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to make provision for the
establ i shnent and operation of book-entry systens for
the transfer of securities by central depository conpanies ;

VWHEREAS it is expedient to make provision for the
establ i shment and operation of book-entry systenms for the
transfer of securities by central depository conpanies ;

It is hereby enacted as follows : —

1.Short title, extent and commencenent.— (1) This Act
may be called the Central Depositories Act, 1997.

(2) It extends to the whole of Pakistan.
(3) It shall cone into force at once.

2. Definitions.—In this Act, unless there is anything
repugnant in the subject or context,—
(1) "access”, in relation to the central depository

s%stenlnaintained by a central depository, means
the placing of information on that system or the
retrieval of infornmation therefrom;

(2) "account" means an account nmintained by a
central depository in the nanme of an account
hol der so as to record the title of the account
hol der to any book-entry securities entered in
such account ;

(3) "account-holder" means a person who opens and
mai ntai ns an account with a central depository and
oper ates such account;

(4) "Authority" mnmeans the Corporate Law Authority
constituted under section 11 of the Conpanies
Ordi nance, 1984 (XLVII of 1984) ;

(5) "book-entry security", in relation to a central
depository, means a security whi ch I's
transferable by book-entry in the central

depository register pursuant to a declaration
made by the central depository under sub-section
(6) of section 4 and which is —



(6)

(7)

(8)
(9)

(10)

(11)

(12)

(a) in the case of a security transferable by
registration, registered in the nane of the
central depository or issued to the central
depository pursuant to section 14 ; or

(b) in the case of a security transferable by
delivery or endorsenent, deposited with or
transferred by endorsenment to the centra
depository ;

“central depository” neans a central depository
as defined in clause (cc) of section 2 of the
Securities and Exchange O dinance, 1969 (XVII of
1969), and registered with the Authority under
section 32A of that Ordinance ;

"central depository register” nmeans a
conputerised electronic register nmaintained by a
central depository in respect of book-entry
securities ;

"central depository  systent means  central
depository system establi shed under section 4 ;

"“debenture” nmeans a debenture as defined in
clause (12) of sub-section (1) of section 2 of
the Companies O dinance, 1984 (XLVII of 1984),
and includes a debenture issued by an issuer
ot her than a conpany ;

"“docunent evidencing title" includes, —

(a) in the case of any security which is not a
Government security, the share certificate
debenture certificate, nopdaraba certificate
or any other certificate representing the
security ; and

(b) in the case of any security which is a
Governnent security, such docunment or other
evidence of title thereto as a central
depository nmay require ;

“eligible pledgee" nmeans any person who, in
accordance with the regulations, 1s 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 book-entry
security, nmeans the transfer of a book-entry
security by electronic or simlar neans, the
pl edging of a book-entry security in accordance
with section 12 or the wthdrawal from the
central depository system of the security
represented by the book-entry security ;



(13) "information" includes data recorded in a form

which can be processed by equipnent operating
automatically in response to instructions given
for a particular purpose ;

(14) "issuer” neans any person, the Federal Governnent

or a Provincial Governnent who or which has
i ssued or proposes to issue any security ;

(15) "junbo certificates” mean one or nor e

consolidated certificates of the securities of
one kind or class

i ssued by an issuer which are registered in the
nanme of a central depository ;

(16) "menber" neans a nenber as defined in clause (21)

of sub-section (1) of section 2 of the Conpanies
Ordi nance, 1984 XLVII of 1984), and includes the
regi stered owner K eqU|ty security of an
| ssuer which is establls ed under any other |aw ;

(17) "participant” nmeans —

(18)

(19)

(a) an account-holder who is a nenber of a stock
exchange ; and

(b) any other account-holder who neets the
qual i fications of a participant prescribed in
the regul ations :

Provi ded that such account hol ders —

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

(ii) transfer any securities to the central
depository to the credit of any sub-accounts
under thelir respective accounts ; and

(iii)handl e, on behalf of sub-account holders, the
book-entry securities in the sub-accounts
under thelr respective accounts ;

“prescribed” means prescribed by regulations nade
under this Act;

"record" includes, in addition to a record in
writing, —

(a) any phot ograph ;

(b) any disc, tape, sound-track or other device in
whi ch sounds or other data (not being visual
|nagesL are enbodied so as to be capable (wth
or without the aid of sonme other instrunent or
machine) of being reproduced therefrom in



(¢)

audi bl e or readable form:; and

any film tape or other device in which visual
I mages are enbodied so as to be capable (with
or wwthout the aid of sone other instrunent)
ofdbeing reproduced therefromin visual form;
an



(20) -

(21)

(22)

(23) °

(24)

(25)

(d) any reference to a copy of a record includes —

(i) in the case of a record falling wthin
paragraph (b) but not Paragraph (c) of this
cl ause, a transcript the sounds or other
data enbodi ed therein ;

(ii)in the case of a record falling wthin
paragraph (c) but not paragraph (b) of this

clause, a still reproduction of the inmages
engodred t herein, ether enlarged or not ;
an

(itii)in the case of a record falling wthin both
paragraph (b) and paragraph (c) of this
cl ause, the transcript of the sounds or other
data enbodi ed therein together wth the still
reproduction of the images enbodi ed therein ;

rﬁgrster menbers” neans the register of
ers referred to in section 147 of the

anies Odinance, 1984 (XLVI1 of 1984), and
|nc udes the regrster of owners of any equrty
securities of an issuer established under any
ot her | aw ;

"regi ster of debenture-holders" neans the register
of debenture holders referred to in section 149 of
t he Conpani es Ordi nance, 1984 (XLVII of 1984), and
I ncludes the register of holders of any non-equity
securities of an issuer other than a conpany ;

"Registrar” neans the Registrar as defined in
cl ause (31) of sub-section (1) of section 2 of the
Conpani es Ordi nance, 1984 (XLVII of 1984) ;

‘regul ations" nmeans the regulations nade pursuant
to section 35 ;

"“security" neans —

(a) a security as defined in sub-clause (i) of
clause (1) of section 2 of the Securities and
Exchange Ordi nance, 1969 (XVII of 1969) ;

(b) any Governnent security ;

(c) any derivative relating to a security or a
Gover nnment security ; or

(d) any other instrunent specified by the Federal
Governnent, by a notification in the official
gﬁzetke to be a security for the purposes of
this Act ;

"State Bank"™ means the State Bank of Pakistan
establ i shed under the State Bank of Pakistan Act,
1956 (XXXl of 1956) ;



(26) "stock exchange" means a stock exchange registered
under the Securities and Exchange Ordinance, 1969
(XVIl of 1969) ;

(27) "sub-account” nmeans a sub-account nmaintained, as
part of the account of a participant, in
accordance wth the regulations by a central
depository in the nane of a sub-account holder so
as to record the title of the sub-account hol der
to any book-entry securities entered in such sub-
account ; and

(28) "sub-account hol der" neans a person in whose nane
a sub-account is opened and naintained by a
participant with a central depository and is
operated by that participant.

3.0Overriding effect.— The provisions of this Act shal
have effect notwithstanding anything contained in the
Conpani es Ordi nance, 1984 (XLVII of 1984), or in any other
law or in any charter, statute or nmenorandum or articles of
associ ation or in any applicable docunent or resol ution.

4. Central depository system — (1) A central depository
shall establish a central depository system whereby, in
accordance wth the regul ati ons, —

(a) (i) accounts nmay be opened and nmintained wth
the central depository by the account-hol ders
so as to record the title of the account-
hol ders to book-entry securities entered in
such accounts ; or

(1i1) where the account holders are participants,
sub-accounts may be opened and nai ntai ned, as
part of the accounts of the participants,
wth the central depository by t he
ﬁart|0|pants on behalf of the sub-account

ol ders so as to record the title of the sub-
account holders to book-entry securities
entered in such sub-accounts ;

(b) transfers of such book-entry securities shall be
efgected el ectronically or by any simlar neans ;
an

(c) pledging of such book-entry securities nmay be
effected in accordance with section 12.

(2) Were any securities are issued to or registered in
the name of a central depository or transferred b
endorsenent to or deposited with a central depository, suc
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) Notwi thstanding anything contained in sub-section
(1), a participant may, with the witten authorisation of



his clients, enter book-entry securities beneficially owned
by the clients in his own account w thout establishing sub-
accounts in the names of such clients in the central
depository system:

_ Provided that the <central depository may its
di scretion, enquire whether such authorisation has been
obt ai ned 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 a nom nee for account
hol ders and for facilitating the transfer of such book-entry
securities.

Provided that nothing contained herein shal
construed as preventing a central depository from holdln%
book-entry securities, as a beneficial owner suc
securities, in its own account opened and naintained on its
own centr al depository system

(5 The title to any book-entry securities entered in
an account shall vest in the account holder and the title to
any book-entry securities entered in a sub-account shall
vest in the sub-account hol der.

(6) The central depository system of a central
depository shall handle such securities as book-entr
securities as are declared as such by the centra
depository.

_ (7) Different types of accounts and sub-accounts for
different classes of persons nmay be opened with a centra
depository in accordance with the regul ati ons.

5. Central depository not to be a nenber of an issuer
etc. — (1) Were a central depository is named in the
regi ster of menbers of an issuer,

(a) the central depository shall be deened not to be a
menber of the issuer ; and

(b) the persons nanmed as the account-holders or, as
the case may be, the sub-account holders shall
for such period as the book-entry securities
representing securities carrying voting rights in
the issuer are entered against their names in the
central depository register, be deened to be
menbers of the issuer in respect of such
securities and shall, except as is otherw se
prOV|ded in this A@t, be entitled to all the

I ghts, powers and privileges and be subject to
aII t he liabilities, duties and obligations of a
nenber as are or may be conferred by the Conpanies
Ordi nance, 1984 (XLVII of 1984), or by any other
law for the time being in force or by the charter,



statute or nmenorandum or the articles of
associ ation of the issuer.

(2) Were a central depository is a debenture-hol der of
an issuer or is the owner of securities of an issuer
(whet her equity securities or debt securities) which do not
carry voting rights in the issuer,—

(a) the central depository shall be deened not to be
t he owner of such securities ; and



(b) the persons named as the account holders or, as
the case may be, the sub-account holders shall,
for such period as the book-entry securities
representing such securities are entered against
their names in the central depository register, be
deened to be the owners 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 the owners of such
securities as are or my be conferred by the
Conpani es Ordi nance, 1984 (XLVII of 1984), or by
any other law for the tinme being in force or in
terms of any docunents creating such securities.

(3) Nothing in this Act shall be construed as
af fecting, —

(a) the obligation of an issuer to keep a register of

its menpbers or debenture holders or allow

i nspections of such register under the provisions

of the Conpanies O dinance, 1984 (XLVII of 1984),

?r under any other law for the tinme being In
orce :

Provided that the issuer shall not be obliged to enter
in any registers mintained by it the nanes and
particul ars of ersons who are menbers of the issuer
under clause (b) of sub-section (1) or owners of the
securities of the issuer under clause (b) of sub-section

(2) ;

(b) (i) the right of an account holder to request
wi t hdrawal of his securities from the central
depository system at any tine and, where
applicable, to have them registered in his
name, or where the account-holder is a
participant, in any other nane ; or

(ii) the right of a participant to request a
wi t hdr awal of hi s sub- account hol der s’
securities from the central depository system
at any tine and, where applicable, to have
themregistered in the nane of his sub-account
hol der ; or

(c) the right of a central depository to hold book-
entry securities beneficially in its own behalf.

(4) Notw thstandi ng any-thing contained in this Act, an
account - hol der or a sub-account holder, who is nanmed in the
central depository register, 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 nenbers of an issuer,
as the holder of Dbook-entry securities representing
securities carrying voting rights in the issuer, shall be



regarded as a nenber of the issuer for the purpose of
attendi ng and exercising all rights at a general neeting of
the nmenbers of the issuer in respect of which the register
of nenbers has been cl osed.

(5) Notwi thstandi ng any-thing contained in this Act, an
account - hol der or a sub-account holder, who is named in the
central depository register, 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 non-equity
securities of an issuer, as the owner of book-entr
securities representing such securities of the issuer, shal
be regarded as an owner of such securities for the purpose
of attending and exercising all rights at a general neetin?
of the owners of such securities of the issuer in respect o
whi ch the register of such securities has been closed.

6. Transfers under book-entry systen1——(]? Subject to
the provisions of this Act, a transfer of book-entry
securities from accounts or sub-accounts to other accounts
or sub-accounts shall be made in such nmanner as nay be
prescri bed and shall be effected by naking of an appropriate
entry in the central depository register in accordance wth
such regul ati ons.

(2) A transfer of book-entry securities in the manner
set out in sub-section (1) shall be a 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 tinme in accordance with the provisions of section
6 —

(a) the transferee shall be deened to have agreed to
have accepted the transfer of such book-entry
securities subject to the terns and conditions on
which the transferor held them inmmedi ately before
the tinme of such transfer, and

(b) the transferee shall be deened to have, where
applicable, agreed to beconme a nenber of the
issuer and to be bound by the issuer's charter,
statute or nenorandum and articles of association,
as the case may be.

8. Central depository discharged from liability if
acting on instructions.—(1) A central depository, if acting
in good faith and w thout negligence, shall not be liable to
for any |oss, damages, conpensation, costs and expenses in
tort or under any |law or contract for any breach of trust or
duty where the central depository has, in the accounts or



sub-accounts maintained by it, made or allowed to be made
entries or handled or allowed handling of any book-entry
securities, according to the instructions of an account-
hol der or a participant, notw thstanding that the account
hol der or the participant, as the case may be, had no right
to dispose of or take any other action in respect of such
book-entry securities.



(2) A central depository, if acting in good faith and
wi t hout negligence, shall be fully discharged of its
obligations to an account-hol der and participant, upon the
transfer or delivery of book-entry securities under the
i nstructions of the account holder or participant, as the
case may be.

(3) A central depository shall not be required to
enqui re whet her or not —

(a) an account-holder or a participant, has a
right to handle any book-entry securities
entered in his account or in any sub-account
under his account, as the case may be, or to
take any action in that regard ; or

(b) the docunent evidencing title in respect of a
security deposited with an issuer for the
pur pose of registration of the transfer of the
security in the nane of the central depository
I S genui ne.

(4) Except as provided in this Act, a centra
depository shall not owe any fiduciary or any other
obl i gati ons what soever, i ncl udi ng, wWithout limtation to
the generality of the foregoing, any obligations in |aw,
contract, tort, warranty or strict liability, to the sub-
account holders in whose names sub-accounts are maintained
in the central depository system

(5 Wthout prejudice to the provisions of any
other law for the tine being in force, if any |oss
Is caused to an account hol der or a sub-account
hol der due to any negligent or wongful act or

omi ssion of a central depository or any of its enployees,
the central depository shall conmpensate such account hol der
or sub-account hol der for such | oss.

9. Central depository to supply information.— (1) Every
i ssuer which is a conpany or other body corporate and whose
securities are entered in the central depository systemof a
central depository shall request the central depository, at
such tines as nmay be prescribed in the regulations, for a
list of the nanes and other relevant details of the account-
hol ders and sub-account holders, holding the book-entry
securities of such issuer together with details of the book-
entry securities of such issuer entered in the accounts of
guch account hol ders or sub-account hol ders, as the case may
e_

(a) for sending notices to any account-hol ders and
sub-account hol ders of general neetings of the
hol ders of any securities of the issuer ;



(b) for sending any other notices or docunents to
any account holders and sub-account holders
which are required to be sent by the issuer to
hol ders of any securities of the issuer ;

(c) for the purpose of allown any account -
hol ders and sub-account holders to attend
general neetings of any hol ders of securities
of the issuer or to appoint proxies for this
pur pose ;

(d) for despatching dividend or other warrants to
any account-hol ders and sub-account hol ders ;

(e) for despatchin? to any account-holders and
sub-account holders any other paynents or
benefits paid by the issuer ; or

(f) for despatching to any account holders and
sub-account hol ders  for nal offers for
subscription of securities of the issuer.

(2) A participant may, in respect of such book-entry
securities as are beneficially owned by his clients and
entered in his account, supply to the central depository the
names and other details of such clients together wth
instructions that such nanes and other details be forwarded
to the issuer upon a request for information made by the
i ssuer under sub-section (1) :

Provi ded that the persons whose nanes are supplied by a
participant under this sub-section shall be deened to be
sub-account holders holding the book-entry securities to
whi ch they are stated by the participant to be entitled and
shall be entitled to the rights of sub-account holders set
out 1 n section 5.

(3) Subject to sub-section (2), the central depository
shall supply to an issuer the information requested by the
i ssuer 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 determ nation
0 entitl enment of any account - hol ders and sub-
account holders, in relation to the book-entry securities of
the issuer held by them to attend any neetings of the
issuer or to recelve paynents of any dividends or other
anpunts payable by the issuer or to receive any offers for
subscription of any shares in the issuer or for any other
purpose as required by any law or the issuer's charter,
statute or nenorandum 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 nenbers, debenture
hol ders or any other securities of the issuer.



(4) Subject to sub-sections (5) and (6), an issuer to
whom sub-section (1) alopl ies shall rely upon the information
supplied by the central depository under sub-section (3).



(5 An issuer who is liable to pay any dividend or
ot her amount or issue any offer for subscription of any
securities to any account-holders or sub-account hol der s
shall pay such dividend or other anmount or issue such offer
for subscription of securities in accordance wth such
information as a central depository may give in accordance
wth the regulations and such paynent or issue shall
di scharge the issuer fromany liability in respect of that
paynent or issue to the relevant account holders or sub-
account hol ders.

(6) Al notices and ot her docunments which an issuer is
obliged or required to send to its nenbers or holders of any
of its securities, shall in cases where an account-hol der or
a sub-account holder is deened to be a nenber or hol der of
any securities of the issuer, be sent directly to the
account - hol der or the sub-account holder, as the case mm
be, on the basis of information provided by the centra
depository under sub-section (3) and in such manner as
notices and docunents are required to be sent by the
Conpani es Ordi nance, 1984 (XLVII of 1984), or any other
applicable law or articles of association.

10. Bonus issue by an issuer.— (1) Were an issuer
whose securities are entered in the central depository
system nmakes a bonus issue, the securities to be issued on
the nunber of securities of that issuer registered in the
name of the central depository shall be allotted to the
central depository.

(2) The central depository shall, wupon allotnment of
securities under sub-section (1), determne the entitlenents
of the relevant account-holders and sub-account holders to
such securities in proportion to the other securities of the
sane i ssuer standing in their accounts and sub-accounts,
as of the close of business hours of the central depositor
on the day before the first day of the period of closure o
register of nenbers, debenture holders or any other
securities of the said issuer and enter the book-entry
securities in the relevant accounts and sub-accounts in
accordance with the determned entitlenents :

Provided that fractional entitlenents to book-entry
securities relating to the bonus securities shall not be
credited by the central depository to the relevant accounts
and sub-accounts but the book-entry securities representing
such fractional entitlenents shall be consolidated and dealt
with in accordance with the regul ati ons.

~11. Bar on rectification of central depository
regi ster. —Notw t hst andi ng anyt hing contai ned i n section 152
of the Conpanies Ordinance, 1984 (XLVII of 1984), if —



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

(b) the name of any account-holder or sub-account
hol der is fraudulently or w thout sufficient cause
entered in, or omtted from the central
depository register,

the aggrieved party may apply to the court for relief and
the court may award damages to the ag?rleved_party but shal
not order rectification of the central depository register.

EXPLANATION : The expression "court" for the purposes
of this section shall nman the Hgh Court having
jurisdiction over the defendant.

12. Pledge of book-entry securities.—(1) Book-entry
securities shall be pledged only in favour of an eligible
pl edgee to secure the paynment of a debt or liability or
performance of any obligation by anK account hol der directly
or by any sub-account hol der through instructions given to a
partici pant when the book-entry securities are blocked in
t he manner set out in sub-section (2).

(2) The book-entry securities to be pledged shall be
bl ocked when an account holder or a participant gives
instructions to the central depository system in a manner
that the pledgor or the relevant participant when the

| edgor is a sub-account hol der ceases to handl e the pl edged

ook-entry securities and notice of the Dblocking is
avail able through the central depository system to the
el i gi bl e pl edgee.

(3) A pledgee of the pledged book-entry securities
shall, in addition to the powers available to himunder the
Contract Act, 1872 (Act IX of 1872), have the follow ng
powers : —

(a) a power, upon the default of the pledgor, to
transfer the pledged book-entry securities or
any part thereof ; and

(b) any other power which may be granted to himin
witing by the pledgor in relation to the
pl edged 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
pl edgee to renove the block from the pledged book-entry
securities in such manner that they are available to the
pl edgor for the purpose of handling them



(5) The central depository system shall not allow the
pl edgor to handle the pledged book-entry securities save
upon the renoval by the pledgee of the block from such
pl edged book-entry securities.

(6) A participant shall not create a pledge over any
book-entry securities entered in any sub-accounts naintai ned
under his account with the central depository wthout the
aut hori sati on of the sub-account hol der concer ned.

(7) No pledge of any book-entry securities may be nade
except as provided in this section.

(8) Except as otherwise provided in this section, the
provisions of the Contract Act, 1872 (Act |X of 1872) :
shal| be applicable to pledging of book- entry securities.

EXPLANATI ON For the purpose this section, the
account - hol der or sub-account holder, as the case may be,
pledglng any book-entry securities shall be called the

'pl edgor"”, the eligible pledgee i n whose favour a pledge of
book- entry securltles is made be called the "pledgee" and
the book-entry securities when blocked are be called the
"pl edged book-entry securities".

13. Consolidation or sub-division of securities by an
I ssuer.— Waen an issuer announces a consolidation or sub-
division of his securities, the book-entry securities of
such issuer as are entered in the accounts and sub-accounts
mai ntained in the central depository register shall in |ike
manner and in accordance with the regulations shall be
consolidated or sub-divided, as the case may be, in the
central depository register.

14. Regulations for issue or offer for sale of
securities.— (1) A central depository may make regul ations
which permt any issuer to enter into an arrangenent wth
the central depository whereunder the issuer may register in
the nanme of the central depository all the securities of one
class after making allocation of such securities to the
subscri bers of the securities.

(2) VWere any issuer enters into an arrangenent
referred to in sub-section (1) with a central depository and
reg|sters the securities in the nane of the central

BOS|tory the central depository shall ensure that every

scriber of the securities or any account holder
deS|gnated by such subscriber is credited with book-entry
securities representing his entitlenent to such securities.

(3) A central depository may make regul ations
which permt any person intending to make an offer
for sale of securities to the public to enter into an



arrangement with the central depository whereunder
the securities which are to be offered for sale by
t hat person may be transferred in the name of the central
depository after the acceptance of offer from persons who
apply to purchase such securities.

(4) Were any person intending to nmake an offer for
sale of securities to the public enters into any arrangenent
referred to in sub-section (3) with a central depository and
transfers the securities in its nanme, the central depository
shall ensure that every purchaser of the securities or an
account hol der designated by such purchaser is credited wt
book-entry securities representing his entitlenent to such
securities.

15. Conversion of non-equity securities into equity
securities.— \Were any debentures, bonds or any other non-
equity securities, whether partly or wholly convertible into
equity securities or with warrants to subscribe to equity
securities of an issuer, are converted into equity
securities, a central depository shall take appropriate
action, in accordance wth the regulations, in respect of
the book-entry securities representing such debentures,
bonds or other non-equity securities to give effect to such
conver si on.

16. Issuance of Junbo Certificates.— Every issuer of
the securities registered in the nanme of a centra
depository shall, if so requested by the central depositor
in witing, 1issue to it junmbo certificates, of suc
denom nations as may be requested by the central depository,
upon the occurrence of any increase or decrease in the
nunber 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
regi stered or head office of the issuer in the sane manner
and to the extent provided in any law for the time being in
force pursuant to or by which such issuer was established or
I S gover ned.

EXPLANATI ON : For the purposes of this sub-section, the
expression "law' shall include any rules or regulations
governi ng such issuer.

_ (2) The information nmade avail abl e upon any request for
I nspection under sub-section (1) shall be correct as of the
cl ose of business hours of the central depository on its
first working day in the nonth preceding the nonth in which



the request for inspection is nmade :

Provided that where any closure of the register of
menbers or debenture holders or of the holders of any other
equity or non-equity securities, of the issuer has occurred
subsequent to the first working day of the central
depository in the nonth preceding the nonth in which the
request for inspection is mnmde, the information nade
avai |l abl e uPon any request for inspection shall be correct
as of the close of business hours of the central depositor
on the day before the first day of the latest period o
closure of register of nenbers or debenture holders or of
the hol ders of any other equity or non-equity securities, as
the case may be, of the issuer

Provi ded further that where notice of a general neeting
of the nmenbers or debenture holders or of the holders of any
other equity or non-equity securities of the issuer has been
I ssued, the information nmade avail abl e upon any request for
I nspection under sub-section (1) shall be correct as of the
cl ose of business hours of the central depository on the
third day before the date of receiving the request for
I nspection.

18. Record of an entry prima facie evidence.—A record
of an entry in an account or a sub-account shall be prinm
facie evidence of the truth of the matters so recorded.

19. Borrowing or lending of securities.— Book-entry
securities may, 1n accordance with the regulations, be
borrowed or lent in the interest of the snmooth and orderly
functioning of stock exchanges.

20. Duty to maintain secrecy.— (1) Except as provided
inthis Act or in any other law for the tine being in force,
no director or officer of a central depository or a

articipant, whether during his tenure of office or during

I's enploynment or thereafter, and no other person who has by
any nmeans knowl edge of any information or docunent
what soever relating to the affairs of any of the account
hol ders, and in particular, relating to their accounts or
sub-accounts, shall give, divulge, reveal or otherw se
di scl ose such information or docunent to any other person.

(2) A person who has any information or docunent which
to his know edge has been disclosed in contraventi on of sub-
section (1) shall not in any manner howsoever disclose it to
any ot her person.

21. Permtted disclosures.— Subject to the provisions



of this Act, the provisions of section 20 shall not entitle
any person to refuse to disclose any information or
docunent s—

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

(b) in a case where an account-hol der or a sub-account
hol der is declared a bankrupt, or, if the account-
hol der or sub-account hol der, as the case nay be,
is a conpany or body corporate and is being or
has been, wound up wthin or outside Pakistan ;

(c) in the case of any Ilitigation or other |egal
proceedi ngs ;

(d) to any person duly authorised by a conpetent
court, the Authority or the State Bank of Paki stan
to investigate into any offence under any |law for
the tinme being in force ;

(e) for the purpose of enabling or assisting the
Authority to exercise any power conferred on it by
yhi? Act or by any other law for the tinme being
in force ;

(f) for the purpose of enabling or assisting the State
Bank of Pakistan to exercise any power conferred
on it by any other law for the time being in force

(g) for the purpose of enabling or assisting a stock
exchange or clearing house of a stock exchange to
di scharge its functions;

(h) for the purpose of enabling or assisting auditors
of a central depository or participant to
di scharge their functions ; or

(i) to the Authority if the disclosure is required in
the interest of investors or in the public
i nterest.

22. Regul ation of access to the conputer system —(1) A
central depository may, in accordance with the regul ations,
aut hori se any account hol ders, the stock exchanges on which
the securities in relation to book-entry securities entered
in the central depository register of the central depository
are listed, clearing houses of such stock exchanges or
i ssuers to have access to its conputer system within such
limts and for such purposes as may be specified in such
regul ati ons.

(2) No person —
(a) who, being a person authorised to have access



under sub-section (1), shall gain access, or
attenpt to gain access, to a conputer system
of a central depository, whether by neans of
any device or apparatus formng part of the
conputer system or by any other neans, beyond
the limts or for purposes other than for
which he is authorised thereunder ;

(b) who, not being a person authorised to have
access under sub-section (1), shall gain
access, or attenpt to gain access, to a
conputer system of a central depository,
whet her by neans of any device or apparatus
formng part of the conputer system or by any
ot her means; or

(c) shall unlawfully interfere with, or inpede, or
attenpt to interfere with or inpede, the
operation of a conputer 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 depository shall provide such
assistance to the Authority, the State Bank of Pakistan, the
Regi strar, stock exchanges and to any person acting on their
behal f, as they reasonably require for the performance of
their functions and duties under this Act or under any ot her
|l aw for the tinme being in force.

24. Handling book-entry securities without authority.—
(1) A participant shall not handle or authorise or permt
any handling of book-entry securities entered in the sub-
accounts mai ntai ned under his account w thout authority of
t he sub-account hol der.

2) A participant shall not, except with the authority
of his clients, handle or authorise or permt any handling
of book-entry securities beneficially owned by such clients
and entered In his account.

25. Nom nation and transm ssion.— The provisions of
sections 79, 80 and 81 of the Conpanies Odinance, 1984
(XLVI1 of 1984), shall, mutatis mutandis, apply to book-
entry securities and all references to nenber or hol der of
debentures in those sections shall be construed as
references to account-holders or sub-account holders, and
all references to a conpany shall be construed as references
to a central depository in case the book-entry securities
bel ong to an account-holder and to a participant in case the
book-entry securities belong to a sub-account hol der.



26. Settlement of securities transactions using the
central depository systen1—— 1) Subject to the provisions of
this Act, no transfer of ook-entry securities shall be
effected on the central depository system unless at | east
one party to the transaction in respect of which the
transfer of book-entry securities is sought to be effected
is a nmenber of a stock exchange.

(2) Notwi thstanding the provisions of sub-section (1),
a central depository shall make regulations prescribing
transactions, other than the transactions referred to in
that sub-section, in respect of which transfers of book-
entry securities may be effected on the central depository
system :

Provided that a central depository may, before nakin?
or allowing the entry to be made, require the production o
such docunentary evidence as may be prescribed in the
regul ati ons.

27. Power of Registrar and Authority to call for
i nformati on or appoint inspectors.—(1) hbthinP contained in
this Act shall be construed to inpose an imts on the
powers of the Registrar or the Authority under the Conpani es
Ordi nance, 1984 ( XLVII of 1984 ), as regards calling for
any information from and appointing any persons as
i nspectors to investigate the affairs of a centra
depository or of any ﬁarticipant which is a conpany or is a
corporation to whic the provisions of +the Conpanies
Ordi nance, 1984 (XLVII of 1984), apply.



(2) Nothing contained in this Act shall be construed to
i npose any limts on the powers of any conpetent authority
under any other law for the tinme being in force as regards
calling for any information from or «carrying out any
investigation into the affairs of a participant which is
establ i shed under or is otherw se governed by such | aw.

(3) The Authority, on being satisfied that the affairs
of a participant, not being 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 or any other persons or
for a fraudulent or wunlawful purpose, may by order in
witing, —

(a) call wupon such participant to furnish in witing
such information relating to book-entry securities
held by him on the central depository register,
whet her on his own behalf or on behalf of a client
;or

(b) authorise any one or nore conpetent persons as
i nspectors to investigate the affairs of such
partici pant :

Provided that before making an order for enquiry or

i nspection, the Authority shall give the participant an
opEortunlty to show cause against the action proposed to be
t aken.

(4) A person appointed as inspector under sub-section
(3) shall, for the purposes of his investigation, have the
same powers as are vested in a court under the Code of G vi
Procedure, 1908 (Act V of 1908), while trying a suit, in
respect of the followng matters, nanely: —

(a) enforcing the attendance of persons and exam ning
themon oath or affirmation ;

(b) conpelling the discovery and production of books
and papers and any naterial objects ; and

(c) issuing commssions for the examnation of
W t nesses ;

and every_proceeding_before such person shall be deened to
be "judicial proceeding” within the nmeaning of sections 193
and 228 of the Pakistan Penal Code, 1860 (Act XLV of 1860).

(5 Any contravention of or non-conpliance with any
orders, directions or requi r ement of the inspector
exercising powers of a court under sub-section (4) shall, in
all respects, entail the sane liabilities, consequences and
penalties as are provided for such contravention, non-
conpliance or default under the Code of G vil Procedure,
1908 (Act V of 1908), and the Pakistan Penal Code 1860 (Act
XLV of 1860).



(6) Every past and present partner, proprietor or
enpl oyee of a participant shall on demand produce before
i nspector all information or such records and other
docunments in his custody having a bearing on the subject-
matter of the investigation.

(7) The inspector may, and if so directed by the
Aut hority shall, make interimreports to the Authority, and
on the conclusion of the investigation, shall nmake a final
report to the Authority on the basis of which it nmay take
such action as it deens expedient.

8) If, from any report nade under sub-section (7), it
appears to the Authority that any Participant or any other
person has been guilty of any offence for which he is
crimnally |iable, the Authority nmay prosecute such
partici pant or other person for the offence.

(9) Wien an investigation is ordered to be made under
this section, the expenses of the investigation shall, in
the first instance be defrayed by the Authority ; but any
person who is convicted on a prosecution instituted in
Bursuance of sub-section (8) may, in the same proceedings,

e ordered to ﬁay the said expenses to such extent as may be
specified by the Authority or as the court may so direct.

(10) The anopunt of expenses which any person is |liable
under this section to reinburse to the Authority shall be
recoverable fromthat person as arrear of |and revenue.

(11) In so far as the expenses to be defrayed by the
Aut hority under this section are not recovered thereunder
those shall be borne by the Federal Governnent.

_ (12) A copy of any report of any inspector or
|n3ﬁectors appoi nted under this section authenticated in
such manner as may be prescribed, shall be adm ssible in any
| egal proceedings as evidence of the opinion of the
I nspector or inspectors in relation to any matter contained
in the report.

28. O fences.— (1) Woever knowngly and wllfully
contravenes or attenpts to contravene or abets the
contravention of any of the provisions of this Act or the
regul ati ons nmade thereunder shall be punishable wth a fine
which nmay extend to five hundred thousand rupees and to a
further fine not exceeding ten thousand rupees for ever¥ day
}f such contravention continues after the inposition of the

i ne.

(2) Notwi thstanding anythinq contained in sub-section
(1), whoever knowingly and willfully contravenes or attenpts



to contravene or abets the contravention of the provisions
of section 24 shall be punishable with a fine which may
extend to one million rupees and to a further fine not
exceeding twenty thousand rupees for every day after the
first contravention during which the contravention conti nues
or with inprisonnment for a term which may extend to five
years, or wth both.

(3) Where an offence under this Act has been conmtted
by a conpany, every person who at the tinme the offence was
commtted was in charge of, and was responsible to, the
conpany for the conduct of the business of the conmpany shal
be deened to be guilty of the offence and shall be liable to
be proceeded agal nst and puni shed accordi ngly.

(4) Notw thstanding anything contained in sub-section
(3), where an offence under this Act has been conmtted by a
cpnﬁanﬁ and it is proved that the offence has been commtted
with the consent or connivance of, or is attributable to any
negl ect on the part of any director, nanager, secretary or
ot her enployee of +the conpany, such director, nanager,
secretary or other enployee shall also be deened to be
guilty of the offence.

EXPLANATI ON : For the purposes of this section,—

(a) "conpany” means any body corporate and
includes a partnership firm or ot her
associ ation of 1ndividuals ; and

(b) "director", in relation to a firm neans a
partner in the firm

29. Cogni zance of offences by courts.— No court or
authority or officer shall take cognizance of any offence
Bunlshab e under this Act or any regulations or under any

ye-laws made thereunder, save on a conplaint made in
witing by the Authority.

30. O fences to be non-co?nizabLe.—— Not wi t hst andi ng
anything contained in the Code of Crimnal Procedure, 1898
(Act V of 1898), every offence under this Act shall, for the
pur poses of the said Code, be deened to be non-cogni zabl e.

31. Punishnment and adjudication of fine or penalty.—
(1) A fine for any offence under or contravention of any
provisions of this Act nmay be adjudged and inposed by any



Menber of the Authority.

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

(3) Wiere inprisonnment is provided for any offence
under or contravention of any provisions of this Act, it
shal | be adjudged by a court not inferior to that of a court
of session.

32. Review and appeal . —Any person —

(a) aggrieved by any order or sentence passed under
sub-secti on &}) of section 31 may, within thirty
days of such order or sentence, apply to the

Menber of the Authority ﬂassing the order or
sentence for a review of such order or sentence ;

or

(b) aggrieved by any order or sentence passed under
sub-section (1) of section 31, may wthin sixt
days of such order or sentence, prefer an appea
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 been given an opportunit
of showi ng cause against it and, if he so requests, o
bei ng heard personally or through such person as may be
prescribed in this behalf.

33. Powers  of the Authority in relation to
proceedi ngs. — (1) The Authority shall, for the purposes of
a proceeding in exercise of its powers and discharge of
functions under this Act, have the sane powers as are
vested in a court under the Code of Civil Procedure, 1908
§Act V of 1908), while trying a suit, in respect of the

ollowing matters, nanely :—

(a) summoning and enforcing the attendance of any
W tnesses and examining him on oath or
affirmation ;



(b) conpelling the discovery or Broduction of any
docunent or other material object ;

(c) receiving evidence on affidavit ; and

(d) issuing comm ssions for the exam nation of
W t nesses and docunents.

(2) Any proceeding before the Federal Governnent or
the Authority or a nmenpber of the Authority under this Act
shall be deenmed to be a judicial proceeding within the
nmeani ng of section 193 and section 228 of the Pakistan
Penal Code, 1860 (Act XLV of 1860), and such Governnent or
Aut hority or a nmenber of the Authority shall be deened to
be a Cvil Court for the purposes of section 195 and
C?agggg)xxxv of the Code of Crimnal Procedure, 1898 Act V
0 .

34. Anmendnent of Ordinance XLVII of 1984. —As fromthe
date of commencenent of this Act, sections 2, 3, 74, 77
and 209 of the Conpanies O dinance, 1984 (XLVII of 1984),
shall have effect subject to the anmendnents specified In
the Schedule to this Act.

35. Central depository to have power to make own
regul ations.— (1) Subject to prior approval of the
regul ations by the Authority, a central depository shal
have the power to meke regulations from tine to tinme to
c?rr _oq& its functions in accordance with the provisions
of this Act.

(2) In particular, and wthout ﬁrejudice_ to the
generality of the foregoing Pomerh such regul ations nmay
provide for all or any of the followng matters, nanely :—

(a) manner of opening and nmmintaining accounts
and sub-accounts with the central depository

(b) criteria for recognition of persons as
el i gi bl e pl edgees ;

(c) qualifications of account holders for the
pur poses of becom ng participants ;

(d) rmanner and procedure of effecting transfers
of book-entry securities ;

(e) manner and timng of entering book-entry
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(9)

(h)

(i)

(k)

(1)

(m

(n)
(0)

(pP)
(a)

(r)
(s)

(3) Al

securities in accounts and sub-accounts ;

types of accounts and sub-accounts which may
be established with the central depository
for different classes of persons ;

manner of wthdrawing securities from the
central depository system of the central
depository ;

criteria for determining close of business
hours of the central depository on each day ;

manner of making entries in accounts and sub-
accounts mai nt ai ned W th t he central
depository ;

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

manner and timng 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 securities representing
securities which have been consolidated or
sub-di vided by an issuer ;

new i ssues or offer for sale of securities ;

manner of conversion of debt-based book-entry
securities into equity-based book-entry
securities ;

borrow ng and | endi ng of book-entry
securities ;

regul ating access to the conmputer system of
the central depository and the limts of such
access ;

direct statenents sent by a central depository
to sub-account holders ;

any other matter for which a regulation is
required to be or nmay be made to carry out the
pur poses of this Act.

regul ati ons made under this section shall be

published in the official gazette and shall take effect upon
such publication.



(4) VWhere the Authority considers it expedient so to
do, it may, by order in witing, direct a central depository
to make any regulation, or to anend or rescind any
regul ation alrea made, wthin such period as it nmay
specify in this behal f.

(5) If a central depository fails or neglects to conply
with any direction under sub-section (4) wthin the
specified period, the Authority may nake or anmend, with or
w t hout nodifications, or rescind, any regulation directed
to be made, anended or rescinded, and a regul ation so nade,
anmended or rescinded by the Authority shall be deened to
have been nmde, anended or rescinded by the central
depository in accordance with the provisions of this section
and shall have effect accordingly.

36. Renoval of difficulties.— If any difficulty arises
in giving effect to any provisions of this Act, the
Aut hority may, by notification in the official gazette, nake
such provisions as nmay appear to it to be necessary for the
pur pose of renoving such difficulty.



SCHEDULE
(See section 34)

AMENDMVENT OF ORDI NANCE XLVII OF 1984

As from the commencenent of this Act, the follow ng
amendnents shall be nade in the Conpanies O dinance, 1984
(XLVI1 of 1984), nanely :—

(a) in section 2, in sub-section (1).—

(i)

(i)

(b)

(c)

in clause (2), 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 centra

depository” shall be inserted ; and

after clause (5), the follow ng new clause
shall be inserted nanely : -

" (5A) ‘central depository’ neans a
central depository as defined in
clause (cc) of section 2 of the
Securities and Exchange Ordinance,
1969 (XVI1 of 1969), and registered
with the Authority wunder section
32A of that O dinance :" ;

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
foll ow ng proviso shall be added, nanely :—
" Provi ded t hat , wher e a centra

depository holds nmore than fifty percent of
the voting securities of a conpany, such
conpany shall not be deenmed to be a
subsidiary of the central depository save
where such voting securities are held
beneficially by the central depository inits
own behal f." ;

in section 74, in sub-section (1), for the
full stop at the end a colon shall be
substituted and thereafter the follow ng
provi so shall be added, nanely :—

"Provided that, the conpany shall, within
five days after an application is nmade for the
registration of the transfer of any shares,
debentures or debenture stock to a central



depository, register such transfer in the nane
of the central depository." ;

(d) in section 77, in the first proviso, after the
words “thirty days”, the words and comma "or,
where the transferee 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” occurring at the end shall be
omtted ; and

(ii) in clause (c), for the full stop at the

end the sem -colon and word” ; or” shal
be substi tut ed and t hereafter t he
following new clause shall be added,
namely :—

“(d) from deposi ting Wit h, or

transferring to, or  hol di ng, or
registering in the nane of a central
deposi tory any shares or
securities.”

Statenent of Objects and Reasons

The purpose of this bill is to replace the present nmanua
system of physical handling and settlenment of shares and
transform the securities industry in Pakistan from manua
and | aborious setup to a nodern and efficient scripless
conput er - ai ded system

( SARTAJ AZI 2)
Federal M nister for
Fi nance & Econom ¢
Affairs



