
[TO BE INTRODUCED IN THE NATIONAL ASSEMBLY]

A

BiI
to providelor governonce a d operation of the management anillna cial efriciency of

state-owned enterprises owned and contolled bj the Federat Governmeit
WHEREAS, the Federal Goverfinent orrns and contols a number ofstate-owned

ente4rises established urder the various laws oflakistat;

_ .AND WHEREAS, the govemance and opeation ofthese ente.prises ifnot made
effeclively or appropriarely affects the quality olservice delivery by tLe State as well as rhe
fiscal discipline ofrhe Statei

.AND WHEREAS, it is expedient to specifiT pr;nciples goveming rhe opemrion ofstate_
ovned enterprises to authorise the formation ofstate ox1led-e;te4lrise; for canying on certain
Federal Govemmeot activitias and to control the ownership thereof and to estabiisli
requircments about the govemaflce and accountabilily olsiate-orrred entetprises and for matteN 6
connected rherewith and ancraliry rherelo;

It is hereby ena6ed as follows:

?,

CHAPTER I
GENERA.L

1, Short title and commencement.- (1) This Act shall be calied the Stare_Owned
Enterprises (Govemance atrd Operations) Acl 2021.

(2) It shall come into force at oEco.

2. Deflnltioff.- tn this Act, u ess therc is anlthing repugnatt in the subject or context)

(a) "articles" means the articles ofassociation ofa company;

(b) "board" m€ans-

(i) in the ca-se of a company, the board of directors of t}te compaoy; and

(ii) iD the case ofa stafirtory state-owned enterprise, the govemilg body
empower€d to ove.se€ or maDage the affairs of such statutory body or
enterprise;

(c) "chief executive officel' mea$s-

(i) in the case ofa company, the chiefexecutive officer ofthe company,
by whatever name cailed; and

(ii) ia the case of a statutory state-owred enterpdse, th€ person
empowered to utrdertake the functions of the chief executive offiaer,
by whatever !a!ae called under ttre rclevant law.

(d) "coDtrolled by the covemmetrt" mears-

(i) in the case of a company, if rhe Federal Goverr]lnenr directly or
irdirectly has tle right to appoint a majority of dtectors or control over
management or policy decisions, exercisable by a peEon individually
or tbrough.any person acting in coDcert, directly or indirectly, whether
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by virfire of Federal Govemment shareholding, management right,
shareholde$ agreement, voting agreemcnt or otherwise;

(ii) in the case ofan entity created by an Act ofthe Majlis-e-Shoora, ifthe
Fedeml Govemment has the power to appoint a majority of the persons

who are dircctors of that entity or otherwise has the power to determine
the outcome of decisions about the entity's malugement or financial and

operating policies;

(e) "commercial state-owned enterprise" means-

(i) a state-owned enteerise estsblished under the Companies Act, 2017
(XD( of2017) other lhan companies iicensed under section 42 thereof;
OI

(ii) a state-orvned enteryrise that generates the nujority of its revenue from
fhe sale of goods or services or a combination ofgoods and seNiccs on

a commercial basis;

(0 "company'' mears a company iocorporated under the Companies Act, 2017
(X lX of20l7) which is a sta'e-owned enterprise:

(C) "director" means-

(i) in the case ofa company, a director appointed under the Companies
Act, 2017 (XIX of20l7) and

(ii) in the case ofa statutory state-owned enterprise, a member ofthe
governil1g body designared under the applicab]e law;

(l) "nomine€ dircctoi' means-

(i) a director who represents the Federul or Provincial Govemment; and

(ii) a director who representats another state-owned enterprise;

(i) "independetrt director" means a d cctor who is trot an ex-officio director and

is not disqualified ulder section l1;

(i) "owned by the Federal Govemment" means-

(i) in ihe case of a company, an ertity in which the Federal Covemment
directly or indirecrly holds fifu percent or more-shareholding; and

(ii) in the case ofa statutory slate orlned enterprise, an entity which has

been established lhrough an Act of the Majlis-e-Shoora;

(l) "prescribed" means prescribed by rnles made under this Act;

(1) "public service obligation" means the specified service or activity rcfered to
rn a public service obliga6on agreement:

(rrr) "public service obligation agreefieat" means aa agreement referred to itr
ScheduleJl befween the Federal Govemment and a commercial state-owted
enrerp se for the utdertaking ofa public service obligation by the commerciai
stale-o*n€d entetprise;
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(n) "Schedule" means Schedule made under this Act;
_ 

(o) "state-owned enterprise" means a corporate body falling within the scope of
section 2; and

(p) "statutory state-owned enterpdse" means a state-owned enterprise established
under an Act ol Pafliament.

3. Scope and application.- (l) Notwithstanding an),thing contained in any other law for
the time beiog in force, this Act shall have application to all public sector companies as defined
in sub-section (54) ofsection 2 ofthe Companies Act, 2017 (XLX of2017) and other corporate
bodies which are owned and controlled by lhe Federal Govemment including those established
utrder special enactments but shall not apply to-

(a) regulatory bodies which are empowered to issue licences, graflt tariffs or
undertake investigations and inquiries with rcgard to non-compliaflce of their
statutory functions and povers;

(b) subject to sub-section (2), enterprises providing health and educational services
and laciliti€s; and

(c) subject to the criteria laid down in the state-o*Ied enterprise ownership and

management poiicy, any stale-owned cnterprise specifically exclud€d from the
complete or partial application ofthis Act by the Federal Government for reasons

to be recorded and by notification in lhe oflicial Gazette, pmvided that such

exclusion does not undermine tle ob,ectives and principles olthis Acl.

(2) The application ofthis Act may be extended by the Federal Covernment either

completely or partly to any entity specifred in Schedule-I, including without limitation to entities

which the Federal Govemment does llot have ownerchip in but exercises conhol thercon:

Provided that the Federal Govemment shall have the power to amel1d Schedule-l;

CHAP tER 2

STATE-OWNED ENTERPRISE MAI,iAGEMENT POI-ICY AND PRINCIPLf,S

4, Stet€-owned enterprise ownership and managem€nt policy.- (l) The Federal

Covenrment shall, at least once in every five years, prepare ald prescribe a state-owned

enteryris€ ownership and management policy fol giling eflect to the ob.jectives ofthis Act,

namely:-

(a) that the shareholding responsibiiities ofthe Federal Government with respect to

its state owned enterprrses are clarified;

(b) that lhe Fedeml Goverrment acts as an infonned and active shareholder; and

(c) that fiscal risks associated with state owled enterprises arc etTectively maraged:

Provided that the first policy to be developed uflder this Act shall be notified no later than

one year from the coming inlo effect ofthis Act:

Prcvided fufiher that irl the development ofpolicies under this section, the Federal

Governmcnt may seek input and assistance from the relevant stakeholdeis, including any

regulatory body, as may be requircd-
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(2) The policy refened to in sub-se.tion (l), shall provide for, inter alia-

(a) the criteria and rationale for owne$hip, retention and establishment of a state-

o\{,ned enterprise by the Federal Govemment:

O) the rote olthe Fedoral Govemment in the govemance of state-owned

enlerpdses;

(c) the manner and procedue for exercising the dghts of the Federal Govemment
as shareholder in state-owned enterprises, including, without limitation, matters
eNmerated in sub-section 2 ofsection 29, subject to the principles laid down
rn rhis Acl;

(d) clarification ofthe respective roles and rcsponsibilities ofalry Division ofthe
FedeBl Covernrl1enl, under the Rules ofBusiness, I973, Boards and other
stakeholden involved in the implementation ofthe Omership Policy;

(e) the role ofand manner ofoperation ofthe central monitoring unitl

(1) t]le form ard procedue fbr management and use ofthe electlonic state-owned
enterprise database, including riglt ofaccess by the public;

(g) a fiamework for enslring competilive neutlality ofthe State with respect to
state owned enterprises;

(h) a public sector obligation managemeDt fialtlework;

(i) process ofmooitoing and managing contingent liabilities of state_owred
enterprises;

0) guidelines for board nominations committee while exercising its firnctions
under section 10, including with respecl to diversity and adequacy ofboard
composilion;

0r) the process for evaluating the pexformance ofex-of'ficio and independent
diroclors;

(l) the cooling offperiod for the appointment ofindependent directors;

(m) the maDner ofregulation ofconflict ofinterest ofdir€ctors, including
p.ocedures lor identification and reporting ofdirect and indirect intercsts of
directors and resolving any conflict of illterest thercon;

(n) the crite a for excluding a siate owned enterprise from the ambit ofclause (c)

ofsub-section (1) ofsection 3; and

(o) any other nratter iequted to givc effect to the piovisions and objectivos of this
Acr.

(3) The policy prescribed under this section shall clariry the manner ofgiving effect
to the institutional arrangemmrs whereby roles and responsibilities have been assigned under
thi\ Act. in pafl:culdr and wirhout lifiirarion-

(a) the manaer il which the Board shall undertake its responsibililies with
regard to-


