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: PART I
Acts, Ordinances, President’s Orders and Regulations

" SENATE SECRETARIAT -

R

Islamabad, the 10th June, 199;"

No. F. 9(14)/97-Legis.—The following Acts of Majlis-e-Shoora (Parliament)
received the assent of the President on the 7th June, 1997, are hereby published for
general information . — " : z



Act 'No. XIX oF 1997

An Act to make provision for the establishment and operation of book-entry systems for

the transfer of securities by central depository cﬂmpam,es

i

WHEREAS it is expedient to-make provisions for the establishment and operation
of book-entry systems for the transfer of securities by central dqmsutory companies;

It is hereby enacted as follows :—

L.

Short tlt]e and mmmence-ment.—(l} Th1s Act may hL called the Central

Depositories Act, 1997,

2
3)

2
Or context,—

(1)

4

(3)
()

(3)

It extends to the whole of Pakistan.

It shall come into force at once.,

Definitions.—In this Act, unless dwre is anythmg_ repugnant in the subject
i

“access” in relation to the central dapusatur}r system maintained by a
central depository, means the placing of information on that \ystem or the
retrieval of information! therefrom:

“account” means an account maintained by a cenl:ral depository in the
name of an account-holder so as to record the title of the account-holder to
any book-entry securities entered in such account;

“account-holder” means a persun who opens and maintains an account
with a central dcpnmtury and operates such account;

“Authority™ means the Corpmate Law Authority conshmted under section
11 of the Companies Ordinance, 1984 (XL?II of 1984);

“book-entry security”, in relation to a central depository, means a secunly
which is transferable by book-entry in the central depository register pur-
suant to a declaration made by rhr: central dcpm:tory under sub-section (6)
of section 4 and which is— |

(a) inthecaseofa sccunty transferable by regl,straunn registered in the
name of the central. depository or issued t-:} the central depository
-+ pursuant to section 14; or 1
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(6)

(7

(8)

(%)

(10)

(1)

(12)

(13

(14)

(13)

(16)

[bj in the case of a secunty transferable by delivery or endc_:rsemént,
deposited with or transferred by endorsement to the central deposi-
tory; .

“central depository™ means a central depository as defined in clause (cc) of
section 2 of the Securities and Exchange Ordinance, 1969 (XVIL of 1969,
and registered with the Authority under section 32A of that Ordinance;

“central depository register” means a computerised electronic register

. maintained by a central depository in'respect of book-entry securities;

“central depository systern” means central depository system established

under section-4;

“debenture” means a debenture as defi ned in clause (12) of sub-section (1)
of section 2 of the Companies Ordinance, 1984 (XLVII of 1984), and
includes a debenture issued by an issuer other than a company ;.
“document evidencing title” includes.—

{a) in the case of any security which is not a Government sccurity, the
shares certificate, debentures certificate, modaraba certificate or any
other certificate representing the security; and

{b) in the case of any security which is a Government security, such

- document or other evidenee of title thereto as a central depository
may require;

“eligible pledgec means any person who, in accordance with the regula-
tions, is recognised by a central depository as eligible for the purpose of
receiving any pledge of book-entry securities;

“handling”, with its grammatical variations and cognate expressions, in
relation to a hook-entry security, means the transfer of a book-entry
security by electronic or similar means, the pledging of a book-entry
security in accordance with section 12 or the withdrawal from the central
depository system of the security rcprmcnmd by the book-entry security;

“information” includes data recorded in a form which can be processed by
‘equipment operating aummam,ally in response to instructions given for a-

particular purpose;

“issuer” ‘means any person, the Fédl.,ral Government or a Provincial
Gmm‘nm&nt who or which has issued or proposes to Jqsue any securilyy

“jumbo certificates™ mcﬂnﬁ, unc or' more consolidated certificates of the
securities of one kind or class issued by an issuer which are registered in
the name of a central depository;

]

“member” means a member as defined in clause (21) of sub-section (1) of

~ section 2 of the Companies Ordinance, 1984 {XLVHPI::QF 1984}, and includes
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the registered owner of any equity sacunty of an issuer which is estab- -
|IShL-d under any other law;

(17 “pamcipaut MEAnE—

{a)  an account-holder who is 2 member of a stock exchange; and

(b)  any- other account-holder who meets the qualifications of a partici-
pant prescribed in the regulations: : -

Provided that such account holders—
L]

(i) perform services for sub-account holders in accordance with the
terms of an agreement entered into between the central depository
and each of the participants; ;

(ii} transfer any securities to the central -:Eepasuury o the credit nf any
sub-accounts under their respective accounts; and * - '

(iii)  handle, on behalf of sub-account holders, the book-entry securitics in
the sub-accounts under their respective accounts:

(18) “prescribed” means, prescrihﬁd'h}r regulations made under this Act
(19} “record” includes, in addition to a record in writing,—
{(a) any photograph;

(b} any disc, tape, sound-track or other device in which sounds or other
data (not being visual images) are embodied so as to be capable {with
ar without. the aid of some other instrument or machine) of being
reproduced therefrom in audible or readable form: and

{c)  any film, tape of other device in which visual images are embodied
50 as to be capable (with or without the aid of some other i instrument)
of being repmduccd therefrom in visual form; and

(d)  any reference to a copy of a re:oord-in{:ludes—

(i) in the casé of a record falling within paragraph (b) but not

paragraph (c) of this clause, a transcript of the%oundx or other .
.data’ embodied therein; 8

(i} in the case of a record falling within paragraph (c) but not para-
graph (b) of this clause, a still reproduction of the images
embodied therein, whether enlarged or not; and

(iii)  in the case of a record falling within both p‘amgrﬂphs'fh} and
paragraph (c) of this clause, the transcript of the sounds or
~other data embodied therein together with the sull reprodus-

tion of the images embodied therein;
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(20)
(21)

(22)

/3}
e

(25)
26)

(27)

{28)"

“register of members" means the register of members referred to in section
147 of the Companies Ordinance, 1984 (XLVII of 1984), and includes the
register of owners of any equity sceurities of an issuer established umder
any other law,

“register of debénture-holders” means the register of débenture holders
referred 1o in section 149 of the Companies Ordinance, 1984 (XTVII of
1984), and includes the regisier of holders of any non-cquity securities of
an issuer other than a company:

'fﬂegistrar" means the Registrar as defined ]']'l-{;]E.Il.lSE. (31) of sub-section (1)
of section 2 of the Companies Ordinance, 1984 (XLVII of 1984);
“regulations” means the regulations made pursuant 1o section 35;

i ]

“security” means—

faj  asecurity as defined in schlause (i) of clause (1) of section 2 of the
Securities and Exchange Ordinance, 1969 (XVII of 19697;

(b) any Government security; :
(c) - any derivative relating to a security or a Government security; or

(d) any other instrument specified by the Federal Government, by a noti-
; fication in the official gazette, 10 be a security for the purposes of this
Act ; i 5

“State Bank™ means the Slate Bank of Pakistan established unda.,r the State
Bank of Pakistan Act, 1956 (XXXIIIL of 1958);

“stock exchange” means a stock exchange registered under the Sccuritics
and Exchange Ordinance, 1969 (XVII of 1969);

“sub-account” means a sub-account maintained, as part of the account of a,
participant, in accordance with the regulations by a central depository in
the name of a sub-account holder so as 1o record the title of the sub-sccount
holder to any book-entry securities entered in such sub-account: and

“sub-account holder” means a person in whose name a sub-account is
opened and maintained by a participant w:th a LLIIT.Td] depository and is

operated h}' that parhupdnl

4,

Dverriding effect.—The provisions of this Act shall have effect notwith-

standing anything contained in the Companies Ordinance, 1984, or in any other law or in
any charter, statute or memorandum or articles of asgociation or in any applicable docu-
ment or rLsululmn
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4. Central depository system.—(1} A central depository shall establish a
central depository system whereby, in accordance with the regulations,— 4

{a) (i) 'accounts may be opened and-maintained with the central depository
1y the account-holders so as 10 record the title of the account-
holders to book-entry securities entered in such accounts; ot '

(ii} - where the account-holders are participants, sub-accounts may be
" opened and maintained, as ‘part of the accounts of the participants,
with the central depository by the participants on behalf of the sub-
account holders so as 1o record the title of the sub-account holders to
hook-entry securities entered in such sub-accounts;

(b} transters of such book-entry securities shall be effected electronically or by
any similar means; and j : B

(¢) pledging of such hook-entry securities may be effected in accordance with
section 12.

. (2)  Where any securities are issued to or registered‘in- the name of a central
depository or transfgrred by endorsement to or deposited with a central depository, such
securities shall, in accordance with the regulations, be entered in the relevant accounts or
sub-accounts, as the case may be, as book-entry securities.” :

{(3) Motwithstanding anything contained in sub-section (1}, a participant may,
with the written authorisation of his clients, enter book-entry securities beneficially owned
hy the clients in his own account without establishing sub-accounts in the names of such
clients in the central depository system : : '

Provided that the central depository may, at its discretion, enquire whether such
authorisation has been obtained by the participant. '

{4} Subject to the provisions of this Act, a central depository system shall be
operated by a central depository for holding book-entry securities as & nominee for’
aceount-holders and for facilitating the transfer of such book-entry securities |

Provided that nothing containing herein shall be construed as preventing a cen-
tral depository from holding book-entry securities, as a beneficial owner-of such securi-
lies, in its own account opened and maintained on its own central depository system.

{31 The title to any book-entry securities entered in an account shall vest in the
account holder and the title to book-entry securities entered in a sub-account shall vestin
the sub-account holder, :

{6y The central depository system of a central depository shall handle such
seeurities as book-entry securities as are declared a5 such by the central depository.
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(7)

Different types of accounts and sub-accounts for di fferent classes of per-

sons may be opened with a central depository in accordance with the regulanons

i

Central depas:tory not to be a member of an issmar, etc.—( 1} Where a

central deposﬂur_v i5 named in the register of members of an 1S50er,—

{a)

{b)

s k2

the central depository shall be deemed not to be a member of the issuer:
and :

the persons named-as the account- holders or, as the case may be, the sub-

account holders shall, f5: 24 ch period as the book- -entry securities repre-

senting securities earrying voting rights in the issuer are entered against
their names in the central depository register, be deemed to be members of
the issuer in respect of such securities and shall, except as is otherwise
provided in this Act, be entitled to all the rights, powers and privileges and
be subject to all the liabilities, duties and obligations of a member as are or
may be conferred by the anpames Ordinance, 1984 (XLVII of 1984, or
by any other law for the time being in force or by the charter, statule or
memaorandum or the articles of association of the issuer,

Where a central depository is a debenture holder of an issuer or is the

owner of securities of an issuer (whether equu;,r qequnm,s or debt securities) which do not
carry voling rights in the issuer,—

(a) -

(h}

(3}

{a)

the central depository shall be daemed not to be the owner of such securi-

Lies; and

the persons named as the 1ccounl hu!deas of, a5 the case may be, the sub-
account holder shall, for such period as the book- -eTiTy  securitics
representing such securities are entered against their names in the central
depository regisier, be deemed to be the owners of such securities and
shall, except as is otherwise provided in this Act, be entitled o all the
rights. pawers and prm]eges and be subject to all the liabilities, duties and
obligations of the owners of such securities as are or may be conferred by
the Companies Ordinance, I934 (XLVIT of 1984), or by any other law for
the time being in force or in terms of any documents - ‘creating such
securities, :

. Nothing in this Act shall be construed as affm:l'jng,—

_the obligation of an issuer to keep a register of its members or debenture

holders or allow inspections of such register under the provisions of the
Companies Ordinance, 1984 (XLVI of 1984); or under smy other law for
the time being in force :

- Provided that the issuer shall not b& obliged to enter in any registers maintained
[ay it th names and particulars of persons who are members of the issuer under clause (b
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of sub-section (1) or owners of the securities of the issuer under clause {b) of sub-
section (2); ;

(b)Y (i1 theright of an account-holder torrequeskwithdrawal of his securities
" from the central depository system at any time and, where appli-
cable, to have them redistered in his name, or where the account-

holder is a participant, in any other name; or

(ii)  the right of a participant to request a withdrawal of his sub-account
holders’ securities from the central depository system at any time
and, where applicable; tohave them regjstmed in the name of his
sub-account hu:rldal ar

(¢) the right of a central depository T.n hold h{mk-enlr}r \ELI.[rEhL\ benelicially
" inits own behalf. . . ;

(4] . Notwithstanding anything contained in this Act, an account-holder or a
sub-gccount holder, who is named in the central deUSJr.GJr}f register, at the close of busi-
ness hours of the central depository on the day before the first day of the perlod of closure
of register of members of an issuer as the holder of book—gm]} securities representing
securities carrying voting rights in the issuer shall be regarded as a member of the issuer
for the purpose of attending and exercising all rights at a general meeting of the members
of the issuer in respect of which register of members has been closed.

(5}  MNotwithstanding anything containgd-in this Act, an account-holder or a
sub-account holder, who is named in the central depository register, as at the close of busi-
ness hours of the central depository on the day before the first day of the period of closure
of register of non-equity securities of an issuer, as the owner of book-entry securities rep-
resenting such securities of the issuer. shall be regarded as an owner of such securities for
the purpose of attending and exercising all rights at a general meeting of the owners of
such securities of the issuer in respect of which the register of such securities has been
closed.

. Transfers under book-entry system.—{1) Subject to the provisions of
this Acl, a [mnsl‘cr of book-entry securities [rom accounts or sub-accounts o other
accounts or sub-accounts shall be made in such manner as may be prescribed and shall he
effected by making of an 1ppmprla1.‘e entry in the central depository register in accordance
with such regulations:

(2} A transfer of book-entry securities in the manner set out in sub-section (1)
shall be valid and effective transfer of title to the securities represented by the book-entry
securities.

7. Effect of book-entry transfer on transferee.—If a transfer of book-entry
securities takes place at a particular time in accordance with the provisions of section 6—

{a) the transferee shall be.deemed 16 have agreed to have accepted the transfer
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of such book-entry securiti¢s subject to the terms and conditions on which
the transfer or held them immediately before the time of such transfer; and

(b} “the transferee shall be deemed 1o have agreed 1o become a member of the
issuer and to be bound by the issuer’s character, statute or memorandum
and articles of association, as the case may be,

8. Central depository discharged from liability if acting ‘on instruc-
tions.—( 1} A central depository, if acting in good faith and without negligence, shall not
he liable for any loss, damages, compensation, costs and expenses in tort or under any law
or contract for any breach of trust or duty and in the cases where the cenffal depository
has, in the accounts or sub-accounts maintained hy it, made or allowed o he made entries
or handled or allowed handling of any béok-entry securities, according to the instructions
of an account-holder or a participant, notwithstanding that the account-holder or the
participant, as the case may be, had no right to dispose of or take any OthEl action in
respect of such book-entry securities.

(2} A central depository, if acting in good faith and without negligence, shall
be fully discharged of its obligations to an account-holder and participant, upon the trans-
fer or delivery of hook-entry spcurmcf. under the instructions of the account holder or par-
ticipant, as the case may be.

(3} Acentral depository shall not be required to enquire whether or not.—

(a)  anaccount-holder or a participant, has a right 0 handle any book-
entry securities entéred in his account or in any sub-account under
his account, as the case may be, or Lo take any actmn in that regard;
or

(b]  the document of title in respeet of a security deposited with an issuer
for the purpose of registration of the transfer of the security in the
name uI‘ the central depository is genuine, i

{4} Except as provided in this Act, a central depository shall not owe any fidu-
ciary or any other obligations whatsoever, including, without limitation to the generality
of the foregoing, any obligations in law, contract, tort, warranty or strict liability, 1o the
sub-account holders in whose name sub-accounts are maintained in 1hn:, central dep@srto-
ry system.

{3} Without prejudice to the provisions of any other law for the time being in
lorce, it any loss is caused w an account-holder or a sub-account holder due to any neg-
ligent or wronglul act or omission of a central depository or any of its employees, the cen-
tral depository shall compensate such accoynt- -holder or sub-account holder for such loss.

9. Central depository to supply information.—{ | ) Every issuers which is a
company or other body corporate and whose securitics are entered in the central deposi-
tory system of a central depository shall request the central depository, at such times as
may be prescribed in the regulations, for a list of the names and other relevant details of
the account-holders and sub-account holders, holding. the book-entry. securities of such

]
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issuer logether with details of the book-entry securities of such issuer entered in the
accoutits of such account-holders of sub-account holders, as the case may be—

{a) for sending notices to any account-holders and sub-account halders
of general meetings of the holders of any securities of the issuer;

{b}  for sending any-other notices to any account holders and sub-account
holders which are required to be sent by the issuer 1o'holders of any
securities of the issuer;

i l
{c) for the purpose of allowing any account-holders and sub-accoumt
imlders to attend zeneral meetings of any holders of murimx of the
issuer or to appoint proxies for this purpose;

id) - for d:‘:spatchihg dividend or other warrants Lo any account-holders
- and sub-account holders;

{g) for despatching to-any account-holders and sub-account holders any
other payments or henefits paid by the issuer; or '
“(fy - for despatching to any account holders and sub-account holders for-
- mal offers for subscription of securities of the issuer.

(2) A participant may, in respect of such book-entry securities as are beneli-
cially owned by his clients and entered in his account, supply to the central depository the
names and other details of such clients together with instructions that such names and
other details be forwarded to the issuer upon a request for informatien made by the issuer
under sub-section (13: = . - ' i

Provided that the persons whose names are supplied by a participant under this
sub-section shall.be deemed to be sub-account holders holding the book-entry securities
to which they are stated by the participant (o be entitled and shall be entitlet] to the rights
of sub-account holders set out in sectmn*'i

(3) Subject to xuh—sectioil (2), the central depository shall supply to an issuer
the information requested by the issuer under sub-section (1) in such manner and within
such time as may be prescribed in the regulations

Provided that in cases where the information requested by the issuer under sub-
section (1) is for the determination of entitlement of any account-holders and sub-account
holders. in relation to the book-entry securities of the issuer held by them, to attend any
meetings called by the issuer or to receive payments of any dividends or other amounts
payable by the issuer or to receive any offers for subscription of any shares in the issuers
or for any other putpose as required by any law or the issuer’s charter, statute or memo-
randum or articles of association, the central depository shall supply such information to
the issuer as is correct as at the close of business hours of the central depository on the
day before the first day of the period of closure of register of members, debenture holders
or any other securities of the issuer.
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i - \ . : 5 23 ;
(4)  Subject to sub-sections (5) and (6), an issuer toewnom sub-section (1}
applies shall rely upon the information supplied by the central depository. under sib-sec-
tion (3). :

(3) " An issuer who is liable o pay any dividend or other amount or issue any
aoffer for subscription of any securities to any account-holders or sub-account holders shall
pay such dividend or other amount or issue such offer for subscription of securities in
accordance with such information as a central depository may give in accordance with the
regulations and such payment or issue shall discharge the issuer from any liahility in
respect of that payment or issue to the relevant account holders or sub-aceount holders.

(6)  All notices and other documents which an issuer is obliged or .requircd Lo

sent to its members or holders of any of its securities, shall in cases where an account-

holder or a sub-account holder is deemed to be a member or holder of any securities of
the issuer, be sent divectly to the account-holder or the sub-account holder, as the case may
be, on the basis of information provided by the central depository under sub-section (3)
and in such manner as notices and documents are required to be sent by the Companies
Ordinance, 1984 (XLVII of 1984), or any other applicable law or articles of association.

10. Bonus issue by an issuer—{1) Where an issuer whose securities are
entered in the central depository system makes a bonus issue, the sceprities o be issued
on the number of securities of that issuer registered in the name of the central depository
shiall be allotted to the central depository. '

(2] The central depository shall, upon allotment of securities under sub-section
(1), determine the entitlements of the relevant account-holders and sub-account holders 1o
such securities in proportion to the other securitics of the same issuer standing .in their
accounts and sub-accounts, as of the close of business hours of the central depository on
the day before the first day of the period of closure of register of ‘members, debenture
holders or any other seeurities of the said issuer and enter the book-entry securities in the
relevant accounts and sub-accounts in ac{:ﬂr&ﬁnce with the determined entitlements :

Pravided that (ractional entitlements to book-entry securities relating 1o the
honus secufities shall not be credited by the central depository to the relevant accounts and
sub-accounts but the book-entry securitics representing such fractional entitlements shall
be consolidated and dealt with in aceordance with the regulations.

- 11. Bar on rectification of central depository register—Notwithstanding
anything contained in section 152 of the Companies Ordinance, 1984 (XLVII of 1984),
i . . ‘

{a) an account-holder or a sub-account holder did not consent o a transfer of
any book-entry securities from, or to, his account or sub-account, as the
case may be; or

]

(hy  the name of any account-holder or xuh'—acc'aunl' holder is fraudulently or
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without suffieient cause entered in, or omitted from, the central depository
register, :

the agerieved party may apply to the court for relief and the court may award damages to
the aggrieved party but shall not order rectification of the central depository register.

Explanarion.—The expression “eourt” for the purposes of this section shall mean
the High Court having jurisdiction over the defendant. Y

12, Pledge of book-entry securities.—( 1) Book-entry securities shall he
pledged only in favour of an eligible pledgee Lo’ secure the payment of a debt or lahility
or performance of any obligation by any account-holder directly or by any sub-account
holder through instruction given [0 a participant when the book-entry securities are
hlocked in the manner set oul in sub-section (2). -

{2y Theebook-entry securities to be pledged shall be blocked when an account-
holder or a participant gives instructions (o the central depository system in a manner that
the pledgor or the relevant participant when the pledgor is a sub-account holder ceases t©
handle the pledged book-entry securities and notice of the blocking is available through
the central depository system to the eligible pledgee. )

{31 A pledge of the pledged book-entry securities shall, in addition to the
powers available to him under the Contract Act, 1872 (1X of 1872}, have the following
POWETS 1— ’ 3 :

{a) * apower, upon the default of the pledgor. to transfer the pledged book-entry
' securities or any part thereof; and : :

{h)  any other power which may he gmﬁtcd to-him in writing by the pledgor in
relation to the pledged book-entry securities provided that the central
depository shall not be concerned with or affected by the exercise of any
such power. : .

{4) The central depository system shall only allow the pledgee to remove the
hlock from the pledged book-entry securitics in such m_ﬂnnef- that they are available to the
pledgor for the purpose of handling them. £Ey

(5) The central depository system shall not-allow the pledgor to handle the
pledged book-entry securities save upon the removal by the pledgee of the block from
such pledged book-gntry securities. . 4

(6" A participant shall not create a pledge over any book-entry securitics
ecrtered in ny sub-accounts maintained under his account with the central depository
without the wthorisation of the sub-account holder concerned,

(7 Nopledge of any hook-entry sccurities may be made except as provigded in
this section. ' !
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‘{8] - Except as otherwise provided in this section, the provisions of the Contract
Acl, 1872, shall be applicable to pledging of book-entry securities, i

Explanation.—For the purpose this séction, the account-holder or sub-account
holder, as the case may be, pledging any book-entry securities shall be called the “plud-
gor”, the eligible pledgee in whose favour a pledee of book-entry securities is made be
called the “pledgee” and the book-entry securities when .blocked are be wcalle: the
“pledged book-entry securities”, : ’

13, Consolidation or sub-division of securities by an isswer—When an
Issuer announces a consolidation or sub-division of his securities, the book-entry securi-
ties of such issuer as are entered in the accounts and sub-accounts maintained in the cen-
tral depository register shall in like manner and in accordance with the regulations, be
consolidated or sub-divided, as the case may be, in the centrsl depository register,

4. Regulations for issue or offer for sale of securities.—(1) A central
depository may make regulations which permit any issuer to enter into an arrangement
with the central depository where under the jssuer may register in the name of the central
depository all the securities of one class after making allocation of such securities 10 the
subscribers of the securitics. -

(2)  Where any issuer enters into an arrangement referred to in sub-section (1)
with a central depository and. registers the securities in the name of the central
depository, the central depository shall ensure that every subscriber of the Securities or an M
account-holder designated by such subscriber_is crédited with book-cniry securities
representing his' entitlement to such securities,

(3} A central depository may méke regulations which permit any person
intending to make an offer for sale of securities to the public t enter into an arrangemen
with the central depository where under the securities which are o he offered for sale by
that person may be translerred in the name of the central depository alter the acceprance
of offer from persons who-apply to purchase such securities,

{4} Where any person intending to make an offer for sale of securities 0 the
public enters into any Arrangement referred to in sub-section (3) with a central
depository and transfers the securities in ils name, the central depository. shall ensure that
cvery purchaser of the securities or any account-holder designated by such purchaser is
crediled with book-entry-securities representing his entitlement to such securities,

15.  Conversion of non-equity securities into equity securities.—Where an ¥
dehentures, bonds or any other non-equity securities, whether partly or wholly convertible
INto equity securities or with warrants 1o subseribe to equity securities of an issuer, are
converted into equity securities, a central depository shall take appropriate action, in
accordance with the regulations, in respect of the hook-entry securities Fepresenting such
debentures, bonds or other non-equity securities to give effect to such conversion.

1. Issuance of Jumho Certificates.—Every issuer of the securities regis-
tered in the name of a central depository shall, if so requested by the central depository in

#
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writing, issue o it jumbo certificates, of such denominations as may be requested by the
central depository, upon the ogcurrence of any increase or decrease in the number of the
securities of such issuer held by the central depository. '

17. Inspection of the central depository register—(1) The central
depository register shall, to the extent that it records the holdings of book-entry securities
representing securities of an issuer, be open to inspection at the registered or head office
af the issuer in the same manner and to the extlent provided in any law for the time being
in force pursuant to or by which such issuer was established or is governed.

Explanation.—For the purposes of this sub-section, the expression “law”™ shall
include any rules or regulations governing such issuer. _ G

- (2} The information made.available upon any request for inspection under sub-
section (17 shall be correct as of the close of business hours of the central depository on
its first working day in the month preceding the month in which the request for inspection
s made : : :

 Provided that where any closure aof the tegister of members or debenture holders
or of the holders of any other equity or non-equity securitics of the issuer has occurred
subsequent 1o the first working day of the central depository in the month preceding the
month in which the request for inspection is made. the information made available npon
any request for inspection shall be correct as of the close of business hours of the central
depository on the day before the first day of the latest pefiod of closure of register of mem-
bers or debenture holders or of the holders of any other equity or non-equity securities, as
the case may be, ol the issuer -

-~ r

Frovided further that where notice of a general meeting of the mem hers or deben-
wre holders or of the holders of any other equity or non-equity securities of the issuer has
heen issued. the information made available upon any request for inspection under sub-
section (1) shall he correct as of the close of business hours of 'Thu.;: central depository on
the third day before the date of receiving the request for inspection.

18, Record of an entry prima facie evidence—A reeord of an entry in an
account or a sub-account shall be prima fucie evidence of the truth of the matiers so
recorded. : )

19 Horrowing or lending of securities.—Book-eniry securities may. in
accordance with the regulations, be borrowed or lent in the interest of the smooth and
arderly functioning of stock exchanges. o

20, Duty to maintain secrecy.—(1) Except as provided in this Act or in any
other law for the time being in force, no director or officer of a central depository or a
participant, whether during his tenure of office or during his employment or thereafter,
and no other person who has by any means knowledge of any information or document
whatsoever relating to the affairs of any of the account-holders, and in particular. relating
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to their accounts ar sub-accounts, shall give, divulge, reveal or otherwise. disclose such
information or document 1o any other person,

(2} A person who has any information or document which o his Knowledgze
has been disclosed in comravention of sub-section (1} shall not in any manner howsoer-
er disclose it to any other person, i :

21.  Permitted disclosures.—Subject to the provisions of this Act, the provi-
sion ol section 20 shall not entitle any person o refuse 1o disclose any information or
documents—

() which an account-holder or a sub-account holder has authorised in writing
to disclose ; ; -

T -

i(h} in a case where an account-holder or a sub-account halder is declared 2
bankrupt, or, if the account-holder or sub-account holder, as the case may
be. is a company or body corporate and is being or, has been, wound up
within or oulside Pakistan -

ic) in the case of any litigation or other legal proceedings ;

{d) o any person duly authorised b ¥ a compelent court, the Authority or the
State Bank of Pakistan Lo investigate into any offence under any law for the
time being in force ; )

(e} forthe purpose of enabling or assisting the Authority to exercise any power
conferred on it by'this Ordinance or by any other law for the time being in
force ;

(I for the purpose of enabling or assisting the State Bank of Pakistan 1o
exercise any power conferred on it by any other law for the time being in
force ;

g} for the purpase of enabling or assisting a stock exchange or ¢learing house
of a stock exchange to discharge its functions ;

thi  for the purpose of enabling or assistin auditors ol a central depository or
purp 4 g 3
participant to discharge their functions : or

(i} lothe .ﬁ;uThm'tly iIf the disclosure is required in the interest of investors or
in the public interest.

22, Regulation of access to the computer system.—i{ 1) A central depository
may, in accordance with the regulations, authorise any account-holders, the stock
exchanges on which the securities in relation o book-cnery securitics entered in the
central depository register of the central depository ch'Jigtcd, clearing houses of such
stock exchanges or issuers to have aceess to s computer system within such limits and
for such purposes as may he specified in such regulations. ;
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(2} No person—

ia)  who, being a person adthorised to have access under sub-section (1), shall

. gain access, or attempt o gain access, 10 & COMpULEr system ol a central

depository, whether by means of any device or apparatus forming part of

the computer system or by any other means, beyond the limits or for pur-
poses other Lhun for which he is authorised thereunder ;

(b1 who, not hung a person authorised to have access under sub- -section (1.

= shall gain access, or attempt Lo gain access, 1o a computer system of a
central depository, whether by means of any device or apparatus forming
part of the computer system or by any other means ; or

(e ‘shall unlawfully interfere with, or impede; or atlempt to interfere with or
impede, the operation of a computer system of a central depository.

: - 23, Central depository to provide assistance to the Registrar, the
Authority, the State Bank of Pakistan and the stock exchanges.—A central deposi-
tory shall provide such assistance to the Authority, the State Bank of Pakistan, the
Registrar, stock exchanges and to any person acting on their behalf, as they reasonahly
require for the performance of their functions and dunm under this Act or under any other
law for thetlme being in force.

24. Handling hnnk-entry securities without anthority.——{1) A parti-cipant
shall not handle or authorise or permit any handling of book-entry securities entered in the
sub-sccounts maintained under his account without authority of the sub-account holder.

(21 A participant shall not, except with the authority of his clients, handle or
authorise or pérmit any handling of book-entry securities beneficially owned by such
clients and entered in his account,

25, MNomination and transmission.—The provisions of sections 79, 80 and 5|
of the Companies Ordinance, 1984 (XLVII of 1984), shall, muratis - suandis, apply o
hook-entry securities  and all references to member or helder of debentures in' those
sections shall be construed as references to account-holders or sub-account holders, and
all references to a company shall be construed as references to a central depository in case
- the hook-entry securities belong o an account-holder and to a participant in case the book-
entry securities belong to a sub-account holder. )

26.  Settlement of securities transactions using the central depository
svsterm.— 1) Subject to the provisions of this Act, no transfer of book-entry securities
shall be effected on the central deposilory systeri unless at least one party to the transac-
tiop in respect of which the transfer of book-entry securities is sought to be effected is a
member of a stock exchange. -

(21 Notwithstanding the provisions .ol sub-section (1), ‘@ central depository
shall make regulations prescribing transactions, other than the transactions referred 1w in
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that sub-section, in mpcf_l of which ransfers of hook- emrv securities may he effected on
the ceniral depository system :

Provided that a central depository may. before making or allowing th:, entry o
he made, require the pmduumn of such doLument‘iW evidence as may be prescribed i
the regulations,

27.  Power of Registrar and Authority to call for mt‘nrmatmn or appoint
inspectors.—( 1) Nothing contained in this Act shall be construed 1o impose ary limits on
the powers of the Registrar or the Authority under the Companies Ordinance, 1984
(XLVIIL of 1984}, as regards calling for any information from and appointing any. persons
as inspectors (o investizate the affairs of a central depository or of any participant which
Is a company or is a corporation to which the provisions of the Companm Ordinance,
1984 (XLVII of 1984}, apply.

i2} . Nothing contained in this Act shall be construed to impose any limits on
the powers of any competent authority, under any other law for the time being in [oroe as
regards calling for any information from or carrying out any investigation into the affairs
of a parhupanr which is established under or, is  otherwise governed, by such law,

(3} The Authority, on being H.-Jllqued that the affairs of a participant, not heing
a participant referred to in sub-sections (1) or (2), in relation to his account on a central

depository system are being or have been conducted. with intent to defraud his creditors

o any olher persons or for g fmudu]ant or unlawful purpose, may by order.in writing,

»

ia)  call upon such participant to furnish in writing such information relating o

book-entry securities held by him on the central depository  register,

whether on his own behalf or on beha]r of a client ; or

¥.

(b} authorise any one or more compelent persons as inspectors o investigale

the affairs of such participant @

Provided that before making an order for enquis v or inspection, the Authority
shall give the participant an opportunity to show cause against the action proposed 1o he
taken. .

(4) A person appointed as inspector under suh-section (3) shall, for the pur-
poses of his investigation, have the same powers as are vesied in a court under the Code
of Civil Procedure, 1908 (Act V of [908), while trying a suit, in respect of the following
ratiers, nﬂmdy — ; i

ia)  enforcing the attendance of persons and examining them on oath or
affirmation ; *

b} - compelling the discovery and production of hooks and papers and any
material objects ; and

¥}
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{¢)  issuing commissions for the examination of witnesses

and every proceeding before such person shall be deemed to be "jud'u:iu.l proceeding”
within the meaning of sections 193 and 228 of the Pakistan Penal Code, 1860 (Act XLV
ol 18A0. :

(5)  Any contravention of or non-com[iliancc with any orders. directions or
requirement of the inspector exercising powers of a court under sub-section {(4) shall, in
all respects. entail the same liabilities, consequences and penalties as are provided for
such contravention, non-compliance or default under the Code of Givil Procedure, 1908,
and the Pakistan Penal Code,

(6)  Ewvery past and present partner, proprietor or employee of a participant
shall .on demand produce before inspector all information or such records and other
documents in his custody having a bearing on the subject-matter of the investigation.

{7} The inspector may, and if so directed by the Authority shall, make interim
reports i the Authority, and on the conclosion of the investigation, shall make a final
report to the Authority on the basis of which it may take such action as il deems
expedient. .

(8} If. from any report made under sub-section (7), it appears (o lhl.:\:m:ihurily
that any participant or any other person has Been guilty of any offence for which he is
criminally liable, the Authority may prosecute such participant or other person for the
offence. ' ' s

9y When an investigation is ordered to be made under this RECE{:ITI_, the expens-
es of the investigation shall, in the first instance be defrayed by the Authority; but any per-
son who is convicted on a prosecution instituted: in pursuance of sub-section (#) may,in
the same proceedings, be ordered to pay the said. expenses to such extent as may he
specilied by the Authority or as the court may so direct.

{11} The amount of expenses which any person is Hable undér this section to
reimburse 1o the Authority shall be recoverable from that person asoarrears of land
MEVYenLe, f

. ;

(11} In so far as the expenses to he defrayed by the Authority under this section

are not recovered thereunder. those shall be borne by the Federal Government,

(12) A copy of any report of any inspector or inspectors appointed under this
section authenticated in such manner as may he preseribed, shall be admissible in any
legal proceedings as evidence of the opinion of the inspector or inspectors in relation o
any matter contained in the report.

| &3
i Offences.—(1) Whoever knowingly and willally contravenes or attempts
lo contravene or abets the contravention of any of the provisions of this Act or the
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regulations made thereunder shall be punishable with a fine which may extend to five
hundred thovsand rupees and to a further fine not exceeding 1en thousand rupecs for every
day if such contravention continues after the imposition of the fine.

(2). NMNotwithstanding anything contained in sub-section (1), whoever know-
ingly and wilfully contravenes or atteanpts to contravene or abets the contravention of the
provisions of section 24 shall be punishable with a line which may extend to one million
rupees and to a further fine not exceeding twenty thousand rupees for every day afier the
lirst contravention during which the contravention continues or with [mprlx:mmcnl for a
term which may extend to five years, or with bath. '

{3}, Where an olfence under this Act has been committed by o company, every
person who at the time the offence was committed was in charge of, and was responsible
to, the company for the conduct of the business of the company shall be deemed o be
zuilty, of the offence and shall be Hable to be proceeded against and punished accordingly.

i4)  Notwithstanding anything ¢ontained in sub-scclion (3), where an oftence

under this Act-has been committed by a company and it is proved that the offence has been

. commitied with the consent or connivance of, or is attributable 1o any neglect on the part

ol any dircclor, manager, secretary or other employee of the company, such director,
manager, secretary or other employee shall also be deemed to-be guilty of the offence.

Explanation.—For the purposes of this section,—

{a) “company” means any hody corporate and inclides a parlnm.hm hrm or
other association of individuals ; and

(b ‘d:rexmr . in relation to a firm, means a pariner in the firm.

249,  Cognizance of offences hy cuurts.—Nu court or authority or officer shall
take cognizance of any offence punishable under this Act dr any regulations ar under any
" bye-laws made thereunder, save on a complaint made in writing by the Authority.

a0, Offences to be nun—cugnizahle.—ﬂntwithstanding anything contained in
the Code of Criminal Procedure, 1898 (Act V of 1898), every offence under this Act shall,
for the purposes of the said Code, be deemed o be non-coznizable.

31, Punishment and adjudication of fine or penalty.—{1) A fine for any
offence under, or contravention of any provisions of, this Act may be adjudged and
imposed by any member of the Authority,

{(2) The fine as aforesaid shall be imposed after giving the person concerned
an opportunity to show cause why he should not be punished for the alleged offence o
contravention and..if he so requests, after giving him a reasonable opportunity of being
heard personally or through such person as may be  ‘prescribed in this behalf.

(3} Where imprisonment is provided for any offence under, or contravention
of any provisions of, thH Act, it shall be dd_]udﬂed by a court not inferior t that of a cournt
of session.
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32, Review and appcal.'u-'—hny person—

{a} aggrieved by any order or senlence passed under sub-section (1} of section
31 may, within thirty days of such order or sentence, apply to the member
of the Authority passing the erder.or sentence for a review of such order or
sentence ; or '

by aggricved by any order or sentence ;;assed under sub-section (1) of section
© 31, may within sixty days of such order ur sentence, prefer an appeal to the
- Authority and the Authority may pass such order in relation to the appeal

as it thinks fit : ’

Provided that no order enhancing the fine shall be passed unless the applicant has
heen”given an opportunity of showing cause against it and, if he so requests, ol being
heard personally or through such person as may be prescribed in this behall.

33 Powers of the Authority in relation to proceedings.—( 1) The Authorily
shall. for the purposes of a proceeding in exercise of its powers and discharge of lunctions
under this Act, have the same powers as are vested in a court under the Code of Civil
Procedure, 1908, while trying a suit, in respect of the following matiers, namely -—

(a) summoning and enforcing the attendance of any witnesses and examining
him on-oath or affirmation | -

{b)  compelling the discovery or production of any document or other material
object ; - C e e

(¢} receiving evidence on affidavit ; ard
(d)  issuing commissions for the examination of withesses and documents.

(2)  Any proceeding before the Federal Government or the Authority or a mem
ber of the Authority under this Act shall be deemed to be a judicial proceeding within the
meaning of scction 193 and section 228 of the Pakistan Penal Code, 1860, and such
Government or Authority or,a member of the Authority shall be deemed to be a Civil
Court for the purposes of section 195 and Chapter XXXV of the Code of Criminal
Procedure, 1398, 3 & b ;

34, Amendment of Ordinance XLVII of 1984.—As from the. date of com-
mencement of this Act, sections'2, 3, 74, 77 and 209 of the Companies Ordinance, 1954 -
(XINVILof !984), shall have effect subject to the amendments specified in the Schedule 10
this Act, .

1 . Central depository to have power to make regulations.—{ 1) Subject to
prior appt wal of the regulations by the Authority, a central depository shall have the
power o make regulations from time to time © carry out its functions in accordance wit'
the provisions of this Act. ;



1176

THE GAZETTE OF PAKISTAN, EXTRA., JUNE 10, 1997 [PART 1

a

(2)

In particular, and without prejudice to the generality of the foregoing

power, such regulations may provide for all or any of the following matters, namely -—

{a}

(b)

(g

{d)
{e)

(f)

{g)

(h)

(i

(k)

(1}

{m)

(n}

{0y

. central depository ; )

(i)

manner of opening and maintaining accounts and sub-accounts with the

criteria for recognition of persons as eligible pledgees ; : .

qualifications ‘of account-holders for the purposes “of  becoming
participants i

manner and procedure of effec”ng transfers of book-entry securities ;

manner and timing of enuﬁ-]ng hook-entry securities in accounts and sub-
accounts ; :
types of accounts and sub-accounts which mﬁy be established with the
central depository for different classes of persons ;

manner of withdrawing securities from the central depository system of
the central depository ; :

: |
criteria for determininig close of business hours of the central depository an
each day ; : '

it P :

manner of making entries in accounts and sub-accounts maintained with
the central depository

manner of provision of information to a central depository by 4
participant under sub-section (2) of section 9 ; :

manner and timing of provision of information by the central depository
to issuers under sub-section (3} of section 9 :

details of information to be given by the central depository to issuers under
sub-section (5) of section 9 -. ' :

procedure for consolidation and sub-division of book-entry securitics
representing securities which have been consolidated or-sub-divided by an
issuer ; : :

new issues or offer for sale of securities .

manner of conversion of debt-hased hook-entry securities into equily-
bhased book-entry securities ; : '
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im I:nm'rdwing and lending of book-entry securities ;

(q)  regulating aceess to the computer system of the central depository and the
© limits of sich access ; ' ;

{r) ~ direct statements sent by a central depository to sub-account  holders ; and

{s)  any other matter for which a regulation is required to be or may be made
to carry out the purposes of this Act.

' - ;
(3} All regulations made under this section shall be published 1n the official
aazette and shall take effect upon such publication. ks

(4) Where the Authority considers it expedient so to do, it may, by order in
~writing, direct a central depository to make any regulation, or to amend or rescind any
regulation already made, within such period as it may specify in this behalf.

{5)  if a central depository fails or neglects to comply with any direction under
sub-section (4) within the specified period, the Authority may make or amend, with or
without modifications, or rescind, any regulation directed to be made, amended or
rescinded ; and a regulation so made, amended or rescinded by the Authority shall be
deeme to have been made, amended or rescinded by the central depository in accordance
with the provisions of this section and shall have effect accordingly. '

e

36, Removal of difficulties.—If any difficolty arises in giving effect to
any provisions of this Act, the Authority may, by notification in the official gazette, make
such provisions as may appear to it o be necessary. for the purpose of remmfmg such
difficulty.

SCHEDULE : L
(See section 34).
M«-TFNDMENT OF DRDINANCE XLVII DF 1984

As from the commencement of thls Act, the following amendments shall be
made in the Companies Ordinance, 1984 (XLVII of 1984}, namely '—

{a} - in section 2, in sub-section (1),—

{11 in clavse (2), in sub-clause (iii), in the second proviso, in item (ii),
after the words “Provincial Government”, occurring at the end, the
words and comma “or shares registered’ in the name of a central
depositary, where such shares are beneficially owned by the central
depository™ shall be inserted ; and -
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(i) after clause (5), the following new clause shall be inserted,
) namely — -
“(5A) “central depository’ means a eentral depository as deflined in
: ~ clause (cc) of section 2 of the Scécurities and Exchange
Ordinance, 1969 {XVII of 1969), and registered with the
Authority under section 32A of that Ordinance ; ;

(b} in section 3, in sub-section {1} in clause (b}, for the full stop at the end a
colon shall be substituted and thereafter the following proviso shall be
added, namely :— ; ‘

“Provided that, where a central depository holds more than fifty per
ceit of the voting securities of a company, such company shall not be
deemed to be a subsidiary of the central depesitory save.where such

g voting securities are held beneficially by the cenrral depasitory in ils own
behall.” ;

{c)  insection 74, in sub-section (1), '_fur the full stop at the end, & colon shall
be substituted and thereafter the following provisa shall be added,
i namely 1— !

“Proyided that; the company shall, within five days after an applica-

- lion is made for the registration of the wansfer of any ; shares, debentures

* - or debenture stock 1o a central depository, register such transfer in the
name of the central depository.” ; ?

(d) in section 77, in the first proviso, after the words “thirty days™, the words
' and comma “or, where the transfered is a central depository, within_ five
days” shall be inserted ; and ;

(e} in section 209, in sub-section (5),—

(i} in clause (b), in the proviso, the word ‘or’ oecurring at the end, shail
be omitted ; and ‘

(i) in clause (c), for the full stop, at'the end, the semi-colon and word
- .o shall be substituted and thercafter the following new clause
- shall be added, namely :— '

) from depositing with, or transferring 1o, .or holding, or
registering in the name of a central depository any shares or
securities.”,
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