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PRESS RELEASE
SECP to amend Single-Member Companies Rules

ISLAMABAD, September 18: In order to facilitate the corporate sector, especially
entrepreneurs, the Securities and Exchange Commission of Pakistan (SECP) has proposed
amendments to the 2003 Single-Member Companies (SMCs) Rules.

At the moment, 1,672 single-member companies are registered with the SECP, which
represent a mere 2.6% of the total corporate portfolio. The concept of SMC was introduced in
2003 to encourage transformation of sole proprietorships into corporate entities. An SMC can
be formed with just one-member compared with the requirement to have at least two
members for a private limited company and a minimum of three members in case of a public
limited company.

In view of relatively slow growth of SMCs, the SMCs Rules have been reviewed and certain
amendments have been proposed to further simplify the requirements especially relating to
the nominee and alternate nominee directors. At present, the SMCs have to report particulars
of nominee and alternative nominee directors to the registrar along with their consent to act
as such. This mechanism is proposed to be revamped for promoting the SMC concept. An
explicit provision regarding nominee of single member has been proposed in the rules in
place of a nominee director. Also, a clarification has been made regarding nominee to be a
natural person only. Further, through a provision, the role of nominee has been defined in
case of death of single member, by defining an elaborate succession mechanism.

Besides, these amendments also allow a body corporate to be a subscriber of an SMC.
Earlier, only natural person could form an SMC. The amendments also introduce the concept
of “non-member” director for SMCs who has been defined as a director nominated by a body
corporate, government, institution or an authority, which is a member of the SMC.

The SMC Rules amendment notification has been vetted by the Law Ministry, and it has been
published in the official gazette. The draft amendments have also been placed at the SECP
web discussion forum at: http://forum.secp.gov.pk/forum.php to elicit public opinion. It is
envisaged that the proposed amendments to the rules shall not only simplify the regulatory
mechanism, but also pave the way towards corporatization and documentation of the SME
sector.
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http://forum.secp.gov.pk/forum.php

Tickers:
1. SECP proposes amendments to the 2003 Single Member Companies Rules

2. Proposed amendments aim to simplify the provisions related to nominee and
alternative nominee directors in the SMCs Rules

3. Succession mechanism for SMCs has also been explicitly defined in the amended
rules

4. Amendments to SMCs Rules have been issued by the SECP to elicit public opinion
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