-99 is refl ected below:

CRO Lahore CRO Islamabad
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6.2.2 Province Wise Distributi on of Companies

  

6.2.3 Associati on not-for-profi t under Secti on 42, Companies Limited by Guarantee 
under Secti on 43 and Trade Organizati ons

Presently, there are 697 associati ons not-for-profi t, companies limited by guarantee and trade 
organizati ons working in various fi elds such as commerce, art, science, religion, sports, social 
services and charity. The distributi on is shown in the fi gure below:

6.2.4 Foreign companies 

Foreign companies that are incorporated abroad and have established a place of business in 
Pakistan are contributi ng a lot towards the development of country’s economy. At the end of 
the FY, 769 foreign companies were operati ng in the country. Country Wise break up of foreign 
companies is shown below:

Punjab

NWFP

Sindh

Baluchistan

Islamabad Capital
Territory
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6.3 Performance Overview

The Commission has a strategy to facilitate an easy entry of the enti ti es into the corporate sector, 
as well as ensuring their conti nuous growth and development, for the benefi t of economy and 
public. In line with this strategy, the Commission achieved some remarkable targets in the 
development of corporate sector in the country during the FY 2008-09, parti cularly in the 
domain of registrati on of new companies, and also ensuring statutory compliance by registered 
companies, with legal and regulatory requirements. 

A signifi cant milestone has been achieved with the launch of eServices, in August, 2008. eServices 
facilitate availability of name, incorporati on of companies, other applicati ons i.e., change of 
name, change of company status etc, and fi ling of statutory returns. Enables the promoters and 
other offi  cers of companies to obtain these services online using the eServices portal, without 
visiti ng the offi  ces of the Commission.

Furthermore, scanning and archiving of documents project, is almost at completi on stage at 
CROs, which enables a speedy and transparent paperless environment. 

With the view to further strengthen regulatory environment, signifi cant measures were taken 
including promulgati on of Group Companies Registrati on Regulati ons, 2008, Companies Cost 
Accounti ng Records (General) Order, 2008 for fi ve industries, and amendments in the First 
Schedule and the Sixth Schedule to the Ordinance. 

In order to facilitate the defaulter companies in fi ling their overdue returns and accounts and 
to encourage corporate compliance, an amnesty scheme namely ‘Companies Regularizati on 
Scheme” was launched from May 15, 2009.

The Commission also succeeded in its eff orts for aboliti on of stamp duty in the Islamabad Capital 
Territory, levied on the Memorandum and Arti cles of Associati on at the ti me of incorporati on of 
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a company.

6.3.1 Provision of eServices

The Commission achieved an important milestone on August 25, 2008 by launching eServices. 
eServices is designed to benefi t a wide range of stakeholders including the regulatees, promoters, 
practi ti oners, the regulator itself and the general public at large. It facilitates the functi ons of 
availability of company name, incorporati on of companies and fi ling of statutory returns through 
online system.

It enables the promoters and other offi  cers of the companies to interact online using eServices 
portal, without visiti ng the offi  ces of the Commission. It not only saves ti me and resources, but 
also increases effi  ciency, creates a paperless environment, promotes confi dence, facilitates the 
general public as well as the companies, and strengthens the country’s economy.

6.3.2 Scanning and Archiving Project

In order to support the eServices, all the physical record of companies maintained at CROs has 
been scanned (except Peshawar which is expected to be completed by the end of July 2009). 
About 15 million pages were scanned at CROs and HQ during this project. Some notable 
benefi ts of scanning and archiving are data security, paperless environment, quick retrieval, cost 
eff ecti veness, ti me saving and bett er performance.

6.3.3 Creati ng Awareness of eServices

(a) Pre & Post Launch Seminars on eServices

Pre & Post launch seminars were held in many citi es throughout the country including Karachi, 
Lahore, Islamabad, Faisalabad and Multan in collaborati on with professional bodies, i.e., 
respecti ve chambers, tax bar associati ons, ICAP and ICMAP, for creati ng awareness on online 
services and processes. Post launch workshops were also held at Lahore. Feedback from the 
seminars and workshops remained very encouraging. Stakeholders appreciated the eff orts of the 
Commission for embarking upon highly ambiti ous and practi cal e-Services and gave suggesti ons 
to further improve the project in line with the demands and requirements of the end users. 

(b) Other Promoti onal Acti viti es

In order to acquaint the potenti al users of eServices with the various faciliti es and services, 
extensive media campaign was launched in print and electronic media. Further, step-wise 
procedure/ guidelines on each process of eServices applicati on was made available on the 
Commission’s web-site.

6.3.4 Aboliti on of territorial jurisdicti on

In view of the abolishment of territorial jurisdicti on of the CROs made vide Finance Act 2007, a 
company can now be incorporated by any CRO irrespecti ve of its registered offi  ce.

6.3.5 Revision in fees structure facilitati ng online services

Sixth Schedule to the Ordinance, has been amended to revise the fees structure, whereby the 
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fees for online services have been set lower as compared to manual submission, with the view 
to facilitate online submission of documents by companies. 

6.3.6 Aboliti on of stamp duty in Islamabad Capital Territory (ICT)

During the FY 2008-09, with relentless eff orts of the departmental management and the CRO, 
Islamabad, the local administrati on of ICT abolished the stamp duty on the registrati on of 
Memorandum of Associati on, on the recommendati on of the Commission. This initi ati ve was 
taken in order to promote business acti viti es in Islamabad and adjoining region. All the provincial 
Governments i.e., Punjab, N.W.F.P, Sindh and Baluchistan have already abolished the stamp duty 
in previous years.

6.4 Development of Legal Framework

6.4.1 Companies Cost Accounti ng Records (General Order), 2008

With a view to have cost appraisal of the companies, to identi fy ineffi  ciencies in the producti on 
and increase profi tability and performance, cost accounti ng records were prescribed by 
the Commission, vide General Order dated 26 September, 2008, for companies engaged in 
manufacturing, producti on and processing of ferti lizer, thermal energy, petroleum refi ning, 
natural gas and polyester fi ber.

6.4.2 Group Companies Registrati on Regulati ons, 2008

The Commission promulgated the Group Companies Registrati on Regulati ons on December 31, 
2008 to provide a regulatory framework for the formati on of group companies. The Regulati ons 
were also aimed to empower the Commission to designate the group companies contemplati ng 
to avail group relief and group taxati on benefi ts from the Federal Board of Revenue (FBR) in 
terms of the provisions of Income Tax Ordinance, 2001.

However, on the basis of consultati on with stakeholders, a few provisions of the Regulati ons 
were found to have jurisdicti onal overlaps with those under the regulatory purview of FBR. Such 
provisions have been proposed to be amended so that both the corporate and tax regulators are 
able to eff ecti vely exercise their powers under their respecti ve jurisdicti ons.

6.4.3 Amendments in First Schedule to the Ordinance

First Schedule to the Ordinance containing the sets of Memorandum and Arti cles of Associati on for 
diff erent kinds of companies was amended, so as to bring it in conformity with the amendments 
in Secti ons 74, 158, 161, 233 and 248 of the Ordinance made through Finance Acts of 2007 and 
2008.

6.5 Regulatory Acti ons

6.5.1 Processing of applicati on for grant of license to Associati ons not-for-profi t under 
secti on 42

During the fi nancial year 2008-09, 23 licenses were issued to associati ons not-for-profi t under 
secti on 42, as compared to 52 licenses issued during last year. The Commission has undertaken 
radical measures to facilitate public in preparati on of applicati on for grant of license under 
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secti on 42 of the Ordinance and for ensuring quick disposal of these applicati ons. 

The Commission has made certain changes, in the conditi ons, for grant of license under secti on 
42 of the Ordinance. Signifi cantly, an Associati on not-for-profi t will now be allowed for the 
promoti on of a single object instead of multi ple objects.

It was observed that promoters of most of such associati ons apply for multi ple objects, ignoring 
the fact that they lack suffi  cient skills, experti se and resources for the att ainment of those 
multi ple objects. This practi ce leads to misuse of the resources in the associati on, and raise other 
issues of regulati on, as it becomes diffi  cult to account for the various acti viti es and funds spent 
on such pursuits may be improper. Keeping this in view, an associati on shall now be allowed for 
the promoti on of only one object falling within the ambit of secti on 42 of the Ordinance.

Furthermore, other important conditi ons have also been added in the policy for licensing these 
associati ons, to enhance credibility and transparency including the following:

• no fund shall be received by associati ons otherwise than through proper banking 
channels, i.e., through crossed cheque, pay order, bank draft , etc;

• contributi on of a reasonable amount not less than Rs. 200,000 as start up  donati on 
by each subscriber;

• the limit of minimum liability of members shall not be less than Rs. 100,000; 
• income and any profi ts shall be applied only towards its objects;
• license is granted for a defi nite period of fi ve years that will be renewed for further 

term of fi ve years , aft er evaluati ng the past performance of the associati on;
• a detailed report with regard to the performance of the associati on during the 

preceding four years, duly evaluated and certi fi ed by Pakistan Centre for Philanthropy, 
is required to be submitt ed for renewal of the license by the associati on.

6.5.2 Amalgamati ons and Mergers of Companies

During the year, the Commission submitt ed oral and writt en representati ons in respect of 12 
cases of amalgamati on in the Courts. The courts approved the amalgamati on in respect of the 
following cases:

1. Innovati ve Energy Limited into Motorway CNG Operator Company Limited
2. Al Shafi  Steel (Pvt.) Ltd into Itt efaq Sons (Pvt.) Ltd
3. Nishat Apparel Ltd into Nishat Mills Ltd.
4. Jubilee Energy (Pvt.) Ltd into Jubilee Spinning & Weaving Mills Ltd
5. Automoti ve Batt ery Limited into Exide Pakistan Limited
6. Pfi zer Laboratories Limited into Parke Davis & Company Limited
7. Network Leasing Corporati on of Pakistan Limited into KASB Bank Limited
8. Merck Sharp and Dome Limited into OBS Pakistan Limited
9. Allied Rental Services (Private) Limited into Allied Engineering and Services Limited
10. J.P. Morgan Pakistan Limited into J.P. Morgan Pakistan (Private) Limited
11. Ghani Holding (Pvt.) Limited into Javedan Cement Limited
12 Abbas Holding (Private) Limited into Javedan Cement Limited

6.5.3 Approvals and Permissions

The Ordinance contains a number of provisions that require companies to obtain prior approval 
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of the Commission or the Registrar before taking a parti cular acti on. A large number of 
applicati ons were received during the year and aft er considerati on of the circumstances of each 
case, necessary approvals were accorded in the cases listed in Table 7.

6.5.4 Capital Issues

(a) Issues of shares other than rights

During the year under review, one company sought approval to issue shares other than rights 
to the existi ng shareholders and was accordingly allowed to issue shares amounti ng to Rs. 250 
million. 

(b) Issue of preference shares

During the year under review, 15 companies were allowed to issue preference shares, with 
varied rights and privileges amounti ng to Rs 2,095.76 million.  

6.6 Monitoring and Enforcement

6.6.1 Investi gati ons into aff airs of companies

During the year, the Commission received and processed ten applicati ons under secti on 263 
of the Ordinance for investi gati on of aff airs of the companies not being managed properly in 
accordance with the law.

6.6.2 Adjudicati on of cases under the Ordinance

During the year, the Registrar of Companies and the CROs adjudicated 1,139 cases of violati on 
of various provisions of the Ordinance Puniti ve acti ons were taken against errant companies.

6.6.3 Examinati on of Annual Accounts of non-listed public companies and Associati ons 
not-for-profi t

Annual accounts of 753 non-listed public companies and associati ons not-for-profi t were 
examined during the period. Necessary acti on was undertaken against the errant companies. 
Show cause noti ces, warning noti ces and explanati on lett ers were issued to 577 companies for 
non-compliance with the statutory requirements, while 176 accounts were found in order.

6.6.4 Dissoluti on of Companies

RD disposed off  953 cases of dissoluti on of companies. Of these, 16 companies wound up 
voluntarily, 3 companies were compulsorily liquidated under Court Orders and 934 companies 
were struck off  from the register under secti on 439 of the Ordinance. The dissolved companies 
had a cumulati ve paid up capital of Rs. 856.78 million.

6.6.5 Investors’ grievances against companies

During the period, the RD received 107 complaints from diff erent stakeholders. Of these, 92 
complaints were disposed off  during the year while 15 complaints were in process at the close 
of the year.
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The complaints mainly pertained to issues relati ng to deprivati on of rights issue, non-
payment of dividend, mismanagement, non-holding of AGM or improper holding of meeti ngs, 
misappropriati on, non-registrati on of transfer of shares, non-issue of share certi fi cates, non 
-receipt of noti ces, improper electi on of directors and non-receipt of annual accounts.

6.6.6 Cost analysis

Cost analysis of the cement and sugar industries, through extracti on of material informati on from 
the cost auditors’ reports of the companies, were undertaken. A joint exercise was conducted 
with the Enforcement Department so that the data of listed companies could be summarized 
with that of unlisted and private companies. The summarized analysis was also shared with the 
relevant ministries and government departments, for whom the costi ng and pricing mechanism 
of the specifi ed industries would be meaningful for analyti cal purposes.

6.7 Promoti on of Compliance

6.7.1 Facilitati on extended in fi ling of annual returns and annual accounts

The Commission provided facilitati on on the due dates of fi ling of annual returns and annual 
accounts. Facility for collecti on of these documents was also provided at the Chambers of 
Commerce and Industry, in the citi es of Rawalpindi, Sialkot, Gujranwala, Gujrat and Hyderabad, 
apart from the Commission’s eight CROs. Adverti sements, public noti ces and press releases for 
creati ng awareness were also issued.

This initi ati ve was undertaken by the Commission to facilitate companies in ti mely fi ling of 
returns and to accelerate the rate of corporate compliance in the country.

6.7.2 Monthly Visit to Hyderabad Chamber of Commerce

An offi  cial from CRO Karachi monthly visits the Hyderabad Chamber of Commerce in order 
to provide informati on to the investors and the general public as well as to enable company 
incorporati on and  collecti on of statutory returns.

6.7.3 Adverti sing campaign against Unauthorized/Illegal Businesses and to improve 
statutory compliance

Like previous years, an adverti sing campaign was undertaken to improve statutory compliance 
as well as to make the business community and general public aware of unauthorized/ illegal 
business acti viti es.

During the year, joint adverti sements/ public noti ces were published in collaborati on with SBP, on 
illegal real estate businesses/ MLM/ Pyramid acti viti es. Further adverti sements were published 
on fi ling of annual returns and Companies Regularizati on Scheme.  

6.8 Facilitati on Measures and other Developmental Acti viti es

6.8.1 Establishment of Facilitati on Centers at Company Registrati on Offi  ce, Multan and 
Faisalabad

In order to provide expediti ous services to the corporate sector and the general public, 
facilitati on centers were established at CROs Multan and Faisalabad. 
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6.8.2 Re-launching of Companies Regularizati on Scheme (CRS)

An amnesty scheme, ‘Companies Regularizati on Scheme’, was re-launched by the Commission, 
to give relief to those companies, which have in the past, defaulted in fi ling of various statutory 
returns under the Ordinance. The scheme enables fi ling of overdue returns on payment of only 
normal fi ling fees and provides complete waiver of additi onal late fi ling fees and penalti es. The 
scheme was applicable on all types of companies other than listed companies.

The scheme was initi ally launched for 45 days from May 15, 2009 to June 30, 2009. During this 
period, the scheme received an overwhelming response from the corporate sector and a total of 
3,283 companies availed this opportunity and fi led 13,485 returns. 

Keeping in view the encouraging response received from the corporate sector, the scheme has 
been further extended upto July 31, 2009.

Response of Companies Regularizati on Scheme upto 30.06.2009

Name of CRO No. of companies availed CRS No. of returns fi led
Lahore 1,034 4,401
Karachi 1,245 4,826
Islamabad 448 1,999
Multan 135 715
Peshawar 200 719
Faisalabad 100 426
Quett a 107 338
Sukkur 14 61
Total 3,283 13,485

6.8.3 Placement of Standardized Memorandum of Associati on on Commission’s web-
site

To facilitate registrati on of companies, standardized memorandum of associati ons for 31 
sectors were already available on the Commission’s web-site.  During this period, standardized 
memorandum of associati on for 11 new sectors were developed and placed on the web site. 
These sectors include plasti c products, T.V. channels, furniture, mining and quarrying, sports 
goods, health care, trading, ferti lizers, carpets and rugs, food and beverages, printi ng and 
publishing sector.

6.8.4 Updated Name Availability Guide

The name availability guide placed on web-site has been updated. This guide is intended for those 
persons who are desirous of forming a company, to help them in understanding the process of 
choosing an appropriate name for their company in order to save ti me and eff orts. The guide 
contains list of prohibited words and complete online and offl  ine step wise procedures.

6.8.5 Revision of policy regarding prohibited words

Policy relati ng to prohibited words in the names of companies was reviewed and unnecessary 
restricti ons were removed. Revised policy was placed on the website.
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6.8.6 Monitoring of disposal of applicati on within the prescribed ti me frame

Monitoring secti on was established at the HO to ensure the disposal of applicati ons within the 
ti me frame provided under the CRO Regulati ons.

6.9 Future Plans

6.9.1 Development of Legal Framework

(a) Draft  Associati ons not-for-profi t (Licensing and Corporate Governance) 
Regulati ons

 
Draft  Regulati ons for associati ons not-for-profi t would be fi nalized and noti fi ed, which contain 
the regulatory framework, requirements and specifi cally the provisions of the Code of Corporate 
Governance proposed to be applicable on the associati ons not for profi t.

(b) Draft  Public Sector Companies (Corporate Governance) Regulati ons

Regulati ons would be fi nalized to extend the provisions of the Code of Corporate Governance to 
public sector (state-owned) companies. 

(c) Amendments in the Second Schedule to the Ordinance

Amendments would be fi nalized in Part II of the Second Schedule to the Ordinance, relati ng to 
form of Statement in Lieu of Prospectus, to simplify its requirements. 

(d) Amendments in Companies (General Provisions and Forms) Rules, 1985

Amendments in Companies (General Provisions and Forms) Rules, 1985, would be fi nalized 
to remove the practi cal diffi  culti es faced in eServices regime as well to make the online fi ling 
mandatory for certain class of companies in a phased manner.

(e) Amendments in Single Member Companies Rules, 2003

Amendments in Single Member Companies Rules, 2003 would be fi nalized to simplify the 
procedures for Single Member Companies.

(f) Amendments in Companies Registrati on Offi  ce Regulati ons 2003

The Companies Registrati on Offi  ce Regulati ons, 2003 would be updated to customize its various 
provisions in line with the eServices regime, including online registrati on of companies and other 
functi ons performed by the concerned registrars.

6.9.2 Enhancing the use of Technology

(a) eServices Project

To further facilitate the companies as well as the CROs in the eServices regime, the following 
acti viti es will be undertaken:
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• Online Payment System

Online payment system would be made available to expedite the processing of applicati ons.

• Electronic Inspecti on of Records

To facilitate the public in inspecti ng the records/documents submitt ed by the companies an 
electronic inspecti on of records system would be implemented. 

• Foreign Companies Module

A separate module for recording the returns of Foreign Companies would be implemented.

• Module for Miscellaneous Items

Miscellaneous items with or without Challan module for the functi ons for which the processes 
were not developed in eServices (CROs as well as HO), will be developed.

• Role of e-intermediary in eServices

The concept will be studied by the Registrati on Department and implemented if possible. 

• Standard Operati ng Procedures

Standard operati ng procedures for all the processes in the eServices regime will be developed.

(b) Shift ing of record of dead companies to CRO Islamabad and its scanning

According to the plan, record of all the dead companies of all the CROs shall be transferred to 
CRO Islamabad. Aft er scruti ny, record of all the companies dissolved earlier than three years will 
be scanned and destroyed as per policy. 

(c) Interface to link archived version and the documents att ached in eServices 

Presently documents are viewed in two separate interfaces. One is for the documents scanned 
through eServices and other is for the archived documents scanned through scanning and 
archiving project. In order to locate any parti cular document both the interfaces are searched 
separately. To save ti me both the interfaces will be linked together, to view documents through 
single channel.

(d) Modifi cati on of all the modules for adjudicati on of delays in case of  acceptance 
and not in case of rejecti on

 
Separate module will be developed for the adjudicati on matt ers.

(e) Placement of templates in respect of cases not acknowledged

The possibility of placement of standard templates against all the processes, at issue resoluti on 
stage shall be explored in respect of all cases not acknowledged.
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(f) Data Sharing

Eff orts would be conti nued for sharing of informati on /data with FBR and other agencies including 
NADRA to develop a nati onal data pool of corporate sector.

(g) Improvement of the Diary system

The diary system of CRCS shall be reviewed, for additi on of remaining functi ons, to improve the 
effi  ciency and reporti ng requirements.

6.9.3 Quality Assurance

The ISO 9001:2008 certi fi cati on will be obtained for the CROs of Karachi, Lahore and Islamabad. 
The certi fi cati on would achieve the following objecti ves:

• Enhance the image of Commission in its service delivery;
• Improve the quality of existi ng processes and services to the public; and
• Increase public sati sfacti on through removal of defi ciencies/ gaps in service delivery

6.9.4 Capacity Building

Training needs of the offi  cers/ staff  of Registrati on Department and the CROs would be identi fi ed 
and adequate training would be imparted to the offi  cers and staff  as an on-going process. In- 
house training sessions shall be conducted by CRO incharge(s).

6.9.5 Public Facilitati on

(a) Launching of facilitati on schemes

• Companies Easy Exit Scheme

Aft er completi on of Companies Regularizati on Scheme, the Companies Easy Exit Scheme will be 
launched, to provide an opportunity to the dormant companies to get their names struck off  
from the register of the companies.

• Fast Track Registrati on

Idea of launching a scheme for fast track registrati on would be analyzed. This scheme will enable 
registrati on of a company on fast track basis. 

(b) Publicati on of Guide Booklets

In order to facilitate the corporate sector and to create public awareness on various statutory 
matt ers, the Commission launched a series of guide booklets. 

During FY 2009-10, revision of following existi ng guides shall be made:

• Promoters’ Guide in English, Urdu, Chinese and Arabic
• Single Member Company Guide
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The following new booklets shall be published:

• Complaint lodging and redressal
• Meeti ngs and resoluti ons of a company
• Change of a company name
• Filing of statutory returns
• Board meeti ngs and resoluti ons
• Transfer and transmission of shares
• Allotment of shares
• Auditors’ guide

(c) Seminars on eServices and Corporati zati on

Awareness seminars on eServices and corporate legal status will be conti nued and arranged in 
diff erent citi es.

(d) Media Campaign

Public awareness noti ces will conti nue to be issued in newspapers on annual returns fi ling, 
schemes launched by the Commission and illegal business acti viti es.

(e) Standardized Memorandum of Associati on

Standardized Memorandum of Associati on for remaining sectors shall be developed and placed 
on the Commission’s web site for public facilitati on.
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ENFORCEMENT DEPARTMENT

6.10 Performance Review

During the year, Enforcement Department (EnfD) maintained its focus on improving the 
compliance level of listed corporate sector with the statutory provisions. The regulatory and 
enforcement acti ons were aimed at preventi ng unauthorized inter-corporate fi nancing, 
irregulariti es relati ng to employees’ provident fund accounts and non-compliance of other 
statutory provisions. 

EnfD reviews fi nancial statements to ensure that these were prepared in accordance with the 
prescribed fi nancial reporti ng framework. Compliance with corporate laws and Internati onal 
Financial Reporti ng Standards (IFRS) by listed companies has shown improvement as a result of 
vigilance and stringent corporate discipline enforced by the department.

6.11 Regulatory Acti ons

6.11.1 Approval for Placement of Quarterly Accounts on Websites of Companies 

To have the informati on readily available and promote virtual presence, the listed companies 
were allowed/facilitated to place their quarterly accounts on their websites instead of 
transmitti  ng these by post to the shareholders, subject to an undertaking to supply the copies of 
the quarterly accounts to the shareholders on demand at their registered addresses, free of cost 
within one week of such demand.

During the year 20 companies were granted permission in additi on to 225 companies already 
permitt ed in previous years to place their quarterly accounts on their websites instead of 
circulati on by post to the members. 

6.11.2 Approval for Appointment of Cost Auditors

During the year, 60 applicati ons for the appointment of cost auditors were approved under 
the cost accounti ng record orders in respect of vegetable ghee, cooking oil, cement and sugar 
industries. 

6.11.3 Capital Issues (Listed Companies)

Companies can raise further capital by way of right and/or bonus issues without the approval of 

Enforcement DepartmentOffi  cers of Enforcement Department with ED Mr. Tahir Mehmood
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the Commission. However, if companies want to issue rights shares more than once in a year or 
want to raise their capital without the off er of right shares, they have to obtain permission from 
the Commission. During the year, the department received 23 applicati ons seeking approval 
of the Commission for issue of capital and relaxati on from the requirements of the Companies 
(Issue of Capital) Rules 1996. Out of which 19 companies were allowed to raise capital amounti ng 
to Rs. 45.533 billion. Applicati ons received for approval were disposed off  as follows:

• Issue of Shares without Right

Ten applicati ons were received from companies requesti ng to allow them to issue shares 
otherwise than rights to the existi ng shareholders. Seven applicati ons were disposed off  by 
allowing the companies to issue shares worth Rs.878.634 million against conversion of loans 
from the sponsors. Whereas in one case the company was not allowed to issue shares, otherwise 
than right to its associated company as the proposed scheme of arrangement was not found to 
be in the interest of shareholders and two companies were advised to comply with the relevant 
regulatory requirements in order to proceed further with their applicati ons.

• Issue of Preference Shares

Three listed companies were given approval to issue preference shares to raise their total 
capital amounti ng to Rs.7.693 billion. Two of the companies proposed to issue the said shares to 
sponsors and strategic investors while one company proposed to issue the said shares to their 
existi ng share holders by way of right. 

• Relaxati on of Rules

Ten applicati ons were received from listed companies regarding relaxati on from the requirements 
of the Companies (Issue of Capital) Rules, 1996. The Commission aft er comprehensive 
examinati on and keeping in view the circumstance of cases relaxed the requirements of law 
for nine companies enabling them to raise capital worth Rs. 36.961 billion whereas in one case, 
informati on provided by the company was defi cient which has been called.

6.11.4 Applicati ons for Extension in Time for Holding of Annual General Meeti ng (AGM)

During the year, 36 listed companies applied for extension in ti me for holding of AGMs, out of 
which 30 companies were allowed extension whereas 6 applicati ons were rejected for diff erent 
reasons.

6.11.5 Approval for Holding of AGM at Places other than the Registered Offi  ce

During the year, 5 companies applied for approval for holding of AGMs in towns other than those 
where their registered offi  ces were situated. Out of which approval were granted to 4 companies 
having regard to justi fi cati on provided whereas 1 applicati on was rejected.

6.11.6 Approval for Loans to Directors

During the year, 6 applicati ons for approval of the grant of loans to directors of the companies 
for the purpose of acquisiti on of land, house and hiring/leasing of living accommodati on were 
received. Approvals were granted in all cases.
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6.11.7 Approval for Grant of Exempti on from Att aching of Consolidated Financial 
Statements

During the year, 2 companies submitt ed applicati ons for grant of exempti on from att aching 
consolidated fi nancial statements. Approvals were granted to both the companies as the 
requests were justi fi ed.

6.12 Monitoring and Enforcement Acti ons

During the year, fi nancial statements of the listed companies were reviewed and 197 companies 
were asked to provide explanati ons with regard to the various observati ons made during the 
review and cognizance of the default was taken on the various issues. 

6.12.1 Investi gati ons into the Aff airs of Companies

During the year, 2 cases of investi gati on were dealt with. Proceedings against a company were 
initi ated on receipt of applicati ons from members of a company having voti ng rights of more 
than 10% in the company while in the other case, on-site inspecti on under secti on 231 of the 
Ordinance was conducted to fi nd out the nature of transacti ons relati ng to acquisiti on of a sugar 
plant by a texti le company and provision of funds to the affi  liated company for acquisiti on of 
another sugar plant. While inspecti ng the books and papers of the company the modaliti es of 
the transacti ons were unearthed, and their impact on the fi nancial health of the company was 
evaluated. An order of investi gati on under secti on 263 of the Ordinance was passed on the 
basis of inspecti on report under secti on 231 of the Ordinance. The directors fi led review peti ti on 
in the matt er of order for investi gati on. The appeal for review was rejected and order under 
secti on 263 of the Ordinance was upheld. Investi gati on was carried out and violati on of law was 
noted. The investi gati on report under secti on 269 of the Ordinance was concluded and a fi ne 
of Rs.2.9 million was imposed on the directors which was deposited by all the seven directors. 
The case was closed on conclusion of investi gati on report. Proceedings in the other matt er of 
investi gati on were in process of fi nalizati on.

6.12.2 Acti ons against Auditors

Examinati on of accounts revealed that in certain cases auditors failed to discharge their duti es 
and responsibiliti es in as much as the reports issued by the auditors failed to bring out material 
facts about the aff airs of companies or they expressed unqualifi ed or inappropriate audit opinion. 

During the year, an aggregate fi ne of Rs.325,000 was imposed on partners of 4 audit fi rms while 
in 4 cases warnings were issued. However, proceedings in 11 cases were in process of fi nalizati on.

6.12.3 Inspecti ons

The books of account and books & papers of every company are open to inspecti on by the 
registrar or by any offi  cer authorized by the Commission in this behalf. 

During the year, inspecti on in the matt er of 12 companies were ordered on account of non-
holding of AGM, failing to hold electi on of directors, failing to conduct audit of the company, 
auditor’s failure to verify assets of the company, misrepresentati on of amount of paid-up capital 
by a company to CDC, misuse of company funds, unusual transacti on with associated concerns, 
qualifi cati ons of auditors and disclaimer of opinion given by auditors on books of accounts. As 
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a result of inspecti ons, further proceedings under various provisions of the Ordinance were 
initi ated against non-compliant companies. 

6.12.4 Irregulariti es in Provident Fund

The Ordinance requires companies to deposit the employees’ and employers’ contributi on to 
provident fund in a separate account and has prescribed the instruments in which such funds 
may be invested. 

During the year, a fi ne of Rs.72,500 was imposed on chief executi ves of 7 companies while in 4 
cases warnings were issued. However, proceeding in 1 case was in the process of fi nalizati on.

6.12.5 Irregulariti es in Uti lizati on of Amount of Security Deposits received from Dealers

No company, offi  cer or agent of a company, shall receive or uti lize any money received as security 
or deposit, except in accordance with a contract in writi ng, and all moneys so received shall be 
kept or deposited by the company or the offi  cer or agent concerned, as the case may be, in a 
special account with a scheduled bank. 

During the year, an aggregate penalty of Rs.10,000 was imposed on the chief executi ves of 2 
companies while in 3 cases warnings were issued.

6.12.6 Inter-Corporate Financing

Eff orts under the Ordinance were geared up to deter unlawful inter-corporate fi nancing in 
violati on of secti on 208 of the Ordinance. Necessary steps were taken in order to  curb the 
misuse of company funds, unauthorized investments by companies in associated undertakings, 
non-receipt of trade debt and non-charging of any interest on the amount advanced to the 
associated companies.

During the year, an aggregate penalty of Rs.6.85 million was imposed on directors of 9 companies 
while in 4 cases warnings were issued. However, proceedings in 15 cases were in the process of 
fi nalizati on.

6.12.7 Disposal or Leasing out of Company’s undertaking without Shareholders’ 
Approval

The directors of a public company or of a subsidiary of a public company are not allowed under 
the law to sell, lease or otherwise dispose of the undertakings or a sizeable part thereof unless 
the main business of the company comprises of such selling or leasing except with the consent 
of the general meeti ng either specifi cally or by way of an authorizati on. 

During the year, a penalty of Rs.7.355 million was imposed on directors of 8 companies while in 
2 cases warnings were issued. However, proceedings against 10 companies were in process of 
fi nalizati on.

6.12.8 Making of False/Incorrect Statements in Documents

Whoever in any return, report, certi fi cate, balance sheet, profi t and loss account, income and 
expenditure account, prospectus, off er of shares, books of accounts, applicati on, informati on or 
explanati on required by or for the purposes of any of the provisions of the Ordinance or pursuant 
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to an order or directi on given under the Ordinance makes a statement which is false or incorrect 
in any material parti cular, or omits any material fact knowing it to be material, is punishable.

In a case, misstatement was observed regarding conversion of raw material of the company into 
work–in-process while on inspecti on under Secti on 231 of the Ordinance it was noti ced that 
huge quanti ty of raw material was lying at the factory premises. A penalty of Rs.2.1 million was 
imposed on chief executi ve and directors of the company. In another case, a misstatement was 
revealed regarding issuance of right shares. It was observed that the company had reported 
an increase in its share capital whereas right shares were not fully subscribed and no share 
capital was issued there against. A penalty  of Rs.1.96 million was imposed as a result of default. 
Moreover, an aggregate penalty of Rs.1.96 million was imposed on directors of 2 companies 
whereas in 3 cases warnings were issued. However, proceedings against 10 companies were in 
process of fi nalizati on.

6.12.9 Withholding of Company Property

During the year, a fi ne of Rs.10,000 was imposed on director of a company who was collecti ng 
the rental amount of the company property in his own name and was keeping it un-disclosed in 
the accounts of the company. He was advised to rescind said agreement in his name and make a 
fresh agreement in the name of company with due approval of shareholders.

6.12.10 Surplus arising out of Revaluati on of Fixed Assets

Where a company revalues its fi xed assets, the increase in, or sums added by 
writi ng-up of, the value of such assets as appearing in the books of accounts of the company are 
transferred to an account to be called “Surplus on Revaluati on of Fixed Assets Accounts” and 
shown in the balance-sheet of the company aft er Capital and Reserves. 

During the year, 3 cases of default were dealt with. In a case warning was issued whereas 
proceedings against 2 companies were in process of fi nalizati on.

6.12.11 Improper Issue, Circulati on or Publicati on of Balance-Sheet or Profi t and Loss 
Account

If any copy of a balance-sheet is issued, circulated or published without there being annexed or 
att ached thereto, as the case may be, a copy each of (i) the profi t and loss account or income 
and expenditure account (ii) any accounts, reports, notes or statements referred therein, (iii) the 
auditor’s report and (iv) the director’s report, the company and every offi  cer of the company 
who is knowingly and willfully in default are punishable with fi ne which may extend to Rs. 5,000. 

During the year, a penalty of Rs.5,000 was imposed on chief executi ve of a company while in 
another case warning was issued. However, proceedings against 2 companies were in process of 
fi nalizati on.

6.12.12 Grant of Loans to Directors by Companies

During the year, proceedings against a company was initi ated observing that it has granted loan 
to its chief executi ve without approval of the Commission and failed to fi le parti culars with 
the concerned Registrar. However, warning was issued in the matt er and directed to ensure 
implementati on of laws, rules, regulati ons in their true lett er and spirit.
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6.12.13 Qualifi cati ons of Company Secretary and Appointment of independent Share 
Registrar

During the year, 10 cases of defaults were dealt with wherein companies had made appointment 
of company secretaries whose qualifi cati on did not match with those prescribed under the law 
and failed to appoint independent share registrar possessing such qualifi cati ons as specifi ed 
by the Commission. A penalty of Rs.45,000 was imposed on chief executi ves and directors of 
2 companies while in 2 cases warnings were issued. However, proceedings initi ated against 6 
companies were in the process of fi nalizati on.

6.12.14 Non-circulati on of Increase in Chief Executi ve’s Remunerati on in the Directors’ 
Report  

During the year, a penalty of Rs.5,000 was imposed on the chief executi ve of a company while in 
7 cases warnings were issued. However, proceedings initi ated against 6 companies were in the 
process of fi nalizati on.

6.12.15 Non-disclosure of Informati on in Case of Special Business

During the year, 200 noti ces of special business were examined. In 14 cases, vital informati on 
was found defi cient/absent in noti ces of Annual General Meeti ngs (“AGM”) and Extraordinary 
General Meeti ngs (“EOGM”). 14 companies were directed to circulate relevant informati on to 
the shareholders by way of addendum to the noti ces earlier issued. An aggregate penalty of 
Rs.145,000 was imposed on directors of 4 companies while in 3 cases warnings were issued. 
However, proceedings against 4 companies were in the process of fi nalizati on.

6.12.16 Non-circulati on of Quarterly Accounts

A total of 1,694 quarterly accounts of listed companies were due to be fi led during the year. As 
many as 1,346 such accounts were fi led exhibiti ng 79 percent compliance rate. 

During the year, an aggregate penalty of Rs.2.725 millon was imposed on directors in 21 cases 
while in 8 cases warnings were issued. However, proceedings in 39 cases were in the process of 
fi nalizati on.

6.12.17 Non-holding of AGM

During the year, an aggregate penalty of Rs.550,000 was imposed on directors of 6 companies for 
failure to hold AGMs and late holding of AGMs  while in 4 cases warnings were issued. However, 
proceedings in 14 cases were in the process of fi nalizati on.

6.12.18 Non-publicati on of Noti ces of EOGM and AGM in Nati onal Daily’s

In additi on to the requirement to issue noti ces of AGM and EOGM, noti ces are also required to 
be published in at least one issue each of a daily newspaper in English and Urdu language having 
circulati on in the Province in which the stock exchange on which the company is listed. 

A penalty of Rs.10,000 was imposed on chief executi ve of a company  for non-compliance of the 
aforesaid requirements whereas warnings were issued in 8 cases. However, proceedings in 4 
cases were in the process of fi nalizati on.
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6.12.19 Directi on of the Commission for Holding of Annual General Meeti ng (AGM)

During the year, 13 companies were given directi on by the Commission to hold overdue AGMs.

6.12.20 Penalty for Default in Complying with the Directi ons of the Commission for 
Holding of AGM

During the year, a penalty of Rs.29,000 was imposed on chief executi ve of a company for non-
compliance with the directi on of the Commission for holding of AGM whereas, in another case 
warning was issued. However, proceedings in 3 cases were in the process of fi nalizati on. 

6.12.21 Non- Holding of Electi on of Directors within Prescribed Period

A penalty of Rs.5,000 was imposed on chief executi ve of a company who failed to express in 
noti ce of EOGM to the members the number of fi xed elected directors, and also failed to express 
in the noti ce received by the company from the reti ring directors of their intenti on to off er 
themselves for electi on. The management of the company also failed to transmit noti ce to 
members while in 2 cases warnings were issued. However, proceedings in 5 cases were in the 
process of fi nalizati on. 

6.12.22 Quorum for a Meeti ng of Directors of a Listed Company

The quorum for a meeti ng of directors of a listed company shall not be less than 
one-third of their number or four, whichever is greater and the directors of a public company are 
required to meet at least once in each quarter of a year. 

During the year, a penalty of Rs.79,000 was imposed on directors of 3 companies for committi  ng 
the default while in 2 cases warnings were issued. However, proceedings in 2 cases were in the 
process of fi nalizati on.

6.12.23 Restricti on on Director’s Remunerati on

The remunerati on of a director for performing extra services, including the holding of the offi  ce of 
chairman, shall be determined by the directors of the company in general meeti ng in accordance 
with the provisions in the company’s arti cles. A penalty of Rs.20,000 was imposed on the chief 
executi ve and a director of the company.

6.12.24 Non-Compliance with Directi ves of the Commission

Where any directi ve is given or order is issued by the Court, the offi  cer of the Commission, the 
Registrar or the Federal Government under any provision of the Ordinance, non-compliance 
within the period specifi ed in such directi on / order is punishable, in additi on to any other 
liability with fi ne. 

During the year, an aggregate penalty of Rs.485,000 was imposed on directors of 4 companies 
while proceedings in 5 cases were in process of fi nalizati on.

6.12.25 Enforcing Compliance with Provisions of Ordinance

During the year, the department, aft er observing diff erent defaults, issued directi ons and noti ces 
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to 25 companies to make good of the defaults by complying with the requirements of law. The 
defaults included among others non-preparati on of annual accounts in accordance with the 
accounti ng framework, not addressing the observati on of auditors, non-disclosure of material 
facts in the noti ces of AGMs and EOGMs, failure to maintain the fi xed assets register, non-
provisioning of doubtf ul trade debts and non-sett lement of long term liabiliti es and failure to 
obtain approval of the Commission for entering into the distributi on agreement for appointment 
of an exclusive distributi on agent of the company. 

6.12.26 Dividend to be Paid only out of Profi ts

No dividend shall be paid by a company otherwise than out of profi ts of the company. A fi ne of 
Rs.100,000 was imposed on the chief executi ve of the company whereas proceedings in another 
case were in process of fi nalizati on.

6.12.27 Issue of Bonus Shares by Listed Companies

During the year, proceedings were initi ated against 2 companies for failure to comply with the 
requirements of the Companies (Issue of Capital) Rules, 1996 for issue of bonus shares  and the 
same were in process of fi nalizati on.

6.12.28 Non-Compliance of Provisions of Law while Deciding to Increase Capital of a 
Company

During the year, a fi ne of Rs.1 million was imposed on the chief executi ve of a company for 
issuance of ordinary shares under employees stock opti on scheme without approval of the 
Commission whereas proceedings in another case was in process of fi nalizati on.

6.12.29 Ineligibility of Certain Persons to become Director of a Listed Company

No person is eligible for appointment as a director of a company if he is engaged in the business 
of brokerage, or is a spouse of such person or is a sponsor, director or offi  cer of a corporate 
brokerage house. 

During the year, proceedings against 34 persons were initi ated who have disregarded the 
provisions of the Ordinance. Out of which warnings were issued to 17 persons for non-
compliance of the aforesaid provisions of law while proceedings against 17 persons were in 
process of fi nalizati on.

6.12.30 Submission of Additi onal Statements of Accounts and Reports on Directi ve of the 
Commission

During the year, an aggregate penalty of Rs.40,000 were imposed on chief executi ves and 
company secretaries of 4 companies for non-compliance of directi ves of the Commission while 
warnings were issued in 2 cases. However, proceedings in 1 case was in process of fi nalizati on.

6.12.31 Acti ons under Listed Companies (Substanti al Acquisiti on of Voti ng Shares and 
Takeovers) Ordinance 2002 (The “Takeover Ordinance”)

The Takeovers Ordinance creates a regime which ensures fair and transparent takeover of the 
listed companies. The Takeover Ordinance in conjuncti on with Listed Companies (Substanti al 
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Acquisiti on of Voti ng Shares and Takeovers) Regulati ons 2008 (the “Takeover Regulati ons 2008”) 
provides for an equivalent and fair opportunity to the investors to acquire the substanti al 
voti ng rights of the listed companies simultaneously safeguarding the rights of the minority 
shareholders. During the year, public announcement of intenti on/off er by various Acquirers 
under the Takeover Ordinance were made in 6 cases. The detail of these public announcement 
of intenti on/off er are att ached (Table-20). A number of cases were indenti fi ed and appropriate 
acti ons were taken.

During the year, a fi ne of Rs.11.6 million were imposed in 6 cases. However, proceedings in 5 
cases were underway at the end of the year.

6.12.32 Late Submission of Applicati ons for Appointment of Cost Auditors and Cost Audit 
Reports

During the year, a penalty of Rs.68,000 was imposed on directors of 4 companies for non-
compliance with the provisions of the Companies (Audit of Cost Accounts) Rules, 1998 whereas 
warnings were issued in 4 cases. However, proceedings in 3 cases were in process of fi nalizati on.

6.12.33 Non-provision of informati on in the cost audit report required under the 
Companies (Audit of Cost Accounts) Rules, 1998

During the year, proceedings were initi ated against 2 companies and a cost auditor for failure 
to submit detail of overheads, full informati on and explanati on on reservati on made by cost 
auditors and reconciliati on of the cost accounts with the audited fi nancial accounts. Proceedings 
in all these 3 cases were in process of fi nalizati on.

6.12.34 Winding-up of Companies

During the year, nine cases were dealt with wherein the concerned registrars had sought 
sancti ons of the Commission for fi ling of winding up peti ti ons in the respecti ve High Courts 
against companies which had defaulted in holding two consecuti ve AGMs or had suspended 
business for more than one year. In 4 cases, concerned registrars have been authorized to fi le 
peti ti ons in the respecti ve Hon’ble High Courts for winding up of these companies. However, 
proceedings against 5 companies were in the process of fi nalizati on. 

6.12.35 Investors’ grievances against companies

During the year, the department resolved 1140 complaints out of 1195 whereas comments on 
remaining 55 complaints were sought from the concerned companies. The complaints were 
mainly related to non-receipt of dividend warrants, non-encashment of dividend warrants, 
delay/non-transfer of shares and issue of duplicate shares, non-receipt of annual and interim 
accounts and wrongful deducti on of Zakat, other miscellaneous complaints relati ng to the non-
holding of AGM, non-circulati on of noti ce of meeti ng etc. 

Moreover, proceedings were initi ated against 4 companies which failed to transfer the shares 
and failed to issue the bonus. Out of these, 2 companies were directed to resolve the complaints, 
1 company complied with the directi on and resolved the complaint whereas other has fi led an 
appeal before the Appellate Bench. However, proceedings against 2 companies were in process 
of fi nalizati on.
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6.13 Development of Regulatory Framework

6.13.1 Amendments in Listed Companies (Substanti al Acquisiti on of Voti ng Shares and 
Takeovers) Regulati ons, 2008

The department revisited the Takeover Regulati ons aft er receiving feedback from the stakeholders 
that these were investor unfriendly and served a deterrent to investment in the capital markets. 
Amendments vide noti fi cati on dated June 23, 2009, in the Takeover Regulati ons were made 
subsequent to a detailed study of takeover regimes in other jurisdicti ons. The amendments are 
aimed at reviving the nati onal economy, facilitati ng rehabilitati on of sick units and creati ng an 
investment friendly climate. 

6.14 Future Plans

Enforcement deparment is focused towards conti nuing the process of reforms, however, there 
is room for vast improvements. The following areas need to be worked on as part of the Annual 
Work Plan for 2009-10. 

6.14.1 Empowering the shareholders and promoti ng the Code of Corporate Governance 
(CCG)

The CCG is a useful tool to channel the shareholders through empowering and educati ng them. 
Greater enforceability of CCG in the ensuing year will be another step forward toward shareholders 
empowerment. Moreover, a help desk can also support facilitati on to the shareholders in this 
regard. 

6.14.2 Proacti ve Enforcement 

To make the enforcement functi on truly eff ecti ve the focus needs to be shift ed towards pre-
empti ve acti ons as compared to post-event compliance. The department has been conducti ng 
in-house investi gati ons uti lizing the resources available within EnfD to ensure free and result-
oriented investi gati ons under secti on 263 and 265 of the Ordinance. Limited scope investi gati ons 
having a shorter durati on under secti on 231 of the Ordinance have also been undertaken to 
identi fy the cause of problems and malpracti ces by the listed companies. In order to achieve this 
goal it would be useful to target the following areas:

• Enhancing the skills of the offi  cers/staff  working in EnfD through conti nued trainings, 
inducti on of new blood and exposure to the environment within which the listed 
companies operate.

• Informati on technology provides new opportuniti es to increase the effi  ciency and 
eff ecti veness of EnfD. Development of suitable databases and systems would ensure 
availability of crucial informati on on a real-ti me basis.

• Research oriented acti viti es need to be initi ated to stay one step ahead of the 
corporate sector and the elements therein which have a leaning towards perpetrati ng 
white collar crimes.

6.14.3 Working to enhance the profi ciency of the Auditors’ output

It is a well defi ned functi on that the auditors perform in the modern free market system, 
however, any errors of omission and commission, made by the auditors of a company, result 
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in the informati on being distorted which yields sub-opti mal performance of the markets 
and increased asymmetries of informati on. This can lead to a vicious spiral, which breeds an 
environment conducive for abuse by various stakeholders’ of their duti es/roles, to the detriment 
of the corporate sector and the shareholders at large. Focusing on this important pillar implies 
greater interacti on with the auditors, seeking frequent feedback and keeping periodic checks 
on their responsibiliti es thereby creati ng greater emphasis on their role. This will not only 
improve their performance but will also be helpful to establish eff ecti ve enforcement of laws 
and accounti ng standards. 
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SECURITIES MARKET DIVISION

7.1 Introducti on 

Securiti es Market Division (SMD) is entrusted with the objecti ves to develop and promote a fair, 
transparent and modern capital market in Pakistan, protect investors through a robust regulatory 
framework, effi  cient enforcement program and facilitate capital formati on.

SMD is committ ed to accomplish its objecti ves by insti tuti ng eff ecti ve regulati on and bringing in 
reforms to ensure fair and transparent market, ascertain eff ecti ve risk management and promote 
good governance to strengthen investors confi dence. SMD regulates the primary and secondary 
market acti viti es, as well as market intermediaries with the objecti ve of protecti ng investors 
through registrati on, surveillance, investi gati on, enforcement, compliance and rule making. SMD 
processes and grants approvals of prospectuses for public off erings and performs the oversight 
functi on for monitoring the working and acti viti es of stock exchanges, commodity exchange and 
other capital market insti tuti ons like Central Depository Company, Nati onal Clearing Company 
and credit rati ng companies.

7.2 Operati onal Structure

7.2.1 Structure

SMD is divided into following wings:

• Stock Exchanges Wing
• Monitoring and Surveillance and Benefi cial Ownership Wing
• Capital Issues Wing
• Brokers Registrati on and Investor Complaints Wing

7.2.2 Management Team

Mr. Muhammad Sohail Dayala, Commissioner, oversees SMD. Mr. Akif Saeed, Executi ve Director, 
is heading SMD team which consists of various professionals including chartered accountants, 
fi nancial analysts, management accountants and business graduates. 

Securiti es Market DivisionOffi  cers of Securiti es Market Division with ED Mr. Akif Saeed
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7.3 Capital Market Overview

The benchmark KSE 100 Index experienced a downslide throughout FY 2009. On the onset of 
the fi scal year, KSE 100 index slithered due to numerous factors including world-wide economic 
recession, depreciati on in Pak Rupee, appreciati on of prices of oil and metal, and increase in 
infl ati on in the months to follow. The falling trend in PKR/USD parity and ti ghtening of monetary 
policy had put the pressure on stock markets leading to capital fl ight. As a result of depreciati on of 
the local currency, foreign investors kept withdrawing their investments from our local markets. 
As the liquidity in the stock market dried up, the downslide conti nued.

With six consecuti ve negati ve sessions, the KSE 100 index had declined by 23.3% by August 26, 
2008 since the beginning of the fi scal year, which translated into a decline of 2,859 points. Till 
August 26, 2008, a total of Rs.833.99 billion (USD 10.96 billion) were eroded from the Market 
Capitalizati on since July 2008. Keeping in view the conti nuous downslide, all three bourses in 
Pakistan decided to ‘fl oor’ the price level on August 27, 2008.

In discussion with the representati ve of bourses, SECP directed the stock exchanges to remove 
the fl oor from December 15, 2008. On December 31, 2008, the KSE 100 Index closed at a level 
of 5,865.01 points. The downward movement of the Index conti nued in year 2009 with KSE 100 
declining to the lowest level of 4,815 points on January 26, 2009, eroding Rs. 2,233.31 billion 
from the market capitalizati on since the beginning of fi scal year. Thereon, KSE 100 Index started 
an upward drive to att ain a level of 7,902 points on April 20, 2009.

By the close of FY2009, the KSE 100 Index declined by 41.7% percent on year-on-year basis and 
closed at 7,162 points on June 30, 2009. Market capitalizati on of the KSE declined by 43.86% to 
Rs.2,120.65 billion (USD 26.51 billion).

Figure 1: KSE-100 Index and Daily Turnover at KSE (July 2008 - June 2009)
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Figure 2: KSE Market Capitalizati on and Daily Traded Value (July 2008 - June 2009)

7.4 Development of Laws and Regulati ons

Entrusted with the task of developing a robust, dynamic and effi  cient capital market, the 
SMD through various initi ati ves aimed at ensuring greater transparency, augmenti ng the risk 
management capabiliti es at the stock exchanges and improving price discovery and trade 
sett lement mechanisms, introduced several reform measures to overcome the unique challenges 
posed to the Pakistani capital market during the period under review and restore investor 
confi dence in the aft ermath of the global fi nancial crisis.  

The Commission in pursuance of its mandate to develop a fair, effi  cient and transparent regulatory 
framework, based on internati onal legal standards, has been approving amendments in the 
regulatory framework of the capital markets in consultati on with the relevant stakeholders. 

During the period under review, a number of amendments were approved by the Commission 
which includes the following:

7.4.1 Amendments in Listi ng Regulati ons

• In order to ensure that accounts presented to the Audit Committ ee and the Board of 
Directors are reviewed/ audited by the external auditor for enhanced transparency 
and to bring the provisions of the Code of Corporate Governance in line with the 
Companies Ordinance, 1984 amendments were approved by the Commission in the 
Listi ng Regulati ons of the Exchanges in August 2008. 

• Further, amendments were also approved in the CCG to consolidate all requirements 
relati ng to provision of material informati on by the listed companies/ issuer of listed 
companies and to remove any duplicati on of the same within the Regulati ons. 

• In light of the recommendati ons of the task force jointly consti tuted by the SECP 
and the Federal Board of Revenue, amendments pertaining to Transfer Pricing in 
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the Listi ng Regulati ons were approved for the stock exchanges in the fi rst quarter 
of 2009.

• In May 2009, various amendments pertaining to enhancement/ rati onalizati on of 
fees and penalti es being imposed by the Exchanges; establishment of Defaulters’ 
Segment and Non-Compliant Segment in place of Defaulters’ Counter were 
approved by the Commission. The introducti on of the said segments provide for a 
mechanism to the Stock Exchanges for eff ecti vely addressing irregulariti es/ defaults 
committ ed by the listed companies in relati on to requirements laid down in the 
Listi ng Regulati ons of the Exchanges. 

7.4.2 Amendments in Regulati ons Governing Risk Management

• In August 2008, approval was accorded to amendments in these Regulati ons of LSE 
and ISE pursuant to the launch of the CFS Mk-II in these markets, and to bring them 
in line with the Regulati ons of KSE.

• In order to strengthen risk management at the stock exchanges level, the Commission, 
in the last quarter of 2008, approved certain amendments in the Risk Management 
provisions of the stock exchanges in relati on to VAR based margins, form of exposure 
margins, Mark-to-Market Losses and special margins and revised positi on limits in 
Deliverable Futures Market. 

• Amendments in regulati ons restoring the Bid/Off er Mechanism for determinati on of 
closing price were carried out in fi rst and second quarter of 2009.  The amendments 
restored the said mechanism for closing price to ensure price adjustment and 
normalize trading acti viti es in all scrips. 

• For improved risk management the Commission in February 2009, approved 
amendments in the Risk Management Regulati ons of KSE for collecti on of margins 
in cash in derivati ve markets. The same were approved for LSE and ISE in May 2009.  

• In June 2009, amendments were approved for KSE allowing uti lizati on of basic deposits 
as exposure margins to facilitate the members, in light of the recommendati ons of 
the CFS Mk-II Review Committ ee. 

• Amendments were approved for KSE in May 2009, relati ng to Net Capital Balance 
Certi fi cate and introducti on of Pre-Sett lement Delivery Mechanism in the Markets. 
These amendments will enhance the risk management at the exchanges by requiring 
the members to submit Net Capital Balance Certi fi cate to the Exchange biannually 
certi fi ed by an auditor selected from the panel of auditors specifi ed by the Exchange 
and facilitate the members by reducing the member wise margin requirement in 
case of pre sett lement delivery.

7.4.3 Amendments in Regulati ons governing System Audit of Brokers

In order to harmonize Regulati ons governing System Audit of Brokers and to bring them in line 
with the provisions of the General Regulati ons of the exchanges, amendments were approved 
by the Commission in relati on with trading by employees of brokerage houses for KSE in January 
2009 and for LSE and ISE in May 2009.

Along with the above menti oned amendments, additi onal amendments pertaining to prohibiti on 
of In-House Badla, UIN verifi cati on and compliance with Internet Trading Guidelines were also 
approved for LSE and ISE, which had earlier been approved for KSE. These amendments serve 
to broaden the scope of audit of the brokers and thereby provide for more eff ecti ve compliance 
mechanism. 
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7.4.4 Amendments in Unifi ed Trading System Regulati ons

In February 2009, the Commission granted approval to amendments in the Unifi ed Trading 
System Regulati ons of LSE and ISE, to cater for the need for meeti ng any clearing shortf alls 
from the existi ng Members’ Contributi on Fund. These amendments also enforce disti nguished 
parameters needed to meet the clearing defaults of the members of the respecti ve exchanges, 
in view of the diff erence in the magnitudes of the respecti ve fund sizes of LSE and ISE.

7.4.5 Amendments in General Regulati ons

• In order to ensure improved transparency to miti gate chances of market abuse, the 
Commission approved amendments pertaining to trading by employees of brokerage 
houses in the General Regulati ons of KSE in November 2008. These amendments 
require employees of brokerage house to trade only through their own brokerage 
houses and ensure maintenance of a database by the exchange containing details of 
all brokerage houses’ employees. Similar amendments in regulati ons were approved 
by the Commission for LSE and ISE later in June 2009.

• For expediti ous resoluti on of investors’ claims against members and for an eff ecti ve 
arbitrati on procedure, amendments were approved for KSE in June 2009 and are 
in process of approval for LSE, thereby giving the exchanges powers to waive off  
arbitrati on fee on case to case basis and to verify genuineness of investors’ claims 
by inspecti ng books and records of any Member.

7.4.6 Amendments in Regulati ons governing Short Selling 

With a view to prevent market abuse and enforce stringent penalti es in case of violati on of 
Regulati ons governing Short Selling by a member/ investor, amendments were approved by 
the Commission in these Regulati ons for the stock exchanges in May 2009. Additi onally these 
amendments now empower the Exchange to temporarily suspend short selling with prior 
approval of the Commission.

7.4.7 Amendments in the Regulatory Framework of LSE and ISE

In order to ensure that stock exchanges operate under a harmonized and uniform set of rules and 
regulati ons, a comprehensive exercise was carried out by the Commission whereby numerous 
amendments were approved in Regulati ons of LSE and ISE in December 2008. 

7.4.8 Amendments in the CDC Regulati ons 

During the period under review, approvals were granted for various amendments in CDC 
Regulati ons to ensure conti nuous reforms in the regulatory framework. These included approval 
for amendments relati ng to prohibiti on of street name securiti es, restricti on on transfer of 
securiti es through free delivery in CDS, and revocati on of securiti es etc.

7.4.9 Amendments pursuant to disconti nuati on of CFS Mk-II and Deliverable Futures 
Market

Necessary amendments were carried out in the NCCPL Regulati ons, 2003, the CDC Regulati ons 
and Regulati ons governing Deliverable Futures Contract Market of the stock exchanges for 
harmonizati on purposes pursuant to the disconti nuati on of the Deliverable Futures Contract 
Market and the CFS Mk-II Market. 
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7.5 Development of New Products and Systems

7.5.1 Introducti on of CDC Standardized Sub-Account Opening Form 

The stock market situati on in 2008 highlighted issues of unauthorized pledge of clients’ securiti es 
by a number of brokers/ CDC parti cipants during the period of the fl oor and subsequent to 
restorati on of the market operati ons.  A number of instances were noted where the CDC 
parti cipants misused the book-entry securiti es entered into the sub-accounts, taking advantage 
of the terms and conditi ons contained in their respecti ve CDC sub-account opening forms.

To address this undesirable situati on, the Commission formed a Committ ee comprising of 
relevant stakeholders to introduce a standardized Sub-Account Opening Form (SAOF) for opening 
of sub-accounts at CDC. Aft er extensive consultati on with all major stakeholders including the 
State Bank of Pakistan, Pakistan Banking Associati on, Stock Exchanges, NCCPL and CDC, the 
Commission directed the implementati on of the SAOF for all new accounts eff ecti ve June 15, 
2009 whereas all existi ng operati ng accounts were to be brought in line with the SAOF ti ll 
December 31, 2009. The SAOF not only brings in more clarity and transparency with regards to 
the rights and obligati ons of the parti cipant and the sub-account holders but also seeks to cater 
to the need of strengthening Know Your Customer (KYC) procedures in the capital market in line 
with best practi ces under the AML regime.

7.5.2 Introducti on of new NCEL Contracts

During the year under review, the Nati onal Commodity Exchange Limited (NCEL), which is 
Pakistan’s fi rst electronic commoditi es futures exchange, renewed its product portf olio to cater 
for the hedging and speculati ve needs of various target groups. The new products range is 
largely dominated by Gold Commodity; however the products contain diff erent specifi cati ons 
to att ract interests of various investor groups. With a view to provide diversifi ed investment 
opportuniti es for the capital market players, the Commission, during the period under review, 
accorded approval for listi ng of following products on the NCEL: 

• NCEL 3 Months KIBOR Futures Contract
• NCEL Weekly 100 gm Futures Contract  
• NCEL 10  Tola Futures Contract  
• NCEL Weekly IRRI-6 Rice Futures Contract  
• NCEL 100 Tola Futures Contract  
• NCEL One Kilo Tola Futures Contract
• NCEL 50  Tola Futures Contract 

7.6 Issue of Capital

SMD deals with the approval of prospectuses and off er for sale documents for public off er of 
securiti es. It also processes matt ers regarding issuance of commercial papers, registrati on of 
SPVs, Employees Stock Opti on Schemes, applicati ons for relaxati on from requirements relati ng 
to the public off ering of securiti es and matt ers regarding making of fi cti ti ous applicati ons and 
submission of multi ple applicati ons by a single applicant for subscripti on of shares.

During the year under review, 4 companies issued or off ered shares to the public as compared 
to 08 in FY2008. New capital of Rs. 3.311 billion was listed in FY2009 as compared to Rs. 19.927 
billion in FY2008. Similarly, 3 companies issued debt instruments, i.e. TFCs to the public, as 
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compared to 7 in the preceding year. TFCs of Rs 10.100 billion were listed during FY2009 as 
compared to Rs 22.500 billion in FY2008. For details refer to Table 1 & 2.
 
Table-1  EQUITY (2008-09) 
  (Rupees in Million)

S.No
Name of 
Company

Sector
Total Paid-
up Capital         

Already 
Paid-up 
Capital

Capital 
Off ered 

(IPO) 

Premium 
per share 

(Rs.)

Capital 
off ered with 

premium          

Subscripti on 
Received 

against IPO  

Over/ (under) 
subscribed % 

1
First Credit & 
Investment 
Bank Ltd.

Inv. Banks/ Inv. 
Co’s/ Sec. Co’s

650.000 400.000 250.000 0.000 250.000 19.480 -92.21%

2

Arif Habib 
Investment 
Management                            
(Off er for Sale)

Inv. Banks/ Inv. 
Co’s/ Sec. Co’s

300.000 300.000 75.000 115.000 937.500 1,028.230 9.68%

3
Descon 
Oxychem Ltd.

Chemicals 1,020.000 695.000 325.000 0.000 325.000 347.215 6.84%

4
Media Times 
Ltd.

Tech. & Comm. 1,341.382 1,004.782 336.600 0.000 336.60 3.275 -99.03%

TOTAL  3,311.382 2,399.782 986.600 1849.100 1,398.200

Table-2   TFCs (2008-09)
(Rupees in Million)

Year Name of Company
Subscripti on 

Date

Total Amount Off ered Subscripti on Received
 

Green 
Shoe 

Opti on

Amount 
Retained

Pre-IPO IPO Total Pre-IPO IPO Total

2008-09

1
Trust Investment 
Bank Ltd.

02-04 July 
2008

450.000 150.000 600.000 450.000 33.680 483.680  N.A 600.000

2
WorldCall 
Telecomm Ltd. (2nd 
Issue)

06-07 October 
2008

3,000.000 1,000.000 4,000.000 3,000.000 16.290 3,016.290 N.A 3,837.690

3

Pakistan Mobile 
Communicati ons 
Ltd. (Mobilink) 2nd 
Issue

27-28 Oct, 
2008

4,250.000 1,250.000 5,500.000 4,250.000 6.970 4,256.970
up to 

Rs.167 
million

4,256.970

3  TOTAL  7,700.000 2,400.000 10,100.000 7,700.000 56.940 7,756.940  8,694.660

 (a) Share Capital

Of the 4 equity issues during FY 2009, 3 were fresh through which 91.16 million ordinary shares 
amounti ng to Rs. 911.600 million were off ered to the general public. Out of 3, 1 issue was 
oversubscribed, whereas, 2 issues were undersubscribed.
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FIGURE 3: Number of Equity Issues to Public during the FYs 1998–2009

(b) Redeemable Capital

During the year under review, 3 companies made public off er of TFCs involving an aggregate 
amount of Rs. 10.100 billion. An amount of Rs. 8.695 billion was raised of which Rs. 7.700 billion 
was through private placement and Rs. 0.057 billion was from the general public, while remaining 
was taken up by the underwriters. All these 3 TFC issues were undersubscribed. Out of the total 
amount of Rs.103.843 billion, raised since 1995 through listed TFCs, an amount of Rs.64.146 
billion is outstanding as on June 30, 2009.

FIGUER 4: TFC Issues Floated During the FYs 1996 – 2009
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(c) Secti on 18A of Securiti es and Exchange Ordinance, 1969

During the year under review, 149 cases of submission of 302 fi cti ti ous or multi ple applicati ons 
for subscripti on of shares of companies in violati on of Secti on 18A of the Securiti es and Exchange 
Ordinance, 1969 were reported in 4 Public Off erings. During the year under review 2,191 orders 
in respect of 4,296 applicati ons were passed and aft er being proved as fi cti ti ous/ multi ple, 
subscripti on money from 3,032 applicati ons amounti ng to Rs.51.207 million was confi scated.

(d) Investor Awareness

During IPOs of shares of various companies, individual investors submit fi cti ti ous and multi ple 
applicati ons in complete disregard to the provisions of Secti on 18A of the Securiti es and Exchange 
Ordinance, 1969, which prohibits submission of fi cti ti ous and more than one applicati on by 
same person. For awareness of the general public, the Commission has conti nued awareness 
campaign in this regard. This campaign includes publicati on of Warning Noti ces (both in Urdu 
and English Language) in all the leading newspapers at the ti me of initi al public off ering of shares. 
The said warning noti ces are also issued to all the bankers to the issue for placement of the same 
on prominent places of the branches of the Banks.

(e) Issue of Securiti es outside Pakistan

During the year under review, the Commission allowed 1 company to issue and list Global 
Depository Receipts (GDRs) outside Pakistan under Secti on 62A of the Ordinance. The detail of 
the said issue is given below:

S. No. Name of Company Nature of Security Size

1
Kot Addu Power 

Company Ltd.
Global Depository 
Receipts (GDRs)

Up to 248.2 million shares 
(28.2%8 of the paid-up capital of Rs. 8.802 

billion.)

(f) Employees Stock Opti on Scheme

Employees Stock Opti ons are used not only to reward employees but also as retenti on tools, 
building up long term loyalty of employees to their workplace. To reward performance, encourage 
producti vity and increase employees’ involvement, companies in Pakistan have increasingly 
started off ering stock opti ons to their employees. The Stock Opti on Schemes are approved by 
the Commission under the “Public Companies (Employees Stock Opti on Scheme) Rules, 1999”. 
During the year under review, SECP approved 6 Schemes in respect of Systems Limited, Netsol 
Technologies Limited, Avenceon Limited (Formerly Engro Innovati ve Automati on Limited), Engro 
Energy Limited,  Engro Polymer & Chemicals Limited and Engro Foods Limited.

7.7 Registrati on of Brokers and Agents

Brokers and Agents are required to be registered with the Commission under the Brokers and 
Agents Registrati on Rules, 2001. 

7.7.1 Brokers 

At the end of fi nancial year 2009, total number of brokerage houses registered with the 



Securities and Exchange Commission of Pakistan

74

A
N

N
U

A
L 

RE
PO

RT
 2

00
9

SECURITIES MARKET DIVISION

Commission stood at 321 as compared to 316 at the end of the last fi nancial year. Four individual 
brokerage houses of the stock exchanges converted their status into corporate enti ti es during 
2008-2009. Upon conversion from individual to corporate enti ti es, their licenses as broker were 
converted from individual to corporate. 

Tabel 3: Status-wise detail of registered brokers is given below: 

Details Corporate Brokers Individual Brokers Total Brokers

As of 30-06-2008 284 32 316

Cancel (9) (4) (13)

Additi on 18 18

As of 30-06-2009 293 28 321

Table 4: Stock Exchange-wise categorizati on of corporate and individual brokers is as follows: -

Stock Exchange Corporate Brokers Individuals Total Brokers

KSE 167 9 176

LSE 77 17 94

ISE 49 2 51

Total 293 28 321

KSE had 55% of the total brokers registered with the Commission as compared to 29% of LSE and 
16% of ISE.

7.7.2 Agents 

The stati sti cs with respect to certi fi cates granted to agents as of June 30, 2009 are presented in 
the table below.

Table 5:

Stock 
Exchange

Number of  Agents 
as on 30.06.2008

Additi on During 
the Year

Cancellati on/ 
Surrender  of 
Registrati on

Number of 
Agents as on 
30.06.2009

KSE 481 95 86 490

LSE 190 32 50 172

ISE 26 6 1 31

Total 697 133 137 693

Compliance with the requirements of the Brokers and Agents Registrati on Rules, 2001 was 
ensured and appropriate puniti ve measures were taken in cases of violati ons. 

7.7.3 Nati onal Commodity Exchange Limited (NCEL) - Memberships

NCEL brokers are registered under the Commodity Exchange and Futures Contract Rules, 
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2005. Till date, 283 members have been registered with NCEL as members. During the year 
under review, rising business at NCEL moti vated number of members to get them registered 
with the Commission under Rule 12 of Commodity Exchange and Futures Contract Rules, 2005. 
Accordingly, a total of 14 members were registered enable them to trade at NCEL, aft er taking 
these into account total number of members registered with the Commission are 74.

7.7.4 Investor Complaints 

Quick redressal of investor complaints and grievances is an important instrument in restoring 
investor confi dence. The Commission, as an apex regulator of the capital markets, to get the 
investors protected from market abuse, employs various means and has framed various Rules 
and Regulati ons. The Investor Complaints wing at SECP works in close coordinati on with the 
stock exchanges for monitoring and investi gati ng any illegal practi ce of market intermediaries. 
In an eff ort to ensure investors’ protecti on, the Commission has provided the procedure for 
complaints handling in a guide book, “the Investors’ Guide for Lodging Complaints”, which is 
available on the Commissions offi  cial website and hard copies at the CROs.

Details of complaints handled by the Commission during the year are given in Table 3 & 4 below, 
albeit the data does not capture qualitati ve improvements in the disposal of complaints which 
has helped in preventi ng further abuses in the market.

Table 6: COMPARATIVE ANALYSIS OF COMPLAINTS RECEIVED AND DISPOSED OF AT EACH 
STOCK EXCHANGE

KSE LSE ISE TOTAL

No. of complaints brought forward from previous fi nancial year 67 83 13 163

New complaints/claims received during July 01, 2008 - June 30, 2009 368 74 09 451

Total complaints dealt with during July 01, 2008 - June 30, 2009 435 157 22 614

Complaints disposed off    (July 01, 2008 - June 30, 2009) 87 40 18 145

Complaints Outstanding as on June 30,  2009 348 117 4 469

Table 7: DETAIL ABOUT OUTSTANDING COMPLAINTS

KSE LSE ISE TOTAL

Complaints Against Five Suspended Brokerage Firms 206 0 0 206

Complaints Against Three Members Suspended/ Declared Defaulter 68 9 0 77

Pending with Stock Exchanges for decision by Arbitrators/ Appeal 
Committ ee

31 65 2 98

Pending With Members 35 17 1 53

Pending With Complainants 8 25 1 34

Pending with Commission 0 1 0 1

Total Complaints 348 117 4 469
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Although the General Regulati ons of the exchanges specify the course of acti on to be followed 
in disputes between brokers and investors, the Commission may directly take up the matt er, 
conduct investi gati ons and pass orders in the cases which fall under violati ons of sub-secti on 
6(d) & 6(g) Secti on 20 of the SECP Act. Further, issues of important nature with domino eff ect 
scenario requiring urgent acti on on the part of the Commission and/or issues where the stock 
exchanges are not competent to initi ate any acti on are also taken up in pursuance of Secti on 20 
of SECP Act.

7.8 Regulatory Acti ons

7.8.1 Acti on against Non- Compliant Brokers/ CDC Parti cipants

During the year a large number of complaints from investors were received in the Commission 
and KSE against various brokerage houses. These primarily pertained to non-transfer of shares 
from their sub-accounts. The members were directed to transfer the shares and balances in the 
investors’ accounts. Taking into considerati on that no concrete steps were taken by the brokers 
and they also failed to honour their commitments made with the investors, the Commission 
issued noti ces to the brokerage houses to provide them an opportunity of representati on. The 
brokerage houses failed to put forth any concrete ti me-bound acti on plans and take tangible 
measures for the resoluti on of outstanding investors’ claims. Therefore the Commission in the 
interest of the public at large and for the protecti on of small investors suspended registrati on 
of fi ve brokerage houses. Consequent to suspension of registrati on of the members of KSE, the 
Commission has also placed the names of the chief executi ve offi  cers and nominee directors of 
these brokerage houses on Exit Control List, as it was feared that in order to protect themselves 
from prosecuti on/penalty, they might try to leave the country. 

7.8.2 Free Delivery Transacti ons in CDS

In order to bring in more transparency in the operati ons of  capital markets, parti cularly in the 
process of transfers of securiti es through CDS, the Commission on September 09, 2008 issued 
instructi ons to the  CDC for the  introducti on of certain control measures, whereby only transfers 
representi ng market based transacti ons or other prescribed transfers aft er fulfi lling certain pre-
requisites were allowed. Subsequently, the CDC Regulati ons were also modifi ed to incorporate 
the said measures and processes.

7.9 Monitoring and Inspecti on

7.9.1 Market Monitoring and Surveillance 

An effi  cient surveillance functi on is integral to eff ecti ve regulati on, compliance and enforcement 
and development of fair and transparent market. By elevati ng the market surveillance functi on at 
the Commission with deployment of surveillance soft ware, the Commission is bett er resourced 
to fulfi ll its regulatory obligati ons. This is also evident from the numerous enforcement acti ons 
taken during the period under review.  In 7 diff erent cases for violati on of securiti es laws with 
special reference to short/blank selling, wash trades and frequent deleti on of orders, penalti es 
were imposed on members of the stock exchanges, where as in 9 instances warning lett ers 
were issued for possible violati ons of the securiti es laws. In additi on, several investi gati ons are 
underway into possible instances of price manipulati on and insider trading.
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7.9.2 Inspecti ons

The Commission declared as compulsory a system audit of the business aff airs of the brokerage 
houses to further improve broker’s compliance with the applicable securiti es laws, rules and 
regulati ons of the Commission and the exchanges. The Commission received audit reports 
relati ng to 131 brokers from the exchanges and observed that majority of reports showed full 
compliance by the brokers. Enforcement lett ers, highlighti ng the non compliance areas, were 
sent to the concerned stock exchanges for taking further acti on under the Regulati ons in respect 
of the brokers found non-compliant.

7.9.3 Benefi cial Ownership

To protect the interests of small shareholders and investors, the provisions of  Secti on 224 of  
the Companies Ordinance, 1984 prohibit directors, chief  executi ves, managing agents, chief  
accountants, and secretaries of  listed companies who are benefi cial owners of  any of  their 
equity securiti es, and every person who is directly or indirectly the benefi cial owner of  more 
than 10 percent of  such securiti es, from retaining the amount of  profi t made by them on 
account of  purchase and sale made within a period of  six months. In compliance with the said 
provisions of the Ordinance, these benefi cial owners are required to tender the said amount 
of gain to the issuer company and failing that, to the Commission. For the purpose of fi nding 
such cases where tenderable gain has accrued, the returns of benefi cial ownership, fi led in 
compliance with Secti on 222 of the Companies Ordinance, are examined. During the year under 
review, 2012 returns of benefi cial ownership were received.

Every listed company is required to fi le annual returns on Form-A, the prescribed additi onal 
informati on and a soft  copy of list of  its members. This helps correlati on of informati on.
The positi on of tenderable gain cases as of June 30, 2009 is summarized below:

Status No. of  Cases

Show Cause Noti ces issued and personal hearing conducted 03

Gain tendered in favour of the Commission 02

Gain tendered in favour of the Issuers companies 04

Proceeding dropped 01

Under process 04

7.10 Developmental Acti viti es

During the year under review, the Commission conti nued with its eff orts for development of a 
fair and effi  cient capital market, with an emphasis on bringing new products and systems with 
stakeholders’ consensus. A number of developmental acti viti es were undertaken, the most 
prominent of which are as follows:

7.10.1 Consti tuti on of the CFS Mk-II Review Committ ee  

In line with the global trend, increase in global infl ati on and excessive rise in oil prices, our 
stock markets showed an overall declining trend during the calendar year 2008. Coupled with 
the global scenario, our stock exchanges suff ered severe liquidity crunch and many brokerage 
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houses faced serious problems in payment of their dues towards the CFS Mk-II Market. In view of 
the same, the Commission in consultati on with the relevant stakeholders consti tuted a CFS Mk II 
Review Committ ee comprising representati ves from the three Stock Exchanges, NCCPL, MUFAP, 
PBA and senior securiti es market professionals/ stakeholders. The Committ ee was assigned the 
task of reviewing CFS MK-II in its enti rety and its role as a leverage product. Further the scope of 
the Committ ee extended to proposing measures for further strengthening of risk management of 
the product and recommending other leverage products in line with internati onal best practi ces. 

The Committ ee, aft er due deliberati ons, submitt ed its recommendati ons to the Commission for 
the disconti nuati on of  the CFS Mk-II and Deliverable Futures Contracts while encouraging  the 
Cash Sett led Futures, in the best interests of the capital markets in Pakistan. In additi on to the 
above, the Committ ee also put forth certain recommendati ons for strengthening the existi ng 
risk management at the stock exchanges’ level.

Accordingly, in light of the Committ ee’s recommendati ons, CFS Mk-II and Deliverable Futures 
Contracts were disconti nued with eff ect from April 08, 2009 whereas, the Commission is in the 
process of conti nuous collaborati on with all the stakeholders with regards to implementati on of 
other recommendati ons put forward by the said Committ ee.

7.10.2 Consti tuti on of Consultati ve Group on Capital Markets

On May 5, 2009, the Commission revived the Consultati ve Group on Capital Markets under the 
Chairmanship of Mr. Aft ab Ahmed Diwan, Chief Operati ng Offi  cer, CDC. The Group comprising 
representati ves from the stock exchanges, NCCPL, Banks, Mutual Funds, the Commission, and 
other capital market experts has been consti tuted to act as an independent think-tank for 
important policy decisions in relati on to the development of capital markets in Pakistan. 

The Group has been mandated to review internati onal best practi ces and suggest measures for 
the overall growth and development of capital markets parti cularly in the areas of new product 
development including alternati ve leverage products, debt capital market, new listi ngs, risk 
management and market monitoring and surveillance etc.

In June 2009, the Group submitt ed its fi rst report on “Margin Financing” with a view to cater 
for the fi nancing needs of the capital markets in an effi  cient and transparent manner. The 
Commission is in the process of inviti ng and analyzing stakeholder comments on the report 
before going ahead with the implementati on as a means to promote decision-making through 
stakeholder consensus.

7.10.3 Amendments in the Capital Issue Rules and Regulati ons for Buy Back of Shares

• In order to facilitate the issuer/off erers of securiti es, the existi ng Companies (Issue of 
Capital) Rules, 1996 have been reviewed and certain amendments have been proposed in 
light of suggesti ons received from certain stakeholders. The amended Rules will be noti fi ed 
aft er soliciti ng public opinion and approval of the competent authority. 

• A revised version of Regulati ons for Buy Back of Shares has been draft ed to allow companies 
to retain the repurchased shares as Treasury Stock. 
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7.10.4 Regulatory framework for issue of securiti es to Qualifi ed Insti tuti onal Buyers 
(QIBs) and Sophisti cated Investors (SIs)

The Commission is in the process of developing a regulatory framework for issue of corporate 
bonds and shares to QIBs and SIs, respecti vely. The proposed framework provides that corporate 
bonds and shares issued through private placements to QIBs and SIs may be listed on the stock 
exchanges, however, such securiti es cannot be off ered to general public and hence there 
will be no requirements for issue of prospectus or to obtain approval from the Commission. 
Issuers will only be required to issue an Informati on Memorandum and obtain approval of the 
stock exchange concerned for listi ng of such securiti es. This will help developing the corporate 
debt market in Pakistan and facilitate the companies to list their securiti es issued to QIBs and 
SIs through private placement. Greater supply of corporate bonds will lead to more effi  cient 
secondary market.

7.10.5 Reducti on in issuance cost through reducti on in the rates of stamp duty

Eff orts are being made to rati onalize the cost of issue of corporate bonds especially the cost 
relati ng to stamp duti es paid on issue and transfer of corporate bonds like TF, TFCs and CPs. 
With the concerted eff orts of the Commission and Ministry of Finance, the rates of stamp duty 
applicable in Islamabad Capital Territory on issuance and transfer of commercial papers and 
corporate bonds have been reduced in April 2008. The matt er for reducti on in rate of stamp 
duty in the provinces in line with the rates applicable in ICT is being taken up with provincial 
governments.

In order to assess the total market size of privately placed corporate debts and to make bett er 
planning for the development of the domesti c corporate debt market, the Commission vide 
Circular No. 27 of 2008 dated December 05, 2008 has made it mandatory for all the issuers of 
privately placed Corporate Debt Bonds outstanding at the date of the Circular and that are to be 
issued in future, to submit basic informati on about such issue.

7.10.6 Revision of Subscripti on forms for Shares and TFCs

The exiti ng forms for subscripti on of shares and TFCs were revised to cater for the diffi  culti es 
faced by the investors, the balloters to the issue and other stakeholders.

7.10.7 Pre-Ballot scruti ny to rule out multi ple applicati ons for shares subscripti on

In order to curtail the menace of making fi cti ti ous and multi ple applicati ons for subscripti on 
of shares, it has been decided that in all future issues of shares pre-ballot scruti ny shall be 
conducted.

7.11 Work in Progress

7.11.1 Demutualizati on

During the fi nancial year under review, the Commission made considerable progress towards 
promulgati on of the Stock Exchanges (Corporati zati on, Demutualizati on and Integrati on) Act, 
2008. The said Act was approved by the Nati onal Assembly Standing Committ ee on Finance, 
Revenue, Economic Aff airs and Stati sti cs in January 2009 and is expected to be placed for 
promulgati on in the upcoming sessions of the Nati onal Assembly.
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The Act provides for the conversion of the existi ng non-profi t, mutually owned stock exchanges 
to for-profi t enti ti es owned by the shareholders. The Act would not only enable conversion 
of a stock exchange limited by guarantee into one limited by shares but would also segregate 
ownership and trading rights. Hence demutualizati on will undoubtedly bring greater balance 
among interests of diff erent stakeholders in the corporate and governance structure of a stock 
exchange.

7.11.2 Margin Financing

In view of the need for alternate leverage products to cater for the fi nancing appeti te of the 
market aft er the disconti nuati on of CFS Mk-II and Deliverable Future Contracts, Margin Financing 
is being proposed in light of the recommendati ons of the Consultati ve Group on Capital Markets. 
Based on the principles of counterparty credit risk, whereby the lending terms are defi ned by the 
respecti ve parti es involved, this product will be available for both proprietary trade and clients 
of brokerage houses. Brokers would also be able to use their own funds to fi nance the Ready 
Market purchases of its clients in a transparent and disclosed manner. 

During the period under review, the Commission has been engaged in extensive stakeholder 
consultati on and analyzing the details of the proposed product.

7.11.3 Securiti es Lending and Borrowing Mechanism

The Commission has communicated its in-principle approval to the NCCPL for the development 
of a Securiti es Lending and Borrowing Mechanism. The said mechanism is aimed at further 
enhancing sett lement effi  ciency together with further hedging default risk. 

Securiti es borrowing and lending is an eff ecti ve mechanism by which dormant securiti es in an 
investor’s portf olio can be uti lized by another investor to create profi ts. It also provides soluti on 
to managing delivery failures and facilitates market parti cipants in short sales and dealing in 
deliverable future contracts.

7.11.4 Automati on of Transfer of Securiti es into CDS against Trades / Transacti ons 
Sett led Through NCS

In the recent past, there have been concerns over the level of authenti cati on and control 
deemed to be adequate for the purpose of preventi ng misuse, either deliberate or due to an 
error, in procedures governing the movements of book-entry securiti es in the CDS. Accordingly, 
in order to address these concerns, a Committ ee was consti tuted by the Commission comprising 
representati ves of CDC, NCCPL and KSE.  The Committ ee submitt ed its recommendati ons in 
relati on to an automated clearing & sett lement process whereby securiti es would move directly 
from sellers Sub-Account or House Account to buyers Sub-Account or House Account at the 
CDC. The Commission has circulated the proposal to all the stock exchanges for their feedback 
to ensure decision-making through stakeholder consensus.

7.11.5 Credit Rati ng Companies

Rati ngs represent an evaluati on of credit quality, conducted by independent fi nancial analyst 
fi rms.  Credit rati ngs and research can help investors assess marketplace value and degree of 
investment risk. Presently two Credit Rati ng companies are functi oning in Pakistan: PACRA and 
JCR-VIS Credit Rati ng Company Limited.
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Recent fi nancial crisis has brought the role of credit rati ng agencies under the spotlight. The 
Commission is engaging internati onal consultants, with the knowledge of credit rati ng agencies 
that would help the Commission in reviewing existi ng framework and business model against 
internati onal best practi ces. During the year under review, the credit rati ng companies issued 
rati ngs to 308 companies. 

7.12 Future Plans

7.12.1 Client-Level Margining Regime

In the current scenario, a defaulti ng broker, for fulfi lling his overall commitment to the exchange 
or clearing company, may pledge all the clients’ securiti es (whether authorized or not) to cover 
his shortf alls. This practi ce exposes the system to risks, depriving the clients from their holdings. 

To cater for this situati on, Client Level Margin System is being introduced. This system will 
ensure that all margin requirements against VaRs and Special Margins of each UIN would only 
be fulfi lled from respecti ve UIN-wise Securiti es /Cash deposit, and any defi cit of Margins from 
any UIN should be treated as failure by the broker even if excess margins are deposited by the 
broker through other UIN’s sub-accounts, thus essenti ally shift ing the focus of the system from 
broker-level to client-level.

7.12.2 Development of Primary Market

For the development of the primary market and to facilitate the issuers/off erers of securiti es 
SMD is taking various initi ati ves which are as follows:

• Rati onalizati on of documents submitt ed to the Commission and the exchanges along 
with applicati on for approval of prospectus.

• Review of the listi ng process to make it more simple and effi  cient.
• Standardizati on of the contents of the prospectus, abridged prospectus and 

adverti sement for issuance of securiti es.
• Revision of the Companies (Asset Backed Securiti zati on) Rules. 
• Standardizati on of the documents submitt ed along with applicati on to a stock 

exchange for listi ng and to the Commission for approval of prospectus.
• Formulati on of the guidelines for the structuring and issuance of Sukuks Certi fi cates.
• Formulati on of regulati ons for regulati ng the market makers.
• Formulati on of guidelines for issue of securiti es outside Pakistan; and
• Formulati on of guidelines for Employee Stock Opti on Schemes.
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8.1 Introducti on

Specialized Companies Division (SCD) strives to provide a conducive regulatory environment 
for the development and promoti on of a robust Non-Bank Financial (NBF) sector.  The major 
functi ons performed by SCD to foster growth and development of the NBF sector include: 
licensing, registrati on, regulati on, on-site inspecti on, off -site surveillance and enforcement. The 
underlying objecti ve is to safeguard the interests of the stakeholders while at the same ti me 
facilitate diversifi cati on and innovati on in products and services of NBF sector. 

8.2 Operati onal Structure

8.2.1 Structure

SDC’s primary responsibiliti es include licensing, monitoring and enforcement of NBF sector par-
ti cipants i.e. Non Banking Finance Companies, Mutual Funds, Modarabas, Real Estate Invest-
ment Trusts, Pension Funds, Private Equity Funds and Venture Capital Funds.

To eff ecti vely regulate the sectors under the ambit, the Division has been divided into two 
main departments located at Islamabad and Karachi and have been designated as Non-Banking 
Finance Companies department (NBFCD) North and NBFCD (South) respecti vely. 

The primary responsibiliti es handled at Northern and Southern offi  ces are as follows:

NBFCD (North) - Undertakes the licensing, registrati on, regulati on, and enforcement of 
investment banks, housing fi nance companies, leasing companies, mutual funds, modarabas, 
private pensions, REITs and private equity. For specialized regulati on of each targeted segment 
of the NBF sector, the Northern offi  ce has been subdivided into fi ve wings, as follows:

Wing Regulated Areas

NBFC I Investment Banks, Leasing and Housing fi nance

NBFC II Mutual Funds

REITs and New Initi ati ves REITs and Private Equity

Modarabas Modarabas

Pensions Voluntary Pension Schemes

NBFCD (South) - is responsible for on-site inspecti ons and off -site surveillance of the enti ti es 
licensed and regulated by NBFCD North. 

SCD  cognizant of the evolving needs of the industry,  maintains regular interacti on with the 
Non Banking sector of Pakistan through the relevant trade associati ons such as: Mutual Funds 
Associati on of Pakistan (MUFAP), Leasing Associati on of Pakistan (LAP), Investment Banks 
Associati on of Pakistan, Modaraba Associati on of Pakistan (MAP), as well as through industry 
seminars and one to one dialogue.
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8.2.2 Management Team

SCD is headed by Mr. Salman Ali Shaikh. Mr. Shahid Nasim, Executi ve Director, oversees the 
monitoring and inspecti on functi on of SCD and Mr. Asif Jalal Bhatti  , Director, looks aft er regulatory 
aff airs of the Division. During the period Mr. Akif Saeed, Executi ve Director, remained incharge of 
SCD ti ll January, 2009.  

8.3 Profi le of the NBFC Sector

As of 30-06-2009, the NBF sector consisted of 59 registered NBFCs and 27 Modarabas classifi ed in 
terms of type of license as follows:

Type of Business No. of Licenses

Investment Finance Services 11

Leasing 16

Investment Advisory and Asset Management Services 51

Housing Finance Services 9

Modarabas 27

Venture Capital 4

Total 118

Offi  cers of Specialized Companies Division
 with Director Mr. Asif Jalal Bhatti  

Specialized Companies Division HO, Islamabad

Specialized Companies Division SRO, Karachi
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An acti vity-wise overview of assets of NBF sector as of 30-06-2009 is given below:

Sector
30-Jun-09 30-Jun-08

Total 
Assets

Total 
Assets

Mutual Funds 227.00 339.72 

Leasing Companies 59.86 65.92 

Investment Banks 31.80 58.02 

Modarabas 26.63 29.70 

Venture Capital 2.23 3.76 

Housing Finance 0.17 0.15 

Total 347.69 497.27 

The above depicts that based on asset size, the mutual funds and leasing sectors which consti tute 
65% and 17% of enti re NBF sector respecti vely, primarily dominate the sector.

8.4 Performance Review

8.4.1 Mutual funds

Financial year 2008-2009 was a peculiar year for mutual fund industry of the Pakistan.   The 
size of mutual fund sector in Pakistan peaked at Rs. 406 billion on April 25, 2008 but declined 
to Rs. 227 billion as of June 30, 2009. Equity funds dominated the mutual fund industry unti l 
2006 consti tuti ng nearly 70% of the industry size. Since 2007 income funds gained tracti on and 
exhibited phenomenal growth resulti ng in nearly 50% share of the industry achieved by the fi rst 
quarter of 2008. A key factor that leads to this growth was huge investment by commercial banks 
in income funds. 
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Subsequent to this rapid evoluti on, the industry encountered economic strains during the last 
12 months and industry size contracted by more than 40%. The income dominated funds size 
plunged from Rs. 175 billion in April 2008 to Rs. 85 billion in June 2009, witnessing a decrease 
of more than 50%.  

The key stati sti cs for mutual fund sector as of June 30, 2009 were as follows:

Key Parameters Value

Total Assets Size of Industry PKR 227 Billion

Total Number of Funds 101

Open End
Closed End

81
20

Total Number of AMCs/IAs 29

Major Mutual Fund NIT(U)PKR 30 Billion

Assets Size of AMCs/IAs PKR 33.4 billion

(a) New Company formati on

During the year, NOC was granted for the establishment of Lakson Investments Limited to 
undertake asset management and investment advisory services.

(b) Mergers and Amalgamati ons

During the year, following mergers were approved by the Commission:

1. Merger of M/s Asian Capital Management Limited with M/s Safeway Funds Limited; 
and

2. Merger of United Money Market Fund into United Growth and Income Fund.

The details of mutual funds industry in Pakistan as on June 2009 is given in Table 13 stati sti cal 
secti on.

8.4.2 NBFCs

(a) Renewal of Licenses

During the period under review, following number of licenses were renewed:

Type of Licenses Number Renewed

Investment Finance Service 10



Securities and Exchange Commission of Pakistan

89

A
N

N
U

A
L 

RE
PO

RT
 2

00
9

SPECIALIZED COMPANIES DIVISION

Leasing Business 12

Housing Finance Services 2

Asset Management 24

Investment Advisory 19

Venture Capital -

Total 67

(b) Cancellati on/Surrender of Licenses

During the year, the 4 NBFCs, which held multi ple licenses, surrendered various licenses due 
to enhancement in equity requirements for all types of businesses and also the NBFC did not 
fi nd it suitable to start/conti nue the relevant businesses.

(c) Appointment of Directors and CEOs

Total 40 cases for the appointment of CEOs and directors were approved during 2008-2009 
out of which 09 cases pertained to the appointment of CEOs and 31 pertained to appointment 
of directors.

(d) Mergers/Amalgamati ons/ Acquisiti ons and Change of Management

During the period under review, the following 3 cases of mergers/amalgamati ons/acquisiti ons 
were processed by SCD and approved by the Commission:

 i) Network Leasing Corporati on Limited was merged with KASB Capital Limited.
 ii) Capital Asset Leasing Corporati on Limited was acquired by Opti mus Limited.
 iii) KASB Capital Limited was merged with KASB Bank Limited.

(e) Investors’ Complaints:

During the period under review, around 100 complaints were received from investors 
especially against three problemati c enti ti es i.e. Islamic Investment Bank Limited, Innovati ve 
Investment Bank Limited and Natover Lease and Refi nance Ltd. All complaints received 
during the period under report were handled promptly and appropriate acti on was taken 
under inti mati on to the complainants.

8.4.3 REITs and New Initi ati ves

REITs are expected to add depth to the capital market by providing another investment avenue to 
the investors and  will also inculcate transparency, professional management and price discovery 
in Pakistan’s real estate market. 

Real Estate Investment Trust Regulati ons, 2008 noti fi ed on January 31, 2008 govern the formati on 
and operati on of REIT Schemes in Pakistan. The REIT Regulati ons envisage two types of REITs i.e. 
Rental and Developmental with a minimum fund size of PKR 5 billion. 
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The Commission is in the process to review, revise and improve the regulatory framework  to 
enhance public parti cipati on in the REITs as well as to facilitate investors and fund managers. 

(a) New Company formati on

Since the noti fi cati on of REIT Regulati ons in 2008, the Commission has processed 4 applicati ons 
for REITs. Of these, approval to form an REIT Management Company (RMC) has been granted 
to 2 companies, i.e Arif Habib REIT Management Limited  and AKD REIT Management Company 
Limited that have been incorporated as public companies on April 8, 2008 and May 18, 2009 
respecti vely.

8.4.4 Modarabas

The Islamic fi nance initi ati ve started in the 80s in Pakistan with the promulgati on of the Modaraba 
Companies and Modaraba (Floatati on & Control) Ordinance in 1980 (the Modaraba Ordinance) 
that provided a statutory framework for Shariah compliant business opportuniti es for investors 
according to the injuncti ons of Islam. The Modaraba Ordinance provides a regulatory framework 
for the introducti on of the Modaraba product as a tool for formati on of Modaraba Companies. 
A Modaraba can be formed either for a fi xed or for an indefi nite period of ti me. Modarabas 
raise funds through fl oatati on of the Modaraba in the form of equity as well as through 
fi nancing faciliti es from banks and other fi nancial insti tuti ons under the various Islamic fi nancing 
arrangements. The Modaraba normally uti lizes its funds in Ijarah (Leasing), Musharakah 
(Partnership) Murabahah (Cost plus) faciliti es as well as investment in shares of listed companies 
but within the norms and tenets of the injuncti ons of Islam. Most Modarabas in Pakistan are 
fi nancial while a few have been formed for industrial, trading or other service sectors.

The Modaraba sector in Pakistan has made exhausti ve eff orts towards steady improvements 
and progress during the last year. During the fi nancial crisis, amidst burgeoning credit crunch, 
Modarabas were the least aff ected sector with not even a single default registered in the period. 

At present, 27 Modarabas consti tute the Modaraba sector having an aggregate paid-up capital 
of   Rs. 8.771 billion. The total assets of Modaraba sector stand at Rs. 26.63 billion, while the 
total equity amounts to Rs. 11.3 billion as on June 30, 2009. Out of these, 18 have declared cash 
dividends between the ranges of 2.5% to 40% for the year ended June 30, 2008.

(a) New Modarabas

During the period under review, one Modaraba Company namely; SFT Modaraba Management 
(Pvt.) Limited has been registered. Another applicati on submitt ed for registrati on of Modaraba 
Company is currently under review.

(b) Modarabas under Floatati on 

Following 3 Modarabas  have been authorized during the year and are expected to be fl oated:

1. Modaraba Al-Tameer
2. Modaraba Al-Makati b
3. Modaraba Al-Souk
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(c) Change of Management:

During the period under review, the Registrar (Modarabas) transferred the management of 
Trust Modaraba to Al-Zamin Leasing Modaraba through an Order under secti on 20(1)(iii) of the 
Modaraba Ordinance

8.5 Regulati on of NBFCs

8.5.1 Mutual Funds

Financial year 2008-2009 was a peculiar year for the fi nancial markets of Pakistan   primarily due 
to the challenges posed by the fi nancial crisis in the domesti c and global fi nancial markets. The 
impositi on of fl oor on the equity prices at the stock exchanges on August 27, 2008 drasti cally 
reduced market volumes leading to diffi  culty in discovery of fair valuati on of equity securiti es. The 
absence of secondary market for debt securiti es coupled with liquidity problems led to diffi  culty 
in discovery of fair valuati on of debt securiti es. The liquidity crunch had a signifi cant bearing 
on some collecti ve investment schemes which were not able to meet mounti ng redempti on 
pressures within the specifi ed regulatory ti me period. Despite the unprecedented general 
economic turmoil, mutual funds were able to repay an amount of more than Rs. 90 billion to 
their investors in the worst liquidity crunch ever faced by Pakistani fi nancial markets. During the 
crisis, following issues emanated: 

(a) Cross matching investments between funds and fi nancial insti tuti ons

Financial insti tuti ons heavily invested in open-end income dominated funds to benefi t from high 
aft er tax yield as compared to the yields earned through conventi onal banking acti viti es. The 
investment in income funds was much more liquid for banks as compared to any other credit 
exposure taken by these insti tuti ons. The banks as a business propositi on, also managed to 
att ract deposits from these income funds against their investments which not only provided an 
additi onal comfort to the banks against their exposure but also ballooned their balance sheets. 
Fund managers also encouraged the investment by these fi nancial insti tuti ons to increase the 
size of assets under their management which resultantly increased their management fee. It was 
also an easier way to make money as compared to other avenues available to the fund managers. 

(b) Mismatch of asset profi le and investment style with open-end structure of funds 
owing to illiquid debt market

Secondary market for debt securiti es has yet to evolve in Pakistan. Debt securiti es, both listed and 
unlisted, trade at over-the-counter market with minimum trading volumes. The recent liquidity 
crunch coupled with dormant debt market, forced the funds managers who had signifi cant debt 
securiti es exposure, either to delay and in worst cases dishonor the redempti on requests of the 
investors. 

Some securiti es had to be disposed off  at considerably high discount rates causing substanti al 
erosion in the NAV of their funds. Although the debt market was never acti ve, the unprecedented 
redempti on pressure exposed the fund managers who were maintaining incongruent assets 
profi le against the six days redempti on structural feature of the open funds. 
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(c) Fair price discovery of debt securiti es 

As of October 31, 2008 out of total assets of Rs. 118 billion of income dominated funds, 50% of 
such assets were represented by TFCs. Owing to dormant market conditi ons and liquidity crunch, 
there were negligible trades in TFCs held by the mutual funds. Therefore, the pricing mechanism 
for determining/declaring the fair value of TFCs, based on quotati on of three brokers in terms of 
volumes, became defecti ve. The value of TFCs taken by mutual funds for determinati on of NAV 
and for issuance and redempti on of units also appeared to be non-existent and did not refl ect 
fair value of assets of funds. 

An undue advantage was caused to the unit holders who were exiti ng the mutual funds at that 
point in ti me. Similarly, new unit holders were reluctant to enter into the fund as they were at a 
dis-advantage as the issuance unit price did not refl ect fair valuati on of assets. 

(d) Provisioning Treatment against Defaulted Corporate Bonds

The fi nancial turmoil and liquidity pressure adversely aff ected companies and the corporate 
bonds (i.e. TFCs) issued by them defaulted on their repayment. However, in absence of any 
uniform provisioning criterion, some of the fund managers holding such defaulted TFCs abruptly 
adjusted their NAV downward by creati ng provisions against such TFCs in diff erent ranges from 
10% to 100% at diff erent ti mes without having any pre-approved and disclosed provisioning 
policy. Such discreti onary provisioning treatment for the same TFC held by diff erent fund 
managers resulted in diverging values. This not only adversely eff ected the investors’ percepti on 
but also triggered the overall redempti on pressure on the industry.

(e) High Risk / High Return Strategy Backfi red

Some funds managers seeking for higher returns placed funds with relati vely weaker fi nancial 
insti tuti ons which were vulnerable to any economic downturn. Such insti tuti ons due to liquidity 
pressures could not ti mely fulfi ll their obligati ons and forced the fund managers for compulsory 
rollovers. Resultantly, fund managers (due to non-encashment of deposits/placements) could 
not ti mely honour the investors’ redempti on requests which adversely aff ected their credibility. 

Regulatory Response

The above issues posed serious challenges to the mutual fund industry and necessitated 
regulatory response to minimize the adverse impact. In this regard, the Commission took certain 
preventi ve measures to protect underlying investors and facilitate the industry. Some of these 
measures included:

• Improved Methodology for Valuati on of Debt Securiti es: - Fair valuati on of 
securiti es including debt instruments is essenti al for mutual funds under the 
open-end structure. The Commission prescribed new valuati on methodology and 
provisioning criteria for debt securiti es held by CIS. The valuati on methodology 
was aimed at bringing consistency across the mutual fund industry and facilitate 
fair price discovery of debt securiti es. To ensure that valuati ons of debt securiti es 
derived from the above prescribed methodology are meaningful, the Commission 
also directed all AMCs to report trade details in relati on to debt securiti es.

• Categorizati on of Funds: - The recent crisis uncovered a malpracti ce whereby certain 
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funds asset compositi on and risk profi le / investment objecti ve portrayed from its 
name/ti tle signifi cantly mismatched. Proper categorizati on of funds indicati ng risk 
profi le and objecti ve of the fund became imperati ve. For this purpose the Commission 
devised comprehensive categorizati on criteria prescribed through Circular No. 07 
of 2009 specifying investment parameters including eligible asset class with pre-
specifi ed risk profi le for each fund category that would enable investors to make 
informed investment decision and bring uniformity in the mutual fund industry for 
comparing performance of funds. 

• Categorizati on of mutual funds: - The need was felt much earlier, however, this 
reformati ve task materialized on March 06, 2009 when the Commission noti fi ed 
through Circular No. 7 of 2009 wherein criteria for categorizati on of open-end CIS 
was sti pulated. Henceforth, CIS will be categorized as under: 

i) Money-Market Fund
ii) Income Fund
iii) Aggressive Fixed Income Fund
iv) Equity Fund
v) Balanced Fund
vi) Asset Allocati on Fund
vii) Capital Protected Fund
viii) Index Fund
ix) Fund of Funds
x) Shariah Compliant Fund

• Investor Protecti on: - During the fi nancial year 2008-2009, the Commission 
took reformati ve measures to safeguard the interests of the unit holders and for 
protecti on of investors. Some of these are listed below:

1. On October 07, 2008, the Commission issued  directi on to all asset management 
companies  to suspend with immediate eff ect, pricing, issuance and redempti on of 
units of Open-end schemes with direct exposure to equity securiti es.

2. On December 01, 2008, the Commission issued a directi on to all Asset Management 
Companies to abide by the following:

• Abstain from netti  ng off  and adjustment of assets of collecti ve investment 
schemes against the investment of unit holders;

• Forward all redempti on and issuance requests to the trustee within 24 hours of 
receipt of such request;

• Carry out all transacti ons only on cash-sett led basis and prohibited entry or exit 
to the scheme including fl ipping of units, ; and

• Not to carry any transacti ons in schemes without the knowledge and consent of 
the respecti ve trustee.

3. On March 26, 2009, in line with the internati onal best practi ces the Commission 
introduced the following measures through Circular No. 11 of 2009:

• Cut-off  ti mings and ti me-stamping mechanism by collecti ve investment schemes;
• Announcement of daily NAV latest by 18:30 hours;
• Limitati ons on closure of  register of unit holders to a maximum of 6 business 
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days at a ti me and not exceeding aggregate 45 days in a calendar year; and
• Amorti zati on of formati on cost of collecti ve investment schemes over a period 

not less than 5 years.

• Merger of Open End Schemes: - The Commission vide Circular No. 20 of 2009 dated 
June 23, 2009 sti pulated the regulatory process for carrying out mergers of Open-
end schemes with the primary objecti ve of ensuring enhanced transparency and 
disclosure by asset management companies.

• Investment by Closed-End Schemes in its own certi fi cates and subsequent resale 
of such certi fi cates: - Certain asset management companies expressed interest in 
purchasing certi fi cates of closed-end schemes on behalf of the scheme primarily 
to narrow the discount and enhance liquidity. The Commission in consultati on with 
MUFAP deemed it necessary to issue a detailed circular on the procedure to purchase 
certi fi cates of closed-end schemes to enhance transparency and disclosure for the 
investors.

• Dialogue with Stakeholder – MUFAP: - The Commission in its eff orts toward 
developing the capital market of Pakistan has been in constant dialogue with the 
Mutual Fund Associati on of Pakistan (MUFAP).

8.5.2 Modarabas

(a) Recent Developments in Modaraba’s Regulatory Setup

As a part of the Prudenti al Regulati ons for Modarabas, the Fit and Proper Criteria has been 
introduced for the appointment of the key executi ves of Modarabas including the chief 
executi ve offi  cers, chief fi nancial offi  cers, chief operati ng offi  cers, chief accounti ng offi  cers, 
company secretary, internal auditors or the compliance offi  cers. The fi tness and propriety of 
these executi ves is assessed on the basis of integrity and track record, fi nancial soundness, 
competence and capability of person and confl ict of interest of such person with the business 
of the Modaraba Company. To assess Modaraba’s compliance to the applicable Law, off -site 
surveillance and on-site inspecti ons are regularly conducted and necessary enforcement acti ons 
are taken in case of violati ons.

(b) Stakeholder Dialogue

The Registrar (Modarabas) in consultati on with the Modaraba Associati on of Pakistan (MAP), has 
taken up matt ers regarding the Zakat & Ushr Ordinance 1980 to allow the Modarabas to deduct 
the Zakat on the Certi fi cates of Modarabas and Musharakah.

In order to allow the Modarabas to perform the functi ons of balloters, transfer agents and 
underwriters under the Balloters, Transfer Agents and Underwriter Rules, 2001, the matt er was 
discussed with MAP and is presently being considered by the Commission. Modaraba Tribunal 
has been consti tuted to expedite the legal cases pertaining to Modarabas.

8.5.3 Private Equity

The Private Equity and Venture Capital Fund Regulati ons 2008 (PE&VCF Regulati ons) were 
noti fi ed on August 20, 2008. Previously, Venture Capital Investment Business was regulated 
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by the Commission under the provisions of the NBFC Regulati ons, 2007. However, considering 
private equity a disti nct asset class, a separate regulatory framework was framed for regulati on 
and promoti on of PE&VC Funds in Pakistan. 

The private equity is expected to unlock the hidden value of the private companies by providing 
capital and managerial skills for growth and expansion. The key features of PE&VCF Regulati ons 
are highlighted below:

i) Private Equity in Pakistan follows a trust structure under the PE&VCF Regulati ons to 
provide for an added layer of protecti on for the stakeholders. 

ii) The scheme of business of venture capital investment has been made similar to that 
of asset management (i.e. mutual funds). Venture capitalists would be required to 
route all their investments through a fund launched by a management company. 
The PE&VC Fund is a closed-end unit trust.

iii) The Fund Management Company (FMC) will be an NBFC licensed by the Commission 
to undertake the PE&VC Fund Management Services with a paid-up capital 
requirement of Rs. 30 million.

iv) The promoters, directors and key executi ves of the FMC will have to comply with the 
fi t and proper criteria made part of these regulati ons by the Commission.

v) Minimum fund size has been fi xed at Rs. 250 million.
vi) The fund may provide equity for seed/start-up capital as well as expansion and 

buyout fi nancing primarily to private companies. However, it can venture into 
privati zati on deals of public enterprises.

vii) The criterion for eligibility of investors has been introduced and minimum number 
of investors has been fi xed at fi ve persons with a minimum subscripti on amount of 
Rs. 10 million per investor that can only be raised through private placement.

viii) Due to the trust structure for the fund every fund will have a trustee who fi ts the 
criteria specifi ed in these regulati ons for the trustee of a fund.

ix) The fund is not allowed to list and has a maximum fi xed life of fi ft een years.
x) The PE&VC Funds established outside Pakistan have been off ered the benefi t of 

registering with the Commission to avail the added tax advantages. Foreign funds 
not raising money locally will be subject to minimum regulati on while those raising 
money locally are subject to same level of regulati on as are for the local funds.

8.5.4 Pensions

(a) Voluntary Pension Funds

The Voluntary Pension System (VPS) is the initi ati ve to provide a regulated framework for 
employed and self employed individuals to save voluntarily into a pension fund during their 
working lives and get conti nuous stream of income during their old age. The framework governing 
the VPS is provided in the Voluntary Pension System Rules 2005 (VPS Rules). The pension funds 
off ers the parti cipants a customized investment choice in line with their individual risk appeti te. 
The contributi ons are kept by the pension fund manager in a disti nct account that also off ers 
portability facility since the balance can be transferred to another pension fund manager.

At the ti me of reti rement, a parti cipant can withdraw up to 50% of the balance in his account 
without paying any tax. From the remaining amount, he can receive monthly income by purchasing 
an annuity from a Life Insurance Company or an income payment plan from a Pension Fund 
Manager. In case, a parti cipant passes away before completi on of the term of annuity/ income 
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payment plan, his nominees can receive the money on his behalf. The parti cipants who are 60 or 
above are also enti tled to a tax relief whereby their tax liability is reduced to 50% if their annual 
income does not exceed Rs. 750,000. 

The Commission has so far authorized 4 Pension Fund Managers aft er appraising their credenti als 
in light of the requirements laid out in terms of the VPS Rules. All the 4 Pension Fund Managers 
have launched the Pension Funds. Another applicati on has been received for registrati on as 
Pension Fund Manager and is currently under scruti ny. 

(b) Operati onal Summary

The Pension Funds under VPS are subject to compliance with the provisions of the VPS Rules. 

The VPS Rules along with the necessary guidelines and related circulars ensure that the pension 
funds are managed according to the law in respect of areas such as: investment and allocati on 
of contributi ons into the Pension Fund; obligati ons/restricti ons on the Pension Fund Manager; 
modaliti es governing contributi on in to the Pension Fund and the Individual Pension Account; 
record keeping requirements; fi nancial reporti ng requirements; provisions relati ng to the 
adverti sements and invitati ons; provisions relati ng to trustee; dispute resoluti on mechanism; 
modaliti es relati ng to withdrawal of money from the Pension Fund etc. 

Till date, 7 Pension Funds have been authorized in aggregate of which, 3 are conventi onal 
Pension Funds and 4 are Shariah Compliant Pension Funds. There are 4 Pension Fund Managers, 
each off ering one Conventi onal Pension Fund and one Sharia Compliant Pension Fund except, Al-
Meezan Investment Management Limited who have off ered a single Sharia Compliant Pension 
Fund. 

Under the off -site monitoring of the Pension Funds, data and accounts submitt ed periodically 
by the Pension Funds were appraised to analyze the performance of the Pension Funds and 
the status of their compliance with the governing legislati on. This was followed by appropriate 
regulatory feedback.

8.6 Monitoring and Inspecti on

8.6.1 Off  Site Surveillance & On Site Inspecti ons

Off -site surveillance and on-site inspecti on functi ons were further streamlined during the period 
under review. Off -site examinati ons were conducted to check the regulatory compliance and 
to read the early warning signals emanati ng from the published accounts and other periodical 
returns received by the Commission. The on-site intrusive inspecti ons were conducted to 
determine the true fi nancial health of the NBFCs and to uncover the fi nancial crimes and other 
market abuses.

8.6.2 Off -Site Monitoring

Off -site monitoring proacti vely supervises and monitors NBFCs /Modarabas on the basis of 
diff erent periodic returns submitt ed to the Commission. Annual audited accounts and other 
periodic statements (quarterly and monthly reports) were examined to ensure compliance with 
prevalent regulatory framework. On the basis of off  site examinati ons, various enforcement 
acti ons were initi ated including directi ons, warnings, issuance of show cause noti ces and orders. 
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Moreover, fi nancial conditi on and regulatory compliance of the NBFCs were reviewed before 
renewal of their licenses. The following major acti viti es were performed by off  site examinati on 
team:

• Monthly consolidated sector reports were prepared that refl ected the outlook 
of the respecti ve sector and were helpful in decision making. The sector reports 
include details of deposits, asset base, asset compositi on, investments of NBFCs/ 
Modarabas. 

• The high risk enti ti es were identi fi ed based on the off -site surveillance and on site 
inspecti ons were proposed.

• The merger proposals/ swap rati os were analyzed and comments were provided to 
the respecti ve regulati ons wings.

• During the fi nancial crisis of 2008, daily reports were prepared and provided in 
respect of issuance and redempti on of mutual fund units.

Going forward, eff orts are being made to put in place a comprehensive on-line return submission 
system. It is hoped that the said system will facilitate the NBFCs/Modarabas and will result in 
effi  cient and ti mely submission of returns and monitoring of the risks in NBFCs on individual as 
well as on consolidated basis.

8.6.3 On-Site Inspecti ons

Onsite inspecti ons of more than 70% of the overall NBFCs sector in terms of total assets were 
conducted during the year. In terms of numbers, inspecti on of 12 Asset Management Companies 
having 56 Mutual Funds, 8 Modarabas, 6 Leasing Companies, 4 Investment Banks and 1 Venture 
Capital Company was carried out. 

The following graphical representati on refl ects the sector wise inspecti on coverage during the 
year:
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The major inspecti on fi ndings may be categorized as follows:

AMCs/Investment Advisors & Mutual Funds

• Front running by Fund Managers/their associates
• No trading policy for employees 
• High dependence on insti tuti onal investors
• Investment in related party securiti es
• Minimum role of investment committ ees
• No uniform policy on sales load/commission
• Weak research capacity/reliance on brokers research
• Lax risk management and compliance functi ons
• Other non-compliances of the applicable regulatory framework

Investment Banks/Leasing Companies/ Modarabas

• Lack of close monitoring by the Board of Directors
• Lack of independence of Audit Committ ee and Internal Auditor. 
• Weak internal controls and risk management mechanism
• Excessive exposures to single person/ group
• Non-Shariah compliant acti viti es in case of Modarabas
• Low level of capital/inadequate equity
• Other non-compliances of the applicable regulatory framework

8.6.4 Development of Inspecti on Manual

In order to ensure adequate coverage of risk areas, to standardize the inspecti on procedures/
processes and to improve the inspecti on quality, it was imperati ve to have an Inspecti on Manual. 
During the year under review, on-site inspecti on manual was developed in-house, which covers 
the NBFCs regulatory framework and provides uniform yardsti cks for measuring the health 
and performance of NBFCs. Besides, a comprehensive Code of Conduct has been prepared for 
the offi  cers involved in inspecti on functi on. This will help in ensuring the maintenance of high 
standards of confi denti ality, imparti ality and secrecy of privileged informati on, gained during the 
inspecti on process.

8.7 Enforcement Acti ons

Show Cause Noti ces and Orders Issued

8.7.1 NBFCs

During the period under review, one show cause noti ce was issued under secti on 265 of the 
Companies Ordinance, 1984 for investi gati on into the aff airs of an NBFC.

One Order was issued under secti on 265 of Companies Ordinance 1984 and NBFC Rules, whereby 
an inspector was appointed to investi gate the aff airs of NBFC.

8.7.2 Modarabas

During the period under review, Registrar (Modarabas) issued 6 show-cause noti ces to Modaraba 
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management companies, CEOs and the directors to explain their positi on against the violati ons 
of Modaraba Ordinance, 1980 and Modaraba Rules, 1981. 

The Registrar (Modarabas) passed 5 Orders to the Modaraba Management Companies mainly 
pertaining to severe violati ons of Modaraba Ordinance and Prudenti al Regulati ons, non-
compliance of provisions relati ng to accounts, mismanagement of funds, non-compliance of 
reports and Code of Corporate Governance upon which the penalti es were imposed.

8.7.3 De-Registrati on of Modarabas

During the period under review, registrati on of 2 Modaraba Management Companies were 
cancelled / deregistered through the Orders of the Registrar (Modarabas). These companies 
were registered as far back as 1990 and had not fl oated a Modaraba as required under the 
law. Aft er giving an opportunity of being heard, the managements did not express any intent to 
fl oat a Modaraba, so the Registrar (Modarabas) issued orders under secti on 19 of the Modaraba 
Ordinance, 1980.

8.8 Developmental Acti viti es

8.8.1 Donor Assisted Projects

SCD undertook three projects which were funded by the World Bank through the IDF grant. The 
money was spent on the projects for which local resource was not available and internati onal 
consultants were required to undertake the project. Two projects were related to REITs, an 
area for which the regulatory framework had recently been promulgated, and  aimed towards 
capacity building of REITs team and to gain experti se in the area of property valuati ons for REITs 
schemes, respecti vely. The third project was about improving the monitoring and inspecti on 
functi on of the division and included intensive training of the SCD staff .

Valuati on of properti es and Capacity Building of REITs team

World Bank provided funding through its IDF grant programme for projects pertaining to REITs. 
This grant was allocated between 2 projects, one related to capacity building for REITs team and 
the other to the valuati on of properti es for REITs schemes. For capacity building of REITs team, 
a delegati on was sent to the Securiti es Commission Malaysia. The delegati on was provided a 
comprehensive overview of the regulatory setup of the real estate market in Malaysia with a focus 
on REITs in Malaysia. Under this grant a wide range of organizati ons were consulted in Malaysia 
which included the Securiti es Commission Malaysia, the Ministry of Finance, Property Division 
JPPH, NAPIC and Nati onal Insti tute of Valuati on. To understand the academia and accreditati on 
process for property valuers, the Insti tute of Surveyors Malaysia and universiti es were consulted 
and issues related to professional training of the property valuers were discussed. 

Valuati on of property for REITs was the second project for which an internati onal consultant was 
hired. The consultant who is a former chairman of Internati onal Valuati on Standards Council 
(IVSC) submitt ed his report on the property valuati ons for diff erent type of projects. These 
included fi nancial valuati on models for half built properti es, condominiums, hospitals and rental 
projects. He also highlighted the internati onal best practi ces and provided training on property 
valuati ons for REITs focusing on diff erent approaches to valuati on.  
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Capacity building for Monitoring and Inspecti on Wing

World Bank also funded a project for the capacity building of the Monitoring and Inspecti on wing 
for which an internati onal consultant was hired. The consultancy resulted in an intensive training 
of the SCD staff  pertaining to the monitoring issues relati ng to mutual funds, internati onal best 
practi ces in mutual fund management, benchmarking, marketi ng, stakeholder role including 
that of the trustees and policy making. The project also resulted in developing the M&I Manual 
aft er consultati on with the key staff  members of the M&I wing.

8.8.2 Membership of Internati onal Organizati ons

Internati onal Organizati on of Pension Supervisors (IOPS)

The Commission is a member of the IOPS, an independent internati onal body, representi ng those 
involved in the supervision of private pension arrangements from 50 countries and territories 
worldwide. Formed in July 2004, the creati on of IOPS was mainly moti vated by the intenti on to 
set up a standard-setti  ng body on pension supervisory matt ers so as to promote and facilitate 
the members by carrying out joint acti viti es in areas such as, research, data collecti on and 
processing hence disseminati ng the results. 

Internati onal Valuati on Standards Council (IVSC)

The Commission became a member of the (IVSC) in November, 2008. IVSC is an internati onal, 
independent and not for profi t body which is responsible for making global standards of valuati on. 
IVSC in year 2007 published the eighth Internati onal Valuati on Standards.  

The Commission has incorporated the internati onal valuati ons standards for property valuati ons 
in the REIT Regulati ons 2008. The incorporati on of internati onal standards will not only bring 
the REITs property valuati on framework in line with the global best practi ces but will also help 
the Commission in keeping updated with the latest developments taking place in the valuati on 
profession globally. This will also help the valuers in Pakistan to develop and increase their 
professional experti se.

Islamic Financial Services Board (IFSB)

The Commission, as an Associate Member of the IFSB, has renewed its membership in 2009. The 
Commission maintains a close liaison with the IFSB and plays a pivotal role in the matt ers for 
the development of the Islamic fi nancial markets, provides feedback on workshops, trainings & 
researches conducted and also provides comments on the Exposure Draft s issued by the IFSB. 
Moreover, the industry issues were discussed with all the Modarabas with the coordinati on of 
(MAP) and conveyed to the IFSB.

With this membership, supervisory and regulatory standards are expected to be set for the 
Islamic fi nancial sector including Modarabas, Islamic Mutual Funds and Takaful operators.

Asian Public Real Estate Associati on (APREA) 

The Commission has thoroughly benefi ted from its associati on with APREA since May, 2007 
and received valuable assistance in its eff ort to be the fi rst South Asian country to have a REITs 
framework. APREA’s suggesti ons were parti cularly helpful in enabling the Commission to devise 
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an effi  cient regulatory environment for REITs in Pakistan and promote awareness about the real 
estate sector. APREA’s members benefi t from a greater representati on of the real estate sector 
in the Asia Pacifi c Region, a dedicated forum, cost savings, bett er research and analysis, as well 
as access to more focused informati on. APREA aims to provide a unifi ed platf orm whereby all 
the stakeholders can share useful informati on to resolve issues of mutual interest. Members of 
the APREA come from a variety of professional backgrounds including real estate developers, 
listed real estate trusts, unlisted property funds, investment banks, real estate consultants, stock 
brokers, and government regulatory bodies.

The Internati onal Associati on of Insolvency Regulators (IAIR) 

The Commission became member of IAIR in May 2009. IAIR is an internati onal body that brings 
together the collecti ve experience and experti se of government insolvency regulators from 
jurisdicti ons around the world. IAIR members have a unique perspecti ve given the role that 
they play in insolvency systems. Members of the IAIR are Government Departments/Ministries, 
Agencies and Public Authoriti es. The agencies have responsibility in their country for insolvency 
policy and legislati on, insolvency practi ce and administrati on, and insolvency regulati on. 

8.8.3 Joint Forum of SBP and SECP for the Development of Islamic Financial Services of 
Pakistan

The Commission and SBP have established a joint forum for the development of Islamic fi nancial 
services in Pakistan whereby both have agreed to exchange informati on and ideas on cross 
sector developments, developing and strengthening supervisory framework for the Islamic 
Financial Insti tuti ons (IFIs) to improve operati onal and fi nancial governance of IFIs in accordance 
with Shariah and the IFSB standards. The 4th meeti ng of  the SBP-SECP Joint Forum for Islamic 
Financial Services was held on June 18-19, 2009 in Karachi in which, amongst other items, the 
Guidelines on the issuance of Sukuks for the market; conference on Islamic Banking & Finance, 
and opinions from SBP’s Shariah Board regarding issues confronti ng the Takaful industry were 
discussed.

8.8.4 Licensing policy during the year

NBFCs in Pakistan were confronted with a number of issues this year. A number of measures 
were taken at licensing stage through amendments in NBFC regulati ons to solve these issues. 
The following highlights the issues and the miti gati on measures taken against each issue:

a) Low entry barrier i.e. inadequate equity requirement

To solve this issue equity requirement for NBFCs were signifi cantly enhanced to encourage 
merger & consolidati on, enhance shock absorpti on capacity and ulti mately weed out the weak 
players to minimize systemic risk.

b) Capacity issue of Sponsors/ Board/ Management

To enhance the capacity of board to undertake the policy making for the companies, 
a comprehensive fi t & proper criteria for Sponsors/BOD/Management was introduced 
encompassing fi nancial soundness, competence & capability, and experience, integrity & confl ict 
of interests.
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c) Confl ict of interests 

Introduced requirement for appointi ng one-third independent directors on the Board to promote 
good corporate governance and safeguard interest of stakeholders

d) Single enti ty & multi ple licensing regime

In order to segregate diff erent risks (market risk & credit risk), enhance risk management 
capacity, minimize confl ict of interest, and promote good corporate governance, two-cluster 
licensing approach was introduced for NBFCs. Separate license requirements each for Pension 
Funds, REITs & Private Equity were also introduced.

e) Transfer of license without Commission’s consent/ knowledge

In order to improve transparency and good governance, various measures were taken including 
blocking of major shareholder/ sponsor’s shares with CDC, prior approval of Commission for 
sponsor changes, and introducti on of pre-licensing capacity inspecti on.

8.8.5 Know Your Customer Policy

To safeguard NBFCs against involvement in money laundering acti viti es, terrorist fi nancing and 
other illegal trades, the Commission vide Circular No. 12 of 2009 introduced Customer Due 
Diligence(CDD)/Know Your Customer (KYC) Policy.

8.8.6 Consti tuti on of the Religious Board

In pursuance to the power conferred by the Federal Government under secti on 9 of the Modaraba 
Ordinance, 1980, a Gazett e Noti fi cati on has been issued on  April 22, 2009 for the consti tuti on 
of the Religious Board for the Modarabas. The functi on performed by the Religious Board is to 
review and endorse the policies and guidelines for the purposes of fl otati on of a Modaraba, 
issuance of new products, contracts, agreements or other legal documentati on with respect to 
Shariah.

8.9 Work in Progress

8.9.1 Proposed Amendments in Modaraba Ordinance and Rules

Over the period, the modaraba sector has grown in terms of its practi ce, applicability and 
innovati on. This necessitates improved corporate governance and monitoring of the sector to 
eff ecti vely protect the interests of shareholders. Proposals have been made for amendments in 
the Modaraba Ordinance followed by Modaraba Rules 1981, to remove any bott lenecks in the 
growth of the sector. 

Some of the proposed amendments were forwarded to the Ministry of Finance and subsequently 
presented to the Nati onal Assembly’s Standing Committ ee on Finance and Economic Aff airs, 
which were duly approved.  

8.9.2 Draft  Regulati ons on Islamic Financial Services (Non-Banking) Companies (IFSC)

A regulatory framework has been conceptualized for companies off ering Islamic fi nancial 
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services and the certi fi cati on for Shariah complaint companies. This will regulate all fi nancial 
sector companies under the domain of Commission and any other company (non-fi nancial/
manufacturing) under its mandate which seeks to call itself a ‘Shariah Compliant Company’.

8.9.3 Guidelines for issuance of Sukuk (Assets Backed Securiti zati on) for Modarabas

The Commission is working on the guidelines for the issuance of Sukuk (Asset Based Securiti zati on) 
for the Modarabas. This unveils the alternate to raise funds and involve fi nancial insti tuti ons to 
take interest in Modarabas acti viti es parti cularly the conventi onal banks. Formulati on of these 
guidelines will simplify the procedure for issuance, evaluati on and regulati on of Sukuk which are 
in line with the injuncti ons of Islam.

8.9.4 Development of Regulatory Law on Occupati onal Savings Schemes (OSS)

Subsequent to an amendment in SECP Act during 2008, whereby development of regulatory law 
on OSS falls under the purview of the Commission, an ADB sponsored consultant has been hired 
to advise on the way forward and legal implicati ons of enforcing this amendment. The matt er is 
also being liaised with the Legal department for appropriate further progress including to resort 
to the earlier status, if concluded to be expedient, where only the Pension Funds under the 
Voluntary Pension System fall within the regulatory purview of the Commission. 

8.10 Future Plans 

SCD has following future plans which pertain to both improving the regulatory structure through 
amendment in laws as well as enhancing the operati onal effi  ciency of the division through usage 
of bett er systems:

NBFCs

• Formulati on of an independent NBFC Law to overcome the regulatory and 
enforcement issues being faced under the present set up where the requirements 
applicable to NBFCs are divided between the Companies Ordinance and the NBFC 
Rules.

• Rati onalizati on of NBFC’s statutory returns in light of amendments in Ordinance, 
Rules and Regulati ons.

• Off -site surveillance of NBFC sector to be shift ed from periodical returns to computer 
based MIS reports.

• As a part of ongoing review of NBFC Rules and Regulati ons and to bring them in line 
with changing business dynamics, certain amendments are being proposed in the 
NBFC Rules, 2003 and NBFC Regulati ons covering the following major areas:

i) Increase the validity of licenses issued to NBFCs from 1 year to 3 years.
ii) Revamp the business model of investment banks through amendments in 

NBFC Rules and Regulati ons.
iii) Extend the ti me period ti ll June 2011 for compliance with minimum equity 

requirement.

Pensions

Private Pension Funds are passing through introductory phase and are new to the Pakistani 
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market. Worldwide stati sti cs suggests vast untapped potenti al of growth. The Commission has 
been endeavoring to provide conducive environment for encouraging savings by individuals 
through pension funds. Factors inhibiti ng the steady growth of the private pension industry are 
being addressed in consultati on with tax authoriti es and the industry. Eff orts of the Commission 
have witnessed some success but there remain some criti cal dispariti es to be recti fi ed. For 
example:- 

• The Occupati onal Pensions Schemes off ered in the country envisage tax free pension 
payment. On the contrary, the periodic (monthly) pension payment under VPS is 
taxable. Recently, limit of tax free withdrawal at reti rement from a Pension Fund, 
has been enhanced from 25% to 50% through the Finance Act 2009, but the 100% 
tax exempt status is yet to be achieved. The Commission has been liaising with FBR 
to completely remove this anomaly in the interest of aging populati on. 

• Currently the tax law favours short term investment rather than long term savings 
and investment. For example tax credit is fully earned on investment in fresh equity 
issues/ collecti ve investment schemes if one retains the investment for one year ti me 
period. On the contrary, tax credit is made available if some one remains invested up 
to the age of 60 years i.e. investment for a period of 30-35 years. This is a substanti ve 
tax inconsistency which needs to be addressed and the Commission shall again take 
up the matt er with FBR for recti fi cati on.

• The clause requiring payment of minimum tax exempts, inter alia, Nati onal 
Investment Trust; collecti ve investment schemes and real estate investment trusts. 
The exempti on needs to be extended to Pension Funds being the long-term saving 
vehicle and property of aged citi zens (pensioners).

Mutual Funds 

Guidelines on the following will be issued:

• Adverti sement & Promoti onal Materials
• Administrati ve Plans 
• Portf olio Management

Having experienced a troubled year in the wake of fi nancial crisis, protecti on of investors is on 
the agenda in the upcoming fi nancial year. The Commission in consultati on with MUFAP aims to 
launch investor educati on programs. In this regard, membership of the Internati onal Forum on 
Investor Educati on is under considerati on by the Commission.

Modaraba Companies & Modarabas

(a) Amendments in the Modaraba Ordinance, 1980

A complete and comprehensive review of the Modaraba Ordinance of 1980 and the underlying 
Modaraba Rules is planned.  The review shall take the shape of proposed amendments and shall 
be the fi rst exhausti ve review since their promulgati on.

(b) Amendments in Prudenti al Regulati ons for Modarabas

For closely monitoring and enhancing exposure of the Modaraba Sector to the fi nancial sector, 
the Prudenti al Regulati ons have been reviewed and are under considerati on for amendment 
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keeping in mind the sector’s performance, profi tability and future growth perspecti ve.

(c) Amendments in Zakat & Usher Ordinance, 1980 for the deducti on of Zakat by the 
Modaraba Sector

An amendment in Zakat & Usher Ordinance, 1980 is being proposed so that the modaraba sector 
is either exempted from deducti on of zakat or be allowed to deduct zakat on its certi fi cates at 
the ti me of distributi on of profi ts to its certi fi cate holders.

8.10.1 Future Strategy

Presently, the fi nancial service industry is banking centric and dependence of enti re fi nancial 
system on banking sector is not only vulnerable but also restricts the scope for innovati on of new 
fi nancial products. It is imperati ve to promote an alternati ve non-bank fi nancial (NBF) system 
to diversify the inherent systemic risk and to enhance the resilience of the fi nancial system. A 
strong NBF sector would not only provide diff erent asset class to promote savings by catering the 
specifi c needs of the parti cipants but would also provide alternati ve fund raising opportuniti es 
to the parti cipants.

Investment banks can make a vital contributi on in development of a vibrant NBF Sector. However, 
Investment Banks have not been able to make any signifi cant contributi on as primarily they 
focused on the analogous fi nancial services as off ered by the conventi onal banking sector. They 
were not able to compete owing to their limited access to resource mobilizati on coupled with 
low capitalizati on and limited branch network when compared to the commercial banks off ering 
the similar services. We intend to encourage a more viable and sustainable business model for 
Investment banks to be ti lted more towards off ering of non-funded i.e. fee and commission 
based, fi nancial services. These services may include brokerage, portf olio management, 
corporate fi nance, underwriti ng and advisory etc. This will also promote corporate brokerage 
houses culture and consequently would contribute to address the corporate governance issues in 
brokerage industry. Investment Banks would also be encouraged to focus on product innovati on 
to meet the unique requirements of the parti cipants of fi nancial system. 

Leasing is a successful business model and we would promote it by allowing operati onal fl exibility 
to leasing companies to cater the specifi c fi nancial needs of the customers. We would require 
leasing companies to enhance their shock absorpti on capacity by way of consolidati on through 
mergers and acquisiti on etc. The leasing sector should focus on raising funds from Capital and 
Debt Markets instead of depending upon conventi onal banking fi nance faciliti es only. They 
should also expand their outreach to rural areas as target market which has a great business 
potenti al without any competi ti on from commercial banks.  

Mutual Funds play a fundamental role to mobilize and channelize the savings to the Capital 
and Debt Markets. We intend to develop this industry as an effi  cient alternati ve system to the 
conventi onal banking and Nati onal Saving Schemes to promote savings and investments. We 
will conti nue to promote internati onal best practi ces to enhance the investors’ confi dence and 
enable them to make a well informed decision. However, the industry parti cipants have to play 
the requisite pro-acti ve role to enhance the retail base of the investors by focusing on distributi on 
network, investors’ awareness, product innovati on and off ering of unique and specialized 
services etc. We expect Mutual Funds being one the most organized intuiti onal stakeholders 
with specialized experti se, to contribute to the development and reforms of fi nancial markets. 
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Internati onally, Pension funds are considered very instrumental in bringing stability in the fi nancial 
markets besides improving corporate governance. In Pakistan, these are new entrants in NBF 
sector. Legal framework for private pensions has already been provided. Realizing signifi cance of 
pensions and savings for the market and the society, we would conti nue to bring improvement 
in the operati ons of pension and terminal saving schemes. Our next priority is to upgrade 
the employer sponsored pensions and terminal benefi t schemes encompassing consti tuti on, 
administrati on and operati on aspects. As these schemes are in existence and operate under 
diff erent laws, we will follow a gradual reformati on programme. In the fi rst instance, guidelines 
would be framed and shared with the stakeholders. Thereaft er, these guidelines once these 
become industry norms and practi ces, would be codifi ed as regulati ons and laws. 

A comprehensive regulatory framework for REITs was introduced last year to incubate REITs in 
the most investor friendly environment. We envisage new brands to emerge in both fi nancial 
and real estate markets which would add value for both investors and consumers. We see couple 
of REIT Schemes to be launched in midterm and believe that these projects will start an era of 
organized real estate development in the formal economy, generate employment, reduce the 
housing defi cit and diversify the investor base in Pakistan. A cross functi onal and dedicated in 
house team is already in place to support the launch of upcoming REIT schemes.

Modaraba sector being a unique Islamic business model can contribute signifi cantly towards NBF 
sector. To prove that the Islamic fi nancial system is truly a robust and viable alternati ve to the 
conventi onal system, the Modarabas has to re-assess their role and develop a future roadmap to 
address the various issues currently faced such as discounted market values, product innovati on, 
resources mobilizati on, unique and specialized services etc. to make themselves a vibrant and 
strong segment of the non bank fi nancial sector. We are considering converti ng and bringing 
this Islamic business structure under the ambit of NBFCs regime provided that existi ng legal 
impediments are taken care of at every forum.



Securities and Exchange Commission of Pakistan

108

A
N

N
U

A
L 

RE
PO

RT
 2

00
9

INSURANCE DIVISION

Chapter 8

INSURANCE DIVISION

Introducti on
Operati onal Structure

Management Team
Sector Overview

Performance Review
Monitoring & Enforcement

Development of Legal Framework
Work in Progress

Future Plans



Securities and Exchange Commission of Pakistan

109

A
N

N
U

A
L 

RE
PO

RT
 2

00
9

INSURANCE DIVISION

9 INSURANCE DIVISION

9.1 Introducti on

Insurance Division (ID) regulates the insurance sector, including life and non-life companies, 
takaful operators, insurance intermediaries and bodies connected with insurance business in 
Pakistan. In additi on to monitoring & supervision, it is also responsible for policy reforms. 

9.2 Operati onal Structure

ID has been divided into the following three wings: 

• Life Insurance Wing
• Non-Life Insurance Wing 
• Takaful Wing

Although the Insurance Ordinance 2000, (Insurance Ordinance) addresses major aspects 
of insurance business, yet it lacks the depth prevalent in the legislati ons of other developing 
countries. Major emphasis has been only on compliance. However, more proacti ve regulators in 
the region have demonstrated a strategic balance between market development & regulati on.

9.2.1 Management Team 

In April 2009, Nasreen Rashid joined the Commission as the Executi ve Director to lead the ID. 
She is an Associate from the Chartered Insurance Insti tute (ACII) of London and has been a 
career insurer with over 15 years of rich experience. 

9.3 Sector Overview

Insurance plays a vital role in the development and growth of the nati onal economy. The 
Insurance Industry in Pakistan, however, conti nues to show sluggish growth year on year. 
Currently, the insurance penetrati on in Pakistan is only 0.7% of the GDP, which is one of the 
lowest in the world. Additi onally, the insurance density is also a meager 6.5%. Pakistan has a huge 
populati on of 170 million, with immense potenti al of growth in the Personal Lines of business, 
but unfortunately upti l now, our industry has been focusing only on the Commercial Lines of 
Insurance. Furthermore, unlike the more developed markets, only B2B selling is prevalent which 
has become expensive and has begun to erode profi ts and reserves.

Offi  cers of Insurance Division Karachi with ED Nasreen Rashid
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The main reason for the dismal performance of the insurance sector is that the insurance 
industry had not prepared itself to face the challenges of globalizati on. Now that the Informati on 
Technology has totally transformed the world, the pace of change has become phenomenal. 
Resultantly, our market dynamics have also undergone a major change. The market is rapidly 
maturing and the margins are shrinking. In order to survive this impact, the Industry will have to 
repositi on itself and change its business model.

9.3.1 General Insurance Sector

Currently there are 32 General (non-life) Insurance Companies operati ng in the market. 
Approximately 63% of the market share is with the top three players. During the last year, 
underwriti ng of 14 companies was ceased due to capital and solvency defi cits, while the winding 
up proceeding against 12 companies is in process. Considering the small revenue base of the 
sector, which stands at only Rs. 40.6 billion, eff ecti ve steps need to be taken to promote mergers 
and acquisiti ons.

In 2008, the sector grew by only 6%. If the expense allocati on in the profi t & loss statements is 
standardized as per internati onal best practi ces, the underwriti ng result of the private sector will 
refl ect a loss of Rs.1.3 billion. The main reason for this bleak performance is that the net expense 
rati o of the sector stands at 36%, which is extremely high. The profi t margins of the industry are 
likely to shrink further due to customer awareness and rapidly maturing markets.
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General Insurance Sector
20 years performance

The market has witnessed introducti on of new products like health, crop and livestock insurance. 
New distributi on channels such as Bancassurance, Websales, and Telesales have also recently 
emerged.  

9.3.2 Life Insurance 

The life insurance market grew by 23% in 2008. As the State Life Insurance Corporati on (SLIC) 
grew by only 18%, its market share was further eroded to 65%. However, the private sector grew 
by 37%. 

There are nine life insurance companies in the market. This includes 2 new enti ti es with foreign 
partnership. The top 3 insurers are holding 96% of the market share. The market share of two 
Family Takaful operators is merely 0.38%.
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9.3.3  Takaful Sector 

Like all businesses, Takaful is also market driven and requires a multi channel distributi on outreach 
to be sold eff ecti vely. Due to its inherent Islamic and ethical element, Takaful has a stronger 
appeal to an individual rather than to a business, therefore a B2C selling approach should have 
been the right model. But unfortunately, the concept of retail insurance is new to the muslim 
countries. Even in Malaysia, Takaful is approximately 10 to 12% of the total insurance market. 

9.4 Performance Review

9.4.1 Appeals Status

A total of 14 appeals were pending with the ID. All the appeals have been heard & orders have 
been passed in 10 cases. Four appeals have been adjourned on the request of the appellant/ 
respondent. 

9.4.2 Licenses of Surveyors 

During the year, 203 Insurance Surveying and 303 Authorized Surveying Offi  cers (ASOs) licenses 
were renewed. Additi onally, fresh licenses were issued to 12 Insurance Surveying Companies 
and 39 ASOs. 

9.4.3 New Licenses 

License to one insurance company and one broker is under considerati on.

9.4.4 Minimum Statutory  Deposit 

The Commission has deleted Rule 9 of SEC Insurance Rules, 2002 relati ng to minimum statutory 
deposit and adopted Secti on 29(2) of Insurance Ordinance, 2000 which requires maintaining 
the statutory deposit with the State Bank of Pakistan, at a level of Rs.10 million or 10% of the 
Insurer’s Paid-up Capital, whichever is higher.  

9.5 Monitoring and Enforcement 

One of the major objecti ves of ID is to ensure that frauds and abuses do not become systemic and 
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eventually erode the confi dence of the policy-holders and the investors. The following acti ons 
were taken during the year to protect the interests of the policy-holders. 

9.5.1 Enforcement Acti ons 

A total of 48 show cause noti ces were issued for non-compliance of the Insurance Ordinance 
and related rules. Three directi ons under secti on 170 and 4 directi ons under secti on 472 of 
the Companies Ordinance, 1984 have been given to comply with the regulatory & statutory 
requirements. 

On-site inspecti on of 5 companies was conducted which revealed signifi cant non-compliances 
and violati on of relevant laws and regulati ons. 

Trading of shares of 4 listed insurance companies was suspended during the year due to non-    
compliance of the various provisions of the Insurance Ordinance.   

Proceedings of winding up against 12 insurance companies were initi ated, due to non-compliance 
of law as specifi ed under secti on 305 of the Companies Ordinance, 1984. The business of 14 
companies was ceased to enter into new contracts of insurance business, in the best interest of 
the policyholders.  

Public noti ces were published in leading English & Urdu newspapers to inform the general public 
about the ceased and winding up companies. 

Off -site inspecti on of the enti re insurance industry for the current year is being conducted and 
appropriate acti ons will be taken to address the non-compliance. 

9.6 Development of Legal Framework

It is the primary objecti ve of ID to conti nue with the exercise of policy reforms with the ulti mate 
goal of creati ng a conducive environment for the rapid growth of insurance density and 
penetrati on. ID has taken up the following initi ati ves during the year to promote the orderly 
development of a fi nancially sound and transparent insurance industry, thereby increasing the 
insurance penetrati on in Pakistan.

9.6.1 Amendment in Insurance Surveying Rules  

The amendments in these Rules will not only bring transparency in this sector but will also be a 
key driver towards enhancing the market image and credibility of the surveyors

9.6.2 Bancassurance Guidelines

The market has witnessed introducti on of new distributi on channels such as Bancassurance, 
Web Sales and Telesales. To monitor sales through these channels and also to promote an orderly 
growth, a new set of guidelines needed to be formulated. The guidelines on Bancassurance have 
been fi nalized keeping in view the internati onal best practi ces and are ready for noti fi cati on. 
These will help in bringing about the required level of disclosures and standardizati on in this new 
channel of distributi on.

9.6.3 Amendment in Takaful Rules 2005  

The takaful industry in Pakistan is sti ll in its infancy. Like islamic banking, it is also going through a 
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period of experimentati on. During this process of transiti on, it needs to be guided by the Regulator 
in the right directi on. Since the models of takaful vary depending on diff erent interpretati on of 
Shariah by various countries, there is an urgent need for standardizati on. 

The Takaful Rules 2005 are being modifi ed by appointed consultants with the objecti ve of 
removing the anomalies and addressing the areas which are silent in Takaful Rules, 2005. 

9.6.4 Amendment in Solvency Related Rules

One of the major reasons why Pakistan’s insurance industry lags behind other vibrant sectors in 
the region is that the solvency criteria has not evolved in line with the rapidly changing local and 
global market dynamics. The solvency rules will go a long way in improving the fi nancial health of 
the insurance companies enabling them to adequately protect the interest of the policy holders. 

9.6.5 Unit Linked/ Products Regulati ons

As most of the investment risk in Unit Linked policies is borne by the policyholders and the 
products have complex benefi t structures, ID felt the need for more eff ecti ve monitoring controls.

A committ ee comprising members from the Commission, ICAP & Pakistan Society of Actuaries 
(PSOA) was formed to draft  new regulati ons. These regulati ons aim to achieve more transparency 
in disclosures by the insurance companies to the policyholders regarding unit-pricing and fund 
management. These rules will also lead to the standardizati on of the pricing models used by 
diff erent life insurers. 

9.6.6 Life Insurance and Family Takaful illustrati ons

In order to show the benefi ts payable under a Life Insurance Policy to a prospecti ve policyholder, 
diff erent life insurers have been providing informati on in the form of illustrati ons.  The objecti ve 
is to show the projected growth of policy with regard to surrender values and/or death benefi ts 
payable under the policies. Life insurance companies are currently using various formats for 
illustrati ng the benefi ts payable under the policies; parti cularly, the investment (unit) linked 
policies. Thus, the illustrati ons have been found to be inconsistent and lacking standardizati on. 
In view of the above, the SECP is the process of formulati ng Guidelines for Life Insurance & 
Family Takaful Illustrati ons 2009.

9.7 Work in Progress 

9.7.1 IFRS-4

Internati onal Financial Reporti ng Standard-4 (IFRS-4) were issued by the Internati onal 
Accounti ng Standards Board (IASB) in March 2004 to bring standardizati on and transparency in 
the accounti ng practi ces of Insurance Contracts.

In 2007, an Insurance Committ ee was consti tuted by ICAP comprising members from the 
Commission, Insurance Associati on of Pakistan (IAP), and the PSOA to assess the implicati ons 
of its adopti on on the insurance industry in Pakistan. This committ ee is fi nalizing guidelines for 
the insurance industry for implementati on of the requirement of IFRS-4. It will also conduct 
workshops to train the insurance industry.
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9.7.2 Early Warning System

Broad fi nancial indicators have been defi ned in the Insurance Ordinance,  but a specifi c framework 
for an ‘Early Warning System’ is not available. ID has scruti nized the tools being used by dynamic 
regulators in the region and shall customize them to the local environment.

9.7.3 Nati onal Crop Insurance Scheme

A task force under the Chairmanship of President HBL has been set up by SBP to formulate the 
Nati onal Crop Insurance Scheme in consultati on with the stakeholders. The Commission is a 
member of this task force. Experti se is available within ID, with hands on experience of leading 
the Crop Loan Scheme which was successfully launched in Pakistan last year.

9.8 Future Plans 

9.8.1 Terrorism Pool

As recent terrorist acti viti es in major citi es – notably, the September 11, 2001, att acks in the 
United States and the current war on terror going on in Pakistan – have made strikingly clear, 
terrorism has developed into a threat that aff ects every aspect of society and knows no nati onal 
boundaries.

Large-scale terrorist att acks can threaten insurers’ assets from two sides: insurance companies 
would sell assets to generate the liquidity required to pay major claims in multi ple business lines-
life, health, property, etc. –and at the same ti me see the values of those assets considerably di-
minished due to the reacti on of the capital market to the terrorism event. As a result, the overall 
potenti al loss for insurance may be signifi cantly higher than the loss from the coverage alone.

In the light of these facts, it must be concluded that loss events beyond a certain scale-notably, 
not only aff ect society and the economy but also surpass the risk capacity of the insurance in-
dustry. The only answer is a concerted eff ort in which governments work hand in hand with 
insurers and reinsurers. Eff ecti ve soluti ons involve a risk partnership between insureds, insur-
ers, reinsurers, capital markets and governments. In such risk partnerships, governments should 
primarily act as facilitators in order to protect the fi nancial resilience of the insurance industry. 
As risk carriers of last resort, they are the only bodies capable of providing suffi  cient capital to 
insure against the most extreme terrorist att acks. And as regulators, they ensure that adequate 
and coherent legislati ve frameworks are in place. 

Most countries in the world have developed Terrorism Pools as a result of public private partner-
ship. Pakistan also needs a Terrorism Pool on an urgent basis.

9.8.2 Guarantee Fund and the Protecti on of Policyholders in the event of Failure

Around a quarter of jurisdicti ons oblige the insurance companies to set up a separate Fund in 
order to protect the policyholders in the event of the company’s failure. Such a Fund generally 
consists of ring-fenced (segregated) assets within the company’s assets or of a deposit with the 
supervisory authority or other government authority. However, a larger proporti on of jurisdic-
ti ons have some form of pooled Fund or arrangement, serving to cover claims in the event an 
insurer fails. Such a Guarantee scheme is most common for motor third party liability insurance, 
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although many jurisdicti ons also have such a scheme for other types of compulsory insurance or 
even the enti re life or non-life sectors.

A guarantee Fund is urgently required to be set up in Pakistan especially because during the last 
2 years, 26 general insurance companies have been ceased and the interest of policyholders has 
been aff ected, who have no other recourse in the absence of a Guarantee Fund. The Statutory 
deposit amount is too low to cater to the high liabiliti es of the ceased companies.

9.8.3 Health Insurance  

There are two dedicated health insurance companies registered in Pakistan. Additi onally, a few 
other insurers are also off ering group health products to their corporate clients. The major de-
mand in the market, however, is individual health. This demand cannot be met by companies 
unless they leverage ‘state of the art’ technology to distribute products on competi ti ve terms to 
the masses. SECP needs to provide guidance to the industry and facilitate the establishment of 
‘Third Party Administrators’ which enable cashless transacti ons to the insured.

9.8.4 Micro-Insurance 

In Pakistan, micro insurance is in its nascent stage whereas in India, the Regulator has been 
playing a pro-acti ve role since the year 2005. The Micro-Insurance Regulati ons are also in place. 
Micro insurance should be bundled with microfi nance, so that it can provide a big boost to this 
segment. 

In this regard the Commission will be formulati ng a taskforce to develop the regulatory frame-
work to mandate micro insurance for both public and private sector insurers and to design train-
ing programs for preparing specialized manpower for distributi on of micro insurance products. 

9.8.5 Compulsory Motor Third Party Insurance

To eliminate the issuance of bogus motor third party compulsory insurance certi fi cates by un-
authorized persons/enti ti es and to ensure that all vehicles on the country’s roads have proper 
insurance cover issued by registered insurance/takaful companies, SECP, aft er detailed delibera-
ti ons with the Insurance Associati on of Pakistan, had agreed on a comprehensive proposal. Aft er 
approval from the Ministry of Finance, this was conveyed to the respecti ve provincial govern-
ments who have not taken any steps as yet to make the necessary amendments in the law. 

The Commission will pursue this matt er acti vely with all the provincial governments so that this 
bogus practi ce is stopped once and for all.

9.8.6 Registrati on & Compliance Guidelines

ID will publish a guide in order to ensure that registrati on and compliance becomes inexpensive 
and simple to understand. The objecti ve is to explain the process in clear and unambiguous 
terms so that it becomes easier for the insurers and brokers to register and trade in Pakistan.
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10 Operati onal Structure

10.1 Structure

Support Functi ons are responsible for facilitati ng the core operati onal divisions of the Commission 
and ensuring their smooth functi oning. It has been organized into the following:
  

• Law Division
• Appellate Bench
• Finance Department
• Human Resources and Training Department
• Administrati on Department
• Informati on Systems and Technology Department
• Internal Audit

10.1.1 Management Team

Support Functi ons work under the direct supervision of the Chairman, Mr. Salman Ali Shaikh. 
Mr. Javed K. Siddiqui, Executi ve Director, heads the Finance Department, Mr. Mansur Ahsan, 
Executi ve Director, heads the Human Resource and Training Department, Mr. Nazir Ahmed 
Shaheen, Executi ve Director heads the Administrati on Department, and Mr. Arshad Javed 
Minhas, Executi ve Director, heads the Informati on Systems and Technology Department.

10.2 LAW DIVISION

10.2.1 Operati onal Structure

(a) Structure

Law Division (LD) functi ons as an independent division.  It operates with the mandate to 
independently manage the legal aff airs of the Commission and to provide imparti al legal advice 
to each operati onal division. 

(b) Management Team

Mr. S. Tariq Asaf Husain Commissioner oversees the working of the Law Division. Mr. M. Ashraf 
Tiwana is Director Law and the administrati ve head of the Legal Department. He also directly 
manages the Advisory and Liti gati on Wing. Mr. 
Sultan Mazhar Sher is Director Law and heads the 
Legislati on Wing. 

LD has been divided into the following three wings:

• Advisory Wing
• Liti gati on Wing
• Legislati on Wing

Offi  cers of Legal Department with Director Mr. Ashraf Tiwana
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10.2.2 Advisory Wing

Advisory wing of LD advises the operati onal divisions and departments on a number of wide-
ranging and important issues.  The wing is responsible for negoti ati ng and draft ing agreements, 
MOUs, preparing and reviewing show cause noti ces to be issued by the operati onal departments. 
In additi on, the Federal Ministries and Departments oft en refer work of advisory nature to the 
Commission where they seek the Commission’s experti se on issues pertaining to the corporate 
sector and capital market. 

(a) Scope of Work & Stati sti cs

Advisory wing provided more than 205 writt en opinions during the year under review.  The 
major legal issues raised in the opinions included: 

• Procedural and substanti ve laws pertaining to Self Regulatory Organizati ons, 
Share Depositories, Clearing Houses, Brokerage Houses and other professional 
intermediaries.  

• Scruti ny of investor complaints and suggesti ng availability of legal and quasi legal 
forums to provide relief.

• Insider trading laws, market manipulati ons and other fraudulent acts as prohibited 
in securiti es laws.

• Applicability of Takeovers law and sancti ons available to the Commission for 
contraventi ons. 

• Guidance and resoluti on in instances of confl ict of laws.
• Issuance of shares, indirect acquisiti on, sale and repurchase of shares
• Delegati on of powers.
• Suitability of sancti ons that may be imposed by the Commission including impositi on 

of fi ne, issuance of directi ves and cancellati on of licenses.
• The viability of initi ati ng legal proceedings in courts of competent jurisdicti on.
• Impositi on of sancti ons on company management for contraventi on of statutory 

requirements enacted for the purposes of inculcati ng transparency and accountability.
• Steps to be taken when the Commission’s power is invoked during the pendency of 

a case in a court of competent jurisdicti on. 
• Clarifi cati on regarding the statutory requirements imposed by the Companies 

Ordinance 1984
• Advice of the future course of acti on during inquiries and proceedings in light of 

technical hurdles.
• Opinion on applicability of secti on 16 of SEO 1969, scope of secti on 18-A SEO 1969, 

interpretati on of Companies (Invitati on and Acceptance) Deposit Rules 1987, inquiry 
against  Takaful Company, inquiry against Five Brokerage Houses.

10.2.3 Liti gati on Wing

Liti gati on wing’s core responsibility is to manage all liti gati on insti tuted by or against the 
Commission whether civil, criminal or corporate in nature and to defend and protect the 
Commission’s interest in the courts of law. Its functi ons include maintaining and updati ng 
liti gati on records and database, appointment of lawyers and ancillary matt ers thereto, co-
ordinati on with external lawyers as well as operati onal departments, preparing and examining 
pleadings etc. Lawyers working in the Liti gati on wing regularly appear before courts including 
the Supreme Court of Pakistan and the High Courts to represent the Commission. 
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10.2.4 Scope of work & stati sti cs

Liti gati on wing defends the Commission’s interest in the Courts and also provides assistance to 
the Courts in matt ers related to laws administered by the Commission. During the last fi scal year 
Liti gati on wing dealt with cases involving the following issues:

• Amalgamati on and merger peti ti ons 
• Winding-up peti ti ons 
• Recti fi cati on of Register of Companies 
• Criminal complaints on insider trading 
• Criminal complaints pertaining to price manipulati on 
• Proceedings against the management of the companies under Ordinance and other 

laws administered by the Commission
• Cases related to investor complaints against brokers, investment banks etc.
• Service matt ers
• Suits for damages against the Commission
• Human Rights Commission cases before Supreme Court
• Consti tuti onal Peti ti ons

As of June 30, 2009 the total number of cases fi led by and against the Commission that are 
pending before diff erent courts of Pakistan are close to 600. Moreover, in one of the cases 
recovery of Rs. 100 million embezzled amount was eff ected.   

10.2.5 Legislati on Wing

The Commission constantly seeks to update its regulatory framework and fi ll any gaps or 
loopholes in the laws administered by it. Legislati on wing performs the important functi on of 
draft ing legislati on to be administered by the Commission and also reviews draft  laws developed 
by the Federal Government and statutory bodies. The wing, in consultati on with Advisory wing, 
also examines the laws administered by the Commission and proposes amendments where 
deemed necessary.

(a) Scope of work  

During the year under review, the Legislati on wing performed the following legislati ve functi ons 
in consultati on with the respecti ve operati onal divisions/departments: 

(b) New Laws

• Draft ed Group Companies Registrati on Regulati ons, 2008.
• Revised the NBFC Regulati on, 2008.
• Draft ed the Private Equity and Venture Capital Regulati ons, 2008.
• Draft ed Listed Companies (Substanti al Acquisiti on of Voti ng Shares and Take-Overs) 

Regulati ons, 2008.

(c) Proposed Amendments in the Existi ng Laws

• Appointment of Legal Advisors Act, 1974
• Securiti es and Exchange Ordinance, 1969
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• Chartered Accountants Ordinance, 1969
• Companies Ordinance, 1984
• First Schedule of the Companies Ordinance
• Sixth Schedule of the Companies Ordinance, 1984
• Insurance Ordinance, 2000
• Takeover Ordinance, 2002
• General Form and Provision Rules, 1985
• Companies Invitati on and Acceptance of Deposits Rules, 1985
• Issue of Capital Rules 1996
• Insurance Rules, 2002
• NBFC Rules, 2003 and
• Companies Registrati on Offi  ces Regulati ons, 2003

Legislati on wing remained acti vely involved in the ongoing exercise to completely revamp the 
existi ng laws administered by the Commission.  The new laws which are in process of development 
are the Draft  Corporate Rehabilitati on Act,Draft  Securiti es Act, Draft  Futures Trading Act, Draft  
Securiti es and Exchange Commission of Pakistan Act, and Draft  Demutualizati on Act.

10.2.6 Legal Wing - South

In year 2006 Legal wing was set up in Karachi to manage the legal aff airs of the Commission for 
the southern region.  Legal wing primarily provides legal advice to operati onal departments and 
represents the Commission in liti gati on matt ers before Sindh High Court and Karachi District 
Courts.  Legal wing (South) is also responsible for liaising with the Head Offi  ce on legal issues of 
the operati onal departments.

10.2.7 Future Plans

LD plans to undertake the following acti viti es over the coming year.

1. Introduce a revamped court case database, which would be more interacti ve and 
user friendly.

2. Complete automati on of advisory wing to make it paper free.
3. To create a complete scanned data base of legal advises, for ease of reference and to 

avoid duplicity in the work. 
4. Develop standardised documents and templates for use by the operati onal division/

departments.
5. Issue an online quarterly newslett er for the benefi t of the operati onal departments 

covering legal issues facing the Commission.

10.3 APPELLATE BENCH

The Appellate Bench Registry of the Commission is headed by the Registrar Appellate Bench, who 
works under general superintendence of the Appellate Bench. The Registrar, administrati vely, 
reports to the Commissioner, S. Tariq Asaf Husain.

The Appellate Bench of the Commission is statutorily mandated to hear appeals fi led against the 
orders either passed by a Commissioner or any other offi  cer authorized by the Commission. To 
hear appeals the Appellate Bench must comprise of at least two Commissioners.
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The Appellate Bench is assisted by the Appellate Bench Registry.  The Registry receives and 
scruti nizes the merit of the appeals under its powers conferred by the Securiti es and Exchange 
Commission of Pakistan (Appellate Bench Procedure) Rules, 2003.

During the year, 44 appeals were fi led before the Appellate Bench against orders passed by 
Commissioners, Executi ve Directors and Directors.  The Appellate Bench disposed off  40 appeals 
during this period.

10.4 FINANCE DEPARTMENT

The Finance department (FD) is responsible for all matt ers relati ng to functi ons of accounti ng, 
fi nancial reporti ng, treasury management, payment processing and budgeti ng. Multi -user 
accounti ng soft ware is being used and a sound accounti ng system is in place. The department 
follows transparent and eff ecti ve internal control system. Policies and procedures are well 
defi ned, regularly reviewed and improved upon, and consistently adhered to. Annual accounts 
are prepared under the framework of IFRS as applicable in Pakistan and audited by a leading fi rm 
of Chartered Accountants. FD has two wings which perform the following functi ons:

10.4.1 Finance Wing

The Finance wing is responsible for managing payment processes for authorized transacti ons 
while ensuring adherence to the established policies and procedures. It also accounts for all 
revenues of the Commission, manages profi table and secure investment of surplus funds in 
accordance with approved policies and liaises with banks to ensure that banking arrangements 
are adequate. The wing ensures that all fi nancial transacti ons are processed and recorded in 
accordance with internal controls adopted by the Commission.

10.4.2 Accounts Wing

The Accounts wing is entrusted with all accounti ng functi ons and responsible for preparati on of 
budget and its approval by the Policy Board. It also exercises budgetary controls and monitors 
actual expenditure against budgeted limits. It issues monthly Management Informati on Reports 
for the Commission highlighti ng division/department wise fi nancial results. The wing is also 
responsible for maintaining proper books of accounts of the Commission. The wing also ensures 
that fi nancial statements are prepared in accordance with IFRS, and audited fi nancial statements 
are made available for approval of the Commission within one month of close of the fi nancial 
year. 

Offi  cers of Finance Department with ED Mr. Javed K. Siddiqui
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10.5 HUMAN RESOURCES & TRAINING DEPARTMENT (HR & TD)

The HR & TD is responsible for facilitati ng overall operati ons of the Human Resources at the 
Commission. It is structured into the following two wings:

• Human Resources Wing
• Training Wing

The Financial Year 2008-09 has been a challenging year for the HR & TD. Keeping in view the 
Commission’s objecti ves and employees’ expectati ons, a number of initi ati ves were taken. A few 
of them are as follows:

1. Promoti on policy for staff 
2. Percepti on Survey
3. Promoti ons of offi  cers & support staff 
4. In house trainings 
5. Medical camps & cricket matches

10.5.1 Promoti on Policy for Staff 

HR & TD recently announced a promoti on policy for all non offi  cers. It is a clear, step wise 
procedure  laid out for all non offi  cer promoti ons in future. 

10.5.2 Percepti on Survey

The third phase of the Climate Survey was completed in the year 2008-09. Percepti on survey 
was conducted to profi le the alignment between the Commission’s stated mission and actual 
workforce beliefs and behaviors by addressing topics such as trust in leadership, team building, 
communicati on, job involvement and percepti ons of future growth. The results indicated that a 
sense of community, a shared vision and a positi ve outlook existed in the Commission.
The fi rst two phases were executed in the year 07-08: 

• As a fi rst step, Climate Survey was conducted to assess the culture’s capacity to 
support individual, group and organizati onal growth.  It further aided in determining 
the morale, job stress, organizati onal learning, teamwork, employee health and 
producti vity.  

• Super ordinate survey was carried out to elicit opinions from various divisions about 
their management. 

• Percepti on survey, in the third phase was conducted to gain a holisti c opinion of the 
top management.

Offi  cers of Human Resources Department with ED
Mr. Mansur Ahsan
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The whole acti vity gave a clear picture of the prevalent culture and the percepti on about the 
top management. The results are being used to induce improvements in systems where needed.

10.5.3 Promoti ons of Offi  cers

In conti nuati on of the Promoti on Policy introduced in 2006-07 and implemented subsequently, 
a total of 48 offi  cers were promoted in 2008-09. 

(a) Promoti ons of Support Staff 

The implementati on of the promoti on policy of staff  was started right aft er the policy was laid 
out. Based on recommendati on by the respecti ve divisions/department, a total of 62 offi  ce 
att endants/drivers and 14 Support Staff  were promoted.

10.5.4 In-House Trainings Initi ati ves

Two to three hours in-house training initi ati ves on various topics i.e. leadership, team building, 
positi ve atti  tude were conducted. This was done to increase learning at workplace. All divisions 
have been covered under the fi rst leg of the program. This initi ati ve is a conti nuati on of HR & TD 
eff orts towards capacity building.

10.5.5 Medical Camps

A number of medical camps were held throughout the year for all employees and their families 
under the supervision of Dr. Rubina Tahir, Chief Medical Offi  cer of SECP. Various pharmaceuti cal 
companies visited the Commission and conducted 2-3 hours sessions on diff erent diseases. All 
pati ents diagnosed with deranged levels were also provided with post medical follow-up. These 
camps are part of a comprehensive medical policy announced for all employees last year. 

10.5.6 Cricket Tournament

An inter departmental cricket  tournament was organized. The aim was to encourage informal 
communicati on amongst employees. Besides that, matches are also a source of healthy 
entertainment and relaxati on aft er hecti c work schedules.

10.5.7 Overall Age profi le of SECP Employees

Sr. No Age Group Total % of Total

1 20-24 yrs 6 1.03

2 25-29 yrs 78 13.33

3 30-34 yrs 119 20.34

4 35-39 yrs 120 20.51

5 40-44 yrs 92 15.73

6 45-49 yrs 71 12.14

7 50-54 yrs 53 9.06

8 55 & above 46 7.86

Total 585
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Overall Age Profile(percentage) of SECP

1.03 13.33

20.34

20.5115.73

12.14

9.06 7.86

20-24 yrs 25-29 yrs 30-34 yrs 35-39 yrs

40-44 yrs 45-49 yrs 50-54 yrs 55 & above

10.5.8 Gender Positi on in SECP

Offi  cers & Support Staff 

Cadre Male Female Total
Offi  cers 251 57 308
 Staff 262 15 277
Total 513 72 585

Overall Gender Position of SECP in 2008-09

513

72

585

Male Female Total

10.6 ADMINISTRATION DEPARTMENT

10.6.1 Responsibiliti es & Acti viti es

The Administrati on department administers comprehensive acti viti es and functi ons of 
procurement and support services to provide the faciliti es to Commission and CROs all over 
Pakistan in developing effi  cient procedures and a competi ti ve environment.

These include records management, property management, arrangement of transport, 
procurement of goods & services, offi  cial vehicles repair & maintenance, formulati ng and 
managing administrati on related policies, procedures and informati on system, coordinati ng 
supplies and services, arrangement of furniture & fi xtures and maintenance of offi  ce premises, 
including up keep of children day care center established at the Commission for the convenience 
of employees.



Securities and Exchange Commission of Pakistan

127

A
N

N
U

A
L 

RE
PO

RT
 2

00
9

SUPPORT FUNCTIONS

10.6.2 Work in Progress 

The Administrati on department is undertaking a number of acti viti es to improve its services. 
These include: improvement in day care center faciliti es, establishment of an on-line help desk 
for lodging of the complaints and submission of suggesti ons and to speed up the process of 
complaint handling, enhancement of indoor/outdoor security in order to provide the employees 
a safe working environment, procurement of PABX for CRO Islamabad and Lahore, procurement 
of generators for CROs Peshawar, Multan and Faisalabad, disposal of the Commissions old 
vehicles, renewal of Internet service agreement, completi on of 4th fl oor’s renovati on and renewal 
of courier services agreement.

10.6.3 Future Plans

Through conti nuous eff orts and dedicated services Administrati on department looks forward 
to improve its services through taking various eff ecti ve and creati ve measures. The following 
proposals are underway for the benefi t of employees of the Commission:

1. ATM cash machine installati on in the ground fl oor lobby of NICL building.
2. Renovati on of 3rd fl oor and making of a mini gym, changing rooms, a mini cafeteria, 

meeti ng rooms, training class room  and a visitor’s lounge.
3. Revision of procurement policy.
4. Assets disposal procedure.
5. Purchase of land for the Commission’s building. 
6. Installati on of anti  shatt er/blast proof fi lm through NICL management.
7. Renovati on at SRO Karachi.

10.7 INFORMATION SYSTEMS AND TECHNOLOGY DEPARTMENT

10.7.1 Enhancing Use of Technology

Informati on Systems and Technology Department’s (IS & TD) role at the Commission is to provide 
informati on technology support, to build the Commission’s informati on infrastructure. 

To build and create IT infrastructure and environment, the IS & TD is following Internati onal 
Quality Standards ISO 9001:2008 in the design, development and implementati on of IT soluti ons 
and services.

Most current and forthcoming major IT soluti ons and services projects of the Commission driven 

Offi  cers of Administrati on Department with ED Mr. Nazir Ahmed Shaheen
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by Informati on Technology are eServices Project; Market Surveillance System; Business Conti nuity 
and Disaster Recovery Centre; Scanning and Archiving; Informati on Security Management 
System, etc.

In various IT projects the E-Government Directorate (EGD), (ADB), and Pakistan Soft ware Export 
Board (PSEB) provides technical and fi nancial assistance. 

The department’s soluti ons and services extent range from management support functi ons, 
MIS, decision support applicati ons to specialized applicati ons, network connecti vity and central 
server systems. The major areas of operati ons include design, development, implementati on and 
maintenance of soft ware and database systems, LAN / WAN connecti vity and central services, 
managed workstati on services, hardware maintenance services and training of IT products and 
services. 

10.7.2 Structure

The department has four disti nct functi onal management units: Applicati ons Management 
Unit, Systems Management Unit, Networks Management Unit, Databases & Data-Warehousing 
Management Unit and two functi onal groups: Business Process Management Group and Quality 
Assurance Group. The Quality Council and Informati on Governance & Security Council have 
been consti tuted to monitor, review, comply and update quality and informati on security related 
policies and procedures according to the internati onal standards. 

10.7.3 Major projects undertaken by the Department

Following  are some of the  major projects developed under the Applicati ons Management Unit:

(a) eServices Project

In order to submit statutory documents electronically by registered companies, to reduce  paper 
work and improve the Commission’s business processes management, this project was initi ated 
four years back. The project was funded by EGD.

The project was completed successfully and is at transiti on phase. Through eServices Online 
Portal, the Registrati on Department’s various business process services have been automated 
and made electronically available to the corporate sector. In parallel a complete Business Process 
Management (BPM) suite has been implemented, ensuring end-to-end digitalizati on. This BPM 
suite facilitates the Commissions offi  cials in electronic decision making process. 

Offi  cers of IS&T with ED Mr. Arshad Javed Minhas
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As the broader scope of the eServices project is not limited to Registrati on Department only, the 
various business process management soluti ons for other divisions and departments will also be 
available in near future. 

(b) eServices Extension Projects

Following are a few eServices Extension projects:

(i) Foreign Company Module

 The Foreign Companies Module of eServices implements 9 business processes. These 
business processes include legislati ve requirements as prescribed in the Ordinance, 
and rules made thereunder. Foreign Companies module is under development.

(ii) Specialized Companies Return Submission & Analysis Modules

 Specialized Companies Return Submission System (SCRS) will be used for the 
submission and consolidati on of the fi nancial data submitt ed by NBFCs. This 
applicati on is designed to support the rapid and reliable submission of informati on. 
System has been developed successfully and now is in testi ng phase. System will be 
deployed in near furture.

 Specialized Companies Return Analysis (SCRA) will be used for the analysis and 
reporti ng of the fi nancial data already submitt ed through SCRS system. 

(iii) e-Reporti ng Status Module

eReports status module is used to generate management, stati sti cal and staff  
related reports from data gathered by eServices and its process fl ow acti viti es. It is 
now in transiti on phase.

(c) Market Monitoring and Surveillance Soluti on

Market Monitoring and Surveillance System namely “AWACs” has been deployed that analyzes 
the real ti me data feeds from the three stock exchanges and generates a number of alerts and 
reports related to various types of market manipulati ons.  The availability of market informati on 
on real ti me basis through this system enables the Commissions offi  cials to measure performance 
and monitor stock market’s acti viti es, which will assure the market’s fairness, effi  ciency and 
liquidity.  The criti cal analyses functi onality of the stock market is available in a separate module 
of this system. 

(d) Scanning and Archiving Project

The project was meant to scan and archive all documents located at the Commission and CROs. 
With the successful implementati on of this project, the Content Management System is now 
archiving the scanned documents along with metadata in a repository. 

(e) Insurance Industry Regulatory System (IIRS)

The IIRS was developed to facilitate the Insurance Division to carry out its functi ons. IIRS can 
electronically import insurance industry’s data with stati sti cal and analyti cal tools designed to 
facilitate in examining, analyzing and rati ng fi nancial conditi on of insurance companies. 
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Some of the major projects being carried out by the Systems and Database Management Unit 
are as follows:

(f) Establishing Business Conti nuity and Disaster Recovery Centre

To counter interrupti ons to business acti viti es and to protect criti cal business processes from 
the eff ects of major failures of informati on systems or disasters and to ensure their ti mely 
resumpti on, the Commission has approved establishment of Business Conti nuity and Disaster 
Recovery Centre at CRO Lahore. This project is in its implementati on phase and site preparati on 
is underway

(g) Establishing New Data Centre

New data centre was established successfully for which UPS and related hardware infrastructure 
was installed.

(h) Server Consolidati on and Virtualizati on

This project was initi ated two years back aft er a very comprehensive testi ng against needs 
and requirements of applicati on servers and to handle acti viti es such as: centralizati on, data 
integrity, applicati on integrati on, reduced infrastructure and business conti nuity costs. Server 
consolidati on and virtualizati on can resolve the increasing loads and processing requirements 
due to new joining of staff s and additi onal applicati on demand. Planning, trainings, pilot 
deployment and testi ng acti viti es have been completed successfully. Now actual implementati on 
is in progress.

(i) Storage Up-gradati on Project

This project was initi ated to create the capacity for storing log fi les especially for securiti es 
market and Commission’s important data for at least fi ve years. In order to maintain the existi ng 
databases and related logs and to handle the real-ti me data coming from the stock exchanges, 
this storage up-gradati on project is a comprehensive soluti on. It provides data storage and 
data archiving soluti ons at Primary and Disaster Recovery Site. The project has been completed 
successfully.

10.7.4 Work in Progress

During the year 2008–2009, a number of designing, development, implementati on and 
maintenance acti viti es for IT soluti ons and services are being carried out. Some of these acti viti es 
are:

(a) ISMS Implementati on

Realizing the threats to the confi denti ality, integrity and availability of Commission’s informati on 
assets, the department understands the need for implementi ng an Informati on Security 
Management System (ISMS) and its certi fi cati on. ISMS ISO27001:2005 certi fi cati on will give the 
department the ability to extend an existi ng QMS ISO9001:2000 to include Informati on Security 
without bringing in a whole new system. 

To establish, implement and operate ISMS at planned intervals, and to ensure improvement and 
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the need for changes in the ISMS, a Taskforce has been consti tuted. For establishing ISMS, the 
department is documenti ng their processes, procedures and policies in accordance with the 
ISO27002 standards.

(b) Revamping SEC’s Offi  cial Website

To disseminate informati on eff ecti vely and in a ti mely manner to its intended users, the 
department has revamped the offi  cial website of the Commission by improving navigati on and 
aestheti c features. A separate secti on for Securiti es Market updates has been introduced where 
daily Market and NCEL reports are archived as well as draft s of upcoming rules and regulati ons 
are placed over the website for stakeholder discussion and suggesti ons.

(c) News Management System

The regulatory responsibiliti es of the Commission put a demand on its offi  cials to keep abreast 
with the latest developments taking place in various sectors of nati onal and internati onal 
economy. An advanced News Management System has been developed by the Internal & 
External Communicati ons Department (I & ECD) with the technological support of IS & TD.

(d) Physical Security

Physical security of enti re IT infrastructure, especially server room has been ensured by installing 
automated locked doors, by administrati ve and authenti cati on control, and by ti ghtening security 
with vigilant monitoring. 

10.7.5 Future Plans

Some of the projects planned for the next fi scal year are menti oned below:

(a) QMS ISO 9001:2008 Re-Registrati on Audit

Annual 3rd party re-registrati on audit for Quality Management System of the department will be 
conducted to assure that its systems are in compliance with the internati onal standards.

(b) ISMS ISO 27001:2005 3rd Party Certi fi cati on Audit

An Informati on Security Management System (ISMS) will be established, implemented, operated, 
and maintained within the department assuring confi denti ality, integrity and availability of 
the Commission’s electronic informati on assets. First 3rd party Certi fi cati on Registrati on audit 
for ISMS will be conducted to assure that its systems are in compliance with the internati onal 
standards.

(c) Network Vulnerability Tools

To ensure system/network security management, network fault detecti on and troubleshooti ng 
LAN/WAN infrastructure, IS&TD realizes the need for proper network vulnerability assessment 
tools.
 
(d) Capacity Building & Training Needs

IS & TD regularly carries out various trainings according to the training need analysis. This 
includes but is not limited to, training of IT staff  at CROs, end user trainings, capacity building at 
IS & TD and preparati on of training manuals and interacti ve CDs for the purpose. 
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(e) SEC Complaints Management System

SEC Complaints Management System is a web-based Issue Tracking/Complaints Management 
System designed for administrati on department to manage end user issues and keep them 
informed on request status and assist them in coordinati ng second and third line support.  The 
system off ers comprehensive reporti ng and tracking services and use Acti ve Directory services 
for user authenti cati on.  It not only helps in tracking the progress of issue resoluti on, but also 
saves informati on about all issues in a database, allowing you to maintain data from past issues 
and projects. 

10.8 INTERNAL AUDIT

Internal Audit department (IA) is an independent appraisal functi on within the Commission. 
The work of IA is governed under Internal Audit Charter and internal audit manual which covers 
the role to review the adequacy and eff ecti veness of the Commission’s governance, processes, 
controls and risk management in implementi ng agreed strategies across the organizati on. The 
internal audit manual outlines the standards, guidelines and procedures for IA and encompasses 
a risk-based audit approach. 

10.8.1 Performance During The Year

Internal Audit department carried out the following major acti viti es:

• Review of payroll processing, pett y cash management, revenue collecti on, travel, 
procurement and administrati on functi ons

• Revenue assurance assignment relati ng to registrati on, mortgage, penalti es and 
other fees

• Audit of  the Finance & Administrati on department of the Commission
• Review of internal controls on fi nancial transacti ons
• Review and Audit of the fi nancial and operati onal controls at the Company 

Registrati on Offi  ces (CROs)
• Pre-Audit of all fi nal sett lement cases of the outgoing employees of the Commission
• Audit of Donor Funded Projects
• Special Assignments including human resource surveys
• Liaison with the external auditors.

At the end of each assignment, a report of observati ons and recommendati ons is submitt ed for 
necessary acti on by the division/department head. Adequate follow up is maintained to monitor 
progress in respect of signifi cant audit concerns.

10.8.2  Future Plans

Internal Audit department endeavors to promote integrity, economy, effi  ciency and eff ecti veness 
in the Commission’s programs and operati ons. Accordingly in the ensuing year, besides its routi ne 
operati ons, Internal Audit department has planned to undertake the following acti viti es:

• Evaluati on of current internal control through fi nancial, operati onal and compliance 
audits and advising on control weaknesses.

• Audit of systems and various functi ons with in the Commission to highlight the 
improvement areas and to strengthen the rules and procedures governing those 
systems and functi ons.

• Ensuring more strict compliance with laws, rules and regulati ons at the CROs to 
promote bett er governance and professionalism with in the Commission.
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Total Number of Registered Companies:

Table 1:  NUMBER & TYPE OF COMPANIES
(Registered under the Companies Ordinance,1984)

Type of Companies
Total companies as 

on 30.06.2008

Newly Incorporated 
Companies for the year 
ended on June 30, 2009

Companies limited by shares:

Public listed (only those which are registered 
under the Ordinance)

616

Public unlisted 2,168 46

Private 46,125 2,917

SMCs 775 127

Total companies limited by shares 49,684 3,090

Companies limited by guarantee u/s 43 64 4

Not-for-profi t associati ons u/s 42 398 31

Trade Organizati ons 202 3

Foreign companies 725 53

Unlimited companies 3

Companies under secti on 503 of the Ordinance 4

Total Companies 51,080 3,181

Capitalizati on Breakdown:

Table 2

CAPITALIZATION BREAKDOWN AS ON 30-06-2009

Paid up Capital (Rs.)
Listed 

companies

Unlisted 
public 

companies

Private 
companies

SMC s
Total

% age

Upto 100,000 0 407 19113 520 20,040 38.66

100,001 to 500,000. 1 311 7126 120 7,558 14.58

500,001to 1,000,000 1 81 4744 99 4,925 9.50

1,000,001 to 10,000,000 23 337 13260 95 13,715 26.46

10,000,001 to 100,000,000 210 634 3366 44 4,254 8.21

100,000,001 to 500,000,000 232 286 490 2 1,010 1.95

500,000,001 to 
1,000,000,000

61 50 36 0 147 0.28

1,000,000,001 to above 86 66 33 0 185 0.36
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Sectoral Classifi cati on:

Table 3
SECTOR-WISE DISTRIBUTION (Limited by Shares)

Sectors Total Companies

Auto & Allied 601
Broadcasti ng and Telecasti ng 263

Cable & Electrical Goods 571
Carpets and Rugs 81
Cement 105
Chemical 1416
Communicati ons 2094
Constructi on 2256
Corporate Agricultural Farming 777
Educati on 438
Engineering 1661
Finance and Banking 1029
Food and Beverages 2077
Footware 58
Fuel and Energy 931
Ginning 340
Glass and Ceramics 299
Healthcare 386
Informati on Technology 1930
Insurance 323
Jute 20
Leather and Tanneries 405
Lodging 430
Mining and Quarrying 419
Paper and Board 978
Pharmaceuti cal 990
Power Generati on 465
Real Estate Development 1097
Services 5620
Sport Goods 166
Steel and Allied 421
Sugar and Allied 161
Syntheti c and Rayon 171
Texti le 4604
Tobacco 86
Tourism 5304
Trading 5907
Transport 1028
Vanaspati  and Allied 403
Wood and Wood Products 204
Miscellaneous 5319

Total 51,834
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Associati ons not-for-profi t:

Table 4
ASSOCIATIONS NOT-FOR-PROFIT

Object No of Associati ons

Commerce 225

Art 6

Science 12

Religion 9

Sports 26

Social Services 200

Charity 58

Others 161

Total 697

Foreign Companies: 

Table 5
FOREIGN COMPANIES

Country Number of Companies

USA 145

UK 112

France 23

Germany 23

China 29
Japan 36

Australia 18

Middle East Countries 70

Far Eastern Countries 107

Other European Countries 101

Other Asian Countries 19

Other Countries 86

Total 769



Securities and Exchange Commission of Pakistan

163

A
N

N
U

A
L 

RE
PO

RT
 2

00
9

STATISTICAL SECTION

Newly Registered Companies:
Table 6

NEWLY REGISTERED COMPANIES

Type of Companies FY 2007-08 FY 2008-09

Companies limited by shares:
   Public unlisted companies 84 46
   Private 4,438 2,917

   SMCs 168 127

Total companies limited by shares 4,690 3,090

Associati ons not-for-profi t u/s 42 42 31

Companies limited by guarantee u/s 43 1 4

Trade Organizati ons 0 3

Foreign companies 48 53

Total Newly Registered Companies 4,781 3,181

Approvals and Permissions:-
 

Table 7
LIST OF CASES APPROVED UNDER THE ORDINANCE AND RULES AND REGULATIONS MADE 

THERE-UNDER

Sr. 
#

Relevant Secti on of 
the Ordinance.

Nature of Approval/Permission Sought
Cases 

Disposed 
(No.) 

1    Secti on 21 Amendment in memorandum and arti cles of associati on 188

2 Secti on 24(3)
Extension in ti me for fi ling the documents on confi rmati on 
of alterati on

4

3 Secti on 37 Availability of name 10,545

4 Secti on 39 Change of name 166

5 Secti on 44 Conversion of public companies into private companies 3

6 Secti on 86 Further issue of capital

7
Secti ons 121,129,132,  
131

Registrati on, modifi cati on, sati sfacti on of charge and 
Condonati on of delay in submission of parti culars of 
charge

6,578

8 Secti on 146 Commencement of business certi fi cate 31

9 Secti ons 158
Extension in period for holding of AGM s by non-listed 
public and private companies 

137

10 Secti on 159(7) Holding of an EOGM at a shorter noti ce 11

11 Secti on170 Calling of overdue meeti ngs 5

12 Secti on 195 Grant of loans to directors of non-listed public companies 2

13 Secti on 233 Preparati on of fi rst accounts exceeding 12 months 1

14 Secti on 234 (5) Exempti on from disclosure requirements 1
15 Secti on 237 Exempti on for Consolidati on of Accounts 5
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16 Secti on 252 Appointment of Auditors 6

17 Secti on 258 Approval of appointment of cost auditor 46

18 Secti on 439(9)
Restorati on of name of company to the register of 
companies

2

19 Secti on 466(6) Issue of certi fi ed copies of documents 38,309

20

Regulati on 18 of 
the Companies 
(Registrati on Offi  ces) 
Regulati ons, 2003.

Inspecti on of records maintained with CROs 15,304

21
Miscellaneous (minor acti viti es, providing informati on to 
diff erent agencies and shareholders, etc.)

2,020

22 Total 73,364

TABLE 8
Disposal of Complaints

Sr. No. Nature of complaint Received Disposed Pending

1 Non payment of dividend 5 2 3

2 Mismanagement of companies 15 14 1

3 Non receipt of balance sheets 2 2 0

4 Non receipt of noti ces  2 1 1

5 Non registrati on of transfer of shares 3 3 0

6 Non issue of share certi fi cates 4 4 0

7 Improper holding of meeti ngs 2 2 0

8 Non holding of AGM 0 0 0

9 Non receipt of dividend warrant 5 5 0

10 Misappropriati on 1 0 1

11 Misapplicati on of funds 0 0 0

12 Improper electi on of directors 2 2 0

13 Miscellaneous 66 57 9

Total 107 92 15



Securities and Exchange Commission of Pakistan

165

A
N

N
U

A
L 

RE
PO

RT
 2

00
9

STATISTICAL SECTION

TABLE 9
DISPOSAL OF APPEALS

Sr. No 
Relevant Secti on 
of the Ordinance 

Nature of Appeal Received Disposed Pending 

1 Secti on 37
Appeal against refusal 
of company name 

30 16 14

2
Secti on 78-A

Appeal against refusal 
for registrati on of 
transfer

3 0 3

3
Secti on 468

Appeal against 
refusal to accept any 
document 

2 1 1

4
Secti on 477

Appeal and revision 
applicati on against 
order passed under 
secti on 476 (1)

9 6 3

5
Secti on 484

Revision and Review 
of any order passed 
other than Secti on 
476

1 0 1

Total 45 23 22

Table 10: Licenses Renewed NBFC II

Name of NBFC Nature of License

Atlas Asset Management Ltd. Asset Management Services

AL Meezan Investment Management Ltd Asset Management & Investment Advisory Services

ALFalah GHP Investment Management Ltd. Asset Management & Investment Advisory Services

KASB Funds Limited Asset Management & Investment Advisory Services

Askari Investment Management Ltd. Asset Management & Investment Advisory Services

AMZ Asset Management Ltd. Asset Management Services

AKD Investment Management Ltd. Investment Advisory Services

Pak Oman Asset Management Company Ltd. Asset Management & Investment Advisory Services

ABL Asset Management Co. Ltd. Asset Management & Investment Advisory Services

Arif Habib Investments Ltd. Asset Management & Investment Advisory Services

BMA Asset Management Company Ltd. Asset Management Services

Nati onal Asset Management Co. Ltd. Asset Management & Investment Advisory Services

Noman Abid Investment Management Ltd. Asset Management Services

JS Investments Limited Asset Management & Investment Advisory Services
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MCB Asset Management Company Ltd. Asset Management & Investment Advisory Services

UBL Fund Managers Limited Asset Management & Investment Advisory Services

First Capital Investments Limited Asset Management Services

Nati onal Fullerton Asset Management Ltd. Asset Management & Investment Advisory Services

PICIC Asset Management Co. Limited Asset Management & Investment Advisory Services

Faysal Asset Management Limited Asset Management & Investment Advisory Services

Crosby Asset Management Limited Asset Management & Investment Advisory Services

Habib Asset Management Limited Asset Management Services

Magnus Investment Advisors Limited Investment Advisory Services

Alliance Investment Management Ltd. Investment Advisory Services

Nati onal Investment Trust Limited Asset Management Services 

Mashreq Asset Management Pakistan Ltd. Asset Management Services

IGI Funds Limited Asset Management & Investment Advisory Services

Table 11: Sector Brief for Investment Banks, leasing and Modarabas 
As of June 30, 2009 (all fi gures in PKR millions)

Parti culars
Investment

Banks
Leasing

Companies
Modarabas Total

Total Assets 31,796 59,863 26,626 118,285

Total Equity 3,922 7,986 11,334 23,242

Total Net worth 3,129 7,672 11,706 22,507

Total Liabiliti es 28,666 52,191 14,905 95,762

Total Deposits 9,664 8,458 2,795 20,917

Sector Leveraging as Total Liabiliti es to 
Equity Rati o 

6.77 Times 4.67 Times 1.12 Times 3.29 Times

Sector NPLs as % of Gross Total Assets 16 12 8 12

Sector NPLs as % of Gross Lending 
Portf olio

33 15 12 18

Table 12 : New Licenses issued in the area of Asset Management and Investment Advisory

Name of NBFC Nature of License

Lakson Investments Limited
Asset Management & Investment Advisory 
Services

Mashreq Asset Management Pakistan Limited Asset Management Services

MCB Asset Management Company Ltd. Investment Advisory Services
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Table 13: Mutual Funds data June 2009 

S# 
Nature of 
Mutual Funds 

Closed End Funds Open End Funds Grand Total 
% of 
Total 
AssetsNo. 

Total 
Assets
(PKR 
million) 

No. 
Total Assets 
(PKR 
million)

No.

Total 
Assets 
(PKR 
million)

1 Asset Alloc. 1  2,165.02 9  4,473.01 10  6,638.03 2.9% 

2 Balanced 1  730.47 4  6,009.26 5  6,739.73 3.0% 

3 Capital Prot. 2  1,344.75 6  6,837.84 8  8,182.59 3.6% 

4 Equity 11  20,015.16 13  77,702.69 24  97,717.85 43.1% 

5 Fund of Funds 1  285.17 1  718.92 2  1,004.08 0.4% 

6 Income -  - 26  72,129.18 26  72,129.18 31.8% 

7 Index -  - 4  2,303.12 4  2,303.12 1.0% 

8 Islamic 2  2,346.36 13  15,066.71 15  17,413.07 7.7% 

9 Money Market -  - 5  12,891.84 5  12,891.84 5.7% 

10 Sector 2  1,962.55 -  - 2  1,962.55 0.9% 

TOTAL  20  28,849.46 81  198,132.57 101  226,982.03 100.0% 

Non-Banking Finance Companies (NBFCs) and Modarabas

The existi ng regulatory framework for NBFC sector has been divided into two clusters. Any NBFC 
falling in a parti cular cluster may undertake any form of business of that parti cular cluster but 
not allowed to have any business for following under the other cluster simultaneously.

Forms of business permissible to the cluster one and two are given below:

Cluster One:

• Investment Finance Services
• Leasing
• Housing Finance Services

Cluster Two:

• Asset Management Services
• Investment Advisory Services
• Venture Capital Investment
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TABLE – 14 Investment Finance, Leasing and Housing Finance Service

S.No. Name of NBFC

Nature of Business

Investment Finance 
Services

Leasing
Housing Finance 

Services

1 Al-Zamin Leasing Limited √ √

02 Asian Housing Finance √

03 Askari Leasing Limited √

04 Escorts Investment Bank √

05 First Credit & Invest. Bank √

06 First Dawood Investment Bank √ √

07 Grays Leasing Limited √

08 IGI Investment  Bank Limited √ √

09 Innovati ve Investment Bank Ltd. √ √ √

10 Invest Capital Investment Bank √

11 J.S. Investments Limited √

12 NBP Leasing Limited √

13 Orix Investment Bank Ltd. √

14 Orix Leasing Pakistan Ltd. √

15 Pak Gulf Leasing Co. Ltd. √

16 Saudi Pak Leasing Co. Ltd. √

17 Security Investment Bank Ltd. √

18 Security Leasing Corp. Ltd. √

19 Sigma Leasing Co. Ltd. √

20 SME Leasing Limited √

21 Standard Chartered Leasing √

22 Trust Investment Bank Limited √ √

Total 11 15 2

NBFC – I (Investment Banking Services, Leasing and Housing Finance)

There are 34 NBFCs under the regulatory ambit of NBFC-1. The number of licensed enti ti es 
among these 34 NBFCs is 22. The remaining 12 enti ti es do not possess a valid license as they are 
either non-compliant with the licensing requirements, fi nancially sick or are under winding-up/ 
liquidati on. The detail of licensed NBFCs is as follows: 

NBFCs Licensed Dormant Total

Investment Banks 10 03 13

Leasing Companies 11 08 19

Housing Finance Companies 01 01 02

Total 22 12 34
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Table 15 – Break up of total assets of Pension Funds in to Sub-Funds as on 30-06-2009

|- - - - - - - - - - - - -  (rupees) - - - - - - - - - - - - - - |

Parti culars Equity Sub-Fund Debt Sub-Fund
Money Market 
Sub-Fund

Total

Total Assets 259,975,990 332,615,414 289,115,704 881,707,108 

Total liabiliti es 6,495,077 3,763,955 1,783,154 12,042,186 

Net Assets: 266,471,067 336,379,369 290,898,858 869,664,922 

Break up of total assets of Pension Funds in to Sub-Funds as on 30-06-2009

Break up of total assets in to Sub Funds of the Pension Funds (Rupees) 

Debt Sub-Fund,  
332,615,414 , 38%

Money Market 
Sub-Fund,  

289,115,704, 33%

Equity Sub-Fund, 
259,975,990 , 29%

Equity Sub-Fund Debt Sub-Fund Money Market Sub-Fund

Table 16 – Comparati ve Positi on of total assets of Pension Funds as on 30-06-2009

S. No Pension Fund
Equity Sub 

Fund
Debt Sub 

Fund

Money 
Market Sub 
Fund

Total Assets Percent

1
Meezan 
Tahaff uz 
Pension Fund

59,513,810 69,295,440 62,176,007 90,985,256 22%

2
Pakistan 
Pension Fund

39,425,074 47,345,751 37,847,024 124,617,849 14%

3
Pakistan Islamic 
Pension Fund

23,222,075 34,933,786
          

33,320,883 
91,476,744 10%

4
Atlas Pension 
Fund

37,400,358 52,155,738 
          

42,779,602 
132,335,698 15%

5
Atlas Pension 
Islamic Fund

50,985,513 57,760,450 
          

45,356,885 
154,102,848 17%

6
JS Pensions 
Savings Fund

19,588,205 37,604,521 
          

35,353,991 
92,546,716 10%

7
JS Islamic 
Pension Savings 
Fund

29,840,957 33,519,727 32,281,312 95,641,996 11%

  259,975,990 332,615,414 9,115,704 881,707,108 100%



Securities and Exchange Commission of Pakistan

170

A
N

N
U

A
L 

RE
PO

RT
 2

00
9

STATISTICAL SECTION

Comparati ve Positi on of total assets of Pension Funds as on 30-06-2009
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Table - 17– Asset mix of Pension Funds as on 30-06-2009

|- - - - - - - - - - - - -  (rupees) - - - - - - - - - - - - - - |

S 
No

Types of 
assets

Equity Sub-
Fund

Debt Sub-Fund
Money Market 

Sub-Fund
Total Percent

1
Government 
securiti es

                       -   119,095,183 94,449,664 213,544,847 24%

2
Equity 
Securiti es

236,555,529                            -                           -   236,555,529 27%

3
Debt 
Securiti es

                       -   80,409,621 4,268,300 84,677,921 10%

4 Bank Balances 18,899,577 123,221,369 184,479,215 326,600,161 37%

5
Accrued 
Income

527,683 6,545,802 4,721,255 11,794,740 1%

6
Other 
Recievables

2,719,019 387,253 252,508 3,358,780 0%

7 Other Assets 1,274,182 2,956,186 944,762 5,175,130 1%

 Total 259,975,990 332,615,414 289,115,704 881,707,108 100%

Asset mix  of Pension Funds as on 30-06-2009

Asset mix of Pension Funds (Rupees) 

Accrued Income, 
11,794,740 , 1%

Other Recievables, 
3,358,780 , 0%

Other Assets,  
5,175,130 , 1%

Bank Balances ,  
326,600,161 , 37%

Debt Securities,  
84,677,921 , 10%

Equity Securities, 
236,555,529 , 27%

Government 
securities,  

213,544,847 , 24%

Government securities Equity Securities Debt Securities
Bank Balances Accrued Income Other Recievables
Other Assets
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Table 18 Comparison of total assets of Conventi onal Pension Funds and Sharia Compliant 
Pension Funds as on 30-06-2009 

|- - - - -  - - --- - - - - (rupees)  - - - - - - - - - - - - -|

Sr. 
No.

Fund Nature Equity Sub Fund
Debt Subt 
Fund

Money Market 
Sub Fund

Total Assets Percent

1
Conventi onal 
Pension Funds

    96,413,636 137,106,010 115,980,616 349,500,263 40%

2
Sharia 
Compliant 
Pension Funds

  163,562,354 195,509,404 173,135,087 532,206,845 60%

 Total 259,975,990  332,615,414  289,115,704 881,707,108 100%

Comparison of total assets of Conventi onal Pension Funds and Sharia Compliant Pension 
Funds as on 30-06-2009 

Total Assets - 'Conventional Pension Funds versus Sharia  Compliant Pension 
Funds' (Rupees) 

Conventional 
Pension Funds,  

349,500,263   40%

Sharia Compliant 
Pension Funds,  
532,206,845  60%

Conventional Pension Funds Sharia Compliant Pension Funds

Table 19:  Net Asset Value Per Unit and Total Assets of Pension Funds

S No.
Name of the Pension Fund Manager and 
Pension Fund

NAV per Unit Total Assets

(Rupees) (Rupees)

1 JS Investment Limited:

1) JS Pension Savings Fund
A) Equity Sub-Fund 61.57 19,541,340
B) Debt Sub-Fund 122.94 37,350,266
C) Money Market Sub-Fund 116.98 35,136,189

Total 92,027,795
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2) JS Islamic Pension Saving Fund
A) Equity Sub-Fund 90.84 27,419,100
B) Debt Sub-Fund 111.68 33,758,142
C) Money Market Sub-Fund 106.72 32,214,493

Total 93,391,735

2 Arif Habib Investments Limited

1) Pakistan Pension Fund

A) Equity Sub-Fund 63.04 42,463,341
B) Debt Sub-Fund 110.90 48,737,054
C) Money Market Sub-Fund 115.85 38,358,174

Total 129,558,569

2) Pakistan Islamic Pension Fund 

A) Equity Sub-Fund 73.01 23,568,848
B) Debt Sub-Fund 111.77 35,548,261
C) Money Market Sub-Fund 109.43 33,667,121

Total 92,784,230

3 Atlas Asset Management Limited

1) Atlas Pension Fund

A) Equity Sub-Fund 83.46 35,453,422
B) Debt Sub-Fund 117.30 50,977,683
C) Money Market Sub-Fund 117.91 43,048,802

Total 129,479,907

2) Atlas Pension Islamic Fund

A) Equity Sub-Fund 97.00 50,006,122
B) Debt Sub-Fund 116.13 55,800,672
C) Money Market Sub-Fund 116.69 44,445,612

Total 150,252,406

4 Al Meezan Investments Limited

1) Meezan Tahafuzz Pension Fund

A) Equity Sub-Fund 76.71 61,523,817
B) Debt Sub-Fund 119.58 70,443,336
C) Money Market Sub-Fund 119.93 62,245,313

Total 194,212,466

Grand Total 881,707,108
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Table 21: Gross Writt en Premium: (Rs. In Million)

Descripti on 2005 2006 2007 2008

Life
       Public
       Private
          Sub-Total

13899 16077 18842 22826

4653 6497 8851 12036

18552 22574 27693 34862

Family Takaful
       Private
          Sub-Total

- - 1 133

- - 1 133

Non-Life
       Public
       Private
          Sub-Total

4249 4453 4352 5492

23241 28870 34002 36190

27491 33323 38354 41682

General Takaful
       Private
          Sub-Total

5 129 329 697
5 129 329 697

Grand Total 46048 56026 66377 77374

Growth in % 21.67 18.48 16.57

Table 22:  Break up of Insurance Sector in Pakistan

Descripti on
Number of Companies

         Acti ve                        Ceased                       Winding up                Total

Life
       Public
       Private
          Sub-Total

1 - - 1

6 - - 6

7 - - 7

Family Takaful
       Private
          Sub-Total

2 - - 2

2 - - 2

Non-Life
       Public
       Private
          Sub-Total

2 - - 2

30 12 12 54

32 12 12 56

General Takaful
       Private
          Sub-Total

3 - - 3

3 - - 3

Grand Total 44 12 12 68
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Chapter 12

ANNEXURES

Annexure A: Organizati onal Structure
Annexure B:  List of MOUs Signed by the Commission with Other

Bodies for Mutual Cooperati on
Annexure C: List of Publicati ons

Annexure D: List of Model Memorandum of Associati ons
Annexure E: Laws Administered by the Commission

Annexure F: Management Directory
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ANNEXURE B

List of MOUs Singed by the Commission with Other Bodies for Mutual Cooperati on 

1) MOU with Securiti es & Exchange Board of India
2) MOU between SECP and Australian Securiti es and Investments Commission 
3) MOU between South Asian Securiti es Regulators to which SECP is a signatory
4) MOU between SECP and IFC on Launching Corporate Governance Project
5) MOU between SECP and Maldives Monetary Authority
6) MOU between SECP and Securiti es and Exchange Commission of Sri Lanka
7) MOU between SECP and Royal Monetary Authority of Bhutan
8) MOU between SECP and State Bank of Pakistan 

ANNEXURE C

List of Publicati ons

1. Company Mortgages and Charges
2. Company Name Availability Guide
3. Conversion of Status of Companies
4. Directors and Secretaries Guide
5. Foreign Companies Guide
6. Guide on Accounts and Accounti ng Reference Dates
7. Guidebook on Further Issue of Shares otherwise than Rights
8. Guidebook on Issue of Preference Shares
9. Guidelines on making Alterati on in Memorandum of Associati on under secti on 21 of  
 Companies Ordinance, 1984
10. Insurance Guide
11. Investi gati on into the aff airs of a company
12. Investors Guide (Vol.-I)
13. Investors Guide (Vol.-II)
14. Investor’s Guide for Lodging Complaints
15. Licencing & Registrati on of Associati on Not-For-Profi t
16. Modaraba Promoters’ Guide
17. Promoters’ Guide
18. Promoters’ Guide (in Arabic)
19. Promoters’ Guide (in Chinese)
20. Promoters’ Guide (in Urdu)
21. Shareholders’ Rights
22. Single Member Company Guide (in Urdu)
23. Winding up and Dissoluti on of Companies

ANNEXURE D

List of Model Memorandum of Associati on for Diff erent Sectors

1. Auto and Allied
2. Associati on Not For Profi t
3. Banking Company
4. Carpets And Rugs 



Securities and Exchange Commission of Pakistan

181

A
N

N
U

A
L 

RE
PO

RT
 2

00
9

ANNEXURES

5. Chemical and Pharmaceuti cal 
6. Communicati on and IT Related 
7. Constructi on
8. Engineering
9. Educati onal Insti tuti on
10. Exchange Company-A
11. Exchange Company-B
12. Fuel and Energy
13. Ferti lizers
14. Fishing
15. Furniture
16. Food and Beverage
17. Hajj-Umrah Services
18. Health Care
19. Hotels
20. Insurance
21. Leather
22. Leasing
23. Texti le
       (m1) Texti le Composite
       (m2) Texti le Spinning
       (m3) Texti le Allied and Others
24. Transportati on
25. Associati on/Foundati on
26. Miscellaneous
27. Mining and Quarrying
28. Power Generati on
29. Printi ng and Publishing
30. Security Services
31. Sports Good
32. Syntheti cs and Rayon
33. Sugar and Allied
34. Trading
35. TV Channels
36. Jute
37. Live Stock
38. Poultry & Breeding
39. Plasti c Products
40. Venture Capital Business

Single Page Memorandum and Arti cles of Associati on 

1. Memorandum of Associati on
2. Arti cles of Associati on

Arti cles of Associati on of a Private Limited Company

1. Arti cles of Associati on
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ANNEXURE E

Laws Administered by the Commission
 

S# Statutes

2002

 1 Listed Companies (Substanti al Acquisiti on of Voti ng Shares and Takeovers) Ordinance, 2002

2000

1 Insurance Ordinance, 2000

1997

1 Securiti es and Exchange Commission of Pakistan Act, 1997

2 Central Depositories Act, 1997

1984

1 Companies Ordinance, 1984

1980

1 Modaraba Companies and Modaraba (Floatati on and Control) Ordinance, 1980

1974

1 Companies (Appointment of Legal Advisors) Act 1974

1969

1 Securiti es and Exchange Ordinance, 1969

S# Rules/Regulati ons/Guidelines 
2008

1 REIT Regulati ons 2008

2 Group Companies Registrati on Regulati ons, 2008 

3 Non-Banking Finance Companies And Noti fi ed Enti ti es Regulati ons, 2008

4 Private Equity & Venture Capital Fund Regulati ons, 2008 | Forms & Schedule 

5 Listed Companies (Substanti al Acquisiti on Of Voti ng Shares And Take-Overs) Regulati ons, 2008

2005

1 Takaful Rules, 2005

2 Clearing Houses (Regulati on and Registrati on) Rules, 2005 

3 Voluntary Pension System Rules, 2005

4 Commodity Exchange and Futures Contracts Rules, 2005

2004

1 Prudenti al Regulati ons for NBFCs, 2004

2 Prudenti al Regulati ons for Modaraba, 2004

3 Margin Trading Rules, 2004 

2003
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1 Single Member (Private Limited Companies) Rules, 2003

2 Securiti es and Exchange Commission of Pakistan (Appellate Bench Procedure) Rules, 2003.

3 Non-Banking Finance Companies (Establishment and Regulati on) Rules, 2003

4 Companies (Registrati on Offi  ces) Regulati ons, 2003

2002

1 Federal Government Insurance Rules, 2002
2 Securiti es and Exchange Commission (Insurance) Rules, 2002
3 Guidelines for Issue of TFCs, 2002

4 Guidelines for Issue of Commercial Papers, 2002

5 Guidelines for Preparati on of Prospectus, 2002

6 Code of Corporate Governance for Listed Companies, 2002

2001

1 Balloters, Transfer Agents and Underwriters Rules, 2001
2 Brokers and Agents Registrati on Rules, 2001
3 Public Companies (Employees Stock Opti on Scheme) Rules, 2001 
4 Stock Exchange Members (Inspecti on of Books and Record) Rules, 2001 
5 Members’ Agents and Traders (Eligibility Standards) Rules, 2001
6 Venture Capital Companies and Venture Capital Funds Rules, 2001

2000

1 Companies’ Share Capital (Variati on in Rights and Privileges) Rules, 2000

1999

1 Companies (Asset-Backed Securiti zati on) Rules, 1999
2 Companies (Buy-Back of Shares) Rules, 1999
3 Companies (Rehabilitati on of Sick Industrial Units) Rules, 1999

1998

1 The Companies (Audit of Cost Accounts) Rules, 1998

1996

1 Central Depository Companies (Establishment and Regulati on) Rules, 1996
2 Companies (Issue of Capital) Rules, 1996
3 Employees’ Provident Fund (Investment In Listed Securiti es) Rules, 1996

1995
1 Credit Rati ng Companies Rules, 1995

1987

1 Companies (Invitati on and Acceptance of Deposits) Rules, 1987

1985

1 Companies (General Provisions and Forms) Rules, 1985

1981

1 Modaraba Companies and Modaraba Rules, 1981

1975

1 Companies (Appointment of Legal Advisors) Rules, 1975

1971

1 Securiti es and Exchange Rules, 1971
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ANNEXURE F: Management Directory

Head Offi  ce Islamabad

Name Designati on Email Address Telephone

Salman Ali Shaikh Chairman chairman@secp.gov.pk +92-51-9204841

S. Tariq A. Husain Commissioner (Law) tariq.husain@secp.gov.pk +92-51-9224670

Sohail Dayala Commissioner (SMD) sohail.dayala@secp.gov.pk +92-51-9222771

Abdul Rehman 
Qureshi

Advisor/Secretary to the 
Commission

rehman.qureshi@secp.gov.pk +92-51-9202692

S. Gulrez Yazdani Executi ve Director (CS) gulrez.yazdani@secp.gov.pk +92-51-9203126

Mansur Ahsan 
Executi ve Director (HR & 
Training)

mansur.ahsan@secp.gov.pk +92-51-9206014

Akif Saeed Executi ve Director (SMD) akif.saeed@secp.gov.pk +92-51-9212084

Arshad Javed 
Minhas

Executi ve Director (IS&T) arshad.minhas@secp.gov.pk +92-51-9212103

Tahir Mahmood
Executi ve Director 
(Enforcement)

tahir.mahmood@secp.gov.pk +92-51-9207598

Javed K. Siddiqui Executi ve Director (FD) javed.siddiqui@secp.gov.pk +92-51-9206003

Nazir A. Shaheen Executi ve Director (AD) nazir.shaheen@secp.gov.pk +92-51-9206306

Shahid Nasim
Executi ve Director (SCD- 
Karachi)

shahid.nasim@secp.gov.pk +92-21-2416032

Nasreen Rashid
Executi ve Director 
(Insurance-Karachi)

nasreen.rashid@secp.gov.pk +92-21-2423080

Abid Hussain Director (Enforcement) abid.hussain@secp.gov.pk +92-51-9205921

Ahmad Muzammil Additi onal Registrar (RD) amuzammil@secp.gov.pk +92-51-9230066

Ali Azeem Ikram Director (EMD) ali.azeem@secp.gov.pk +92-51-9205588

Amir Mohammad 
Khad Afridi

Director (SMD) amir.khan@secp.gov.pk +92-51-9207092

Ashraf Tiwana Director (Law) ashraf.ti wana@secp.gov.pk  +92-51-9206514
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Asif Jalal Bhatti  Director (SCD) asif.jalal@secp.gov.pk +92-51-9218597

Bilal Rasul Director (SCD) bilal.rasul@secp.gov.pk +92-51-9212070

Bushra Aslam Director (Finance) bushra.aslam@secp.gov.pk +92-51-9221513

Haider Waheed 
Khan

Director (Internal Audit) haider.waheed@secp.gov.pk +92-51-9204811

Hasnat Ahmad Director (Pension) hasnat.ahmad@secp.gov.pk +92-51-9206011

Hizbullah Siddiqui Director (SMD) hizbullah.siddiqui@secp.gov.pk +92-51-9206317

Ibtesam Moati sim Director (MIS) ibtesam.moati sim@secp.gov.pk +92-51-9206515

Imran Inayat Butt  Director (SMD) imran.butt @secp.gov.pk +92-51-9225224

Jawed Hussain
Registrar of Companie 
(RD)

jawed.hussain@secp.gov.pk +92-51-9204165

Mohammad 
Musharaf

Additi onal Registrar (RD) musharraf.khan@secp.gov.pk +92-51-9210206

Muhammad Afzal Director (SCD) muhammad.afzal@secp.gov.pk +92-51-9212050

Muhammad Faiz-
ur-Rahman

Director (Finance) faiz.rahman@secp.gov.pk
+92-51-9220849

Muhammad 
Siddique 

Director (CL)
muhammad.siddique@secp.
gov.pk

+92-51-9210205

Musarat Jabeen Director (SMD) musarat.jabeen@secp.gov.pk +92-51-9218591

Rashid S. Paracha Director (SCD) rashid.piracha@secp.gov.pk +92-51-9214006

Sarwat Aft ab Director (SCD) sarwat.aft ab@secp.gov.pk +92-51-9230100

Sultan Mazhar 
Sher

Director (Law) sultan.mazhar@secp.gov.pk +92-51- 9230055

Syed Fayyaz 
Mahmud

Director (CS) fayyaz.mahmud@secp.gov.pk +92-51-9207648

Tariq Bakhtawar Director (Enforcement) tariq.bakhtawar@secp.gov.pk +92-51-9209707

Ubaidullah S. 
Ansari 

Director (Internal 
& External 
Communicati ons)

ubaidullah.ansari@secp.gov.pk +92-51-9214005
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Umer Hayat Khan Director (SCD) omar.hayat@secp.gov.pk +92-51-9210211

Regional Offi  ces/Company Registrati on Offi  ces

Shabaaz Sarwar
Additi onal Registrar, 
Lahore

shahbaz.sarwar@secp.gov.pk +92-42-9200273

Shaukat Hussain
Additi onal Registrar, 
Karachi

shaukat.hussain@secp.gov.pk +92-21-9213272

M. Mubaser Saeed 
Saddozai

Additi onal Registrar, 
Islamabad

mubasher.saeed@secp.gov.pk +92-51-9208740

Mahboob Ahmad
Additi onal Registrar, 
Faisalabad

mahboob.ahmad@secp.gov.pk +92-41-9220284

Saeedullah
Additi onal Registrar, 
Peshawar

saeedullah.khan@secp.gov.pk +92-91-9213178

Syed Ift ikhar ul 
Hasan Naqvi

Deputy Registrar, Sukkur 
and Multan

Ift ikhar.hasan@secp.gov.pk
+92-61-9200920
+92-71-5630517

Kashif Mahmood Deputy Registrar, Quett a kashif.mahmood@secp.gov.pk +92-81-2844136
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Chapter 13
ABBREVIATIONS AND ACRONYMS
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ABBREVIATIONS AND ACRONYMS

ACII: Associate from the Chartered Insurance Insti tute
ADB: Asian Development Bank
AGM: Annual General Meeti ng
AML: Anti -money Laundering
AMCs/IAs: Asset Management Company/Investment Advisors
AMLO: Anti -money Laundering Ordinance
APG: Asia/Pacifi c Group on Money Laundering
APREA: Asian Public Real Estate Associati on
ASOs: Authorized Surveying Offi  cers
AWACs: Advance Warning and Control System
BDS: Board Development Series
BOD: Board of Directors
BPM: Business Process Management
CA: Chartered Accountant
CCG: Code of Corporate Governance
CDC: Central Depository Company of Pakistan Limited
CDD: Customer Due Diligence
CDS: Central Depository System
CEO: Chief Executi ve Offi  cer
CEW: Commodity Exchange Wing
CFT: Combati ng Financial Terrorism
CFS: Conti nuous Funding System
CIS: Collecti ve Investment Scheme
CIW: Capital Issues Wing
CLA: Corporate Law Authority
CLD: Company Law Division
CMA: Cost and Management Accountant
COD: Certi fi cate of Deposit
COI: Certi fi cate of Investment
Companies Ordinance: Companies Ordinance, 1984 or C.O. 1984
CNIC: Computerized Nati onal Identi ty Card
COT: Carry-over Trading
CPs: Commercial Papers
CRCs: Corporate Registrati on and Compliance System
CRO: Company Registrati on Offi  ce
CS: Chairman Secretariat
CRS: Companies Regularizati on Scheme
DOW: Directors Orientati on Workshop
DFI: Development Finance Insti tuti on
ECO: Economic Corporati on Organizati on
EGD: Electronic Government Directorate
EMC: Emerging Market Committ ee
EMC-WG3: Working Group-3 of Emerging Markets Committ ee
EMD: Enforcement and Monitoring Department
EnfD: Enforcement Department
EOGM: Extraordinary General Meeti ngs
FATF: Financial Acti on Task Force
FBR: Federal Board of Revenue
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FD: Finance Department
FIU: Fraud Investi gati on Unit
FMC: Fund Management Company
FMGP: Financial (non-bank) Markets and Governance Program
FMU: Financial Monitoring Unit
FRU: Foreign Relati ons Unit
FY: Financial Year
GDRs: Global Depository Receipts
HBFC: House Building Finance Corporati on
HRIS: Human Resources Informati on System
HR&TD: Human Resource & Training Department 
IA: Internal Audit Department
IACCD: Internati onal Aff airs, Communicati on and Coordinati on Department
IAIS: Internati onal Associati on of Insurance Supervisors
IAIR: The Internati onal Associati on of Insolvency Regulators
IAP: Insurance Associati on of Pakistan
IAS: Internati onal Accounti ng Standard
IASB: Internati onal Accounti ng Standards Board
IBA: Insti tute of Business Administrati on
ICAP: Insti tute of Chartered Accountants of Pakistan
ICM: Insti tute of Capital Market’s
ICMAP: Insti tute of Cost and Management Accountants of Pakistan
ICT: Islamabad Capital Territory
ICW: Investor’s Complaints Wing
ID: Insurance Division
IDF: Insti tuti onal Development Fund
IIRS: Insurance Industry Regulatory System
IFC: Internati onal Finance Corporati on
IFSCs: Islamic Financial Services (Non-Banking) Companies
IFIs: Islamic Financial Insti tuti ons
IFRIC: Internati onal Financial Reporti ng Interpretati ons Committ ee
IFRS: Internati onal Financial Reporti ng Standards
IFRS-4: Internati onal Financial Reporti ng Standard-4
IFSB: Islamic Financial Services Board
Insurance Ordinance: Insurance Ordinance, 2000
IOPS: Internati onal Organizati on of Pension Supervisors
IOSCO: Internati onal Organizati on of Securiti es Commissions
IPO: Initi al Public Off ering
IRC: Informati on Resource Centre
IS&T: Informati on Systems and Technology
ISE: Islamabad Stock Exchange
ISMS: Informati on Security Management System
ISO: Internati onal Organizati on of Standardizati on
IT: Informati on Technology
IVSC: Internati onal Valuati on Standards Council
KASB: Khadim Ali Shah Bukhari
KSE: Karachi Stock Exchange
KSE-30 Index: Karachi Stock Exchange 30 Shares Index
KSE-100 Index: Karachi Stock Exchange 100 Shares Index
KYC: Know Your Customer
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LAP: Leasing Associati on of Pakistan
LD: Law Division
LoU: Lett er of Understanding
LSE: Lahore Stock Exchange
LUMS: Lahore University of Management Sciences
MAP: Modaraba Associati on of Pakistan
MIS: Management Informati on System
M&I: Monitoring and Inspecti on 
MLM: Multi  Level Marketi ng
MMC: Modaraba Management Company
MMoU: Multi lateral Memorandum of Understanding
Modaraba Ordinance: Modaraba Companies & Modaraba (Floatati on and ControlOrdinance), 1980
Modaraba Rules: Modaraba Companies and Modaraba Rules, 1981
MoU: Memorandum of Understanding
MSW: Monitoring and Surveillance Wing
MUFAP: Mutual Fund Associati on of Pakistan
N&ICAU: Nati onal and Internati onal Cooperati on Aff airs Unit
NAV: Net Asset Value
NBF: Non-Bank Financial
NBFC: Non-banking Finance Company
NBFCD: Non-banking Finance Companies Department
NBFC Rules: Non-banking Finance Companies (Establishment and Regulati on) Rules, 2003
NBFI: Non-bank Financial Insti tuti on
NCCPL: Nati onal Clearing Company of Pakistan Limited
NCEL: Nati onal Commodity Exchange Limited
NEC: Nati onal Executi ve Committ ee
NICOP: Nati onal Identi ty Card for Overseas Pakistanis
NIT: Nati onal Investment Trust
NOC: No Objecti on Certi fi cate
NTCs: New Terms & Conditi ons (of employment) 
NWFP: North-West Fronti er Province
OPAC: Online Public Access Catalog
OSS: Occupati onal Savings Schemes
OTC: Over-the-counter
PACRA: Pakistan Credit Rati ng Agency Limited   
PBA: Pakistan Banks Associati ons
PE & VCF: Private Equity and Venture Capital Fund
Policy Board: Securiti es and Exchange Policy Board
PICG: Pakistan Insti tute of Corporate Governance
PM: Project Management
PRCL: Pakistan Reinsurance Company Limited
PSEB: Pakistan Soft ware Export Board
PSOA: Pakistan Society of Actuaries
PSPD: Professional Services and Policy Division
QCR: Quality Control Review
QIBs: Qualifi ed Insti tuti onal Buyers
RBS: Risk Based Supervision
RD: Registrati on Department
RMC: REIT Management Company
REIT: Real Estate Investment Trust
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RTS: Resume Tracking System
SAFA: South Asian Federati on of Accountants 
SAOF: Sub-Account Opening Form
SBP: State Bank of Pakistan
SCD: Specialized Companies Division
SCRA: Specialized Companies Return Analysis
SCRS: Specialized Companies Return Submission System
SECP Act: Securiti es and Exchange Commission of Pakistan Act, 1997
Sis: Sophisti cated Investors
SLIC: State Life Insurance Corporati on
SMC: Single Member Company
SMD: Securiti es Market Division
SME: Small and Medium Enterprise
SMEDA: Small and Medium Enterprises Development Authority
SOE: State-owned Enterprise
SPVs: Special Purpose Vehicle
SRO: Self-regulatory Organizati on
TA: Technical Assistance
TABS: TA for Banking Sector Reforms
Takeover Ordinance: Listed Companies (Substanti al Acquisiti on of Voti ng Shares
and Takeovers) Ordinance, 2002
TFC: Term Finance Certi fi cate
The Commission: The Securiti es and Exchange Commission of Pakistan
UIN: Unique Identi fi cati on Number
UK: United Kingdom
VaR: Value at Risk
VPS: Voluntary Pension System
VPS Rules: Voluntary Pension System Rules, 2005




