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SECURITIES AND EXCHANGE ORDINANCE, PAKISTAN 
REVIEW AND RECOMMENDATIONS 

REPORT OVERVIEW 

This report contains recommendations for amendments to the Securities and Exchange 
Ordinance, 1969 as amended up to February 6, 1984 and proposed draft revisions to that 
Ordinance. Recommendations for changes to several existing and proposed rules and 
regulations related to the Ordinance are also included. This report is sponsored by 
USAID to assist the Government of Pakistan to improve the regulatory structure, 
stimulate the development of the capital market in Pakistan and increase confidence in 
the market. 

The recommendations are made by John R. Evans based on a review of the existing 
Securities and Exchange Ordinance 1969 as amended, existing rules issued by the 
Authority under the Securities and Exchange Ordinance, a draft of proposed 
amendments to the Ordinance provided by the Corporate Law Authority, the Companies 
Ordinance 1984, and other documents regarding the capital market in Pakistan, 
discussions with officials of the Corporate Law Authority, the Karachi, Lahore, and 
Islamabad stock exchanges in Jakarta Indonesia, Washington DC, Karachi and 
Islamabad, and bankers, brokers, dealers, investment institutions in Karachi and 
Islamabad. (See Appendix D for a list of persons with whom discussions were held). 
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SECURITIES AND EXCHANGE ORDINANCE, PAKISTAN 
REVIEW AND RECOMMENDATIONS 

I. GENERAL RECOMMENDATIONS 

Every country is unique with a different history, economic development, customs, 
political make-up and legal framework. To be most effective in meeting present and 
anticipated needs and conditions, the regulatory structure for the capital market in each 
country must be based on these unique characteristics and embody basic capital market 
development and regulatory principles. That cannot be accomplished by making 
recommendations based on a review of existing and proposed capital market legislation, 
rules and regulations, regardless of the experience and expertise of the reviewer, in the 
absence of an understanding of practices and conditions within the country. It is also 
important to consider the interests of all participants in the capital market including 
issuers of securities, investors, capital market professionals such as brokers, dealers, 
underwriters, investrent bankers, securities exchanges, investment advisors, investment 
managers, transfer agents, custodians etc. 

The goat of a developmental and regulatory structure should be to facilitate and 
maintain an environment in which securities can be issued and traded in a fair, efficient 
and orderly way and in which responsible investors may make informed investment 
decisions and be protected from improper securities activities of others. 

Important elements of a regulatory system include the following: 

GovernmentAgenc,/Authority 

1. Regulatory responsibility and authority for all aspects of the market should be 
specific, not general, and should be given exclusively to one agency or authority 
with an opportunity for those who believe that the agency has acted in an 
improper or unfair manner to appeal to a higher administrative authority or court. 
Because of the complexity of capital markets and the heavy backlog of cases on 
the agenda of the courts in most countries, it is often necessary to establish a 
special system to deal with capital market cases. The structure of the Corporate 
Law Authority already provides for appeal of, decisions made by CLA members 
to the Chairman or to the Authority sitting "en banc". If this is not deemed to be 
sufficient to assure an objective review, it would be appropriate to permit 
aggrieved parties to appeal to the Company Bench, constituted by the Chief 
Justice of the High Court under section 8 of the Companies Ordinance, for a 
decision no later than ninety days as required by section 9. 
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SECURITIES AND EXCHANGE ORDINANCE, PAKISTAN 
REVIEW AND RECOMMENDATIONS 

2. 	 The agency or authority and its officials should be as insulated as possible from 
political considerations and pressures. This includes appointment and removal 
from office as well as their decision making. Such insulation provides investors 
with greater confidence that all participants in the market are being treated fairly. 

3. 	 The regulatory agency should have flexibility with respect to the selection of its
 
staff and allocation of its budget on the basis of its needs.
 

4. 	 The government agency should establish minimum licensing and operational 
requirements for industry professionals and assure compliance with such 
standards. This can be done either directly by the Authority or in conjunction 
with self regulatory organizations or educational institutions depending on the 
budget and staffing constraints imposed on the Authority and the ability and 
effectiveness of other organizations to accept and fulfill such responsibilities. If 
the Authority uses other institutions, it must review, approve and oversee the 
process to assure proper competence of industry professionals. (See Appendix G) 

5. 	 The government agency should, to the maximum extent possible, be consistent 
with public policy considerations, permit private sector participants in the market 
to make all decisions with respect to types and amounts of securities to be 
offered, as well as the timing and prices of such securities offerings. 

6. 	 The government agency can minimize its interference with the operation of free 
market forces and maximize the use of its resources by establishing a regulatory 
structure in which industry participants are permitted to engage in self regulation, 
with government oversight and enforcement as necessary. 

7. 	 To the extent self regulatory organizations, such as exchanges, establish rules for 
their members, the government agency should have the authority to deny or grant 
approval of such rules before they go into effect, in order to assure that the rules 
are not anti-competitive and that they take into consideration the legitimate 
interests of issuers, members and investors as well as the general public. 

8. 	 The government agency should have authority to interpret provisions of the law 
and to issue rules, regulations and guidelines on all matters under its jurisdiction. 

9. 	 The government agency must have the ability to limit or withdraw the license or 
authority for any licensed, registered or approved person to participate in capital 
market activities. 
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SECURITIES AND EXCHANGE ORDINANCE, PAKISTAN 
REVIEW AND RECOMMENDATIONS 

10. 	 Persons who suffer loss due to illegal or prohibited activities of others should be 
able to obtain redress through arbitration, administrative, and or court 
procedures. 

Regulatory Requirements/Standardsand Practices 

11. 	 Established standards and practices should be consistent with recommended 
international standards if foreign investor participation is desired in the market. 

12. 	 Regulatory requirements established by the government should be limited to what 
is necessary to promote fairness in the market, appropriate qualifications for 
professional market participants, public confidence in the market system, adequate 
opportunity for competition and prevent market failure. 

13. 	 The law should set minimum qualification and operational standards but should 
not include operational details. 

14. 	 Maximum penalties should be provided for in the law, but the agency responsible 
to admi-ister the law should have specific authority to adjust such penalties based 
on the facc:s and conditions of each case. 

15. 	 Industry participants, investors and issuer corporations should have the 
opportunity to give their views on proposed laws, rules ankI regulations in order to 
make use of their expertise and avoid unnecessary regulatc ry burdens. 

16. 	 Because securities exchanges are service organizations that can have a major 
impact on the development and operation of the Capital Market, all effected 
persons should be given an opportunity to give their views on proposed listing 
requirements and trading, clearance and settlement systems. 

17. 	 No sanctions should be imposed without giving the intended recipient an 
opportunity to give his views and there should be an opportunity for all recipients 
of sanctions to appeal their case to a higher administrative authority or court. 
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SECURITIES AND EXCHANGE ORDINANCE, PAKISTAN 
REVIEW AND RECOMMENDATIONS 

II. SPECIFIC RECOMMENDATIONS MADE REGARDING THE SECURITIES
 
AND EXCHANGE ORDINANCE, RULES ISSUED SUBJECT TO THAT
 

ORDINANCE AND PROPOSED AMENDMENTS TO THE ORDINANCE
 

The following are specific recommendations made with respect to the Securities and 
Exchange Ordinance rules thereunder and other proposals for changes to the Ordinance 
with accompanying reasons. Some of the recommendations are far-reaching, whereas 
others are intended to clarify existing language and others are editorial in nature. 

In making the recommendations, an attempt was made to conform the changes as much 
as possible to the existing framework rather than to restructure the whole system. 
However it is recommended that the Capital Market Authority consider the possibility of 
consolidating the Companies Ordinance and the Securities and Exchange Ordinance into 
one ordinance to remove duplicative provisions and facilitate understanding of 
regulations applicable to various types of companies. 

#1 	 Recommendation: Proposed definition 2(aa) "Authority" means Corporate Law 
Authority. Should be numbered 2(aaa). 

Reason: 2(aa) is a proposed definition of "Asset Management Company". 

#2 	 Recommendation: Add a new definition: 2 (bb) '"beneficial owner" means a person
who has the power to direct the voting or sale of securities or the right to direct 
the receipt of income from, or proceeds from, the sale of securities." 

Reason: The term beneficial ownership is used in Article 17 (c)(iii), (iv) and (vi) 
and thus needs to be defined. 

#3 	 Recommendation: Add a new definition: 2(ccc) "deal in securities" means to buy 
or sell, agree to buy or sell or to offer to buy or sell securities for one's own 
account or for the account of another person; 

Reason: The term "deal in securities" is used in proposed CHAPTER IV-A. 
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SECURITIES AND EXCHANGE ORDINANCE, PAKISTAN 
REVIEW AND RECOMMENDATIONS 

#4 Recommendation: Amend 2(d) by adding "by the Authority" after the word
"prescribed" on the last line. 

Reason- It is important to specify that it is the Authority that has the power to 
prescribe the definition of an "equity security". 

#5 Recommendation: Add a new definition 2(ddd) 
interest in securities that exists when a person: 

as follows: "interest" means the 

a. directly or indirectly, alone or jointly with others, owns securities or is 
the beneficial owner of securities that are under the control of another 
person; 

b. alone or with other persons acting in concert influences or controls a 
company that has an interest in securities; or 

c. has agreed to purchase securities, or has the right to transfer securities 
to his name, or has the power to exercise rights or warrants with respect to 
such securities, unless such person is only a nominee of a registered 
shareholder. 

Reason: The term "interest" with respect to shares is used in a definition proposed 
in CHAPTER IV-A for "relevant shareholder", but the term is not defined. 

#6 Recommendation: Amend 2(e) by inserting the word "any" before the word 
"person" on line 1. 

Reason: Clarifying edit. 

#7 Recommendation: Amend 2(e)(iii) by replacing the word "jobber" in line 3 with 
the word "dealer", and replace the word "jobber" where ever it occurs in the 
Ordinance and the rules written subject to the Ordinance with the word "dealer". 

Reason: It has been proposed to amend 2(h) from "jobber" to "dealer or jobber". 
To be more in accord with international usage, it is recommended below that the 
term be just "dealer", and this would conform to that change. 
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SECURITIES AND EXCHANGE ORDINANCE, PAKISTAN 
, REVIEW AND RECOMMENDATIONS 

#8 	 Recommendation. Amend proposed new 2(h) to delete the words "or jobber", 
return and insert the words "or in some other fiduciary capacity" after the word 
"individually", and place the definition under section "2(g)" instead of "2(h)" to put 
it in new alphabetical order. 

Reason: To be more in accord with international usage, and to include language 
that appears to have been omitted by mistake. 

#9 	 Recommendation: Renumber the definition of "issuer" from "(g)" to "(h)". 

Reason To put in alphabetical order. 

#10 	 Recommendation. In the Proposed text of 2(h)(ii), delete "III" after the word 
"Chapters", the "s" of the word "agents" and the word "director". 

Reason. The word "officer" is not used in the proposed new Chapter III, the "s" 
should be deleted to conform with other terms which are in the singular, and the 
word " director" is already used in every place in which the word "officer" is used, 
thus the proposed new definition does not need to duplicate the word "director". 
If however, it was included in the definition of officer in order to have the 
qualifying phrase "by whatever name designated" apply to the word "director", then 
"director" could be retained in the new definition and deleted in each place 
already used. 

#11 	 Recommendation:Amend the definition of "person" in 20) by replacing the word 
"includes" with "means an individual,". 

Reason. A "Hindu undivided family" is not a term that will be understood by 
foreigners and it is important to understand that "person" includes an individual, 
(see Articles 3, 7(2), 8(1),(3),(4), 17, and 17(d). 

#12 	 Recommendation:Add a new definition (kkk) as follows: "related company" in 
relation to a company, means any company which is that company's subsidiary, or 
holding company, or a subsidiary of that company's holding company; 
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SECURITIES AND EXCHANGE ORDINANCE, PAKISTAN 
REVIEW AND RECOMMENDATIONS 

Reason: The term "related company" is used and defined in proposed CHAPTER 
IV-A. It is desirable to have all definitions for the Ordinance together at the 
beginning of the Ordinance. The wording of the definition as proposed in 
CHAPTER IV-A has been changed because it appears to have been patterned 
after the insider trading provisions in Singapore which refers to "body corporate", 
whereas that term is not otherwise used in the Ordinance. 

#13 	 Recommendation: Add a new definition (kkkk) as follows: "relevant shareholder" 
in relation to any company means a person who has an interest in equity shares of 
that company of nominal value equal to at least 10 percent of the share capital; 

Reason: The term "relevant shareholder" is used in proposed CHAPTER IV-A. 
It is desirable to have all definitions for the Ordinance together at the beginning 
of the Ordinance. The wording of the proposed definition has been changed to 
clarify its meaning and to provide for a definition of "interest" when relating to 
securities as used in this proposed definition. 

#14 	 Recommendation: Amend 2(1) by replacing the word "includes" with the word 
"means", correct a typographical error in the spelling of the word "certificate" on 
the fifth line of (i), delete the words "or any note" on line ten of (i), and add "or 
any other instrument determined by the Authority to be a security" at the end of 
(i). 

Reason: Other definitions use the term "means" rather than "includes", "certificate" 
is misspelled, the phrase "of any note" on line ten was inserted by mistake, and 
the added language at the end would permit the Authority to include new 
instruments in the definition of security as appropriate. 

#15 	 Recommendation: Add a new definition 2(kk) as follows: "public offering" means 
an offering of securities by an issuer conducted in Pakistan or to Pakistani 
citizens, using the mass media, or offered to more than 100 persons or sold to 
more than 50 persons, within limits of value of the issue and of time as determine 
by the Authority. 

Reason: Seeking to obtain capital from the public should be the event that triggers 
regulation by the government to protect investors, not listing on a stock exchange. 
These numbers would appear to conform to definitions 28 and 30 of the 
Companies Ordinance regarding a public company. 
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SECURITIES AND EXCHANGE ORDINANCE, PAKISTAN 
REVIEW AND RECOMMENDATIONS 

#16 	 Recommendation: That the term "Stock Exchange" in proposed new 2(m) be 
replaced with the term "Securities Exchange". If this recommendation is accepted, 
it is also recommended that everywhere in the Ordinance and in the rules where 
"Stock Exchange" is used as a general term, it should be replaced with "Securities 
Exchange". Proposed new 2(m) should also be amended to read as follows: 

"2(m) Stock Exchange (Securities Exchange) means any person that constitutes 
maintains or provides a market place or facilities for bringing together buyers and 
sellers or offers to buy or sell listed, or unlisted securities or for otherwise 
performing functions commonly performed by a Stock Exchange (Securities 
Exchange) as that term is generally understood, and includes such market place 
and facilities." 

Reason. The term "Securities Exchange" is a more appropriate term to describe an 
exchange on which securities other than stock may be traded. The term "person" 
is defined to include all types of entities. Deletion of the proposed "Incorporated 
under the Companies Ordinance, 1984 removes a limitation in the definition that 
would permit, persons not incorporated under that Ordinance to escape 
registration and other regulatory requirements as an exchange under the 
Ordinance. The form of organization required for registration, if any should be 
specified in another article. (See recommendation #30) The language 
recommended above also provides for regulation of an over-the-counter market in 
non-listed securities. 

#17 	 Recommendation: Add a definition for Underwriter to section 2 as follows: (n)
"underwriter" means a person that has made a contract with an issuer to buy 
securities from the issuer or a control person of the issuer for the purpose of 
selling such securities in a public offering; or a person who has made a contract 
with an issuer or a control person of the issuer to offer or sell securities in a 
public offering." 

Reason The term underwriter is used in a proposed section. 
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SECURITIES AND EXCHANGE ORDINANCE, PAKISTAN 
, REVIEW AND RECOMMENDATIONS 

#18 	 Recommendation:Delete the explanation at the end of Chapter I that defines a 
Modaraba Certificate and replace it with a new definition 2(ii) as follows: 
"Modaraba Certificate" has the same meaning as contained in the Modaraba 
Companies and Modarabas (Flotation and Control) Ordinance 1980 (XXXI of 
1980); 

Reason Put all definitions in the same place. 

#19 	 Recommendation. Renumber articles so that Chapter 1-A will have numbers on its 
articles similar to the other chapters. 

Reason. Proposed Chapter 1-A is too important not to have its own numbering 
system 	equal to the other chapters. 

#20 	 Recommendation."The language of Chapter 1-A is too imprecise for the purpose 
of setting up such an important agency. In sub-section (1) under the title of 
Constitution of Corporate Law Authority, it would seem more appropriate to be 
very specific as to who, or what body will constitute the Authority by notification 
in the official Gazette. ie: The President, the legislature or some other official 
ihody instead of using a term such as the Federal Government, but this may be the 
normal procedure in Pakistan. The same comment applies to the appointment of 
the Chairman of the Authority. It would also seem more appropriate in sub­
section (2) that the number of members of the Corporate Law Authority should 
be established in law along with their qualifications, procedures for appointment, 
terms of office, degree of independence, reasons for dismissal, procedures for 
dismissal, etc. This recommendation along with # 21 recommendation should be 
considered along with Recommendations number 1 and 2 dealing with powers and 
independence granted to the Authority under General Recommendations. It is 
also important not to establish the Authority in two separate ordinances as is 
presently the situation under Part III sections 11, 12 and 13 of the Companies 
Ordinance and in proposed new Chapter 1A of the Securities and Exchange 
Ordinance. Either is sufficient and there must not be a conflict. 

Reason. Included in recommendation. 
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SECURITIES AND EXCHANGE ORDINANCE, PAKISTAN 
- REVIEW AND RECOMMENDATIONS 

#21 	 Recommendation: Insert a new suh-section (3) under Constitution of Corporate 
Law Authority, as follows: "IExcept as specified in law or by a majority vote of 
the members of the Authority, all ictimos by the Authority shall be by a majority 
vote of sitting members." if ticL, are more than three members, language should 
specify that a majority of the sifting members constitutes a quorum and that a 
majority of a quorum is sufficient to take action. 

Reason: To establish official rules by which the Authority is to act. 

#22 	 Recommendation: Amend proposedl sub-section 2 under the "Powers and functions 
of the Authority" by deleting the words "all or" on line seven. 

Reason: The recommendation will not limit the ability of the Federal Government 
to direct any of its powers or functions to be exercised or performed by the 
Authority, but it will remove the inference that all of the Federal Government's 
powers and functions might be transferred to the Authority. 

#23 	 Recommendation: In line one of sub-section (4) replace the word "the" with the 
word "any". 

Reason: To broaden the applicillhmi. 

#24 	 Recommendation: Sub-section (4) refers to proceedings or enquiries, but no 
authority is specified with respect to such enquiries. It is recommended that the 
language of proposed section 21(l) and(2) be moved to this section to precede 
sub-section (4). 

Reason: It would be better if the piovision authorizing a proceeding or enquiry 
were mentioned before a provisim regarding what the Authority may require and 
what its procedures may be. 

#25 	 Recommendation: If recommendation 24 is accepted, renumber succeeding sub­
sections accordingly. 

Reason: Proper numbering. 
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SECURI''Il'/., AND EXCIIANGE ORDINANCE, PAKISTAN 
REVIEW AND RECOMMENDATIONS 

#26 	 Recommendation: Amend sub-section (5) by inserting "by the Authority" after ,he 
word "prescribed" on the last line. 

Reason: It is nectssary to state who shall prescribe procedures and it would seem 
most appropriate for such to be by the Authority itself in accord with standard 
Pakistani procedures for such acliviliCs. 

#27 	 Recommendation: Amend sub-section 0 by replacing the words "Federal 
Government" in line one with the word "Authority" and delete the words "the 
Authority" in line three. 

Reason: The appointment of officers to assist the Authority in the performance of 
its functions should be made by Ihe Authority. Also the Authority should make 
regulations with i-espect to their duties. These appointments and regulations 
would, of course, be in accorl wilhi existing limitations on numbers and salaries, 
etc. Because of the techniical natli'rc of its work, however, it would also be 
desirable if tLe Authority could be authorized to exceed standard government 
salary levels for such officers as accountants, attorneys, examiners and other 
experts needed for carrying out its functions. 

#28 	 Recommendation: Change all references in Chapter II from Stock Exchange to 
Securities Exchange. 

Reason: To broaden the referenice lo include all types of securities. 

#29 	 Recommendation: Amend proposed section (4)(I) line four by inserting the words 
"by the Authority" after the word "prescribed", by adding back in, after the word 
"ensure" on line four, "fair dealings and to protect investors and". Also, after 
"Ordinance" on the final line, add ",subject to the limitation in 3(2)". 

Reason: To indicate that requirements are to be prescribed by the Authority. 
Also, sustainable economic viability may be a desirable criteria for granting an 
exchange to be registered, but il 1s otl a substitute for requirements for fair 
dealings and investor proitection. 
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SECUI ",,I*.'lNDEXCiIA VGE ORDINANCE, PAKISTAN 
___ REVIEW AND RECOMMENDATIONS 

#30 Recommendation: Amend proposed Section 4(1) by replacing the words "fulfill 
such conditions or complies with such" on line one with "is incorporated under the 
Companies Ordinance, 1984 and ftilfills such other conditions or complies with 
such other"; or 

Amend existing section 4 (2) by iIIerting a new paragraph (a) as follows: 
"(a) form of organization;" and r'lteller other items accordingly. 

Reason: Both alternative I and 2 deal with the form of organization of a stock 
exchange which was deleted froiii ihe definition for the reason stated in no. 4 
above. 

The first alternative would require incorporation under the Companies Ordinance 
to be eligible for registration. The second alternative would provide flexibility for 
the Authority to decide in each case whether to require incorporation. Because 
of the proposed broad coverage oillie term Stock Exchange (Securities Exchange) 
there may be a reason in the fiiiiit' lo perrnit unincorporated entities to be 
exchanges. 

#31 Recommendation: Delete proposed new 4(2)(g). 

Reason: Proposed new section 28 covers all fees. 

#32 Recommendation: Amend sectioi ,1(2) by deleting the existing language of 
paragraph (c) and inserting inslituil, "representation of issuers and investors on the 
governing body of the Stock lxclhangc or any of its Committees;". 
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SECURITIES AND EXCHANGE ORDINANCE, PAKISTAN 
, REVIEW AND RECOMMENDATIONS 

Reason.: The Authority is granted the power to approve or disapprove all stock 
exchange rules and procedures and to oversee all stock exchange operations. This 
is the method by which the government should assure that stock exchanges act in 
the public interest. A stock exchange is a private corporation and under normal 
circumstances government officials should not be members of the governing body 
of a stock exchange or any of its committees. If such persons are appointed, their 
actions will have the effect of insulating the exchange from actions by the 
Authority and such persons will have unwarranted power over other members of 
the governing body of the exchange or its committees. On the other hand, in 
order to assure that exchanges consider the interests of all of their constituencies, 
it is important for them to have representatives of such groups on the governing 
body and possibly in some of their committees. 

#33 	 Recommendation: Amend section 5(1) by replacing the words "Central 
Government" with the word "Authority". This same amendment should be made 
everywhere the words "Central Government" is used throughout the remainder of 
the Ordinance, except as specified otherwise. 

Reason: The Authority should be the agency to act for the Central Government in 
all acts related to the Ordinance. 

#34 	 Recommendation.: In proposed section 5(1)(a), add on line three the word "of' 
after the word "notice" and on the first line of 5(1)(a)(i) replace the word "fresh" 
with the word "an". 

Reason. Edits to improve the language. 

#35 	 Recommendation: In proposed section 5(1)(b)(ii) on line 2 replace "trade" with 
"the capital market". 

Reason: The interest of trade is not a suitable re Ason to establish a stock 
exchange. It should be in the interest of developing the capital market. 

#36 	 Recommendation.: On the third line from the bottom of proposed 5(1)(b), replace 
the word "may" with the word "shall" and insert the word "with" after the word 
"Exchange" on the second line from the bottom. 
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SECURITIES AND EXCHANGE ORDINANCE, PAKISTAN 
-- REVIEW AND RECOMMENDATIONS 

Reason: If an exchange has met the prescribed requirements, including being in 
the interest of the capital market and the public, and is the most suitable of the 
applicants, the Authority should be required to grant a certificate of registration. 

#. 7 	 Recommendation.: In section 5(3), retain existing language rather than the 
proposed language change. 

Reason Any application that has met all of the established requirements including 
proposed 3(2) regarding need and location and proposed 5 (2)(b) regarding 
interest of the capital market and the public and is the most "suitable applicant" 
should be granted registration. Others should be told why their application was 
not granted and given an opportunity to present their views. 

#38 	 Recommendation: All references to "Central Government" in Chapter 5 should be 
replaced with "Authority". 

Reason.: The Authority is the agency that is acting on behalf of the Central 
Government. 

#39 	 Recommendation: Amend section 6(2) line three by replacing the word "returns" 
with the word "reports". 

Reason: The word "report" can apply to all information required by the Authority. 

#40 	 Recommendation.: Amend section 7(1) by adding a new paragraph (a) as follows: 
"(a) in the case of a Stock Exchange;" and renumbering existing items (a), (b), (c) 
and (d) as (i), (ii) (iii) and (iv), amend new 7(1) (a) (iii) to read "remove the 
director or officer from his office in the Stock Exchange;" and insert a new 7(1) 
(b) stating: (b) in the case of a member of a Stock Exchange:(i) remove the 
member from his membership in the Stock Exchange; and/or, (ii) remove the 
member from any office he had in the Stock Exchange. 
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SECURITIES AND EXCHANGE ORDINANCE, PAKISTAN 
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Reason: To clarify the intent of the provision that failure of a member to comply 
with requirements of the Ordinance is not eason to suspend business on the 
exchange, cancel the exchange's registration, or supersede its governing body. 
Removal of members from membership, or an office held, in an exchange is 
provided in a separate provision (7(1)(b)). 

#41 	 Recommendation: Amend section 8(2) by inserting "or approved for trading on 
the Stock Exchange" after the word "Exchange" on the last line. 

Reason: To provide for an over-the-counter exchange and for unlisted trading on 
an exchange. 

#42 	 Recommendation: "Amend section 8(3) by replacing the word "person", on line 
one with the word "member", replacing the word "outside" on the second line with
"other than in accordance with rules of' and delete the proviso following 8(3). 

Reason: It may be appropriate for an exchange with approval of the Authority to 
have rules prohibiting its members from acting as a broker or dealer for listed 
securities outside of an exchange. However, it is not appropriate for an exchange 
to prohibit its members from such activities on another exchange in order to 
assure that the order flow is centered at a particular exchange unless the 
Authority specifically decides that such an anti-competitive restriction is in the 
public interest. A member of any Stock Exchange should be permitted to be a 
member of any other exchange and should be able to trade any securities listed or 
approved for trading on each exchange according to its rules. 

#43 	 Recommendation: Amend section 8(4) to read as follows: "No person who is not a 
member of a Stock Exchange or registered by the Authority shall act as a broker 
or dealer for any non-exempt security under the jurisdiction of the Authority." 
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Reason: It is appropriate for the Authority either directly or indirectly (see item 4 
page 4 ) to establish and enforce registration or licensing requirements as it 
determines liecessary for any person to engage in the business of being a broker 
or dealer in securities under its jurisdiction. Discussions with exchange 
representatives, CLA officials and others raised the problem of unregulated 
persons acting as brokers and dealers in either listed or unlisted securities. This 
can be resolved either by requiring everyone acting as a broker or dealer to be a 
member of an exchange as broadly defined in definition 2(m) as proposed in this 
memorandum or through establishing a regulatory program for non-exchange 
members including competency, operating, monitoring and enforcement 
requirements. The first of these alternatives appears to best meet the desires of 
concerned persons. 

#44 	 Recommendation Amend Section 9(1) to read as follows: "(1) an issuer that 
intends to get any of its securities listed or approved for trading on a Stock 
Exchange or any broker or dealer who desires approval to trade on an exchange, 
securities of a company not listed on such exchange shall submit an application 
therefore to the Stock Exchange with the content and in the form prescribed by 
the Stock Exchange." 

Reason: This recommendation provides for an over-the-counter market and for 
trading of unlisted securities on an exchange whether at the request of an issuer 
or a broker or dealer. In addition, the procedures for listing or trading on an 
exchange should be prescribed by the exchange, with the approval of the 
Authority. Listing or trading decisions should also be made by the exchange with 
an opportunity for an issuer whose securities have been denied listing or trading 
to appeal that decision to the Authority. The Authority may, in the interest of 
investors and the public, establish minimum requirements for listing or trading on 
any exchange and it may also require higher minimum standards on any specific 
exchange through its review process of all exchange rules and requirements. It 
should not, however, establish the specific requirements and the format for listing 
or trading nor it is necessary for the Authority to receive a copy of every 
application. 
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#45 	 Recommendation: In the interest of permitting the issuer of securities to 
determine whether listing of its securities is desirable, it is recommended that 
section 10 be deleted. If it is determined to retain the section for public policy 
reasons, amend the proposed article by deleting the words "consulting the Stock 
Exchange concerned and" on the seventh and eighth lines and insert the word "a" 
after the word "on" on the last line. 

Reason: Listing securities on an exchange should be a decision made by an issuer 
in the interest of its shareholders after weighing the costs and benefits. If for some 
national policy reason the government retains the requirement that certain 
companies list their securities on a stock exchange, at least the government should 
not decide the exchange on which the company must list its securities. 

#46 	 Recommendation. Either the Companies Ordinance and the Securities and 
Exchange Ordinance should be consolidated into one Ordinance as recommended 
in the second introductory paragraph to these recommendations, or the provisions 
that were formerly in Chapter III of the Securities and Exchange Ordinance and 
all other provisions in the Companies Ordinance relating specifically to companies 
that intend to make a public offering, have made a public offering, or are listed or 
traded on an exchange should be transferred to the Securities and Exchange 
Ordinance. 

Reason: The Corporate Law Authority should be the sole administration agency, 
and the member of the Authority that is responsible for existing provisions of the 
Securities and Exchange Ordinance should be responsible, for all disclosure and 
other investor protection with regards to companies that have made offerings of 
their securities to the public, or are of a sufficient size and have a sufficient 
number of shareholders, that the government, as a matter of policy, believes need 
its involvement in order for investors to be able to have access to material facts 
and be protected from improper securities practices. 

#47 	 Recommendation: Proposed section 12(1) should be amended by replacing the 
words "listed on a stock exchange" with "offered to the public". 

Reason: Listing on an exchange should not be the event that requires an 
underwriter to meet the requirements deemed important by the Authority. 
Obtaining public access to the capital market in Pakistan should be the event. 
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#48 	 Recommendation.: Among the requirements necessary to be registered as an 
underwriter should be an initial minimum amount of paid in capital and a 
continual minimum net capital. 

Reason Underwriters take on a major financial responsibility when they contract 
to underwrite an issue of securities. They should be required to be financially 
able to fulfill their commitments. 

#49 	 Recommendation: Proposed section 13(1) should be amended to read as follows: 
"No person shall directly or indirectly make a fictitious application or submit more 
than one application for shares in any public offering. 

Reason."To clarify the intent of the prohibitions. 

#50 	 Recommendation Amend proposed section 14(1) by inserting the word "a" after 
the word "as" in line one. 

Reason Edit. 

#51 	 Recommendation Delete the note that follows sub-paragraph 6 in section 14. 

Reason. Securities Depository has already been defined in proposed section 2(kk), 
which 	should be changed to 2(kkkkk) because of other added definitions. 

#52 	 Recommendation: The CLA should issue some rules relative to standards for 
providing credit, pledging and lending of customers' securities to protect 
customers from potential abuses by exchange members. 

Reason: Section 16 of the Securities and Exchange Ordinance does nothing to 
regulate credit, pledging or lending of customers' securities in the absence of CLA 
rules. 

#53 	 Recommendation: Amend section 17 by deleting the following language beginning 
on line one, "for the purpose of inducing, dissuading, effecting, preventing or in 
any manner influencing or turning to his advantage," and inserting in its place, "in 
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connection with". 

Reason: As presently drafted, the prohibitions are limited to acts that are "for the 
purpose of inducing, dissuading, effecting, preventing or in any manner influencing 
or turning to his advantage". It can be reasonably argued that this language would 
require a showing of intent to commit a violation, and thus would be very difficult 
to enforce. 

#54 Recommendation. Amend section 17(c) by deleting the words "or actively conceal". 

Reason.: "Omit to state" includes both inadvertent 
concealment. 

as well as active or intentional 

#55 Recommendation: Amend section 17(d) by inserting ", by deception," after the 
word "induce" in the first line and delete the words "by deceiving him" after the 
word "person" in the same line. 

Reason.: Edit. 

#56 Recommendation Delete section 17(e)(vi). 

Reason: This is an insider trading provision which is included in proposed 
CHAPTER IV-A. 

#57 Recommendation Insert a new section 17(e)(,A) as follows: "(vi) directly or 
indirectly participate in two or more transactions in a security with the intent of 
maintaining or stabilizing the price of such security for the purpose of inducing its 
purchase by others;" 

Reason." Paragraph (vi) prohibits a series of transactions raising or lowering the 
price for the purpose of inducing others to buy or sell the securities. It is just as 
improper to engage in a series of transactions that maintain a specified price with 
the purpose of inducing others to buy or sell. 
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#58 	 Recommendation: Insert a new section 17(e)(vii) as follows: "(vii) In order to 
facilitate the functioning of the market in the public's interest, the Authority may 
determine to issue rules providing for exceptions to the prohibitions contained in 
this section in the case of brokers, dealers or underwriters." 

Reason: There may be legitimate transactions that would be prohibited by 
provisions contained in section 17 such as: 

a. Changing the trustee who holds securities for a minor beneficial owner: 
Such a case would violate (e)(iii) in the absence of an exception by the 
Authority. 

b. Stabilizing purchases in an underwriting: Whenever a company that has 
made a public offering or has securities trading on an exchange desires to 
make an additional offering of securities to the general public, it desires to 
sell the new issue at the market price so that it will not dilute the value of 
the shares of existing shareholders. However, if the existing market price is 
determined by market forces of supply and demand and additional supply 
is offered, the price could be expected to decline below the market price. 
Also, the market might decline during an offering period, yet securities 
should be sold to all applicants at the same price. Thus, in many countries, 
underwriters are permitted to engage in what are called stabilizing 
purchases of shares offered on the market in order to maintain the price of 
the securities at the offering price during a public offering period. Rules 
permitting such stabilizing purchases always include limitations and require 
that the underwriter disclose in the prospectus the fact that stabilizing 
purchases may be made, the conditions under which such purchases might 
occur and under which they might cease. 

#59 	 Recommendation: Amend section 19 to read as follows: "(a) The Authority and 
any person authorized to act on behalf of the Authority shall not use or 
communicate or otherwise disclose information obtained in the performance of 
functions under this Ordinance except in an attempt to achieve objectives of the 
Authority, or when required by law." 
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Reason: The provision, as it now reads, appears to prohibit all persons that 
perform any functions under this Ordinance from communicating any information 
to persons not legally entitled to receive it. This would appear to cover brokers, 
dealers, underwriters, investment advisors and all other persons covered by the 
Ordinance. It is possible that the provision was intended to be that broad, but 
more likely it was intended to prohibit the Authority and its authorized 
representatives from disclosing information other than to accomplish the purposes 
of the Ordinance. Moreover, the Authority should not be authorized to make 
disclosures to persons that are not legally entitled thereto without any restrictions 
as to purpose. The proposed language also prohibits any person acting on the 
Authority's behalf from using privileged information for personal purposes, (see 
Appendix E for a draft proposed ethics standard requested by the Authority). 

#60 	 Recommendation: Amend section 19 by adding the following: "(b) The Authority 
and any person authorized to act on behalf of the Authority shall conduct their 
regulatory activities in such a way as to minimize interference with the legitimate 
business activities of persons under their jurisdiction". 

Reason: To keep regulatory burdens to the minimum necessary to accomplish the 
purpose. 

#61 	 Recommendation: Chapter IV-A should be structured in such a way that it has 
sections in accordance with the regular numbering system of the Ordinance. This 
would require renumbering all sections in CHAPTER V. For purposes of this 
review, however, existing numbers will be used for reference. 

Reason: To retain consistency within the Ordinance. 

#62 	 Recommendation: Amend proposed Chapter IV-A (1) by deleting the words "on a 
stock exchange" and "listed" on line three. 

Reason: The prohibitions on trading with possession of inside information should 
not be limited to securities listed on a stock exchange because confidence in the 
fairness of securities markets can be undermined by insider trading of securities 
that are not listed on a securities exchange as well as those that are listed. 
Prohibitions should apply to any securities that have been sold in a public offering 
or that have been issued by a public company as defined. 
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#63 	 Recommendation: Amend Chapter IV-A (1) by deleting the words "he knows" on 
the fourth line. 

Reason. Prohibitions on trading with possession of inside information should not 
be based on knowledge by the insider that the information is not generally 
available, or that if it were available would likely materially affect the price of the 
securities. It should be the duty of insiders to know whether the information is 
generally available to the public. In bringing an enforcement action, the 
Authority should not have to prove that the insider knew that the information was 
not generally available to the public. 

#64 	 Recommendation. Amend proposed sub-section (2) by deleting "he knows" on line 
four and five. 

Reason: Knowledge of (a), (b) and (c) of this proposed provision should not be 
required for the reasons stated in number 63. 

#65 	 Recommendation: The explanation of "connected person" following sub-section (2) 
should be made into a definition and moved to the beginning of the Ordinance 
with other definitions as new 2(cc). 

Reason: It is more orderly to have all definitions in one place. 

#66 	 Recommendation: The new definition should read as follows: "connected person" 

with respect to a company means: 

(a) a director or officer of that company; 

(b) a relevant shareholder in that company or a related company; or 

(c) a person who occupies a position with respect to a company that 
provides access to information which is not generally available and which if 
it were available would likely materially affect the price of securities of that 
company or any other company. 
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Reason: The recommended amendments simplify the proposed language while 
providing the same restrictions. 

#67 	 Recommendation. Amend sub-section (3) to delete the words "on a stock 
exchange" on line two and line four and "listed" on line three. Also replace the 
word "procure" on line three with the word "influence". 

Reason"The first recommendation is to broaden the effect of the provision to 
cover all securities over which the Authority had jurisdiction. The second 
recommendation is to replace a word that means "to cause" and which ic not 
otherwise used in the Ordinance with one that is appropriately more inclusive. 

#68 	 Recommendation: Amend proposed sub-section (4) to read as follows: "No person 
shall, at any time when he is prohibited by subsection (1), (2) or (3) from dealing 
in any securities by reason of his having any information, communicate that 
information to any other person if he knows, or has reason to believe, that such 
person may use the information for the purpose of dealing, or influencing any 
other person to deal, in those securities." 

Reavon: The recommended language conforms the subsection to previous 
recommendations and simplifies the provision. 

#69 	 Recommendation: Delete sub-section (5). 

Reason: Insider trading is extremely difficult to prove if any general exemptions 
are provided that relate to intent. Moreover, it is difficult to think of a situation 
in which the use of inside information can be justified when the other side of the 
transaction does not have access to the information. 

#70 	 Recommendation: If the Authority believes that there are legitimate reasons to 
provide exemptions such as are proposed in sub-section 5, amend the sub-section 
to read as follows: 'The provisions of this Chapter shall not prohibit a person by 
reason of having any information from engaging in any securities transaction or 
influencing another person to engage in a securities transaction if he proves to the 
satisfaction of the Authority that either: 

Price Waterhouse 
25 



SECURITIES AND EXCHANGE ORDINANCE, PAKISTAN 
--- REVIEW AND RECOMMENDATIONS 

(a) the transaction was not made with the intent of making a profit of 
avoiding a loss (whether for himself or another person) by the use of that 
information; or 

(b) the transaction was made in good faith in the exercise of legal 
responsibilities as a liquidz:or, receiver or trustee in bankruptcy. 

Reason. The first change is recommended because unless, as previously 
recommended, the Ordinance is redrafted to provide that the existing sub-sections 
of proposed Chapter IV-A are numbered sections, there are no sections in this 
Chapter. Other changes are recommended to simplify and clarify the language. 

#71 Recommendation: Amend sub-section 6 to read as follows: 

"(1) Whenever, after giving the person an opportunity to be heard, 
the Authority concludes that the person has violated any provision 
of this CHAPTER or the rules or regulations thereunder, the 
Authority shall, by order direct that such person pay compensation 
to any person who can be shown to have suffered loss in a 
transaction with the person who violated the provision because of 
the difference between the price at which the securities transaction 
took place and the price at which the transaction would likely have 
taken place if the violation had not occurred. 

(2) The amount of compensation for which a person in 
violation is liable under (1)is the amount of the loss 
sustained by any person whom the Authority concludes 
suffered loss because of the violation. 

(3) If it cannot be shown who suffered loss as the result of a 
violation under this CHAPTER, the Authority shall direct the 
person who is in violation to tender to the Federal 
Government Treasury an amount that the Authority 
determines to be equal to the gain obtained or loss avoided 
as a result of the difference between the price at which the 
violative transaction(s) took place and the price at which the 
transaction(s) would likely have taken place if the violation 
had not occurred. 
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(4) The Authority may also by order direct any person who
 
the Authority has found to have willfully violated any
 
provision of this CHAPTER or any rule or regulation
 
thereunder to tender to the Federal Government by way of
 
penalty an amount not exceeding three times the profit
 
gained or loss avoided a result of the violation.
 

(5) Any sum directed to be paid under this CHAPTER shall
 
be recoverable as an arrear of land revenue.
 

(6) Any person directed by the Authority to tender ai,
 
amount as compensation and/or penalty under this
 
CHAPTER may appeal the Authority's order to the
 
Company Bench provided for in section 8 of the Companies
 
Ordinance."
 

Reason: The first substantive change in the sub-section is to delete the 
requirement that the violation of a provision in this CHAPTER be determined by 
the Authority to be willful. It is very difficult to prove wilfulness particularly in an 
insider trading case. ,.rsons will have suffered loss and the appearance of 
fairness of the market will have been undermined whether the violation was 
willful or not. 

1ile second significant change is that payment be made to persons who suffered 
be'cause of the violation rather than to the issuer. It is not clear why a violator 
should tender an amount equal to his illegally obtained gains to the issuer. If the 
Authority is unable to determine persons who suffered loss, then the gains to the 
violator are to be paid to the Federal Government Treasury. Alternatively, such 
payments could be paid into a fund that could be used to enhance the capital 
market, such as an investor protection fund. The recommendation (item (4)) 
also requires the Authority to make a finding of a willful violation in order to 
impose a penalty of up to three times the profit gained or loss avoided. 
Another recommendation (sub section 6(6)) provides for an appeal. It seems 
reasonable, whenever the Authority orders payment of compensation or fines, to 
give an opportunity for the person involved to appeal to a higher authority. If this 
recommendation is accepted, the appeal could be to the Company Bench or such 
other entity could depend on the existing practice for appeals in Pakistan. It is 
also recommended that the Authority consider putting these provisions relating to 
penalties "*CHAPTER V along with other penalty provisions. 
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#72 	 Recommendation: It is recommended that the Corporate Law Authority consider 
adding certain provisions included in the securities laws in other countries which 
have provided for a number of instances in which a securities transaction may be 
effected when one of the parties to the transaction has inside information. Such 
provisions are recommended in numbers 73-75. 

Reason:To provide for exemptions in certain controlled situations. 

#73 	 Recommendation: Add a provision to CHAPTER IV-A as follows: "( )' A 
company may engage in a securities transaction even though a director, officer or 
employee has information that is not generally available, and if it were so 
available would be likely to materially affect the price of those securities, when: 

(a) the decision to enter into the transaction is made independently by 
another person; 

(b) the company has a system that insures that such information will not be 
obtained by the other person; and, 

(c) the 	other person does not know of the existence of such information." 

Reason: Such an arrangement protects against the misuse of material non-public 
information that may be available to one part of a company in its normal business 
operations, but does not prohibit another part of the company that does not have 
access to the material non-public information from having transactions in the 
securities that could be affected by knowledge of the non-public information. 

#74 	 Recommendation: Add a provision to CHAPTER IV-A as follows: "( ) A 
company may engage in transactions involving the securities of another company 
even though a director, officer or agent of the company, in the performance of his 
duties with the company, has received information that is not generally available 
and if it were available would be likely to materially affect the price of such 
securities when the information relates only to the proposed transactions by the 
company in securities of the other company." 

1Refer to Recommendation #61. 
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Reason: This makes it possible for a company to engage in transactions in another 
company's securities even though it is aware of such proposed transactions, and if 
the general public were aware of such proposed transactions it would likely have a 
material effect on the price of such securities. 

#75 	 Recommendation. Add a provision to CHAPTER IV-A as follows: "() A broker 
or dealer who has information about a company that is generally not available 
and if it were available would be likely to materially affect the price of the 
company's securities, may engage in a transaction in such securities, if: 

(a) the broker or dealer enters into the transaction as an agent for another person 
in accordance with specific instructions from that person; and, 

(b) the broker or dealer has not communicated the information referred to above 
or given any advice to the other person with respect to the transaction." 

Reason. This makes it possible for a broker or dealer who may have material 
information about a company that has not been made generally available to 
engage in normal business activities with respect to transactions in securities of 
that company as long as he does not communicate any of the information to his 
client, he does not recommend or give any advice to the client with respect to the 
desirability of trading in the securities and he acts solely as an agent in the 
transaction. The decision on whether to add such a provision should be based on 
the Authority's view whether it would lead to abuses because it could not be 
properly enforced. 

#76 	 Recommendation: Amend proposed section 21(1) to read as follows: 'The 
Authority may, on its own motion or at the request of any person, by order in 
writing, cause an inquiry to be made by any person appointed in this behalf into 
the securities related activities of any person over which the Authority has 
regulatory jurisdiction pursuant to this Ordinance or any other ordinance or law." 
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Reason. The Authority should have the power to investigate or cause an inquiry to 
be made into the securities activities of any person over which the Authority has 
jurisdiction either on its own motion or at the request of any person. It is not 
meaningful to have provisions relating to required percentages of the holders of 
equity securities, or members of an exchange or any other requirements that must 
be met for the Authority to cause an inquiry to be made when it can cause such 
an inquiry on its own motion for any reason it deems appropriate. (This would 
likely require a conforming change in the Companies Ordinance). 

#77 	 Recommendation: Amend proposed section 21(2) to read as follows: "Where an 
enquiry under subsection (1) has been undertaken every person who has 
information relating to or having a bearing on the subject matter of the enquiry 
shall furnish such information as the person conducting the enquiry may require." 

Reason. The Authority should have the power to obtain any information that is 
relevant to an enquiry from any person. 

#78 	 Recommendation: Amend section 23(1) by deleting the remaining language after 
the word "consummated" on the next to the last line and inserting in its place "and 
for any damages suffered". 

Reason: A person who has been adversely affected by a contract made in 
contravention of any provisions of the Ordinance or any rule or regulation made 
thereunder should be able to sue for damages whether or not recision is possible. 

#79 	 Recommendation Amend section 23(3) by replacing the word "of' on line one 
with the word "or". 

Reason.: Typographical error. 

#80 	 Recommendation:Amend section 23(3) by inserting "fulfilled all of the duties of 
his position or profession with diligence". 

Reason In some cases, there is a duty to know and to act in a prescribed manner. 
Ignorance or negligence should not be a means by which a person is able to avoid 
liability. 
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#81 	 Recommendation: Amend section 23(4) by inserting after the word "action" on the 
last line, the following: "and had appropriate supervisory procedures over the 
person committing the act or acts giving rise to the cause of action". 

Reason: In order to avoid liability for the acts of controlled persons, control 
persons must not only act in good faith and not directly or indirectly induce the 
violative acts but must also establish and enforce appropriate supervisory 
procedures against violations. 

#82 	 Recommendation:Amend section 23(6) by inserting after the word "action" on the 
last line, the following: ",or, to the extent permitted by the statute of limitations, 
one year after the discovery of the cause of action, which ever is later". 

Reason: There are instances when violative activity is not found within three years. 
Within the statute of limitations oi court actions, persons should be given a 
reasonable amount of time after discovery to seek a remedy. 

#83 	 Recommendation:Amend section 24(2) by inserting after the word "Knowledge" 
on line four the following: 'When he exercised due diligence in his duties and had 
no responsibility to know" and inserting the word "he" in place of the word "the" 
on that same line. 

Reason: Certain company officials have a responsibility to be aware of corporate 
conduct. The lack of knowledge by an official who should have known, should 
not be available as a defense against responsibility for the offense. The other 
change is to correct a typographical error. 

#84 	 Recommendation:Amend proposed section 26(1) by deleting the words "powers 
of' on line three and inserting after the word "Authority" on line seven, "on its 
own motion or". It is also recommended that there an opportunity to appeal the 
decision of the Authority to a court. 
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Reason: The first recommended change is to correct a typographical error. The 
second recommendation is to permit the Authority to override a decision made by 
any officer exercising the powers of the Authority. The third recommendation to 
provide an opportunity for an appeal to a court of law is generally provided to 
assure fairness in cases where administrative agencies have the power to impose 
severe sanctions on persons under their jurisdiction. 

#85 	 Recommendation: Amend proposed section 26(2) to provide for an appeal to a 
court as recommended in section 26(1). 

Reason: Same as for number 84. 

#86 	 Recommendation: Amend proposed Section 27 to replace "Federal Government" 
with "Authority", or amend the provision to specify to whom the advice is given 
and to assure that the advisory committee has no review function or authority to 
interfere with the administration of the Ordinance by the Authority. 

Reason: One of the major problems with the development of the capital market in 
many countries is the diffusion of authority and the ability of advisory committees 
to become actively involved in day to day administration of the law or acting as a 
review body for decisions made by the agency responsible for facilitating the 
development and monitoring the activities of persons in the capital market. 

#87 	 Recommendation: Amend Section 31(1) by deleting the words "of a certificate" in 
line 2; on line 3, replace the word "or" with a comma; and after the word "bond" 
insert "or any other security regulated under this Ordinance, whether by certificate 
transfer, book entry, or otherwise, through an exchange member,". 

Add a new subsection (2) as follows: (2) Stock Exchange members are 
responsible to assure that their clients receive legal ownership of securities for 
which they have given lawful consideration and lawful consideration for which 
they have given legitimate securities"; renumber existing subsection "(2)" as "(3)" 
and insert "subject to subsection (I) and (2)" at the beginning of the subsection. 

On the seventh line, replace the word "its" with "the" and delete the word "listed", 
and insert "traded on an exchange" after the word "securities". 
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Reason: To require persons acting as brokers or dealers to be responsible for the 
authenticity of securities transactions for their clients. In any case where a client 
engages in a transaction to buy or sell a security, the broker or dealer must assure 
that his client receives lawful consideration for legitimate securities sold or 
legitimate securities for lawful consideration paid regardless of any problems 
experienced by the broker or dealer et t1e exchange or in settlement of the 
transaction. The proposed amendment also covers unlisted as well as listed 
securities, purchased with lawful consideration through an exchange, that are 
transferred by book entry. 

#88 	 Recommendation: Section 32 should be amended by inserting the words "by the 
Authority" after the word "prescribed" on the last line. Also, although this very 
broad general authority may be sufficient, it would be desirable to have specific 
provisions in the Ordinance with respect to the registration or licensing 
investment advisors and investment companies and the types of requirements 
imposed on such persons for the protection of investors. The Securities and 
Exchange Ordinance should be amended to include provisions dealing with the 
registration and operations of investment companies and investment advisers. 

Reason: Clarification and greater specificity in the Ordinance. 
These matters are presently regulated only in Investment Companies and 
Investment Advisers Rules, 1971. There is an inconsistency in having provisions 
relating to some persons in the Ordinance and others only in rules. The basic 
provisions included in the Investment Companies and Investment Advisers Rules 
should be incorporated into the Ordinance. 

#89 	 Recommendation: Section 34(2)(ix) refers to the procedure for registration of an 
issuer. If this refers to registration in order to offer securities to the public, the 
provision should be deleted. If it refers to listing or approval of trading on an 
exchange it should be amended by replacing the word "registration" with "listing or 
trading of the securities". 
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Reason: The requirements for offering securities to the public are generally 
established by a government agency, which also is responsible to monitor and 
enforce the requirements. Exchanges are generally responsible for activities on 
their own market. There are instances in which both the government agency and 
the exchange approve both the offering documents and the listing of securities on 
an exchange. This is unnecessary duplication and is unnecessarily time consuming 
and expensive. The proposed amendment also provides for an exchange to 
regulate the trading of unlisted securities by its members. 

#90 	 Recommendation. Amend section 34(2)(xvii) to provide that the exchange could 
give guidelines with respect to minimum commissions for transactions on the 
exchange but that each broker or dealer is free to determine commissions and 
other charges to his customers. If the Authority determines that it would be in the 
interest of the capital market and investors to make such a change, the 1ollowing 
language is proposed: 

"(xvii) guidelines regarding suggested brokerage commission rates and other 
charges by members, but members must be permitted to determine their own 
charges subject to any limitations that may be set by the Authority or set by an 
exch.nPg with approval by the Authority, on the determination, after public 
hearings, that such limitation is necessary to assure competition in the capital 
market or for the protection of investors." 

Reason: Although this is a matter that must be decided depending on the viability 
of the institutions in Pakistan, the goal should be to provide for free competition 
among brokers and dealers, as is the trend in other markets. 

#91 	 Recommendation. The Securities and Exchange Ordinance should be amended to 
include provisions covering requirements for the registration and operations of 
brokers and dealers. 
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Reason.: The Securities and Exchange Ordinance and the proposed provisions that 
have been reviewed cover the registration of stock exchanges, securities 
depositories, asset management companies, underwriters, registrars, balloters and 
credit agencies. Missing from this list are brokers and dealers who are some of 
the most important persons in a securities market. Such persons, if they are 
members, are presently regulated in rules 3, 4 and 5 of Securities and Exchange 
Rules, 1971, which deal with qualifications for membership of and admission into 
a stock exchange. It would be more appropriate if such rules were incorporated 
into the Securities and Exchange Ordinance and applied to brokers and dealers 
whether or not they are members of an exchange. Brokers and dealers often 
perform the function of underwriting securities offerings in the primary market or 
are sales agents in such underwritings independent of any activities they may have 
in the exchange market, which is a secondary market trading securities that have 
already been issued. Exchanges could then establish their own standards for 
membership which might exceed those established by the Ordinance or by rules 
under the Ordinance. 

#92 	 Recommendation: The Securities and Exchange Ordinance should provide for an 
annual inspection of exchange members and every person which is licensed or 
registered by the Authority. Such inspections for stock exchange members should 
be performed by the stock exchange, with a few inspections by the Authority to 
monitor exchange inspections. Other persons should be inspected annually by the 
Authcrity or by someone authorized by the Authority for such purpose. There 
should also be "for cause" inspectins by the Authority or an exchange whenever 
there is reason to believe that one is needed to properly monitor and enforce 
provisions of the Ordinance and rules and regulations thereunder, or exchange 
rules. 

Reason: The Authority needs to establish mechanisms to assure compliance with 
the Ordinance and its rules and regulations. 

#93 	 Recommendation: The introductory statement to The Securities and Exchange 
Rules, 1971, refers to the Securities and Exchange Authority. It is understood 
that this was the agency responsible for the administration of the Securities and 
Exchange Ordinance before it was transferred to th. Corporate Law Authority. If 
that is correct, there should be a footnote to that effect. 

Reason: Clarify meaning of Securities and Exchange Authority. 
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#94 	 Recommendation: Ru'le 2(d) defines "net capital" to include "money receivable 
within a period of twelve months from the date of the balance sheet and such 
other assets". The purpose of a net capital requirement is to assure that there are 
assets readily available to meet the contractual obligations of brokers and dealers 
in their business activities for the protection of their customers, other brokers and 
dealers with whom they trade and any exchange of which they may be members. 
It is recommended that the definition of net capital be reconsidered to limit assets 
that can be included in the computation to those that are immediately available. 
If the Authority decides to consider this recommendation there are many 
examples in other markets that can be used. 

Reason: The definition as now provided does not assure that assets will be readily 
available as needed. 

#95 	 Recommendation: In Rule 2(e), "oflficer" is defined differently than in the 
Ordinance or in the proposed definition for the Ordinance. These definitions 
both apply to issuers and should be the same. 

Reason: Simplify. 

#96 	 Recommendation: Amend Rule 3(a)(vi) by replacing the words "not less than" on 
the second line with "at least". 

Reason: To avoid a double negative in the sentence. 

#97 	 Recommendation That in Rule 3(b), the net capital of exchange members not be 
tied to the activity of the exchange but to their own activity. The amounts to be 
required and the way net capital is computed also need to be reconsidered. 

Reason: Net capital needs for exchange members relate to their own activity, not 
the total activity of the exchange. 

#98 	 Recommendation: Amend Rule 3(b)(i) to replace the word "crore" with "10 
million" so that it. would be generally understood. 
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Reason: Improves understanding of the rule. 

#99 	 Recommendation: That the first proviso in Rule 3(b)(ii) be amended to maintain 
the same relationship as it had before (ii) was increased from fifteen to seventy 
five thousand rupees. The second proviso should also be amended to indicate the 
change made in (ii) in 1985. 

Reason: Consistency within the yule. 

#100 	 Recommendation: Rule 3 needs to be amended to clarify that in fact members of 
a stock exchange can be individuals or companies as c.arified in discussions in 
Washington, D.C., Karachi and Islamabad. Rule 3 seems to infer that they can 
only be individuals in 3(a) which refers to age, soundness of mind, etc., and also 
in the second proviso to (b)(ii) which refers to "the number of such partners of 
the firm as are members of the stock exchange". Paragraphs (c), (d) and (e) also 
infer that members must be individuals. On the other hand, the Form Of 
Application For Registration Of A Stock Exchange Under Section 5 of the 
Securities and Exchange Ordinance, 1969, Part II items 12 and 13 indicate that it 
is possible for firms to become members. This Rule needs new provisions 
applying to corporate members of an exchange. 

Reason: Clarify that members can be both individuals and other persons and 
provide rules for such other persons. 

#101 	 Recommendation: Corporations should be permitted and encouraged to be 
members of Exchanges. Existing members should be encouraged to reorganize 
into corporations. 

Reason: Corporations are more permanent, can be required to be more open in 
accounting for and disclosing their activities to the public, can be required to have 
greater amounts of capital and net capital and by making their officers and 
directors liable for acts of the corporation can be held to a high level of 
responsibility. Some countries permit only corporations to be members of 
exchanges.
 

#102 	 Recommendation: Amend Rule 4(3)(a) by inserting "a" after the word "is". 
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Reason." Edit. 

#103 	 Recommendation Rule 5(1) should be amended by adding the following at the 
end: "Such financial statements shall be audited by an independent auditor who is 
a chartered accountant." 

Reason: Member financial statements should be audited and the auditors should 
be independent of the member to enhance credibility of the auditor and the audit. 

#104 	 Recommendation:The CLA should have authority to establish accounting and 
auditing standards, including certification of financial statements, that supersede 
those established by the accourting profession if it is deemed necessary for the 
protection of investors and the Lublic. Section 234 of the Companies Ordinance 
appears to grant such authority to the CLA for listed companies. Such authority 
should be expanded to cover all companies including banks and insurance 
companies that have sold their own shares in a public offering or are traded on an 
exchange. Any such standards should be established in consultation with qualified 
private sector accountants and any standards for insurance companies or banks 
should be established in coordination with the primary regulator of such 
companies and in accordance with existing law. 

Reason: To enhance the status of the accounting profession, to improve 
accounting practices of public companies and to increase confidence in audits. 

#105 	 Recommendation: Amend Rule 10(2) on line two by inserting the word 
"independent" before the word "auditor". 

Reason: To assure that the auditor is independent of the exchange. 

#106 	 Recommendation:The Ordinance should be amended with a new provision 
establishing liability for auditors in instances where investors have been harmed in 
reliance on financial statements or other documents that have been audited or 
reviewed and approved by them. 

Reason: To upgrade the performance of auditors and improve the capital market. 
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#107 	 Recommendation: Delete Rule 11 and renumber 11-A as 11. 

Reason Exchanges should deal wilh and provide application forms for listing. 
These forms would be reviewed by the Authority and either approved or 
disapproved as with any other rule or form of the exchange, before they are used 
by the exchange. 

#108 	 Recommendation: Amend Form 1 by replacing the word "FROM" in the heading 
with the word "FORM" and deleting the word "spare" on the first line of item 2. 

Reason: Edits. 

#109 	 Recommendation Amend FORM I PART I item 4 by replacing the word "may" 
on the next to the last line with the word "shall". 

Reason: The Authority should require that the basis of organization be stated. 

#110 	 Recommendation: In FORM 1, Applicants for registration of a stock exchange are 
asked various questions, but there is no indication that the items about which 
questions are asked are required. It is recommended that the Authority establish 
as requirements for approval of an exchange application positive responses to 
items 16, 17, 23, 25, 26, 27, 28, 2Q), 30; 31 and 32. 

Reason: Every exchange should be required to have these items. 

#111 	 Recommendation: Amend item 22 by inserting the word "recommended" before 
the word "scale" in line one. 

Reason: Exchanges should not be permitted to establish prices charged by their 
members. 

#112 	 Recommendation: FORM II should be amended by deleting the word "FROM" 

and inserting the word "FORM". 

Reason: Typographical error. 
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#113 	 Recommendation: It has already been recommended that the basic provisions of 
the Investment Companies and Investment Advisers Rules, 1971 should be 
incorporated into the Securities and lExchange Ordinance or some other 
ordinance. 

In response to requests from the CIA to suggest what provisions of the 
Investment Companies and Investment Advisers Rules, 1971 should be included in 
the Securities and Exchange Ordinance, the following is recommended: 

a. 	 The Table of Contents of the Ordinance should be changed to include a 
new chapter or chapters relating to investment companies and investment 
advisers. 

b. 	 Definitions in the 1971 Rules that are not already in the Ordinance should 
be added. 

c. 	 The following Investment Companies and Investment Advisers rules should 
be included as sections in tie Ordinance with changes in language as 
suggested and with numbering changed to fit into the Ordinance : 

(A strikeover indicates language to-be deleted and language within brackets is to be. 
added.) 

3. 	 No investment company o tommence business without registration. - No 
company shall commence business as an investment company unless it is 
registered with the Authorily under these*ule:; [this Ordinance]. 

4. 	 Eligibility for registration. - A company proposing to commence business 
as an investment company shall be eligible for registration undef these 
nftes if it fulfills or complies with the following conditions or requirements 
,-amely:
 

(a) 	 that sueh [the company] is registered as a public limited company 
under the Companies Act. 1913 (VII of 1913); 

(b) 	 tht-it [the company] is to function as a closed-end investment 
company with a capitallof not less than five million rupees; 

(c) 	 that no director, officer or employee of sueh [the] company has been 
convicted of fraud oIr breach of trust; 
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(d) 	 t4a no director, officer or employee of %, [the] company has been 
adjudicated as insolvent or has suspended payment or has 
compounded with his creditors; 

(e) 	 thA the promoters o)f steh [the] company are, in the opinion of the 
Authority, persons of means and integrity and have special 
knowledge of mnatiers which the company may have to deal with as 
an investment company; 

[(f) 	 any other requirements prescribed in rules or regulations by the 
Authority in the public interest.] 

5. 	 Registration ­
(1) 	 Any company which [fulfills requirements] for registration uinder 

fule [in Article] 4 may make an application in Formr- -the [such 
form and manner - as the] Authority [may prescribe] for registration 
Under hese. ule;. 

(2) 	 An applicant under :;ub rulcW (1) Thall, bes ides thc ether documnnts 
r-f.frrd to in Frm !, he ae.ompanied by an und.raldE:ng by the 
i..stf..nt adi rf-tlie-ernpany that the i ... tmnt adviso .ll 
at all tis hld ir--.ene,fially own equity s uritis f the 
company of an amount which is Fihor more nor less than ten per 
een"t f thepait-ip vthie of .suehsee...ies. 

(4)[(2)] The Authority, if it is satisfied after such enquiry and after 
obtaining such further iitl'ormiation as it may consider necessary: ­

(i) 	 that the applicant is eligible for registration; and 
(ii) 	 that it would he in the interest of the capital market so to do, 

may grant a certificate of registration to such company in 
epFl lH. 

6. 	 Investment policy and diversification. ­
(1) 	 The investment policy of an investment company shall be clearly 

and concisely stated in its Memorandum and Articles of Association 
and the public offer for the sale of its securities. 

(2) 	 An investment company shall not enter into any transaction in any 
security other than a security which is listed [or traded] on a stock 
exchange or for the listing [or trading] of which an application has 
been made to a stock exchange. 
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(3) 	 The investment of an investment company in any other company 
shall not, at any time, exceed an amount equal to ten per cent of 
paid-up capital of the investment company or an amount sufficient 
to acquire ten per cent of any class of the securities of that other 
company. 

8. 	 Prohibitions.- No investment company shall ­
(a) 	 merge with, acquire or takeover any other investment company, 

unless it has obtained the prior approval of the Authority in writing 
to the scheme of such merger, acquisition or takeover; 

(b) 	 pledge any of the secturities held or beneficially owned by it; 
(c) 	 make a loan or advance of money to any person except in 

connection with the normal business of the investment company; 
(d) 	 effect a short sale ini nny security; 
(e) 	 purchase any securily in a forward contract; 
(f) 	 purchase any security on margin; 
(g) 	 participate in a joint account with others in any transaction; 
(h) 	 apply any part of its assets to real estate, commodities or 

commodities contracts; 
(i) 	 acquire any security of which another investment company is the 

issuer; 
(j) 	 make an investment in a company which has the effect of vesting 

the management, or control over the affairs, of such company in the 
investment company; 

(k) mpley a:s 	 dirzctly, any dircter fficcr a.a broker -ilireetly ... . 
empleyee f the ifiVc;tinent eempany of its investment ad-visr er 
any dir...tr, .ffie there..f;,or e..ply 

()f(k)] issue at any time, without the prior approval of the Authority in 
writing, a senior security which is either stock or represents 
indebtedness; 

[(I) 	 act in contravention of any other rule or regulation that the 
Authority prescribes in the public interest.] 

9. 	 Transactions with directors, etc.- No investment company shall without the 
prior approval of the Authority in writing, purchase from, or sell to, any 
director, officer or employee of the investment company or of the 
investment adviser thereof or a person who beneficially owns ten per cent 
or more of the equity securities of the company or of its investment 
adviser. 
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10. 	 Appointment of investment adviser. ­
(1) 	 No investment company shall appoint any person as an investment 

adviser except by a contract in writing the terms of which have been 
previously approved by the Authority in writing. 

"eei [t. ]y ttrs, ni-lIyl not he r...wed or mi difi d unless s.. eh 
renewal or modification ht&.-bccen authorized by the sharceholder f h 
investment companiy in general meeting and approvod by the author-ity. 
(2A) .if the etracet, ait inili"t.il.y ,ntoerd, as Fenewe, is trf fiatedint or 
within the first fivo yur:; oF-the--eentraet., and not lator, mefpefsatiefn Ffo 
eaeh year of the uinexlifted-peiod of the eontract shall be paid to the 
investment adviser fit the rio- eone fourth of his annual average 
r,ouneratin durin tUhe -,iIiiedt peidof thee 1ofttfet. 

Eplanatio; Whero the ex pirod poriod is a fraction of a year or inceludos a 
fractiont of a yeap, the remrnncration for the fraetiefn of the yeaf shall be 
eeneted pfe Fat: into full ycarS' remuneration and then the average 
amual FefuneratieH shall-4he workcd out to deteorfine the componsatin 
Payable faf-he unexpired period of the conitract; and 

3[(2)] The contract shall, among other things, provide that the 
investment adviser shall hear all expenditure in respect of the 
secretariat anid oltfict spaice of the company and professional 
management, includ"ing all administrative, accounting and legal 
services, and that the f'ee payable to the auditors and the custodian, 
taxes on income or'the company, brokerage, stamp duty and any 
other duties or taxes connected with the sale or purchase of 
securities shall be payable by the investment company. 

1. 	Power of Authority to give certain directions.- The Authority, if it is 
satisfied that it is necessaror expedient so to do in the public interest or 
of the capital market in Piikistan, may, hy order in writing, direct an 
investment company, within sch time a.%may be specified in the order.­

(a) to disinvest the whole or such part of the investment portfolio as 
,,, may be tatitisIl~es~rV,)so specified; epeiet o osaisie 	 o n hepuli itees3o 

(b) to refrain from investing or disinvesting such securities as may be so 
specified;of he aptalmaretinmy, inwrtin, ieta'tki.lnn y rde 

1tyive 1'Inerhue 
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(c) 	 to co-opt one or more persons nominated by the Authority as
 
members of the board of directors of the company with the same
 
status, powers and rights as the other members of the board.
 

Publication of portfolio securities.- Every investment company shall cause 
to be published, in the Bultlein or other such publication of the stock 
exchange on which its seculrities are listed, the names and the value of its 
portfolio securities as at the end of each half-year. 

Custody of securities.- (1) Every investment company shall place and 
maintain the securities owned or held by the company with a custodian 
appointed by it with the prior approval in writing of the Authority. 

[Every investment company shall maintain such books of accounts and 
other records for such period of time as the Authority shall by rule or 
regulation require as appropriate to depict a true and fair picture of its 
state of affairs.] 

[Every investment company shall transmit to its shareholders and to the 
Authority such periodical reports in such form and with such content as the 
Authority may prescribe.] 

No person to commence business [as an investment adviser] without 
registration.- No person shall commence business as an investment adviser 
unless such person is rcgislered with the Authority under these-Ies [this 
Ordinance]. 

Eligibility for registration.- Any person proposing to commence business as 
an investment adviser shall be eligible for registration under these ules if 
it fulfills or complies with fio... 4,[such] conditions or requirements, 
name!y [as the Authority may prescribe by rule or regulation in the public 
interest]. 
(a) 	 that z h pcr on a e u t 

(b) 	 that no dircctF,-tff-tw-ofemplyee oFteh eempay hs been 
eonvieted ef fratud (IF bretuh of tru:;t; 

(e) 	 that no dircctOr, Offieff Or empleyee of such company has been 
aEdjtdieate as inselvct Or haS SUSPended paymcent or haAW44~444
eempounded with his ercditors; 
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.Authe.it, person:; of means and integrity and have specia 
knewlege of the iimer:; whi h the company may have t deal ,ith 
as an inestment tdvisor. 

.. 1920. 	 Registration.- (1) Any perso, who i,-e ,,ible ,f,,r git. der,.t ,ule 
[fulfills the requirements esiablished under Article 141 may make an 
application in-Ferf4tH [in such form and manner as] the Authority may 
prescribe for registration under these rules as an investment adviser. 

(2) An application under :ti rule (1) shall, beside the ethef-deettment 
referrced to in Formn Ml, lwe-uicompanied by an undertaldng that the 
company will at all (ir... i,intain a net capital balnce -&he-e-pt+a 
account of a amount whielh i-" le.s an one lae rupee.n! 

(3)[(2)] The Authority, if it is satisfied after such enquiry and after 
obtaining such further inforination as it may consider necessary,­
(i) 	 that the applicant is eligible for registration; and 
(ii) 	 that if would be in the interest of the capital market so to do, may 

grant a certificate of registration of registration to such person ia 
Fef n-!. . 

21. 	 Maintenance of books or accounts etc.- (1) Every investment adviser shall 
maintain such books of accounts and other records as sha.ll [for such period 
of time as the Authority shall by rule or regulation require as appropriate 
to] depict a true and fair picture of its state of affairs. 

22. 	 Submission of annta report[s] to Authority.- Every investment adviser 
shall submit to the Authfrity an Mnnal repor.t, t.gether: ith a balane 
sheet and ifteefne aftd-extpendiiure accountf and the aeitr's report, withinl 

on .ths of the closeof i- yeF of [such reports in such formo-aeeeu,". 

and with such content as ihe Authority may prescribe.]
 

24. 	 Cancellation of registralho.- (I) Where the Authority is of the opinion 
that and investmtnt advi:+,,r has ccntravened any provision, or has 
otherwise failed to comply with any requirement, of the Ordinance or of 
any rule of direction made or given thereunder, the Authority may, if it 
considers necessary in the public interest so 'odo by order in writing,­
(a) 	 cancel the registration of the investment adviser; or 
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(b) remove the investment adviser from the office of investment adviser of
 
an investment company;
 
Provided that no such order shall be made except after giving the
 
investment adviser an op)(i tunity of being heard.
 

(2) An investment adviser removed from office under clause (b) of sub-rule
 
(1) shall not be entitled to or be paid any compensation or damages for
 
loss of termination of office.
 

(3) An investment adviser of an investment company who is removed from
 
office under clause (b) of sub-rule (1) shall not be appointed to such office
 
of that company until after thc expiration of a period of five years from the
 
date of such removal.
 

(4) Where the investment adviser of an investment company is removed
 
from that office under clause (b) or sub-rule (1) no director or officer of
 
the investment adviser shall hold the office of director of the investment
 
company or any other office connected with the conduct or management of
 
the affairs of the investment company, until after the expiration of a period
 
of five years from the date of such removal.
 

(5) Where the investment adviser is removed from office under clause (b)
 
of sub-rule (1) the Autio ly may, by order in writing, appoint a person,
 
hereinafter referred to as the Administrator, to manage the affairs of the
 
investment company subject to such terms and conditions as may be
 
specified in the order.
 

(6) The Administrator shall receive such remuneration from the investment
 
company as the Authority may determine.
 

(7) The management of affairs of the investment company shall, on and
 
from the date of appointinivit of the Administrator, vest in him.
 

(8) If at any time it appears to the Authority that the purpose of the order
 
appointing the Administrator has been fulfilled, it may permit the
 
investment company to appoint another person to the office of investment
 
adviser; and, on the appointment of such investment adviser, the
 
Administrator shall cease to hold office.
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#114 	 Recommendation: Amend the Ilnvestment Company and Investment Adviser's 
Rules, 1971 to include the remaining existing rules as well as portions stricken out 
of the rules proposed to be inscred in the Ordinance that the Authority desires to 
retain with the following recomilendatlions: 

a. The Authority should consider reviewing the language in 8(k) 
prohibiting an investment company from using a broker that is 
affiliated with its investment adviser. In many countries this 
relationship is regulated rather than prohibited. 

b. The Authority should consider whether contracts between an 
investment compauy and an investment adviser should be permitted 
to last for ten years i.provided in rule 10(2). Such contracts are 
usually restricted to much shorter periods. 

c. It is unusual for a government agency to stipulate compensation to 
be paid to one party, to a contract in the event of termination, as 
provided in rule 10(2A) 

d. It is unusual to require that only companies may register as 
investment adviser's as provided in rule 19(a). 

e. Rule 23 could he eliminated il'a general provision regarding 
enquiries is inclundCd in the Ordinance as recommended earlier. 

f. A provision should be added to the investment company and 
investment adviser regulations regarding renewal of registration 
annually to conform to proposed new 11(b), 12(b) and 14(b). 

Reason: All registered or licensed persons should be treated 
similarly with respect to annual renewals; if required. 

#115 	Recommendation: New Provisions relating to the registration of underwriters, 
balloters, depositories, credit rating agencies and any other 
entities registered by the Authority should contain a provision similar to section 4 
regarding stock exchange registration. 

Reason: To make it clear the Autlority may establish such requirements as it 
determines to be in the public interest for registration of such persons. 
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#116 	 Recommendation: Proposed section 32(a) regarding asset management companies 
should be expanded to include i .'hasic provisions of the proposed Asset 
Management Companies Rules.. .192 (not part of this review) in the Ordinance 
instead of in rules. 

Reason: All major categories of professional capital market participants should be 
included similarly in the Ordinance. 

#117 	 Recommendation: The Authority should issue a rule requiring the approval of 
independent shareholders for any company actions in which directors, officers or 
controlling shareholders have a voiuiilict of interest. 

Reason: Shareholders without a conflict of interest should be able to protect 
themselves from actions in which insiders have a conflict of interest. Appendix F 
has an example of a conflict of interest rule that could be issued by the Authority. 

#118 	 Recommendation: The Authority should issue a rule requiring that exchanges 
have a committee in which a majority of the members are not brokers or dealers 
to handle customer complaints amitl any other matters in which broker or dealer 
members may have a conflict (o*iilerest. 

Reason: To assure that such matters are handled objectively. 

#119 	 Recommendation: The Authority should issue a rule requiring that exchange 
members and other brokers and dtalers have liability insurance or a standby line 
of credit from a bank to protect customers, other brokers and dealers, and 
exchanges in the event the broker or dealer is unable to fulfill its contractual 
commitments. 

Reason: Included in the recommendation. 

#120 	 Recommendation: Automation of trading and settlement on Karachi Stock 
Exchange should be a high priority. 

Pri'e Waterhouse 
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SECURITIES AND EXCHANGE ORDINANCE, PAKISTAN 
REVIEW AND RECOMMENDATIONS 

Reason: Existing trading practices are not efficient, do not require members to 
expose their customers' orders to orders of other members and do not require 
execution of orders on a tie, irice priority basis. Thus investors are not assured 
best execution of their buy and seII orders. Moreover, brokerage firms say they 
are restrained from developing a retail marketing program because of exchange 
inefficiency. 

#121 	 Recommendation: All exchanges should be required to assure that their members 
are complying with all of the provisions of the Ordinances, and rules issued by the 
Authority as well as their own rules. Independent members on a compliance 
committee and an independent ('hiel" l xecutive could help correct this situation. 

Reason: Enforcement by the exchiges and the Authority appears to be minimal. 
Comments made by those interviewed support this conclusion. This needs to be 
corrected. 

#122 	 Recommendation: There should he no government involvement in price setting for 
offerings of securities to the public by private sector companies with an operating 
history. 

Reason: Such government decisioIn making interferes with market forces in setting 
prices. 

#123 	 Recommendation: Commercial paper, zero coupon and convertible bonds should 
be developed by the private sector. Removal of the stamp duty on the transfer of 
such securities would be an important step to facilitate such development. 

Reason: This would provid , capitli inarket alternatives to bank loans as a source 
of capital. 

#124 	 Recommendation: Any special treatment given to the National Investment Trust 
and tl, Investment Company of Pakistan should be phased out and they should 

be subjected to the same regulatory requirements as other similar investment 
institutions. 

ric', Waterhouse 
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SECURITIES AND EXCHANGE ORDINANCE, PAKISTAN 
REVIEW AND RECOMMENDATIONS 

Reason: Private sector investmei companies and asset management companies 
should not be at a competitive disadvantage as a result of government ru ,s, 
regulations and priorities. 

#125 	 Recommendation: Fees for underwriting services should not be controlled by the 
government. 

Reason: The existing maximum, limits the ability of underwriters to take some 
issues. It also acts as a standard which underwriters charge in some situations 
where they would be willing to Irovide services for less. 

#126 	 Recommendation: Regulatioms shoutld be issued to permit but control margin 
accounts, short selling and forward sales. 

Reason: To facilitate greater efficiency in the market. 

#127 	 Recommendation: A rule should het: issued prohibiting underwriters and persons 
affiliated with them from directly or indirectly purchasing securities for their own 
account in an oversubscribed ptiblic offering. At the same time such persons 
should be excluded from section 2.4 of the Companies Ordinance for shares 
purchased in an underwriting. 

Reason: These changes would assure that such shares are really offered to the 
public investors, but if underwriters are required to take up shares because an 
offering is not otherwise fully sLibscribed, they would be able to retain the benefit 
of any rise as well as suffer any loss resulting from a drop in the market price. 
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SECIRTILS AND LXtCII.-NGr O)IN,;CL. 1909
 

ORDINAINCE NO. XVII OF 1969
 

(28th June, 1969)
 

(As Amended upto 6tIh Februarn. L984)
 

AN 

ORDINANCE 

To provide for dic protection of inrestors, reyulation of markets cInd de-:!nigs in 
scelf'ills
 

\VtIEEAS it 1: expedient to provide for the protection o in'estors. ;eCulation 
ot markets and dealings in securities and for matters wneillary th.-reto 

AND WHERU':S the national interest of Pakistan in relation to the achi,.':ment 
of uniformity requires Central legislation in the matter: 

Now, THEREFORE, in pursuance of the Proclamation of the 25th day of 
March. 1969. read with the Provisional Constitution Order. and in exercise of all 
powers enabling him in that behalf. the President is pleased iomak,: and pro­
mulgate the following Ordinance :-

CHAPTER I
 

PRELIMINARY
 

I. Short title, extent and commencement.-( 1) This Ordinance may be. 
called the Securities and Exchange Ordinance, 1969. 

(2) 	It extends to the whole of Pakistan. 

(3)It shall come into force on such date as the Central Government may. 
by notification in the official Gazette, appoint. 

2. Definitions.-In this Ordinance, unless there iN anything repugnant in 
the subject or context,-­

(a) 	 " associate " means any partner, employee, officer or director ef a 
member : 

(b) 	 "bank" means a banking company as defincd in the Banking Com­
panies Ordinance, 1962 (L.lI of 1962) 

(c)"broker" means any person engaced in the business of effecting 
transactions in securities for the account of others 
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2 SECURITIES AND EXCIIANGE ORDINANCE, 1969 

d) 	"equity sccurity" means any stock or transferable share (preferred 
or common) or similar sccurity representing ownership ; any 
security convertible, with or without consideration, into such a 
security, or carrying any warrant or right to subscribe to or purchase 
such a security; any such warrant or right itself; and such other 
security as may bc prescribcd 

(dd) 	 " free reserves "" for tl,; purpose of an investment company, 
include any amount which, having bccn set aside out of the revenue 
or other surpluses is free in that it is not retained to meet any 
diminution in value of the assets, specific liability, contingency or 
commitment of that company known to exist at the date of the 
balance sheet ; 

(c) 	 " investment adviser" includes, person who is, for compensation, 
engaged in the business of advising others, either directly or through 
publications or writilngs, as to the value of securities or as to the 
advisability of investing in, purchasing or selling securities, but does 
not include,­

(i) 	 a bank; 

(ii) 	 any lawyer, accountant, engineer or teacher whose performance 
of such services is solely incidental to the practice of his pro­

1 	 "' fession ; 

(iii) 	 any broker, jobber, member or associate whose pcrforma:ncc 
of such services is solely incidental to the conduct of his 
business as a broker, jobber, meniber or associate and who 
receives no separate compensation therefor;. 

(iv) 	 the publisher of any newspaper, news magazine, or other publi­
cation of general and regular circulation ; or 

(v) 	 the Investment Corporation of Pakistan; 

I'.) investment Company" o means a company engaged priiicipally or 
wholly in buying and selling securities of other companies and 
includes a company, not being a holding company, the investment 
of which in the share capital of other companies at any one time is 

of an amount equivalent to eighty per cent of* the aggregate of its 
own paid up capital and free reserves, but does not. include a bank 
or an insurance company or a corporation which is a member of a 
Stock 	Exchange ; 

*Added by S&E (Amend) Ord., 1980.
 
**Substituted by S&E (Ainend) Ord., 1930.
 



SECURITIES AND IIANC7 	 IN16IA.Xt. t:1:1)1lANCE. 

(g) 	 " issuer" means any pc ho h1. istIed I prop(se1 I 1%-n i., ., 

security 

() 	 " jobber "mcai; III\. p., -Ingacd in IIw Iinc t, .s', , 
transactions ill sccL'iIics 1I'or his (wvi Hcconlil. Ihlot!,! a. hI o r ,' 
oherwise, bul does lin i'slht ll 1:1de',y who in c'c,i ;. :i , 
for his own account, cithwr ili(ivihially oi in inc lilduiarv c:i 
otlherwise than as a pawl tii. a iucltila" hu.isincs', • 

(i) 	 " ncinbcr " iucans a micnilhe ol' a Stoclk I-'lmiec, 

(ii) 	 "Officer"* for the purposc of Chapters 11. 1\\ and \, iI r-i:lion 
to an include a;ii,':'ier. acents. ,ccrelllv. :.'wi.issuIc, .llinaeln 


tant or auditor of the isuer ;
 

(j) 	 " person" includes a I lindu uitdivided faniil y. a firm, an ;I,.-' 
or body of individual , wl ic'lher ilIco!'poral-d (11mli. a con'l'is'v "Ind 
every other artificial juridical poison; 

(k) 	 "prescribed " mcans precrilcd by rules made funder this Ordal!iw:: : 

(l) 	 "security " includes­

(i) 	 any stock, transl'erablc share, scrip, Nodaraba CciiliI.: 
note, debenture, debcnture stok. parlicilation term c.:,'tfi­
cate*", bond, invcsfhnenl contract. and Jp.rc-organization c%:; ili,.. 
or subscription, an(1. ill gcnera!. any infcliest ,,r in r11-11iI, 

comnmonly known as a " sccuri!y " and, any ccii'li 1caet 
of deposit for. ccrtilica!c of intcrest 0r IraiIC­
cipation in, tcrnporary or inlcrini ccrtificatc for. reccint 
for, or any warrant or right to :;sc,'ih, to or p 1'.e. 
any of the foregoing but does not include c iirrencv or any iot,. 
draft, bill of exchange or banker's acccptancc or any roc 
which has a maturity at the tinc of issuanece of not mrl,, 
twelve months, exclusive of days of grace, or any renewal 
thereof whose maturity is likewise limited. 

(ii) 	 any Government security as le'ined in Ihe Secturimics Art. 
(X of 1920) ; and 

(Mii) any bonus entitlenieut voucher issuCd by the State l'mk of 
Pakistan in accordance with any scheme ani.'vmnced w the 
Central Government; 

(m) 	 " Stock Exc1ange" means any person who maintains or provides a 
market place or facilities for bringing toeeth,_'r htuvers and sellers v! 
securities or for otherwise performing wit. respect to securities the 

*rnserted by S&E (Amend) Ord., 1RgO. 
•*Tnserted by S&E (Amend) Ord., 1r)"?. 



4 SECURITIES AND EXCHANGE ORDINANCE, 1969 

functions commonly performed by a Stock Exchange, as that term 
is generally understood, and includes such market place and facili­
tics. 

Explanation* :-In clause (I) "Modaraba Certificate" has the same mcaning 
as in the Modaraba Companies and Modarabas (Floatation 
and Control) Ordinance, 1980 (XXXI of 1980). 

CHAPTER I 

REGISTRATION AND REGULATION OF STOCK EXCHANGES 

3. No Stock Exehnngp to operate without registration.-No Stock Exchance 
shall operate or carry on its functions, and no person shall use or utilize, for the 
purpose of any transaction or dealing in any security, the facilities or services of 
a Stock Exchange, unless such Stock Exchange is registered under this 
Ordinance. 

4. Eligibility for regisratlon.-(1) Any Sto chage which fulfil such 

conditions or complies with such requirements as may be prescribed to ensure 
fair dealings and to protect investors shall be eligible for registration under 
this Ordinance. 

(2) The conditions or requirements which may be prescribed. for the pur­
poses of sub-section (1) may, among other matters, relate to­

(a) 	qualifications for membership and admission, exclusion, suspension, 
expulsion and re-admission of members thereinto or therefrom; 

(b) 	 constitution and powers of the governing body and the powers and 
duties of the office bearers; 

(c) 	 representation of the Central Government on the governing body of 
a Stock Exchange or any of its Committees; 

tl, manner in which business should be transacted including restric­
tions on the business of the members; 

(c) 	Memorandum and Articles of Association, rules, regulations and 
by-laws of a *Stock Exchange; and 

(f) 	the. maintenance of accounts, including those of members, and their 
audit. 

5. Registration.-( 1) Any Sto k_l changq which is eligible for registra­
tion under section 4 may, in such form and manner as may be prescribed, apply 
to 	the Central Government for registration.
 

*Added by S&E (Amend) LOrd., 1982.
 



•!'k"CURrrI.S AND EXIIANC.1 ORDINANCE, 1969 
(2) The Central Governmenl, if' it is szttislicd, aftcr such inqitliry and afleroblaining such lurlhcr infornialiofl as il iiv coilsider necessnvv,­

(i) hat the Stock Exchange is eigible for registrntiom, and 
(ii) 1ha it would be in the interest of (he trade and also in Ilie public

interest to register the Stock Exchange 

may grant a certificale of registration to the Stock Exchange. 

(3) No application for regisiralion shall be refused except after giving theapplicant an opportunity of being heard . 

6. 	 Acconmts, amnual reports, rehtrns, etc.-(I) Ever%. Stock Exchangecand every direclor, oflicer and member thereof shall prepare ind maintain suchbooks of accounts and other documents in such manner as may be prescribed;and every such book of accounts or document shall be subject to inspection at allreasonable limes by any person authorised b, the Central Government in this 
belhalf. 

(2) Every Stock Exchange shall submit to the Central Government, in suchmanner and containing such particulars as may be prescribeLd, an annual reportand periodical returns relating to its affairs. 

(3) Without prejudice to the provisions of sub-section (1) and sub-section(2), every Stock Exchangjc and every director, oflicer"or m'ember thereof shallfurnish such documents, information or explanation relating to the affairs of theStock Exchange or, as the case may be, relating to the business on the StockExchan.ge of such director, officer or member as the Central Government may,at any time, by order in writing require. 

7. CanceUation of registration, etc.-( I) Where the Central Governmentis of opinion that a Stock Exthangc or any piernber, director or .oficer of aStock Exchange has contravened any provision, or has otherwise neglected orfailed to comply with any requirement, of this Ordinance, or of any rule, regula­tion or direction made or given thereunder, the Central Government may, if itconsiders it necessary for the protection of investors or to ensure fair dealings orfair administration of the Stock Exchange so to do, by order in writing­(a) suspend for such period as may be specified in the order the trans­
action of any business on the Stock Exchange; 

(b) cancel the registration of the Stock Exchange; 
(c) supersede the governing body or other authority of the Stock 

Exchange; 
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6" SECURITIES AND EXCHANGE ORDINANCE, 1969 

(d) 	 remove the dircctor, ollicer or member from his office in, or mem­
bcrship of, the Stock Exchange; 

Provided that no such order shall be made except after giving the governing 
body or other authority or, as the case may be, the director, officer or i.imober, 
an opportunity of being hcard. 

(2) An order made under clause (c) or clause (d) of sub-section (1) 
may also direct that the functions of the governing .body or other authority 
which has been superseded or of the director or officer Who has been rcmovwd 
shall be performed by such authority or person as may be specified therein. 

(3) An order under sub-section (1) shall have effect notwithstanding any 
thing contained in any other law for the time being in force or in any Menioran­
dum or Articles of Association ; 

Provided that no order made under clause (a) or clause (b) of sub-section 
(1) shall affect the validity of any contract lawfully entered into before the date 
of such order. 

8. Restriction on dealings in securi(ies.-(l) No person shall transact any 
business in securities on any Stock Exchange unless he is a member thereof. 

(2) No business shall be transacted on a Stock Exchange- in a security, 
other than a Government security or a bonus entitlement voucher, which is not 
listed on such Stock Exchange. 

(3) No person shall act as a dealer in n sccurity listed on a Stock Exchange 
outside such Stock Exchange.; 

Provided that the prohibition in this sub-section shall not apply to purchase, 
sale or transfer of any such securityby or from the Investment Corporation of 
Pakistan or the National Investment Trust. 

(4) No pSrson other than a member shall act as a broker or a jobber 
for any security not listed on a Stock Exchange; 

Provided that the prohibition in this sub-section shall not apply to discount­
ing of any security evidencing a loan. 

9. Listing of se.urifie-s.-(1) An issuer who intends to get any of his 
securities listed on a Stock Excha.ge shall submit an application therefor, in the 
prescribed form to the Stock Exchange and submit a copy of the application to 
the Central Government. 

http:Excha.ge


SLCURIII S AND EXIIANEI[. ORDINANCE, 1969 7
(2) Upoln icipt an1 ;apilicai ndler sub-seciii

Exclal1iwe (I), (he Stockmay. if it is SliSfied after making such inquirv N it iav culi.idernecessary thalt til applicant fullils tle colidiions prescibed in (his behalf,fhe sCuiily for dalillgS on the Stuck 
list 

clill--e. 

131 W hcic.a Stuck LI clian. iLiw cus i li.l .' i ulil. lh ' ( i'lg~g t;,'iicnt mi'ay, eithe.r oln li.lilivi ' iI,\ I ;I,pplicalilil itiii i the lrcscib.d tie1,:o r o) i s . n ilo tioli l d irec t I he! l ck I !.\ l 1ig, th ir s Iie.i ,ow t cibr .it '. 

(4) Vhere after tie lislin.g ol sectlritY. hc (l"nri.trllGovenilinte i'- Sli-ek.lxchanne liilds tha1t tlhe applicatit'n is de icient ill ally na teriil respe'Cl or talilt tile:isurci has failed to coniply xvilh any pscribcd coldiliill or requirellentihat lie contmined listieo of (lie securiy would not he 
.ind 

inl lhe public iliteres, lhli'Central (overminiet or, as (le case may hbe, (he Stuck Exchange may. by ord,either rcqluire the issuer to correct lhe de.licielcy or comply wilh [lie l)rescribcdcondition or r quiremnie n vitlil lie ti e spcili,.d in (lie orler oi- riloke lhl. 

(5) A listed security ma\ be delist-d on applicat ion hy [lie issuer to lhStock Exchanrge which may dcny (he application or gramnit il suchas co idit nnsappear niCcessary or apprlopriate r lie protcion of investors. 

(6) Where i Stock Exchange dltues (oIdelist a secuirit,. li Ctilr lGo vernmcnt iia y, ol petition by lie appliml made wilhiln tile presciibed ti'e,direct (lie Stock Exchange to delist (lie security. 

(7) 'The Central Govcrnn,..t or a Stock Exchange may. if it considers itto be in (lie interest of (aadc or il tie l)ublic ilIcrCst SU to do,. SUspend by olderrecording (lie reasons, tradinig in any listed security. 

Ali order under sub-seclion (7) shall remain 
R 

in force for i l)criuddays which tlc Cettral Government or, 
of 

as tlie casei imap be, the StockExchange may extend for furl er periods not exceedinig f1i. days at aniy

timle.
 

(9) No application submiuled Linider sub-seclion (I) shall be refused. alidina listing shall be revoked under sub-section (4), unless flie issuer has beeigiven an opportunity of being heard. 

10. Compulsory listing of securilis.-Where the Central Goverinmirit.having regard to tie nature or, and the dcli,s in, any security. is of the opinionthat it is ncccssary or expedient in wlhpublie interest so to dt, it may, after con­sultinig a Stock Excliamige mid giviig lie issuer or such senurily :an oppirtuililyof Ieing helard, direct tlie Stock, Ecliaiige to list tie seceurity. 

BFST AVAILARiIE COPY 



JtjWuID rrR " 6-!bXCiAN GE- ORDIANCE, :1969 

0UJu~L~- ­".REGULAIJUN 

shall furnishAn-: issuer of.alistedsccurit . submission of 	re.urns.-(l) 
,


" to.-. the; , Cent I Govcrnnicnt 
to the Stock Excha'ng to the 

. 
security

. ,. . ,,.... 
holders.;.and' sj l 

annual report of its affairs. and such statements. ad other r orts as may be 
an 	

. . 

Y
prescribed. . ,. . 1 .. ., * - . . -.V '.,' 
.----­

to the P~rovisions 	 of 'sub-seCtioa (1) an.ise of a 
(2) Without prejudice 

[tStock Exchang and 
shall furnish to the Central Goven ,listed security 	

-e 

or xp anatio n relating to 
such other documents,, information1the shareholders] 

;e,by.:order in 	 writing,
its affairs as the 	Central Government may, at any 

.. 	 '.'
require. 	
• l "-i­" : '::'" .
 

.. ... r .. .. . . - ,-. 

ers '.pled~equity s2CUri-
Submission ;I 51 tements. a[.. beneficial. ow12. 	

....- s,or... .has. been..... the bcncici 
.co .an issuer who,lies.-EveryIts- E directordl oror officer of 	 . l 

o aiiy class of its listed equit scur.ties d every person who is dircly 
owner 

per cent of any 	class of such 
or indirectly the 	beneficial owner of more than en 

to theeat suclseturns 	pertaining 
gUxi~jjcs shall submit to-the;Central.Govern or at suchform andat1such times 

beneficial. ownership of such securitiesin su 


intervals as may be prescribed.
 
or officer of an issuer of a 

.director13. 	 Prohibition of shortlMsdliig.-

and no erson' o is directly or indirectly the bcncficial 
listed equity sc~rity 	 orf such securiti.es ,shall.pr.aciise directly

not less tha'n"'ten per cent.owner-of 
-

indirectly short-selling such . securiti s. .. *. '.~-.. " 
. 

and principal* shareolders.-() Where 
14. Trading by. directors, o ieers 

er~oE a listed equity secit or any crson who 
any director or officer of an is 

f suchhntnprcneficialiowne ofntlsis directly'.or'indirectly the'b 
the purchase .and sale,'or t4,Ele~lend purchase, of 

ay gain bsecurities makes 
any such seuri.,. tin.a criod. of -lesstpan six months, such director or officer 

to 
a report-and tendertbeheam ountof such gain 

or beneficial owagr.shall make 

the issuer; "­
ply.. securit acquired

'.. . sub-section shallng in thisFrovided tha. 
faction of a debt previously contracted...

in good faith in's 

uch owner fails *or~nget to tender,mentiond in sub-sectiuu (1)
or beneficial __ ( director, officer(2). . Where gain as is s to recover, anyor the issuer.f 

six months after its accrual, or within.sxty days ofa demandwithin a pcri d 
such gain shall vest in the Cenitral Government which~ 

therefor, w chever is Wrtr 
r the same. as an arear.of land revenue. may reco 


J IInserted by SW (AIend)Ord.; 1980. 
4:;> ~Ee4.
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J5. Regulation Of p1roxie...-Nohwil limasladicl 
 aytI llu'! coltained IiI th,:('Conjanics Act, 1913 (VII of 1913), or MCmloraIdIuIAssociation or Article. olof Ill. iSsucr of ;t lisnvd .,:.L 'hI', 
enl 

the Cctural GwernieiltlregLlhate lihe solicitation iialof aniy proxy, copgcnt ()' auliorisaliot perlaininp t, Ih 
5,ecu o f u Iill nlr /as 'a bc . [plicebedrilics su ch is such a 

CHAPTER IV 

PROIIiONS AND RESTRICTIONS
 

lM. Credit, pledging*:: and lenlding 
 of customers' securilies.-Noassociate iciib.- (11.hall, iii contravention of any les made under Ihis Ordinmnce, directlv or imdireclly,'­

(a/extend or maintain credit, or arrange for the cxlcnsion or main­tenance of credit, to or for any personi for the purpose of purchas.i ing or carrying any security ; or
 

(ih) borrow on 
 any security or lend or arrange for tlie lendinu of an..sectirity carried for lie iCColut or i CuStOmer : or
 

i c I pledge *or iarra:ge 
fI m l e phc tgi, g *or any sec trily c arid lr Ih,. 
account of any custuoli,'r. 

17. l'rohibitio 1 of fraudulent acts, etc.-No person shall, for theoI i,.ducii,., dissuading, effecling. preventing 
tpurflose 

or intcrinigi t,t his 
any mnner inlhtlucing oradvailagc, thc Gale or purchase of any security, directly oi­iidi:ectly 

-


(;,).employ 
 any dovice. scheme or artifice, or Cegage in any act.practice or course of husiics, which operates or is inrendedcalculated orto uperale as a Fr.'id or deceit upon aiy person; or 
(b) make any stiggestioj oi slatement as a fact of (hat which he dc-.hnot believe to be Irte ; or 
(c) omit to stale or actively conecal a material'-.' fact havin kini­

ledge or belief of such fact ; or 
(d) inducc any p-'r!on by deceiving him to do or omit to do anythingwhich he would tiot do or omit if lie were not so deceived ; or
 

'Substituted 
 by S&E (Amend) Ord., 1980.
 
1Inserted by S&E (Am.nd) Ord., 
 1980. 

BEST .AAILAPI-1 COOY 
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.,.)(c)	do any act or practice or engage in a course of business, of onul 

to do any act whi:h operates or would operate as a fraud, deceit 

pr manipulation upon any person, in particular­

(i) 	 make any fictitious quotation 

(ii) 	 create a false and misleading appearance of active trading in 

any scrty; 

(iii) 	 effect any transaction in such sEc i whici involves no 

change in its beneficial ownership; 

(iv) 	 enter into an order or'orders for the purchase and sale of 

ecuri!y which will ultimately cancel out each other and will 

not result in any change in the beneficial ownership of such 

secu 	 ity 

(.v)	directly or indirectly effect a series of transactions in any 

security creating the appearance of active trading therein or 

of raising of price for the purpose of inducing its purchase by 

pric; 	for the purpo.o of inducing its
others or depressing its 
sale by others; 

oficcr of the issuer oi a listed cquity(vi) 	 being a director or an 
titnol less Lhan ten per cent of

stcu.r.ity or a beneficial owner 
such ecurity who is in possession of material facts omit to 

any such facts while buying or selling such security.disclose 

18. Prohibition of false statements, etc.-No person shall, in any document, 

paper, accounts, information or explanation which-he is, by or under this 

Ordinance, required to furnish, or in any application made under this Ordi­
or nance, make any statement or*give any information which he knows has 

incorrect in any material particular.i. asonable cause tp believe to be false or 
.erson 	 shall, except with the perniision19. 	 Maintenance of seLreey.-No 

personof the Central Government, communicate or otherwise disclose to any 

legally entitled thereto any information which has been entrusted to him or 
not 

course of 	the performancewhich he has obtained or to wich lie h ad access in the 


functions under this Ordinance.
of any 

20. 	 Prohibitory orders.-(l) Where the Central Government is of opinion 

or is about to be engaged id any act or practice which
that anyyer.on, is engaged 
constitutes or is calculated to constitute a contravention of the provisions oi this 

Ordinance or of any rules made thereunder, or tit any rson has neglected, or 

isnot likely, to do an act the omission or failure to do which constilutes such 

contravention, it may, by order in 	writing, direct such person to abstain from'i 

http:anyyer.on
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doing the act or committing the. practice which Constitutes or is calculated to 
constitute such coitraventiun, ur to do the act, the omission or failure to do 
which constitutes such conltravention. 

(2) Every person it)vhu and diiction under sub-section (1) is given 
shall comply therewith in %tuch mamer, it any, and withii such tinc, as may lic 
specified thcrein. 

CHAFTER V 

ENOUIRITES. PE'NALTIES, ORDERS AND APPEALS 

(.1 	 The Ile leral Governintont raay, on its own no tion or ti 
r,:ires,ntation of 11oL loss tihan one fifth in nuntb.or 
oE the members of the Stock 3_xchange or, in the ci:uv 

h,- busineis or niiy t -ans, action ment i.one'l in 
c1 ause (b) , on the representation of the 3L cIO lxchangle 
or .tiy person int'tret-,l in or arfectedl by Guch hmi.i­
ne',. or transaction, at any time by order in t<r.ting, 
cause an enquiry to be mhide by any person a,)pointod in 
this behalf into­
(a) 	 the affairs of, or dealings in, any Stock Exchange; 

0I' 
(b) the dealings, business or any transaction in 

securities by any byzqoker, member, director or 
9 $ o~ a Stock Exchange.

(2) 	 !here any enquiry under sub-section (I) has been under­
taken every past or present member, director, mana2.er 
or other officer of the Stock Bxchange to which the 
enquiry relates, and every other person who has hail any 
dealing in the course of his busine'-u'ith such Stock 
Cxchange or wiLh the director, manager or of fice'r 
thereof, shall furnish such information and documents 
in his custody or power or within his knowledge relating 
tn or having bearing on the subject-matter of the 
enquiry as the person conducting the enquiry may require. 

tion of the Stock Exchange or the issuer or of thc person to whom thc enquiry 
relates, and call for and inspect nnd seize books of accounts or documents in tli. 
possession of any such Stock Exchange, issuer or person!.. 

(4) The prson holding an enquiry under sub-section (1) shall, for the 
purpose of such enquiry have the same powers as arc vested in a court under thc 

*inserted by S&E (Amcnd) Ord., 1980. 

!,'4 trT'cu' 41 0',..AA". 4_EOP 
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Code of Civil Procedure, 1908 (Act V of 1908), when trying a suit, in.respect 
of the following matters, namely 

(a) 	 enforcing the attendence of a peron and examining hira on oath or 

afflirmation; 

(b) 	compelling the production of documents; 

(c) 	 issuing commissions for the examination of witnesses 

and any profceedings before such peson shall'be deemed to be "judicial pro­

cccding" within the meaning of sections 193 and 228 of the Pakistan Penal 

Code (Act XLV of 1860). 

22. 	 Penalty for certain refusal or failure.-(1) If any person­

(a) 	 refuses or fails to furnish any document, paper or information 

which he is required to furnish .by or under dhis Ordinance; or 

(b) 	 refuses or fails to comply.with any order or direction of the Central 

Government made or issued under this Ordinance; or 

(c) 	 contravenes or otherwise fails to comply with the provisions of this 

Ordinance; 

the Central Government may, if it is satisfied after giving the person an oppor­

tunity of being heard that the refusal, failure or contravention was wilful, by 

order direct that such erson shall pay to the Central Government by way of 

penalty sucli sum not exceeding thirty* thousand rupees as may be specified in 

the order and, in the case of a continuing default, a further sum calculated at 

the rate of one thousand rupees for every day after the issue of such order during 

which the refus.-, failure or 'contravention continues. 

(2) Any sum directed to be paid under sub-section (1) shall be recover­

able as an arrear of land revenue. 

(3) 	No prosecution for an offence against this Ordinance shall be instituted 

provision of this Ordinance or any 

in respect of the same facts on which a penalty has been imposed under this 

section. 

23. Civil liabilitles.-(1) Every 
r

contract 
ule made 

made 
thereu

in 
nder 

contravention of any 
shall be voidable as 

regards the rights of any party to the contract contravening such provision or any 
con­person not being a party to the contract who acquires any right under the 

of which it: making or perfor­tract with actual knowledge of the facts by reason 

mance was in such contravention and any person affected by such contract not 

*Substituted by S&E (Amend) Ord., 1980. 
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heimng himself a party to the contravention may %uc to rescind any suLcht contract 
to the'extent it has been consummated, or for damage when recision is not 
possible. 

(2) Any person who makes or causes to be made. in any application, 
report, or documnllt filed with the Central Government or a Stock Exclian_,­
pursuant to this Ordinance or any rule made thereunder, any statement which 
was false or misleading with respect to any material fact, at the timc and theill 
light of the circumstances under which it was made, shall be liable to -illy person 
who has purchased or sold a security in reliance on such statement for damag es 
caused by such reliance, without regard to the presede or absence of any con­
tractual relationship between the two, unless the_cpegrso who made or caused to 
be made the application, report or document proves that he acted in good faith 
and had no knowledge or reasonable ground to believe that the statement waVs 
false or misleading. 

(3) Any pr.s qj who participates in any act of transaction in contravention 
of section 17 shall be liable to any person who has purchased or sold a security 
in reliance on such act or transaction for damages caused by such reliance, witI­
out regard to the presence or absence of any contractual relationship between 
the two, unless the person so contravening proves that lie acted in good faith 
and had no knowledge or reasonable ground to believe that there was any fraud, 
untruth or omission. 

(4) Every lersofn who directly or indirectly exercises control over tie 
airairs of any person liable under this section shall also be to sameliable the 
extent as the person whose affairs are so controlled, unless lie proves that he 
acted in good faith and did not directly or indirectl induce the act or acts 
giving rise to the cause of action. 

(5) Liability under this section shall be joint and several, and every person 
wlo becomes liable may recover contribution as in cases of contract from any 
person who, if joined in the original suit, would have been liable to make the 
same payment, unless the plaintiff was, and thc defendant was not, guilty of 
fraudulent mis1representation. 

(6) Nt, suit for the enforcement of any right or rAnedy provided for in this 
section shall fic after the xpiry of three years from tile date of the accrual of the 
cause of action. 

(7) 'he rights and rcmedies provided by this Ordinance shall be in addi­
tion to any other rights and remedies available under any other law for the time 
being inforce. 

71 
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17 shall
24. Penaly.-(I) Whoever contravenes the provisions of section 

a term which may extend to thre years, or 
be punishable with imprisonnient fog 


with fine which may extend to thirty" thousand rupees, or with both.
 

(2) 	 Whcrc thc person guilty of an offence referred to in sub-section (1) 
or otlicr oflicer.. 

is a company or other body corporate, evcry director, manager 

of its affairs shall, unless he proves that the offcncc 
responsible for the conduct 

to pre­that the exercised all diligencewithout his knowledge orwas committed 
of the offence.vent its commission, be deemed to be guilty 

court shall take cognizance of any offence
25. 	 Cognizance of offence.-No 

a report in writing of the facts 
punishable under this Ordinance except on 

in this behalf by the Centralby an officer authorisedconstituting the offence 
that of a court of Session shall tty any

no court inferior toGovernment ; and 

such offence. 

26. Revision and review.-(l) Any order passed or made undet this 

to the Central Government or
officr authority subordinateOrdinance by an or 

a under 
powers of the Central Governnment in pursuance of direction 

exercising 
28 shall be subject to revision by the Central Government 	upon applica­

section 
peson within ninety days from the date of 

tion being made by any aggrieved 
shall be final. 

such order; and the Central Governments order in revision 

upon an application being made to it 
(2) The Central Government may, 

a period of six months from the date of any order passed by it othcrwise 
within 

(I) or on its own motion, review such order 
than in revision under sub-section 


and the Central Government's order in review shall be final.
 

CHAPTER VI 

MISCELLANEOUS 

for the purpnscCentral Government may,
27. Advisory Commillee.-The 

of obtaining advice and assistance in carrying out the purposes of this Ordinance, 

ersons representing interests 
constitute an Advisory Committee consisting of such 

Vy this Ordinance or having special knowledge of the subject-matter thereof 
affected 
as it may think fit. 

by notificationCentral Government may,
Delegation of power.WThe28. 

any of its powers and functions under 
in the official Gazette, direct that all or 

this Ordinance may, subject to such limitations restrictions or conditions, if any, 

as it may from time to time impose, be exercised or performed also by any officer 

to it or specially appointed for the purpose.
authority subordinateor 

'Substituted by S&E (Amend) Ord.. 1980. 

17;
 



() 	 ',,here the P,-!f, tr nIl 'Tvo mie nt has, u)d r :3ub-sec t ion ( LI 
directed that nuy of i. ts powers an func .,Lius sha].I be 
e.'ercised or p,:rfo m,.d alslo by any slpOcifi(!d authority, 
such authority i',ay, hy notification in the official 
Gazette, dirOCt Lhat anty of the poid andjoters 
eunctions i-ay, subject 1:o such limj trLinlis, retriction 
or conditions, if any, as it m sy from time to time 
impose, be exercised] or performed by any offi cer of the 
authority specifie'1 by it. 
............... . ,,,usm-ct ur atillutuv stlboi dilatC tL ii or
 

specially appointed for IN: purpose of Ihis Ordinance fur anything which is in
 
torl faith done ot inl:ulId it % dolrc undel this Ordinance ill ai r ile"Or
 
orlets Iade Ihernclder.
 

31. Smtir'tics c(ItirLit in gol faitil.--(I) A pe, son \%ll,. will.ttul flauid
 
a;lldtii law\lirl cerrsidelalitir. he )%rlIh)C%t I posscSu"M i mt a Ct ilicallc orf all cquil\'
 
security., scrip. deblirstur. tlcbiiirc slock mr bond. an d who is wvitlhi rrice
 
lht tIhetitle of the pernri Iroan wiinrl derived iis o\n title was dt ecliv:
 

shall hold such Ccl'Ilicall. niglts thl.eto from th.tctald 	:i1l attached lice illY- f)1t 

title of prior part1ies atl lice 'otuvrdeel'nccs amoilabl.: to priol parlivs :r1nrrong
 
Ihc tiselvyes.
 

(2) A Stuck .shlnarc ma;r\ irgulaLc the doctiowcntatiol, ploCdirn", :11nd 
1oarlatccs required it) transfer proprty illsCcurities amid tihe effects theeul ,n 

ih respective riehln.s :rid liahilile' of tile parties aild Such regul:altins. ifapproicd
 
hy the Ceitral Guvernmint, srhall t'ilislittltc' birdii- and cnforceable t:rrms :mrd
 
cuiditioris of CoilrEii.t Cl1'Ce(I oo tile exchange, ilern r arid
shall the iht 

lp;,rtis . thc withliabilitics of th. tle,' and shall u (lcrrihl.ts and liabilitics 

respect to transfer; of shar.s o its buoks of the issuer of listed scet iics rot­
%itlistunding am I)i') isio.s t) !, contrary contaiicd in the Contract Act. I,87'.
 
IIX 	ti 1872). fhe Negotiabhc Instruments Act. 1881 (XXVI of ISSI), tIhe 
Tra,sfer (if Properr:,' AcIt 98"' V tif 1882) or tlie C'ompa ics Act. 1913. tr
 

i olither law tor I lietic beiii in force.
 

32. Regultnliom of busitiess of inveshnnew advisers and invesimenI com­
paoics.-The business of ivestimmct advisers and investment conpmnrics shall be
 
regulated in such mamner as may be prescribed.
 

33. Power I, make rules.-( I ) The Central Goerntnent nmay, b% milica­

tioin in the ullicial Gazette. make rules fur carrying out the purposes of this
 
Ordinancc.
 

(2) h| particular and wilhout prejudice to thc gcneralily of tihc foregoing 

power. such rules may provide for­

(a) 	 ay of the matters which arc to be or may be prescribed for the pur­
pIo s.,ofclase (I) If ,eltin 2 ald ,,ctirs., . .(,, ') I I. 12, I5. 
16 aud 32; and 

pr ~ AXA;l ABLE CoPY 

-'3,
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(b) any of the matters with respect to which a Stock Exchange may 
make regulation~s. 

34. Power to make regulalions.-(I) A Stock Exchange may, subject to 
the previous approval of the Central Government, make regulations not incon­
sistent with the rules to carry out the purposes of this Ordinance. 

(2) In particular and without prejudice to the generality of the forcg.oing 
power, such regulations may provide for all or any of the following ni'iitcrs, 
namely :­

(i) 	 constitution, powers and functions of the govcrning body of the 
Stock Exchange; 

(ii) 	 qualification for membership of the Stock Exchange,; admission, 
suspension and expulsion of members ; disciplinary matters, includ­
ing punishment of the members; 

(iii) 	 classification of members into categories with regard to­

(a) 	whether they are or are not active in dealings on the Stock 
Exchange,
 

(b)whether they have or have not a place of bus*css in the city 
where the Stock Exchange is located, and 

(c)whether a substantial part of their business is in listed or un­
listed securities ; 

(iv) 	 a n.'mber's financial responsibility whether by way of mininun 
capital or a ratio between net capital or aggregate indebtedness, oi 
both ; 

(v)regulation of dealing by members for their own account; method 
of soliciting -usiness by -members- manner of maintaining books 
of accounts and financial reports by members; 

(vi) 	 methods of selection of officers and committees to ensure a fair 
representation of the membership; 

(vii) 	 qualifications and functions of the directors, officers and other func­
tionaries of the tockExchkang; disciplinary matters, including 
punishment of the directors, officers and functionaries; 

(viii) 	 listing and delisting of securities; 

(ix) 	 the procedure for registration of an issuer and particulars In be 
furnished for the purpose; 
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(x) regulation 	

1960 17of days and hours 'of trading in securities • susp~iisioi o1 
trading ;

(xi) types of contracts and scitellclets ill (he Stock Exchange a&LIlatioi 	 regu..of contracts geoerally, including the consequencesor 	 of defaultilsOlvency ; confirmation of contracts;
(xii) regulation of forward trading, 'badlas ' and carry-over illfaciliiesrelation to transactions. and securities;

(xiii) 	 manner oi making and publishing quotations, fixing ofand differentials and publication 	
tijdc units 

of transactionls both individually
by volume 

and 

(i V) Setting up of a clearing house in relation to transactiOl1 s if securitiesxV) regulation of fictitious and numbered accounts ; blank Iraiisfers,short sales, options, odd lots and margins, in relation to transactions
and securities ; 

(xvi) lending 	and pledging* of custolmlers' securities
(Xvii) regulation of brokerageminilmuml Commission ; alld other charges. includimh l~ 	 lixatioll of, ict i~ aia o 

(xviii) scparationl of the functions of broker and jobber(xix) procedure for the settlcieenIt of claims or- disputes, including arbitra­
tion ; and 

(xx) any other matter for which a regulation is required to be or may
be made. 

(3) All regulatiojs minade under this Section shall be published in 'heollicial Gazette and shall take elect upon stich publication.
(4) Where the Central Government considers it expedient so to do, it nay, 

by order in writing, direct a Stock Exchange to make any regulation,
or 	 or to aiuilndrescid any regulation already nade, within such period as it may srlcif': 	 injthis behalf. 

(5) If a Stock Exchange fails or neglects tounder sub-section* (4) 	 co)nlply with anywithin the specified period, directij.

Jiake or amend, with thc Cezural Govcrnmicn!
or 	 maywithout modifications,ted to 	 or rescind,be made, amended 	 any regulation direc­or rescinded ; 	andrescinded by the Central 	

a regulation so made, amcnded orGovernment shallamended or rescinded by 
be deemed to have been made.the Stock Exchange in accordanceof 	 with the provisionsthis section and shall have effect accordingly.
 

"Substiluled by S&E (Amend) Ord., 
 1980. 

Th
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35. Savings.-(.) A Stock Exchange which, immcdiately bcfore the

commencemcnt of this Ordinancc, was functioning shall be deemed to have been 
iegistered under this Ordinance. 

(2) Any security which, immediately before the commencement of thisOrdinance, stood listed on. any Stock Exchange shall be.deemed to have been 
listed under this Ordinance. 

(3) Any rule, regulation, bye-law or order made or issued by a Stock
Exchan&e which, immediately before, the. commencement of this Ordinance,"was
in force, shall, in so far as it is not inconsistent with the provisions of this Ordi­
nance, continue in force as if made or issued under this Ordinance. 

A. M. YAHYA KHAN, H. PK., J.J., 
GENERAL,

President and Chiel Martial Law Administration. 

GHULAM ISHAQ KHAN,H.Q.A., S. PK., CSP, 
Secretary. 
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TIlE SECURITIES AND EXCHANGE RULES. 1971 

'ublishwd in ie GaI eic of Paki.sla, b'xlraordiiary,dlatd It)ih March. 1971. 

..(As Amiended uplo 61h Felbruary. 1984) 
. I. (). 92 (I)/ 7 1.--n cxe'cisc of lie powers cOiifL'rred h\ ,cclion 33 ill 

tlle Sctui'ilics and lhngc Ordinlance, 1969 (XVII of 19(19), read wilh lik. 
Ministry of Finaiince Notification No. S.R.O. 261 (1)170, daled tIhe 26th October. 
1970. the Securities aid Exchange Authorily of Pakistan is plaeicd to make thei 
following rules, namely:-

I. Shorl lille and colninelicenmeni-(I ) Thege rules may hi, called ilh, 
Securities and Exchange Rules, 1971. 

(2) '*rhey shall come into force al once. 

2. I)elhlitions.-in thesc rulcs, unless the context ollierwisc require,.­

(a) 	 " Authority" means the ICorporale Law Authorityl. 
(h) 	 " Charicred Accoinant " means a pcrson who i4 n 	clurlter 

Accountant within the nianin of Ihe Chartered Accointail Oldi­
nancc. 1961 (X of 1961); 

(c) 	 "Forn " means a fori set out 	 in the First Schedule: 

(d) 	 " net capital", in relation a memberto of stock exchan, mnlans 
an amount by which the current assets, namely, cash in hand or in 
hank, money receivable within a period of twelve months from tie 
date of the balance shce and such other assets. not being value of 
the membership card of the stock exchange. a, are so classified 
under generally accepted accounting principles, exceed the curiciii 
libilities, namely, money payable within a period of twelve ionlhs 
from the date of the Balance Shcet and such other liabilities as are 
so classified under generally accepted accounting principles: 

() 	 " officer " hi relation to an issuer includes managing agents, manager. 
secretary or accountant of the issuer and any other person who by
virtue of his office may be in possession of any material informatiol 
with 	regard to the affairs of the issuer : 

(M 	 " Ordinance " neans the Securities and Fxichmnng, Ordina.lic 1960 
(XVIT of 1969): 

(g) "section " means section of the Ordinance.
 
f Substituted by Notification No. S.R.O. 669(1)/82, dated 10-7-1982.
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3. Qualifications for stoq exchange nembership, ctc.-"Tlf 
to ii., 1 1 1 L~I ~stoc 	 "xhagzrhpt fui, ...... :- idms cni.t 

(a) 	 No person shall hc cligible to hc a membcr of n stock exchange if­

(i) 	 he is less than twenty-one years of age; 

(ii) 	 he is not n citizen of Pakistan; 

(iii) 	 he is a lunatic or a person of unsound mind; 

(iv) 	 hc has been convicted of an offence involving fraud or breach 
of trust;
 

(v) lie has been adjudicated as insolvent or has suspended pay­
ment or has compounded with his creditors; 

(vi) 	 he has not had exprience in the business of securities for a 
period of not less than two years: 

Provided that the regulations of a stock exchange may authorise 
the governing body thereof to waive compliance with the foregoing 
condition relating to experience in the business of securities if such 
person is, in respect of means, integrity and background, considered 
by the governing body to be otherwise qualified for membership; 

(b) 	 A member shall at all times maintain a net capital balance in thc 
capital account of an amount which is­

(N ,:!(i) in the case of a stock exchange which in the previous calendar 

I . year, had on the cash counter a turnover.of securities, other 
x 4 .'than bonus vouchers, exceeding -one, crorc,JO in number-not less 

than-)thousand rupees; and 

(ii) 	 in any other case-not less than e thousand rupees: 

y A" .Provided that a member who is also the member of any oiller 
S0.(Lo (.7"-./'O stock exchange shall maintain a net capital balance of not less than 

' -/F fifty thousand rupees: 

Provided further that, in the case of firm, the amount of 
the net capital balance to bc maintained shall be the amount 
obtained by multiplying fifteen thousand rupees or fifty thousund 
rupees, as the case may be, by the numb-r of such partners of the 
firm as are members of the stock exchange; 

Sko't Le.V _L:~~ j1 	 a- I 
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it) A nleniher shall cease hi he 1 ieni.ber il''taiy tille.­

(i) he cCea;c;hi ca cli7eCii ' Paki.tal" 

" INovidd 1i.th, illIhe C;sc (11"a slock e\,icalngc funlioning
imiln diate lhf. oic thl CoIIllCIC¢eclllil ofIteh1,t.1'e s, Ili

ImIImhlet)"hil) ot" .! IIlt,:lI' Ih .ereuuf im li a ili,.'n ouf
Il;lkista,l .hial iCluuhl , ,,i,,l cdtlco l h 'lll 11hilll;tilts

s.'halll ldl:hl ,.i 51',. l Cd un ilit hcC c;ht ixe.u Il 
Pakist;;i: oi 

(ii) lie is A I a il li.. I a psl uuII ofiii I ,,,,,u dll iiu 

(iii) lit; is .

t tls[; oI
 

(iV) Ile 111 Khslt1 Ljj1iC;lIt.l as ilu~olveilt 

ofgvi:eaiu olcnc ilivouviiig tialdi ll llle;Ict, i 

or. Il, "l"lied~ Jim 
Illeill orI* s Cou l'ilii Ik.d Wilt Iliscleclhif l,
 

,dl) T[he meieahifi t i uIellillx- r memn,,bevs 
 Mho ;lie pahboes illalil'll
;nd \ll, wiC ill: t;Il 1il 
css shall bicoitic 5LiSl)cndcd at;.So00 
:asthe 0 ,'api"!'.l.I;a.ice Ii;ts s o It oIf Ite altoijil specilied ill
clause (hi and hlill iehti so %miunded milil Ihe let capital
balanlce is ille'ai ,It;I, lwith) fall short (f Ihat alolitl : 

(c Every member,shial rcplorl Io Ihl: Sluck exchange weekly that lie oithe firn til'which h1!1had.h p-i' al all tillics diniig the weekto which Ilh, repolt rehit's. 1 let capital Ilahacc of anllaMULot1 
11(1l less 1i1,1111h1t speciticd ill clause (h) and shall forthwith illforill 
(h stock excl.an-, it'.a.tanv lile, such balance falls short uif 
that amount. 

,I.Mlzliner of lrilmlsui if mijuigll-er's Ii'usiiess.- (I) All orders i)buy orsell securities which a member may receive shall be ctered, in tile chroologicailorder, in a register to be maint:ined by him in a form which shows thewidl ad(drCss of the person who placed the order, tile name and 
iame 

lmber of thesecurities to be bought or sold, the nature of the transaction and the imiutatio.if any, as to the price of Ih.sceurities or ilie period for which Ile order is to be 
valid. 

(2 (a) A member who has all "at best " order from a customer to buya security shall not, while such order rcmains unexeculed, buy the same sccurityon tilcstock exchange for his own account or for tileaccULuIlt of the fint of whichlie is a parner or for the account of any of the partners thercin or for any accomt
ill which lie.suchlirmIl.r partner, dirl:tly or indirectly, ha; ai interest. 

[rTT .. . AD r 
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(b) A member who has an " at best" order from a customer to scll a 

security shall not, while such order remains unexecuted, sell the same security 

on the stock cxchunge for his own account or for the account of the firm of 

which he is a partner or for the account of any of the partners therein or for any 

account in which he, such firm or partner, directly or indirectly, has an interest. 

(c) A member who has a limit order from a customer to buy a security 

shall not while such order remains unexecuted, buy the same security at or 

below the limit price on the stock exchange for his own account or 

for the account of the firm of which he is a partner or for the account of any 
or 	partner,of the partners therein or for any account in which he, such firm 

directly or indirectly, has an interest. , 

(d) A member who has a limit order from a customer to sell a security 

shall not, while such order remains unexecuted, sell the same security at or 

above the limit price on the stock exchange for his own account or for the 

account of the firmu of which he is a partner or for the account of any of the 

in which 	he, such firm or partner, directlypartners therein or for any account 
or 	 indirectly, has an interest. 

(3) A member who has an order to buy or to sell a security shall not lilL 

such order by selling or buying for his own account or for the account of the 

firm of which he is a partner or for the account of any of the partners therein 

or for any account in which he, such firm or partner, directly or indirectly, has 

an 	 interest, except when­

(a) the order is limit order; or 

(b) 	 (i) he sells the security at a price not exceeding tile price at wheih 

the transaction immediately preceding the receipt of the order 

by him actually took place; or 

(ii) he buys the security at a price which is not less than the price 

at which the transaction immediately preceding the receipt of 

the order by him actually took place. 

(4) A member executing an order of a customer shall, within twenty-four 
to the customer a confirmatiouhours of 	 the execution of the order, transmit 

which shall include the following information, namely:­

(a) date 	on which the order is executed; 

(b) name and number of the securities; 

or 	 forward and also whetherc) 	 nature of transaction (spot. ready 


bought or sold);
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(d) price ; 

cullI III,ihill'if ll. h l s 

I lroihe iatke 
5. Mfilleli l i uej"l .m 1d i nli..(I) I'\'e..iIn,.iil)ci shall11cevel*.V year Ibai1l,,t and a .	

i ,p.. 
slle llenl I1 ,l|cullc and expinliltil. ' (2) 	A lnli)cr shall l.,Ili,, 
 [IViunl
clae'ed 	 [y ;illmliIaLdiLO;ICCULIIIIlt 	 ,'hu IN;1tu pIpo)Uinted by the ,\uh,.'il% i ilevel Such audit i,requiri.d by Ole Auhlioriiy illIhe public inicres. 

(3) rh.. a itlofr s all Itigis, hi, i',.is)lltIht ,h. /\jIIh i'iiy %%lllill Ntl. lilni
aI, Ihe Aulhllily nay specil'y. 

(I. lormii If ,li)jliltli fear regim i h ii.. . ;illJ)lic:ilion ,,rthe regisi IaiionII ishock ..
\chan 
 under selii 5 .lill h1:made Iothe Atillioiv illFUrm I.7. NInilelic,~e of Itook. (if :clic'imll :and1 oIllier dlocimegl. Iv slock eN­cII.'ill:,.-c(I) 
 Every stock .,chiaig,: shall prepaic andsul)-seclill II ) (f ,ectiu, 	 laintain. as aeqgu'iied )'0. stch h olo,uf ;ecuc tII ;ind .tll,.
h docuiiie its:Iccurate'Il)' disclose 	 ;,;%millU IIuC authI Nil I)icIIr' (if le
h tlle of allairs of Ille .\Cliallgeally point of time. 
(2) * 'boos of acco"i,l aind onlier dctiimnIs i erred to hilsub-i tile (I%hall include . 

(a) juurnals (or olier comparalil recoi). cash hook id lily tiherCcirds iii original hIIII'v
forlilli s,iN f llllic,cte illh,aly
lvdgee 

lh) ledgers (or oilier Collparable record) reflectiig assel. ]iabililv,
rserve, capital. income anid expcinsc ;
 

Ic) ledgers (or ofier comparable record) showill hei posidon, ill respect(if each memiber as tin (he setthenjlln (Jay of (he secu rilics wvhiici Ihemember had botiglh or sold since Ilie last preceding scellnicni dayand Which had bccn traiislrred Ihrough a Clea,-ing louse mail­
iled by Ihc -lock cxchnngc; 

(d) daily record of quolalimins and Irm sclions on (li slock exchangeshowing le limte at which each lisaeltimi look place 
() rccord of Iransacti(mis with banks 
1f) .ccord of seciirity dcposils 

(g) register of nhcmbcrs; 

PF'.ST ,'VLA_ F '-r'
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(h) 	 register of authorised clerks'; and 

(i) 	 minute books of the meetings of­

(i) 	 members ; 

(ii) 	 governing body; 

(iii) 	 any committee of the general body of members or of the 

governing body. 

(3) The books of accounts and documents referred to in sub-rule (1) shall 

a less than five years.bc preserved for period of not 

by 	 nmembers.-(l) Every member 
,. Mnintcnance of books ol account, etc. 

and maintain, as required by sub-section (1) of section 6, the 
shall 	 prepare 

a manner that will discloseand other documents infollowing books of account 

a true, accurate and up-to-date position of his business, namely :­

and .v other
(a) 	 journal (or other comparable record), cash book 

books of original entry forming the basis of entries into any ledger, 
daily 	 recud

the books of original entry being such as contain a 

of atll orders for purchase or sale of securities, all purchases and 

of securities and all
sales of securities, all receipts and deliveries 

other debits and credits; 

ledgers (or othcr comparable records) reflecting asset, liability,(b) 
capital, income and expense accounts;reserve, 


ledgers '(or other comparable records) reflecting securities in trans­
(c) 

and securities loaned and securities boughtfer, securities borrowed 

or sold of which the delivery is delayed;
 

(d) 	 record of all balance of all ledger accounts in the form .of trial 

balances to be prepared at least once at the end of the six months 

of every year of account; 

(e) 	 record of transactions with the banks, 

a 

exchange counterfoils or 
(f) contract books showing details of all contracts entered into by 

memb-r with other members of the or 


duplicates of memos of confirmation issued to.such other members ;
 

(,, 	 duplicates or counterfoils of memos of confirmation issued to custo­

mers. 

I) The books of ucouuts and other documents referred to in sub-rule (1) 

sh'll be preserved for a period of nt less than five years. 
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9. Submission of perim.ical relur"wS hy 'oCk exchnne.--Thc pc,,rc:I7.1l
returll relating to the alfairs of a stock exchanlge', reqitlied I, se.d) .clion( . 
of section 6, shall be submitted to the Authority monthly in Form [ withil 
fifteen days of tIle close of the n11 io which it relates. 

10. Submission of annuil report by stock exchange.-(I) The nnual repotI
relatin to tie affairs of a stock cxchagc., as required by sub-section (?,f
,ectinn 6, shall be submitted to tlic Aulhorily not 

1 ."less thain fot cenI day.,, 't,'
Ihe meeting of the shareholders of tie stock exchange before which il. to I,, 
laid.
 

(2) Every such report shall be accompanied by a copy of ihe balance lihct 
ad profit and loss account of such year audited by an audi!or v Io k: a char;,:red 
accountant. 

1I . I Lisliig of security on stock exchali.e. etc.-An appicalfioi ''nder col­
scClion (1) of section 9 for listing (if 'fse, ilv oiln a stoc. I,:11 1,""'clh,, 1. 
made in Form III; andl 

I ll -A. Limiiltion for lietilimps in Yrlder:l Guvermetd fil.n. !;'cf.---
A pefition to the Federal Government tinder s.,b-sect in (3) or .h- '.1
 
section 9 shall be made within thirty dayl; 
o.r :lh ,, .Ilk c¢cl't-,, i J . to li-t 
or, as the case may be, delist the weclil'ity.I 

12. Submission of annual report bv issiiers.i.(l) The annlIl rV'-'
 
quired by section 11 to be furnished by an issu ,
of a listed secnriiy shll i ,, .l .,. 
a balance sheet, profit ani loss account. changes of fi1a1c;al posiio"i 'V"!...
 
ment or sources and application of fundy tatement 
 and pat.: i of sh:.iv ioldi,,,
 
siatement.]
 

(2) The balance sheet and ofit and loss account inCludCd i tile allaLKl!
 
report shall, except in the case 
 an issuer which i,; required to pr', ar a laloz'ce 
shect and profit and loss ac Aint in a form preccribed by tl..;, Ct,,.
panics Ordinance, 1962 ( I of 1962), or the Insurance Ac!. 38 (IV of I 3. 
be prepared in accorda e with the requirements laid do n in the Second 
Schcdh,le*. 

2[2. (A) The pattern of shareholding sltteinewt i cluded i'l to anmal 
report shall beit Fornm 'A '.] 

(3) T c balance sheet and profit and los- accou t shall b0 R?!tcd by an 
aur.itor o is a chartercd accountant mnd the erpet of the auditor shall be 
inForm "B " annexed to the Second Schedc. 

'I I Substiluged by Notification No. S.R.O. 127.I(W0 ('1:,1 20.12.19"'o.
211 Addcd by Nolificatimo No. S.R.O. 669 0tl'82.dtcd 
10-7-198 . 
"Wordsappearing ticreafter delete! by Notification No. S.R.O. 669(1.'82. d:mlcd 10-7-1982. 

;: , [PV-T~~~~flF:.( ly 
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(4) Every issuer shall furnish the annual report, toget with the balance 

sheet and thc prolit an loss account referred to in sub-ryc (1), to the [security
holders] at least fourteen days before the general mceli A of the shareholders of 
the issuer at which tie report is to be laid before the and shall simultaneously
furnish a copy of such report to the stork exchang echanges o, which its 
securities are listed and to the Authority. 

(5) Notwithstanding any thing contained sub-rule (4), the first annual 
report to be furnished by an issuer shall be in r pect of the year of account of the 
issuer ending after the commencement of the rules. 

(6) An issuer shall, within three mo ths of the general meeting referred 
to in sub-rule (4), submit to the Author y a list of the members of the issuer 
stating the facts as they stood on the da of that gereral meeting. 

(7) The list required to be subi itted under sub-rule (6) shall be the list 
required by section 32 of the Corn *nics Act, 1913 (VII of 1913), to be sub­
mitted to the registrar. 

13. Submission of periodic report by issuer, -Every issuer shall, within 
[two monthsj of the close of ic first half-year of its year of account, prepare 

and transmit by registered p t to the stock exchange or exchanges on which 
its securities are listcd and the Authority and under postal certificate to its 
security-holdcrs a r"ofit an loss account for, and a balance sheet as at the 
end of, that half-year, wh her audited or otherwise. 

14. Submission of r by beneficial owners of listed cquity securiy.­

(1) Omitted.* 

(2)0* Every pe n who, being the beneficial owner of any class of the listed 
equity securities of issuer, becomes a director or officer of the issuer or 
who becomes the encficial owner, directly or indirectly, of more than ten 

per cent of any ci ss of such securities shall file with the Authority a return 
in Form IV withi fifteen days of hi. becoming such director. officer or bene­
ficial owner. 

(3)** Eve y director or officer of an issuer who is the beneficial owner 
of any class of its equity securities which come to be listed on a stock exchange, 

[] Word )ubstiluted by Notificalion No. S.R.O. 859(1)/83, dated 29-8-1983.
 
*Omitted oy Nolification No. S.R.O. 669(1)/82, dated 10-7-1982.
 

**Added by Notification No. S.R.O. 1238(I)/72, dated 19-12-1972.
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and evcry person who becomes lehbenelici;,I o'ncr. directly or iudir tly. of 
morc than tIl per cent o" any class (vf suchl ,ceirihics \\'hich cellC be solisted, shall cilewith the Authority a IcLuin in Fni11 IV\%thin t tc,1 a ' 
of the securities coming to he so lisied. 

(4) Whenever a change in Ihe heuieficial ownership tal, s place in a 
%Lceurity in respect of which a rcturn has been filed unrder % l-rille (2). tile 
particulars of such changc .;hall be filed with the Authoril in Form IV-A 
within fifteen clays of such change. 

1(5) -very person requircd io file 1h IClt uinui11do SLIIl-u'lli (2) or sub..
tule (3) shall also be required to file a return as and / he Authority by
ordr il\ writing so requires. within ,uch lime. as may e specilied therein.1 

S15. Calkulaliii.i of 11mUltlli(Il If idered4 i ' I l l issu.er lo'.vv',r:,iin henelici, I 
olvners, ec.-( I) For calculating the amount i led by scel ii 14 to' be re­
ported and tendered to all issuer, tile p-.lrson 1 whom the atnnunt is to be soreporled and lendered it) in issuer. Ihe p'-'rsi by whomln Illc :llotilnt is to be 
%o reporled and tendered may deducl froim ic almoulInt (1 l:' referred iii-:m, to 

dIa, section tile alnotunt of brokerage. slain dut 
 and other e oiicndilure acualh
 
paid Or incurred in making that gain.
 

(2) Any deduction made under nth-rlc (I ) shall h' supported by
documentary evidcncc acceptable I the isuer as proof ot1thc brokerage.
stamp duly and other expenditure I aying he.n actually paid o;" incurzed. 

(3) Any 1w;. arising ut of my Iransaclioni in any Securily shall not. for
the purposes of sub-rule (I). b deemed to be expenditure paid or incurred 
in making gain out of a trans, tin in that recurity. 

i6. Mode of filhg or bmission of returns, ele.-Any person required
by the Ordinance or any of these rules to furnish any docuimenis. statecent. 
return or report to the Authority shall furnish it, either in person or through an 
agent, to the Authority at its headquarters at Islamahad or send it i, tile Autho­
rity by registered post. 

*Words "Sub-rule (I)or" appearing thereafter omilted by Notification No. S.R.O. 669 (1).82,
dated 10-7-1982.
 

[ Added b Notification No. S.R.O. 669()/82, dated 10-7-1982.
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THE FIRST SCHEDULE 

jSee rule 2(c)] 

FROM I 

(See rule 6) 

FORM OF APPLICATION FOR REGISTRATION.OF A STOCK EXCHAN-

GE UNDER SECTION 5OF THE SCEURITIES AND EXCHAN GE
 

ORDINANCE, 1969.
 

To 
[The Corporate Law Authority, 
Govern nent or Pakistan,] 
Islamabad. 

Dear Sir, 
We/ I hereby apply for registration of ...................................
 

(Name of the Stock Exchange). 

under section 5or the S.-curities and Exchange Ordinance, 1969. 

2. Four spare copies of the Memorandum and .Articles of Association 
of ............. ....... and fo,:" copies .of the rules and/or bye-laws 

(Name of the Stock Exchange) 

relating to listing of securities and transactions on the Exchange are enclosed. 

3. Necessary information required inthe annex to this from is furnished, 

Yours raiithr.llt, 

......................
 
Signature of the applicant. 

Ainex to Form I 

PART I.--G!NERAt 

1. Name of the applicant Stock Ex­
change 
 ................ 
°..............
 

• ° .
 
.2. Address 

3. Dateof Estabishment. ...... ,.,.....,.,... ..
 
[ Substituted by Notificaten No. S.R.O. 669 (1)/82, dated 10-7-1982'....
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4. 	 Is your Exchange a joint stozk
 
company registered under the Com­
pdnies Act, 1913?. If so, state
 
whether p(blic or private. If*not,
 
the basis of organiszation may be
 
stated...................................
 

5. 	Give details of your capital sthuc­
ture................................... 

PART I!.- MEMBERSHIP 

6. 	What is the proposed number of
 
members? ..................................
 

7. Is there a ceiling to (lie maximum
 
number of members that you would
 
take?
 

8. 	Give details of the minimum quali­
fications and/or experience for
 
membership.
 

9. 	If you have different classes of mem­
bers, give details....................................
 

10. 	 Stale the security deposit required 
from each member, admission fee
 
and the rate of annual subscription . ..................................
 

11. 	 Do you insist on your members or 
partners of firms who are members 
to divest themselves of other activi­
ties either as principals or as ern­
ployees? ................................. 

12. 	 Do your rules permit firms to be­
come members? State the couLi­
tions under which new partners can 
be admitted? 

13. 	 If your rules do not permit firms 
becoming members, do you permit 
individual members to form a 
partnership ? ................................. 

36?
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14. 	 )o your rules permit members to
 
work in partnership with non­
members.? If so, give necessary
 
details. 
 ' 

PART Iil.--GOVERNING BODY. 

15. 	 What will be the strength of your 
govelinhng body? Give details of'
 
the constitution, powers of manage­
ment, elections and tenure of office
 
of' the members of thl governing'
 
body and the manner in whidh its
 
business is (ransacted...................................
 

16. 	 Are trade or commercial intcrests
 
rcpresented on the governing body?
 
IFso, give details...................................
 

17. 	 1)o you propose to associate share­
holders or investors' associations
 
with the management of your Ex­
changc? If so, give delails. 

18. 	 Give details of any other committee
 
or sub-committee that can be con­
stituted under the bye-laws of your
 
Stock Exchange alongwith the func-

Iiolis of each.
 

19. 	 (Jive the designations, powers and 
duties of principal office bearers of
 
your Exchange.
 

PART IV.--TRADING 

20. 	 Give details of die manner in which 
trading will w carried on 

21. 	 State the differeni kinds of con­
tracts on yovr Exchange e.g. spot, 
ready and forward. Also state the 
period or delivery and payment in 
each case 

.................................
 

...................................
 

6(0
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(c) 	 Particulars of those refused 

listing and reasons thereof in 
each case. .. 

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

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

5. 	Particulars of members declared 
defaulters................................
 

6. 	Particulars of members whose net 
capital balance fell below the pre­
scribed amount...................... 

7. 	Particulars of non-compliance of 
any regulations of the Stock Ex­
change by any company whose 
securities are listed on the Stock 
Exchange................................
 

8. 	Trading volume during the month­

(a) 	Spot................................
 

(b) Ready................................
 

(c) 	Forward 

9. 	 Particulars of securities which regis­
tered a rise/decline of ten per cent 
or morein value during themonth 

10. Particulars of securities in which 
no transactions took place during 
the month. 

11. 	 Brief analysis of tie stock market 
trends during themDnth 

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


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


.............................
 

...............................
 

I.........
 

...............................
 

................................
 

................................
 

................................
 

Signature ...........
 

Designatlo,, ........
 

Cul
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commission and other'qhjM "' : :",' 
any, prescribed by your'lxchang. .....
, .... .,'. .
 

(See 	rule 11) 
FORM2 'FYMA f)RW**bh 4V&6N 9 OF THESECURITIES A'NDEXC MeAle t Ombers°wj 
 LISTING -A, SECURITY ONA STOCK EXCHANGE .... .................
 

To...24.. Do.you.classify.youF members.into... .,,.!P,, lift,brokers and jobbers? ....
 
...... . ......................
I.. .* 6....................................................... . .... ...
 

Dear R,Do you have any regulations regar- .-

We g....................... 
 ....... ....
 

on 	 your stock : ofown account?exchange. ... (Name.,. .I..the -'Security)I, * ,.........
 

226. N oybbWermgWGl r6 W pts 	as required'in"[be'annex to thisform areexftuphedy members of credit to. 
aiy person for the purpose of ": :i ' ",., ;,. ,

purchasing any security? ... .	 .. ... '.Yours faithfully,"""..
(Sig;nature. and. address),.. 

27. 	 Do you prescribe the circumstances Annexure,to Form I1
in which members can borroy on
119
1. Illy ,y"ufrsadoese metsen, shall be annexed to tbe listing

applicatieqrnilbp.J~r:.ie account .of a cus- a,:r' "
 

(lj°i6fnhrandum and Articles of Association.and, in.ca.,of..dcbitqrs, 
a cony or the trust deed; . 

2 D Fouprscribe tbccJc....,h 
.
 

..2 pielo prospeCNW3 M w
.aradV.]is eo p.n -M anRgthe company in respet ok any securityasoc , ..
 
tae
any security carried for-tle.....i,... *..;'..,,;J,',,,. 

.and ,udited acounts for the ait t hirei 'Comple­ted years or for a shorter;: 'numberoq' eS b * 29. 	 D'Ujid . [F*.I1.f'ri l, ; I' ftrjoe(4);eA atFihiff c:6a mpJalrwf since . incorporation giving.details of 
~rg idorganisatins, -changes0".• difileh ,,..,,.;1:,,acftiAiin is capital.auktvuenruimihborrowings ; .......:.... r.
 .........................
 :I~i.~t......

(5) A statement showing,­
30. 	wii ovasWi
re ozteargam
. a ynsaarpaaI udp.paid duiin30Wll 	 yo av n I se-it~ th'e .ast.lG.eirs.br .. orterio. as -the company 	 .. .sn suchlay -have beeirjh.¢xisteneo . 

fFd :
31. 	 Will( ' r niroarears, if any. 
(fcdi~ieirLoPtqb6FW§&eH'1Tbr other documents -relating t air'irnge­
rateffints with or between,- ..........................
 

nd/or~p 	 ""
'(a) "" .................... "....
(a) 	vendors and/or promoters. 

BEST AVAILAFLE COPY
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(b) underwriters. 

(c) 	brokers. 

(7) 	Certified 'copies or agrecmcnts with,­
(a) managing agents, 

(b) 	selling agents, 

(c) managing director and technical directors. 

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

(9) Certified copies of the agfeements with the NIT, ICP. 1ICIC. IL)BP 
and any other financial institution. 

(10) Names and addresses of the directors and persons holding ten per cent 
or more of any class of equity security as on the date of application 
together with the number of share or debentures held by each. 

(11) Particulars of security for which listing is sought. 

2. The stock exchange may, either generally by its bye-laws or in any parti­
cuh-r case, call for such further particulars or documents or undertaking as 
it deems proper. 4 

• 's FORM~IV :: 

(See Rule 14) 
RETURNOFBENEFI AL OWN ERSH[P OF SECURITIES UNDER 

SECTION 12 OF THE SEC ITIES AND EXCHANGE ORDINANCE, 

19 

As 	at ..............................
 
I. 	 Name of the director/oli cer/share­holder.,. holder. 	 .... ........................
 

2. 	 Name of the issuer. . ...... .... 

3. 	Whether a director, officer or
 
shareholder. 
 I.
 

4. 	Nature and class of the securities 
beneficially owned. .................................. 

. >4 *Substituted ky Notificaton No. S.R.O. 1238(1)/72, dated 19-12-1.Z9)7 1j- P. 
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INVESTMENT COMI'ANII-S AND INVESTMENT ADVIS FSI. RU1.FS. I'mI 

(Published in fi" (Gaen' of /'oki%'tu I'llt"rlij11.. dated l21l, W'Iurch. 19721 

(As Amended uplop 6th Febrtary. 1984) 

S. I. 0. 7 8(I)17 1.-I1n exercise ol the powers conferred by section 32 il Ilh%Securities and Lxchangc Ortd lia ice. 1969) (X/ Ii u[ 19o9), 1hc Cnlral Ctivetm­
ment is pleased to nmakc ile!fllowilg l c't it, gi hle t uie , t.' .1­o 
Ineat advisers and investment companies. nanicly . 

CHAPTER I 

PRELIMINARY 

I. Short title and cummencement...(I) "rhese rules may le called 1lhc
Investment Companies and Investment Advisers Rules, 1971. 

(2) They shall conic into force a.t once. 

2. Deliniliwms.-In Ihe rules. unless there isanything reptignattt in lie 
subject or context,­

(a ) " Authority " mcans the [Corporale Law Authority] 

(h) " closed-end colpany "', in i -lztion to an investment company.
nicans a company which does not conlintously offer for sal :I
security which entitle Ihc holder of such security on den'and t)
receive, his prolortionate share (f Ihc uct ;iss-ts f Ile conipanly : 

(c) " custodian " means a bankiiig company within Ihc meminiig of the 
Banking Companies Ordir';ncc, 1962 (LVII of 1962). which i 
appointed to be a custodian under these rules: 

(d) " Form " means a forin set. out in the Schedule • 
(c) " net assets "',in relation to an investment company, mcns (lo

c;,;.ss of assets over Liabilitics of the company, such cxcess being
computed in th.- wanner specified hereunder 

(i) A security listed on a stock extehanue shall be valued at its 
last said price on such exchange on ihe date as of which it is
valued, or if such exchange is not optrn on such date, then at 
lits lagt, sale price on the next prccedng date oit which such 
exchange was and ifo--n no s,i,!is reported for such date, 
the security shall; be 'valued at aim amount not higher than tho 
closing asked price lower thannor the closing bid price. 

Substituted by Notification No. S.R.O. 176('),'32, dated 20-2-1982. I 
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Cf) 

(g) 

IN\ESIMEI
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( 11 IIIAlcIIi l.Cgillpucased alld awaiting payment against deliveryshall bc included for valuation purposesthe cash account as a sccuIly hdd. -ido. the company shall be adjusted to reflect tilepurchase price, including brokers' commission ;odpenses ilcurred in tihe purchase thereof but not dibuised 
elir X. 
aq ,i"the valuation date. 

(iii, "\ ilveshtmenl sold but 
h 

not delivered pending receipt of prc­ccds shall be valued at the net sale price.
(iv) The %'aiue of any dividends, bonus shares, or rights which mayhave been declared on securities 5ri the portfolio buiby the not receivedcompany as of the close of business on the valuationdate shall be included as assets of the company, if the securitytpo, which such dividends, bonuses or rights wereircluded declared isin the assets and is valued ex-dividend, L.-bonti," or

tx-rights as the case may be.
(v) Interest accrued on any interest-bea'ring security in the portioiikshall be included as an asset of the company if -such accruedinterest is not otherwise included in the valuation of the security.(vi) Any olher inconio accrued up to the date on which coilputt.tion was made shall also be included in the assets.

(vii) All liabilities, expenses, taxes and other charges dueup the or accruedto date of computation which are chargeablethese tinderrules, other than the paid-up capita, of tletui paliy,shall be dcduc.oil from tho value of the as.,ets.
(viii) "l'he rernuncratioii accrued up to

able 
the date of eomputatic,li pay.to the iirvestmenlt adviser for providing inanagencilt andother see-vices shall be included as an expense. 

" net capital ", in relation to an investment adviser, anamount meansby which the current assets, namely,
bank, rnoeiey receivable 
cash in hand or in
within a period of twelve months rrim thedate of the balance sheet and such other assets,of securities referred to in sub-ru'c (2) 
not being .he value 

of rule 5, as are sounder classified
generally accepted accounting principles, exceed
liabilities. nanely, money the ctrrent
payable within a period of twelvefrom .nontsthe date of the balance sheet and such other liabilitic.i asso classified under aregenerally accepted accounting principles.

"Ordinance" imeans [lie Securitie.; and Exchange Ordinance, 1969
(XVII of 1969). 

cv7
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CHAPTER II'
 

REGULAION OF T**iLHE 13USINESS OF IN VESTMENT COMP\NIES 

3. No i0ii*siee.Ioltl company Io commence business without registration.-

Nu colnpalV salill o.'inmencc husi css -;a:na investnicn company unless it is 
registered with the Aulhorily under these rules. 

4. E'ligibiliy for regisraion.-A company proposing to commence 
business as an it'.'ciment company shall be .',igiblk for registration under these 
rules if it fulfils or complies with the following conditinns or requiremes. 
inmely 

\/(a t.hai company as 	 colnlp)Nch is re'nstered a public limitCL y Mu(tCr 
the (ompanics Act. 1913 (VII of 1913) 

(1i 	 that il is itolu, ion c id-end invCstmcnt conmpany.wilh LI. 
Capital of 11ot. less tha;n N74Ze ipc k"rAiwe14-

I ,to '2) (cj Ihat lit) diector, olliccr oi cmployee of sLich comipny 1i;" beeni 
convicted of fraud or breach or trust ; 

(d) that no dircctor, officer or cmploycc of such company has been 
adiudicated as insolvent or has suspended payment or has corn­
poundel with his creditors: 

(e) that the promoters of such company are, ini the opinion of the 
Autlhority, persons of ncans and integrity and h.a.ve special know­
ledgie of matters which the company may havc to deal with as nn 
investment company. 

5. Regisiration.- -(l) Any company which is eligible for registration under 
rile 4 as an investment company may make an application in Form I to the 
Authority for regi.ration under these rules. 

(2) 	 An apr~catiort under sub-rul.,k (I) shall, besides the other documents 
refcrred to in Form I, be accompanied by an undertaking by the investment 
adviser of the c'impany that the investment adviser will at all times hold or 
l.nericially #,wn equity secutitie. of the company of an amount Which isneither 

%'QJ 1..-.*c o.- -r w Ptaa-*tFhan 	 ten per cenvof the paid-up .dlue ot such securities. 

(3) The Authorily. if it is satisfied after such enquiry and after obtaining 

such further info:rmation as it may consider necessary 

(i) 	 that the applicant is eligible for regist-ration : and 

(ii) 	 Ihat it would be in the interest of the capital market so to do, may 
grant a certificate of registration to such company in Forim 11. 

oC Q-/t ; t'&w3 
I MEt, ". 

RF-'cjcq 	 q 
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6. Investmient policy and diversification.-(I) The iivestment policy of ai 
investment company shall be clearly and c 'cisely stated in its Memorandum 
and Articles of Association and the public . - fur the sale of its securities. 

(2) An invcstinent company shall not nter into any transaction in any
6ecurity other than a siecurity which is listed on a stock exchange or for the 
listing of which an application has been made to a sock exchange. 

(3) l-i*e Ilvestment o' an investment onpany in any other Company
shall not. at any time, exceed an amount equal to[4, per cent of paid-up capital
of the investmcnt company or an amount sufficient to acquire ten per cent of 
any class of the securities (f that other company. 

jv,,¢Y 7.Sale of securities and cost thereo.-(l) Securities represenling 1 
;3--=rq# i=F the capilal o ai invest ment company shall be offcred to the public 
at par; but no such off6r shall be madec 

(. 'L (a) until the investment adviser of (he investment company has ma'de 

an investment of the amount referred to in sub-rule (2) ruleof 
5 ; and 

(h ) tlnle, ;he offer has bccn underwritten by an underwriter appointed 
by th: invistmncnt company with the prior approval in writing of 
the Authority. 

t2) An invcstmnen company shall not sell any securities for any consider.­
lion other than cash. 

(3) All expenscs incurred in connection with the incorporation of ant 
invslment'colipany and the offer for sale of the securities of the company and 
the distribtitorn of such securities, including commission payable to the under­
writers, shall be borne by the investment adviser and shall be rcimbursablc by
tLe clompany in equal amounts paid annually over a period of less thannot 
five years. 

(4) lintcrcst at thc prevailing bank ratel shall be payable by the company
in respect of the expenses referred to in sub-rule (3). 

(5) The expense. reerred to in sub-rule (3) shall be reported to th." 
Authority, giving their break-up under separate heads, as soon as the distribu­
lion of die securities is completed. 

8. Prohibit ions.-No investment company shall­

(a) morgc with. acquirc or takeover any other investment company, 
unless it has obtained the prior aparoval of the Authority in 
writing to the scheme of such merger, acquisition or takeover; 

[ ]Substituted by Notification No. S.R.O. 7490)75, dated.4-7-1975. 
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i 0 5CI'lhII Ir . h'l liv'ifllyowned by it: 

(c) iak 0 1ii11 advaitce ,1 moneya or toll ny pelIS ll cw\xpl in conmnec­
tioll wilh life rioniiial liisi.ess of the ilvest mcil cunipanuy 

ellC:. ShOlntCd a sale ill ;iliy SCCutl.'' .
 

Ic ) purchuse ;ill\ security hIl :* l irward 
 colitract 

(1) 	 pIurchase aily securily oi margin:
 

g) participatc in a1 oiini accoill with others in 
 aly Ir;iu;,IetlI!I 

(11) Ipply any part l1 its ISSeLS to r;li Cstate, co.ii tilics cu m-t;illj­
dities contracls 

i acquire ayiy 01 aniother 

issuer ;
 

(ii ni al nl ilve, ienll il ;i voillpa:.. which il;i lhe Clecl of vesling
ilie nmaimcilel,l.r 

ScC I"ii) which illveslliicnil collIpay i, fthc 

cfCotrol over (Ihe aralir.s. It such culnpaly in 
ile iliVeslnlent, colpany : 

k ) employ as ;a broker, directly or indireclv. l tlydirector. olicer ,ir
employee of tlh : investmen t CollM ,y of its i rveivslmclii adviser'l, 
any director. oflicer or employee thereof; 

(I) ,-suc at aiy lime. without (he prior approv'al of (he Authoilly ilwriting, a senior sccurily which is eithe r stock u ,.ircsem)s 
indebtedness. 

9. lransactions with directors, etc.-No investment companly shall with­
out the prior approval of the Authority in writing, purchase from. of-sell to,any director, olliccr or employee of the investment company or of the investmentadviser thei.eor or" a person who beneficially owns len per cent or iore of the 
equity Securities of the company or of its rivestment adviser. 

10. Appointment of investnent adviser.-(I) No investment company
shall appoint pcrson asany an investment adviser except by a contract inwritinm,, the of w;,ich hvce beenterms previously approved by the Authority in 
writing. 

(2) The contract shall, initially or onl renewal, be vallid for a period notexceeding [ten .vrs and shall not be renewed or modified unless such renewal 
I mnIIliliil(di1 Nnlitionii No.-S.R.O. 749(1)X75, daled 4-7-1975.-
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IN\ESrMEN'- COMPANIES AND INVESTMPNT ADVISERS RULES, 

'it MItliikiatj.)n ha eenlaluthriscd by the shareloldLers of the illVSImIC! 0,1,
vally ini general ecting and approved by the Authority.
 

(2A): If the os
contract, initially entered into or as renewed, is terinatcdwithin Iile first live years of Ile conlract, and not later. Colpensatioll fr Cach)yCar 0[ [lie ttnexpired periud of the contract shall be paid to (he ink.csiniciadvi.e r at (lhe rate of one-fnu rth of his annual average reiiiLneratioi during lie 
eXl)ired period of the contract. 

I/xhmn!itn.Where the expired period is a fraction of a Vai otiluhtdes a fraction of a year, tie reinuueration for the fraction of
the year shall be converted pro rata into full years' renbucratimi

and then the average annual remuneration shall be worked out tdetermine the compensation payable for the ulexpired period of 
the contract ; and 

13) 'tile contract shall. among other things. provide ihal tile illt:eS1tladviscr shall bear all expenditure in respect of the secretariat and otlice SpdiCCot the company and professional management, including all administrativc.accounting and legal services, and fcethat the payable to the auditors and tIL:clstodian. 
 taxes on income of the company, brokerage. stamp dtly and aiiv
olhcr duties or taxes connected with the sale or purchase of securitics shall he 
payable by the investmenlt company. 

I I. lemunerntion )ayable to investment adviser.---The invcsncniiadviser if an investment company shall be entitled to be paid annually, alterfhe accounts of the in.vcstmcnt company have been audited, a remutnerotion :.-­
(a ) *::":dtring the first five years or in'vestment company's existance. o:' 

an anount not exceeding two per cent of the net assets of the oni­
pany is at [he end of its year of account and thereafter (i anamount equal to one per cent of such assets; and 

(b) [of an] amount not exceeding one-half of the amount by which thedividend distributed by the investment company exceeds six per 
cent. 

12. Power lf Authority to give certain directions.-Thc Authority, if it iksatisfied that it is necessary or expedient so doto in the public interest or ofthe capital market in Pakistan, may. by order in writing, direct an investment 
company, within such time as may be specified in the orddr,-­

(a) to disinvest the whole or such part of the investment portfolio as 
may be so specified; 

* Addcd by Notification No. S.R.O. 749(1)/75, dated 4.7-1975. 
Substituted by Notification No. S.R.O. 749(I)/75, dated 4-7-1975.
 

I ubstituted by NoAfIcaton No. S.R.O. 749(1)/75, dated 4-7-1975.
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121 	 Il, tIU1kS 1 account anld VAICr I,-"tRIS hel)C Imliinet.itld tLinder sub-
I ) --hall hc preserved for a pcriod of mlt less than five years. 

17. 	 'eriodical reports Io shareholuer". ec.- (I) Every investnent Cotn­
-Iall italillil it) its slueholdcts.---

I) 	 an;l!il'i' rcport. io'ctlhcr with .: 0opy of the bala.c, shcet :1nMd 

munint.'tr and expenditure acconti anl Ilht aiuditor's report, not less 
illu, k~wl'Cii days belore til date c() thM I ial iictillu at wlTich 
11 i. I'i b I;iid Ii. c tIl ShlwCheloldvis : alld 

(hi 	 ,a .'-i\-ini icput ItwoImouth end olIhil within of tile each half-yCal. 
21S.' Ic(: I. m, aiIl"may applicablc, shall be accordancezlX be in wilh 

II,; i aCn:tL i971,II'.. ri u11: d L\Clliil]'c IRules, and shall cunltaill 

;,..ti.'lj li l ,,'il I!':." sCCw riiics uwicd it [Il.-I b "'iM ins (if tile ielc\ ant period. 
*.. tlic, uIW:C'c",:(I 91' "Old dllriln_ sUC . d. aci held the.iti lhe secuies at 

nI o. p ot w%!b vilue and at niaiketn' ii
l ,lh :I ;',cflCr the '.! cost k-Lh.- ..

':.: .- "-L :i 1 I,,- . 'i; c,,lth--':Vl.'w. ,lin j'eCrCC ltI;tag ill relation 
.. ;lmti ri.,i It ilies 

, -	 the It' 
C II, i'. IheI.,: tp'ild-1l)la tal t . ctilll wh,' secu al,: 

''led. 

incomc CXp-'1ldittilc hl\CStIiIlit . 
.,1:111 include ;a -i,mclt (11income and exj.nLditure of tihe investment adviscr 

eaivition it, Ill, illvesillent Company. 

13) 	 '11.: st:, jlent ol amid ' [ie ih Clltl),n 

(-I A col-. t'! Ihc inual report refercitd to in sub-rule ( I) shall, witiin 
i)-.c time sp.cilied thc~ein, be furnished to Ilh., Authority together with a.slate­

n~lt conlai ing Ill.: following in fornuatioi in respect of the investment comt­
pall. t tie ud of tihe year:­

(a 	 I noial i'iml)2ei )f sccurity holders. 

Ih) lVailtfcutmar ' persons holding live. per cent or more of tie securities 
telit company at any time during the year. 

fc) 	 Names and nuimbcr of sectiitics held by directors aind oflicers of 
the company. 

(dI) 	 Aly ,Ccurity of any other issuer sold and then bouQht during any 
six-month period. 

Icli	Paticulars of the personnel (executive, rescarch and other) of the 
iuvm.'stnient company. 

(f) 	 Rcminuciation paid to ihe investeincut adviser. 

(p!, 	 Particulars of the personnel (executive. research and ofhers) of the 
investment adviser. 

f Subsuifuenl by S.R. No. 1196 (lN83, dated 20-12-1983. 
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(5) 	 Every investment company shall, as and when reqit 

by the Authority by order in tiriting and oithin 

time as may be specified therein, Eurnish to thc 

Authority the information regarding the sale pr: 

and the capital gain or loss in respect of each 
security purchased and sold. 

CHAPTER I 

OF 	 THE BUSINESS OF INVESTMENT ADVISERSREGULATION 

No person to commence business without registration.-No person18. 
such 	person is register­

shall commence business as an investment ad'viser unless 

cd with the Authority under these rules. 

19. 	 Eligibility for registration.-Any person proposing to commence 

as an investment adviser shall be eligible for registration Linder thesebusincss 
rules 	 if it fulfils or complies with following conditions or requircments. name­

ly 
(a) 	 that such person is registered as a company tinder the Companies 

Act, 1913 (VII of 1913); 

(1:) that no director, officer or employee of such company has been 

convicted of fraud or breach of trust; 

(d) 	 that no director, officer or employee of such company has been 

adjudicated as insolvent or has suspended payment or has com­

pounded with his creditors; 

(d) 	 that the directors of such company are, to th satisfaction of the 

Authority, persons of means and integrity and have special know­

ledge of the matters which the company may have to deal with as 

an investment adviser. 

registration undci20. Regisraion.-M(l) Any person who is eligible for 

rule 19 as an investment adviser may make an application in Form III to th: 

Authority for registration under these rules. 

(2) An application under sub-rule (1) shall, besides the other document
 

referred to.in Form III, be accompanied by an undertaking that the compan
 
a net 	capital balance in the capital account of a,

will 	 at all times maintain 
amount which i's not less than one lac rupees. 

(3) The Authority, if it is satisfied after such enquiry and after obtainiin 

such further information as it may consider necessary,-­
(i) 	 that the applicant is eligible for registration; and 

•/0 	 I­
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(i) 	 th. it wolld be ill [le interest. of the la 'toSaplt do, n 

grant a 	 :ertilicalc of registration to: such peron in Form IV. 
21. 	 Maintenance .f books if accounts etc.-(l) Ev...i.shall maintain ;iuch 	 stment advisbooks of accounts and other records -as shall .depict a trand fair picture (4 its staic oi affairs, including­

(a) 	 journals, cash book and other records of original entry forming tl 
basis ot 	 entry in any ledger 

(b) 	 ledgcs other(or comparable record) reflecting asset, liabilit
incom-c and expense 

(c) 	 ledgers (or other comparable record) showing secu'rities in it
portfolio ; 

(d) 	 record o" transaclions with banks 
(e) 	 record of the mcclings of the 	board of directors ; and 
(f) 	 original record of all reports, analysis and memoranda containin 

investment ad,icc distributed. 
(2) 	 Such bouks o!' accounts and other records shall be preserved forperiod of not 	 less tian fivc years. 

22. 	 Submission of annual report to 	 Authority.-Everyshall submit to 	 investment adviscrthe 	 Authority an Annual rcport, together with a balance-sheetand 	income and cxpenditure account and the auditor's report, within six monthsof the close of its 	ycar of account. 

23. 	 Enquiry.-(l) The Authority may cause an 	enquiry to be made by anyperson appointed in this 	behalf into the affairs of any investment adviser regis­1cred under these rules or any of its directors. managers or 	other officers. 
(2) Where an enquiry under sub-rule

director, manager 
(1) has been undertaken everyor other officer of the investment adviser to: whichdirector, manager or 	 or to whoseother officer the enquiry relates and every other personwho has had any dealing with such investment company,director, partner, 	 investment adviser,manager or 	 officer shall furnish such informationcustody 	 in hisor 	power or within his knowledge relating

subjec.t-matter 	 to or having bearing on theof 	 the enquiry as the person conducting the enquiry may bynotice in writing require. 

(3) 	The person conducting an enquiry underinspect and 	 sub-rule (1) may callseize 	 for,books o' account and 	 documents in 	possession of 	any suchim.:tnent adviser or person. 

Ib I ;1VA;L,'?IE C-O(PY 'i, 
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24. Cancellation of registration.-( I) Where the Authority is of the opinion

that an investment adviser has conIravcn..:d any provision, 
 or has otherwise 
failcd to comply with any requiremcent. of the Ordinance or of any rule of 
dircction made 2ivcnor thereutnider, the- Authority may, considersif it necessary

in the public intercst so to do by 
 ordcr in writing,­

(a) cancel Ihc registration of the- investment adviser ; or 

(b) remove the investment adviser from the office of investment adviser 
of an invCstment company: 

Provided that no such order shall be madc except after giving thC invest­
mcnt adviscr an opportunity of being heard.
 

(2) An investment adviser rCmovcd fromn office under clause (h) of sub­
rulC (I) shall not he entitled to or le paid any compensation or damnges ror
 
lOSS of tcriniat;olli of office
 

(3) An investmcnt adviser of an iJivestment company who is rcmo"/cd

fron. oflice 
und,- clausc (b) of sub-ruile (I) shall not be appointed to such
oilice of that company until after the expiration of a period of five years From
 
the date of such removal.
 

(4) Where ihe investment adviser of an investment c'mnpany is removed
from that office tinder clause (b) of sub-rule (I) no director or officer -)f lhe
investment adviser shall hold the orlice of director of the investment company 
or any other ollice connected with the conduct or management of the affairs (if
the investment company, until after the expiration of a period of five years
from the date of such removal. 

(5) Where the investment adviser is removed from office under clause (b)
of sub-rule '(I) the Authority may, by order in writing, appoint a persen. here­
inafter referred to as the Administrator, to manage the affairs of the investment 
company subjcct to such terms and conditions as may be specified in the order. 

(6) The Administrator shall receive such remuneration from the ;nvcst­
ment company :s the Authority may determine. 

(7) The management of the affairs of the investment company shall, on
and from the date of appointment of the Administrator, vest in him. 

(8) If at -in' time it appears to the Authority that the purpose of theorder appointing the Administrator has been fullilled, it may permit the invest­
ment company to appoint another p;son to the office of investment adviser;
and, on tlic appointment of such in,.,eswlent :dviser. Ilie AdminitIrator sl:ll 
ce'ist to hold Offlice. 
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THE SCHEDULE 

FORM I 

[See rule 5 (1)] 

AN INVESTMENT
FORM OF APPLICATION FOR REGISTRATION AS 

COMPANY 

To 
:The Corporate Law Authority, 

Government of Pakistan, 
Islamabad. 

Dear Sir, 

We hereby apply for the registration of .............................. 

2. An undertaking (in original) 

(Name of Investment Company) 

under rule 5 of the Investment Companies and Investment Advisers Rules. 

1971. 

from the investment adviser in terms of 

and four copies of each of the following
iule 5 (2) of the aforesaid Rules 

documents are enclosed --

Articles of Association.(i) Memorandum 	 and 

(ii) Investment Advisory Contract. 

(iii) Custodian Agreement. 

(iv) 	 Undcrwriting Agreement. 

to take all steps necessary to have the securities
3. 	We hereby undertake 

a stock exchange.issued by us listed on 

is furnished.4. Necessary information required in the annex to this form 
at all times.the information up-to-dateWe undertake to 	keep 

Yours faithfully, 

Signature of the Secretary cr 

a director ot the appicant 

company. 

, dated 20-12-83.*Substituted by Nfl l'4SJL9. 1196 QI)1 83 

I JA BL,j3E CU jy 167 
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Annex to Form I 

1. Name, address and telephone 

number(s) of the Company...................................
 

2. 	Date and place of incorporation 

3. 	Names and addresses of directors, 
distinguishing between promoter 
directors and other directors 

4. 	Whether any director has been 
convicted of fraud or breach of 
trust. 

5.Whether any director has been 
adjudicated as insolvent or has 
suspended payment or has com­
pounded with his creditors. 

6. 	Names aid address of officers and 
employees. 

7. 	Whether any officer or empolyee 
has bc.±n convicted for fraud or 
breach of trust. 

8. 	Whether any officer or employee
has been adjudicated as insolvent 
or has suspended payment or has 
compounded with his creditors. 

9. 	Names of the directors, officers 
and employees of the investment 
company and those of the invest­
ment adviser thereof who are 
members of a stock exchange. 

10. Director's interest, direct or in­
direct, in any other investment 
company. 

II. Previous experience of the promo­
ters/directors in the investment 
field. 

..................................
 

.. ....
... .. o..
 .	 ...
 

..... ............... ............
 

..................................
 

... ...........................
 

[iEi. . ' . i i' ,":
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12. 	 The fSnancial standing ofr the
 
promoters/directors (Attach proof,
 
if any).
 

13. 	 (0') Authorlied capital of the
 
Com pany ............... 
. .. . ....
 

(b) Part of such capital proposed
 
to be aised through p blic
 
oiler. .....
.. .... ....
. .	 ..........
 

14. 	 Namc, address and telephone
 
number of the investment adviser
 

15. Name and address of the custodian 

16. 	 Name and address of the under­
w irier. 
 ............ .................... 
 . 

17. 	 Financial standing and resources 
of the underwirter. 

FORM II 

[(See rule 5 (3)]
 
CERTIFICATE OF REGISTRATION 
 AS 	 AN INVESTMENT COMPANY 

CORPORATE LAW AUTHORITY* 

Islamabad, the 19 

I'he Corporate Law Authority* having considered tie application for regis­
tration under rule 5 of the hivestment Companies and Investment Advisers 
R ules, 197 1, by ..........................................................
 

(Name ofthe inrestment company)and 	 being satisfied the saidthat ................................
 
(Name of the investment company)is eligible for registration and that it would be in the interest of the capital market 

so to do, hereby grants, in exercise of the powers conferred by rule 5 of the Invest­
inert Companies and Investment Advisers Rules, 1971, registration to .......... 
............................................ 
 subject 	to (lie conditions stated 

(Name ofthe investment company) 
herein below or as may be prescribed or imposed hereafter. 

2. The draft agreement between....................................
 

(Name ofthe investnc !t company) 
*Substituted by Notification No.. S.R.O. I196(I)/83, dated 20-1-183. 

l r AV.AI .API E COPY I" 
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and .............. ............ is approved subject to the 
 lkllowine 
(Name of the investment adviser) 

conditions 
3. The appointment of .................... is hereby approved bubjcct
 

(Name of custodia,) 

(o the following conditions :­

4. The appointment or......................................i hIs
I:c )

(Name oJ the iniestment adl'iver) 

approved subjcct to the following conditions 

...............
 
Signature of the officcr. 

FORIM III 

(See rule 20 (1)] 

FORM OF APPLICATION FOR REGISTRATION AS fNVESTNiENT
 
ADVISER
 

To 
The Corporate Law Authority,
 

Goverinnent of Pakistan,
 
Islamabad.
 

Dear Sir, 

Wc hereby apply for the grant of registration of .........................
 
(Name oJ inrestment adviser) 

under rule 20 of the Investment Companies and Investment Advisers Rules, 1971. 

2. Four copies of the Memorandum and Articles of Association are en­
closed.
 

3. We hereby undertake to maintain at all timcs a net capital balance in the 
capital account of an amount which is not less than one lac rupecs. 

4. Nccessary information required in the annex to this form is furnished. 
We undertake to keep this information up-to-date at all times. 

Yours faithfully, 

Signature ofthe Secretary or 
adirector of theapplicant. 

*Substituted by Notiication No. S.R.O. 1196(0/83, dated 20-12-1983. 

PFS7 , A ! 31L: . 'I;'y 
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1 Name, address and telp'b
 
ber(s) of applicant. 


4l
 

2. Names and addresses of direto' 

Wlether 
tnv 	director has been
con%,ictcJ o. fraud or breach of. 

-:". 4:4 4'(,d, 

I. 	V ethcj,aly (li :cl')r has been ,
 
adiudicated as 	 isolvent or h,
 
,nnLtml,- Ic I).V.'lt1
 2I has Co'l"­

.......
.	 . .....
.......
 

;Ir'faw~liCsddlt..h'; Of Oflicels.	 
anId 

...... 
 ...... 
...... ...... 
......
 

\\hlhcl alI oficcl ()I crnplo )ce 
:,,'Is. ,. ,1 ,O.Il~e ~lbncl 

o 

.•. ................................
 

7. 'Vhue!h- Ill.,, 	 (i)iicertorci hiiOyec
has 
 , : mta'iiicaled as Insolvent 
"I. hts s,.Cspcnled payment or has 
-:0..1Ofl
P0ude(lI l lhhis CrCditors 

. ..... 
 ,o.. ..
o .............. 

.....
 

.Whether atny diector or 	 olice.
h 	 asny intercst im any investment
 
CollapnI).
 

. .
 .............. 
 . O .o.o , o .
 ,.. .......
 , 

9. 	 What is the financial standing of.
 
the dircc'.cr ;
 

10. 	 Give-a hri, description of the kind 
ofinvestment advisory services pro­
posed to b: provided, the organiza..
tioal.sct up,.previous .professidna
 
eXpcrzc:o.oC.
- ico~/fli 

http:dircc'.cr
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FORM IV 

[See rule 20 (3)j 

CERTIFICATE OF REGISTRATION AS AN INVESTMENT ADVISER 

CORPORATE LAW AUTHORI I ' 

Islamabad, the 19 

The Corporate Law Authority* having cons;dcred the application for regist­
ration under rule 20 of the Investment Companies and Investment Advisers Rules 
1971. by .................. and being satisfied that the said ................
 

(Name ofadviser) (Name ofadviser)
is eligible for registration and that it would be in the interest of the capital 
market so to do, hereby grants, in exercise of the powers conferred by rule 20 of 
the Investment Companies and Investment Advisers Rules, 1971, r~gistrition 

to ............................. subject to the conditions stated hcrein belc 
(Naine ofthe adviser) 

o r as may be prescribed or imposed hereafter. 

....................
 
Signature of the officer. 

OSubstuted b'y Notification No. S.R.O. 1196()/83, dated 30-12-83. 

(3FST AW,', 1.4 [ j.L.(C( I.1'";e 
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STATLUTORY NOTIFICATIONS 

COMMENCEMEN' OF THE SECURITIES AND EXCHANGE 
ORDINANCE, 1969 

NOTIFICATION 

261h October, 1970
S.R.O. 259 (1)170.-I11 exercise of the powers conferred by sub-section (3)of section I of the Securities and Exchange Ordinance, 1969 (XVII of 1969)th1k Central Government is pleased to appoint the first day of November. 1970to be thl date on which the said Ordinance shall conic into force. 
DELEGATION OF POWERS TO CHAIRMAN AND MEMBER 

'OF TIlE AUTHORITY 

NOTIFICATIONS 

dated 101h Septembcr, 1981 
S.R.O. 1.023 (1)181.-ln exercise of the powers conferred by section 28 otthe Securities and Exchange Ordinance, 1969, (XVII of 1969) the FederalGovernment is pleased to direct that all powers and functions of the FederalGovernment under sections 26, 27 and 29 of the said Ordinance shall, subjectto such directions relating to questions of policy as may be issued from time totime by the Federal Government, be exercised or pcrformed also by the Chair­

man, Corporate Law Authority. 
S.R.O. 1024 (I)181.-In exercise of the powers conferred by section 28 ofthe Securities and Exchange Ordinance, 1969, (XVII of 1969) and in superses­sion of the Ministry of Finance Notification No. SRO. 261 (1)170, dated the26th October, 1970, the Federal Government is pleased to direct that all powersand functions of the Federal Government under the said Ordinance, other thanthose under sections 26, 27, 28, 29 and so much of section 33 thereof relatesasto the making of rules for regulations of the business mentioned in section 32thereof, shall, subject to such directions relating to questions of policy as may beissued from time to time by the Federal Government, be exercised or performedalso by the Member, Corporate Law Authority (Corporate Law Wing). 

EXEMPTION GRANTED TO THE NATIONAL INVESTMENT (UNIT)TRUST LIMITED FROM THE OPERATION OF THE PROVISIONS OFSECTION 11 AND 14 THE SECURITIES AND EXCHANGE ORDI-
NANCE, 19'69. 

NOTIFICATION 

Dated 6/h March, 1972 
S. R. 0. 1"37 (I)172.-In exercise of the powers conferred by section 29 of theSecurities and Exchange Ordinance, 1969 (XVII of 1969), the Central Governmentis pleased to exempt the National Investment (Unit) Trust Limited from the 



N.2 

operation of tile 

SI',I u'TORY No'IrtCA'11s
provis:jns of sectionas they relate to securities other than 
12 and '14 of the said Ordinance in so farthe securitiesofc'=r, representative of an issuer of which anor nominee of the National Investment (Unit) Trust Limitedis a director. 

[No. 20 (32) CFISS 7 1.]EXEMPTION GRANTED TO THE INVESTMENTPAKISTAN FROM CORPORATIONTHE OPERATION OFSECTION OF THE PROVISIONS11 OF THE SECURITIES AND OF
EXCHANGE ORDINANCE.1969. 

NOTIFICATION 

S.R. 0. 
Dated, 2 1st January, 198094 (l)I08 ._ln exercisetile Securities of the Powers conferred by sectionand. Exchange Ordinance, 1969 29" ofGovernment (XVII ofis pleased to exempt 1969), the Federal(he operation the Investment Corporationof the provisions of section of Pakistan from.s the said provisions require 

II of the said Ordinance inan soissuer to transmit the profit and loss 
farand balance sheet ref'rred accountto in rule 13 of the Securities and Exchange Rules,1971. 

[No. F. 8 (2 5)-Inv. 1179 1LXEMPTION GRANTED TO THE PAIaSTAN NATIONAL SHIPPING.CORPORATION FROM DISCLOSURE REQUIREMENTS UNDER TIESECURITIF. AND EXCHANGE ORDINANCE, 1969. 

NOTIFICATION 
Dated 6th Febriay. 1984S. R. 0. 139 (1)i34.-In exercise of the powers conferred byof the Securities and Exchange Ordinance, 1969 (XVU of 1969), read with the 

section 29
Finance Division Notification S.R. 0. 1023 (1)181,Chairman, Corporate Law Authority is pleased 

dated 10th September, 1981,to grantPakistan National Shipping Corporation exemption to thefrom disclosing, in their Profit and LossAccounts, their gross freight income and the rebates allowed by them to shippers.
[No. 3 (811) CFIISSI78.] 

fl+
 



CIRCULARS C-O-1 

CIRCULARS
 
Circulars issued since 1971 and which are still effective have becn up­dated and included in this Manual. Circulars that have been excluded fromthis Manual still remain in force to the extent they are not contraryruleslinstructions. to the law![For the convenience of the users, it is herc mentioned thatthese Circulars relate to the following subjects :_ 

(a) Beneficial Ownership-Circulars No. 1 and 2 of 1971, Part ofCircular No. 6 of 1972 and Circulars No. 2 of 1973, 2 of 1974 and
I of 1976. 

(b) Annual and Half Yearly Accounts-Circulars No. 4 of 1973, 1
of 1980 and 4 of 1983. 

(c) Disclosure requirements of the find Schedule.-Updaled CircularsNo. I of 1972, Circulars No. I of 1981, 3 and 6 of 1983, and I of 
1984. 

(d) Shares registered in the naames of shareholders belonging toBangiadesh.-Circulars No. 2 and 5 of 1972, 3 of 1973, 1 and 2 
of 1975. 

(e) Miscellaneous matters-Part of Circular No. 6 of 1972, Circulars
No. I of 1982, 1, 2 and 5 of 1983. 

I/s
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CIRCULARS 

CIRCULAR RELATING TO "BENEFICIAL OWNERSHIP" 

CIRCUkcAR No. I of 1971SUBMISSION OF PETURN BY DIRECTORS, OFFICERS AND 10 PERCENT BENEFICIAL SHAREHOLDERS.
 
Section 12 
 of the Securities andRule 14 Exchange Ordinance, J969,of the Securities and Exchange Rules, 1971, 

read with 
lays downing persons shall file 

that the follow­a return in Form IV with the Authority :­
(i) Any director of th issuer who is or has been the beneficial ownerof any clause of its equity securities; 

(ii) any ollicer of the issuer (the expression " Ollicer" has beento include the managing agents, 
defined 

manager,
of the issuer and any 

secretary or accountant
other person who by virtue of his officebe in possession mayof any material hiformationaffairs of the issuer) who is 

with regard to die or has been the beneficial owner of auyclass of its equity securities; and 
(iii) any person who is directly or indirectly the beneficial ownermore than 10 ofper cent of any class of equity securities of an issuer.

2. The expression 'equity security' has been defined,to mean any stock in the Ordinance,or transferable share (preferred orsecurity representinig any 
common) or similarownership;

sideration, security convertible, withinto a security carrying or without con­any warrant or right to subscribepurchase such to orsecurity ; any such warrant or right itself ; and such other securityas may be prescribed. 
3. It will be noticed that the directorsthc return even when they 

as well as the oflicers have to lileown less than 10 per cent of the equity securities.these two cauegorics, filing of return is compulsory For
 
even when they own one 
share. 

4. A person who by virtue of his office comestio with regard to possess material inforina­to the affairs of the issuer will be treatedtie Securities as an officer underand Exchange Rules, 1971. The definition bringsthe issuer within an auditorits ofscope because the auditor has accessaccounts which contain mat-rial 
to the books ofinformation about the affairs ofThe auditor is, therefore, the issuer.as much an insider as the directors of the issuer. 

5. The other expression which needs elucidationowner '. This expression has 
is that of the 'beneficialnot been defined in the Ordinance or theand it will have to be construed Ruleswith reference tothe tern denotes, that person will 

the facts of each case. Asbe treated as a beneficial owner who is 
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entitled io the benefits aCcrIlil.g from the ownership of the sec rtuicts. In o:er 
words, in a situation when the ownership of the securities is -held in theof a nomijnee, the person Who nameis the uitimate recipient of the benlefit of o''lcr­ship is tile benelicial owner. A person who is the nominee of realis not the beneficial owncr. tile o;vnerA broker of the Stock Exchange or a bank whichis holding securities in its mme on bchalf of a client is norowner. A the beneficialpersn shall normally be regarded the 'beneficialsecurities held ower ofin the names th2of his family members who areupon wholly dependenthim. If. however, such a person claims that the securities heldname Df his delpendenlts in theare not beneficially owned by him and thatmade on the purchase and 6ale or the 

any gaim
sale and purchasenot required to be tendered of such securities isto dhe company under section 14 of lie Ordinance,he should make a representation to this effect to the Authority substantiatinighis claim. where available, wilh dhctnenary evidence. 

6. 11 in ani individual case, there is anyfiling of doubt about the requirementreturn by a beneficial owner, ofhc is free to place the facts of the casebefore die Authority and obtain a ruling in the matter. 

CIRCULAR No. 2 OF 1971 
CALCULATION OF TENDERABLE GAIN 

Section 14 of the Securities and Exchange Ordinance,
wvhcre any director or officer of an 
1969 lays dowi that
issuer of a listed equity security or
son who is directly or indirectly the beneficial 

any per­
owner of not lesscent of such securities makes any gain by the 

than ten per
purchase and sale,and purchase, of or the saleany such stcurity within a period of lesssuch. director or olicer or than six months,benelicial owner shall make a report and tender th.­amount of such gain to the issuer. 

2. Rule 14 of the Sceuriics and Exchange Rulas, 1971, requires the report­ing of beneficial ownership of securitics by such director, officer and 10 per centholder in Form IV. Thc reports in Form IV received so far indicateprovisions of section that the14 have not been fully understood. It is the purpose ol'this circular to clarify some of the aspects of these provisions. 
3. Section 14 requires that it' any gain is made from the purchase and sale,or from the sale and i'urchase, ol atn equity security within a period of less than6 months such gain has to be rcportcd and tendered to the issuer of such security.'Ihus if 100 shares are sold @ Rs. 16.30 on 15-1.11971 andpurchased @ Rs. 14.50 on 

200 shares are
13-7-1971 and again. 100 shares areon sold @ Rs. 15.5(II-I 1972, the tenderable gain will be both. in 'respect of tihe13-7-1911 as well as plrchase t'11tho sale on 11-11-1972. On 13-7-1971, 200 shares were 
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purchased @ Rs. 14.50 and in the preceding period of less than 6 iniIths 100 
shares were sold on 11-1-19.71 @ Rs. 16.30. The tenderable gain would thus 
be the dilerence between Rs. 16.30 and Rs. 14.50 per share. 

4. Similarly, tenderable gain would arise in respect of the sale transaction 
of 11-1-1972. The maching purchase during the preceding period of less than 
6 months being @ Rs. 114.50, tenderable gain would be the difference of 
Is. 15.50 and Rs. 14.50 per share. ltwill thus be seen that tenderablc gain would 
arise in respect of­

(i) a sale and a subsequent purchase in any period of less than 6 
months ; 

(ii) a purchase and subsequent sale in any period of less than 6 
months. 

5. In computing the gain some persons have adopted a rule by which the 
purchase and sale price is averaged over the 6 months period. Others have. 
for the purposes of matching transactions, adopted the first-in, lirst-out rule. 
Although these rules are used for various other purposes in business circles, 
both are in-applicable in the context of section 14. 

6. The gain made should be determined by matching the purchases at 
lowest rates against the sales at highest rates within ,the 6 month period. The 
amount recoverable under section 14 has to be calculated with respect to every 
transav:ion and represents the difference between the purchase price and the 
sale price for any purchase and sale, or sale and purchase, c within less 
than 6 months of each other, disregarding all other transactions. All such 
transactions producing profits would result in tenderable gain and any transac­
tions producing losses during the same period shall be ignored in the light of 
sub-rule (3) of rule 15 of the Securities and Exchange Rules, 1971. The 
averaging of the purchase price and the sale price during the period is not a 
correct basis of computation. What this basis would in effect do is to allow 
as off-sets losses incurred by such trading. It is the purpose of the law to 
discourage making of short-swing gains by directors, officers and 10 per cent 
holders, who stand in a fiduciary relationship with their company, through
transactions within a period of sLx-months. This treatment is designed to 
prevent conflict of interest on the part of the insider in the faithful performanca 
of his acivities. The lowest-in, highest-out rule would meet the needs of this 
statutory purpose. 

7 A view has been expressed that for the purpose of matching sales and 
purchases, the securities sold should be the same as were purchased during the 
period. This view is not correct. Securities are fungible and it would, there­
fore, not be necessary ever to show that the particular security which is sold is 

I I _1
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• .11. Anothei question raised :isas to yhether the 10 per cent holder shouldbe a 10 per ccnt holder at the time of the purchase as well as of tile sale illorder'.to attract the provisions of section :14 of the Ordinance.makes it incumbcnt on 10 'per, 
This sectiona cent holder to tender any gain madcpurchase-and-sale; or-sale-and by thepurchase, within a period of less than six months.He has, tihercforc, to be a tcn ir"cent owner either at the time of purchase orsalecto 'attract the provisions. of section 14. 

PART OF "iRCULAR No. 6 OF 1972AMENDMENT IN RULE 14 OF THE SECURITIES AND EXCHANGE 
RULES, 1971. 
.Thc'Atithorily has amcndcd rtilc 14 of tlie-Securitics1971 and Exchange Rulcs,vide notilicami;i No. S.R.O. 1238 (I)72. d;ted the 19th Dccember,published in the Extraordiniry Gazette 

1972 
of Pakistan dated1972. tile 21st Dccember,This circular aims at explanining the change made by tile amendment inthe following paragraphs for the guidance of all concerned 

Rile 14 .- (a) The existing rule requiring filing of returns by insiders inForm -IV-has been substituted by rulea new rule. Under the newinsiders (viz.,. directors,. o*fficers and benefidal owners, directly orindirectly, of more than ten per cent of any class of the equitysecurities of an issuer) will be required to file in the revised Form IVreturns of the beneficial ownership whenever they acquire the sharesand thereafter whenever there is a change in the holdings.
(b) The new rule also requires that particulars of change of beneficialownership of insiders who have previously fded a return .in Form IVor who are required to file such return under the rules shall befiled in Form IVA. The. return showing particulars of changebeneficial ow'nersh'ip Form IVA is 

of 
to be filed within 15 days oftfie date of each change.

2. It will be noted that tinder the new Rule 14 two types of forms have
been prescribed, namely

() Form If.-For 

-

reporting the beneficial ownership of an insider. 
.or(b). Form .1V.--- reporting a. change in .beneficial. ownership byvirtue of a purchase, sale, gift, receipt of bonus or right, or other-Wise to be filed, within fifteen days of every such change.

'3. The Authority has so iar ta!ccn a lenient
the fOng of such 

view of*delays and defaults in'eturns!"' Now, that the cause of this grievance'has been removcd:1y l"he new rule; it ha b uejdccided that delays and defaults hal in future. bedr-alt with*tenly. raider h61A, All cinicernej;, wte threfoie, advsdto file tie
rc:urns under the 
new rule within time. 

11
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ie one which was purchased. Purchases and sales would be matchable so 
long as the securities involved in'he purchase and sale are of the same class. 

8. The following example relative to a six month period will illustra:.­
what has been stated in the preceding paragraphs:-

No. of shares No. of shares 
Date 

Purchase price Sales price 

28-2-71 .. .. .. 200114.80 

7-3-71 .. .. .. 100/15 20 

15-3-71 .. .. .. 100/15 00 

10-4-71 .. .. . - 100/15.70 

15-5-71 .. .. ..- 100115.15 

3-6-71 .. .. .. - 100115.10 

31-7-71 .. .. .. 100/15 00 

9. As earlier noted, purchases at lowest prices. are matched with sales at 
highest prices during the period. Transactions which are once matched are 
cancelled and do not re-enter the computation. Thus the purchase of 200 
shares @ Rs. 14.30 per share on 28-2-1971 will be matched wi:h the sale of 
100 shares .@ Rs. 15.70 per share on 10-4-1971 and another 100 shares @ 
Rs. 15i15 per share on 15-5-1971. The resulting gain would be Rs. 125 
(Rs. 3085 minus Rs. 2960). Next, the purchase of 100 shares @ Rs. 15.00 on 
15-3-1971, will be mached with the sale of 100 shares @ Rs. 15.10 on 3-6-1971. 
The resulting gain in this. case would be Rs. 0.10, per shares .(Rs. 15.10 minus 
Rs. 15.00). The remaining sale transaction @ Rs. 15.00 on 31-7-1971 will then 
be matched with the purchase @ Rs. 15.20 on 7-3-1971. This will not result in 
any gain and will, therefore, be ignored. 

10. Whether ownership of a share has been the result of a "purchase" 
operation or otherwise would depend on the facts of each case. . Bonus shares 
distribwted by an issuer to its shareholders would not be a purchase for the 
purposes of section 14. Similarly no purchase would bc involved in the mere 
offer by an issuer to the existing shareholders for right shares. The sale of the 
offer of an allotment letter of "right" shares would be ignored for the purpose 
of determining and tenderable gain. But the acceptance of the offer of 

right" and subsequent acquisition of shares would. obviously constitute a 
purchase. Purchase of "right" allotment letters from the market would also 
be " purchaso" of equity securities for the purposes of section '14, 
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CIRCULAR No.FILING OF RETURNs 	 2 OF 1973
WITH THE CORPORATE LAW AUTHORITYIt has been noticed that returns requiredExchange 

are 
Rules by the companies 

to be filed under the Securities andtled belatedly on or their directors 
at the time 

the plea that the concerned director 
or prhicipal shareholdersthe return 	 waswas due to be filed. 	

out of the country
previous 	 This Authoritycases condoned 	 has in all suchthe late filing of the returns. 

holder,2.asIt is the duty of the company or the director orcd under the. Rules. 	 the principal share-Failure 

the case may be, to 
to 
arrange to file the 	returns within the time prescrib­the excuse that 

file 	the returns withina director 	 time is penalizeablewa.s abroad 	 andiintenable. 	 atIn future, therefore, 
the time of filing of the returnit has 	 isgranted 	 been decidedby this Authority 	 that extensionsfor filing 	 will notdirector 	 returns on the behas gone 	 excuseabroad. Returns that 	 the concernedwhichPunitive 	 are receivedprovisions 	 late willof the 	 attract theabroad, 	 law. Wherehe should 	 a director of theinvariably companymake arrangements proceedstime which become due during the period 

for filing the returns withinof his absence abroad. 

CIRCULAR No. 2 OF 1974RETURN OF BENEFICIAL,UNDER 	 OWNERSHIPSECrION 12 	 REQUIRED
ORDINANCE, OF THE SECURITIES AND

TO BE FILED11969 AND 	 EXCHANGE
14 OFEXCHANGE RULES, 

RULE THE SECURITIES19 7 1-CLARIFICATIONS 	 AND 
REGARDING.

Attention is invited
Exchange 	 to the provisionsOrdinance, 	 of section1969 which require 12 of the Securities andcertain persons
pertaining 	 to file such returnsto their beneficialbe ptescribed. 	 ownership in such formClarificationSection "file the 

of the 	 persons upon whom
and at such times as mayreturn 	 duty iscast bhas already 	 thisNo. 	 been issuedI of 1971. 	 vide this Authorith'To report, the following 	 ilar persons are required to file.returns	 the 

(i) 	 any director Of the issuer who is 
or has been the beneficial
aniy class 	 owner ofof its listed equity securities.
0i) any officer of the issuer (the expression
to include 	 "officer"the managing agents, 	
has been defined 

manager, secretaryof the issuer and any other person who by virt 
or accountant 

be in possession 	 ofof any material information with 
his office may
t aid to theafairs of the. issuer), who is or has been the beueficia Dwfer of anyclass of its listed equity securities; and 

QE.T AV .ALA.E
COrly 
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(iii) any personthamor who is, directly. or. indirbcdy,ofayciai thet1e beneficialmore than benfiir Owneroweer c
ant 10 perissuer.. cent of anyclss 

, 
of the 

.. 
listed 
; f equity securities of.' 

2. 'Fhe for, 
to be filed with 

of tIle various returns atwich 'the returns have'and thc timcs ai 'this Autthority have been prescribed by rule 14 ofand Exchange Rules, 1971. the Securities
• r 1 of the S 

3. Inspite of earlier clarificatios
officers arc not r'eqtired 

a View seemsto persist that directorsito ile the returnshold more of beneficial, ownership unless theythan 10 per cent of thewhich they are listed equity securities ofthe directors officers the compay ofThis.already is an. erroneousbeen explained i view. As. hasLthis Authority's Circular No.. .1 of 1971,officer has to file the a directorlreturn if he beneficially owns even one share. 
4. Certain cases have come to this Authority's. noticddo not beneficially whereown the directorsany shares in the company but.are directors by virtue of

tile holdings of tird parties. I, such situationshave been filing the returns 
some' of the nominee directorsstating, in columnrepresent 5.the beneficial ownership of 

,n(b)f om IV, that theyficial a third party. In a few cases, such bene­by a nominee director. 

owners have been filing the returns staLdng .therein that they are representedHowever, noby such directors uniform, practice is being followed eitheror such beneficialreturn. owne'rs"withregard"tIn consonance the filing of thewith the scheme' of "',.the beneficial - Ii "'" -' a responsibityf.owner to file therequisiteed form, invariably indicating 
rn Authority in' t-,.prescrib­there-in the)' ..... . .teinine direcrb.represents 111c beneficial director whoowner on the board of direct It coman 

' • • "toir 9 pc|p'man-.5. fin ' e, 
" 1 y" 

filing 
some cases where notice 'hastaV. enaa b'te :lof the return, the retur e ~ 

been't u, O.itY. for belated- taken' 'tiple ; Io. . for tethe pricess of registrati6id "-" belhoshoula-.file' the return p le Ma*'.-id
tid ere inc~~nsideronsider tha~th,*:,~sThis 'view is not correc Wa's ~ haMres,',^t,Fr" he"',. . ': ofe. rd..gthe,.. " Ofof, Ieg1.station of. rny beneficialownership, the effective date is the date of acquisitio'i- . , . , , . ,97 f-h"- agej dateofr"sare, 2-.I m ot teeeitato'$ it', "'; .... ' .,th bo. ksj .o4.-.tb.W''oP ": ' " and not' the dateYWoa T tUmees are,therefore, advised to r ,ch,rreport... in .. e•. .under rule 14 (4), withinS ir r ~sktetivi o t th , .. .1""a period of 15 days,. oft fth'::':,, .,:,"' ': actua 1.: , ,, as equireddar;o. .; . ..'/ e gislratio , ... y, ,,s'.'f~afrn'~IU, of the shares,in .' 5.. .,"I • ,,, , , U1M. the company 

. .....,,,.,r ....itec,,.;.f),. b0cgz ..SA an ie
hf
d 

, 
t u. or ri(,,8 

.;.­....b :..t; ,:.:/t ) :~u p=Otz is the', 

kb . ' ' 'I . , t X.L ( ; . l 
I / ' 
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It has been noticed that in some casesother than the return is signed by athe person someonewhose responsibility it is to filethis connection the return. Attentionis invited to inthe declarationreturn which in the prescribed Forma returnee is personally required IV of th3 
noted that the return should 

to sign. It shouli, lierefore, beinvariably he signed by theparagraph personI of this Circular whose duty it 
relc ired to in

is to file the return.8. Correspondence with tle directors is being sentaddress of the company by this Authonityconcer'ned. at thc 
correspond with 

Should, however, a directorthis Authoritj wish toat any other address, lie mna so indicate in lsaid return. 
9. It is tle experience of this Authority.11.c that Changesnot not ilied to us in the directorshipby the company. ''lhis has.infructuous correspondence in somc ases, resultedwith inthe directors who hadin the company. To obviate such 

given up their positionssituations,person ceases it is advisedto be a director that whenever aer whenever a person joinsthe change should a companybe communicated as director,to this Authority by the concerned companywithin a period of 15 days of the change taking place. 

CIRCULAR No. 1 OF 1976RETURN OF BENEFICIAL OWNERSHIP IN FORM 
MORE THAN 10 

IV '1.O BE FILED BYPER CENT SHAREHOLDERS. 
Section 12 of the Securities and Exchangedirectoroflicer of Ordinance,a company 1969 requires every"ho beneficially ownseach returns of beneficial any number of shares to fileownership as laid down in Ruleand Exchange Rules 14 of the Securities1971 [as amendment

(l)/72. dated ri'ie Notification No. S. R. 0.19th December, 123819721. Any other personindirectly beneficial who is directly oiowner of more thanof tile company is 10 per celalso required under thc 
shares of tile paid-up capitalaforementioned SectionlRule to filethese Returns regularly. 

2. It has been observed that persons who are beneficial10 per cent ownersshares of the company of more thanare not regular inIn order to ensure maximum with 
filing of the said Returns.compliance

panies are requested the legal requirements all corn­to henceforthwith furnishshareholders to this Authority, alongwithlist to be filed by thethem under RuleExchange Rules, 12 (6) of the Securities and1971, a separate
whose beneficial holding is more 

list of only those members of the companythan 10company. per cent of the paid-up capital of theThe list should contain names, addressesby each one of them 
and number of shares heldas on the date of preparation of list. 

.!;r$i:Ir'O,z:,
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CIRCULARS RELATING TO ANNUAL AND HALF YEARLY ACCOUNTS
 

CIRCULAR No. 4 OF 1973 

FURNISHING OF ANNUAL REPORT UNDER RULE 12 ( OF THE 
SECURITIES AND EXCHANGE RULES, 1971. 

Attention is invited to Rule 12 (4) of the Securities an Exchange Rules, 
1971, under whioh every issuer is required to furnish the ,mal report together 
with balance sheet and profit and loss account to shareh ers,'the Authority and 
the Stock Exchange(s) at least 14 days before the an al general meeting of the 
s haeholders is scheduled to be held. / 

2. In course of time it has been noticed at usually the issuers despatch 
the annual accounts so late that these do n reach this Authority, shareholders
and Stock Exchange(s) at least 14 days fore the scheduled date of annual 

general meeting. It has, therefore, bee eft necessary to clarify that each issuer 
is required to despatch these reports ell in time so as to reach the Authority, 
shareholdcrs and Stock Exchange(s) at least 14 days before the scheduled date 
of the annual general meeting. / 

3. Itis desired that in futu strict compliance of this rule be made, failing 
which severe penal action will taken against the defaulters. 

CIRCULAR No. 1 OF 1980 

SUBMISSION OF HALF YEARLY ACCOUNTS 

Rule 13 of the Securities and Exchange Rules, 1971 ,provides that every 
issuer shall, within two months of the close of tbe first halff its year of account, 
prepare and transmit to the stock exchange or exchanges on which its securities 
are listed, to its security holders and to the Authority rofit and Loss Account 
for, and a Balance Sheet as at the end of that h, year, wheth.r audited or 
otherwise. 

2. It has been observed that while mos of the companies tran3mnit their 
half yearly accounts in time insome cases ii ther the accounts nor the requests 
for extension are received within time. e purpose of timcly disclosure of 
financial affairs of the companies to the iareholders as well ns to the govern­
ment and the stock exchanges is lost, if ihe disclosure is not made limely. 

3. Time being the essence of th' requirement, grant of extension is not a 
casual or routine matter. Attention f all concerned is invited to para 3 of th-. 
Authority's Circular No. 5 of 1973 dated 19th December, 1973 whcrein it was 
laid down that the time for filing f the returns having been extended from on 
to two months, application for e ension shall not be entertained. 

SFS
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;4. The Authority expects that in. future strict compliance of this rule shall
bc made. 

CIRCULAR No. 4 OF 1983
 
INCORPORATION OF PATERN OF SHAREHOLDING AND THE STATE-
MENT OF CHANGES IN THE FINANCIAL POSITIONISTATEMENT

OF SOURCES AND APPLICATION. OF FUNDS-IN THE ANNUALREPORTS OF THE LISTED INSURANCE COMPANIES.
 
Section I1 (1)of 
the Securities and Exchange Ordinance, 1969 read withRule 12 (I) of the Securities and Exchange Rules, 1971, laysissuer of down that ana listed security shall furnish to the Stock Exchange(s), security holdersand to the Federal Government an annual report. whichshall includesheet, profit a balanceand loss account, changes of financial, position, statementand application or sourcesof funds statement and a,pattern, of shareholding statement.Rule 12 (2-A) lays down that the pattern of shareholding. statement includedthe annual report shall be in in" Form-A ". Ruleshall prepar., a balance 

12 (2) lays clown that an issuersheet and a profit and lossthe requirements laid down in the 
account in accordance with

Second Schedulo case of an to the Rules except in theissuer which is required to prepare a balance sheet and profit and lossaccount in a form prescribed by, iiler alia, the Insurance Act, 1938. 
From the latest annual reports published

has been noted that 
by the Insurance Companies, itmost of the companies

pattern have- not*inco-porated statement ofof shareholding and the statement of changes in financial position orso4lrccs and application of fund statement. This theyassunp:ion that the may have done on theafore-mentioned requirements areIre not- applicable to them.this connection it is clarified that the pattern of shareholding statement and 
the statemcnt of sources and application of fund orposition statement form 

the changes in financialpart of '-c Annual
exempt only from 

Report. Insurance Companies arethe requirzine. of the Second Schedule relating toparation of balance sheet and 
the pre­

tl:::rofit and loss account. They are not exempt
from the other two statements.
 

In 
 view of the above all the listed Insurance Companies areinclude the statements directed toof pattern of shareholding and ofchanges. in. the financialpositionilsources and application of funds in their annual report in- future inuccordaiicc with the afore-imlntioned provisions of law. 
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CIRCULARS RELATING TO DISCLOSURE REQUIREMENTS UNDER 
THE 2ND SCHEDULE 

CIRCULAR NO. 1 1972 

CLARIFICATION OF THE TERM " WORKING RESULTS" AS USED IN 
PARAGRAPH 7 OF PART IIl OF THE SECURITIES AND 

EXCHANGE RULES-197] 

Rule 12 of the Securities and Exchange Rules, 1971 requires that every
listed company shall prepare the annual balance sheet and profit and loss account 
in accordance with the requirements laid down in the Second Schedule. Para­
graph 7 of Part III of the said Schedule specifies that the profit and loss account 
of the company is to be drawn up as to disclose separately the manufactur­
ing, trading and operational results. In the case of an undertaking having more 
than one line of business the working results of each line of business are to be 
shown separately. 

2. Enquiries have been received requesting the Authority to clarify the 
meaning of the expression " working results " used hi paragraph 7 of Part III 
of the Second Schedule. Paragraph 7 reads as below: 

3. The profit and loss account shall be so drawn up as to disclose 
separately the manufacturing, trading and operating results. In the case of 
manufacturing concern, the cost of goods manufactured shall ;&lso be shown. 
Where an undertaking has more than one line of business the working reul~s of 
such line of business should be separately given provided the turnover of such 
line of business exceeds twenty per cent of the total turnover of tie company.
Value of items exported during the financial year shall also be shovn provided 
such value exceeds twenty per cent of the total turnover of the company. 

y.-3-. The expression "working results " has not been defined in the Securi­
ties and Exchange Rules, 1971. The correct purport of this expression has,
therefore, to be sought from the context in which it has been used. According 
to paragraph 7 a profit and loss account is required to be drawn up by every
undertaking which should disclose separately the manufacturing, trading and 
operational results. In the case of a manufacturing concern the cott of goods 
manufactured should also be shown. Where, however, an underaking
has more than one line of business the working results of each 
such line of business shobld be separately given. Clearly, therefore, 
the expression "working results " has been used synonymous with the 
expression "manufacturing, trading and operational results ". apoeiring in the 
first part of the paragraph. In the case of an undertaking having more than 
one line of business, separate manufacturiig, trading and profit and loss account 
in respect of each line of business will have to be incorportecd (provided the 
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turnover of such a line of business exceeds 20 per cent. of the total turnover) 
in tli accounts requircd to be prepared and transmitted under rule 12. Such 
a rc:tluircincnt would :so bc in conformity with the philosopy of full disclosure 
which is thc ):-.i.1 of the said rule. 

CIRCULAR NO. 1 OF 1981 

MAKING OF PRIOR YEAR ADJUSTMENT WHILE CALCULATING 
WORKERS PROFIT PARTICIPATION FUND 

Attention is invited to section 3 (1) of the Company's Profit (Workers 
Participation) Act, 1969 which read as under :­

"Pay to the fund annually at the clse of its accounting year a sum 
equivalent to two and a half per cent [subsequently enhanced to 
5 per cent by para 3 (1) of the Labour Laws Amendment Ordinance, 
19751 of its profit during such year's". 

Para 4 of the Labour Laws (Amendment) Ordinance, 1975 amends the abovc 
noted section in the following manner 

(a) 	 for the word ' pay ' the words and commas "subject to adjustments, if 
any. pay " shall be substituted ; and 

(b) 	 for the full-stop at the end a colon shall be stibstituted and there­
after the following " proviso " shall be added, namely :­

" provided that, where the accounts have been auditcd by an 
auditor appointed under section 23-B of the Industrial Relations 
Ordinance, 1969 (XXIII of 1969), the profits shall be assessed on 
the basis of such audit. ". 

The matter has been considered and in has been decided that making of 
adjustment, if any. are not conditional upon determination of the profit by an 
auditor appointed under section 23-B of Industrial Relations Ordinance, 1969 
and that it is nccessary to take into account the prior year adjustment in the 
profit and loss account while calculating the Workers Profit Participation 
Fund thereby giving necessary debit or credit to the fund as the case may be. 

Al the companies are hcreby directed to act in the manner prescribed 
above while calculating the Workers Participation Fund. 

CIRCULAR NO. 3 OF 1983 

DISCLOSURE REQUIREMENTS UNDER SECOND SCHEDULE TO THE 
SECURITIES AND EXCHANGE RESULTS, 1971 

The following guidelines are circulated for strict observance 

I. General 

Policy for accounting for deferred taxation be disclosed. 

/27
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1U. Profit and Loss Account 

(a) 	 Provision for liability deferred due to timing differences in resp"ct 

of income for the year be separately disclosed. 

(b) 	 The amount of provision in (a) above may exclude the tax effects 

of certain timing Iiffercriccs when : 

tlese timing differences %.illthere is reasonable evidence that 

not 	reverse for some considerable period (at least three years 

ahead); and
 

--	 there should also be no indication that after three years these 

timing differences are likely to reverse. 

is written back in financial(c) 	 Where provision for deferred taxation a 

year out of the provision for deferred taxation made in the previous 

years, the amount so written back be shown as a deduction from the 

gross charge for taxation in respect of the profits for the year. 

1Il. 	 Balance Sheet 

(a) Dcferred liability for taxatioP be disclosed separately as a deferred 

liability. 

(b) Where the deferred liability for taxation has not been fully provided 

for, the following shall be disclosed: 

- the extent to which the liability for deferred taxation has 

not been provided for as of the balance sheet date showing 

relating to the financial yearseparately the portion thereof 

ended on that date: and 

- the reasons for not making the full provision for deferred 

liability for taxation. 

(c) 	 It appears that for compliance with the requirerment in III (b) 

above, the total amount of deferred tax liability not provided for 

[inclusive of the tax effect oi the timing differences for which no 

provision has been made referred to in II (b) above] as of the 

the portion thereof relating to the financialbalance sheet date and 

year should be disclosed.
 

IV. Capital Reservei 

Capital reserves can broadly be categorised as 

Statutory reserves i.e. those reserves which by virtue of 

statutory provisions are not free for distribution by way of 

dividend. 
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Specilic purpose reserves i.e. those reserves which by virtue of 
the decision of the directors are not regarded for the time 
being, free for distribution as dividend. 

The retention of the second category of reserves as 'Capital reserves' is 
entirely dependent on the directors' decision and the directors can 
resolve, wherever they wish, to transfer whole or part of such reserves 
to the Profit and loss appropriation account or to revenue 
reserves. So long as the directors do not resolve so, it would 
bc appropriate to classify both the 'Specific purposes reserves 
and the 'Statutory reseves' as Capital reserves. 

It is also recommended that when the purpose for which a 'Specific 
purpose reserve' has been created by the directors is not self­

explan.tory by the discription thereof i.e. Reserve for cortin­
gencics the purpose for such reserve be briefly disclosed in the 
notes to the accounts. 

CIRCULAR No. 6 OF 1983 

ANNUAL ACCOUNTS-INFORMATIQN REGARDING PLANT 
CAPACITY, ACTUAL PRODUCTION ETC. 

Referencc is invited to sub-paragraph (vii) of paragraph 2 of Part I of the 
Second Schedule to the Securities and Exchange Rules, 1971, which lays down 
that, where determinable, the capacity ot an iidustrial unit, actual production 
and the reasons for shortfall, if any, shall normally be furnished by way of a note 
to the Annual Statement of Accounts of a company, except in a case where 
exemption is granted by ths Authority in the public interest. This is a manda­
tory provision and failure to comply with the requirements of this provision 
is liable to penal action under the Securities ane Exchange Ordinance. 

2. In case the capacity of an industrial unit is not determinable, and 
consequently the required information cannot be disclosed, this fact has to be 
clearly indicated in the notes and explanation given as to why the necessary 
compliance could not be made. In the absence of any such clarification 
stating the reasons for non-disclosure of the required information, it would be 
only natural for the Authority to presume, on part of the concerned company, 
a wilful default of the aforesaid sub-para (vii), which would render it liable to 
penal action under the Ordinance. This presumption would be justified in 
view of the fact that it has in some cases been noted that, even where the capa­
city of an industrial unit is determinable, the required information has not 
been disclosed in the statement of accounts. 
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3. All concerned are, therefore, advised that, where the capacity ofindustrial unit is determinable, rclcvanl infornation under the aforesaid 
an 

para (vii) should invariably be incoiporated in the 
sub­

notes to (he Annual State­
mienis of Accounts, where however, the information cannot be furnishedbecau,c of the capacity of an industrial unit not being determinable, this factshould hc clemly indicaled in the notes stating the reasons for non-compliancc
with Iihc requircmcents of the afforCsaid provision. 

CIRCULAR No. I OF 1984
 
CALCULAT[ION OF 
 PAYMENTS TO THE WORKERS (PROFIT) PARTI-CIFPATIIN FUND-SHOULD PAYMENTS TO WORKERS WELFARE

FUND BE DEDUCTED WHILE COMPUTING 'PROFITS'.
 
Atntion is in ited 
 to this Authority's Circular Nc. 2 of 1981 dealing with 

the above matter. 
2. The matter has becn re-examined by the Federal Government. It is tobe notcd ihat the Companies Profit (Workcr's Participation) Act, 1968 definesIprUli:," a, such of the " he: profits " as are defined in section 87-C, of theCompanies Act. 1913. This latter section allows deduction of all the usualworking charges. interest on loans and advances, repairs and outgoings,cleprcciati01is. bounties or subsidies rcoeived from any Government or from apublic body. etc., lor calculation of "net profits ". Payments made to theWorkejs Wcllaje Fund (constituted under the Worker's Welfare Fund( Ordinance,

1971) are nut usual working charges ; nor are they interest, or any otherdeductible item referred to in section 87-C of the Companies Act, 1913. Hence 
payments to the Workers Welfare Fund are not a deductible item for computing'"net profits ""tndcr the Companies Act, and1913, " prolits " undcr the Coin­
panics Profit Worker's Participation) Act, 1968. 

3. The Worker's Welfare Fund Ordinance, 
the Workers Welfare Fund to be treated as 

1971 allows payments made to 
an expenditure for purposes of income­tax-assessment (sub-section 7 of section 4 of the said Ordinance) alone, and not 

for any other purpose.
4. All companies are advised to keep the above clarilications in mind beforecalculating the payment to the Workers (Profit) Participation Fund. 

5. With the issuance of this Circular this Authority's earlier Circular No. 2 
of J981 .sands with-drawn. 

"
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CIRCULARS RELATING TO SHARES REGISTERED IN TIE NAMES OF
 

SHAREHOLDERS BELONGING TO BANGLADESH 

CIRCULAR No. 2 OF 1972 

('HANGI-OF ADDRESS OF Si-iAREHOLDERS. REGISTRATION OF 
TRANSFER ETC. 

I ani directed to say that several references have been received iii thi', 
Auilhority ,eeking advice as to how to deal with requests received by companies 
ror change of addresses of thcir shareholders from East Pakistan to West Pakis­
tan and for registration of transfer of shares. In the context of the emergency 
and occupaliti of East ['kislan it has now been decided that the foliowing 
procedu re ,hould he adopl.:d by all listed companies in the inatter of ellccling 
change of addre,,s of stock holders, exchange of ccrtificatcs against allotment 
etc., verilication of signaltr, of transferors, registration of transfers. and trading 
in Stock l.xchangc:-

A. 	 Change of addresses.-Requests for change of addresses from East 
Pakistan to West Pakistan should be acceded to on fulfilment of the 
tollowing conditions :­

ia) 	 stock holders (excepting purdah-observing ladies) now resident 
at the place of the registered office of the company should come 
personally and sign such reqncsts in the presencc of authorised 
ollicers (iflle company. 

1h) stock holders now resident outside such place as wvcll as pttrdahi­
observing ladies resident in such place who may not wish to 
come in petson should produce a certificate from their bankers. 
or. a first class Magistrate, to the etrect that they have migrated 
from East Pakistan and are now settled in West Pakistan. Th.. 
certificate should also show the present address. 

B. Exchange of certificates against allotment letters/rentinciation 
receipts/transfer receipts.-The deliVery of the certificates against 
allotment lettersirenunciation rccciptsltransfer receipts should be 

elected, if,-

Ia) 	 the address of the stock holder has already been changed 
accordingly as at 'A above from East Pakislan to West 
Pakistan ; or 

(b) 	 thle stock holder conies in person and signs in presence of 
autiorised officers of the company; 
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(c) the stock holder who is 'low resident outside, the placeregistered of.tleollice of the company, well as'a purdah-ohserviiglady who is now 
as 

ill that place but does not wish to comeperson, produces a certificate required for change of address 
in as 

fnclitioned above. 

C. l'erificaOtiol oJ signatures oil transfer deeds.-The same procedureas applies to exchange of certificates should be followed in thcmatter of verification of signatures on transfer deeds. 
D. "ranslers.-Requests for transfer shares etc. registered inof a person the nameresident in East Pakistan to the name of another personshould not be acceded to, unless,­

(a) te address of the transferor has already been changed from'ast Pakistan to West Pakistan, or 
(b) the transferor has earlier confirmed hislher presencePakistan in Westby coming to the company in person and signihigpresence of authorised officers, 

in 
or 

(c) tile transferor has pioduced the certificate of hisiher residencein West Pakistan required for change of addressas 
mentioned 

above, or 
(d) fhe shares etc. were purchased prior to the closure of StockExchaiige on the 4th December, 1971 and the relative purchasememo duly attested by KarachijLahore Stock Exchange is pro­

duced, or 
(e) the sares etc. wvere purchased in East Pakistan prior to the4th l)eccmber, 1971 and the purchaser produces purchase menoisued by a registered broker of tie Dacca Stock Exchange orexecutes an indemnity bond, or
 
Mf) the shares etc. 
wvere purchased in private deal,a and the pur­chaser furnishes an indemnity bond. 

2. All listed companics which have:Is any sharc.s on theon tile members' registerdate of this letter bearing East Pakistani addresseslist of such shares should transmit atogethr with their respectiveSecretary, Karachi Stock 
distinctive members to theExchange and Lahore Stock Exchange.he transmitted within The list shalla fortlnight of the aforesaid date. The stock exchanges 

*:\/J3 1 ccrYj3. 



arc bciug advised, when they reopcn, to suspend trading in tile shares included 
in such liits.' As and when a changeltransfer is effccted by the company, the 
same shall b,: notified to the stock exchanges and the stock exchanges will strike 
out tile relevant shares from the list. 'hereafter tihe shares so struck out will 
Icumci iransactable in the normal manner subject to the next succeeding para­
graph)1. 

3. Whenever a Transfer Deed pernaining to any shares in respect of which 
a change of address or transfer referred to above is presented for verification 
of sigiature to the company an endorsement to the effect that a change has 
been elfected in the company's record in accordance with these instructions shall 
he imaide on the Iransrer deed under the hand of a direclor of the company. 

CIRCULAR No. 5 OF 1972 

CHANGE- OF ADDRESSES AND REGISTRATION OF TRANSFERS 

Detailed instructions were issued in this Authority's Circular No. 2 of 
1972. dated the 15th May, 1972 regarding elfecting of change of addresses of 
shareholders from East to West Pakistan anid the registration of transfers 
thereol. Since the issue of Circular No 2 many points have been raised by 
varioi, in, litu lions in relation to the aforesaid instruclions. The points have 
been considered in this Authority and the following further instructions arc 
being issued. 

2. A question has been raised whether addresses changed or transfers 
registered after 3rd December, 1971 and before the issue of Circular No. 2 of 
1972 should be cancelled. Wc are of the view that each case will have to le 

dealt with on its merit and that general instructions in this behalf cannot be 
issued. Trmsfers andjor changes of addresses validly done before the date of 
issue of the aforesaid Circular shall stand. In all olher cases the prtcedure 
laid down in the aforesaid Circular slould be followed. 

3. It has been brought ;o otir notice I1hat certain tin;ancial in,, iluitio ,i/ 

banks hold shares of companies­

6i) either in their own name, or 

(ii) in the name of one of' their hinches, or 

(iii) in their name foriIc :thccoutl of a client. 

A large number of enquiries have been received as to Ilic procdtirc Ihatl has to 
he followed in such cases. 
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4. So far as the cases of companies holding shares in theirconcerned, change own names artof address may be made if a change in the registered officcof the company has been permitted by the Controller Uf Capital Issues underthe Companies (Shifting of Registered Offices) Ordinance, 1972. 

5. lit respect of cases of the type mentioned in para 3 (ii) the questionraised is whether addresses may be changed in these cases at the request of thehead office of the financial institutionlbank. The matter has been carefullyconsidered and arcwe of the view that thesince institutionjbank is the samelegal entity, it is not material whether the shares were registered against itsbranch office or head office. There should thus be no difficulty in acceding tothe request made by head inthe ollice such cases. 

6. Where the shares arc held by the institutionibank 
a for the account ofclient the question that has been commonly asked by many companies iswhether they should accept the request of the financial institutionibankelecting forthe change of address. This question is being examined in this olliceand instructions thereon wili issue in due course. 

CIRCULAR No. 3 OF 1973 
CHANGE OF ADDRESS OF SHAREHOLDERS. REGISTRATION OF 

TRANSFER ETC. 

In this Authority's Circular No. 5 of 1972,
guidelines were 

dated 20th July, 1972 certainissued regulating the change of addresses of shareholders fromEast Pakistan to West Pakistan and the registration of transfer'in such cases.However, the procedure for effecting the change of address in respect of sharesheld by an institution bank on account of a client (who is for the time .beingnot residing jn West Pakistan) was not perscribed in that circular. The legalposition has been examined in this Authority and the following instructions 
are issued for the guidance of all. 

2. Issuing of duplicate share certificates in favour of persons residinginEast Pakistan, who will be considered as ' enemy' in view of the definition of..th tern. as given in rule 104 of the Defence of Pakistan Rules, would be in':;Contravention of rule 165 of the said Rulesfinancial dealings with enemy. 
which prohibits commercial and'L.The issuing of the certificates will surely esurc ,
frthe benefit of enemy which is not permissible in view of the'above provln'.Of tIhe 
Defence of Pakistan Rules. Moreover, the banks and institutions w4had advanced loans against these shares are not entitled to .'la'ii ' 

duplicate share certificates in the name of the shareholdres, 'wh6"pe*dgh' ­
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shares with them, as the right to have a duplicate of a share certilicate lost ol 
defaced is available only to the person in whose name the said certificate is 
issued. 

3. 1lie leagal position stated in the preceding paragraph would apply with 
equal force to all cases for effecting chnnge of addresses. registration of transfer 
and consolidation of portfolios. 

CIRCULAR No. 1 OF 1975 
REGISTRATION OF TRANSFE-R SHARES PERSONSOF BY OF FEAST 

PAKISTAN/BANGLADESIHI DOMICILE FAVOURIN OF PERSONS 
DOMICILED IN PAKISTAN. 

The Federal Government enacted law named Abandoneda as the Pro­
perties (Taking-ovcr of Management) Act, 1975 (Act XX of 1975) to take 
over and manage the property left over i Pakistan by persons domiciled in 
East Pakislan/Bangladesh. "lhc law takes effect from the 16th day of Decem­
her, 1971. The enactment provides that all property including shares of indus­
trial uit, and 1urns, investments, deposits, policies of insurance and all other 
interests and rights ii) or to or arising out or any such property left over by 
person.,, doniciled in East Pakistan//Banglaclesh shall vest in the Federal Govern­
iielnt wi,Iloin 16h Dcccniher. 1971. 

2.Io the past there was no specilic legislation on the ' ibject and case,, 
for rcgistlatit' of transfer of secirities wCrc cOMSideredldecided upon Iy the 
issuers conipanies according to the existing provisions of law governing the 
purchase aid sale of securities. With Iihc coming into force oif the Abandon­
cd Propcrlt:, (Taking over and Management) Act, 1975, in superscssimo of the 
earlier relevant laws, all securities remaining registered as on 16th December. 
1971 in the names of persons domiciled in East Pakistan/Bangladesh vest in 
the Federal Government. Any violationlcontraventioii of the law is punish­
able under section 22 of the Act. It is, therefore, incumbent upon individuals 
and other persons who have soughtlor who seeks registration of transfer of 
securities bought by them lront persons domiciled in East Pakistan/Bangladesh
 
and all companies who have since effected 
 such registration on or after 16th
 
December. 1971 
 to seek relief under section 14 of the Act from the Administra­
tor appointed by the ':ederal Government under the provisions of the Act. All 
concerned are accordingly advised to take appropriate rction a, required by
the Abandoned Properties (Taking Over of Management) Act. 1975. 

3. This supersedes the circulars Nos. 2 and 5 of 1972 issued by this 
Authority in so for as they may be in confict with the provisions of the Abandoned 
Propcrlics (Taking Over and Management) Act. 1975. 



REGISTRATION OF rRANSFER OF SHARES BY PERSONSPAKISTAN/BANGLADESH OF EAST 
DOMICILE IN FAVOUR OF PERSONSDOMICILED IN PAKISTAN, ETC. 

It has been brought to our notice that companies have not beenthe requests for registration of transfers accepting
of securities holders of which16th December, 1971 us onihad their addresses in East Pakistanname of or which stood in thea person domiciled in the former Provincethe change of address!registratioji of East Pakistan althoughof transfer was already madeinstructions laid down according toin the Circular Nor. 2 and 5 of 1972. Such refusal hascreated problems in the capital market. 

2. The m'itter has been examined and itGovernment that 
has been decided by the Federalthe securities in respect

of transfer of which change of adress~registrationwas already effected accordingly as provided for in. the Circular Nos. 2and 5 will continuerto be transactable. Companies concerned should not, th,!re­tore, refuse registralio or transfer in favour of a buyer andpanie,. are advised to 
all listed com­register transfer of shares as elaborated above. 
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PART OF CIRCULAR No.. 6 OF 1972 

AMENDMENT IN RULE 13 OF THE SECURITIES AND EXCHANGE 
RULES, 1971. 

The Authority has amnwnded rule 13 of the Securitics and Exchange Rules, 
1971 vide Notific.tion No. S. R. 0. 1238 (1)172, dated the 19th DedembW, 
1972 published in the Ex raordinary Gazette of Pakistan dated the 21st December, 
1972. lhis circular aims at explaining the change made by tile amendment in the 
following paragraph for the guidance of all concerned:-

Rule 	13.-Under the existing rule the half-yearly prolit and loss account 
anid balance sheet are required t) be transmitted to the Authority, 
tile stock exchanges and shareholders within two months of tile end 
of the hatf-year. Instances have, however, to noticecome where 
the issuers had not transmitted these accounts but have insisted that 
these had been mailed. The rule has, therefore, been amended so 
that the accounts shall be transmitted to the Authority and the stock 
exchanges under registered post. The accounts are required to be 
Iransmited to lie shareholders under cover of postal certilicate. 

CIRCULAR No. I OF 1982 

DECLARATION OF DIVIDENDS SUBJECT TO APPROVAL BY FINAN-
CIAL INSITUTIONS. 

It has been observed that some of the listed companies amnounce dividends 
but they are valid subject to approval of the financial institutions in terms of the 
loan agreements. In a number of cases such declarations have been sub­
sequently withdrawn by such companies on tile grounds of refusal by financial 
institutions. This tendency is neither desirable nor healthy for the promotion
of investment climate and for infusing conidence amongst the investing public. 
Moreover as a result of this situation sonic of the companies have created artificial 
price hike of the scrips on the stock market and manipulated the market to their 
own advantage. 

2. You are requested to cisure thai iii case your company has to obtain 
clearance of financial institutions before declaration of dividend the announce­
ment regarding dividends should not be made till the clearance has been obtained. 



CIRCULAR No. I OF 1983 

APPLICATION OF FORM "F " OF THE COMPANIES ACT, 1913 TO 
THE LISTED COMPANIES. 

By an amendmcnt made in the Securities and Exchange Rules, 1971 in 
July, 1982, the format of the Balance Sheet prescribed therein, had been done 
away with. Of late enquiries have bccn received whether Form "F" of the 
tlurd Schedule of the Companies Act, 1913 continues to be applicable to the 
listed companies or not after the said amendment. 

It is clarified that the position in this regard is that Form "F" and other 
requirements of the Companies Act, 1913 have not altered due to the said 
amendment in the Securities and Exchange Rules. Accordingly, Form "F" 
and other provisions of the Companies Act, 1913 continue to apply in the case 
of listed companies in additional to the reqoirewents of the Und Schedule of the 
Securities and Exchange Rules, 1971 as in the past. 

CIRCULAR No. 2 OF 1983 

RESPONSIBILITIES OF AUDITORS 

"he undersigned is directed to draw your attention to Rule 12 of thc 
Scctlritie; and Exchmnc 1971Rules. which inler alia, provides that­

(i) the annual report required to be furnished by an issuer of a listed 
security to the stock exchange, the security holders -and the Fdera! 
Government under section 11 of the Securities. and Exchange 
Ordinance, 1969 shall 'include a balance sheet, profit and loss 
account and statement of changes in the financial positionIstatement 
of sources and application of funds, etc. prepared in accordancp 
with 	 the requirements of the' Second Schedule.to tle .sai4,: 1u~.; 
and 

(ii) 	 the said balance sheet and profit and loss account, ,etc..sbal"b. 
audited by an auditor who is a Chartered Accountani and.the .eot" 
of the auditor shall be in Form B annexed to the 'Second ScbW.lI 

Thse provisions, read in conjuction with the provisions of.-,eeibn.,18 
the Securities and Exchange Ordinance, 1969 and section 145 of the Co 
Aot, 	 191-3, inter alia, impose responsibility on the auditors 'in relation t' 
accounts statements and require themto state the factual poiti6ft in' 14* 
various matters referred to in their report after due verificaio. In: ' _ 
the duties of auditors require that they should bring out any inaccuracie,' 
comings or disregard of the requirements in clear terms and state raon,' 

r 	 P''it" 
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qualification or negative answer in this respect in their own report. Mere
reference to any note or notes appended to the accounts can hardly be consider­ed 'as adequate. This applies to the contents of the balancc sheet, profit and
loss account and statement of changes in financial positionfstatement of sources
and application of funds as whichalso the notes form part thereof. Needless toadd that any lapse in this regard on the part of any person, more so on the 
part of auditors who, by virtue of their profession and office, have special
ponsibilities in relation to 

res­
company accounts come in the mischief of sections 18and 22 of the Securities and Exchange Ordinance, 1969 besides section 145 ofthe Companies Act, 1913 and professional codes applicable to them. The

Authority is, thcrefore, required to take cognisance of such lapses. 

3. While bringing the abuve position to your notice, this Authority has no
doubt that the auditors shall discharge their legal and professional responsibilities
in regard to company accounts in an un-exceptionable manner and thatensure 
no disregard thereof takes place that could warrant action as alluded to above. 

CIRCULAR No. 5 OF 1983 
EXTENSION IN THE FORPERIOD HOLDING ANNUAL GENERAL 

MEETINGS AND ISSUING AUDITED ACCOUNTS. 

Attention is invited to rule 12 (4) of the Securities and Exchange Rules,1971 under which every issuer is required to furnish, at least '14 days before its
annual general meeting, the annual report (including the audited balance sheet
and the profit and loss account) to its shareholders, to the Corporate Law 
Authority, and to thc Stock Exchange(s). 

2. It has been observed that, when issuers seek, from the Stock Exchanges,
or (pursuant to section 131 of the Companies Act) from the Registrar, Joint
Stock Companies, extensions of time, they usually do not endorse copies thereofto the Corporate Law Authority. This results in the Authority remaining in
the dark about the likely delay in the circulation of annual accounts and holding 
of annual general meetings. 

3. It has been decided that henceforth all issuers that seek extension
time, either from the Stock Exchange(s), 

of 
or from the Registrar, Joint Stock Com­

panies, shall invariably endorse copies of their applications to the Authority.
The Stock ExchangesRegistrar, Joint Stock Companies have been advised to
entertain requests extensionfor only if copies thereof have been so endorsed. 

PCPPI-S. 498 C.LA.-- 12-3-84-500 

. AV,'L.,. E COPY 

j36,j
 



APPENDIX B:
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ST A .Z.!:2 S O'i.[ Ea I IIj & PPC.FOS ED Appendex-A 
PROTI3SO2 ? SECURITLS & EXCH AGE 

URDI.ANCE 1969. 

EXTING TEXT. PROPOSEID TEXT. pARKS. 

2(aa) Do not exist. 2(aa) "Aaset Hna..-Enent Comp:any Defination is needed in 
means a 

vestment 
company 
schemrns 

-Which offers in-
orDamized under 

lw 
of 

to provide for frami 
rules for open-ended 

a trust indenture "i:... .hfunds. 
rodeemable securities, each of 
which represents an individual 
interest in the unit of specified
securities. 

a(kk) Do not exist. 2(kk) "Securities Depository" means Secugities Depository cc 
a company which acts as a custodian is proposed to be licen( 
of securities in connection with a the law. 
system for the central handling of 
securities iereby 
deposited within 

all securities 
the system are tre­

ated as fungible and may be transferred, 
loaned, or pledged by book-keeping on 
entryj
urities 

without p#ysical
certificates. delivery of sec­



:3[ATEMENF 

PLYIISI"N: 
SIIONIFIG EXISFING & PRCPO',ED 
LT- 3ECURIFlES & EXC:IAr-J5* 

C',DI MANCE, .1969 

i.XISTING TEXT PRCPOSED TEXT REMARKS 

2(h) 

D.res not exist. .2(a) 

"jobber" means any paeison 4h) 
eg.sged in the businessof effecting tons: cti ,ii"s 
in securities for his awn 
account, thL-_,ugh a broker 
r otLiet,,ise, but does n:,t 

inclU:.ie )fly .erson who 
tiiides inl seclritie s for 
his -:wn ,cc:.,unt, e.Lther 
individuilly or Ln some 
fiduciary capacity, .,t!ler­
wise tia n as i p ii t -if.£egulat '1Ls i,)ess; 

"Authority" means Corporate 
Law Authority. 

"Dealer or jobber" means any 

eSon engaged in the busines,of effecting transactions in 
securities for his own account, 
through a broker or otherwise,
but does not include any person 
,h. trades in securities for
his own account, either indivi­
du.1ily, otherwise than as a 
part of .:,regular business; 

Authority is being defii 
so as to substitute the 
"Central Government" wii 
word "Authority" in the 
Ord i n ince. 
De 3er is being include, 

the definition ,!ong .vi 
-­

2(h)(ii) f"1[ficer"* for the Oufp"se 
Of Chapters III, IV s;nd V 
iuclude' ran. i ng issnt, 
m njer, secrtiry, 
ec(.-untarlt. "r .ditor 9[thc issuer; 

2(h)(ii) "Officer"* for the purpose )f
Chapters III, IV and V, in 

rel.)tLon to an issuer, inc.luIas 
rnmna.qin -gents, director, 
chief executive (by whateverna1me O~Slj;UI1aed[j, manager,secretary, account3nt or audit)r 

"iDirector, chief execut 
(by whatever name desigi 

are being included ir t' 
definition. 

2(m) "Stock Exchange" me-ins any 
nrovide aY,-,.arket sr 
)r f.cLlities f)r ringing 
together buyers )nd seJ.ler 
of securities or f-r tlier-wise lie-f. rming vith t aspect 

2 (m) 

of the issuer; 

"Stock Exch..nge" means any 

organization :)r ass:ciati n 
of pesonsincorporated Under 
the Companies Ordinance 1984, 
who costitute who maintainsor provides a market place or 

It is being provided th 

orq,nization/.ssociatio 
incorporated under the 
Ordina;-e, 1984. 



SL14'I IIG iX1SIlf.,!G & PICl,'-LI) 
Iii./1. I ltL ,: sUCLi;'u FIL:S & UXCI IAt,;-

OUD[NANCI-, 1969 

EXIS'rIN iL:-.r Pi-CPG3ED TEXT RiMA;KS 

to SeCUri -5 Q f,iiC.- f ici Ii ties f -r brining 
S . .,Cky ii ,r9. , -]ether bIyeI; Ind selle rs 

tLh.it t~ra, 
ur'derst,,, 
s:ci markeL 
f :cilities. 

i "ne .ly 
,ld 1!-
*)I-)ce ir 

*)f 5ecuritip,.3 .:t for other­
vise .)e f cing vith respect 
to ':er,,rities fLnctions 
c;-. nonly perf ormzed by a Stocl,
Exc.vinge, -is that term is
generally undert:-od, and
inclides such m:cket place
-Ind f-ciliti s. 

D-e rot :-xi t, Chapter I-A 
gL2'_2ra te L,-w Authjrity 

Cnristitution 
L:3.v Authority 

:f C)rprate 
-rwvided 

Con:istitutL.,,I oF 
in the 

CLA i. 
Ordin 

(J) fhe Feder..j U)V0nLnefnt
shal L, by n:,tification in tie-)fficiail Gaz7ette, c-.-nstitutc! 

33 to give it .1 statu 
.- L-inding the : rgvisio
lneon adoptd from Corn--li n.anc,?, 1984. 

- Coro,. ite Liw Authority. 

(2) The Authority shaill 
consist of Such number ofmembers not, being less than
three, 3s the Federal Govern­
ment deems fit, to he appoin­
ted by th-)t Government by
n-otification in Lhe officiil 
(Gazet te,. 
(3) )ne )f the members sh.3J1 

be -. :-inted by the Federqjl
Government to he the Chairman 
of the Authority. 



1A.IA ,i iiII.IN3 EXISfINGPIhjOVlIQIN3 C" .3EOUbI II' L & PRC'OSiD& iXCilANFhd 

UIDINANCU, 1969 

Pfl)PULD[)X R EMAR1KS 
(4) No act or proceeding of the 
Authority shall be invalid by

r-:.son only )f the existence of
 
-; vacancy in, or defect in the

constitutin of, the Authori ty.
 

PDwers and functions of the 
Authority :­

(.)L 'Ihe Authority shall. exercise
3nd perform such powers and func­
tions as are conferr.?d on it by

or under this Ordinance or .ny

other law.
 

(2) Notwithstandi ng anything

cintained in any ether law, 
ind
without prejudice to the genera­
liLy of the foregoing provisi:ns,
the Federal Government may, byn:)tific-jti-,n in the official 
G~zette, direct that all 
or Any•)f tne powers and functions
 
conferred 
 on the Federal Govern­ment or any officer of the
 
Federal Governnent under any law

shall, subject to such limitator;,
restrictins or conditions, if
 any, .s it may from time to time

impose, be exercised or performed
 
by the Authority. 

(3) rhe Authority may, by order

in writing, direct 
 that any power 
or function of the Authority
 
referred to in sub-section (1.)
 
or sub-section 
 (2) shall, subject

to such conditions .,nd limit.aL;,ri
if any, as may be specified in the
 
order, be exercised or performed
 



S fATEMENf SiIO!INI3 EXISTI03 & PIROPOSED
 
Pli)VISION$ OF SECUIITILS & EXCHAR3d
 

CGIDINANCE, 1969
 

:...<j.l~tj rL;< f!(PROP -D r r l;XF 

by the Chai'rman of the Authority
)r by such -)ther membei or 
-)fficei of tie Auth,.)rity as may
be so specified. 

(4) The Autholity, and the menmber 
or officer referred in sub-section

(3) may, for thme purposes of a 
proceedLng or enquiry, require any 
one 

a) to produce before, and

a1alow to be examined and
 

kept by, an officer of the
 
Authority specified in thig
behalf, any books, accounts 
or other documents in the 
custody or unde r the control
 
of the person so req.juired,

being documents relating to
 
any matter the examination
 
of which may be considered 
necessary by the Authority 
or such member or officer; 
and
 

(b) to furnish to an officer
 
of the Authority specified in
 
this behalf such information
2nd documents in his prosse­
ssion relating to any matter
as may be necessary for thepurposes of the proceeding or 
e nlui ry. 

(5) The procedure of the Authority
 
shall be such may be prescribed.
 

(6) The Federal Government may

appoint such officers as it thinks
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.>t . ' n.2 t-
.,it.h.ut rf.-:].'tr-,ti-r1-.$t,.ck E~rcho~ 

.-.... ..............dr:i n- :< 

:.r:.e 

-I. 
. 

i-.>.D-,, s ,i.,t. exist. 

4(L) Am'" ,t.cl LxV:hjli,]e w},ir',n(1) 
ful[il I:ucu c-'iuij, ti, ,ns -
comiplies -.­vLh sic-i .rc' 1 uI,!­,rbe .­ment,_ -is miy he rescribedtm ensuie f,,ir dea ~iirIs ?dt. ,r )t "-"-,,, ' "-____9

T9 T -Lr J..-,s Lr *Jbe eligt.'1his . ,r.jinnce. 

D(2)(j)Uoes ri i" :--xi.-;L, 

S. 	I'IEMIL:NI"* ! K( I N 3 EXit[1',6 & PI C YSI3E , C)VI' I,)Ni3 OF IXCI &SECW I[IE IAI,GE 
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necessary Lo issist the AuL!i-riLy
in the perfirm3nce :f its duLi?s•Ind ftunOtiins under this Or ,i'Lce 
,)rd mr.iy make re.3u],ti-ns wit., 
r_2spect t) their duties. 

(7) All Officers .,nd pers.,,s 
emol/lieed in the executi, n of -hjis
,'rinince shall )bserve .3nd fi)liOw
the ,rdei, instructions ind
dijecti.,ns )f tho Authority. 

I.P-,Stock Exchinge t) ooerat- w,'ith-
out rejistrati )n-.-(L) NO .aVCk. Fxchnge..u.....-......,ne 

. . ........... . Ordin'nce. 


.'(2) he number tr stock exchings toSnu be 

he eiL.b]ished it e city 3rid he 
suit *b1ilty. s.-ll be-)f city 
decided by the Authority. 

Anj Jtock z.xchange which fulfil
such conditions .c c_ molies with 

uch requirements as may be 
~prescribed t. ensure its sustlin-
-,ble economicil vi..bjility, shill -r 
e( I .LJI! e 1.or oegi.sLr.ition uid r 

Such rr)n- 2furai.-ble 
[,a is ,nay he Pr scrihed by the 
AuthL'irity [rim tirie to time, 

Puesent s-..tion beir 
sub-secti-n 3s a' ne% 
sectio n is b-ingj in_ 

:nab-i l tn 9 ow r f .or 
lishment of i stock 
if a city hei.nj pro\ 
the .'uthority. 

For the '-irds "f.air 
tid to protect invec 

the words "its susta 
economic vi-ility"
)'ing substituted t:
the viabibility ofee.•exchange. 

Arocessin.. lot Jf documents 
)e examined in the . 
)f retistr 'tion. s 
Authorityprescribe to be pow,a fee.
 



L.-11iAN[ i'air, .. XI.liiN3 & P3XOP(3H1
;"'.j ;: .'SCURI[I ES & EXCI 1\ B31,[( ., 

10N,.\.i, 1969 

5(2) File Cend.i 1 ,Vv-rsu r,,t., . 
it is siti. fieI, ,l L 
[u:LKar i,,u. .L,,,.,Lj,,, .'..iL 

-ffl.-1/ rOl'l~idi.f Ih c';C~. Sr ,---
(i ) l1 L. tte jt.c k ... 

, ,,; .iLu 
L iiL i ); 

(1i) LhLj iL .jv.:I .. in Le 
[L . 1 Lh.th .ed" 

ic] 3 9 i L )U::[iCIidt t-s.11 it, iJe.-. i:,e 
Lthe 'L c.. . :,I, ; 

1.') [he AuLIIri ty sh3 11 :n receipt
';,-::"f in ):ipliC..-ti)rl under su*-
secLion (L), ;uhl.ish n-jtjc. :r-3"Lthe ] ic-iti:.,n ind oFford 
t~isr interested :)ers-ns n 

Lt iLy t30 ;.iti: .v ti 
.3idJU0 ) 's :r 
(i) d.,t-j, views ind comnmnent; 

Lde 
} the c: -ncLrned.p. ,l.ca-Li n; ,nd/ )f; 

(ii) .r,sl1 p .lic. Li )n for 

:x[. ting nroviji.,ns ke
suhisjij n f applic ti 
suhrnissi.n w c i t;iny t i ni e tw iic h c r e a l!bl.,Ms in m.-Iking "lecisi­
c'-nge is being mde to 
such situ-3tion in futui 

-",id e :u ,,t1 o -, Ltmni 

ill. interested p3rties. 
• 

1-r.egi s ti: i Li on. 
m 

>< 

may :, mLu c rt L icjLregis L ,i in Lo te SoExch 3nge. 
-

(h) Within ninety d i'ys :of Lhe d..teof :)ublicati-rn -A such n-tice(or within such lnger -eriod 

.-

withl the concurrence of the31',1ic-nt(s)/, the Auth..rity
after considering ill eligible
i-)!)!Lciti:cns 3nd if it is 
satisfied after such enquiry 
and fter .otining such furtherSinf-rmation 

3s it may consider 
necessary:­

(i) tl.il the Stock Exchange is 
J.,i"i'-l

Irld ; 
for regi:;t.rati-n; 

(i) L't i t -IL ulcl ')2 in lhe 

il,th.. ubli(: initerust L. 
r .'L.ar t2cc : xci i .. ; 

lr-y
Lr 

,L flt 
L-.1.n t 

C-2r tific.
We.. JLJtck 

Lu Ef fl: jI:-
Exchau1g t;_i 



., rf.[ iENT, S;I'. ''IN 23 LXI SF I!1 '"1; L~ S i 

' I 4:N3OF .-3ECUzu FicS & :XCi-IA. : 
J DIi.M'C~i, 1969 

5(3) I'.Jo n1 illc.;ti'-,n for re,.jislri- 5(3) No application f or r'. gistrati-rn P-, )visit, is being elabor 

tion shal! b.? fu,;..d exce!pt (which fulfils the requirements

afte ,.ivini the Ip.)"i.c.-rit 3nd rule s-Tr----.--thereude-r­
in .r-Frtuni'.y r heiv-,, .r. sh3 bTTercEused-ex7p-r 

:)roviding the Jp:.)lic-3nt an 
) )',r tLIily .)f be inrg he.i d. 

8(2) No busin..s.. 3iilli be tl.."'Isu- U(2) ND business shall be transactedteds : : a Redundant instrument bonuf i Lx than.,n :Stock Exchange in a security, entitlement voucher are b
a:overninent secuity ora .ther than a Gov.-rnmentbo)venuenttemenity security deleted.vorciwhichb un~us entitlement voL6 re­ is nzt listed on such Stock
 
w!ich is not iiSdL-T-jc11 5xch~ngeo

Stock ,.xch-nge.
 

9(2) Upon ieCei.t of an ap)lic- ')(2) Uo-:n receipt of the 3Pplication The word "a,n" -opearing ition under sub-sltion (1), under sub-secti:5-T), the line beinLi Istsubsttut,,the Stock Exchange may, if Stock dxchange may, if it isit is satisfied after m.ak- satisfied after making inquiry
ing inquiry :1, it miy consi- th wrd "the"..s it may consider necessary that
 
der necessary that the 
 the arplicant fulfils the condi­applicint fulfils *he condi- tions or!?scribed in this behalftiens ;)rescr ibed in this list the security f-or dealings i
behalf, lisL tle securiLy 
 the Stock Exch:Ingje.
for dealirnjs r t ie SL'.,:k
 
Exch ,-n'e.
9(3) Wthlere ;St::ck Lixclh,,ge .'[u~e:s 9(j3) Where~Stock Ec rg eue 

x1 Exch 1rlge ref The ,, )rd "the" d):earingto list i security, he to list -i security, the Auth',rilt the words "oetilbC G '.1y onnt !T y, Ler ,ntr., either oetiti:.n0en Oel-Tion iT,,1t: ~e by an ion by"
Id i thin it ,oLc ition made witin in trio substituted by the wordt e *,cL c 1A :Ljn.­ )rescrihed tie -)r 3nDirde -i,it.hin l the c, its own 

the -,ii:ht .ck i i Lt rnti n, direct the Stock Exch.,ngejs t., listl.he to list tle s'_' urity. 
sec ul i ti, 



-: 8 :-

r..\fLMENF SHNING EXISTING & PROPISEDP.1-J2%SIONS OF SECURITIES & EXCIIM.'3di .IIDIRANC., 1969 

9(U) An .. deL under sub-secti in 9(8) Ar-_iCeL under sub-section 	 fie word "upt.t" is hein.
(7) shall ra, ifolc. 	 (7) siall remain in force for inserted after tne word 
at 	 is to) a .ei J of sixty - oeriod if po sixty eys %hich "peri.-od of", so 

d..Iys "Mlic! Lhe '_'*_,III !. the Authority or, is the case p,'t-Ovide for enforcement
G.)vf'l nment ;r, T-tHi.c.;c 	 may F-e,TeStock :xch.-Inge may thef! der f )r less thanITy e,,- :L'.)ck --xch.nge extend for further periods n)t - days is well 
flLay extend for further exc,?..ding sixty d-ys at any

peri. d irt *-xceedinj sixty time.
 
daiys .t )ny tine,
 

10. Where the Central Gover nmnt,h:ivvitc rog- r--f---3 t.e---6.e' 1(.I hene the Authority, h.vingC.hjvin : F-- --	 - Eu d o Tur-o, in Substitution ofregicd to tFh nature if, -nd the wore 
if, a nd the de-aIings, in, -.,y the dealings in, any security, in plice of "a" after w. 

>I security, jc. if the w.pini'n is ")f the opinion th-t it is c-nsulting" ;nd inserti. 
th.)t it is n:css~ry of ,xr - necessiry -r exnedient in the the word "concerned" aftdient in the public inLerest nublic interest so to do, it vord "Stock Excha3nge" it 
so to.xi-, iL mIy,' -ifteL con-. may, -ifter consulting the 3, so 3s to make pro\,isisultii, -3SLock
gi in tToe gxchnech-ne 	 concerned *nd
is ue uccic 	 more clear. Moreover, st
:3 ns r e dngiving tT is'uer of uch givinD the issuer 	 le rof such 	 tution of the words "cof-	 bsecIity,h n dpprtunity !of security, an opportunity i to g!'t its security lisibeing hehard, dir ctr, e 	 direct te Ltheythe t:ck Exchanne" isxchangeo 
tL ]isot the secuT.t7 to jet 	its securit.Y lis--e-- made to place the oblig 

___ T- _& .isting on the co npa,-T F1--	 of 

http:secuT.t7


" A'TFr:r -VP 
,,(:.: 'Icr!S 

,"
OF S:C7URITIF.S 

pHOVn
1..X(:IIANGE; 

ORDIrf I.PCE, 1969 

.:"ISTI IG TFXT P',:OPOSFD T'FXT 

11. Eubnmicion of r-tk-rns 

Omitted a .1-cpealcd I y xs 

11R. -e'ir-tratJ.onof
Fallotgr FEtc. 
T.ar 

Registi :-r :,nd 

Ordinnncc, 1C!F4. 
(1 Nu pFr on shall act as rr!,irtrr 

or I.:1,1oter, by whei:rvcr- name
cj1]] ed, to un irt of. -1 or crj ty 
irtcd- or in thr rrocess of

]istinig onlesr. sch :'Crol, if
reI;,iFtEred under thji.s Oidj.r,rcc. 

(2). A person to be rli.giblc for
rf ;,.is Lt':tioi as" rciitro, r 
h-tllot-r under the Ordir (no- .hall 
rjJ~y tO the Authcrity Cor rr..t.stra­
tion 
ftuch 

on prascribed 
fee a F. may be 

Jorm Pnd pay 
pIr.-cribd. 

(3). ThE Autho-ity, if it iF soiLj Cird, 
aftrr zuch enquir'y and after 
obt,?inirn such furthrr information as it may cortirider Iccc-.snry, may
grit a certificate of rcgistration
to act as regisstrar or ollotcr. 

(L). No app]ic-.L for ati n -c:c.rhal1 
1:e ref.,.rd
appi: ant 
heard . 

except af I r ,,iving the 
m, o port: ,ity of be-ing 

UN (,* Whrre U'r Autho ity i s 0fC t1)
opinion that a re" it'r or L,.l:,ter
h, contravciend an'y i ovi-ion, or has 
otUii r, Jse ncj,..rctr(: o f:-.iJ c1 to 

iIt .JKS 

Provision 
made so 3s tD 
th registrar. 
bal 1ters und, 
'Ordin.ance. 



of (he 
th anm r 

COrdin:'nice, 
:qi 
olr 

rr';i t s 
of arny 

MInC C 01, i v c-n th1e rcwicriE~ 

rc' :-,;FLi ,i 1 .. Il for 
pcrioJ ()I- c-i rcelI 

L C 'Iji 

I : r:( C;1* 
thr yrr 7i 

t: :r or 

Ui 
Li ' 

Pl'()VjLr( 'd1:1 t the rE jt- t r 
f£fin2 1 riot hE- cancel]* r:-­ :ccnt: 
zf.ci .ji V -ru. t he re:>.'rtY :Ir. _r thie 

bL~~iJ ~ ~1trr _.i~po .~ J Ly (' Lf1-. ii:hezird . 

(G) T hr rc('.ftration rhall1 
r~vciy yettr .oli pmi i.~jt 
prescribed fee. 

be 
of 

rc,',ri rd 

12. C-ubmis5-j_(n c. -t:tc-i;r-nrts 
bericfjcijnl oviiCrrl of Flxs 
cquity !(CIIrit.jcS 

Oiiittr U .F- repcrild L-.x
CO 11p2L i r, Or lj ..t I Iii jn/ 

of 12. !:L' istration of Unclerwri Lvrs. 
-wc 

(1). No perpon !-hall21tr( 1 ritcr 
Lo a S~cui. 'y t o be 12C,~m 

Lo c 1 r 4-Cl':~ 7( ]rU 11ICh a *nersonis ieie indr thLis C(2ii~ncr 
(2) A person to be eiicpole for

registration as und -rvirjter 

P viij a, 
va EC, ir~ Io 

uric.*Y'r, riters 
U(2ij w ,!-.. 

(3). 

apply to the Au ho-rity tor 
registrition on prescribed
form arid pay suc.i fee -)s ma ybe prescribed. 

Th PAuLiority, if i.L jr. r: Fijeid
;3f:r-i tich E-rl(q ity :d *.Ctrr 

ot. ~ili~n Lluch fUr thri i r! tr; p Lion 
6z, it. n-;iy cor.5irder rnccerraI-y, i.'y
pgr-.nt a cEF-rtifjcalE of rcgi~tr-'Li--n 
to -'rt as an undErtariter. 



(I.Im&p: ..] ic;-ati -)ri for i cgji - tji , 

,.ivilnp thr 3apnljcarit iilopo
iitii- j. nfc; Ini c arc1 

(r Virrr ilic AuL.I1fitri v-' !fr 
Wd(iriz im! 1. E-rl titIdC C-1 ' iJ r r u. 
con L. ;iv ( rird Onl' rr()Vi!-jp i'': , or 
I'-FOthErlIitsr ne g) tc trd faIij1rd0or 
to conmril. '..i h E&ny r - cir± 
Of !11c 0'&i n. nce, or of zriy ni) cr,
rri. 1-.-a tionr- or ciro I,1e (rd irrc t -A 
!,ivEn Iiercu ci r, II(- J11 o j~ty 
,:,y rl rprnd t1:e re!..i t illo Col 1f-wv!( i.ii Edr p(rr od ()I cait l I lfr 

.rc,-rti nLlorz of t-ch n v'rtr 

Pi oVjded tI1 ,t t ih e r- tt 
sh .1i n. tle r;;:ncr].1 d r>.)t !Ctcr 
. ii. he tc r anIIC riu er.ri op: -oi Li ni ty

of t~ighfn~rd. 

(4The rr - it aition sha]. hr j-ri- .-,d
( very ,,(:r onraiin -fiC :_l-r d
fee_ 



* I)! rarj( np .~,?~MIIA G *I~cD~'' 

13. Prohili tion 01 Fhit s~l]i ng 13. Pivohii i.;i o f making fic; Li iuiir. ni-o,.
nd,1 it I Lipic aipp Iicatic.nr in nc~w Al F I r jfli7 rr)( 

Cornpanir~s 01 C ifn . 'C ,c 19B4 w i' ir r ii-i - t * 
Cic Li. tious ar(1N~ O ioc r. on !.!i ony oti- r'' J '1 r~1~ 

--n his 1.d-iJ. £ rha1.) r..:: r 
f j.c tL'itimO.IF: 'p')) .0:; Li. n )I' u mji
rj:r)iU-rL h in~ on r app-.] ic l-fr 

o.'ffrrcd to tic public 

(2.In care of violation Of OI'L:­
rc t'i-n(1 ), -LhE ap:-1ic:: Li n 

Motley F-1-,3l be .iablr Lo cc"'fi' on tion
by thfe Authority . 

(3). L1 roviucd Ihat no cap! ]jc;.tio; r' orey
.hall hc- cot'fjrcatc2 r c.-c't :.:ftcr 
o~iving tiE applicant anr c,-orb ov iiunLy

of i.Cing ficrd*ra 

http:tL'itimO.IF
http:icatic.nr
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1,! 1 : or, rrc~tjon: I:.:icf(or 

*i-orcrid thr i r;,i rtz ation for n 
rpcci £Acd pf-riod or cztncel thr
 
X'-istratir-ri of thr. 'rctiri Lic F
 
I CPoti tory .
 

Prvovic'Ed tha~it i-hE r rij rtrntiori f'ho 1 
ot -- w-uprric'r d or, cdlcf I Ed ,-c-­rtcx' j.ijvi rgti u rc- i I.1( -. r ci.-i I' 

;:n oppor t-mii. ty o-C 1-cjri lif ;iyr 

!l. 'ir TEy . 4it.i,11 r~ -Th;11 1 0' -yJ
r: 'r (jfn .y: -11. _)f r rr ~I~ 

M.)cLE cLIrit iCE 1i(rlo~itOr'y" !1i.3ls a 
comnpany which ;-ci ;, Cu: toclirin 
of Fr ciriti'- in cornn c ti,.n %ith 
ai :-yf'trn for Lhr crntirii I:riU 1iii 
of Sr.CC~ritirr l'.*heI ry i-.3) -cillj.tiv
d!epo:tjtri vithin the ryrir, -.rc­
treated aE fUngible' :nd u,. Y 1 
timir-frri Ed, lo :nrd, or o'Jclogcd by
book-ker ping entry vd.1thau I p~y~ cp1
dc'live'ry of r-curitic.- cc-r-ificcjtrr. 



1 

(5) 

r f!l f ' 1 1; V: J.T -'! I ! 

15. FE :'!:I a Licin of P .:j c f:F?- 1 5. 1:r 'j a A- itcf CrTr.I it 

;:L Ar'nlr-njijx "A"l f"Or considera­
Lion/a-pprnv.ai of tjji, Committee. 

'cc tion 2 1(1) 

. h Fct' Grl , -.)no) Rnri-nrfript *.'rii 1.* T r;quiry :-( 1) The Avthor!.Iy iPr-visinons whichi exisLedon motioni o2r rn rrprF-rn1;iaLi :1' of int Fry.onI cr. LIi;:m' r.i:r fi fULii m'm-b F 0Ci t I. 
itc- ow-i motion or, in prior- to enforcement ofIIL in thc ca sc ofmc nil~lEir 'f UinT the i: ! urr of Coinp-.-nis~s Ordinamnce, 198U4!' Lock I*c im or, a :iirtrdin thme cai'r at Lhc i,,rn]l-rrr or :ny 

-r cinn ty, an rc rcr- obeirrj re-introduced s-o asr ntati- of hulderr oftioJnruc ticn r,!rrtiord in c: 3tt.cr (bt).~ 
rc')t 'to provide for suo-mot-i 

an itrn prr cent or investigationson the reprei-cn Lation of the 'ttuck of theecqmi y F- ccritiFF at any time cAseF:-change or aiiy puriun in Lc ir( itAa in or 
of 

1.% ofdcr in %writing,coI:rc ana Cfcc Ird Vby ruch I.w!-ine.. or; I~zi otinn, r rmql:iiy to bf* naceotnry t i.f:r by zny a) lis LedLy oru( F in %-iili m'g, Cv;usfc an pe~napitdi c ao.i tics; and
hs1eaforcnquiry to ;ic m.rd v by ;Iny pic rclomi arioiritcd into:-

in b) vi:A.iti:)ns of section-­tIhiF 1ch-ilf into:-
17. 

a) the rii $of, or cr 21hw int.i, any'WLck a ) the affairs of ally 'Pt :cl ! ch-nerI-N:ch!iinigc; Or or of any i.-Fuer of a *tistrd
 
b) thfi I. (21 I mi 1 icilf~ r,: 
 tcmi 


I j vnrrc im: in r fi(Ii y j r 1v inny 

ri clIty 

b) 1.1mgbwzimmcsr or tiny rrtci.
i I c io ;r' m1 cl, Cix c-c t. (,I uf.. cr
- eq ill Fr clm, i ti( s Lv.- ny mtrile~rilcf a !''k I/:I.mydirrctoi or- officcr of ri 

http:Avthor!.Iy
http:Lion/a-pprnv.ai
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iiU/Ijlilj O.' rCUI*iLS" & EXCHIAuGE 
U Dl lJACz, 1969 

Li'- It, .£; Pi(5OlObd) i'LUT 1 I A R K S 

' 3 

22. Pcx:,] tv for............... -P 1 y for............... MItunt of po,li. ty i. bui:
 

....................... ir-:h ..................... :;uch euh:,nc,:d i irt . 30,O U to 
Stun no 1 :r: di _.. u lf ezce di 1n.. 100,0 R.r. 100,000. 

l. Ip, ..................... c c c....................
Pl- 0. ru1) 

Lio0n sne ction................ t;: ..................... 


Section 24(I)
 

Who:v, I. Lh, i1ons lhotvor contr:iv,.nc.'n the )rovi:sions, C--) ijtg:: s Iin... brou i t
con L," vf:ri,:," iirvi 

v.f !-c Lro n 17 ni ,l c .- i-h I,Je of !ecion 17 :h-11 uc puniihable iuf.,'u itrjil rj :.]*Ili.t. 

wi i:ii j. .. [.L :-t. Li n with fine w.,~ich m..y extend to one 

_ihichi '.-.,xL.:nd Lu t.ree y.e..ro, hundr.d thousand rupees, or with (i) JLIount of .ine it bein 

or with finc which m:-'y exdq!.-, L imprisoruncnt for a teml which from .50h,0nc0di t s.:'0,000 

-i-P iI th may extend to tlrree years or to 1 00,000. 

both. wi th bo th. 

thlirty thon .:,d 1.u_1! 
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Section 27: 

Advisory/ Cofnlv I.- - 1. , t' .].. ,veXniert t- ' ,o arg 

n -- rrt in*Jo 3SS.­,v.,,; t?.s.,,,
in carrdi e,u t . .' 
thiiS Ordiralwcie, c' ~i~j'U ,,
A.vis ory ComnitLt., c fLinU :,f
such p;ersurls "i'r inl: eL' L
3' [?ct,.ld by t!:is t,:dj ,n,,ifi1, :;I*,:-cjjl kl , J, , ', ih .,13 • -
m atre, t' ',r .a' -i ly, Li rik fit. 

.J ., r y CoITmi t . .­ [ o Fede c*a 1' a'., Il,? n u. y, f. r the purpose 
I )1h)Liflin;.g )dvice . id essistance 
.n rryin ouL t]! P,urposes of 

this Ordin'ance, constitute an 
Advisor, Committee con.-inting of 
S'snl-IS'uch p1ursons represen ting interest,; 
-­iffected by this Ordinance orh:ivinc; -ji)eci,,_j - ; .kiow2ed,;e of the
,;ubjecb-inatter th r:.eof as it may 

dord cciitr.l i., being 
reol.,ced wi ti the word 
"Federal". 

think fit. 

Section - 28 
Delegation of powl:r (1). The Cenrl 
Government may, by ticLi ,IicaLion in
the OfficiUl G:izette, direct th:,.t
all or any of its powers anrid func-
ions under this Ordinlce may,

subject to such liii L. ltions 
restrictions or conditions, if any,
as it may from time to time impor-e,
be exercises or purfoimed also by 
a.ny officer or autlori.ty subordin.-,tc
to it or speci-Ily Dppointed for 
the purposes. 

Fees - (I) There -lbe pid 
fees in rcupedt of 
matters as may be 

specified from time to time 
or as the Authority mnay direct. 

(2) All fees paid in pursuance of
this Ordinance shall be accounted
for to the Federal Government. 

Provisions fo ' 6elegti( 

of powers exist in propt
p:'rt-A-I, 1Iu.nce existin, 
text is boin..i deleted ai 
substituted for making 
no,.;isions f.h' fees. 

32-A 

Do es not exi:tbusi: 

32-A Re.--i..u tiun of ~u:iness of os isets M:nt:;ement ComDuanies.-
c Assets 1lna.einen t 

Companies -h,7l e re.ulnted in:-uch iiim, ner r,.n ina ie prescribed 

Pro isi:fn ,eing made 
emsfower the Auehority 
ru e A s. 
Companies. 
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EXI STiJ: G Z___ . Jg H* A It K S 

S'ctioT: 33Po wer to i:,k uii.1 c.: -(1) £!i. C.- 21:: : . P U.,'_, J I iiA KLiiUii 3
 
Gov riirctit w .,, !).j , , ' 
 j ' iin ( )I,,.:
o..'icinl G Iz:tt , . '( C', ) n :,.ttulj L,!rjollth owc:irryit.i out tic r : I Sub sti Liton ir beli 
O- inanee. 

L cferrd by n,"Y 0 thur nection, mnde to brin., theUhe Authority may, by no tificat.i on text.in the Of[U j:,] Gni.'/-V, mrkc rule::: -
conw:i telt with

zectioii 5(26,..f the(2) in p'arL, tl. r .-. mt,.hpr-e-judice to et ':t: o I.hc Compani e- Ordin-1ce,(:t) 'or -,i1 or ;: y -.C Uhe n tt,:.1:, which.tore. " pw..r, by th is Ordiwl.noe :'r.: to b': .:;y i:. ,pLDvide for:- pro.-:cribed b.y tie Authority; :!nd
(a) any of thtill., I. ' , i,:h (b ) lyipult to c,. y out til-ju .,:;1to be -)r : !;: j '"r"' P ::u,-i.]1' Lh. £ OP'din nce

'fo L'( :' :'.'A of c].' I *: Pr'ji drl th;it, bfi-fo'e u;,llld .(d) of "" . , c Li -' :!U CWt- ' , dr,''L'Ut te Eof Sh:li hr
1 , . 1, 15, ,[1 published by the! Au tho-ri ty in thnts

1 16 

> 32; :,mO OCfii-1 Ghze ttu for elici ting public
opinion thereon within a period of not 

> less than. fourteen dxoyi .from thc c:te
of public;: tion. 

(2) llit ' LI]u ndc uld.:' sUb-suctio(j(1) 
m::y p rovide L1h:"-t :- contrivenLion Ulc,.rco.L 
S:'.,ll be :;uni.':h bAe with a fine whiche-.xtetid to fifty thous,1d rupees uld 

m.y 

".ci'e t1he contravention is a Col tillui.l.I 
one, .,ith a furthcr fine which 1ay
Cx tend t, two thoUsaLnd 'upee2 I" '..i.rV1'
'.Hy :d~l' Lj.' Li' 0 f.ir':t du1Jri wh.ich : ieil} 
COI Itr-'.,v( . toico i t Unvu.cS 



APPENDIX C:
 

PROPOSED CHAPTER IV - A
 
INSIDER TRADING
 

(RECEIVED FROM THE CLA)
 



CHAPTER IV-A 

INSIDER TRADING 

Prohibition on stock exchange deals by insiders, etc. 

(1) No person who is.or at any time in- the preceding
 

six months has been, knowingly' connected 
with a company shall
 

deal, directly or indirectly on a stock exchange in a listed
 

security of that company if 
 he has information w.:ich he knows:­

(a) 	is not generally available; and
 

(b) 	 would, if it were so available, be likely
materially to affact the price of those 
securities.
 

(2) No person who is, or at any time in the preceding
 

six months has been, knowingly connected 
with a company shall
 

deal, directly or indirectly, on a stock exchange in any listed
 
securities of any ot.!er 
com-pany if he has informpation which 1-e 

knows • 

(a) 
is not generally available; and
 

(b) 	would, if it were so available, be likely
materially to affect the price of those 
securities; and
 

(c) 	 relates to any transaction (actual or
contemplated) involving both those companies, 
or involving one 
of them and securities of 
the other. 

Exolanation: For the 2urlose of this Part of the Ordinance; 

(A) 	 A person is connected with a com-n;any if, but 
only 	if­
a) heis an officer or employee of that comoany; o" 

b) he is a 	 relevant shareholder in the company 
or a 	related company; or
 

c) he occupies a position which may be reasonably
ex-oected to give him access, by reason of­



... o 	 2 *o.. 

i) any professional or business relationship

existing between himself 
( or his emrnloyer or 
a company of which he is a director) and that 
c6mpany or a related company; or 

ii) 	 his being anu officer or employee of a relevantshareholder in the company or a related comrpany. 

to information which is not generally available and 
is likely to include information which would , if i 
were so available, be likely materiall- t affect 
tri.re of securities of that comany or any ot.:er 
company. 

(=)	A .ersor deals in securities if (whener as
 
plncipa or agent) he buys or sels or agrees
 

to buy or sell any securities or accuires or
 
disooses ofor agrees to accuire or 
dispose of,
 
the 	 right to buy, sell or subscribe for any 

securities.
 

In this section­

" related company 7in relation to a company, means 
any 	 body corporate wnich is that comuany's
subsidiary or holding company, or a subsidiary
of that company's holding company. 

S r -tLALCOPY " 	 relevant shareholder' in relation to any company, 
means a person interested in shares comprised inthe equity share capital of that comoany of nomin 
value equal to at least ten percent of that share 
c-.rital. 

(3) 
 No terson shall, at any--- time when he is )ohibited 

s!., section (1 ) or (2) above fro.,deai-a on a stock exc:a."i~e 

in any listed securities, shall 7rocuLre an:y other :erso- tc 

deal directly or indirectly on a stock excnange in those 

securities.
 

(4) 
 No person shall, at any time when he is prohibited 

aforesaid from dealing on a stock exchange in an: listed 

securities by reason of his havin.g 
any 	infornaeicn, corinunica
 

that information to any other Derson if he knows that(erson 



or of procuring any person toother deal, on a stock exchange 

in those securities.
 

(5) The prbvisions of this section shall not pro ,bit a 

person by reason of his having any information from doing any 

particular thing if either:­

(a) he does that thing otherwise than with a view tothe making of a profit or the avoidance of a loss(whether for himself or another) by the use of tt 
information; or
 

(b) that thing consists in Lis entering into a transa 
tion in the co.,rse cf the exercise I-n good faith
 
his functions as a licquidator, receiver or truste
u
in bankruptcy. 


(6) (i) Whenever it shall appear to 
the Authority that any
 

person has violated any provision of this section or 
the rules
 

or regulations thereunder, the Authority, if it is 
satisfied 

after giving the person an opportunity of being heard that the 

contravention was wilful, by directorder that such person shal 

be liable to tender the amount of such gain to the issuer and i
 

addition pay to the Federal Goverrament by way of penalty such s
 

not exceeding three times the profit gained or 
loss avoided as
 

result of such contravention.
 

(ii) Any sum directed to be 
Daid under clause (i) shall be 

recoverable as an arrear of land revenue. 

,,
fhsr AVA,I ,L-,~...... 
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Sub:-	 AMENDMENT TO BE INCORPORATED IN SECURITIES AND
EXCHANGE ORDINANCE TO PROVIDE FOR INVESTIGATION 
OF INSI.DER TRADING. 

In section 21 in sub-.section(I), after new clause(c), 

a new clause (d) will be added so as to provide for investigatio 

into dealings by a director or officer of an issuer and/or a 
person having more 
than ten percent of listed securities. The
 

proposed text is:­

" (d) The dealings, business or any transaction 
in securities by a director or officer of an
issuer or a person having more than. ten percent
of listed securities of an issuer or a person in 
possession of material non-public information of 
the issuer".
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LIST OF PEOPLE INTERVIEWED
 

Corporate Law Authority 

.Mian Munit~az -kbhdjliaii 

C hair'i all 

:,lr. Rhalid lIasood 
',Iemibe ("RW 

Mr. Javed Panni
Chief Securities 

Grindlys Balk 

Mr. -\dil Ahimeo 
Area .Iari gelr 

I nterbank 

Mr. Fredrick Piecihozek 
Chief Executive 

!Trnvest.nlie il-(orporatiori of Pakistan 

Mr. Asadullan Khn,,'aja 
Deputy .arja-,ing DirecLor 

Islanabad St.ock Exc harng 

r.It.Anarmniah 16hnra 
P'esidfnt 

Jeharg irSi (Idiqii & (ompany 

Mr. Jehnfunir Siddici 
ha ir'mL­ & 

a/'.',V,:IL~qFCOPY 



Karachi Stock Exchange 

Mr. Aiif Habib
 
Presidert.
 

.i'. Sira,;uddill Cassim
 
Vice President
 
.'ler.ber i' arachi arid isianiabad Stock Exchangze
 

.i,. :,fain Issa Tai, member' Farachi Stock Exchange and former Chairman
 

MIr. Fimozuddin A. Citssim, member of ikarachi Stock 
Exchange and islamabad Stock 
Exchange Foirmer President Karach: Stock Exchange 

Khadim Bukhari & CompaDy. 

Mli. Khadrm Ali Shah Bikhiii 

Ministlry of CQoinmefrce_ 

Mt% Shamini Ahmad Khan
 
Secretary, Pakistan Investment FBoard
 

Mlinisrv ofFinance 

1r. Nasii .Ahmed
 
Joint Sec'etarvy, investnment, Finance Division
 

National Development Finance Coi:p 

MI'. ,ai u- Rehman
 
'hair-man
 

Nttiormal Investmen t. rrust CorporaLion 

:l'. Salaituddin cOuveshi
 
Chairman
 

Stte Bank of Pakistan 

>1t'. As.hraf .Jaljua
[)r-puty Gov(' rnor 

I.S.AlI. VPakistan 

Mr. Carl P. Duisberi'g 
Chief '.)O 0ff? e of Private Enterrise & Ener'gy 

9 
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PROPOSED RULES OF CONDUCT 
FOR THE MEMBERS AND EMPLOYEES OF THE
 
CORPORATE LAW AUTHORITY
 

It is recommended that the Authority establish a Code of
 
Ethics or 
a Code of Conduct setting forth standards of ethical
 
conduct required of Authority members and employees. It is also
 
recommended that every member and every employee be given a copy.of

the standards with an attached receipt which is to be signed by

each recipient to document the fact that it 
was received so that
 
those on the Authority or employed by the Authority can be held to
 
the Standards.
 
The following Receipt and Standards are recommended for Authority
 
consideration.
 

If the Authority believes that it is necessary to 
preclude

members and employees from engaging in any securities transactions,
 
item 15, 16 and 17 could be replaced by a complete prohibition on
 
securities transactions.
 



-------------------------------------------------------

-------------------- --------------------- -------

CORPORATE LAW, AUTHORT T Y 
RECETPT 

Instructions: Please complete this receipt and return it to,
 

To: 

I ac'Auw±eage receipt or a copy of the Authority's Rule regarding 
Conduct of Members and-Employees 

NAME POSITION DATE
 

2"
 



RULES OF CONDUCT FOR It rfEMVkis AND EMPLOYEES OF THE . 
CRPORT L AUTHORITY 

I LOLICY 

-TheCorporate Law 
- Authority has been entrustedprotection of the public interest with tne 
national economy. in an important area of ourIn view of the effect which Authority actionmay have on the general public, it is important that members and­employees of the Authority maintain high standards of honesty,
integrity, impartiality and general conduct. 
They must be
constantly aware of the need to avoid situations which might
result either in actual or apparent misconductinterest and to conduct or conflicts ofthemselves in a manner that commandsrespect and confidence.
 

For these reasons, members and-employees 
are expected to abide by
the standards of conduct set forth in this Rule.
 
In addition to this Rule, all professional persons have an
obligation to know and comply with the ethical standards of their
profession.
 

II GENERAL PROVISIONS
 

1. 
 Members and employees shall avoid any activity which
would result in or might create the appearance of:
 
(a) Using public office for private gain;
 
(b) 
Giving preferential treatment to any organisation or
 

person;
 

(c) Not being completely independent 
or impartial;
 
(d) Making Authority decisions outside official channels.
 
(e) 
Affecting adversely the confidence of the public in the
integrity of the Authority.
 

2. 
 A member or employee of the-Authority shall not engage
directly or indirectly in any personal business transaction
or private arrangement for personal profit, the opportunity
for which arises because of his or her official position or
authority, or that is based upon confidential or non-public
information which he or she gains by reason of such position
or authority.
 
3. 
 A member or employee of the Authority shall not solicit or
accept, directly or indirectly, any gift, gratuity, favour;
entertainment, loan, service, or anyother thing of
 



significant moneta 
 value from any person who has -or is
seeking to obtain, b.siness or financial relations with the
Authority, conducts activities regulated by the Authority or
has 	interests that may be substantially affected by the
performance or non-performance of the member's or
employee's official duty.
 
The preceding paragraph 
does 	 not prohibit members and employees
from­

(a) 	accepting food or refreshments, not lavish in kind,
offered free in the course of a meeting or other group
function, not connected with an inspection or

investigation;
 

(b) 	accepting items wbz-n the circumstances make 	 it clearthat family or personal relationships are the basis; 
(o) 	 accepting unsolicited promotional items such pens,aspencils, notepads, calendars, etc., of modest value;
 
(d) accepting meals or refreshments provided to all
speakers or panelists when 	participating in an
educational program or conference;
 

(e) 	accepting gifts of nominal value given to all
perticipants in an educational program.
 
4. 
 A member or employee of the Authority shall not divulge
to any unauthbrised person or release in advance of
authorisation for its release, any non-public Authority
document, or any information contained in any such documentor any other confidential information.
 

5. 	 A member or employee of the AWtharity shall not; 
(a) 
act in any official matter with respect to which thereexists a personal interest incompatible with anunbiased exercise of official judgement; 
(b) 	have direct or indirect personal, business or financialaffairs which conflict or appear to conflict with his
or her official duties and responsibilities;
 

(c) use or allow the use of Authority property of any kind,
including property leased to the Authority for otherthan officially approved activities. 
6. 
 Any publication or speech by a member or employee of
the Authority dealing with securities matters shall include
in an appropriate place or by way of a footnote a disclaimer
that the.views expressed do not necessarily reflect the
 

.4
 



views of the Authority or its staff, unless the material has
been approved by theAuthority to represent its views.
 
7. 
 A member or employee of the Authority shall not
participate, while on Authority owned or leased property, or
while on duty for the Authority in any gambling activity,
including the operation of a gambling device, in conducting
a lottery or pool, in a game for money or property, or in
selling or purchasing a number slip or ticket. 

III CONFLICTING EMPLOYMENT ACTIVITIES
 

8. 
 A member or employee of the Authority shall not have
any outside or private employment, activity or affiliation
that is incompatible with concurrent responsibilities to the
Authority. 
This includes activity which impairs the persons
mental or physical capacity to perform Authority duties and
responsibilities in an acceptable ma7njrer. 
 Any employment or
prospective employment of amemberis.or employee's spouse or
other member of his or her immediate household with an
entity the activities of which are under the jurisdiction of
the Authority must be brought to the attention of the
Authority for a decision as to whether such employment is or
would be an un-acceptable conflict of interest.
 

9. 
 A member or employee of the Authority shall not discuss
or entertain a proposal for future employment by any person
outside of government with whom he or she is personally and
substantially involved in dealings on behalf of the
Authority without the Authority's approval.
 
10. 
 An employee of the Authority may not negotiate
employment With anyone outside the Authority with whom he or
she is personally engaged in any matter for the Authority.
 
11. 
 An employee of the Authority shall not undertake to act
on behalf of the Authority in any matter that to his or her
knowledge affects in any way a person or organisation
outside the-Authority with whom he or she is discussing or
considering any proposal for future employment, except
pursuant to direction from the Authority.
 
12. 
 A member or employee of the Authority may not receive
anything of monetary value from a private source as
compensation for his or her services to the Authority.
 

5 
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IV SECURITIES REPORTING A RAN TIONS
 

.13. 
 A member or employee of the Authority shall prior -to
the time of taking office or employment make a report to the
Authority describing securities owned by him or her or a
spouse or minor child. 
An additional report of all such
holdings as of June 30, 
shall btsubmitted by September 30 of
each year. 
Every purchase or sale of any security shall be
reported to the Authcrity within 5 busines-s days of ihe

transaction date.
 

i4. 
 A member or employee of the Authority shall not have a
benefi'cial interest in any broker or dealer.
 

15.. 
 A member or employee of the Authority shall not effect
or cause to be effected any transaction in a security except
for bona fide investment purposes. Ahwemtyer or employee is
considered to have sufficient interest in the securities of
his or her spouse or minor child or other member of his or
her immediate household that such transactions must be
subject to the same limitations that apply to members and
employees.
 

16. 
 A member or employee of the Authority shall not
purchase securities on margin or borrow funds to purchase
securities unless prior approval has been granted by the
Authority.
 

17". 
 A member or employee of the Authority shall not
purchase any security of any company which to his or her
knowledge is the subject of any pending investigation or any
other action by thc Authority.
 

V INDEBTEDNESS
 

18. 
 The Authority considers the indebtedness of its members
an employees to be a matter of their own concern, however,
failure of an employee without good reason to honour debts
acknowledged by him or her to be valid may be cause for
disciplinar,.action if it reflects adversely on the
Authority.
 



APPENDIX F:
 

EXAMPLE CONFLICT OF INTEREST RULE
 
FROM INDONESIA
 

117
 



Note:
 
Amendments to this rule are being considered which would provide

for more flexibility in receiving approval from independent
 
shareholders than is provided in paragraph 2.
 
The new provisions would permit three successive meetings in which
 
to seek such approval of a majority.
 

The first meeting would require approval by a majority of at least
 
two thirds of the total independent shares.
 

The second meeting would require approval by a majority of at least
 
one-half of the total independent shares.
 

The third meeting would require BAPEPAM approval and approval of a
 
majority of the independent shares represented at the meeting.
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UNOFFICIAL TRANSLATION 

CONFLICTS OF INTEREST ON CERTAIN TRANSACTIONS
 

RULE 1UMBER IX.D.1 


ATTACHMENT:
 
of BAPEPAMDecision of the Chairman 

Number : Kep-01/PM/1 9 9 3 

Date 29 January 1993 

ON TRANSACTIONS
RULE NUMBER IX.D.1: CONFLICTS OF INTEREST CERTAIN 

1. Definitions: 

has made public offering; 
a. Company means a public company that a 

is a Company in which the controiling company
b. Controlled company 

Item 441 of the
has a controlling interest as referred to in Article 1, 

as 
Ministerial Decree 1548/KMK.013/1990 regarding the Capital Market 

of the Republic of Indonesia
amended by the Ministerial Decree 

of Ministerial
Number 1199/KMK.010/1991 regarding changes the 

on the Capital Market.Decree No. 1548/K>[K.013/1990 

means the act of granting and or acquiring a Ican, 
c. Transaction 

the assets, services or securities ofusingobtaining, disposing of or 

company or" any of its controlled companies or contracting with 
a 
respect to such an act; 

between theinterest means a divergence or differenced. Conflict of 
interests of a company and its shareholders and the private,

common 
director or substantial

economic interests of a commissioner, 
as jointly. The definition of conflict

shareholder, severally wellas 
the interests o" 

of interest also includes matters which are not in 

and the public, when such transaction involves
investors 

ind when theirsubstantial shareholderscommissioners, directors or 
with the interest ot the 

personal interests may be in conflict 

company, unless provided otherwise by this rule. 

persons who receives a salary frDm a company,
e. Employee means all 

of the board of commissioners and a niembe," of the boaru 
a member 
of dirtcr.ovs. 

ISSUV'D 29 JANU!ARiY10 



UNOFFICIAL TRANSLATION 

CONFLICTS OF INTEREST ON CERTAIN TRANSACTIONS
 
RULE NUMIBER IX.D.1 


a3 of this rule, a transaction in which 
2. 	 Except as provided in paragraph 

a of or 	 substantial shareholder has conflict 
commissioner, na director a 

more 50% (fifty 	 the 
receive approval from than percent) of 

interest must 
do have conflict of interest with respect to the 

shareholders who not a 
be confirmed in the form 

transaction. The provision on such matter must 


of a notarized deed.
 

that are exempt from the requirements as referred to in 
3. 	 The transactions 


paragraph 2 of this rule, are:
 

controlled 
a. 	 Transa,_-tiors between a company and a wholly owned 

company or between wholly owned controlled companies when the 

companies consolidated;financial reports of the are 

a 	 owned controlled 
b. 	 Transactions between company and a non-wholly 

of the 	company's commissioners, directors, o? nonecompany in which 	 own shares o" nor any affiliated persons
substantial shareholders 

in the controUedif sharethe controlled company. the ownership 

company is over 50% (fifty percent), the financial report must be 

consolidated; 

company or a controlled company with an 
c. 	 Transactions involving a 


affiliated person w'en:
 

1> 	 The relationship and the type of transactions e:isted before 
relationship andthe company made a public offerin d and this 

its continuing nature was fully disclosed in the initial offering 

prospectus; OL" 

type of transactions are initiated 
2> 	 The relationship and the 

of more than 503;
after the public offering with the approval 

(fifty percent) of the company's shareholders who do not have 

a conflict of interest in the transactions. 

a company and its employees as %..ell as with 
d. 	 Transactions between 

the employees of the controlled company and transactions between 

company and i;,s employees as %%;e-l as with the 
the controlled 

on the same terms as i=:: as it is 
employees of the company 

disclosed to BAPEPA."I, -har'eholders, and all emuioyees. The 
company

transactions also inlchlde benefits provided by a or 

all employees a-zording tosame 	 terms tocontrolled company on the 
the policy cf the company as disclosed to BAPEPAM, shareholders, 

and all employee:s; 
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UNOFFICIAL TRANSLATION 

CONFLICTS OF INTEREST ON CERTAIN TRANSACTIONS
 
RULE NUMBER IX.D.1 


4. 

5. 

3. 

contrcAled e. 	 The use of any facilities provided by the company olr 
directors, and substantial shareholderscompany to commissiohers, 


who are also employees, that is directly related to their
 
accord wiLh the companyresponsibilities to the company and is in 

is submitted to BAPEPAM as information to the public ;policy that 

f. Compensation, including salary, contribution to pension funds, and 

or any other special benefits given to commissioners, directors and 
when the algregatesubstantial shareholders who are also employees 

is disclosed in periodic financial statements;of such compensation 

g. 	 Purchases of land and or houses from a commissioner, director, 

substantial shareholder or any person known by them to be 

at the 	time, in an amount less than Rp. 1 billion and .5% ofaffiliated 
the company's net asset value in conformity with the most recent 

audited financial statements. Such purchases must be in accord with 

a company policy that applies to all employees and has been 

disclosed to BAPEPAM, shareholders, and employees. Purchases in 
of Rp.which 	 there is a conflict of interest and that are in excess 

an200,000,000 (two hundred million Rupiah) should be subject to 

independent appraisal. 

A notice of a general meeting of shareholders required to approve a 

by Item 2 of this rule, must be published in attransaction not exempted 
1 (one) of them having a nationalleast 2 (two) Indonesian newspapers, 
prior to the meeting. The noticedistribution, at least 30 (thirty) days 

of this rule.must 	 include the information provided by Item 6 

as referred to in Item 4 must be submittedA copy of the published notices 
the end of the second working day after theto BAPEPA>I no later than 


publication.
 

to in Item 4 of -his 'uleThe info-mation that must be disclosed as referred 


include:
 

;1. 	 A description of the transaction, including, at leas: 

1> 	 The asseLs or ser-ices inv'olved; 

Th. ' of the transaction involved; 

ISSUED.I 	 2J JANUARY l093 



UNOFFICIAL TRANSLATION
 
INTEREST ON CERTAIN 	IRANSACTIONS
CONFLICTS OF 

RULE NUMBER IX.D.1 

theirto the transaction and 
3> The name(s) 	 of the parties 


to the company; and
relationships 

of the person(s)
4> 	 The nature of the conflict of interest 

involved in the transaction. 

designated independent 	 person (if 
b. 	 A summary report from any 


required);
 

meeting of shareholders 
c. 	 The date, time, and location of the general 

into vote on this issue,
with respect to eligibilityand a statement 

this rule;
accordance with 

for such transactions as 	opposed to 
of the 	 justificationd. 	 Explanation 

in which there 	 would be no conflict of 
other similar transaction 

interest;
 

e. 	 A summary of any expert's or consultant's report, if deemed 

by the Chairman of BAPEPAM.necessary 

important information 
f. 	 The plan and data of the company and other 


the transactions effected.
in connection with 

involving the acquisition 	or participation
7. 	 in connection with transactions 

which results in a 	 conflict of interest, 
a company of other companiesby 	 6in Item 

in addition to meeting 	 requirements as refe-red to 
the company 

comply with the 	following procedure.must also 

as asto appraise well 	 provide
1> 	 Designate an independent person 

of such acquisition or 
recommendations concerning the fairness 

participatio n. 

include the following
> 	 The announcement as required in Item 4 also 


in:ormation
 

conduct acquisition 	 of or to 
The company's plan 	 to an 

company.par.icipate in another 

I. 	 The data of the company to be acquired or I.hat. will receive 

among other things the line or
particia-ion, which includes, 

financial data.hbisiness and sum 	mary of important 

29ISSli ) . iI
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UNOFFICIAL TRANSLATION
 

CONFLICTS OF INTEREST ON CERTAIN 
TLNSACTIONS
 

RULE NUMBER IX.D.1 


c> Description of the place/address that can be contacted by 

to obtain information concerning the
in ordershareholders 

will receive pa.ticipation.company acquired or that 

the company to be acquired or which 
3> An audited financial report of 

for the last two (2) years. Should the 
will receive participation 

(2) years, the financial 
company's establishment be less than two 

Into the period of its establishment. the 
report shall be adjusted 

to conduct an acquisition or participation
the time the decisionevent of the co7!ipany isof shareholdersis made in the general meeting 

the 
more than 180 (one hundred and eigthy) days after the date of 

report of the company that 
last financial report, the interim financial 

must be audited.participationwill be acquired or receive 

that conduct divestiture,7 also applies to companiesThe provision in Item 
there is a conflict of interest.in which 

the general meeting of shareholders of the company
8. At the time of or divestiture,with the acquisition participation,in connection 

who have a conflict of interests must make a statement 
shareholders has beeninformation
clarifying that all important and relevant 

and the information is not misleading. Such information 
disclosed 

of BAPEPAM, no later than the 
must be submitted to the Chairman 


end of the second working day.
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ArTACHMEN T: 

DECISION or THE CHAIRMAN Or BAPEPAM 

NUMBER : KEP-36/PW1991 

DATE :27 JULY 1991 

RULE NUMBER V.B.I INDIVIDUAL LICE.!SI.G REQUIREMENTS FOR UNDERWRITER REPRESENTATIVE, 
BROKER-DEALER REPRESENTATIVE OR INVESTMENT ADVISOR 

INDIVIDUALS SUBJECT TO LICENSING BY THE CHAIRMAN Or BAPEPAM 

ALL EMPLOYEES Or SECURITIES COMPANIES AND ALL INDIVIDUALS WHO OPEl;rATE A BUSINESS AS AN INVESTMENT 
ADVISOR, EXCEPT THOSE PERSONS EXEMPTED By PARAGRAPH 9 OF' THIS RULE, MUST OBTAIN AN INDIVIDUAL LICENSE 
FROM THE CHAIRMAN Or BAPEPAM. 

2. 	 BASIS LICENSING
 

THE CHAIRMAN OP BAPEPAM SHALL GRANT A LICENSE 
TO AN INDIVIDUAL TO ACT AS AN UNDERWRITER REPRESENTATIVE, 
AS A BROKER-DEALER REPRESENTATIVE OR AN INVESTMENT Au VISOR, IF: 

A. THE CHAIRMAN OF BAPEPAM HAS NO REASCN TO BELIEVE THAT THE APPLICANT WILL NOT PERFORM HIS DUTIES 
FAIRLY AND HONESTLY. 

B. 	 THE APPLICANT HAS SATISFIED THE COMPETENCY REOUIREMENTS ESTABLISHED IN THIS RULE. 

C. THE APPLICANT HAS NOT BEEN DECLARED BANKRUPT AND DOES NOT HAVE SERIOUS FINANCIAL PROBLEMS THAT 
MAY JEOPARDIZE HIS ABILITY TO PERFORM HIS DUTIES FAIRLY AND HONESTLY.
 

.3. EMPLOYMENT REoUIREMENT
 

AN INDIVIDUAL WHO 
HAS RECEIVED AN INDIVIDUAL LICENSE MAY ACT AS AN UNDERWRITER REPRESENTATIVE. BROKER-
DEALER REPRESENTATIVE OR PERFORM THE FUNCTIONS OF AN INVESTMENT MANAGER ONLY IF HE IS EMPLOYED BY A 
LICENSED SECURITIES COMPANY. 

4. 	 PROHIBITION OF MULTI EMPLOYMENT 

LICENSED INDIVIDUALS MAY NOT BE EMPI.OYED BY OR ACT ON BEHALF OF MiORr THAN ONE SECURITIES COMPANY. 

5. 	 LICENsE OF INVESTMENT ADVISORS 

AN INDIVIDUAL WHO PERFORMS THE FUNCTIONS OF AN INVESTMENT MANAGER FOR A SECURITIES COMPANY MUST HAVE 
AN INDIVIDUAL LICENSE AS AN INVCSTMENT ADVISOR. 

6. 	 LICENSING OF UNDERWRITER REPRESENTATIVES 

AN INDIVIDUAL WHO IS GRANTED AN INDIVIDUAL LICENSE AS AN UNDERWRITER REPRESENTATIVE MAY ALSO ACT AS A
BROKER-DEALER REPRESENTATIVE. AN INDIVIDUAL LICENSE AS AN UNDERWRITER REPRESENTATIVE IS REOUIRED ONLY
FOR DIRECTORS AND EMPLOYEES OFA SECURITIES COMPANY WHO ARE ENGAGED IN THE NEGOTIATION OF UNDERWRITING 

CONTRACTS, 

7. 	 LIMITATION ON INVESTMENT ADVISORY ACTIVITIES UNDER CERTAIN LICENSES
 

INDIVIDUALS 
 WHO 	 HAVE BEEN GRANTED EITHER AN UNDERWRITER'S REFRZSENTATIVE OR A 	 BROKER-DEALER'S 
REPRESENTATIVE INDIVIDUAL LICENSE BUT W."IO DO NOT HAVE 	 AN INDIVIDUAL LICENSE AN INVESTMENT ADVISOR MAY
ENGAGE IN INVESTMENT ADVISORY ACTIVITIES ONLY TO THE EXTENT THAT SUCH ACTIVITY IS SOLELY INCIDENTAL TO THE
CONDUCT OF THEIR BUSINESS OP DEALING IN SECURITI-S AND NO SPECIAL COMPENSATION IS RECEIVED FOR THE 
INVESTMENT ADVISORY SERVICES. 

/7s
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8. 	 AUTOMATIC CANCELLATION OF LICENSES 

ALL INDIVIDUAL LICENSES ISSUED BY THE CHAIRMAN OF BAPEPAM, EXCEPr FOR A LICENSE AS AN IVESTMENT ADVISOR,SHALL BE AUTOMATICALLY CANCELED IF AN INDIVIDUAL IS Nor EMPLOYED BY A SECURITIES COMPANY FOR A PERIOD 
EXCEEDING 24 ITWENTY FOURI CONSECUTIVE MONTHS. 

9. 	 INDIVIDUALS EXEMPTED FROM LICENSING
 

INDIVIDUALS 
 WHOSE WORK IS LIMITED TO ANY OR ALL OF THE FOLLOWING FUNCTIONS ARE NOT REQUIRED TO BE LICENSED 
UNDER ARTICLE I OF THIS RULE: 

A. 	 INDIVIDUALS WHO WORK IN A 	 SECURITIES COMPANY WHOSE FUNCTIONS ARE SOLELY CLERICAL OR 
ADMINISTRATIVE, 

B. 	 INDIVIDUALS WHOSE CONNECTION WITH A SECURITIES COMPANY IS FOR PRESTIGE PURPOSES OR AS A 
REPRESENTATIVE OF FINANCIAL BACKERS OF THE COMPANY; 

C. 	 INDIVIDUALS ASSOCIATED WITH A SECURITIES COMPANY WHOSE FUNCTION RELATES EXCLUSIVELY TO EFFECTING
TRANSACTIONS ON A SECURITIES EXCHANGE, IN ACCORDANCE WITH THE PROCEDURES AND RULES ESTABLISHED 
BUT THE SECURITIES EXCHANGE; 

D. 	 INDIVIDUALS DEALING EXCLUSIVELY IN EXEMPT SECURITIES. 

E. 	 INDIVIDUALS ENGAGED IN NEGO)TIATING UNDERW4.,TING CONTRACTS WHO ARE NOT EMPLOYEES OF SECURITIES 
COMPANIES AND WHO ARE REGIS°ERED WITH BAPEPAM AS SUPPORTING PROFESSIONALS; 

F. 	 INDIVIDUAS. WHO ARE NOT EMPLOY "ES OF SECURITIES COMPANIES WHO PUBLISH ANALYSIS OR REPORTS ABOUT 
SECURITIES, WITHOUT SPECO4L COtIPENSATION, AND NOT AS A REGULAR BUSINESS; 

G. 	 INDIVIDUALS WHO ARE NOT EMPLOYEES OF SECURIT,'-q COMPANIES AND WHO ADVISE 15 (FIFTEEN) OR LESS
PERSONS ABOUT SECURITIES F-R A FEE, OR 16 (SIXTEEN) OR MORE PERSONS, WITHOUT SPECIAL COMPENSATION; 

H. 	 INDIVIDUALS WHO ARE NOT EMPLOYEES OF SECURITIES COMPANIES AND WHO MANAGE INVESTMENT PORTFOLIOS 
WITHOUT SPECIAL COMPENSATION, 

I. 	 EMPLOYEES OF INSURANCE COMPANIES OR PENSION FUNDS WHO MANAGE INVESTMENT PORTFOLIOS AS PART OF 
THE COMPANY'S BUSINESS; 

.j. 	 EMPLOYEES OF ORGANIZATIONS THAT PUBLI!.H REPORTS OR ANAL YSIS ABOUT SECURITIES AS BUSINESS, IF SUCH
EMPLOYEES THEMSELVES ARE NOT OFFICIALLY RESPONSIBLE FOR THE PREPARATION OF SUCH REPORTS OR
ANALYSIS, AND WORK 	UNDER THE SUPERVISION OF A PERSON WHO IS LICENSED AS AN INVESTMENT ADVISOR; 

K. 	 WRITERS WHO PUBLISH CURRENT ANALYSIS OR REPORTS ABOUT PARTICULAR SECURITIES PUBLISHED IN THE
MASS MEDiA OR IN BOOKS OF GENERAL DISTRIBUTION, UNLESS SUCH WRITERS PUBLISH RECOMMENDATIONS 
ABOUT SPECIFIC SECURITIES REGULARLY AND REPEATEDLY; 

PROFESSIONAL WRITERS THAT REGULARLY PUBLISH ARTICLES OR BOOKZ ABOUT SECURITIES AND INVESTMENT
TECHNIQUES THAT ARE GENERAL IN NATURE, WITHOUT REFERENCE, DIRECTLY OR INDIRECTLY, TO SPECIFIC
SECURITIES, OR THAT MERELY REPORT PAST SECURITIES PRICE MOVEMENTS, MARKET THAT MERELY REPORTPAST SECURITIES' PRICE MOVEMENTS. MARKET CONDITIONS, OR ACTIONS OF ISSUERS, WITHOUT MAKING CURRENT 
RECOMMENDATIONS REGARDING THE INVESTMENT MERITS OF SPECIFIC ISSUES. 

(0. BASIS FOR MEETING COMPETENCY REOUIREMENTS
 

COMPETENCY REQUIREMENTS 
 FOR GRANTING AN INDIVIDUAL LICENSE MAY BE EVALUATED ON THE BASIS OF A WRITTEN
TEST WHICH IS ADMINISTERFZr rY THE COMMITTEE OF PROFESSIONAL STANDARDS OR BY THE BOARD OF EXAMINERS
ESPECIALLY FORMED BY THE COMMITTEE OF PROFESSIONAL STA OARDS. FULFILLMENT OF COMPETENCY REOUIREMENTS
ON THE BASIS OF EXPERIENCE DEPENDS OF THE DISCRETION OF THE CHAIRMAN OF L'APEPAM. 



COMPETENCY REQUIREMENTS ON THE BASIS Or EXPERIENCE 

IN ORDER TO FULFIL THE COMPETENCY REOUIREMLNTS ON THE BASIS Or WORK EXPERIENCE AS REFERRED TO IN ARTICLE 

10 OF THIS RULE, THE PERSON MUST PRESENT PROOF OF EMPLOYMENT BY ONE OR MORE SECURITIES COMPANIES. OR 

SIMILAR COMPANIES ENGAGED IN DEALING IN SECURITIES OR MANAGING INVESTMENTS IN SECURITIES. FOR A PERIOD OF 

AT. EAST THREE YEARS. 

A. 	 SUCH WORK EXPERIENCE MAY BE IN ANY COUNTRY THAT HAS AN ACTIVE, ORGANIZED, AND REGULATED CAPITAL 

MARKET. 

B. 	 TO BE VALID FOR A SPECIFIC INDIVIDUAL LICENSE. WORK EXPERIENCE IS REQUIRED AS FOLLOWS: 

I. 	 UNDERWRITER REPRESENTATIVE : THE APPLICANT MUST HAVE AT LEAST ON& YEAR Or EXPERIENCE IN 

ORGANIZING AND MANAGING UNDERWRITING OPERATIONS. ONE YEAR OF EXPERIENCE IN SECURITIES 

ANALYSIS. AND ONE YEAR OF EXPERIENCE IN BROKER-DEALER OPERATIONS: 

2. 	 BROKER-DEALER REPRESENTATIVE: THE APPLICANT MUST HAVE AT LEAST ONE YEAR OF EXPERIENCE IN 

SECURITIES ANALYSIS, ONE YEAR OF EXPERIENCE IN BROKER-DEALER OPERATIONS, AND ONE YEAR OF 

EXPERIENCE IN SECURITIES MARKETING AND SALES: 

3. 	 INVESTMENT ADVISOR: THE APPLICANT MUST HAVE AT LEAST TWO YEARS OF EXPERIENCE IN SECURITIES 

ANALYSIS AND ONE YEAR OF EXPERIENCE IN PORTFOLIO MANAGEMENT. 

C. 	 THE APPLICANT MUST PROVIDE AN EXPLANATION OF THE EMPLOYMENT, REFERRED TO IN ARTICLE II B OF THIS 

RULE INCLUDING THE N.ME OF THE EMPLOYER, THE PERIOD OF EMPLOYMENT, THE JOB TITLE. AND A DETAILED 

DESCRIPTION OF THE APPLICANT'S RESPONSIBILITIES IN THE JOB. COPIES OF DOCUMENTARY EVIDENCE. SUCH AS 

LETTERS OF RECOMMENDATION OR PERFORMANCE EVALUATIONS. MAY BE ATTACHED. 

D. 	 THE APPLICANT MAY PROVIDE SUPPORTING INFORMATION REGARDING HIS QUALIFICATIONS FOR THE LICENSE. 

SUCH AS A PROFESSIONAL LICENSE OR AN OFFICIAL LICENSE FROM ANOTHER COUNTRY, MEMBERSHIP OF 

PROFESSIONAL ASSOCIATIONS. AWARDS. OR UNIVERSITY DEGREES. 

2. COMMITTEE OF PROF.SSIONA.l STANDARDS 

THE WRITTEN TEST REFERRED TO IN ARTICLE 10 OF THIS RULE. SHALL BE UNDER THE JURISDICTION OF A COMMITTEE 

OF PROFESSIONAL STANDARDS APPROVED BY BAPEPAhl FOR EACH TYPE OF INDIVIDUAL LICENSE. SUCH TESTS SHALL 

BE CONDUCTED AT LEAST EVERY THREE MONTHS. 

A. 	 THE COMMITTEE OF PROFESSIONAL STANDARDS FOR EACH TYPE OF INDIVIDUAL LICENSE HAS THE FOLLOWING 

TASKS AND RESPONSIBILITIES: 

1. 	 PREPARE THE CURRICULUM AND SYLLABUS FOR THE MATERIAL TO BE EXAMINED: 

2. 	 PREPARE A WRITTEN STUDY GUIDE OF ALL THE MATERIALS TO BE EXAMINED: 

3. 	 .FL'PERVISE AND ADMINISTER THE EXAMINATION SYSTEM 

B. 	 THE COMMITTEE OF PROFESSIONAL STANDARDS SHALL NOT BE AFFILIATED WITH PERSONS THAT ADMINISTER 

PROFESSIONAL TRAINING. 

C. 	 THE COMMITTEE OF PROFESSIONAL STANk..AROS SHALL REPORT TO BAPEPAM AFTER EACH EXAMINATION 

ADMINISTRATION PERIOD IS OVER. CONCERNING: 

I. 	 THE PASSING OUALIJICATIONS FOR EACH EXAMINATION; 

2. 	 THE NUMBER OF APPLICANTS EXAMINED; 

3. 	 THE NUMBER OF THOSE WHO PASS AND THE NUMBER WHO FAIL: 

4. 	 THE NUMBER or APPLICANTS WHO ARE REPEATING AN EXAMINATION. 

D. 	 THE AMOUNT OF THE EXAHINATIDOi FEE AND THE PRICE OF THE STUDY GUIDE SHAI.L BE REASONABLE AND 

SUBJECT TO APPROVAL BY BAPEPAM. 
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c. 	 EACH COMMITTEE OF PROFESSIONAL STANDARDS SHALL ALSO PREPARE A COMPETENCY PROGRAM WITH THE 
FOLLOWING STIPULATIONS. 

I. EACH PROGRAM SYLLABUS MUSTCOVERATA MINIMUM, THE PRINCIPAL LAWS AND REGULATIONS GOVERNING 
THE INDONESIAN CAPITAL MARKET: 

A. 	 THE SYLLABUS FOR COMPETENCY AS AN UNDERWRITER REPRESENTATIVE MUST INCLUDE ALL THE 
SAME 	 MATERIAL AS THE SYLLABUS FOR A BROK'.R-DEALER REPRESENTATIVE, PLUS 	 SPECIAL 
MATERIAL RELATING TO THE FUNCTIONS OF UNDERWRITING: 

TmE SYLLABUS FOR COMPETENCYB. 	 AS A BROKER-DEALER .EPRESENTATIVE MUST INCLUDE MATERIALS 
ON INVESTMENT ANALYSIS PLUS 	 MATERIALS ON THE PROCEDURES AND TECHNIQUES OF TRADING. 
SECURITIES ACCOUNTING. RULES AND OTHER REGULATIONS RELATED Td A SECURITIES 5XCHANGE 
AND BROKER-DEALER'S OPERATIONS; 

C. 	 THE SYLLABUS FOR COMPETENCY AS AN INVESTMENT ADVISOR SHALL BE DIVIDED INTO TWO MAIN 
PARTS: INVESTMENT ANALYSIS AND PORTF=OLIO MANAGEMENT; 

2. A TEXT BOOK AND TRAINING SYLLABUS CONTAINING ALL THE MATERIALS ON WHICH THE EXAMINATION Is TO
BE ADMINISTERED SHALL BE MADE AVAILABLE AT A REASONABLE COST TO ALL APPLICANTS. 

3. A 	 SSTEM FOR ADMINISTRATION OF EXAMINATIONS SHALL BE FAIR AND IMPARTIAL. 

4. A PROVISION MUST BE ESTABLISHED FOR EARY ACCC:.S TO THE TEXT BOOKS AND EXAMINATION SYSTEM BY 
ALL PERSONS WHO INTEND 	 TO BE EMPLOYED BY SECURITIES COMPANIES OPERATING IN EACH REGION. 

13. 	 DENIAL OR LIMITATION OF AN INDIVIDUAL LICENSE 

SAPEPAM MAY DENY. LIMIT. OR REVOKE, TEMPORARILY OR PERMANENTLY, AN INDIVIDUAL LICEhtL°E TO ACT AS ANINVESTMENT ADVISOR, A BROKER-DEALER REPRESENTATIVE. OR AN UNDERWRITER REPRESENTATIVE, WHEN: 

A. 	 THE INDIVIDUAL DOES NOT MEET THE ESTABLISHED OUALIFICATIONS; 

B. 	 THE INDIVIDUAL HAS ENGAGED IN UNETHICAL OR IMPROPER PROFESSIONAL CONDUCT 

C. 	 THE INDIVIDUAL HAS VIOLATED OR AIDED OR ABETTED A VIOLATION OF ANY PROVISION OF THE CAPITAL MARKET 
DECREE. 

14. 	 RIGHT OF APPEAL 

THE DECISION TO DENY. LIMIT. OR CANCEL AN INDIVIDUAL LICENSE SHALL BE TAKEN 	 ONLY AFTER BAPEPAM HAS GIVEAN OPPORTUNITY TO THE PERSON CONCERNED TO PRESENT HIS VIEW ON THE MATTER. THE INDIVIDUAL MAY APPEAL THE 
DECISION TO THE MINISTER OF FINANCE. 

15. 	 MISREPRESENTATION OF LICENSE 

No ONE MAY REPRESENT THAT AN INDIVIDUAL LICENSE GRANTED BY THE CHAIRMAN OF BAPEPAM IS IN ANY WAY ANASSURANCE BY THE GOVERNMENT AS TO THE CORRECTNESS, VALIDITY, OR USEFULNESS OF ANY ASSERTION MADE BY
SUCH LICENSEE REGARDING INVESTMENT IN SECURITIES. OR A STATEMENT THAT THE LICENSE IS ANY GUARANTEE OF THE 
HONESTY OR ETHICAL CONDUCT OF THE LICENSEE. 

16. 	 PROCEDURE OF SUBMITTING APPLICATIGN 

AN APPLICATION FOR AN INDIVIDUAL LICENSE AS AN UNDERWRITER REPRESENTATIVE. A BROKER-DEALER 
REPRESENTATIVE' OR AN INVESTMENT ADVISOR SHALL BE SUBMITTED TO THE CHAIRMAII OF BAPEPAM ON FORM V.B.I-I 
ATTACHED, IN FIVE COPIES. 

17. 	 TRANSITIONAL REOUIREMENTS 

INDIVIDUAL LICENSES f'OR UNDERWRITER REPRESENTATIVES; OROKER-DEALER REPRES NTATIVES," OR INVESTMENT
ADVISORS MAY BE GRA J(ED WITHOUT TAKING A COMPETENCY BrYMINATIOl UNTIL SUCH TIME WHEN THE FIRST TESTING
IS AVAILABLE. WITH THE STIPULATION THAT 7HE APPLICANT SHALL SUBMIT A ComPETENCY CERTIFICATE WITHIN SIX 



MONTHS AFTER EXAMINATION PROCEDURES BECOME AVAILABLE. UNLESS SUCH INDI'/IDUAL LICENSE HAS BEEN 
APPROVED ON THE BASIS OF EXPERIENCE, 

A. THOSE WHO DO NOT suBMIT A COMPE)ENCY CERTIFICATE WITHIN THE TIME"FIERIOD STATED ABOVE THEIR 
LICENSES SHALL AUTOMATICALLY BE INEFFECTIVE. 

8. 	 PERSONS THAT HAVE BEEN EMPLOYED IN ANY ACTIVITY REOUIRING AN INDIVIDUAL LICENSE UNDER THIS RULE MAY 
CONTINUE TO BE EMPLOYED THROUGH DECEMBER 4, 1991.
 

WITH THIS RULE BECOMING EFFECTIVE.
C. 	 ANY COMPANY ENGAGED IN SECURITIES AS REFERRED TO IN THE DECREE 
OF THE MINISTER OF FINANCE NUMBER: 1548/KMK.013/1990 SHALL MAKE ADJUSTMENTS TO Th,S RULE. 

18. 	 THE FORMS USED ARE AS FOLLOWS: 

A. 	 APPLICATION FOR AN INDIVIDUAL LICENSE MUST BE IN THE FORM AND WITH THE CONTENT STIPULATEb IN FORM 
V.B.A-I. 

a. 	 NOTIFICATION ON DEFICIENCIES IN AN APPLICATION FOR AN INDIVIDUAL LICENSE MUST BE IN THE FORM AND WITH 
THE CONTENT !;TIPULATLD IN FDOlM V.8.1-2. 

Q 	 THE DECISIOJN OF THE CHAIRMAN OF BAPEPAM TO GRANT AN INDIVIDUAL LICENSE MUST BE IN THE FORM AND 
WITH THE (IONTENT STIPULATED IN FORN V.B.1-3. 

0. 	 THE DECISION OF THE CHAIRMAN OF BAPEPAM TO DENY AN APPLICATION FOR AN INDIVIDUAL LICENSE MUST BE 
IN THE FORM AND WITH THE CONTENT STIPULATED IN FORM V.B.1-4, AND THE DECISION MAYBE APPEALED TO THE 
MINISTER OF FINANCE WITHIN 15 (FIFTEEN) DAYS AFTER THE DECISION HAS BEEN ISSUED. 

E. 	 THE DECISION OF THE CHAIRMAN OF BAPEPAM TO REVOKE AN INDIVIDUAL LICENSE MUST BE IN THE FORM AND 
WITH THE CONTENT STIPULATED IN FORM V.B.1-5, AND THE DECISION MAY BE APPEALED TO THE MINISTER OF 
FINANCE FIFTEEN 115) DAYS AFTER THE DECISION HAS BEEN ISSUED. 

F. 	 FORM V.A.I-6 AND THE DECISION MAY BE APPEALED TO THE MINISTER OF FINANCE WITHIN 15 IFIFTEENI DAYS 
AFTER THE DECISION HAS BEEN ISSUED. 



BROKER-DEALER REPRESENTATIVE COMPETENCY EXAMINATION 

PART I 

SYLI.ABUS 

THIS DOCUMENT CONTAINS A COMPLETE SUBJECT LISTING OF THE AREAS OF STUDY REQUIRED FOR THOSE PREPARING FOR THI 
BROKER-DEALER COMPETENCY EXAMINATION. 

THE MAJOR AREAS THAT BEWILL TESTED ARE LISTED TOGETHER WITH THE RELATIVE WEIGHING OF THESE AREAS THION 
ACTUAL EXAMINATION. 

THE EXAMINATION WILL CONSIST Or 75 MULTIPLE CHOICE OUESTIONS. ONE HOUR AND THIRTY MINUTES IS THE TIME ALLOCATEL
TO COMPLETE THE EXAMINATION. APPLICANTS MUST BRING THEIR ADMISSION TICKET TO THE EXAMINATION SITE WHERE THE)
WILL BE ASKED TO PRESENT THEIR CITIZENSHIP IDENTIFICATION. 

No PRINTED MATERIALS OF ANY KIND MAY BE TAKEN INTO THE TESTING ROOM. PAPER OR SCRAP WORK WILL BE PROVIDED.APPLICANTS SHOULD BRING A SIMPLE CALCULATOR WITHOUT A TAPE-PRINTING DEVICE OFANY KIND. THE CALCULATOR CANNO7HAVE THE ABILITY TO ENTER. STORE OR RETRIEVE ALPHA CHARACTERS [LETTERS OF THE ALPHABET). PLEASE ALSO BRING . 
PENCILS THE TEST SITE. 

THIS EXAMINATION WILL TEST FIVE MAJOR SUBJECT AREAS. THESE AREAS ARE LISTED BELOW THEWITH APPROXIMATE 
PERCENTAGE OF THE EXAMINATION THAT WILL BE DEVOTED. 

CAPITAL MARKET DECREES 
27% 

IPRESIDENTIAL DECREE No. 53 or 1990
 
DECREE OF THE MINISTER OF FINANCE 
No. 1548) 

CODE OF ETHICS 
1396 

FINANCIAL ANAL YSIS/CORPORATE FINANCE 1796 

BROKERAGE OPERATIONS AND TRADING 1096 
IKEP-OI/PM/1991) 

SECURITIES PRODUCT KNOWLEDGE 
3396 

RESULTS OF THE TEST WILL BE REPORTED BY THE PROFESSIONAL STANDARDS COMMITTEE TO ALL THOSE WHO HAVE COMPLETE 
THE EXAMINATION. 

PART II 

SAMPLE QUESTIONS 

THESE OUESTIONS ARE OFFERED AS SAMPLES ONLY. THEY WILL NOT NECESSARILY APPEAR ON THE COMPETENCY EXAMINATION
BUT ARE USED TO DEMONSTRATE SEVERAL DIFFERENT WAYS IN WHICH OUESTIONS WILL BE PRESENTED. 

EVERY EFFORT HAS BEEN MADE TO HAVE ONLY ONE CORRECT ANSWER TO EACH OUESTION. IF YOU DO NOT THINK ANY OF THE
ANSWERS IS PRECISELY CORRECT. CHOOSE THE ANSWER YOU THIS IS CLOSEST To CORRECT. 

I. A STOCW' SELLING FOR RP. 3,700 AND PAYING AN ANNUAL DIVIDEND OF RP. 260 HAS A CURRENT YIELD OF. 
APPROXIMATELY 

A. 596 

B. 696
 

C 796
 

D. 96 



2. DECLARATION OF A CASH DIVIDEND AFFECTS WHICH OF THE FOLLOWING? 

I. CURRENT ASSETS 

I/. FIXED ASSETS
 

Ill. 
 CURRENT LIABILITIES 
IV. SHAREHOLDERS' EQUITY 

A. I ONLY 
B. II AND IV ONLY 

C. Ill AND IV ONLY 
D. I. II. III AND IV 

3. TRANSACTION FEES ARE CHARGED AT THE RATE oF 

A. 196 11/100 

B. .196 11/1.000) 
C. .0196 fI/10,000) 
0. .00196 fI/100.000) 

4. A RP. /,000.000 BOND WITH A 1596 INTEREST RATE PAYS OUARTERLY INTEREST IN THE AMOUNT OF: 

A. Rp. 3,700 
B. Rp. 15.000 

C. RP 37,500 
D. RP. 150.000 

5. MONEY-MARKET INSTRUMENTS ARE GENERALLY CONSIDERED TO HAVE A MAXIMUM MATURITY OF: 

A. SIX MONTHS 

B. ONE YEAR 

C. FIVE YEARS 

D. TWELVE YEARS 

ANSWERS AND EXPLANATIONS TO SAMPLE QUESTIONS: 

I. A. CURRENT YIELD IS DERIVED BY DIVIDING A SECURITY'S ANNUAL PAYMENT BY ITS CURRENT PRICE. 260/3700 = 
7.096
 

2. C. THE DECLARATION AFFECTS CURRENT LIABILITIES 1WHICH ARE INCREASED) AND STOCKHOLDERS EoUITY IWHICH ISREDUCED). THE LATER PAYMENT c.- THE DIVIDEND WILL REDUCE CASH. CURRENT ASSETS AND TOTAL ASSETS, AND 
CURRENT LIABILITIES. 

3. B. THE TRANSACTION FEE IS 1/10 OF 196 OR .196 ARTICLE 51. KEP-OI/PM/1991 

4. C. THE ANNUAL INTEREST WOULD BE RP. 150,000 .15 X /.000,000). BUT THE QUESTION ASKED FOR THE 
OUARrERLY PAYMENT WHICH IS 1/4 OF THAT AMOUNT. 

5. B. RIGHTS HAVE A LIFE OF APPROXIMATELy ONE MONTH. WARRANTS MAY LAST 10 YEARS OR MORE. DOMESTIC BONDSHAVE MATURITIES OF FROM 5 TO 12 YEARS. FOREIGN BONDS HAVE MATURITIES OF* 30"MONEY" MARKET YEAHS OR MORE. THEIS COMPRISED OF RELATIVELY SHORT TERM DEBT OR DEBT-LIKE INSTRUMENTS HAVING MAXIMUM
MATURITIES OF ONE YEAR. THE "'CAPITAL' MARKET IS LONGER TERM 



PARr I/I 

STUDY GUIDE 

CAPITAL MARKET DECREES I2796) 

PRESIDENTIAL DECREE No. 53 Or 1990 RE CAPITAL MARKET
 

STUDENTS 
 MUST BE FAMILIAR WITH THE ENTIRE DECREE. WITH PARTICULAR EMPHASES nN.
 

CHAPTER I 
 ARTICLE I 
GENERAL PROVISIONSCHAPTER I/ - ARTICLE 2 THROUGH II CAPITAL MARKET 

SUPERVISORY AGENCY 

IBAPEPAM) 

CHAPTER IV INVESTMENT FUNDS 
CHAPTER V SECURITIES COMPANIES AND INDIVIDUAI.S 
CHAPTER IX PROHIBITED TRANSACTIONS 

MINISTERIAL DECREE Or THE REPUBLIC OF INDONESIA 
NUMBER 1548/KMK, 013/1990
 

STUDENTS SHOULD 
 BE FAMILIAR WITH THE ENTIRE DECREE. WITH PARTICULAR EMPHASES ON: 

CHAPTER I - ARTICLE I 
DEFINITIONSCHAPTER I - ARTICLES 2 THROUGH 9 AUTHORITY AND FUNCTIONS 

OF THE CAPITAL MARKET 

SUPERVISORY AGENCY 

IBAPEPAM) 

SECTION I/I RULE MAKING PROCEDURES - ARTICLE 40 THROUGH 45 

SECTION IV - REPORTING REOUIREMENTS - ARTICLE 46-47
 

CHAPTERIV 
 - INVESTMENT FUNDS - ARTICLE 51 AND S5 

SECTION 11 - LICENSING PROCEDURES - ARTICLES 53 THROUGH 56
 

SECTION 
III - MANAGEMENT AND GOVERNANCE OF LICENSED INVESTMENT FUNDS - ARTICLE 60 THI"'OUGH 70 

CHAPTER V - SECURITIES COMPANIES AND INDIVIDUALS INVOLVED IN THE SECURITIES BUSINESS -
ARTICLES 71 THROUGH 91
 

SECTION V -
 PUBLIC REGISTERS OF LICENSE HOLDERS - ARTICLES 92 AND 93 

CHAPTER VI - CAPITAL MARKET SUPPORTING INSTITUTIONS - ARTICLES 94, 99 THROUGH /05
 

PARAGRAPH II 
 - CUSTODIAN DUTIES FOR AN INVESTMENT FUND - ARTICLE 107
 

SECTION II 
 SECURITIES ADMINISTRATION AGENCIES - ARTICLES /08 THROUGH 113
 

SECTION III 
 TRUST-AGENTS - ARTICLES 114 THROUGH /20 

SECTION IV GUARANTORS - ARTICLES 121 & 1422 

CHAPTER VIII BUSINESS CONDUCT OF SECURITIES COMPANIES AND INVESTMENT ADVISORS -
ARTICLES 134 THROUGH 138
 

SECTION IV -
 CONDUCT OF SECURITIES COMPANIES ACTING AS BROKER-DEALERS - ARTICLES 146 THROUGH /55 



CODE OF ETHICS 113%) 

MINISTERIAL DECREE or THE REPUBLIC OF INDONESIA
 

NUMBER 1544/KMK. 10.3/1990
 

CHAPTER X
 

PROHIBITED SECURITIES 
 TRANSACTIONS
 

SECTION I 
 FRAUD AND DECEIT - ARTICLE 179
 

SECTION II 
 MARKET MANIPULATION - ARTICLES 180 THROUGH 186
 

SECTION 
I// FALSE OR MISLEADING OR MANIPULATIVE STATEMENTS - ARTICLES 187, 188 AND 18. 

SECTION IV INSIDER TRADING - ARTICLES 190 THROUGH 196 

SECTION V PROHIBITED OPERATIONS AND TRANSACTIONS r INVESTMENT FUNDS -

ARTICLES 197 THROUGH 202
 

FINANCIAL ANALYSIS/CORPORATE FINANCE 1179)
 

BALANCE SHEET ANALYSIS
 

CALCULATION OF: 

WORKING CAPITAL 

CURRENT RATIO
 

CAPITALIZATION RATIOS
 

BOOK VALUE
 

EFFECTON BALANCE SHEET or: 

DECLARATION or CASH DIVIDEND
 

PAYMENT 
Or CASH DIVIDEND
 
SALE AND LEASE-BACK 
 OF FIXED ASSETS AT A DISCOUNTED FROM BOOKED VALUE
 

INCOME STATEMENT ANALYSIS
 

CALCULATION Or:
 

MARGIN OF PROFIT 

EXPENSE RATION
 

CASH FLOW
 

EARNING PER SHARE
 

OTHrR FINANCIAL RATIOS 

. PAYOUT RATIO
 

. CURRENT YIELD (STOCKS AND BONDS)
 

- PRICE/EARNIPGS RATIO 
(PER)
 
. ACCRUED INTEREST ON BONDS (GENERAL CONCEPT ONLY)
 
- MEASURING INCREASE (DECREASE) IN PORTFOLIO VALUE
 

THE BASIC OF CAPITAL BUDGETING AND CASH FLOW ESTIMATES 

DISCOUNTED CASH FLOWS ANALYSIS 

RISKS ND RATES OF RETURN 

LEASE FINANCING 
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CAPITAL MANAGEMENT 

- RISK ANALYSIS AND THr'OpTIMAL CAPITAL BUDGET 
. CAPITAL STRUCTURE THEORY AND POLICY 

. DIVIDEND POLICY
 

. WORKING 
CAPITAL POLICY AND FINANCING 

- CORPORATE RESTRUCTURING 

FINANCIAL PLANNING AND CONTROL 

SOURCES OF MONEY FOR EUSINESS ACTIVITY 

COMMON AND PREFERRED STOCK AND INVESTMENT BANKING PROCESS 

LONG TERM DEBT 

CASH AND MARKETABLE SECURITIES 

ACCOUNTS RECEIVABLE AND INVENTORY 

BROKERAGE OPERATION AND TRADING 1)09)6 

TEST-TAKERS ARE RESPONSIBLE FOR THE CULL CONTENTS OF "DLCISION OF THE CHAIRMAN OF THE CAPITAL MARKETSUPERVICORY BOARD - NUMBER: KEPOI/PM/1991" 

PARTICULAR ATTENTION SHOULD BE PAID TO THE FOLLOWING: 

ARTICLE) : ROUND LOTS AND ODD LOTS
 
ARTICLE 5 
 TRADING DAYS AND HOURS 
ARTICLE 7 MARKET. LIMIT AND DISCRETIONARY ORDERS 
ARTICLE B REJECTION OF ORDERS/EFFECTIVE UNTIL CANCELED ORDERS 
ARTICLE 25 MEMBER RESPONSIBILITIES 

ARTICLE 27 : TRADE CONFIRMATIONS 

ARTICLE 29 MMAINTENANCE OF RECORDS 

ARTICLE 30 : RESPONSIBILITIES OF AN ISSUER
 

ARTICLE 31 
 : DOCUMENT RETENTION 

ARTICLE 34 : BROKER-DEALER ABSENCES 
ARTICLE 39 : TRADE SETTLEMENT 

ARTICLE 40 : DELAYED DELIVERIES 

ARTICLE 41 : DAMAGED CERTIFICATES 

ARTICLE 44 : SUBSTITUTE CERTIFICATES 

ARTICLE 45 : LOST CERTIFICATES 

ARTICLE 46 : REGISTRATION 

ARTICLES! : COMMISSIONS AND TRANSACTION FEES 

SECURITIES PRODUCT KNOWLEDGE 13396) 

- PRIMARY VS SECONDARY MARKETS 

- ACTING AS BROKER (AGENCY TRADING) VS ACTING AS DEALER [PRINCIPAL T1?ADING) 

. MARKET RISK VS. NON-SYSTEMATIC RISK 

- ARBITRAGE (GENERAL CONCEPT ONLY) 

- QUOTATIONS IBID/ASKEDI 

- RIGHTS AND WARRANTS 

- OPTIONS (DEFINITIONS OF PUTS AND CALLS ONLY) 

- MARGIN TRADING (CONCEPT ONLY) RISKS AND REWARDS 

- MEASURING MARKETS - AVERAGE AND INDEXES 



. SHORT SELLING (BASIC 	 UNDERSTANDING) RISKS AND REWARDS 

- MONEY-MARKET INSTRUMENTS 

- YIELD CURVES - NORMAL AND INVERTED 

- TECHNICAL ANALYSIS - SUPPORT IDEMAND) AND RESISTANCE (SUPPLY] 

- STOCKS 

COMMON VS PREFERRED STOCKS
 
VALUING 
 STOCK PORTFOLIOS 

RISKS AND REWARDS OF INVESTING IN COMMON STOCKS 

BONDS 

EOUITY VS DEBT SECURITIES 

COUPON RATES 

YIELD 

NOMINAL YIELD ICOUPON YIELD) 
CURRENT YIELD FOR BOTH PREMIUM AND DISCOUNT PRICES 
YIELD 	 To MATURITY (BASIC UNDERSTANDING) 

- CALLABLE BONDS 

- CONVERTIBLE ,FNOS 

ADVANTAGES AND DISADVANTAGES 

CONVERSION PRICE 

CONVERSION RATIO 
CALLABLE CONVERTIBLE BONDS 

. EFFECT OF CHANGES IN GENERAL INTEREST RATES ON SECONDARY MARKET BC L! PRICES 

. INSTITUTIONAL ACTIVITIES IN THE 	SECONDARY BOND MARKET (ACTIVE - IHA;TIVE) AND REASONS THEREFORE 

REFERENCE INTEREST RATES 

BUKU 	REFERENSI YANG DIANJURKAN UNTUK DIBACA BAGI PESERTA PERANTARA-PEDAGANG EFEK:RECOMMENDED READING LIST FOR BROKER-DEALER CANDIDATEs: 

1. 	 PERATURAN PASAR MODAL - EDISi 1992 
Penerbit: Yayasan Mitra Dana 

2. 	 PERATURAN BURSA EFEK JAKARTA
 
Penerbit: PT. Bursa Efek Jakarta
 

3. 	 KODE ETIK ANGGOTA IKATAN PIALANG EFEK JAKARTA

Penerbit: Ikatan i-alang Efek Jakarta
 

4. 	 ACCOUNTING PRINCIPLES - Last Edition
 
By: Niswonger & Fess
 
Publisher: South Western Publishing Co.
 

5. 	 INVESTMENT - 1989 Edition
 
By: Zvi Bodle, Alex Kane, Alan J. Marcus
 
Publisher: richard D. Irwin Inc.
 

6. 	 THE HANDBOOK OF FIXED INCOME SECURITIES - 3rd Edition 1991By: Frank J. Fabozzl, T.Dessa Fabozzl, Irving M. Pollak
 
.Publisher: Business One Irvin
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UNDERWRITER REPRESENTATIVE COMPETENCY EXAMINATION 

2 

PART I
 

SYLLABUS
 

THIS DOCUMENT CONTAINS A COMPLETE SUBJECT 
LISTING OF THE AREAS OF STUDY REOUIRED FOR THOSE PREPARING FOR THE 

UNDERWRITER REPRESENTATIVE COMPETENCY EXAMINATION. 

THE MAJOR AREAS THAT WILL BE TESTED ARE LISTED. TOGETHER WITH THE RELATIVE WEIGHING OF THESE AREAS ON THE 

ACTUAL EXAMINATION. 

THE EXAMINATION WILL CONSIST OF 75 MULTIPLE CHOICE QUESTIONS. ONE HOUR AND THIRTY MINUTES IS THE TIME ALLOCATED 
TO COMPLETE THE EXAMINATION. APPLICANTS MUST BRING THEIR ADMISSION TICKET TO THE EXAMINATION SITE WHERE THEY 

WILL BE ASKED TO PRESENT THEIR CITIZENSHIP IDENTIFICATION. 

No PRINTED MATERIALS OF ANY KIND MAY BE TAKEN INTO THE TESTIN, ROOM. PAPER FOR SCRAP WORK WILL BE PROVIDED. 

APPLICANTS SHOULD BRING A SIMPLE CALCULATOR WITHOUT A TA-E-PRINTING DEVICE OF ANY KIND. THE CALCULATOR CANNOT 

HAVE THE ABILITY TO ENTER, STORE OR RETRIEVE ALPHA CHARACTERS (LETTERS OF THE ALPHABET). PLEASE ALSO BRING 

2 PENCILS THE TEST SITE. 

THIS 	 EXAMINATION WILL TEST SIX MAJOR SUBJECT AREAS. THESE AREAS ARE LISTED BELOW WITH THE APPROXIMATE 

PERCENTAGE OF THE EXAMINATIuN THAT WILL BE DEVOTED. 

UNDERWRITING 3096 

FINANCIAL MANAGEMENT 20% 

LEGAL ASPECTS 1096 

ASSETS APPRAISAL/ACCOUNTING 2096 

ETHICS 1096 
PORTFOLIO MANAGEMENT 1096 

RESULTS OF THE TEST WILL BE REPORTED BY THE PROFESSIONAL STANDARDS COMMITTEE TO THOSE WHO COMPLETE THE 

EXAMINATION. 

PART II
 

SAMPLE QUESTIONS
 

THESE OUESTIONS ARE OFFERED AS SAMPLES DNLY. THEY WILL NOT NECESSARILY APPEAR ON THE COMPETENCY EX.AMINATION
 

BUT ARE USED TO DEMONSTRATE SEVERAL D'FFERENT WAYS IN WHICH OUESTIONS WILL BE PRESENTED. 

EVERY EFFORT HAS BEEN MADE TO HAVE ')NLY ONE CORRECT ANSWER TO EACH OUESTION. IF YOU DO NOT THINK ANY OF THE 

ANSWERS IS PRECISELY CORRECT CHO, SE THE ANSWER YOU THIS IS CLOSEST TO CORRECT. 

I. 	 AN UNDERWRITER REPRESENTATIVE'S LICENSE WILL BE CANCELED IF HE.-JSHE IS NOT EMPLOYED BY A SECURITIES 

COMPANY FOR MORE THAN: 

A. 3 MONTHS 

B. 6 MONTHS 

C. 12 MONTHS 

o. 24 MONTHS 

2. 	 AN UNDERWRITER REPRESENTATIVE WHO NOT AS INVESTMENT MAY INIS LICENSED AN ADVISOR ENGAGE INVESTMENT 

ADVISORY ACTIVITIES UNDER WHICH TWO OF THE FOLLOWING: 

I. WHEN SUCH BUSINESS IS SOLELY INCIDENTAL TO THEIR SECURITIES DEALING BUSINESS 

I/. WHEN COMPENSATION FOR SUCH SERVICES REPRESENTS LESS THAN 20%6 OF THEIR TOTAL BUSINESS INCOME. 

Ill. WHEN ONLY BONDS OR STOCKS ARE RECOMMENDED FOR PURCHASE 



IV. WHEN NO SPECIAL COMPENSATION IS RECEIVED FOR THE INVESTMENT ADVISORY SERVICES 

A. I AND II 

B. l AND IV
 

C II AND I//
 

0. 1// AND IV 

3. A COMPANY EARNING RP. 575 PER SHARE AND TRADING IN THE OPEN MARKET AT Rp. 8. 650 HAS A PRICE-EARNINGS RATIO 
(PER) or 

A 6.6 

B. 15 

C. 49.7 

D. (CANNOT BE DETERMINED FROM INFORMATION GIVEN)­

4. BAPEPAM APPROVES SECURITIES: 

A. ONLY 45 DAYS OR MORE AFTER THE REGISTRATION STATEMENT HAS BEEN SUBMITTED 

B. HAVING PRICE-EARNINGS RATIONS MORE THAN 5096 LESS THAN THE AVERAGE PER OF STOCKS ON THE JSE 

C. ONLY AFTER THEY HAVE BEEN LISTED FOR MORE THAN ONE YEAR 

D. UNDER NO CIRCUMSTANCES 

5. SALES LITERATURE MAY COtITAIN FORECASTS WHICH: 

I. ARE CLEARLY WARRANTED 
{L. CONCERN ONLY PROJECTIONS FOR LESS THAN 5 YEARS 

{{L ARE LABELLED AS FORECASTS 
IV. CONTAIN PROMISES OF SPECIFIC EARNINGS AND DIVIDENDS 

A. II AND I1{ ONLY 

B. I AND I{l ONLY 

C. I/ AND IV ONLY 

D. I AND IV ONLY 

ANSWERS AND REFERENCE.s FOR SAMPLE OUESTIONS 

1. O RULE NUMBER VB.I 

2. B RULE NUMBER V.S.I 

3. B THE PER is DERIVED BY DIVIDING CURRENT PRICE BY EARNINGS PER'SHARE. 8,650/575 15 

4. O ART'CLE 170 DECREE- OF THE MINISTER OF FINANCE No. 1548 

5. B RULE NUMBER XC.1 

APPROVED TRAINING SCHOOLS 

(UNDERWRITER ASSOCIATION - APPROVED SCHOOLS SHOULD BE LISTED HERE WITH ADDRESSES AND TELEPHONE NUMBERS) 



PART I/I
 

STUDY GUIDE
 

NOTE: CANDIDATES FOR UNDERWRITER REPRESENTATIVE MUST ALSO BE REGISTERED AS BROKER-DEALERIBDR's. REPRESENTATIVESSINCE THE BDR COMPETENCY EXAMINATION TESTS BOTH PRESIDENTIAL DECREEDECREE 1548 RATHER No. 53 OF 1990 AND MINISTERIALEXTENSIVELY, ONLY SELECTED PORTIONS OF THOSE DECREES WILL BE TESTEDTHOSE SELECTED PORTIONS, ON THIS EXAMINA TION.PARTICULARLY RELEVANT TO UNDERWRITERS, ARE LISTED IN THE "SUBJECT HATTER" SECTION 
WHICH FOLLOWS.
 

SUBJECT MATTER
 

PRESIDENTIAL 
 DECREE NO. 53 or 1990 

CHAPTER II 
 - APITAL MARKET SUPERVISORY AGENCY
 

ARTICLE 9
 

MINISTERIAL DECREE OF THE REPUBLIC OF INDONESIA NO. 1548 

CHAPTER I DEFINITIONS - ARTICLE I 

CHAPTER V
 

SECTION I - LICENSING OF SECURITIES COMPANIES - ARTICLE 75
 

SECTION II 
 - OBLIGATIONS OF CAPITAL MARKET SUPPORTING PROFESSIONALS 128- ARTICLE 


SECTION III 
 CONDUCT OF SECURITIES COMPANIES ACTING AS UNDERWRITERS -ARTICLES 1.9 THROUGH 145 

CHAPTER IX 

SECTION I - REGISTRTION OF PUBI.fC OFFERINGS AND PUBLIC COMPANIES - ARTICLES 162 THROUGH 165 

SECTION II - REGISTRATION PROCEDURE - ARTICLE 166, 167, 168
 

SECTION III 
 - THE PROSPECTUS AND ADVERTISING - ARTICLES 167 TH,?OUGH
 

SECTION IV -
 PERIODIC DISCLOSURES BY ISSUERS AND PUBLIC COMPANIES - ARTICLES 173 AND 174 

SECTION V - THE PUBLIC OFFERING OF AN INVESTMENT FUND ARTICLES 175 THROUGH 178
 

CHAPTER XI 
 - SANCTIONS AND APPEALS - ARTICLES 214, 215, 216
 

THE FOLLOWING RULES, 
FROM THE DECREE, ARE ALSO IMPCuRTANT TO KNOW:
 

RULE NUMBER VB.I
 

INDIVIDUAL LICENSING REQUINEMENTS FOR UNDERWRITER REPREqENTATIVE BROKEI-DEALER REPRESENTATIVE OR 
INVESTMENT ADVISOR 

RULE NUMBER IX.A5 

PdOCEDURE FOR POSTPONEMENT OF A PUBLIC OFFERING 

RULE NuMBER IX.B.2 

GUIDELINES CONCERNING THE FORM AND CONTENT OF A PROSPECTUS FOR PUBLIC OFFERING 

RULE NUMBER IX.B.3 

GUIDELINES CONCERNING THE FORM AND CONTENT OF A SUMMARY PROSPECTUS 



INVESTMENT. ADVISOR COMPETENCY EXAMINATION
 

PART I
 

SYLLABUS
 

THIS O.JCUMENr CONTAINS A COMPLETE SUBJECT LISTING OF THE AREAS OF STUDY REOUIRED FOR THOSE PREPARING FOR THE 
INVESTMENT ADVISOR COMPETENCY EXAMINATION. 

THE MAJOR AREAS THAT WILL Br TESTED ARE LISTED. TOGETHER WITH THE RELATIVE WEIGHING OF THESE AREAS ON THE 

ACTUAL EXAMINATION. 

THE EXAMINATION WILL CONSIST OF 75 MULTIPLE CHOICE QUESTIONS. ONE HOUR AND THIRTY MINUTES IS THE TIME ALLOCATE,-) 
TO COMPLETE THE EXAMINATION. APPLICANTS MUST BRING THEIR ADMISSION TICKET TO THE EXAMINATION SITE WHERE THEY 
WILL BE ASKED TO PRESENT THEIR CITIZENSHIP IDENTIFICATION. 

No PRINTED MATERIALS OF ANY KIND MAY BE TAKEN THE TESTING ROOM.INTO PAPER OR SCRAP WORK WILL BE PROVIDED. 
APPLICANTS SHOULD BRING A SIMPLE CALCULATOR WITHOUT A TAPE-PRINTING DEVICE OF ANY KIND. THE CALCULATOR CANNOT 
HAVE THE ABILITY TO ENTER. STORE OR RETRIEVE ALPHA CHARACTERS ILETTERS OF THE ALPHABET). PLEASE ALSO BRING 

2 PENCILS TO THE TEST SITE. 

THIS 	EXAMINATION WILL TEST SEVEN MAJOR SUBJECT AREAS. THESE AREAS ARE LISTED BELOW WITH THE APPROXIMATE 

PERCENTAGE OF THE EXAMINATION THAT WILL BE DEVOTED. 

ETHICS AND PROFESSION STANDARDS 1096
 
FINANCIAL ACCOUNTING 
 1996 
ECONOMICS 10% 
QUANTITATIVE ANALYSIS 1096
 

FIXED-INCOME ANALYSIS 
 1296 
EOUITY ANALYSIS 1996
 

ASSET MANAGEMENT 
 2096 

RESULTS OF THE TEST WILL BE REPORTED BY THE PROFESSIONAL STANDARDS COMMITTEE TO ALL THOSE WHO HAVE COMPLETE 

THE EXAMINATION. 

PART II 

SAMPLE QUESTIONS 

THESE oUESrIONS ARE OFFERED AS SAMPLES ONLY. THEY WILL NOT NECESSARILY APPEAR ON THE COMPETENCY EXAMINATION 
BUT ARE USED TO DEMONSTRATE SEVERAL DIFFERENT WAYS IN WHICH oUESTIONS WILL BE PRESENTED. 

EVERY EFFORT HAS BEEN MADE TO HAVE ONLY ONE CORRECT ANSWER TO EACH QUESTION. IF YOU DO NOT THINK ANY OF THE 
ANSWERS IS PRECISELY CORRECT, CHOOSE THE ANSWER YOU THIS IS CLOSEST TO CORRECT. 

I. 	 A SHARP iNCREASE IN INTEREST RATES WILL HAVE WHICH EFFECT ON THE PRICES OF LONG-TERM BONDS? 

A. BOND PRICES WILL DECREASE SLIGHTLY 

B. BOND PRICES WILL DECREASE SHARPLY 

C. BOND PRICES WILL INCREASE SLIGHTLY 

0. BOND PRICES ktWLL INCREASE SHARPLY 

2. 	 A CONVERTIBLE PREFERRED STOCK, PAR VALUE 100. IS CONVERTIBLE AT A IF THE UNDERLYING COMMON STOCK IS 
TRADING AT 50, WHAT IS PARITY FOR THE CONVERTIBLE PREFERRlED? 

A. 1.25 
B. 125 

C. 2.000 
0. ICANNOT BE DETERMINED WITHOUT KNOWING THE PAR VALUE OF THE UNDERLYING COMMON STOCK) 
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3. A BONDS YIELD TO MATURITY AND ITS NOMINAL YIEL 0 ICOUPON RATE) WiLL BE EQUAL WHEN: 

A. INTERI.SI" RATES ARE RISING SHARPLY 
B. INTEREST RATES ARE FALLING SHARPLY 
C. THE BOND IS CONVERTIBLE 
D. THE BOND IS TRADING AT ITS PAR VALUE INO PREMIUM OR DISCOUNT) 

4. AN INVESTMENT ADVISOR MAY GUARANTEE A CLIENT A SPECIFIC RESULT ONLY WHEN: 

A. RECOMMENDING SENIOR SECURITIES SUCH AS PREFERRED STOCKS/AND/OR BONDSB. THE CLIENT HAS HAD PREVIOUS EXPERIENCE IN THE SECURITIES/MARKETS
C. HE/SHE WILL PAY FOR ANY TRADING LOSSES IN THE ACCOUNT 
0. (UNDER NO CIRCUMSTANCES) 

S. HARKET RISK CAN BE MINIMIZED BY PURCHASING: 

A. ONLY LOW PER (PRICE EARNINGS RATION) STOCKS IN THE SAME INDUSTRY 
ONLY HIGHB. PER STOCKS IN THE SAME INDUSTRY 

C. STOCKS IN DIFFERENT INDUSTRIES 
D. THE STOCK OF A SINGLE WELL-CAPITALIZED COMPANY 

ANSWERS AND REFERENCES FOR SAMPLE QUESTIONS 

THE PRICESB • OF BONDS AND JNTEREST RATES VARY INVERSELY. WHEN INTEREST RATES INCREASE,OUTSTANDING THE PRICE OFBONDS GO DOWN. THE LONGER-TERM BONDS ARE MUCH MORE AFFECTED THAN THE SHORTER-TERM 
BONDS. ' 

2. B THE CONVERSION RATIO IS 2.5 WHICH IF DERIVED FROM DIVIDING THE CONVERTIBLECONVERSION STOCK'S PAR VALUEPRICE OF 40. BY THE100/40 2.5 PARITY FOR THE STOCK PREFERRED WILL BE 2.5 X THE PRICE OF THECOMMON STOCK, OR 125. 2.5 X 50 = 125. 

3. D THE ONLY TIME A BONDS NOMINAL YIELD (INTEREST RATEI. CURRENT YIELD AND YIELD TO MATURITY ARE EOUALIS WHEN THE BOND IS TRADING AT /00 (FACE VALUE). 

4. D No SPECIFIC RESULTS CAN EVER BE GUARANTEED. 

5. C THIS PROVIDES DIVERSIFICATION. 

APPROVED TRAINING SCHOOLS 

[INVESTMENT ADVISORS ASSOCIATION.APPROVED TRAINING SCHOOLS SHOULD BE LISTED HERE WITH ADDRESS AND TELEPHONE
NUMBERS) 

PART I// 

STUDY GUIDE 

L. ETHICS AND PROFESSIONAL STANDARDS 

A. INDONESIAN SECURITIES LAW AND REGULATION 

I. BAPEPAM - AUTHORITY AND FUNCTION 

A. THE CAPITAL MARKET DECREE OF DECEMBER /990 
B. APPROVAL OF STOCK EXCHANGES 
C. LICENSING AND REGISTRATIONS OF MARKET PARTICIPANTS 
0. INSPECTION 

E. RECORD KEEPING REQUIREMENTS 

http:INTERI.SI


F. REGISTRATION REQUIREMENTE 

I. REQUIRED INFORMATION 

2. ACCURACY AND OBJECTIVITY OF INFORMATION PROVIDED3. RESPONSIBILITY FOR FALSE AND "4ISLEADING STATEMENTS 

G. ADVERTISING RESTRICTIONS 
H. SANCTIONS AND PENALTIES 

ETHICAL CONSIDERATION 

I. COMPLIANCE WITH ALL RULES AND REGULATIONS Or BAPEPAM AND SELF-REGULATORY ORGANIZATIONS 

A. KNOWLEDGE OF ESSENTIAL RULES AND REGULATIONS 
B. OBLIGATION TO MAINTAIN FAMILIARITY WITH RULE AND REGULATION REVISIONS 

2. PROHIBITIONS AGAINST TAKING PART IN OR ASSISTING IN ETHICAL OR LEGAL VIOLATIONS 

3. PROHIBITIONS AGAINST THE USE F MATERIAL NON-PUBLIC INFORMATION 

4. RESPONSIBILITY OF SUPERVISORS 

A. ASSURE THAT SUBORDINATES ARE PROPERLY TRAINED AND HAVE KNOWLEDGE OF APPROPRIATE 
REGULATIONS 

B. REASONABLE SUPERVISION OVER SUBORDINATES TO ASSURE COMPLIANCE WITH STANDARDS 

5. RESEARCH REPORTS AND INVESTMENT RECOMMENDATION 

A. DUE DILIGENCE AND THOROUGHNESS IN MAKING INVESTMENT RECOMMENDATIONS 
B. REASONABLE AND ADEQUATE BASIS FOR RECOMMENDATIONS 
C. MAINTENANCe or APPROPRIATE RECORDS TOO SUPPORT CLAIMS FOR PERFORMANCE 

6. PORTFOLIO RECOMMENDATIONS AND ACTIONS 

A. CLIENT NEEDS AND CIRCUMSTANCES 
B. CHARACTERISTICS OF INVESTMENT PECOMMENDED 

CHARACTERISTICS OF TOTAL PORTFOLIO 

7. PROHIBITIONS AGAINST PLAGIARISM 

8. FAIR DEALINGS WITH CUSTOMERS AND CLIENTS 

A. FAIRNESS IN DISSEMINATING RECOMMENDATIONS OR CHANGES IN PRIOR INVESTMENT A0VICE 
B. PRIORITY OF TRANSACTIONS 

9. DISCLOSURE OF CONFLICTS ON INTEREST 

A. OWNERSHIP OF SECURITIES RECOMMENDED 
B. FINANCIAL INTEREST IN ANY ASPECT OF RECOMMENDATION 

10. COMPENSATION 

A. DISCLOSURE OF ADDITIONAL COMPENSATION ARRANGEMENTS 

B. DISCLOSURE OF REFERRAL FEES 

II. RELATIONSHIPS WITH OTHERS 

A. PRESERVATION OF CONFIDENTIALITY 

B. MAINTENANCE OF INDEPENDENCE 

C. FIDUCIARY DUTIES 

12. PROFESSIONAL MISCONDUCT 



Ii. FINANCIAL ACCOUNTING 

A GENERALLY ACCEPTED ACCOUNTING PRII,,CIPAL IGAAPJ 

1. DEFINITION 

B. BALANCE SHEET ANAL YSIS 

1. CURRENT ASSETS 
2. NON CURRENT (FIXED) AssETs 
3. INTANGIB. E ASSETS 
4. CURRENT LIABILITIES 

S. LONGER TERM LIABILITIES 
6. STOCKHOLDERS EoUITY 

C. INCOME STATEMENT ANAL YSIS 

I. PROFIT MARGINS 

2. CASH FLOW 
3. EARNINGS PER SHARE4. TRANSFER TO ACCUMULATED RETAINED EARNINGS ACCOUNT 

I//. ECONOMIC 

A. BASIC SYSTEM OF ECONOMIC ANALYSIS 

I. "CLASSICAL 

2. KEYNESIAN 

3. SOCIALIST 

4. MONETARS, 

5. "SUPPLY SIDE" 

B. MACROECONOMIC CONSIDERATIONS 

I. EFFECTS OF INTEREST RATES ON ECONOMY 
2. EXCHANGE RATES 
3. CAPITAL GOODS VS CONSUMER GOODS 
4. INTERNATIONAL TRADE 

IV. QUANTITATIVE ANALYSIS 

A. BASIC QUANTITATIVE ANALYTICAL TOOLS 

B. BASIC STATISTICS 

I. STANDARD DEVIATION 
2. ARITHMETICGEOMETRIC 

MEANS 

C. PROBABILITY THEORY (CONCEPT ONLY; 

V. FIXED INCOME ANALYSIS
 

TYPES
A. OF FIXED INCOME. SECURITIES 

I. SOVEREIGN ISSUES 
2. SUPRANATIONAL ISSUES 
3. CORPORATE BONDS 
4. ASSET BACKED SECURITIES 



B. CREDIT CONSIDERATIONS 

I. RATING AGENCIES 

2. 'INVESTMENT GRADE- BONDS 

3. 'HIGH YIELD- BONDS 

C. YIELDS 

I. COUPON YIELDS 

A. FIXED RATE 

B. EFFECT OF EARLY CALL ON YTM 

C. YIELD-TO-CALL 

0. DURATION (CONCEPT ONLY) 

E. CONVEXITY ICONCEPT ONLY) 

FIXED INCOME STRATEGIES
 

Vi. EOUITY ANALYSIS
 

A. COMMON STOCK IORDINARY SHARES) 

I. BASIC CHARACTERISTICS 

B. INDUSTRY ANALYSIS 

1. BASIC INDUSTRIES 

2. GROWTH INDUSTRIES 

C. EVALUATING COMMON STOCKS 

I. EARNINGS 

A. GROWTH 

B. PIE RATIO 

2. DIVIDEND YIELD 

A. EFFECTS OF RAISING DIVIDEND PAYMENT 

B. EFFECTS OF LOWERING DIVIDEND PAYMENT 

C. DIVIDEND PAYOUT RATION 

3. LIOUIDITY 

D. CONVERTIBLE SECURITIES & WARRANTS 

I. CONVERTIBLE BONDS AND PREFERRED STOCKS 

2. WARRANTS
 

E, "TECHNICALANALYSIS
 

I. CHARTS 

2. PATTERNS 

A. TYPICAL BULLISH PATTERNS
 

B. TYPICAL BEARISH PATTERNS 

3. VOLUME AND LIOUIDITY M.IEASURES 



F. EFFICIENT MARKET THEORY 

I. WEAK. SEMI-STRONG, STRONG VERSIONS 

2. THE RANDOM WALK 
I 

VIl. ASSET MANAGEMENT 

A. MODERN PORTFOLIO THEORY 

1. DIVERSIFICATION 

2. CAPITAL ASSET PRICING MODEL ICAPMP 

3. HISTORIC RETURNS 

A. STOCKS 

B. BONDS 

C. CASH 

0. OTHER ASSETS 

a. PORTFOLIO RISK MANAGEMENT 

I. BETA COEFFICIENTS [CONCEPT ONLY) 

C. ALLOCATING ASSETS IN ACCORDANCE WITH INVESTOR O3JECTIVES AND ABILITY TO ASSUME RISK 


