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Protecting Minority Investors in Pakistan Karachi
www.doingbusiness.org

Dear Sajjad Ali,

We would like to thank you for your participation in the Doing Business project. Your expertise in the area of Protecting Minority Investors in Pakistan Karachi is essential to the success of the Doing Business report, one of the flagship publications of the World Bank Group that benchmarks business regulations in 190 economies worldwide. The protecting minority investors indicator measures legal protections afforded to minority shareholders of domestic corporations, and is one of the 11 indicator sets published by the Doing Business report.

The report attracts much attention around the world. The latest edition, Doing Business 2018: Reforming to Create Jobs, was the 15th in a series of annual reports measuring the regulations that enhance business activity and those that constrain it. It received over 10,000 media citations within just a week of its publication on October 31, 2017. Within that same period the Doing Business website was viewed over a million times and the report was downloaded over 15,000 times. One hundred and nineteen economies implemented a total of 264 reforms easing the process of doing business. Europe and Central Asia continues to be the region with the highest share of economies reforming – i.e. 79%, followed by South Asia and Sub-Saharan Africa.

Governments worldwide read the report with interest every year, and your contribution makes it possible for the Doing Business project to disseminate the regulatory best practices that continue to inspire their regulatory reform efforts. Since 2012, economies worldwide have implemented 112 reforms that have strengthened the protection of minority investors. In 2016/17, 21 economies implemented such reforms. 

We are honored to be able to count on your expertise for Doing Business 2019. Please do the following in completing the questionnaire:

· Review the assumptions of the case study before updating last year's information in the questionnaire.

· Please describe any reform that has affected the rights of minority shareholders since June 1, 2017.

· Be sure to update your name and address if necessary, so that we can mail you a complimentary copy of the report.

· Kindly return the questionnaire to protectinginvestors@worldbank.org
We thank you again for your invaluable contribution to the work of the World Bank Group.

Sincerely,

	[image: image1.jpg]



Hervé Kaddoura

+1 202-473-6738

hkaddoura@worldbank.org 
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Madwa-Nika Phanord-Cadet

+1 202-473-4992

mphanordcadet@ifc.org 
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Tiziana Londero

+1 202-458-4425

tlondero@worldbank.org 


Primary Contributor Information: Please check the box next to information you do not want us to publish. 

	
	Name
	

	Do not publish  
	Title (Mr., Ms., Dr.)
	Mr.
	[ Ms.   ]

	
	First Name

Last Name
	Sajjad

Ali
	[ Parsa    ]
[ Khan    ]

	Never published
	Position (e.g. manager, associate, partner)
	Joint Director
	[ Assistant Director    ]

	
	Profession (e.g. judge, lawyer, architect)
	
	[ Regulator    ]

	
	Contact details

	Do not publish 
	Firm name
	Securities and Exchange Commission
	[ Securities and Exchange Commission of Pakistan (SECP)       ]

	
	Website
	www.secp.gov.pk
	[ www.secp.gov.pk    ]

	Do not publish  FORMCHECKBOX 

	E-mail address
	sajjad.ali@secp.gov.pk
	[ parsa.khan@secp.gov.pk   ]

	Do not publish  FORMCHECKBOX 

	Phone
	+92-51-9100439
	[ +92-51-9207091 Ext: [430]  ]

	Never published
	Mobile phone 
	+92-32-1-5174900
	[ +92-34-5-0866668     ]

	Do not publish  
	Firm Address
	
	
	

	Street
	Securities and Exchange Commission of Pakistan (SECP) 63, Jinnah Avenue, Blue Area, NICL Building,2º
	[7th Floor, National Insurance Corporation (NIC) Building, Jinnah Avenue, Blue Area ]
	P.O. Box 
	
	[     ]

	City
	Islamabad
	[Islamabad]
	State/ Province
	
	[Federal]

	Zip/Postal code
	44000
	[44000]
	Country
	Pakistan
	[Pakistan]
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[Islamabad]
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	[Mr.] 

[Shahzad Ali ]

[Rana   ]
	[SECP]

[Deputy Director]

[Lawyer]
	[shahzad.ali@secp.gov.pk]
	[+92-51-9207091 Ext: [457]

[+92-32-3-5454305]
	[NIC Building, Jinnah Avenue, Blue Area ]

[Islamabad]

[Pakistan]
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Paperless Option for Complimentary Report and Certificate 

Last year contributors saved nearly half a million pieces of paper by selecting the paperless report option. We welcome you to join us in conserving resources:

 Please e-mail me an electronic copy of the report and my certificate of appreciation, rather than mailing me a paper copy.
Did or will any legal change enter into force between June 1, 2017 and May 1, 2018 (e.g. a new act, code, law, decree, order, supreme court decision, amendment, stock exchange listing rule) affecting the internal governance of corporations, the regulation of related-party transactions, disclosure obligations, liability of company executives or access to evidence in civil litigation?  FORMDROPDOWN 

Name of the legislation: 

List attached separately    


Link to electronic copy: 

     
Date of adoption: 

     


Date of entry into force: 

     
Description of the reform: 
     
Research questions – Training and Informing Legal Practitioners

Attorneys, barristers and lawyers representing clients in court
1. What are the requirements to become licensed to practice law?
	A degree in law
	  FORMDROPDOWN 


	Passing of an exam
	  FORMDROPDOWN 


	Minimum years of professional experience
	  FORMDROPDOWN 


	Payment of fee
	  FORMDROPDOWN 


	Internship/traineeship
	  FORMDROPDOWN 


	Ethics, character or moral assessment
	  FORMDROPDOWN 


	Other (please specify)
	      


	2. Are trainings offered to licensed practicing lawyers?
	  FORMDROPDOWN 


	Is taking some of these trainings mandatory to remain licensed to practice?
	  FORMDROPDOWN 


	Are specialized trainings on capital markets, financial and securities regulations offered?
	  FORMDROPDOWN 



If yes, who administers these specialized trainings?
	Universities
	  FORMDROPDOWN 


	Courts/ministry of justice
	  FORMDROPDOWN 


	Ministry of finance/market authority
	  FORMDROPDOWN 


	Bar/lawyer association
	  FORMDROPDOWN 


	Private centers
	  FORMDROPDOWN 


	Other (please specify)
	      


3. Do lawyers receive any of the following regarding new legislation, regulations or amendments thereto? 
	Notification and copy prior to publication
	  FORMDROPDOWN 


	Notification upon publication
	  FORMDROPDOWN 


	Information/explanatory notes
	  FORMDROPDOWN 


	Trainings
	  FORMDROPDOWN 


	Other (please specify)
	      


4. How are new legislation, regulations or amendments affecting companies conveyed to the public?
	Official gazette
	  FORMDROPDOWN 


	Ministry/regulatory agency’s website
	  FORMDROPDOWN 


	Bar/lawyer association
	  FORMDROPDOWN 


	Public broadcast (e.g. TV, radio)
	  FORMDROPDOWN 


	Dissemination campaign (e.g. social media, billboards)
	  FORMDROPDOWN 


	None of the above
	  FORMDROPDOWN 


	Other (please specify)
	 Seminars, Roundtables, Consultative workshops, Newspapers, etc.     


Judges
1. What is the name of the jurisdiction (court) competent to hear an action initiated by shareholders against board members alleging mismanagement, breach of duties and/or self-dealing? Company Court (High Court)     
2. What are the requirements to be a judge in this jurisdiction?
	A degree in law
	  FORMDROPDOWN 


	Passing of an exam
	  FORMDROPDOWN 


	Minimum years of professional experience
	  FORMDROPDOWN 


	Prior specialization or knowledge in a relevant field
	  FORMDROPDOWN 


	Attending at least once a year trainings on business, corporate law, finance or capital markets?
	  FORMDROPDOWN 


	Do not know/not publicly available 
	  FORMDROPDOWN 


	Winning a public election
	  FORMDROPDOWN 


	Other (please specify)
	 Article 175-A of the Constitution of Islamic Republic of Pakistan    


	3. Are specialized trainings on business, corporate law, finance or capital markets offered to judges and clerks?
	  FORMDROPDOWN 


	If yes, how often?
	      


4. How are new legislation, regulations or amendments affecting companies conveyed to judges in this jurisdiction?
	Official gazette
	  FORMDROPDOWN 


	Internal circulars
	  FORMDROPDOWN 


	Trainings/workshops
	  FORMDROPDOWN 


	Meetings with the ministry or agency responsible for the change
	  FORMDROPDOWN 


	Lawyers are responsible for bringing forth the most recent applicable legal basis
	  FORMDROPDOWN 


	Public broadcast (e.g. TV, radio)
	  FORMDROPDOWN 


	Dissemination campaign (e.g. social media, billboards)
	  FORMDROPDOWN 


	None of the above
	  FORMDROPDOWN 


	Other (please specify)
	      


I. Conflict of interest case study
In the following questions, please assume that:

· Buyer is a joint-stock company. It is not state-owned and has issued stock that is publicly traded and listed on your country’s largest stock exchange. If there is no stock exchange or if there are fewer than 10 firms actively traded on the stock exchange, please assume that Buyer is a joint-stock company with many shareholders.

· Buyer does not follow codes, guidelines, best practices, model charters unless they are mandatory, and has not adopted specific bylaws or articles of association that go beyond the minimum requirements of applicable law.

· Mr. James owns 60% of Buyer. He sits on the 5-member board of directors (or management board) together with 2 other directors whom he elected. He is neither CEO nor chair.

· Mr. James also owns 90% of Seller, which operates a chain of retail stores. Seller, facing financial difficulties, closed many stores and is no longer using many of its trucks.

· Mr. James proposes that Buyer purchase Seller’s unused fleet of trucks to expand Buyer’s distribution of its products. Buyer agrees and enters into the transaction.

· All required approvals are obtained and all mandatory disclosures are made. Buyer pays Seller a cash amount equal to 10% of Buyer’s assets to acquire the trucks.

· The transaction is part of Buyer’s ordinary course of business and is not ultra vires (i.e. is not outside the power or authority of Buyer).

· Shareholders subsequently discover that the price of the trucks was above market value. The transaction therefore causes damages to Buyer. Shareholders of Buyer want to sue Mr. James as well as board members who voted in favor.

1. Who provides the final authorization before Buyer can acquire Seller's trucks? The board of directors excluding Mr. James  FORMDROPDOWN 

Applicable law: Articles 207-208 Companies Act 2017. Under Article 207 no director of a company shall, as a director, take any part in the discussion of, or vote on, any contract or arrangement entered into, or to be entered into, by or on behalf of the company, if he is in any way, whether directly or indirectly, concerned or interested in the contract or arrangement, nor shall his presence count for the purpose of forming a quorum at the time of any such discussion or vote; and if he does vote, his vote shall be void. regulates related-party transactions and states that the Board is entitled to take such decisions. Articles 208 and the following, requiring transactions over a certain threshold to be referred to the general meeting of shareholders, do not apply in case the transaction is, as per the case study assumptions, part of a company's ordinary course of business.   Section 183 (1), 183 (2)(f) and 183 (2)(i) of the Companies Act, 2017. Section 207 of the Act provides that no director of a company shall, as a director, take any part in the discussion of, or vote on, any contract or arrangement entered into, or to be entered into, by or on behalf of the company, if he is in any way, whether directly or indirectly, concerned or interested in the contract or arrangement, nor shall his presence count for the purpose of forming a quorum at the time of any such discussion or vote; and if he does vote, his vote shall be void: Provided that a director of a listed company who has a material personal interest in a matter that is being considered at a board meeting shall not be present while that matter is being considered. In terms of Section 208 of the Act, specified record is to be maintained by companies of the transaction with the related party. Further to the requirements of the Companies Act, 2017, Clause 15 of the Listed Companies (Code of Corporate Governance) Regulations, 2017 (CCG) requires that details of all related party transactions shall be placed periodically before the audit committee of the company and upon recommendations of the audit committee the same shall be placed before the board for review and approval. Provided where majority of the directors are interested in such transactions, the matter shall be placed before the general meeting for approval. Furthermore, clause 15 of the CCG also requires that the related party transactions, not executed at arm’s length price, shall also be placed separately at each board meeting along with necessary justification on recommendation of the Audit Committee of the company.
2. Must an external independent entity review the terms of the proposed transaction before Buyer can acquire Seller's trucks (e.g. auditor, technical expert, financial advisor, stock exchange or regulator)? If yes, who performs the review? No   No   
Applicable Law: Section 207 Companies Act 2017  There is no legal requirment for a specific review.    
3. What information must Mr. James disclose to the board of directors before approving the transaction? Full disclosure of all material facts regarding Mr. James’ interest in the Buyer-Seller transaction.  FORMDROPDOWN 

Applicable Law: Article 205 Companies Act 2017 on Disclosure of interest by director.— (1) Every director of a company who is in any way, whether directly or indirectly, concerned or interested in any contract or arrangement entered into, or to be entered into, by or on behalf of the company shall disclose the nature of his concern or interest at a meeting of the board: The requirment is exactly the same as of last year (Section 205(1) of the Companies Act, 2017) : —(1) Every director of a company who is in any way, whether directly or indirectly, concerned or interested in any contract or arrangement entered into, or to be entered into, by or on behalf of the company shall disclose the nature of his concern or interest at a meeting of the board.
4. What must Buyer immediately disclose about the transaction to the public, the regulator or the stock exchange (within 72 hours of closing the transaction)?
	
	Last year
	This year

	A description of the assets purchased by Buyer
	No
	  FORMDROPDOWN 


	The nature and amount of consideration paid by Buyer to Seller
	No
	  FORMDROPDOWN 


	Mr. James’ ownership interest and/or director position in Buyer
	No
	  FORMDROPDOWN 


	The fact that Mr. James owns 90% of Seller
	No
	  FORMDROPDOWN 



Applicable Law: Regulation 35 (xx) of the Listing Regulations of Karachi Stock Exchange provides that: "Every listed company shall immediately disseminate to the SECP and the stock exchange on which its shares are listed all material information relating to the business and other affairs of the listed company that will affect the market price of its shares. The mode of dissemination of information shall be prescribed by the stock exchange on which shares of the company are listed. This information may include but shall not be restricted to any material change in the nature of business of the company; information regarding any joint ventures, merger or acquisition or any material contract entered into or lost; purchase or sale of significant assets; franchise, brand name, goodwill, royalty, financial plan, etc.; any unforeseen or undisclosed impairment of assets due to technological obsolescence, etc; delay or loss of production due to strike, fire, natural calamities, major breakdown, etc; issue or redemption of any securities; a major change in borrowings including projected gains to accrue to the company; any default in repayment or rescheduling of loans; and change in directors, Chairman or CEO of the listed company: Explanation: Such information shall be disseminated to the above-mentioned entities as soon as any decision about above referred matters or any other significant issue is taken by the board or a significant matter requiring disclosure has come into the knowledge of company’s management." Assuming that the Buyer-Seller transaction is a transaction that would affect the market price of the Buyer's shares (being a material contract and a purchase of significant assets), the transaction would have to be disclosed to the Securities and Exchange Commission of Pakistan and the Karachi Stock Exchange in view of the above quoted Regulation 35(xx) of the Listing Regulations of the Karachi Stock Exchange.  Requirements of Regulation 5.19.13(c) are now been replaced by new Amendment made in PSX rulebook sub-clause 5.6.1 w.e.f. 08.06.18. 

As per the aforesaid clause all major decisions have been specifically named including the scenario regarding acquisition. file:///C:/Users/parsa.khan/Desktop/Law%20&%20Ordinance/KSE%20Rule%20book/PSX_RuleBook-updated%20till%2010%20Oct-18.pdf 

5. What must Buyer disclose about the transaction in its annual financial statement?
	
	Last year
	This year

	A description of the assets purchased by Buyer
	Yes
	  FORMDROPDOWN 


	The nature and amount of consideration paid by Buyer to Seller
	Yes
	  FORMDROPDOWN 


	Mr. James’ ownership interest and/or director position in Buyer
	Yes
	  FORMDROPDOWN 


	The fact that Mr. James owns 90% of Seller
	Yes
	  FORMDROPDOWN 



Applicable Law: Article 225 Companies Act 2017 and Regulation 35(x) of the Listing Regulations of Karachi Stock Exchange, Clause (x) of the Code of Corporate Governance 2012 Proposed this in Clause 12 of amendment to the CCG-Regulations, 2017 effective from Dec 6, 2018

“12. In regulation 38, sub-regulation (2), after the words “performance-linked incentives etc.” the expression “ and companies may provide aforesaid details of remuneration of individual directors in annual report.”

6. Can shareholders representing 10% sue Mr. James for the losses that the transaction caused to Buyer? Yes, directly.   FORMDROPDOWN 

Applicable Law: Article 286 Companies Act 2017. 286. Application to Court.-(1) If any member or members holding not less than ten percent of the issued share capital of a company, or a creditor or creditors having interest equivalent in amount to not less than ten percent of the paid up capital of the company, complains, or complain, or the Commission or registrar is of the opinion, that the affairs of the company are being conducted, or are likely to be conducted, in an unlawful or fraudulent manner, or in a manner not provided for in its memorandum, or in a manner oppressive to the members or any of the members or the creditors or any of the creditors or are being conducted in a manner that is unfairly prejudicial to the public interest, such member or members or, the creditor or creditors, as the case may be, the Commission or registrar may make an application to the Court by petition for an order under this section. In addition to the last year's requirements under section 286 of the Companies Act, 2017, under Section 256 (a) of the Companies Act, 2017 on the application of members holding not less than one-tenth of the total voting powers the Commission may appoint one or more competent persons as inspectors to investigate the affairs of the company and to report thereon in such manner as the Commission may direct. On the basis of the report submitted by the inspectors the Commission may initiate criminal proceedings under Section 263 of the Companies Act, 2017. 
Furthermore, the Commission may also under Section 264 of the Act in perusal of inspectors report under section 262 is of the opinion that person concerned in the formation of the company or the management of its affairs have in connection therewith been guilty of fraud, misfeasance, breach of trust or other misconduct towards the company or towards any of its member or have been carrying on unauthorized business, the affairs of the company have been so conducted or managed as to deprive the shareholders thereof of a reasonable return, that the members of the company have not been given all the information with respect to its affairs which they might reasonably expect or the affairs of the company are not being managed in accordance with sound business principles or prudent commercial practices; order for removal of director including CEO, direct the directors of the Company to carry out such changes in the management or in the accounting policies of the Company as specified in order. Under the said section Commission may also direct the company to call a meeting of its members and to consider such matters as may be specified in the order and to take appropriate remedial actions or that existing contract which is to the detriment of the Company or its members or is intended to or benefits any officer or director shall be annulled or modified to the event specified in the order.

7. Is evidence of unfairness, a conflict of interest or damages sufficient to hold Mr. James liable for the damage that the transaction causes to the company? That Mr. James was negligent, at fault, or influenced the decision of the Board.  FORMDROPDOWN 

Applicable Law:  Under Section 286 of the Companies Act, 2017 any members or members holding not less than 10% of issued share capital of a company may make an application to the Court that the affairs of the company are being conducted, or are likely to be conducted, in an unlawful or fradulent manner, or in a manner not provided for in its memorandum, or in a manner oppressive to the members or any of the member. And the Court may, with a veiw to bringing to an end the matter complained of, make such order as it thinks fit. 

In addition to this, requirements under section 204 of the Act defines "duties of the directors" and any default in complying with the provisions will result in penal offence:
Section 204 (1):- Subject to the provisions of this Act, a director of a company shall act in accordance with the articles of the company.   

 (2)  A director of a company shall act in good faith in order to promote the objects of the company for the benefit of its members as a whole, and in the best interests of the company, its employees the shareholders the community and for the protection of environment.  

 (3)  A director of a company shall discharge his duties with due and reasonable care, skill and diligence and shall exercise independent judgment.   

 (4)  A director of a company shall not involve in a situation in which he may have a direct or indirect interest that conflicts, or possibly may conflict, with the interest of the company.   

 (5)  A director of a company shall not achieve or attempt to achieve any undue gain or advantage either to himself or to his relatives, partners, or associates and if such director is found guilty of making any undue gain, he shall be liable to pay an amount equal to that gain to the company.

8. Is evidence of unfairness, a conflict of interest or damages sufficient to hold the other board members for the damage that the transaction causes to the company? That they were negligent or at fault.  FORMDROPDOWN 

Applicable Law: Article 204 of the Companies Act 2017 Section 204 of the Act defines "duties of the directors" and any default in complying with the provisions will result in penal offence:

Section 204(1):- Subject to the provisions of this Act, a director of a company shall act in accordance with the articles of the company.   

 (2)  A director of a company shall act in good faith in order to promote the objects of the company for the benefit of its members as a whole, and in the best interests of the company, its employees the shareholders the community and for the protection of environment.  

 (3)  A director of a company shall discharge his duties with due and reasonable care, skill and diligence and shall exercise independent judgment.   

 (4)  A director of a company shall not involve in a situation in which he may have a direct or indirect interest that conflicts, or possibly may conflict, with the interest of the company.   

 (5)  A director of a company shall not achieve or attempt to achieve any undue gain or advantage either to himself or to his relatives, partners, or associates and if such director is found guilty of making any undue gain, he shall be liable to pay an amount equal to that gain to the company.   

Further, Under Section 286 of the  Act any members or members holding not less than 10% of issued share capital of a company may make an application to the Court that the affairs of the company are being conducted, or are likely to be conducted, in an unlawful or fradulent manner, or in a manner not provided for in its memorandum, or in a manner oppressive to the members or any of the member. And the Court may, with a veiw to bringing to an end the matter complained of, make such order as it thinks fit.       

9. If shareholders are successful in their action against Mr. James, what remedies are available?
	
	Last year
	This year

	He pays damages
	Yes
	  FORMDROPDOWN 


	He repays personal profits made from the transaction
	Yes
	  FORMDROPDOWN 


	He is disqualified from serving in the management of any company for 1 year or more
	No
	  FORMDROPDOWN 



Applicable Law: Articles 287-289 Companies Act 2017 Section 183 of the Companies Act, 2017 which defines powers of Board. Under clause (6) of section 183 any contravention or default in complying with requirement of this section shall be an offence liable to a penalty and every director shall be individually and severally liable for losses or damages arising out of such action.  
In addition to this, under Section 172 (1) of the Act in any of the circumstances stated in that section, the Commission may pass  a disqualification order against a person to hold the office of a director of a company for a period up to five years beginning from the date of order. Cicumstances of disqualification includes (d) the business of the company in which he is or has been a director, has  conducted to defraud its creditors, members or any other persons or for a fraudulent or unlawful purpose, or in a manner oppressive of any of its members or that the company was formed for any fraudulent or unlawful purpose, (f) the affairs of the company of which he is a director have been conducted in a manner which has deprived the shareholders thereof of a reasonable return. 

The Commission may also under Section 264 of the Act in perusal of inspectors report under section 262 is of the opinion that person concerned in the formation of the company or the management of its affairs have in connection therewith been guilty of fraud, misfeasance, breach of trust or other misconduct towards the company or towards any of its member or have been carrying on unauthorized business, the affairs of the company have been so conducted or managed as to deprive the shareholders thereof of a reasonable return, that the members of the company have not been given all the information with respect to its affairs which they might reasonably expect or the affairs of the company are not being managed in accordance with sound business principles or prudent commercial practices; (i) order for removal of director including CEO, (ii) direct the directors of the Company to carry out such changes in the management or in the accounting policies of the Company as specified in order, (iii) direct the company to call a meeting of its members to consider such matters as may be specified in the order and to take appropriate remedial actions or (iv) direct that any existing contract which is to the detriment of the company or its members or is intended to or does benefit any officer or director shall be annulled or modified to the extent specified in the order: Provided that no such order shall be made so as to have effect from any date preceding the date of the order: Provided further that any director, including a chief executive or other officer who is removed from office under clause (i), unless the Court specified a lesser period, shall not be a director, chief executive or officer of any company for a period of five years from the date of his removal.    

10. Is evidence of unfairness, a conflict of interest or damages sufficient to void/rescind the transaction? Voidable if negligently concluded  FORMDROPDOWN 

Applicable Law: Article 287 Companies Act 2017 Under Section 286 of the Companies Act, 2017 any members or members holding not less than 10% of issued share capital of a company may make an application to the Court that the affairs of the company are being conducted, or are likely to be conducted, in an unlawful or fradulent manner, or in a manner not provided for in its memorandum, or in a manner oppressive to the members or any of the member. And the Court may, with a veiw to bringing to an end the matter complained of, make such order as it thinks fit. Under section 287 Court may provide for (a) the termination, setting aside or modification of any agreement, however arrived at between the company and any director, including the chief executive or other officer, upon such terms and conditions as may, in the opinion of the Court be just and equitable in all the circumstances.   
11. What is the standard of proof or level of certainty that courts must reach in order to hold defendants liable in a civil action brought by shareholders (e.g., beyond a reasonable doubt, clear and convincing evidence, intimate conviction, preponderance of the evidence, balance of probabilities)?

For a civil claim? Preponderance of the evidence  Yes   
For a criminal claim? Beyond reasonable doubt  Yes    
Applicable law  Civil Procedure Code 1908, Qanune-shahdat Order 1984, Pakistan Penal Code   
12. Before filing a suit, can shareholders representing 10% obtain internal company documents such as minutes of board meetings, contracts and purchase agreements in connection with Buyer's acquisition of the trucks? Yes, through an external investigator.   FORMDROPDOWN 

Applicable Law: Articles 256-257 Companies Act 2017. Where the Commission is of the opinion, that it is necessary to investigate into the affairs of a company-
(a) on the application of the members holding not less than one tenth of the total voting power in a company having share capital it may order an investigation into the affairs of the company and appoint one or more persons as inspectors to investigate into the affairs of the company and to report thereon in such manner as the Commission may direct.  Requirement is same as of last year. Section 256 and 257 of the Companies Act, 2017    
13. In a civil trial, what is the scope of information that the plaintiff can ask the judge to compel?
From the defendant? Any information that may lead to discovery of relevant information.  FORMDROPDOWN 

From an uncooperative witness? Any information that may lead to discovery of relevant information.  FORMDROPDOWN 

Applicable Law: Order 11 Rule 1 and Order 11 Rule 11 of the Civil Procedure Code, 1908 and Section 161 of the Qanun-e-Shahadat Order, 1984 Order 11 Rule 1 & 11 of the Civil Procedure Code, 1908 along with Section 161 Qanun-e-Shahadat Ordinance, 1984 
14. What information must plaintiff include in its request to the judge to compel evidence from a defendant or witness in a civil trial? The request must specifically identify the documents sought (i.e. list the title, author, date and contents).  FORMDROPDOWN 

Applicable Law: Order 11 Rule 12 of the Civil Procedure Code, 1908 empowers a party to apply to the Court for an order directing any other party to any suit to make discovery on oath of the documents which are or have been in his possession or power, relating to any matter in question therein.
Order 11 Rule 14 provides that the Court may, at any time during the pendency of any suit, order the production by any party of such documents in his possession or power related to any matter in question in the suit as the Court shall think right. Order 11 Rules 12, 14 of the Civil Procedure Code, 1908  
15. How is the process of questioning defendants and witnesses conducted in civil trials?
For defendants? Plaintiff or plaintiff’s lawyer performs the examination but prior approval by the court of the questions posed is necessary.  FORMDROPDOWN 

For witnesses? Plaintiff or plaintiff’s lawyer performs the examination but prior approval by the court of the questions posed is necessary.  FORMDROPDOWN 

Applicable Law: Qanun-e-Shahadat Order, 1984 and Civil Procedure Code, 1908  Qanun-e-Shahadat Order, 1984  & Civil Procedure Code,1908  
16. Must the company or defendant reimburse legal expenses incurred by shareholders in their action against company directors? (e.g., court fees, attorney fees and related expenses) Yes but the court has discretion whether to reimburse or not.  FORMDROPDOWN 

Applicable Law: Section 35 of the Civil Procedure Code Section 35 Civil Procedure Court
II. Listed companies
In the following questions, please assume that:

· Buyer is a publicly traded listed corporation or its functional equivalent in your country. It is not state-owned and has issued stock that is publicly traded and is listed on your country’s largest stock exchange. Examples include the Joint Stock Company (JSC), Public Limited Company (PLC), C Corporation, Societas Europaea (SE), Aktiengesellschaft (AG) and Société Anonyme/Sociedad Anónima (SA).

· It has not adopted specific bylaws or articles of association that go beyond the minimum requirements of corporate law or securities regulations. It does not follow any code of corporate governance, model charter, or code of good practice, unless they are mandatory.

· If there is no stock exchange or if there are fewer than 10 firms actively traded on the stock exchange, please assume that Buyer is a joint-stock company with a large number of shareholders.

· If most companies follow a 1-tier board structure, please assume that “Buyer’s board” refers to its board of directors.

· If most companies follow a 2-tier board structure, please assume that “Buyer’s board” refers to its supervisory board.

	
	Last year
	This year
	Last year law
	Applicable law / comment

	1. Does the sale of 51% of Buyer’s assets require shareholder approval? (whether such sale occurred in a single transaction or several transactions taking place within 1 year from the date of the first transaction)
	Yes
	 FORMDROPDOWN 

	Section 183(3)(a) Companies Act 2017
	 Section 183 (3)(a) of the Companies Act, 2017 provides that:

"The board of a company shall not except with the consent of the general meeting either specifically or by way of an authorisation, do any of the following things, namely.—  

(a) sell, lease or otherwise dispose of the undertakings or a sizeable part thereof unless the main business of the company comprises of such selling or leasing; and  

Explanation.—For the purposes of this clause-  

(i)  "undertaking" shall mean an undertaking in which the investment of the company exceeds twenty percent of its net worth as per the audited financial statements of the preceding financial year or an undertaking which generates twenty percent of the total income of the company during the previous financial year;  

(ii)  the expression "sizeable part" in any financial year shall mean twenty five percent or more of the value of the assets in that class as per the audited financial statements of the preceding financial year;" 
 
Furthermore, section 183(4) of the Companies Act, 2017 provides that:
"Nothing contained in sub-section (3) shall entitle a listed company to sell or otherwise dispose of the undertaking, which results in or may lead to closure of business operation or winding up of the company, without there being a viable alternate business plan duly authenticated by the board."


	2. Can shareholders who hold 10% of Buyer’s share capital call for an extraordinary meeting?
	Yes
	 FORMDROPDOWN 

	Section 133(3)(a) of Companies Act 2017
	 Section 133 (3)(a) of the Companies Act, 2017 which provides that:

"(3)  The board shall, at the requisition made by the members— 
(a) in case of a company having share capital, representing not less than one-tenth of the total voting power as on the date of deposit of requisition" forthwith proceed to call an extraordinary general meeting."  


	3. Must shareholders approve the issuance of new shares and how long is this authorization valid for? (alternatively, must Buyer obtain shareholder approval to issue unissued share up to its authorized share capital?)
	No
	 FORMDROPDOWN 

	Section 83 Companies Act 2017
	 In case shares of a public company are to be issued to new persons / buyer other than company's existing  members, approval of shareholders through special resolution (and Commission) is required.
However, as per section 83 of the Companies Act, 2017, the further issue of shares is done by the Directors of the Company. Although, they must be first offered to the members in proportion to the existing shares held by each member. 


	4. Do shareholders have preemption rights (priority or first refusal) on new shares that cannot be waived by a simple majority vote?
	Yes
	 FORMDROPDOWN 

	Section 83 of the Companies Act 2017
	 Section 83 of the Companies Act, 2017.
By virtue of Section 83 of the Companies  Act, 2017, shares shall be offered to the members in proportion to the existing shares held be each member. In the case of a listed company any member, not interested to subscribe, may exercise the right to renounce the shares offered to him in favour of any other person, before the date of expiry stated in the letter of offer.     


	5. Must shareholders approve the election and dismissal of the external auditor?
	Yes
	 FORMDROPDOWN 

	Section 246 of the Companies Act 2017
	 Section 246 of the Companies Act, 2017.

Auditors are appointed and removed in the general meeting of sharholders.       


	6. Can the majority vote of holders of the affected shares prevent changes to the rights of their class of shares?
	Yes
	 FORMDROPDOWN 

	Articles 38 and 59 Companies Act 2017
	 Section 38 and 59 of the Companies Act, 2017.

As per Section 38, the variation of the rights of shareholders of any class shall be efffected only if a majority of atleast three-fourths of the members or of the class of members affected by such alteration, vote personally or through proxy for such alteration. 
Sub-section(2) of section 59 states that not less than ten percent of the class of shareholders who are aggrieved by the variation of their rights under sub-section (1) may, within thirty days of the date of the resolution varying their rights, apply to the Court for an order cancelling the resolution.  


	7. Is the CEO (e.g. chief executive, managing director) forbidden from also being chair (or president) of Buyer's board?
	Yes
	 FORMDROPDOWN 

	Article 192 Companies Act 2017 and Listing Regulation of Karachi Stock Exchange & Code of Corporate Governance 2012, Section 35(vi)
	 Clause 9 of the Listed Companies (Code of Corporate Governance) Regulations, 2017 (CCG) and Section 192 of the Companies Act, 2017

Clause 9 of CCG clearly states that the Chairman and the chief executive officer of a company, by whatever name called, shall not be the same person. The chairman shall be elected subject to such terms and conditions and responsibilities as provided under Section 192 of the Act and these Regulations.      


	8. Must Buyer’s board include independent and non-executive board members? (i.e. no personal or financial interest and not in a managerial position)
	Yes
	 FORMDROPDOWN 

	Articles 166 Companies Act 2017 and Regulation 5.19.1 of the PSX Rule Book & Code of Corporate Governance 2012, Section 35(i)(b)
	 Clause 6 of the Listed Companies (Code of Corporate Governance) Regulations, 2017 (CCG). Further, as per Clause 8 of the CCG, executive drectors, incuding the CEO, shall not be more than one third of its board of directors. 
In the Act new section (i.e. Section 166) has been inserted where procedure and selection of independent director has been mentioned.  


	9. Can shareholders remove members of Buyer’s board without cause before the end of their term? (or if their term limited to 1-year)
	Yes
	 FORMDROPDOWN 

	Sections 157 and 163 Companies Act 2017
	 Section 163 of the Companies Act, 2017.

As per Section 163 of the Act, a company may by a resolution in general meeting remove a director apointed under Section 157, 161 or section 162 or elected in the  manner provided for in section 159 in accordance with the provisions thereof.       


	10. Must Buyer have a separate audit committee? (a subcommittee of Buyer’s board, composed exclusively of board members)
	Yes
	 FORMDROPDOWN 

	Regulation 5.19.1 of the PSX Rule Book & Code of Corporate Governance 2012, Section 35 (xxxv)
	 As per Clause 28 of the Listed Companies (Code of Corporate Governance) Regulations, 2017 (CCG), the board of directors of every company shall establish an audit committee of at least of three members comprising of non-executive directors and at least one independent director, Chairman of the committee shall be an independent director, who shall not be the chairman of the board and the board shall satisfy itself such that at least one member of the audit committee qualifies as financially literate. 

	11. Is there a percentage of acquired shares which triggers a mandatory bid rule, requiring a potential acquirer to make a tender offer to all remaining shareholders?
	Yes
	 FORMDROPDOWN 

	Securities Act, 2015 and Listed Companies (Substantial Acquisition of Voting Shares and Takeovers) Regulations, 2008
	 Securities Act, 2015 and Listed Companies (Substantial Acquisition of Voting Shares and Takeovers) Regulations, 2008   
30% in terms of Securities Act, 2015 and Listed Companies(Substantial Acquisition of Voting Shars and Takeovers) Regulations, 2008     


	12. Must Buyer distribute profits or pay dividends within a set maximum time period from the declaration date?
	Yes
	 FORMDROPDOWN 

	Article 243 Companies Act 2017 and Regulation 5.6.5(a)(i) of the PSX Rule Book.
	 Section 242 and 243 of the Companies Act, 2017 read with Companies (Distribution of Dividends) Regulations, 2017(

 S.R.O.1145 (I)/2017 dated November 06, 2017) requires that once  dividend is declared it shall not be deferred or withheld but infact should be paid within a period of fifteen working days from the date of its declaration .


	13. Is a subsidiary prohibited from acquiring shares issued by its parent company? If not, must the subsidiary dispose of the shares within a year and cannot exercise any voting rights?
	Yes
	 FORMDROPDOWN 

	Article 84 Companies Act 2017
	 Section 87 of the Companies Act, 2017.

As per Section 87 (1) of the Act, no company shall, either by itself or through its nominees, hold any shares in its holding company and no holding company shall allot or transfer its shares to any of its subsidiary companies and any such allotment or transfer of shares of a company to its subsidiary company shall be void. Section 87 of the Act prohibits a subsidiary company from purchasing the shares of its holding company. However, a subsidiary involved in the brokerage business can deal in the shares of its holding company subject to the condition that it shall not exercise its voting rights.      


	14. Must Buyer disclose ultimate beneficial ownership stakes representing 5% (i.e. direct and/or indirect)?
	Yes
	 FORMDROPDOWN 

	Regulation 5.19.11 (f)(x)(vii) of PSX Rule Book and Section 107 to 110 of the Securities Act, 2015 read with Reporting and Disclosure (of Shareholding by Directors, Executive Officers and Substantial Shareholders in Listed Companies) Regulations, 2015.
	 Section 130 of the Companies Act, 2017 requires that the shareholding of all the members is disclosed including those holding 5% or less.

	15. Must Buyer disclose information on other activities and directorships held by board members, including on their primary employment?
	Yes
	 FORMDROPDOWN 

	Article 197 Companies Act 2017 and Form 29 of the Companies (General Provisions and Forms) Rules, 1985
	 Section 197 of the Companies Act, 2017 and Form 29 of the Companies (General Provisions and Forms Rules, 1985).           

	16. Must Buyer disclose on an individual basis the compensation of directors and high-ranking officers, including bonuses and incentive schemes?
	No
	 FORMDROPDOWN 

	Regulation 5.19.12 (b) of the PSX Rule Book and Clause 4 of Part III of Fourth Schedule of the Companies Ordinance.
	 As per amendemnets 

 to the Listed Companies (Code of Corporate Governance) Regulations, 2017, Clause 12 "In regulation 38, sub-regulation (2), after the words “performance-linked incentives etc.” the expression “ and companies may provide aforesaid details of remuneration of individual directors in annual report.”     
 Clause 35 of Part III of Fourth Schedule of the Companies Act, 2017.

As per Clause 35 of Part III of Fourth Schedule, complete particulars of the aggregate amount charged by the company shall be disclosed separately in the financial statements for the directors, chief executives and executives together with the numbers of such directors and executives such as fees, managerial remuneration, allowances, commission, bonus, other perquisites and benefits in cash or in kind stating their nature and, where practicable, their approximate money values etc.



	17. Must Buyer publish the notice of shareholder meeting at least 21 calendar days in advance and include information and deadlines on participating and exercising voting rights remotely (e.g. by proxy, by mail or electronically)?
	Yes
	 FORMDROPDOWN 

	Article 132(3) and 134 Companies Act 2017
	 Section 132(3) of the Companies Act, 2017 and Sub-section (2) to Regulation (4) of the Companies (Postal Ballot Regulations), 2018.
Notice of meeting should be sent to the members and every person who is entitled to receive notice of general meetings  at least twenty-one days before the date fixed for the meeting. In case of a listed Company, suchnotice shall be sent to the Commission, in addition to its being dispatched in the normal course to members and the notice shall also be published in English and Urdu  languages atleast in one issue each of daily newspaper of respective lanaguge having nationwide circulation.
As per Sub-section (2) of Regulation 4 of postal ballot regulation,  where poll is demanded in the general meeting, a company shall within seven days from the day on which it is demanded send to all members complete information, including but not limited to the following, for casting vote in a secured manner as well as enable them to cast vote through e-voting:-   

(a) web address, login details, password, date of casting e-vote and other necessary details through email; and
b) security codes through SMS from web portal of e-voting service provider; or electronic signature.   


	18. Can shareholders who hold 5% of Buyer's share capital add items on the agenda prior to the general meeting?
	No
	 FORMDROPDOWN 

	Article 140(2) Companies Act 2017
	 Section 140 (2) of the Companies Act, 2017.

As per the provisions of Section 140(2) of the Act "The members having not less than ten percent voting power in the company may give notice of a resolution and such resolution together with the supporting statement, if any, which they propose to be considered at the meeting, shall be forwarded so as to reach the company-   
(a) in the case of a meeting requisitioned by the members, together with the requisition for the meeting;    

(b) in any other case, at least ten days before the meeting; and the company shall forthwith circulate such resolution to all the members."  

At present, shareholders representing 10% of the Buyer's share capital
can request a general meeting.

5% threshold doesn’t hold any merit . The required percentage is kept at 10% for sake of uniformity and in line with practices in other major jurisdictions.   


	19. Must a certified external accountant audit Buyer's annual financial statements?
	Yes
	 FORMDROPDOWN 

	Section 223 Companies Act 2017 and  Regulation 5.19.14 (a) of PSX Rule Book is also applicable.
	 Section 223, 246  and Section 247 of the Companies Act 2017 and Clause 33 of the Listed Companies (Code of Corporate Governance) Regulations, 2017.

 Section 223(5) of the Companies Act, 2017 requires that the financial statement shall be audited by the auditor of the company, in the manner hereinafter provided, and the auditor's report shall be attached thereto.
Section 246 and 247 of the Companies Act, 2017 contains provisions for appointment of auditor. 
Section 247(1)(a) of the Act states that A person shall not be qualified for appointment as an auditor, in the case of a public company or a private company which is subsidiary of a public company or a private company having paid up capital of three million rupees or more unless such person is a chartered accountant having valid certificate of practice from the Institute of Chartered Accountants of Pakistan or a firm of chartered accountants.

Further, as per Clause 33 of CCG-2017, no company shall appoint as external auditors, a firm of auditors, which has not been given a satisfactory rating under the Quality Control Review program of the Institute of Chartered Accountants of Pakistan and registered with Audit Oversight Board of Pakistan. Moreover, as per clause 33(2), no company shall appoint as external auditors a firm of auditors which or a partner of which is non-compliant with the International Federation of Accountants' Guidelines on Code of Ethics, as adopted by the Institute of Chartered Accountants of Pakistan.       


	20. Must Buyer disclose its audit reports to the public?
	Yes
	 FORMDROPDOWN 

	SRO.634(1)/2014.
	 Section 223(6) and (7) of the Companies Act, 2017 and SRO 634(I)/2014 dated July 10, 2014.
Section 223 (7) of the Act requires that a listed company shall, simultaneously with the dispatch of the financial statements together with the reports referred to in sub-section (6), send by post three copies and electronically a copy of such financial statements together with said reports to each of the Commission, registrar and the securities exchange and shall also post on the company‘s website. Report shall be avaialble on the webiste of the Company for a time period as maybe specified.

Further, In terms of SRO.634(1)/2014 companies are required to place their financial statement which also include audit report at their website. 



III. Private limited companies
In the following questions, please assume that Buyer Co. (“Buyer”) is a manufacturing company. It is incorporated as a private limited company or its functional equivalent in your country. Its shares cannot be listed on a stock exchange. 

Examples include the Private Limited Company (Ltd), Limited Liability Company (LLC), Sociedad de Responsabilidad Limitada (SRL), Gesellschaft mit beschränkter Haftung (GmbH) and Société à responsabilité limitée (SARL).

	
	Last year
	This year
	Last year law
	Applicable law / comment

	1. Do all members have the right to inspect and copy any record maintained by the company regarding the company’s activities, financial condition, and other circumstances that are relevant to their rights and duties?
	Yes
	 FORMDROPDOWN 

	Article 124. Rights to inspect and require copies - Companies Act 2017
	 Section 74,102,112,124,137,197,200,209,220,223 and 239 of Companies Act, 2017 requires all companies including private limited companies  to maintain and provide for inspection by members registers relating to transfer of shares and debentures, mortgages and charges as well as associated instruments, members and debenture-holders, proxies, books containing the minutes of proceedings of general meetings, directors and officers, investments made by the company, contracts for appointment of managing agent, chief executive or secretary,   directors' interests and shareholdings, books of accounts of company, annual accounts and balance sheet, etc. Copies of the aforesaid information may also be provided by the company to its members in certain cases.              

	2. Does the sale of 51% of Buyer’s assets require the consent of the majority of its members? (whether such sale occurred in a single transaction or several transactions taking place within 1 year from the date of the first transaction)
	Yes
	 FORMDROPDOWN 

	Article 183(3)(a) Companies Act 2017
	  Section 183(3)(a) of the Companies Act, 2017 states the following:                 "The directors of a  company  shall not except with the consent of the general meeting either specifically or by way of an authorisation, do any of the following things, namely.-   

(a)  sell, lease or otherwise dispose of the undertakings or a sizeable part thereof unless the main business of the company comprises of such selling or leasing;"   

Explanation.—For the purposes of this clause-  

(i)  ―undertaking shall mean an undertaking in which the investment of the company exceeds twenty percent of its net worth as per the audited financial statements of the preceding financial year or an undertaking which generates twenty percent of the total income of the company during the previous financial year;  

(ii)  the expression ―sizeable part in any financial year shall mean twenty five percent or more of the value of the assets in that class as per the audited financial statements of the preceding financial year;     
 
(4)Nothing contained in sub-section (3) shall entitle a listed company to sell or otherwise dispose of the undertaking, which results in or may lead to closure of business operation or winding up of the company, without there being a viable alternate business plan duly authenticated by the board.       


	3. Can members who represent 10% of Buyer’s capital call for a meeting?
	Yes
	 FORMDROPDOWN 

	Article 133(3)(a)
	 Section 133 (3)  stipulates that the board shall, at the requisition made by the members—  (a) in case of a company having share capital, representing not less than one-tenth of the total voting power as on the date of deposit of requisition; and   (b) in case of a company not having share capital, not less than onetenth of the total members;  

forthwith proceed to call an extra-ordinary general meeting.       


	4. Must all members of Buyer consent to add a new member?
	No
	 FORMDROPDOWN 

	Article 83 Companies Act 2017
	 In case of private limited company, the consent of all members in required because the only way to add new member is through transfer of shares which is only possible if all existing members decline to  accept offer of seller.

The relevant section 76 stipulates  Restriction on transfer of shares by the members of a private company.—(1) Notwithstanding anything contained in section 75, a member of a private company desirous of selling any shares held by him, shall intimate to the board of his intention through a notice.  

 (2)   On receipt of such notice, the board shall, within a period of ten days, offer those shares for sale to the members in proportion to their existing shareholding: (4)  If the whole or any part of the shares offered is declined or is not taken, the board may offer such shares to the other members in proportion to their shareholding.  

 (5) If all the members decline to accept the offer or if any shares are left over, the shares may be sold to any other person as determined by the member, who initiated the offer.  

In addition to that, there is no provision for further issue of shares to a new member in case of private limited company(further issue of capital otherwise than right) 

83.  Further issue of capital.—(1) Where the directors decide to increase share capital of the company by issue of further share capital, such shares shall be offered:  

(a) to persons who, at the date of the offer, are members of the company in proportion to the existing shares held by sending a letter of offer subject to the following conditions, namely— 

The only way to add new member is through transfer of shares which is only possible if all existing members decline to  accept offer of seller.

Section 76-  Restriction on transfer of shares by the members of a private company.—(1) Notwithstanding anything contained in section 75, a member of a private company desirous of selling any shares held by him, shall intimate to the board of his intention through a notice.  

 (2)   On receipt of such notice, the board shall, within a period of ten days, offer those shares for sale to the members in proportion to their existing shareholding: (4)  If the whole or any part of the shares offered is declined or is not taken, the board may offer such shares to the other members in proportion to their shareholding.  

 (5) If all the members decline to accept the offer or if any shares are left over, the shares may be sold to any other person as determined by the member, who initiated the offer.                      


	5. Must a member of Buyer first offer to sell his or her interest to the existing members before selling to a non-member?
	Yes
	 FORMDROPDOWN 

	Article 76, Restriction on transfer of shares by the members of a private company, Companies Act 2017
	 Section 76-  Restriction on transfer of shares by the members of a private company.—(1) Notwithstanding anything contained in section 75, a member of a private company desirous of selling any shares held by him, shall intimate to the board of his intention through a notice.  

 (2)   On receipt of such notice, the board shall, within a period of ten days, offer those shares for sale to the members in proportion to their existing shareholding: (4)  If the whole or any part of the shares offered is declined or is not taken, the board may offer such shares to the other members in proportion to their shareholding.  

 (5) If all the members decline to accept the offer or if any shares are left over, the shares may be sold to any other person as determined by the member, who initiated the offer.              


	6. Must Buyer have a mechanism to resolve fundamental disagreements between members that prevent the company from operating? (e.g. stake repurchase, forced buyback, squeeze out.)
	Yes
	 FORMDROPDOWN 

	Part IX Companies Act 2017 on Prevention of Oppression and Mismanagement - Article 286
	 PART IX  

PREVENTION OF OPPRESSION AND MIS-MANAGEMENT

Section 286 of the Companies Act, 2017         


	7. Must a new member who acquires 50% of Buyer make a purchase offer to all remaining members?
	No
	 FORMDROPDOWN 

	No provision regulating this issue for private limited companies
	 In case of private limited company, the only way to add new member is through transfer of shares which is only possible if all existing members decline to  accept offer of seller.

The relevant section 76 stipulates  Restriction on transfer of shares by the members of a private company.—(1) Notwithstanding anything contained in section 75, a member of a private company desirous of selling any shares held by him, shall intimate to the board of his intention through a notice.  

 (2)   On receipt of such notice, the board shall, within a period of ten days, offer those shares for sale to the members in proportion to their existing shareholding: (4)  If the whole or any part of the shares offered is declined or is not taken, the board may offer such shares to the other members in proportion to their shareholding.  

 (5) If all the members decline to accept the offer or if any shares are left over, the shares may be sold to any other person as determined by the member, who initiated the offer.  

In addition to that, there is no provision for further issue of shares to a new member in case of private limited company(further issue of capital otherwise than right) 

83.  Further issue of capital.—(1) Where the directors decide to increase share capital of the company by issue of further share capital, such shares shall be offered:  

(a) to persons who, at the date of the offer, are members of the company in proportion to the existing shares held by sending a letter of offer subject to the following conditions, namely— 

The only way to add new member is through transfer of shares which is only possible if all existing members decline to  accept offer of seller.

Section 76-  Restriction on transfer of shares by the members of a private company.—(1) Notwithstanding anything contained in section 75, a member of a private company desirous of selling any shares held by him, shall intimate to the board of his intention through a notice.  

 (2)   On receipt of such notice, the board shall, within a period of ten days, offer those shares for sale to the members in proportion to their existing shareholding: (4)  If the whole or any part of the shares offered is declined or is not taken, the board may offer such shares to the other members in proportion to their shareholding.  

 (5) If all the members decline to accept the offer or if any shares are left over, the shares may be sold to any other person as determined by the member, who initiated the offer.                  


	8. Must Buyer distribute profits or pay dividends at the latest one year from the declaration date?
	Yes
	 FORMDROPDOWN 

	Articles 242-243 Companies Act 2017
	 Section 242 and  243 of the Companies Act, 2017 read with Companies (Distribution of Dividend) Regulations, 2017(

 S.R.O.1145 (I)/2017 dated November 06, 2017) requires that once  dividend is declared it shall not be deferred or withheld but infact should be paid within a period of fifteen working days from the date of its declaration      


	9. Must members of Buyer meet every year?
	Yes
	 FORMDROPDOWN 

	Article 132 of the Companies Act 2017
	 Section 132 of the Companies Act, 2017 

132.   Annual general meeting.—(1) Every company, shall hold, an annual general meeting within sixteen months from the date of its incorporation and thereafter once in every calendar year within a period of one hundred and twenty days following the close of its financial year.         


	10. Can members who hold a 5% stake in Buyer propose resolutions and add items to the agenda of meetings?
	No
	 FORMDROPDOWN 

	
	  At
present, shareholders representing
10% of the Buyer's share  capital
can request a general meeting.

5% threshold doesn’t hold any merit . The required percentage is kept at 10% for sake of uniformity and in line with practices in other major jurisdictions.    


	11. Must annual financial statements of Buyer be audited by an external auditor? Please specify if this only applies to certain companies based on their size, turnover or assets, etc.
	Yes
	 FORMDROPDOWN 

	Articles 246-247 Companies Act 2017
	  Section 223(5) of the Companies Act, 2017 requires that the financial statement shall be audited by the auditor of the company, in the manner hereinafter provided, and the auditor‘s report shall be attached thereto.

Section 246 ad 247 of the Companies Act, 2017 contains provisions for appointment of auditor.          



Thank you very much for completing the questionnaire.

We sincerely appreciate your contribution to the Doing Business project. The results will appear in the Doing Business 2019 report and on our website: www.doingbusiness.org. Your work will be gratefully acknowledged.
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