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firthet to q end ,he Securities qnd Exchange Coumission of Pqkistqn ![ct, I 997

Whereas it is expedient further to amend the Securities and Exchange Commission of
Pakistan Act 1997(XLII of 1997), for the purposes hereinafter appearing;

It is hereby enacted as followsi

l. Short title strd commenccment - (1) This Act shall be called thc Securities and
Exchange Commission ofPakisun (Amendment) Act, 2021.

(2) It shall come into force at onc4.

2. Amendments of sectiou 2, Act XLU of 1997.- In the Securities and Exchange
Commissio[ of Pakistan Act, 1997( XLU of 1997), hereinafter referred ro as the said Act, in
section 2, in sub-sectioo (1),-

(a) in clause (s), for thc word "schedule", occrming for the second time, the
word "schedules" shall be substituted;

(b) in clause (v), the word "and" at the end shall be omitted; and

(c) in clause (w), for full stop at the end a semicolon and the word "and" shall
be substituted and thereafter the following new claus€ shall be added,
narnely:-

"(*) "Tribunal" means the Financial Services Market Tribunal
established undcr this Act.".

3. Amctrdments ofscction 5, ActXLIIoIl99T.- Intie said Act. in section 5.-

(a) for sub-section (l ) thc following shall be subsitute4 namely:-

"(l) Subject to sub-section (2), the Commission shall consist of a
Chairman and four Commissioners to be appointed in the prescribed
marmer by the Federal Covernment on the recommeldation of the
selection committec iI! accordance with section 7A.":

(b) afier sub-section (3), the following new sub-section (3A) shall b€ inserted,
namely:-

"(3A) Decision of the Commission shall be taken by majority of
the Commissioners who are present in the meeting. The quorum of the
meaing shall be minimum thrce Cornrnissionels. In the event ofa tie, the
Chairman shall have a castiog vote."; and



(c) aller sub-section (5), the fotlovring new sub-section (6) shall be add,d,
namely:-

"(6) Appointment to a va.ancy in the Commission shall be ftde
$'ithin a period of onc hundred arld twenty days from the date of $rch
racancy.".

4, Substitutior of section 6, Act Xlll ol 1997.- ln the said Act, for section 6, the
follo*iog shall be subslitutcd. narnely: -

^6. The Chrirmu -(1) No persol shall be appointed as Chaimran
unless hc is a person known for his integrity, erTertisc and exemplary reputalion
having ot least t\lelrty years expericnce includiug five yea$ at a senior level in
any relevant field, including but not limited to, the securities markel law,
accourtaocy, economics, fmance, insuance and industry.

1.2) The Chaiman shall hold o{Iicc for a term of th.ree years and srall
retire on attaining the agc of sixty-five years o! on the exptation of his t,:rm
rvhichever is earlier and such term ma1', based on performance, be extended once
for a period of two years b1' the Federal Govemment and shall not b€ eligible fo!
further extension or rc-appointment as a Chairmao or Cornmissioner under this
Act.

(3) The Chairman shall be the chief execulive officer of the
Commission and shall be responsible for managing day to day admioishation
including the overall operations and resourc€s in relation to the affairs of the
Commission i.u a mabner as may be specified.".

5. Substitution of sectiotr 7, Acl XLII of 1997.- [n thc said Act, for section 7. the
following shall be subslituted" namely: -

"7. The ComEissiotre6. - (1) No person $all be appointed as
Commissioner unless he is a person who is known for his integrity, expertise arrd
exemplary reputation atrd having at least fifteen yea6 expcrience including five
years at a senior levcl in any ielevaDt field, including but not limited to the
securities Eralket, law, accouotancy, economics, finance, iNurance and industry.

(.2) 'lhe CorDmissioners shall hold ofiice for a term of thre€ years and
shall retire on attaini[g the age ofsixty-five years or on the expiration ofthis Flm
whichever is earlier and such tcrm may, bas€d on perforrnance, be exterded,)nce
for a period of lwo ycars by the Federal Govemment and shall rlot be eligibl,i for
firrther extension or re-appointrnent as Chairman or Conmissioner uDder this Act.

(3) A person previously appointed as the Chairman ofthe Commir,sion
shall not be appointed as a Commissioner.".

6. InsertioD of section 7A, Act XLU of 1997.- In the said Ac! affer section 7, as
substituted as aforesaid, the following new section 7,,\ shall be inscrted, namely: -

''7A. Selectior committee, - (1) The Federal govemment shall constitute a
selccti()n comnittee comprising of such members as may be specified bl the
rules.
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(2) The selection aommittee shall be responsible for identifiing and
recommending candidates to the Federal Govemment for appoiltnent oll the post
of Chairman, Commissiorcr and independent Memb€rs.

(3) The proccduro adopted by the selection committee for
rccommending candidates to a vacant position shall comply with the pdnciples of
merit, confidentiality, taospar€ncy, diversity ald faimess, inoluding, but not
limited to-

(a) advertisement in the newspap€ls ofwide circulation;

(b) requesting applicalions by invitation; or

(c) apgninting a head-hunting agency.

(4) The selection committee shall rotify the plocedw€ for the shon
listings of applications, the interviews and selection of candidates for
recommending at least three names against each vacatrcy to the Federal
Goverlrnent for appointment and tro amendment or alteration in the notified
procedure shall take effect ualess a period of four months has passed from the
datc of notilication of such amendment or altsr:ation.".

7, Amendment of section 8, Act XLII of 1D7.. III the said Acl, in section 8, for
sub-scction (2), the following shall be substitutcd, narnely:-

*(2) The Commission shall not impose a service penalty on an employee ofthe
Commission appointed under sub-section (l), without a just cause or against the
mrurner and procedure as fiIay be detcrmined by the Commission with thc
approval ofthe Board.

(3) Any employee aggrievcd ofan order of imposition of pemlty may prefer
an appeal before an appellate authodty as may be d€termined by the Cornmission
with the approval ofthe Board.".

8. Insertion of section 8A, Act I(LII of 1997.- In the said Act, after section 8,

amended as aforesaid, the following new section 8A shall be insefted, namely:-

"8A, Code of conduct.- (1) The Chairma4 Commissioners, Members,
consultants and advisen shall abide by a code ofconduct to be sp€cified.

(.2) The code of conducl under sub-section ( l ) sha\l inter-alid ptovidc

(a) the manner ard plocedure of managing the conllict of
i[terest under this Act;

(b) the marmer of managing confidentiality obligations wder
this Act; ard

(c) the principles goveming how the Commissiod should
engage with regulated persons including certaitr rcstrictions
on financial eEgagemonts with regulated persons.

(3) A violation of the code of conduct shall be deemed to be an act of
misconduct if such violation is established through an enquiry underlaken in
accordance with seotion 19.".

for-
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9. Amendmetrts of section 10, Act XLU of 1997.- In the said Act, in s€ction 10,ix
sub-section (lF

(a) lhe words 'otr€ or morc Commissioners', shall be omided; and

O) for the full stop at the end a colon shall be substituted and thereafter tl:e
following proviso shall be added, namely: -

"Provided that the Commission shall not delegate any functions ('r
powers specified in Schedule II.".

10. AmeodmeDts of scction 12, Act I{LII of 1997.- In thc said Act, in section 12,-

(.t) in sub-section (2), for clause (b), the followiag shall be substituted,
namely:.

'1b) six independent Members appoioted by the Federal Covemmerrt
from pdvate sector on the recornmcndation of the selection
corlmittec in accordaflce with scction 7A, including at least ore
ftom each Province, u'ho are known for their in&gity, exp,erti!.e
and exemplary reputation and who have at least twenty yea-s
expcrience including ten years at a senior level in any relevalt
field including but not limited to the securities market, la1v,
accoultancy, economicq linance, insurance aod i[dustry:

Provided that if a person has previously held the position ,rf
a Chairman or Commissioner under section 6 or section 7, he shall
not be appoided as an independeot Member of the Policy Boa,d
unlcss a period of two years has elapsed from the date of
completion ofhis tenure as Chaiman or Cornrnissioner, as the ca:;e

may be.";

(b) for sub-scction (3), the following sha.ll bc substituted. namely:-

13) Thc independent Membcrs of the Board shall hold offir:e
for a maximurn term of four years or on attaining the age of sixty-fi',e
years whichever is earlier.";

(c) in sub-seclion (5), for the &'ods "Additional Secretary" the expression
"tlPS-20" shall be substitutcd": and

(d) affer sub-section (7), the following new sub-section (8) shall be added,
namely:-

'(8) A vacancy in membership of the Board shall be filld
wiorin one huodred and tEetrty days tom the date of oc.u[eoce of sur:h
vac rcy.".

ll. Amendmcnt ofsectio[ 13, Act XI,[ of 1997.- In the said Act, in section 13, in
suLsection (2). lbr the word 'includiag the Chairman', the expression .the majoriry of whom
must be independent l\4embers and shall also irclude the Chainnan of the Board atrd the
Chairman ofthc Conunission' shall be inserted.
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12. Amendmetrts ofsection l,l,ActXLIIofl99?.- ln the said Act, in section 14,-

(a) thc existing provision shall be numbered as sub-section (1) thereof and in
sub-section (1), trumbercd as aforesaid,-

(i) for thc *ords "any person", occurrilg for the first time, the words
"an expcrt" shall be substituted;

(iD the words "any of', occuning for the first time shall be omitted;

(iiii) the expression "or deliberations (iocluding any ofits committees)"
shall be omittedr and

(iv) afler the words "advising it on", the words "a policy issue" shall be
inserted.

(b) after sub-sectioo (1), oumbered and amended as aforesaid, the
following new sub-section (2) sha be added, namelyt

"(2) An expert invited under sub-section (l) to attend any meeting of the
Board shall be €ntitled to such compensation and reimbusement of
expenses as may be determined by the Board.".

13. Amendments ofsectioD l5,ActXLI|of1997,- In dre said Act, in scction 15,-

(a) in sub-sectiolr (1), after the word "committees" the expression ",
comprising its members," shall be inserted;

in sub-section (4),-(b)

(i) the expression ", other than ex-ofncio Mcmbers" shall be omitted;

(c)

(iD for the expression "ol employees, and any othet person", the words

"and employees", shall be substituted; and

alter sub-section (4), amended as aforesaid, tlle following new sub-section
(5) shall b€ insertod, namely: -

"(5) No ex officio member, employee or an expert shall be entitled to
claim any compensation or reimbursement, which is otherwise claimable
fiom their respcctive ministies, instituions or entities, as the case may
be.".

14. Amendments of section 16, Act XLII of 1997.- In the said Ac! in section 16,-

(a) in the matginal heading, after the word, "by", the expression, 'lhe
Chairman," shall be inserted;

O) in sub-section (2),-

(D for the letter "A", the expression '1he Chairmao, a" shall be
substituted; and
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(ii) after the word "in wfiting", the words "as soon as is rcasonably
possible after becoming aware ofany potential or actual conflicl (,f
interest" shall be inserted;

(c) in sub-section (3), after thc expression "disclosure, the", the expression
'Chairman,' shall be inserted:

in sub-section (6), for the word "Each", the words "The Chairman ard
each" shall be substituted; and

(l)

(3) in sub.sectio[ (7), thc words "a Commissioner is not the Chairman and",
shall be omitted,

15. AmendEetrt of scction 17, Act XLII of 1997.- ln the said Act, in section 17,
after sub-section (2), the following new sub-sections (3) and (4) shall be added, namely:-

"(f) A person refened to under this section, who has any interest ill arlv
matter shall not uldertake auy finction or continue to take part in any function, rs
the case may require, in relation to such matter unless the Commission colsents to
lhe person so taking pan.

(4) Any pe$on who fails to disclose his interest as required under
section 16 shall bc liable O disciplinary action in accordalce with the procedure
prescribed by regxlations." .

16. AmendEent of sectior 18, Act XLII of 1997.- In the said Act, for section 18, tre
following shall be substituled, nalnely:.

"18. Disqu&lilic&tion of indepetrdent Members, Chrirman ld
CoEmissioDers.- No person shall be appointed to be or remain an independ€nt
Member, Chairman or Comdssioner if he-

(a) is or becomes an officer or a director in any public listed
companyl

(b) is or becomes an omcer or a director of an etrtity that is
licensed, registered, recognized or approved under this l.ct
or administered legislation;

(c) is in thc service of Pakistaa o, service of a statutory body
mcmber ofany legislative assembly or Senate of Pakistar;

(d) is convicted of an offenc.e involving fraud, dishonesty,
corruptioo or violence;

(e) is or becomes a bankrupt or suspeads payment or
compounds with his c.editors;

(f) is or bccomes involved in any activity which tnay interfi:re
wilh lis independerce in discharging his fi&ctions;

(g) violates any oonduct as eslablished under section 8A;

(h) in the aase of the Policy Board, absents ftom thrce
consecutive meetings without leave ofthe Boa4 or

(D fails to comply with his obligation$ to disclose potential or
actual conflicts ofintercst undcr section 16.".
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17. AEeodment ofsection 20, Act XLII of1997.- In the said Act, in section 20,-

(a) in sub-s€ctior (2), for tle expression "divisions, wings or such other sub-
divisions as it may oonsider expedient", the words "different
administrative units in accordance with regulatioN made under this Act",
shall be substituted;

(b) in sub-section (3), for the words "the Board to make policy decisions and
may also make lecornmendations regarding policy to the Boald fo! i1s
consideration", the words 'lequiring guidance from the Board" shall be
substituted'

(c) in sub-section (4),-

O in clause (f), for the expression "and associations of mutual firnds,
leasing companies and othq NBFIs", the exprcssion ",
depositories, clearing companies, futule exchanges or aly eotity
acting on their behalf jointty or severally and associations of
regulated persons" shall be substituted; and

(ii) lbr clause (fb), the following shall be substituted, namely:-

"(Ib) establishing aud regulating, io the maru:er prescribed by
rules, entities for promoting, encouraging a.nd edolaing the
proper conduct standards, competence and integrity of
regulated percons through certifioation and accreditation;".

18. Amendment of rectioo 21, Act XLII of 1997.- In the said Act, for scctiotr 21,
the following shall be substituted, namely:-

"21. Functiors and poweru of the Board.- Subject to the provisions of
this Act, the Board shall-

(a) when so asked to do and after consultation with the ComrdssioD,
make recommerdations to the Fedcral Govemment on policy
matters relating to the secudties arld insurance industry, corpoiate
sector and proteation ofthe intercsts of investo$;

(b) provide guidaace to the Cornmission with respect to
implementation of policy decisions, proposed to be made by the
Commission ulder this Act;

(c) consider and approve the budget for each financial year of the
Commissioo prepated and submitted to it pursua to sub-section
(2) ofsection 24;

(d) approve the Commission's three year rolling market development
plan which shall ill.clude inter-alia, a toad map for implemertation
of policy decisions ard regulatory stsategy to achieve the
objectives of tie Commission;

G) subject to sub-section (3) ofsection 20, oversee the performance of
the Commission to the exte[t that the purposes of this Act are

achieved; and

(f) corlduct annual appraisal ofthe Chairman and Commissioners as
per policy made by the Federal Govemment; and
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19.

G) recommend fees, penalties ard other charges chargeable by dre
Commission for carryi[g out rhe purposes ol'this Act.".

Amendment8 of section 22, Act XLII of 1997,- In the said Act, in section 22,-

(a) for sub-section (2), the following shall be substituted, namely:.

*@ All policy decisions and diiections of thc Commission shall be
published iD rhe official Gazede-".

(b) in sub.s€ction (4),-

(i) for clause (c), the following shall be substituted, namely:-

"(c) thc suitability of disclosure of the compsny or body
corporate desirous oflisting on a stock exchange;"; and

(ii) for claus€ (e), the following shall be substitut€d, narnely!

"(e) any approval given by thc Boad pusuant to ttre provisi<,os

ofthis Act;".

A[endments of section 25, Act XLII of 1997,- Inthe said Act, in section 25,.

(a) in sub-section (l), lbr the word "ninety" the words "one hundred turd
twenty" shall be substituted;

(b) the words "including irvestigations and enquiries made by the
Commission" shall be omitted;

(c) for the words "the Ordina.nc€ or the Law of Insuranc€" the words "rury
administered legislation" shall be substituted;

(d) after sub-section (1), amcnded as aforesaid, the lbllowing new sub-seclion
(lA) shall be inserted, namely!

"(lA) The activities of the Conrmission 1o be made part of the
report preparcd under this section shall include, inler alia-

(a) atr ovetview ofinvestigations and eoquiries ioitiated
and concluded:

Provided that in case an investigation or enqtLiry,
with regard to any sr.rspected fraudulent activixf or
sch€me, is yet to be concluded by the Commission
and if deemed necessary, the Commission may
make a public disclosures in such manner and lbrm
subject to reasonable restlictioN as may be' specified;

(b) declaratioN of intercsts by the Chairmau, the
Commissioners and the independent Member;, as
well as any declarations ofconflict of interest; aod

G) overview of investor complaints handled and
disposcd of." and

(c) afler sub.seclion 5, the followirg new sub-section (5A) shall be inse(ed,
namely:-

b

20.



"(5A) Therc shall be ao annual perfomance audit of the
Commision and the Board in the manner as may be speciied.".

21. Amendmetrt of sectioD 328, Act XLU of 1997.- ln the said Act, for section
32B. tlle following shall be substitutcd, namely:-

"32B. Review.- (1) Any ordq passed by the Commission or an officer
authorized by thc Commission in this behalf shall be subject to review by the
Commission or, as the case may be, such authorized officer on the following
grounds on application made within thirty days Aom the date of such order,
namely:-

(a) that the order suffers from a mistake or erlor apparent on the face
ofthe record; or

(b) no appeal agaiost the order has becn preferred.

(2) 'lhc Commission or, as the case may bc, such authorized oIficer
may on the ground undel clause (a) sro noro review the order
against which no appeal has bccn plcfered.",

22. SubstitutioD of scction 33, Act XLII of 1997.- In the said Acq for section 33,
thc following shall be substituted, namely:-

"33. Fiarnci.l Servicd M.rket Tribuoal- (l) There shall be

established by the Prime Minister, by notification in the offcial Gazette, a

Financial Services Market Tribunal hereinafter called as the Tribunal to exercise
the powers confcrred by this Act and the administered legislation without
prejudice to the powcrs ofthe tribuoal oonslitutcd under the Modaraba Companies
ard ModaBba (Floatation and Control) Ordinance, 1980 Qoo(I of 1980) and the
fibunal constituted urder the Insuratrce Ordinance, 2000 (X)OflX).

(2) An appeal shall lie to the Tribunal in respect of an order of the
Commission or an ollicer authorized by it in this beba.lf:

Provided that no appeal shall lie against

(a) an adminisEative direction given by tlre Commission or an
officer of the Commission authorized by it in this bebalf;

O) an order passed in exercise of the powers of revision or
review;

(c) a sanction provided or decision made by the Commission
or an of6cer of the Commission authodzed by it in this
behalfto commence legal proceedings; and

(d) an inleriDr order which does not dispose of the entire
matter.

(3) The provisions of this section shall be notq'itlstanding anything
contained in aoy olher provision of this Act and the administered legislation and
where any power tlrcrein is exercisable by the Appellate Bench of the
Commission such power shall be exercised by thc Tribunal and the cases pendiDg

adjudication belbre the Appellate Bench of the Commission shall stand
transferred to the Tribunal on commencement of the Securities and Exchange
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Commission ofPakistan (Amendmellt) Act, 2020 and on such transfer it shall n]t
be neoessary to recall any witness or record any evidence a fresh thar may ha-e
been recorded aod the Tribunal to which the cases are tralsfered shall continre
proccedings tom the stage immediately before such transfer.

(4) A l fibunal shall, for the purposes of hearing and deciding appeals
under this Act, have the same powcrs as are vested in a civil court tryiog a srLit
urder the Code ofCivil Procedure, 1908 (Act V of 1908) in.espect of-

(a) summoniag and enforcing the attendance ofany person ald
examining him on oath;

(b) requidng the discovery and production of document s a,rd
material objects;

(c) receiving evidence on afrdavis; and

(d) issuing commissions for examhation of wihesses and
documents.

(5) The Tribunal shall consist of a chairman and such other judic.al
and technical members as may bc appointed by the Prime Minister in such
marmer and on such terms and conditions ofscrvice as he may prescribe by rules
made uoder this sub-section, notwithstanding anlthi[g contained in any other law
for the time being in force and ary other provision including section 39 of this
-Act.

(6) There shall be a registrar ofthe Tribunal who shall have custody of
record of the Tribunal and shall be appointed by such authority, in such manrter
and orl such terms and conditions as may be prescdbcd in accordance with srtb-
section (11).

(7) For exercising its powers and discharge of its functions under lis
Act, the Tribunal shall be assisted by such officcrs and other employees appoited
by such authority, in such manner and on such tenns and conditions as may be
prescribed by rules made urder sub-seclian (11).

(8) No peNon shall be appointed as a judicial member, or remain as
such member, ofthe Ttibunal unless such person-

(a) is, or has exercised the powers of, a districtjudge; or

(b) is or has been an advocatc having for a period of not l,.ss
than ten years active practice of conducting cases beforJ a
High Coun: and

(c) fulfils the conditions provided for in clauses (a) to (k) of
subsection (9) with the modification lhereiD if for the
words "technigal member", *le words'ludicial member"
w;e substituted,

(9) No person shall be appointed as a technical member, or rernair as
such member, of the Tribunal unless such person

(a) is a citizen ofPakistao;

(b) is not of the age exceeding sixty-five years on the date of
his appointment;
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(c) has not bcen by a competqrt court of law declared as un-
discharged iruolvcnt;

(d) has not filed a petition before a competeDt court of law 10

declare him insolvent and $rch petition is pending before
the court;

(e) has Dot been by a compete[t court of law declared of
unsound mind or insane;

(t has not been by a competent court of law convicted for an

offcncc involving moral turpitude, fraud, dishonesty or
corruption;

(e) is rot iocapable of discharging his duties by reasons of
physical or mental unfitness and has not been so declared
by a duly constituted medical board;

(h) is not, or while appointcd as techrical member does not
become, an officer or a director in any public listed
company;

O while appointed as technical member, does not fail to
disclose any coullict of interest at or within the time
provided for such disclosure under this Act or does oot
conEavene any of the provisions of this Act penaining to
unauthorized disclosue of infomatioD;

6) is not, or while appointed as technical member does not
become, an oIficer or director ofan entity drat is lic€nsed or
registered under this Act or any administered legislation;

(k) is rot or has not been a Commissioner or employee ofthe
Commission unless a period of two years has elapsed aller
he has ceased to be such Commissioner or employee;

0) have at least a mast€r's or professional degree or equivalelt
qualification from a university, or institute, recognized by
the Higher Education Commission in fioace, law,
accountancy, insurance, ecouomic, investment
management, industry, baDkiog or finance; and

(m) bave at least fifleen years of professional work experience
in any ofthe fields under clause O.

(10) The chairman and judicial and tecbnical members of the Tribunal
shall be appointed for a period of three years from the date of assfmption of
charge of thet office and may, based on good perfomraace, be eligible for only
one time extension in their term for a period not exceeding two years and shall
cease to hold office on attaining the age of seventy years or expiry of theh term,
whichever is earlier:

Provided tiat the condition of severty years in .esp€ct of a judicial
member who is a serving districr judge shall be subject to the age of his
superaotruation in accordance with the legal ftamework applicable to his service
and shall after such superannuation contilue to hold office as such judicial
member for the remaining period ofhis contract.

(l l) Subject to the provisions of this sectiorL the terms aDd cordition$
of senic.e in the Tribuflal in respect of ils registrar and other employees shall be



govemed by the Civil Servants Act, 1973 (LXXI of 1973) and rules made
thereundcr, notwitktanding any other govision including section 39 ofrhis Acl.

(12) Every appeal 1o the Tribunal shall be heard and decided by
consensus by a bench consisting ofajudicia"l mcmber and a technical mcmber and
wherc there is a difference of opinion in a case, it shall be placed before the
chairman of the T bunal whose decision shall be constsued as decision of rhe
Tribunal.

(13) The constitutior of benches, functioning and otber procedue of
the Tribunal shall be regulated in such manner as may be prescribed through rules
made bt' the Prime Minists notwithstanding anything contained in any other
provision ofthis Act including section 39.

(14) The Tribunal shall subrnit to the Division, to which the
busincss ofthe Tribunal stands allocated, within thirty days from the end ofev:ry
financial year an annual report in respect ofcases filed and disposed ofby it in the
financial year.

33A. Civil court Dot to havc jurisdiction. Without Fejudice to
anylhing contained in the Modaraba Companies and Modaraba (Floatation imd
Conhol) Ordinance, 1980 (XXK of 1980) and the Insurance Ordinance, 2000
(x)qlx of 2000), no court shall have jurisdiction to entertaio any suit or
proceeding in respect of any &atter which the Tribunal constituted under this {ct
is empowered by or under this Act to exercise and no injunction shall be grarted
by any court or other authority in respect of any action taken or to be takeir in
pursuance of any power conferred by or under this Act.".

23, AmeudmeBt of scction 34, Act XLII of 1997.- In the said Aot, in section 34, for
sub-scction (1), the following shall be substituIed, namelyr

'(1) An appeal shall lie to the Court in lespcct of an order of the
I ribunal constituted under section 33.".

2t, ADerdment ol s€ction 35, Act XLII of 1997.- In the said Act, in s€ctior 3:, in
subsection (6), in clause (a), a1ler the semicolon, thc word "or" shall be added, in clause (b), for
lhe sernicolon and the *,ord "ol'a comrna shall be substituted and thercafter clause (c) shalL be
omitted.

25. Amendment oI section 36D, Act XLII of 1997.- ln the said Acr, in seclion 36D,
in sub-sectiofl (l), for the full stop at thc end, a colon sball be substituted and thereafter the
following proviso shall be added, namely:-

''Provided that the Commissior- in the interesls of financial services
rnarkels, investors ard general public, may direct an association of regul rted
persons to register under this section and comply with the requirements of this
part.,,.

26, AmetrdE€nts of section 36II, Act XLII of 1997- In the said Act, in se{tioo
36H,-

(!) iu clause (a), for the expression "253 of the Ordinancc", the expression
'247 ofthe Companies Acr, 2017 ( XIX of20l7)';

(b) for clause @) the following shall be substituted, mm€ly:-

"(b) "audit firm" means a firm of chartered accountants in prar;tice
organized as partnership firm under thc Partnership Act, 1932 @( of
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(c)

(d)

(e)

1932) or a sole proprietary fiim being an auditor registered with or
required to legistered with the AOB;";

after otause (c), the following new clauses, (ca) and (cb) shall be irlselted,
namelyi

'(ca) "axdit pa.rtne/' m€atrS the individual in an audit firm who is
responsiblc for the audit eDgagement, its performance and for the
audit repod rhat is issued oo behalfofthe hrm;

(cb) "connected persotr" means any sole proprietor, partner, principal or
professional employee of an audit filIE or any independent
contactor or entity that, in connection with the prepsration or
issuarce of any audit report, either-

(i) shares in the profits of or receives compensation in any other
form from that audit firm; or

(ii) panicipates as agent or otherwise on beha.lf of such accounting
firm in any activity of that firm but excludes any person
engaged only in clerical tasks;

in clause (g), for the word '1he", the word "a" shall b€ substituted;

for clause (i), the following shall be substituted, tramely:-

'.(D "public interest company" or "public htelest eDtity" means a
company which falls uoder the criteria as laid down in Third
Schedule or deem to be such compary under section 216 of the
Companies Act, 2017 (XIX of20l7);";

(0 for clause 0), th€ following shall be substituted, namely:-

"0) "quality assurance board" or "QAB" means the qualiry assurance
board as established by the Institute of Chartered Acc.ouDta[ts of
Pakistan (ICAP)".

AEetrdmelrt ofsection 36J, Act XLII of 1997,- In the said Act, iD section 36J, -

(a) in sub-section (3), for the firll stop at the e[d, a colon shall be substituted
and thereafter the followiog new proviso shall be sha11 be addcd, namely:-

"Provid€d that a person shall not be eligible to b€ appoirted a
member of the AOB if, h the precediog tblee yea$, he has been a
coDlected person of any audit firm in Pakistad. Furfter, the oumber of
members of AOB, who are or havc been mcmber of the Institute shall not
be more thaa three.".

(b) in sub-section (4), for the expression "including interviews of the potential
candidates, before recommending them to the Fed€.al Govemmeot for
appointnent" the words '?s it deems apprcpriate" shall be substituted;
and

(c) for suLsection (7), the following shall be substitute4 narnelyi

"(7) A member of AOB shall be appointed for ao initial tetrn of
tkee years and may be considered for tg-appointrnent for another non-
rercwable term of three years:
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28.

i9

Provided that any vacaocy arising at any timq shall be filled rn
accordance with the provisions of this Part for a term of tircc yeus
reckoning from the date of the appointmcnt.".

Amendment ofsection 36K, Act XLII of 1997,- In the said Act, in section 361.,-

(a) for clauses (a) and @), the following shall be substituted, namelyr-
*(a) 

1o register audit firms and audit parhers that ca!ry out or intend to
carry out audit of financial statemeDts ofpubtic intErest eDtities in
the manner laid down in sub-section (l) of section 36T,rd
regulations made under this Part;

(h) to deregister audit firlns or audit partners in the marner laid down
in this Pait alld regulations made hereunder.";

(t) in clause (d), for thc word "companies", the word 'tntities" shall be
substituted:

(c) for clause (f), the following shall be substituted, namely:-

'(0 to ensue that the auditing, quality control, ethical and continuing
prolissional development standards adopted by Ule Instilute
conform to th€ inlemational standards as issued by the
Ifltematiolal Auditing and AssuraDce Standards Board, the
htemadonal Ethics Standads Board for Accounlants, the
Intemational Federatio[ of Accountalts and applicable lcgal rnd
regulatory fiamework and take such actions as deened
necessary;";

(d) in clause (g), the word "and", occurring a1 the crd, shall be omittedj

(e) in clause (h),-

(i) for the wold "companies", the word "entities" shall be substituted;
and

(ii) for the full stop at the end a semi colon shall be substituted;

(t) after clause (h), amended as aforesaid, the following new clauscs (i). o
and (k) shall be added, namely:-

'10 to set up such committees and panels of extemal technical exlerts
as it deems appropriate;

0) to engage with the audit committees and other relevant persoEs to
enhance audit quality for public interest eotities; and

tk) to cooperate and collaborate with intemational audit regula.oru,
and othe! relevant organizations or bodies under intimalion tc the
Division concemed.".

AmeodDGDt ofsection 36P, Act XLII of 1997.- h the said Act, in section 35P,-

(a) in sub-section (2),-

(D in clause (a), before the word "surn", the words ,,an arnual
allocation and" shall be inserted;

(ii) for clause (d), the following shall be substitured, narrelyi
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"(d) fee inoluding registsatiotr fee and charge, as may be
specified, from the audit ffrm and audit parher;"; and

(iii) in clause (e), for the words "from the public interest company", thc
words "as may be specified fiom the public inlelest e[tity" shall be
insened.

30. AEetrdmcnt of scction 36T, Acl XLII of 1997.- In the said Act, for section
36T, the following shall be substituted, namelyi

"35T. Registrstion rnd deregistratioD of ludit firm. (1) To registei with
AOB, an audit firm shall requirc a recommendatiotr ofQAB in accordance
with QCRF:

Provided that-

(a) all thc firms having satisfactory rating at the time of
commencement of this Act shill be deemed to be registered;

(b) only those firms that have been ratcd satisfactorily by the QAB
under the QCRF shall be eligible for recommendation by QAB for
regisuatiod with AOB.

(c) an audit firm shall comply with the requirements of this Part,
rcgulatiotrs Etade hereunder, quality conhol review framework,
Intemational Standards on Auditing and Quality Control, relevant
requtements of applicabte Code of Ethics and Intemational
Sta[dards on contifluing professional development as may be
adopted in Pakistani

(d) AOB may impose suoh conditions upon registration of an audit
firm as it deems fit; and

(e) no change shall be made or take effect in the QCRF without the
pdor written approval of AOB.

(2) AOB may, after giving an opportunity ofhearing, suspetrd or
deregister an audit firm from the register maintained under section
36W on any one or more ofthe following reasous, Eamely:-

(a) recommendation by QAB;

O) audit firms seeking to voluntarily deregister;

(c) audit {irm is in violation ofthe-

rclevant legal afld regulatory lequtements as applicable in
Pakistanl

(i)

(iD Intemational Standards on Auditing or Intemational standards on

Quality Control issued by the Intemational Auditing and
Assuiance Standards Board as adopted in Pakistan; or

(iiD relevan( requrrements of Code ofEthics issued by the lnt€mational
Ethics Standa"rds Board for Accountants, as adopted in Pakistan;

(d) audit firm does not meet the midmum quality standard
required under the QCR fi:aInewoik or AOB'S regulations;

(e) audit firm provides false or misleading information to
AOB;
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(0 audit liIm does not pay applicable fees payable to AOB by
the dqe date;

audit Iirm does not submit information required by AOB by
the due date or extensions granted by AOB in this respect;

(h) audit firm is found guilty of misconduct pertaining to audit
ul'financial statements by a court oI law.

(i) audit lirm fails to meet a condition imposed by AOB at tlLe

time of registration; or

O any other reason, as may be deemed apprcpriate, to protslt
the public interest in audit of finarcial statement of public
interest entity.".

31. AmendEent ofrection 36U, Act XLII of 1997.- Inthe said Aat, in section 36tJ,
for sub-sectioo (l ), the following shall be substituted, tramelyi

\l) The AOB shall conduct recuning dircct inspections of rcgisterid
audit finns and the work performed by lhe Institute's quality assuranr:e

departrnent and QAB with respect to audits ofpublic interest entities. In addition,
AOB rnay conduct an inspe,ction on a complaint, suo moto or on rcference fiade
by the Commission or State Bank of Pakistan, or any other grounds to ensure
compliance with this Part or regulations made hcreunder.".

32. Substitution ofsection 36V, Act XLII of 1997.- In the said Act, for section 36 y',

the following shall be substitutcd, namely:-

"36V. Appe&l Bgainst orders of AOB.- (l) Any person aggrieved by rrn

order passed by AOB or a conmittee or a[ employee of AOB under
delegatcd authority may prefer an appeal within thirty days of such order
before the Tribunal under section 33.

(21 No appeal shall be admissible against-

(a ) an administative dircction given by an cmployee ofthe AOB;
(b) a sanction provided or decision oade by AOB or an employee of

the AOB to commence legal proceedings; and
(c) an interim order which does not dispose ofthe entte matter.".

33. Substitulion of section 36W, Act XLfl of 1997.- In the said Ac1, for section
36W, the lbllouing shall be substituted, namely:-

"36W. Regisler of audit firms and audit partuers. (l) AOB shall keep
and maintain register of audit firms and audit padners autho zed to cajry
out audit of public interest entities in such form and manner as may be
specified.

(2) A-o audit fiIm or an audit parher that is not registered with AOB
slull not undertake audit of financia statements of a public intercst entity
or seek to be appointed as an auditor of a public interest entity. Where an
audit firm is deregistered by AOB subsequent to its appointment b) a
public interest entity, the audit firm shall immediatEly resig! Ilom tllat

(e)
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appoiltment ald failure to timely comply with this rcquircment shall be
subject to the provisioDs of 36CC.

(3) A public i erest entity shall not appoint, seek to appoinr or retain
ar audit fum to audit its fitratrcia.l statEments that is not registered with
AOts. A public interest enlity that fails to comply with this requirement
may be refened by AOB to the Commission and the relevant legulators
for their information and necessary action agai$t partner, firm and public
intelest entity."-

34. Substitutior of section 36X, Act )(LII of 1997,- In the said Act, for section
36X, the following shall be substituted, namely:-

'36X. AOB may seek e8sfutrnce,- AOB may seek such assistance from
the relevant rcgulatory authority including Commissior, State Bank of Pakistan,
Institute or rclevant departrnent of the Federal ard Provincial Govemrn€ds as it
reasonably requires for the performance of its functions under this Part.".

35, Amendmeat ofseclion 36Y, Act XLII of 1997.- In the said Act, in section 36Y,
for the *'ord "companies", wherever occurriag, the word "entities" shall be substituted.

36. Amendment of sectioE 36AA, Act XLII of 1997.- In the said Act, in s€ction
364A, for the fiJll stop a1 the end, a colon shall be substituted and thereafter the following
proviso shall be added, namelyr

"Provided that where AOB issues a directive to the institute regardirg the

QCRF and if the lnstitute fails to comply with the said dircctive within the
specihed period, AOB may make or ameod or rescind the QCRF and that QCRF
shall be deemed to have beetr made, amended or rescinded by the Institute and
shall take effect accordingly.".

37, A-EeDdEent of sectiou 3688, Act XLII of 199?.- In the said Act, in section
3688, for the word "companies", the word "entities" shall be substituted.

3E. AEendment of section 36CC, Act XLII of 1997.- ln the said Act, iD section
36CC,-

(a) in sub-seclion (l),-

(i) after the word, "firm", occurring for ttre first time, the words "or a

connect€d person of aD audit firul" sball b€ hs€rted; and

(iD (ii) for the lvord "companies", the word "eotities" shall be
substituted;

(iii) in clause (b), in sub-clause (ii), after the word "inte!est", the wolds
"entities for a period not exceeding five years"' shall be inserted;

(iv) for clause (c), the following shall b€ substituted, namely:-

"(c) reprimand or issue wamings which may be public or
private as dcemed necessary or apprcpriat€ under the
circumstaDces;";

(v) for clause (d), the following shall be substituted, namelyt

'(d) require tJ)e audit firm or partner or connected person to
implement an action plan including completiag required
professional eduoation and training;"; and

t7



(vi) after clause (d), substituted as aforcsaid, the following aew claus:s
(e), (D and (g) shall be added, namely:-

"(e) place temporary or permanent limitatiol on actiYities,
fuoctions or operations of such firm or cormected person;

(f) impose limitations on the activitics, firnctions or opemtioos
of a firm which may include-

(D prohibiting an audit firm or partrler Aoo acceptirrg
new audit engagements or clients for a specifi:d
period of time;

(iD appointing a reviewer or supervisor on the work
perfomed by the audit firm or coonected person;

(ii, requiring an audit flnn or audit partner to resign
from one or more audit engagem€nb; or

(iv) requiring a firm to make fimctional changes in
supervisory personncl organization or in
engagement team organization; or

(S) appoint a modtor to observe and report on tie registered
audit firm's compliancE with the applicable larrs,
regulations, standards, quality control review framewcrk
and oode relating to the prq)aration and issuance of aujit
reports and the obligations and liabilities ofaccountants.";

(b, in sub-section (2),-

(i) for the word "compliant", the word "complainf' shall be

substituted; and

(iD for the word "Ordinance", the expressior "Companies Act 2017
(XIX of20l7) shall be substituted; and

(c) in sub-scction (3), for the expression "prior to imposirg any penalty,
sanctions or revocatiotr ofrcgislration", the words "or a connected pe$otr
prior to taking any p€nal actions.".

39. Irsertion of new sections 36DD, 36E8, 36Ff, 36GG, 36IlH, 36II, Act XLII of
1997,- In the said Act. afte! section 36CC, amended as aforesaid, the following new sections
368E, 36FIr, 36CO, 36HH, 36ll shall be inserted, namely:-

"36DD. Compliance with principles for hdependent audit rogulatorr
and cooperatioD with ltrtcrBstioosl &udit regulators.- (1) AOB shall strive to
comply witi the relevant pdnciples and standards for independent audit regulat,lrs
and serk to b€come a member of the relevaot forum.

@ AOB shall on rcciprocal basis cooperate with intemational audit regulat)rs
with whom the AOB has entered into any arrangem€nt or agreement or
understanding and, where relevant, othe! authorities to protect and enhance &udit
quality and AOB shall have thc right to exchange such information unlicr
itrtiuEtion to the Division concemed as requircd 10 meet the purposes ofthis Part.
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(3) No audit regulator or another authority from any other jurisdictiotr shall
conduct an inspection of a registered audit film based in Pakistan without first
informing AOB.

36EE. Re.overy of feo and peDalty by AOB.- Where a public interest
entity or an auditor fails to pay the fee charged by or a penalty imposed by AOIJ
by the due datc, AOB may publicly disclose the namc ofthe public interest entity
o! auditor atrd refer the same to the Comhission, State Bank ofPakistao, Institute
and other relevairt regulators for their information and n€cessary action and thc
AOB may recover thc rmpaid amount and any sucharge thereof as arrears of land
fevenue_

36FF.- All fines and penalties recovered under this part or regulations
made hereunder shall be crcdited to the Federal Consolidated F'und.

36GG.- DelegatioD offunctions or poweB of AOB.- (1) The AOB may,
subject to such conditions and limitations as it may deem fit to impose, delegate
any of its fluctions or powers under this Pan or the regulatioN made hereunder,
to its Chairman, one o! tDore of its m€mbe$ and one or more employees of the
AOB.

(2) A dclcgation under this section shall not prevent the cotrcurent
perfornarce or exercise by the AOB ofthe functions or powers so delegated.

36HH. Penalty for false statement rnd frilurt to disclose correct
information.- (1) Aay person, who firmishes any infomation or submit any
document or ma& any staternent Eaich he is bound to produce or made under this
Part or the rcgulations made hereunder-

(a) he knows to be false or does not believe to be true or which he
fumishes recklessly; or

(b) intentionally suppresses aoy material fact,

shall be guilty of a[ offcnce and shall be liable on conviction to a fme not
exceeding two million rupees.

(2) Notwithstanding an)4hing coEtaincd in the Code of Criminal
Procedure 1898 (V of 1898), no court other than a court of sessiou shall have
jurisdiction to try a person charg€d with an olTence under sub-section (1) except
upon complaint in witing made by tlle AOB or any oflicer autho zed by it in this
behali

36II. lndemnity of the AOB, Chairman, Members, CEO and
employees.- (1) No suit, prosecutions or any other legal proceedings or action in
damages shall lie against the AoB and its Chairman, Members, CEO or its
employees for anyhing done or omission in exercise or performance of any
functions, power or duty confered or imposed by or under this Part or the
regulations made hereunder uDless the act or omission is shown, beyond
reasonable doubt to have been in bad faith.

(2) Chaiman, Member, CEO or employees of AOB shall not be sued in
their personal capacity for tbe action bona fide taken in their offrcial capacity and
in case ofaly such suit the AOB shall bear expenses ofthe proceeding till its linal
decision.".
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.t0. Amendmeirt of sectiotr 37, Act XLII of 1997.- ln the said Act, h section 37,-

(a) in sub-sectioo (1), in the proviso, for the words "any other court
estabiishcd under any other lau presided by", the expression'1he Tribunal
established under this Act, or any othor couit establishcd under any other
law, presided by a sewing or rctired"; aad

(b) for the words "the court", the words'the Tribunal or coufl" shall be
substituted.

,t. Amendment of section 38, Act XLII of 1997.- In the said Ac! in section 38,-

(a) in sub-section (1), after the expression "(Act V of 1898)", lhe words "or
any other law for the time being in forcc" shall be inserted;

(b) after the words "appointed by the Commission", occurring for the first
timc, the words "and for this purpose the law offrcers of the Commission
shall b€ deemed to be public prosecutors" shall be inserted; and

(c) in the proviso affer the word "before", the words "the Tribunal of' shaU be
inserted.

42. Amendmert of section 40, Act xI,lI of 1997.- In the said Act, for s€ction 40,
the following shall be substituted, namcly:-

"40. Powel to mske regulations.- (1) The Commission in consullation
with the Boar( by notilication in the olficial Gazetie, may make su4h regulatioDs
as may be required to carry out the purposes of this Act in respect of intemal
functions oi the Commission.

(2) The power to make rcgulatioN confefied by this section shall be
subjcct to the condition of previous publication and before making any
regulations the draff thereof shall be published in lhe oilicial Gazette and
uploaded on website of the Commission followed by such advertisement in the
[ewspapers as the Commission may deem fit for eliciting public opinion thereon
within a period ofnot less than thity days from t}e date ol publication.".

43. Amctrdment ot section 42, Act XLII of 197.- lo the said Act, in s€ction 42,
sub-section (2) shall be omitted.

44. AmeDdment of section 42A, Act XLII of 1997.- In the said Act, in section 42A, in
sub-section ('2), for the word "bonafidely", the word "bona fide" shalt be substituted.

45, Ametrdment of section 428, Act XLII ol 1997,- In the said Acr, irr section
428,-

(a) for sub-section (1), the followi.og shall be substituted, namelyi

"(l) Any penalty imposed by the Commission in exercise ofits powers
undsr this Act or any admiristercd legislation shall be payable tc
the Commission and may be ecovered by the Commissioo a!
decree for the payment of money. In case any person aggrieved b1

an order of the Commission or an officer of &e Commissio!
authorized by it in this behalfhas-
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(a) preferred an appeal under section 33 and the 1'ribunal has upheld
such order, it shall automadcally be convened into execution
proc€€dings and no fresh notices sha.ll be issued to the appellaDq or
rot preferred ar appeal !o the Tribunal under section 33, the
Commission may make an application to the Tribunal to confirm
the order and convert the applioation into execution poceedings
a.fter notices to thc pafties as deemed appropriate by the Tribunal.";
and

{hr

(b) in sub-sections (2), (3) and (4), for the word "courl", wherever occrrrring,
the word "Tribunal" shall be substituted.

46. Amendmetrt of ,128, Act XLII of f97.- ln the said Act, in section 42E, for the
word "Schedule", the words "Schedule except Schedule II" shall be substituted.

47. AdditioD of Schcdrrlo II.- In the said Act, after Schedule I, the following new
Schedule II shall be added, namelyi

"SCIIEDULE II
[see section l0(l)l

Non-Deleg.ble Powers and Functions ofthe Cornrtrfusiotr

S. No. Statuic Scctiotrs

(1) (:2) (3)

I Modaraba Companies Modaraba
Floatation Control Ordinance, 1980

41A,4lB

Companies Ordinance, I984 2828(2), 2828(3), 282C, 282cN2),
282D, 2828, 282F, 282L, 282N

Central Depositories Companies Act,
199',7

35,36

1. Secudties and Exchatrge CorDnissiotr
ofPakistar Ac! 1997

5(3), 6(2), 8, e, 10, llA, 2o(2),2o(3),
25(1).26.27.28. 3r, 32A. 36C, 36E,
36F. 36c, 36U, 37, 38,40. 40B. 42D

All exemptions, iela-\ations a.od

clarifrcations.

5 Insurance Ordinarce, 2000 6, 7, 60, 63, 64, 65, 66, 83, 135, 139,
167

Stock Exchanges (Corporatization,
Demutualizatioo and lltegration) Ac!
20t2

All powers

7 Securities Act, 2015 3,4 ,s, 6(12), 7, 8, 12, 13, 14, 19, 20,
17 11 -rl 1</1n\ 'rA ',r? 1l 1) 11

47. 48. 49. 50(7), 51. s2. s5. s6. s7.
6.4(3), 70, 71. 75. 78(2), 80. 87(2), 88.
89, 95, 100. 124, 125, l5l, 169, t70,

>l
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8 I utures \4arket Act,20l6

! Corpolale Restructuring Companies

l0

1l Limited Lia 20t7

Companies Ac! 2017;

2016

12.

11.

5 53 54

Corpordt€ Rehabilitation Act 2018; 41. 42

All Acts, Ordinances, Rules,
Regulations, Guideliues, Circulars and
Notifications administered or issued by
the Commission

t7t t72

114 115 1t1 1t8

4, t6, t7

All exernptions,
clarifications.".

aelaxations aad

STA'TEMENT OF OBJECT AND RIIASONS

SECI,RITII]S ANI} EXCHANGE COMMISSION OF PAIOSTAN (AMENDMENT) ACT,
207t

The dmft SECP (Amendment) Bill, 2021 aims at enhancing SECP operatioml euro-romy,

establishing independent Finaocial Services Markot Tribunal and stengtheaing of Audit

Ove6ight Board (AOB), The draft amendments put emphasis oo enhancing SECP'S governance

by providiug a translarent appointrnent process and code of conduct for statutory pos:s and

sh@gthening of provisions pertaining to eligibility criteri4 dismissiil, tenure and conJlict of
intcres! eosurhg operations of SECP as a collegiate body and clarifting tole of the policy toard.

sd/-

(Mr. Shuakat Falyaz AhItred Toir)
Advisor to PM oD Finance and Revr.nue

3, 4,5,6(12),7,8, 12, t3, 14, 15, 16,
22, 23, 24, 26, 27, 1t, 32, 33, s4,95,

42, t47. 258. 264. 279, 280, 282, 139.
507(2), 510, 512
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