
It is herebY enacted as follows: -

1. Short title and comrnencelnent'- (1) This Act shall be called

the Banking Companies (Amendment) Act,2023'

(a) in sub-section (1),-

(21 lt shall come into force at once'

2. Amendrnent of section 3A, Ordinance LVII of 1962'-In the

Banking Companies Ordinance, 1962 (LVII of 19621' hereinafter referred to

as the said Ordinance, in section 3A,-

lAs PASSED BY THE NATToNAL ASSEMBLYI

after the expression "13," the expression' "15C," shaIl

be inserted;
the expressio n "dsAA," shall be <imitted;'

for the expression "47," the expression "42A, 428 
'

42C, 42D, 42F,, 42F, 42G, 421," shall be substituted;

after the expression '84," the expression "93C, 93CA"

shall be inserted;
for the word "ma/, occurring for the second tirire'

the words "in consultation wit]l the State BanlC shall

be substituted; and

(i0
(iii)

(i)

(iv)

(v)

(bl after.' sub-section (1), amended as aforesaid, the following

new sub-section (1A) shall be inserted, namely:-

"(lAf The provisions of sections 4LC, 42, 42A, 428, 42C'

42D, 42F,, 42F, 42G, 42H, 421, Part III' 93C and 93CA shall'

with such modiFrcation as the State Bank may determine from

time to time to achieve objectives mentioned in the said

sections, e.pply to the microfinance banks licensed under the

Microfrnance Institutions Ordinance, 2OO 1 (LV of 2OO 1) and

shall have e{fect notwithstanding anything to the contrary

contained in tl.e Microhnance Institutions Ordinance' 2O01 (LV

of 2OO 1).".

A
BILL

furtter to amend the Banking Companies Ord-inate' 1962

qIHEREAS it is expedient further to amend the Banking compalies

Ordinance, 1962 (LVil of 1962), in the manner and for the purposes

hereinafter apPearing;



3. Amendment of section 5, Ordtnance LVII of 1962.-{n the
said Ordinance, in section 5,-

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

"(a) 'approved securities" means the securities in r,r,hich a
trustee may invest money under ttre applicable ti-ust
laws, and for the purpose of-

(i) sub-section (2) of section 13, includes such other
securities as the Federal .Government may, by
notification in the offrcial .Gazette, declare to be
approved securities for the plnpose of that sub-
seclion; and

(a) such types of Pakistan rupee obligaLions of
the State Bank as it may specify from time to
time; ald

(b) such t54pes. of Pakistan rupee obligations of
the Federal Governmerit or a Provincial
Government or of a corporation wholly
owned or controlled,.directly or' indirectly, by
the Federal Gov€irrinent or a Provincial
Government arld guar.anteed by the Flederal
Government as thd-'Federal Government
may, by notificaticin in the official Gazette,
declare to the extent determined from time to
time to be approvAd sbcurities for the
purpose of that sub.seetion;";

tii) after clause (c), the following new clause shall be inserted,
namely:-

"(ca) "banking company under Resolution" mearrs .a
banking company in rrspect of which the State
Bank has made an order under section 42D and
until such time that the S.ta-te Bank by an order
declares that the bankirrg eompa{.ry concerne,l is no
longer under Resolution or urr-til a windir.tg*up order
is made under this Ordinance;";

,)

(ii) sub-section (1) of section 29, includes-



(iiil after clar.rse (d), the following new clause shall be inserted,
namely:-

'(da) "bridge bank" means an €ntity established under
section 42H to temporarily take over and maintain
some or all of the assets and liabilities of a banking
company as part of the Resolution process;";

(iu) after clause (8, the following new clause shall be inserted,
namely:-

" {fal "Executive Committee" means an Executive
Committee established under section 9F of the State
Bank of Pakistan Act, 1956 {XXXIII of 1956);";

(v) after clause (h), the following new clause shall be

inserted, namely: -

"(ha) "Minister-in-charge" means the Fedcral Minister, to whom
business of this Act stands allocated;"

(ri) after clause (k), the foll,owing new clause shall be
inserted, namely:-

"(ka) "Resolution" refers to the process of exercising one
or rnore of the Resolution powers as provided in
section 428 with a view to achieve the Resolution
objectives including by ensuring the continuity of a
balking company's critical functions, as specified by
the State Bank;"; and

(vii) after clause (mm), the following new clause shall be
inserted, namely:-

"(mma) "sponsor shares" means irve percent or more paid-
up shares of a banking company, held or
beneficially owned by a person individually or in
concert with his family members, group
companies, subsidiaries and associates;".

4. Amendm.ent of section 14, Ordiuance LVII of 1962.-ln the
said Ordinance, in section 14,-

(il in sub-section (1),

3



(ii)

(iii)

(a) in clause (ii), after the word "oniy'', occurring at the
end, the words "which may be of different kinds and
classes as provided by its memora-rrdum and articles"
shall be inserted;

(b) clause (iii) shall be omitted; and

ic) in clause (iv), after the words "Provincial Government',
the words 'or such shareholder who has been
permitteC by the State Bank" shall be inserted;

for sub-section (4), the following shall be substiruted,
namely:-

"( ) The State Bank, if satisfred, may require any
banking company by an order in writing stating reasons
to increase its paid up capital or enhance the level of
regulatory capital, as deemed appropriate, by such
extent and within such period as may be specified in the
order and the State Bank shali exercise the power
reasonably, fairly and justly.";

after sub-section (41 substituted as aforesaid, the
following new sub-section shail be inserted, namely:-

"(4A) Any person holding sponsor shares rn a
banking company shali deposit all such shan'es in an
account opened in a central d.epository in the m,ainer
specifred by the State Bank and shall not sell, transfer or
encumber the shares in any manner whatsoever without
prior written approval of the State Bank.";

(iv) in sub-section (5),-

(a) in clause (d), in sub-clause (ii), for the words
"Central Depository Compan/, the words 'rr:levant
cential depositor5/ shall be substituted; and

(b) in clause (e), the word "Central', occurring twice,
shall be omitted ald after the word 'Board",
occurring at the end, the words "of Directors of the
State Bank" shall be inserted;

for the explanation, the following shall be substituted,
namely:-

"ExPlanation.- The
ownership" shall include the

expresslon
definition

"benefrcial
of "benefrcial

(")

I,l



orvnership of sharehoiders or ofhcer of a company' given
in ciause (7) of sub-section ( 1) of section 2 of the
Comparries Act, 2Ol7 {XlX of 2O171.".

5. Ornission of section 158, Ordinance LVII of 1962.-In the
said Ordinance, section 158 shall be omitted.

6. Substitution of section 15C, Ordinance LVII of 1962.-In the
said Ordinance, for section 15C, the foilowing shall be substituted, namely:-

*15C. Fitness and propriety.- (1) Every person
holding sponsor shares in a banking company, director,
managing director or chief executive officer, by whatever name
called, and such other ofhcer of a banking company, as may be
specified by the State Bank, shall be required to meet the fit
and proper test specifred by the State Bank from time to time.

(2) Every person to whom the fit and proper test applies
and the balking company concerned shall furnish to the State
Bank all information ald any change in the information
furnished earlier, in such form and manner as may be required
by tn-e State Bank.

(3) If the State Bank determines that a person holding
the office of director, managing director or chief executive
ofhcer, by whatever narne cailed, or any other ofhcer of a
banking company to whom the fit afld proper test applies,
subsequently fails to meet any terms or conditions of the test,
'the State Bank may, without prejudice to any other power
conferred on it under this Ordinance, issue warning, or
withdraw ttre ht and proper clearance of such person by an
order in writing stating the reasons thereof and such person
shall vacate the office held from the effective date of such an
order:

Provided that the State Bank has given an
opportunity of hearing, if sought by the person, to make
representations or file objections in respect of the State
Bank's decision regarding their fit and proper test
application:

Provided further that no order for withdrawal of fit and
proper clearance shall be made under this sub-section unless
the concerned person has been given a reasonable opportunity
of making a representation to the State Bank against the said
order, and if the State Bank is of the opinion that any delay
would be detrirnental to the public interest or the interest of
the banking company or its depositors, the State Bank may, at
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the time of giving the opportunity aforesaid or at any tlme

thereafter and pending the consideration of the representation

aforesaid, lf any, make an appropriate interim order' The

aggrieved person shali have the right to appeal to the Board of

Directors of the State Bank whose decision shall be final'"

7. Amendment of section 23, Ordinance LVI of 1962'-In the

said Ordinalce, in section 23, in sub-section (1),-

{a) after the word "formed", the words 'with the prior written

approval of the State BanlC shall be inserted;

(b) after clause (c), the following new clause shall be inserted'

namely.-

"{ca) the carrying on of business as a microfinance bank
under the provisions of the I\4icrofrnance Institutions
Ordinance, 2OOf (LV of 2OO1);"; and

(c) in clamse (d), the expression 'with the previous permission

in writing of the State Bank," shall be omitted'

{dl in clause (ddl, the word 'or", shall be omitted;
(e) after clause ldd) the fotlowing new clause shall be

inserted, namelY.-
"(ddd) for carrying on business, exclusively for

development causes, as rnay be approved by the State Bank;

or"

8. Amendment of section 25, Ordinance LVII of 1962 '- In the

said Ordinance, in section 25, in sub-section (3), for the expression

"which may extend to twenty thousand ruPees audr where l;he default

is a continuing one, of a further amouat which may externd to one

thousaad rupees for every day after. tb.e first during which the default

contin es", the words *as specified in the Fourth Schedule" shall be

substituted.

g. Omission of section 25AA, Ordinance LVII of 1962'- In the

said Ordinance, section 25AA shall be omitted'

10. Amendment of section 26A, Ordinance LVII of 1962'- In

the said Ordinance, ln section 26A, it sub-section {5), in clause (c)' for the

word "prescribed" occurring twice, the word "specified" shail be rlubstituted.

11. Amendment of section 27, Otditance LVII of 1962'- In the

said Ordinance, in section 27,-
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{b) aJter clause (iii) amended as aforesaid, the following
new clauses shall be urserted, namely:-

"(iv) if the banking compaly is engaged in or is being
used for criminal activities; or

(v) if the banking company has destroyed or
concealed, or moved outside of Pakistal all or part
of its assets, the administration, operation and
books or records without the explicit approval of
the State Bank; or

(vi) if the banking comp,rny has created material
hindrance, delay or obstruction for the State
Bank iri perforrnance of its supervisory
functions:"; and

(c) for the proviso, the follovring shall be su'bstituted,
narnely:-
'Provided that before cancelling a license,-
t0 under clause (ii) or clause {iii} of this sub-section

on the ground that the banking cornpany has
failed to cornply with or has failed or ceased to
fi,rlfil any of the conditions refert'ed to therein; or

(il) r;nder clause (iv), clause (v) or clause (vi) of this
sub-section,

the State Bank, unless it is of opinion that .tl-e delay
will be prejudieial to the interest of tlre c,ompany's
depositors or the public, shall provide an opporturlity
of being heard to the banking company or, as tJee case
may be, shall grant to the company on such terms as
it may speci$r, an opportunity of taking the necessary
steps for complying with or ftrlfrlling such condition.";
and

(b) in sub-section (5), the word "Centra-l? shall be omitted and
' after the rvords "Board of", ttre words "Directors of shall be

inserted.
7

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

(a) in clause {iii}, for colon at tlre end, a semi-colon and
word "; or' shall be substituted;



L2. Amendment of section 29, Ordinance LVII of 1962.- In the
said Ordinance, in section 29, in sub-section (1), in the proviso, for the full
stop, a colon shall be substituted and thereafter the foliowing proviso shali
be added, namely:-

"Provided further that the State Bank may, from time to time,
specify the types of assets mentioned in this sub-section w-hich shall
not be eligible for the maintenance of liquid assets.".

14. Amendment of section 31, Ordinance LVII of 1962.-- In the
said Ordinance, in section 31,-

(a) in clause (a), for the u,ord "owing", the word "owed"
shall be substituted and for the word "ten", the
word "fifteen" shall be substituted;

(b) in clause (b), for the word "ten", the word "fifteen"
shall be substituted;

(c) in ciause (c), for the word "ten", the word "fifteen"
shall be substituted and the word 'or" shall be
omitted; and

(d) after clause (c), amended as aforesaid, for clause (d)
and explanation therein, the following shali be
substituted, namely:-

"the banking company shail give forthw'ith a three
months' notice in writing by registered post
acknowledgement due to the creditor or the
benefrciary of the cheque, draft or bill of exchange
on his address last made known by him to the
banking company, and if on the expiry of the three
months' period no acknowledgement or reply is
received from the addressee, the banking compzrny
sha11 pay to the State Bank an amount equal to the
amount, owing by the banking company in respect
of the debt or to the amount that would be owing if
the instrument had been presented for payment,
including profit, if erny, and payment accordingiy
shall discharge the banking company from all

I

13. Amendment of section 3O, Ordinance LVII of 1962.-- In the
said Ordinance, in section 30, in sub-section (1), for the word "prescribed.
occurring twice, the word "specihed" shall be substituted.

(i) in sub-section ( 1) ,-



liabilities in respect of the debt or instrument, as
the case may be.";

(ii) in sub-sectioi (2],,-

(a) for the word "by'', the word 'under" shall be

substituted;
(b) in clause {c), the words 'or article standing in the

names of more than one person," shall be omitted;
(c) in clause {d}, the words "or wrapper" occurring

twice shall be omitted;

(i") in sub-section {5}, the words 'or delivered an article"
shall be omitted and the words "or article" shall be

omitted;

(") for sub-section (7), the following shall be substituted,
namely:-

"(71 Every banking company shall, within thirty
days after the close of each calendar year, submit to the
State Balk a return in the specifred form and manner of
all unclairned amounts remaining unpaid in the books of
the banking company, after the expiry of hfteen years as

reckoned under sub-section (1).";

(vi) for sub-section (8), the following shall be substituted,
namelY:-

"(B) The State Bank shall place on its website a
list of the amounts received by it under sub-section (I)
and not claimed by any person:

Provided that public attention shall be drawn
towards the list of amounts so placed on the website
through public notices in not less than two newspapers
and media channels once each quarter.";

(vii) for sub-section (9), the following shall be substituted,
namely:-

"{9) Any banking company which has paid any
amount to the State Bank in accordance with sub-

q

(iiil in sub-Section (3), the words "or wrappef strall be

ornitted;



section (1) may, within thirty days from the date of such

payment, submit to the State Bank its claim as regards

lien, counter-claim or right of set-off in relation to the

amount so paid.";

{viii) in sub-section (10),-

(a)

(b)

(c)

the words "or a-rticle" shall be omitted;
the words "or delivered" shall be omitted; and

aJter the word 'Bank", occurring for the second

time, the words "through the concerned banking

company as per the procedure laid down by tl-re

State Bank from time to time" shall be added;

(ix) for sub-section (11), the following shall be substituted,
narnely:-

"(11) Subject to sub-sections (9) and (14), the

State Bank may pass such order on a claim submitted 1-o

it under sub-section (9) or sub-section (10) as it may

deem fit after satisfying itself as to the genuineness 'lf
the claim, and where the State Bank makes any pa)T nent

to afly person submitting a elaim under sub-section (1O),

a receipt given by him shall be a final discharge to the

State Bank.";

(x) sub-section (12) shall be omitted;

(xi) for sub-section (13), the following shall be substituted,
namely:-

"{13) Subject to sub-sections (9} and (14}' any

amount paid to the State Bank under sub-section 'i1)

shall remain in the custody of the State Bank'";

(xii) for sub-section { 1a}, the following shali be substituted,
narnely:-

"(14) Notwithstanding anything contained in sub-

section (1) about the giving of a notrce by a banking
company to any creditor or beneflciary of any cheque,

draft or bill of exchange, or in sub-section (8) about the
placement by the State Bank of the list of unclaimed
amounts, the procedure to be followed and the manner of
disposal of debts and instruments in a ca.se u'here the
person concerned is not for the time being residing in
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Pakistan shall be such as may be determined by the
State Bank from time to time.";

(xiii) in sub-section (15), the words "or article" shall be omitted;
and

(xiv) after sub-section (15) amended as aforesaid, the following
new sub-sections shall be inserted, namely,--

"(15A) Where any security, share, goods, currency
or any other valuable article {hereinafter collectively
called article) lying in safe custody of or in a customer's
locker with a banking company has been transferred to
the vault of the banking company by reason of the
customer having failed to pay the rent or fee in
accordance with the agreement between the parties or
otherwise in accordance with the instructions issued by
the State Bank, details of such articles shall be
submitted to the State Bank in the manner as specified
by the Sta.te Bank. The banking company shall publish
factum of the same on its website in the manner as
specified by the State Bank.

(1581 With the prior written permission of the State
Bank, a banking company may close suspeuded,
blocked or frozer:- accounts of designated or
proscribed individuals and/or entities. In the event
the State Bank authorizes sueh closure, the banking
company shall transfer the deposits, if any, to the
credit of such suspended, blocked or frozen accounts
to the State Bank."

15. Arnendment of section 33, Ordinanee LVII of 1962.- In the
said Ordinance, section 33 shall be renumbered as sub-section (1) thereof,
and after sub-section (1), renumbered as aforesaid, the following new sub-
section shall be added, namely: -

"(2) The State Bank may publish any information regarding its
enforcement actions including warning, pena1t5r, order of removal, or
any other action against a banking company or a director, chief
executive or any other ofhcer of a banking company, if deemed
necessary for the interest of the banking cornpany or its depositors,
public interest or the prevention of the use of the financial system for
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any illegai activity including money laundering
terrorism.".

or Iinancing of

L6. Ameudment of section 34, Ordiaance LVII of 1962.- In the
said Ordinla.nce, in section 34,--

(a) in sub-section (3), for the expression "the form marked'F'in
the Third Schedule to the Companies Act 19 13", the
expression 'the Cornpanies Act, 2017 (XIX al 2Ol7l" shall be

substituted; and
(b) in sub-section (4),

(a) after the word "notice", the words "by posting on its
website" shall be added; and

(b) for the words 'notification in the offrcial Gazette", the
wo.rd "circular" shall be substituted.

L7. Substitution of section 36, Ordinance LVII of 1962.- In the
said Ordinance, for section 36, the following shall be substituted, narnely:-

"36. SubmisSion of returns.- The accounts and balanc:e-sheet
referred to in section 34 together with the auditor's report as passed

in the Annual General Meeting shafl be published in the manner
specihed by the S tate Bank, and thr:ee copies thereof shall be
furnished as returns to the State Bank within three months of the
close of the period to which they relate:

Provided that the State Bank may in special circumstances
either of its own. motion or on t-he application of a balking company,
extend the said period of three months for the furnishing of such
retums by such further period as it deems appropriate, so however
that the total period of each extension shall not exceed one yei1r.".

18. Insertioa of heading and new sections, Ordinance LVII of
L962.- In the said Ordinance, after section it9, the following new heading
and sections shall be inserted namely:-

"Part - IIA
Islamic Banking

39A, Scope and application.- Save as expressly provided in
this part, the provisions trereof sha1l apply to altr Islamic banking
instituti,ons as defined he'reunder in clamse (a) of section 398 and
wherever applicable to Islamic frnancial institl-rtions as delined in
clause (h) of section 39B and shali have effect notwithstanding
anything contained to the contrary in the Ordinance or in arry other
law for the time being in force. All the provisions of this Ordinance
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except slrb-sections {1), (2), (3} and {4} of section
applicable to Islarnic banking institulions unless
SLueriaLL

26A shall be

repugnant to

398. Definitions.- The terms defined herein would only be

applicable for this part and notwithstanding anything contained to

the contrary in this Ordinance, the following defined terms will have

the meaning assigned to them under this part:-

(a) olslamic banking institution" means:

(i) a full-fledged Islamic banking company, where its
entire busiless and operations are in accordance
with the Principles of Shariah (as dehned herein
below) and is licensed by the State Bank for this
purpose;

(") an Islamic banking subsidiary of a banking
company, where the entire business and operations
of this subsidiary are in accordance with the
Principles of Shariah and is licensed by the State
Bank for this purpose; or

(iii) dedicated Islamic banking branch or branches of a
banking company, where the entire business and
operations of the branch or branches are in
accordance with the Principles of. Slniah ald is
licensed by tl.e State Bank for this purpose.

(b) 'I slamic Deposit Account" means an account in which a

sum of money is accepted by an Islamic banking
instituLion as per related agreed terms ald conditions,
consistent with appiicable regulations of the State Bank;

(c) "IsIa.mic Deposit Account Holder" means a person having
Islamic deposit account at an [slamic banking institution;

td) "lnvestment Account'' means an account in which a sum
of money is accepted by an Islamic banking institution in
accordance with the Principles of Slwiah ald shall be
payable by the Islamic banking institution as per reiated
agreed terms and conditions. [t includes foliowing
categories of accounts:

(i) 'Unrestricted Investment Account" means an
account in which a sum of money is accepted in
accordance with the Principies of Shariah on a prolit
and loss sharing basis and which shall be managed
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or invested at the absolute discretion of the Islamic
banking institution in accordance with the
Principles of Shnriah.

(ii) "Restricted Investment Account" means an accoullt
in which a sum of money is accepted in accordance
with the Principles of Shariah and which shall be

managed cr invested cn the basis of a'rl agi-eement

on a specific investment mandate between the
Islamic banking institulion and the investment
accountholder, in accordance with the Principles of
ShariaL

(e) "Investment Account Hoider" means a person having an
investment account at an Islarnic banking institution;

(0 'Ordinance" means Banking Companies Ordinance, 1962

(LVII of 1962);

(g) " Sho:ia,lt means the injunctions of Islam as laid down in
the Holy Qura-n and Sunnah;

(h) "Islamic frnalcial institution" means the frnancial
institutions covered in section 3A ald permitted by l.he

State Bank to conduct their business and operations in
accordance with Principles of Shanah;

(1) "Principles ol Shariah" mean the following principles
governing Islamic banking and finance:

(i)

(ii)
prohibition of all forms of Riba and Usury;
prohibition of transactions featuring excess,ive

uncertaintSl (Gharar) and prohibition of gambling
(Magsir and Qimar);

(iii) adherence to all Slnriah requirements related to

specifrc relationships, arrangements and
transactions;

(iv) facilitation of a sustainable economic system, risk
and reward sharing, and social justice;

(v) avoidance of injustice, exploitation, hoarding, fraud,
deception and activities that are deemed harmful to
society.

39C. Busiuess.- Islamic banking institutions shail
undertake business and operations consistent with the Principles of
Sluriah and these shall include:
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(a) Accepting Islamic Deposit Accounts on modes,
based on the Principles of Sfniah" as specilted by
the State Bank.

(b) Accepting Restricted and Unrestricted lnvestment
Accounts on modes, based on the Principles of
Shartah as speci[red by the State Bank.

(c) Doing such businesses as are prescribed in section
7 of this Ordinance subject to conformity with the
Principles of Slniah" as specified by the State
Bank.

39D. Relationship between an Islamic banking institutioo
or Islamic frnancial institution and its customers.- The
relationship between an Islamic banking institution or Islamic
hnancial institution and its customers with regard to any
transactions or arrangements 'that are in conformity with the
Principles of Shaiah shall be determined in accordance with the
contractual terms governing such transactions or arrangements.

(21 Ensuring an effective Slniah governance framework
shall be one of the key responsibilities of the Board of Directors of
the Islarnic banking institution or Islamic linancial institution.

(3) An Islamic banking institution or Islamic frnancial
institution shall-

(a) Comply with all Shariah regulatory standards and
requirements concerning their operations as specilied
in the State Bank's regulations, directives,
instructions, notifi cations, circulars and guidelines.

(b) Comply with any requirements related to Shaiah
governance framework as specifred in the State Bank's
regulations, directives, instructions, notifications,
circulars and guidelines.

t5

39E. Shariah Governance.- (I) Shaiah governance shall
refer to the set of institutional and organizational arrangements at
an Islamic banking institution or Islamic financial institution
through which effective independent oversight of compliance with
the Principles of Shnriah over each of the undertaken activities,
structures and processes is ensured as per the State Bank's
regulations, directivbs, instructions, notifications, circulars and
guidelines.



(4) A banking company undertaking business and
operations through dedicated Islamic banking branches after getting

a separate license shall have policies, internal systems, procedures,

and controls as per the State Bank's regulations, directives,
instructions, notihcations, circulars and guidelines to ensure that:

(a) all the transactions, arrangements and dealings of
the Islamic banking branches are in accordance
with the Principles of Shariah

(b) banking business and operations of dedicated
branches are properly segregatid; and

(c) the banking company provides adequate disclosures
in this regard.

39F. Priority of payments to Islamic deposit account
holders, investment account holders aad other claimants-- In
case of the liquidation of an Islamic banking institution or Islarnic
financial institution, the State Bank shall prepare a scheme,

consistent with the Principles of StnriaL for makrng of payments to

the Islamic deposit account holders, investment account holders; and
other claimants.

39G. Charity.- (1) Where the Islamic banking institution or
Islamic hnancial institution, in compliance with the State Bank's

regulations, directives, instructions, notifrcations, circulars ald
guidelines on charity policy, determines that any poition of the

income earned by an Islamic banking institution or Islamic frnancial

institution is not in conformity with the Principles of Slwriah and
where late payment by the customer is charged with a penalty,

Islamic banking institution or Islamic finalcial institution shall credit
such amounts as notifred by the State Bank into a charity fund- The

charity fund shall be maintained and utilized in such a manner as

speci{ied by the State Bank from time to time.

t2l In cases where the State Bank has determined that any
income earned by an Islamic banking institution or Islamic frnancial
institution is not in conformity with the Principles of Shariah, it shall
direct the institution concerned to credit such income into the
charity fund as specihed by the State Bank.

39H. Separate Regulatory lnstructions.- The State Bank
shatl specify regulations, directives, instructions, notifications,
circulars and guidelines for Islamic banking institutions or Islamic
frnancial institutions, including but not limited to definitions of
Islamic modes and concepts of Islamic banking ar-rd f,rnance, types of
Islamic deposit accounts and investment accounts, certiflcates of

l6



investrnent, profit & loss distribution and pool management, and any
other area as may be deerned necessary by it.

(3) The State Bank may issue regulations, directives,
instructions, notifications, circulars, or guidelines, as the case may
be, under this section from time to time,

39J. Penalties.- The State Bank shall impose separate
penalties on Islamic banking institutions and Islamic f,rnancial
institutions, specifically with reference to non-compliance with the
Principles of Slwriah. Further, the S tate Bank may take penal action
against members of Board of Directors, management, and personnel
of other organs of governance, including Slwiah governance, for
violation of their frduciary dulies and other obligations.

(21 Except for the sub-sections (1), (2), (3) and (4) of section
26A, dl other provisions of this Ordinance mentioning the term
"deposits" of conventional banks shall a-lso be construed to coyer
'lslarnic deposit accounts" and. "investment accounts" of Islamic
banking institutions.

(3) Ali provisions of this Ordinance ,mentioning the term
"depositors" of conventional banks shail.also be construed to cover

tv

39I. Conversioa and Establishment of Islamic Banking
Subsidiary.- (1) A banking company may convert its one or more
branches or entire business and operations into an Islamic banking
institution.

(21 A banking company shall establish an Islarnic banking
subsidiar5r or sha-ll convert it into a full-fledged Islasric bank if:

(a) its Islamic banking branches exceeds 5Oo4 of the
number of the total branches; or

(b) the share of its Islamic banking assets exceeds 5O% of
its total assets; or

(c) the capital attributable to its Islamic banking
branches operations reaches the minimurn required
capital specifred by the State Bank for an lslamic
banking subsidiaqr.

39K. Other provisions relatitxg to Islamic banking.- (1)
The provisions of this part shall be in addition to the other provisions
of the Ordinance relating to Islamic balking and shall be read
accordingly.



the "lslamic deposit account holders" and "investment account

holders" of Islamic banking institutions.

39L. Savings.- Any regulations, directives, instructlons'

notifications, circulars, guidelines or any act or thing done by the

State Bank in relation to banking business which is based on Slnriah

before the coming into force of this part shall be deemed to have been

validly issued or dcne under the Ordinance'"

Lg. Insertion of new heading, Ordircance LVII of 1962'- in the

said Ordinance, after section 39L, inserted as aforesaid, the following new

heading, shall be inserted namelY:-

2C,. Amendmeret of section 41, Ordinance LVII of 1962'-In the

said Ordinance, in section 41,-

(u

(ii)

in sub-section l2l, for the expression "directions'
fls", the . exPression "orders,

guidetines, instructions,
or impose anY condition" shall

be substituted; and

after sub-section (3), the following new sub-section shall
.be inserted, namelY,-

"{a){a) The State Bank may direct any banking company or

class of banking comPanies to-

(i)

(ii) remove any irnPediments
implementation of the Plan
revisions in the recovery Plan; and

to
and

the
make

tg

\,

submit a recovery plan, where applicable on a

group-wide basis, in the form, content and

manner as directed by the State Bank,

outlining the actions designed to n:n the

banking company as a going concern ald
return to business as usual, under such

scenarios as identilied by the banking

company or specifred by the State Bank from

time'to time;



(iii)revise and u@ate its recovery .plan regularly
or in case of any material changes in the
circumstances of the banking company or as
the State Bank deems necessary.

(c) The recovery plan shall not prejudice the powers
conferred on the State Bank to take other measures
provided under this Ordinance.".

21. Amendrnent in section 41A, Ordinance LVII of 1962.- In
the said Ordinance, in section 41A, in sub-section (1), in clause {d), after the
word "remove", the expression ", suspend or debaf shall be inserted.

22. Substitution of section 41C, Ordinance LVII of 1962.-ln the
said Ordinance, for section 4lC, the following shall be substituted, namely:-

"41C. Limitations.- (1) No decision or order under
section 414, section 418, clause (q) of sub-section (2)of section
42, clause (i) and (iv) of sub-section(1) of section 42C, section
42D, and sub-section (1) of section 428 shall be made except
by the Executive Committee.. Provided that an order under
section 41A, section 418, clause (q) of sub-section (2) of section
42 ar,d section 42D shall be made by the Executive Committee
on a report by the standing committee set up by the State Bank
for the purpose. All orders on decisions of the Executive
Committee under ttris sub-section shall be signed by the
Chairman of the Executive Comrrrittee.

(21 Any person or banking company aggrieved by any
decision or order of the Executive Committee under sub-section
(1) may make an appeal to the Board of Directors of the State
Balk whose decision shall be ftnal.

(3) No action taken under sections 41A, 41B, sub-
section (2) or part II-C shall be called in question by or before
arry court, tribunal or other authority.".

23. Amendment in section 41D, Ordinance LVII of 1962.-In the
said Ordinance, in section 41D, after the expression "41h", the expression
"and clause (a) of sub-section (1) of section 42E" shall be inserted.

lq

{b} The banking company shall notify the State Bank
immed.iateiy on any event that may nec€ssitate the
implementation of its recovery plan.



24. Substitution of section 42, Ordinatnce LVII of 1962'-ln the

said Ordinance, for section 42' ttre foliowing shalt be substituted' namely:-

"42. Intervention triggers and pourers of the State Bank'-
(1) The State Bank may exercise any one or more of the powers under

sub-section (2) of this section, if it is satisfied that any of the

circumstances exist under which-

(a) a banking comPany-

(l has engaged any director, chief executive, by

whatever name called' or an ofltcer of a

banking company who is or is likely to be

detrimental to the interest of t]le banking

. cornpany or its depositors or otherwise

undesirable;
(ii) is carrying on its business in a manner

detrimental to the interests of its depositors,
creditors or other stakeholders;

(iii) has contravened any provisions or any

restrictions or conditions imposed on its
license;

(iv) has cohtravened or circumvented any provision

of section 41 or any other provision of this
Ord.inance, or defaulted in complying wi*r any

r€quirement of this Ordinance or of any order,

rule, direction or notification made or condition

imposed thereunder;
(v) in any retum, balance-sheet or other document

or in any information required or furnished by

or under or for the purposes of any provision of
this Ordinance, makes a statement which is
false in any material particular, or omits to
make a material statement;

("r) has failed or is likely to fail to meet capital

adequacy or minimum capital requirements

specified bY the State Bank;
(vii) has failed or is likely to fail to meet the liquidity

requirements as specified by the State Bank;
(viii) has suffered deterioration in its

condition; or
(r*) has engaged or is engaging in any

unsound, imPn:dent or reckless
practices; or

financial

unsafe,
business

,o



(b) any person, being the chairman, director, chief
executive, by whatever name called, or an oflicer of
a banking company:

(i) has breached hduciary duties or engaged in
reckless business practices;

(ii) mismanages the affairs of the banking
company or rnisuses his position for gaining
direct or indirect benelit for himself or any of
his family members;

(iii) contravenes, or attempts to contrav€ne, or
abets the contravention of the provisions of
this Ordinance; or

(iv) has failed to comply with the supervisory
instructions by the State Bank.

(2) Subject to sub-section (i), the State Bank may, keeping in
view the gravity of the situation and compliance behavior of the
banking company, from time to time, exercise any one or more of the
following powers, namely-

(c) require tLe banking company to submit a plan of
action for meeting the capital, or liquidity
requirements and to address any other major
supervisory concerrrs;

(d) require the banking company to meet such capital
and liquidity requirements as may be specihed by the
State Bank for such banking company;

(e) require the banking company to ca-ll a rneeting of its
directors for the purpose of considering any matter
relating to or arising out of the affairs of the banking
company, or require an officer of the banking
company to discuss any such matter with an ofhcer
of the State Bank;

)r

{a} caution or prohibit the banking company against
entering into any particular transaction or class of
transactions;

(b) require the banking company to refrain from taking
such actions as it may speciff in relation to any
matter relating to the business of such banking

' company or to take such action in relation thereto as
the State Bank thinks fit;



(0 require the banking company or Board of Directors of
the banking company to furnish documents of
commitment for compliance with the measures
specified by the State Bank and to secure the
interests of its depositors;

(g) depute one or more of its officers to watch the
prcceedings at any rneeting of the Board of Directors
of the banking company or of any committee or of
arly other body constituted by it; require the ba-nking
company to give an opportunity to the officers so

deputed to be heard at such meetings and also

require such officers to send a report of such
proceedings to the State Bank;

(h) require the Board of Direr:tors of the banking
company or any committee or any other bocly

constituted by it to give in writing to any officer
specihed by the State Bank in this behalf at his usual
address all notices of, and other communications
relating to, any meeting of the Board, committee or
other body constituted bY it;

(i) appoint one or more of its ofTicers to observe the
manner in which the affairs of the banking company
or'of its offrces or branches are being conducted and
make a report thereon;

0) require the barrking company to make such changes
in the management within such time as t1le State
Bank may consider necessary in consequence of the
state of affairs disclosed during or by the inspection;

(k) require such changes in the Board of Directors of the
banking company, as the State Bank may consider
necessary;

(1) suspend from offrce, the chairman or director or chief
executive ofhcer, by whatever name called, or other
ofhcer of the banking company, with effect from such
date and for such period as may be specified by the
State Bank;

(m) lequire the banHng company to convene the general
meeting of the mernLrers for purposes of the adoption
of measures deemed necessary by the State Bank;
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(n) require banking company to limit any discretionary
remuneration to any director, chief executive officer
or other offrcer of the banking company concerned;

{o) require t}re banking company to implement its
recovery plan and report its progress to the State
Bank at such intervals as may be specilied by the
State Bank;

(p) require the divestment of specilied loss-making or
rislgr assets or business lines; or

(q) require the banking company to carry out any capital
reduction and cancel any portfon of shares of the
banking company which is depleted or unrepresented
by available assets; or dilute the participation of the
existing shareholders by issuing new shares or
reduce full or part of the preference shares,
subordinated debt or subordinated Sukuk, by
whatever name called, as issued by the banking
company or convert these instruments into ordinary
shares, as permitted by tl-e terms of such
instruments. Any action under this clause shall have
effect notwithstanding the provisions contain€d in
sections 89 to 97 of the Companies Act, 2Ol7 (XlX of
2O17), sub-section (2) of section 87 of the Securities
Act, 2O15 {III of 2015) or any other law for t}re tirne
being in force.

{3} Where the voting shares of a banking company are to be

acquired for tfre purposes of a recapitalization as an early intervention
measure under this section, the Securities and Exchange Commission
of Pakistan, upon a request by the prospective acquirer and in
consultation with the State Bank, rnay exempt aly such acquisitibn
from section 111 of the Securities Act, 2015, where applicable."

25. lnsertion of new heading and sections, Ordinance LVII of
L962.- In the said Ordinance, after section 42 substituted as aforesaid, the
following new heading and sections shall be inserted namely:-

"Part - IIC
Resolution of Banking Companies

42A. Resolution authority.-Without prejudice to its pow€rs
under this Ordinance and any other iaw for the time being in force,
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the State
companies
0rdinance.

Bank shali be the Resolut ion authority
and institutions specihed under section

of banking
3A. of this

428. Resolution objectives.- The primary objectives of
Resolution shall be contributing to the stability of the financial
system of Pakistan and the protection of the interest of depositors.

42C. Resolution planning.- ( U To give effect to the
Resolution objectives as set out in section 428, th,e State Bank
may-

(il prepare a plan for the orderly Resoiution of a
systemically important bank as specihed by the
State Bank, or any other banking company and
update such pians at regular intervals or at any
other time it deems necessary;

(ii) at regular intervals or at any other time as it rleems

necessary, conduct resolvability assessment of a
systemically important bank or any other banking
company with a view to identify any impediments
for the orderly Resolution of such banking
company;

(iii) direct the tranking company concerned to
demonstrate that there is no impediment to its
resolvability; and may cail any information or
document or assistance from the banking compary
concerned, its sponsors, or any entity with in tlre
group of which the banking-compaly concerned is
a part, within the time, form and manner set out in
the direction; and

(iv) take such steps for the removal of irnpediments
identihed under this section or issue directions to
the banking company concerned, or its -sponsor

shareholders, to take any measures for removal or
mitigation of the effects of impediments within a
time period as specified by the State Bank in
relation to its legal, operational, financia-l and
group structure, including any measures ior the
separation of critical functions from other
functions; intra-group dependencies, products,
assets, rights or liabilities for effective Resolution of
the banking company concerned.
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{3) The Resolution pians shall not in any way prejudice the
powers conferred on the State Bank to take other measures
provided under this OrdinAnce.

(1) has become or is likely to become insolvent;

(ii) has failed to comply with the capital requirement
specihed by the State Bank; and

{a} has no reasonable prospect of becoming
compliant with the relevant requirement within
a reasonable timeframe in the opinion of the
State Bank;

(b) fails to berome adequately capitalized when
required to do so;

(c) fails to submit a capita-t restoration plan
acceptable to the Sta,te Bank within the time
specihed; or

(d) fails to implement a capital reStoration plan to
the satisfaction of the State Bank;

(iii) has suspended or is likely to suspend pa5rments as
these fall due;

(iv) has defaulted or is likely to default in making
payments to depositors;

(v) is part of a group, one or more entities of which, is
under liquidation, or irr respect of which a
custodian, receiver, administrator or liquidator has
been appointed, and the assets and liabilities of
such entity or its links with the banking company
are such that it may impair the ability of the

>5

(21 'fhe banking company concerned and any other person, to
whorn any direction has been issued under this section, shall be
bound to comply with such direction.

42D. Resolution triggers.- (1) The State Bank may, by an
order in writing stating reasons, place a banking cornpany under
Resoiution, if the State Bank is satisfled that one or more of the
circumstances exist under which the banking company,-



banking company to con tinue its operatrons rl1 a
safe and sound manner;

(vii) fails to irnplement any of the rneasures as required
under section 42, including failure to provide a pian
of action or documents of commitment or has
brea.ched requirements under any plan of action or
docurnents of commitment submitted to the State
Bank;

(viii)is othefi^/ise in a situation or circumstance which in
the opinion of the State Bank may materially impair
the ability of the banking company to make
pa)rments, meet its obligations or otherwise
continue its operations; or

(ix) has contravened, circumvented or failed to comply
urith any requirement of this Ordinance in a mailner
that seriously prejudices the financial stability in
Pakistan and the interests of depositors, or has
continued such contravention, circumvention or
failure beyond such period or periods as may be

specified in that behalf by the State Bank from time
to time.

(2) The adoption of aly supervisory action or any early
intervention measures as set out in section 42 or th,e submission of
any report under sub-section (2) of section 4OA shall not be a
precondit-ion [or Resolution.

(3) No order under this section shall be made unless the
Lranking company concerned has been given an opportunity of
making a representalion to the State Bank. Provided that if in the
opinion of the State Bank, any delay would be detrimental to the
achievement of Resolution objectives, the State Bank may, at the
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(vi) is a branch or subsidiar5r of a banking company
whose license to carry on banking business in the
country of its origin has been cancelied or any
Resolution action or insolvency proce eding in the
country of origin does not sufficientiy protect the
financial stability of Pakistan and the interest of
depositors, or the State Bank considers that no
action wiil be taken in respect of a failing banking
company in its country of origin;



time of giving the opportunity aforesaid or at any tjme thereafter

and pending the consideration of the representation a-foresaid, if
any, make an order'under sub-section (l).

(5) Except as otherwise provided in the order made by the
State Bank under sub-section (1) or at any time thereafter in
consultation with the Securities and Exchange Commission of
Pakistan, the trading on securities exchange in shares and debt
instruments of the baking company under Resolution, and
disclosure ald reporting requirements applicable to such a
banking company by virtue of being a listed entity shall remain
suspended:

Provided that provision of this sub-section shall have effect

notwithstanding anything contained in the Companies Act, 2O17

(XIX of 20171, the Securities Act, 2015 (III of 2O15), the Securities
& Exchalge Commission of Pakistan Act, 1997 or any other law for
the time being in force.

42E. Resolution powers.- (1) Where an order is made

under section 42D, ihe State Bank shall have full control over the
affairs of ttre banking company and may exercise one or more of
the following powers, separately or in combination, to achieve its
Resolution objectives:

(a) remove directors or chief executive, by whatever
name ca-lled, or other oflicer of a banking company,
not being lower in rank than a branch manager;

(b) supersede the Board of Directors of the banking
company:

Provided that all powers of the general
meeting of members, the Board of Directors, chief
executive officer, or arly other ofhcer shall be vested
with the State Bank, and the State Bank in this
capacity may require any director or of{icer of the
banking company to carry out any task it specifies;

(c) appoint one or more, oflicials of the State Bank or,
persons meeting its irt and proper test as an

77

(a) An order made under sub-section (1) shall be norified to
tIe banking company concerned and a summary of it shall be

published, as soon as practical, on the State Bank's website with
due regard to the confidentiality requirements-



administrator for management and operation o[ the
banking company under Resolution. All persons

appointed under this clause sha,ll perform their
powers and duties under the instructions issued by,

and be entitled to such remuneration as may be

specifred by, the State Bank;

{d} issue an order of moratorium in respect of a
banking company under section 42F;

(e) carry out reconstruction or amalgamation of the
banking company under section 42G;

(0 reduce or extinguish the interest or rights which the
members, depositors and other creditors have in or
against the banking company, to such extent as the
State Bank considers necessa-{r;

(g) transfer in full or in part the business, assets and
liabilitied of the barrking company to a bridge bank
under section 42H;

(h) cancel a license granted to
under section 27; or

balking comparly

(i) make an application to the High Court for the
winding up of the banking company under section
49.

(21 The State Bank may, while exercising any of the powers
referred to in sub-section (f) or otJrerwise, take one or more of the
following actions-

(a) engage at the expense of the banking company
under Resolution, independent zttorne5rs,
accountants, auditors, valuation experts and
consultants, by whatever name ca-lled, on such
terms and conditions as may be specifred by the
State Bank:

Provided that, to ensure timely and orderly
Resolution, the provisions of any law related to
public procurement of services, for the time being in
force, sha1l not apply to hiring of various sen'ice
providers under this sub-section.
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(b) without prejudice to the generality of clause (a),

direct or ajrange an independent valuation of the
assets and liabilities or shares of the banking
company for the application of sub-section { 1} or, as

the case may be, for the application of sub-section
(7) or for any other purpose as may be deemed

necessar5r by the State Bank:

Provided that-

(i) such a valuation shall be conducted by a
valuator who shall be of good repute and has
international experience in the valuation or
auditing or has affiliations witJl audit or
valuation firms that have such international
experience;

(ii) such a valuation shall be carried out based on
conservative assumptions and in accordance
with the international valuation standards with
due regard to specificities of banking
companies, including regulatory capital
requireinents. Such valuation, if carried out for
the Resolution purposes, shall not assume any
potential future provision of public funding or
tl e State 6ank hnancing under section 17G of
the State Bank of Pakistan Act, 1956 (XXXIII of
1956);

{iii) the State Bank may specify the general
procedures and methodologr, and other terms
and conditions for valuations, having regard to
the purpose of the valuation; and

(iv) if conducting an independent valuation is not
possible for Resolution purposes, including due
to the urgency of Resolution, the State Bank
itself may conduct a provisional valuation; and
exercise any Resolution power based on such
valuation. The State Bank shall as soon as
practicable thereafter cause an independent
valuation to be conducted.

require any person to continue provision of such
services as are necessary for continuity of critical
functions of the banking company under

(c)
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Resolution, or a transferee bank including the

bridge bank, and such service provider shall

continue these services under the terms and

conditions existing prior'to Resolution;

(d) require the banking company under Resolution to

provide necessary services to a transferee bank

including the bridge bank for such time period as

may be sPecified bY the State Bank;

(e) upon a request of transferee bank, transler assets

and liabilities back to the transferring bank, within
a period specilied during the time of transfer or in
case such assets or tiabiiities do not meet the

criteria specifred, during the transfer;

(f) rvithout prejudice to the banking company's right to
terminate cbntracts as l]er the contractual terms,

rescind contracts where the State Bank considers

that the performance of outstanding obligations

would be detrimental to the Resolution objectives:

Provided that without prejudice: to the

provisions of this section on irnancial conLracts, the

counterparties of the banking company concerned

may not terminate, modify, or accelerate the rights
and obligations under a contract so1ely llecause of

an order made untler section 42D or the exercise of

any powers under section 42lf_ by the State Bank; or

(e) temporarily suspend the right of the Lranking

companies' counterparties to early terminate or

modify or accelerate Iinancial contracts, to which

the banking company under Resolution is a party,

where suctr rights arise due to al order made under

section 42D ot due to ttre exercise of any resolution
powers:

Provided. that the suspension period shall not

exceed two business days, and substantive

obligations und.er the contract shall continue to be

performed.

(3) Unless provided othcrwise in this ordinalce, during the

Resolutiop of a ban[ing compa.ny, losses, if any, shall be imposed in

the reverse order o[ the liquidation clairrrs as provided in section 58.
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{4) Unless otherwise, strictly necessa{-y to achieve the
Resolution objectives, the State Bank shali avoid treating a liability
and assets securing such liability separately during the transfer of
assets and liabilities, or transferring part of the rights and liabilities
that are protected under a hnancial contract.

(5) For the application of this section, the State Bank shall
specify the financial contracts.

(6) Subject to subsection (7), the State Bank rnay treat one or
more creditors of the same class differently, if this is necessary to
avoid a contagion in the frnancial system or a destruction of value for
creditors in general, or otherwise, it wor.rld not be possible to

implement the . relevant Resolution action within a reasonable
tirneframe.

l7l A shareholder or creditor of the banking company who, as

a result of the exercise of Resolution po\Ir'ers, recovered less than what
he would have recovered in case of a winding up order under this
Ordinance, may be compensated for the difference, only where the
State Bank determines such difference based on an independent
valuation caused under sub-section (2). Such valuation shall presume
that the banking company concerned would be placed under winding
up immediately before the issuance of an order as per section 42D-
The valuation of assets shall be based on iiquidation values. Any value
created or preserved in the banking company as a result of any public
support or frnancing under section i7G of t1.e State Bank of Pakistan
Act, 1956 (XXXIII of 1956), shall be deducted in the calculation of
difference. Any such compensation shail be paid by the Deposit
Protection Corporation under clause (c) of sub-section (1) of section
22C of the Deposit Protection Corporation Act, 2O16 {XXXVII ol 2016l
or otherwise, from funds obtained under section 42I.

(8) Powers under this section shall not be subject to the
approval or consent of the shareholders, debtors, creditors or any
counterparty of the banking company or that of the bridge bank.

(9) The protection and indemnihcation provided in section 94
shall also appiy to any person appointed, engaged or directed by the
State Bank in pursuance of the powers conferred on it under this
section and section 42H.

(1O) The provisions of this section shall have effect
notu'ithstanding anything to the contrary contained in any other law
or contract for the time being in force.
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42F. Order of moratorium.- (1) Notwithstanding anything

contained in the provisions of this Part or in any other iaw or any

agreement or other instrument, for the time being in force, where an

order is made under sub-section (1) of section 42D, the State Bank

may make an order of moratorium in respect of a banking company'

staying the commencement or continuance of ail actions artd

proceedings against the banking company for a fixed period of time on

such terms and conditions as it deems flrt and proper and may from

time to time extend the period so that the total period of moratorium,

including extension thereof, shall not exceed six months'

(21 Except as otherwise provided by any directions given by

the State Bank in the order under sub-sr:ction (i ) or at any time

thereafter, the banking company shall not during the period of

moratorium make any payment to any depositors, or discharge any

liabilities or obligations to any other creditors.

42G. Powers of State Bank to PrePare scheme of
reconStruction or amalgamation.- ( 1) Where an order is made

under sub section (1) of section 42D, the State Bank may prepare a

scheme-

(i) for the reconstruction of the banking company,

restoring the capital of the banking company to a

level compliant with this Ordinance and suffrcient to

sustain conhdence in the banking company; or

(ii) for the amalgamation of the banking company fully
or in part with any other banking institution (irr this
section referred to as "the transferee banlC)'

(2) The scheme aforesaid may contain provisions for all or

any of ttre fotlowing matters, namely:-

(a) the constitution, name and registered office ' the

capital, assets, powers' rights, interests, authorities
and privileges, the liabilities, duties and obligations'

of the banking company on its reconstruction or' as

the case r,nay be, of the transferee bank;

(b) in the case of arnaigamation of the banking company,

the trarLsfer to the transferee bank of tl're business,

properties, assets and liabilities of the banking
company on such terms and conditions as may be

specihed in the scheme;
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(c) any change in the Board of Directors, or the
appointment of a new Board of Directors, of the
banking company on its reconstruction or, as the
case may be, [of the transferee bank] and the
authority'by whom, the manner in which and tl're
other terrns and conditions on which, such change or
appointment shall be made and in the case of
appointment of a new Board of Directors or of any
director, the period for which such appointment shall
be made;

{e) subject to the provisions of the scheme, the
continuation by or against the banking company on
its reconstruction or, as the case may be, the
tralsferee bank, of any actions or proceedings
pending against the banking company immediately
before the date of the order of m6ratorium or as the

, case may be from the effective date of coming into
force of the scheme;

{0 the cancellation or reduction, in part or whole, of the
interest or rights which the members, depositors and
other creditors have in or against tfre banking
company before its reconstruction or amalgamation
to such extent as the State Bank considers necessary
to recognize the accumulated losses of the banking
company:

Provided that the State Bank may close out
and terminate a derivative contract to determine the
value of interests and rights before a reduction under
this clause.;
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(d) the development of new or alteration of the existing
memorandum and articles of association of the
banking company on its reconstruction or, as the
case may be, of the transferee bank, for the purpose
of altering the capital thereof or for such other
purposes as may be necessary to give effect to the
reconstruction or amalgamation;

(g) the payment to depositors and other creditors in fuil
satisfaction of their claims in cash or otherwise, by
coriverting the claims into shares or debt that meets



the conditions to qualify as regulatory capital, as

specified by Sute Bank-

(1) in respect of their interest or rights in
against the banking company before
reconstruction or amalgamation; or

or
its

(i1) .where their intere st or rights aforesaid in or
against the banking company has or have
been reduced under clause (f), in respect of
such interest or rights as so reduced;

(h) the allotment to the members of the banking
company for shares held by them therein before its
reconstruction or amalgamation, whether their
interest in such shares has been reduced under
clause (f) or not, of shares in the banking company
on its reconstruction or, as the case may be, in the
transferee bank and where any members claim
payment in cash and not allotment of shares, or
where it is not possible to allot shares to any
members, including if a member fails to meet the fit
a-rld proper test of the State Bank, the pa5rment in
cash to those members in full satisfaction of their
claim-

(1) in respect of their interest in shares in the
banking company before its reconstruction or
amalgamation; or

{ir) where such interest has been reduced under
clause (f) in respect of their interest in shares as
so reduced;

(il transfer rights and interests of members in sleares to
such persons on such lerms and conditions and at
such consideration as may be specified in the scheme
in full satisfaction of their claims-

(i) in respect of their interest in shares in the
banking company before its reconstruction or
amalgamation; or
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(ii) where such interest has been reduced under
clause (f) in respect of their interest in shares as
so reduced;

0) cause the banking comp€rny concerned to issue new
shares without offering such shares to the members
of the banking company or issue debt instrurnents
that would meet the conditions to qualify as
regulatory capital as specified by the State Bank, or
amend or alter the maturity of or the amount of
interest payable under such d bt instruments issued
by the banking company befo an order made under

on of the bankingsection 42D on reconstruc
company;

(k) the continuation of the servi s of all the employees
of the banking company, pting such of them
who, not being workmen wr the meaning of the
Industrial Relations Ordinan
are specihcally mentioned
banking company itself on it
the case may be, in the
remuneration and on the sam
of service, which they were
may be, by which they
immediately before aa order
( 1) of section 42D:

, 1969 (XXII of 1969),
the scheme, in the
reconstruction or, as

bank at the same
terms and conditions
tting or, as the case

being governed
e under Jub-section

e said empioyees the
he same terms and

are applicable to

,ay or grant not later
resaid period of three
frployees the same

Provided that the sch
proviSion that-

me shall contain a

(i) the banking company shall pay or grant not later
than the expiry of the of three years from
the date on which the sch e is approved by the
State Bank or sanctioned
as the case may be, to
same remuneration and
conditions of service

Federal Government,

I rank or status of a
lny to be determined

State Bank whose
t shall be hnal;

employees of correspondinq
comparable banking comp!
for this purpose by the
determination in this respec

(ii) the transferee bank shall" i
than the expiry of the afo]
years, to the said er
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remuneration and the same terms and conditions
of service as are applicable 1-o the other employees

of corresponding rank or status of the transferer:

bank subject to the qualifications and experienc':

of the said employees being the same as or

equivalent to those of such other employees of the

trarsferee bank:

Provided further that if in any case 'under

clause (ii) of the frrst proviso any doubt or

difference arises as to whether the qualification
artd experience of any of the said employees are

the same as or equivalent to the qualifications and

experience of the other employees r:f

corresponding rank or status of the transferee

bank, the doubt or difference shali be referred to

the State Bank whose decision thereon shall be

final;

(1) notwithstanding anything contained in clause (k)

where any of the empioyees of the banking company'

not being workman within the meaning ol the

Industrial Relations Ordinalce, 1969, are specificatly

mentioned in the scheme under clause (k), or where

aly employees of the banking company have by

notice in writing given to the banking compaRy or, as

the case may be, the transferee bank, at any tirne

before the expiry of one month next following ttre date

on which the scheme is approved by the State Bank

or sanctioned by the Federal Government, as the case

may be, intimated their intention of not becoming

employees of . the banking company on its
reconstruction or, as the case may be, of 'l.he

tralsferee bank, the payrhent to such employees of

cornpensation, if any, to which they are entitled

under the Industrial Disputes Ordinalce, 1959, and

such pension, gratutty, provident fund and other

retirement benefits ordinarily admissible to them

under the rules or authortzations of the banking

company irnmed.iately before the date of the order of

moratorium;

z6

(m) any other terms and cond-itions for the reconstruct.ion

or amalgamation of the laanking company;



(n) such incidental, consequential and supplemental
matters as are necessaS/ to secure that the
reconstruction or amalgamation shall be fully and
effectively carried out.

(3) Notwithstanding anything contained in clauses (0 and (g)

of sub-section (2), the scheme shall not provide for the reduction
and conversion of the following:

(il protected deposits under the Deposit Protection
Corporation Act,2O16 (XXXVII of 2OL6l;

(ir) any liabilities owed to tax or social security
authorities;

{iii) liabilities in relation to contributions due to the
Deposit Protection Corporation in accordance with
ttre Deposit Protection Corporation Act, 2OLG

(Xxxul of 2Ot6l;

(iv) any liability and obligation to client that arises by
virtue of holding or managing ttre client's assets as

an agent;

(v) liabilities duly secured by hnancial, immovabie or
movable assets;

("i) liabilities owed. to ttre employees of tJ:e banking
company except for the incentive-based
remuneration of the managers of the banking
company;

(vii) liabilities with a remaining maturity of up to seven
(7) days owed to pa5rment, settlement and clearing
systems;

(viii) liabilities to banking companies, excluding banking
companies that are part of the same group, with an
original maturity of less than seven days;

(ix) liabilities to a commercial or trade creditor arising
from the provision to the banking company of goods

or services that are critical to the daiiy functioning of
its operations, including information technolory
services, utilities and rental, servicing and
maintenance of premises; and
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(x) any other claims that the State Bank has

determined that their exclusion, in whole or in part,
is needed pursuant to sub-section (7) of section 42tr- '

(4) A copy of the scheme prepared by the State Bank shall be

sent in draft to the transferee bank and aly other banking
company concemed in the amalgamation, for suggestions a'rd
objections, if a-rry, within such period as the State Bank may

specify for this purpose.

(5) The State Bank may make such modifrcations, if any, in
the draft scheme as it may consider necessar5, in the light of the

suggestions and objections received from the transferee bank, and
any other banking company concerned in the amaigamation'

(6) Subject to sub-section (5), the scheme as approved by the

State Bank shall come into force on such date as the State Bank
may specify in this behalf:

Provided that the scheme, if it involves use of pu blic

funds, shall be placed before the Fecieral Government for its
sanction and the Federal Government may sanction the scheme

without any modifrcations or with such modifications as it, in
consultation with the State Bank al1rl having regard to the

resolution objectives stated in section 428 and such saleguards

regarding the use of public funds as specified in section 421, rnay

consid.er necessar5r; and the scheme as sanctioned by the Fecleral

Government shall come into force on such date as the Ministe;--in-

charge may specify in this behalf:

(7) Upon the coming into operation of the scheme or any

provision thereof, the scheme or such provision shall be binding on

the banking company or, as the case may be, on the transferee

bank and any other banking company concerned in the

amalgamation and also on ali the members, depositors and other
creditors and empioyees of each of those cornpanies and of the

transferee bank, and on any other person having any right or

Iiabiiity in relation to any of those companies or the transferee

bank.

(8) On such date as may be sBecifred by the State Bank or, as

the case may be, the Minister=in-c'harge in this behalf, the

VB

Provid.ed further that different dates may be specihed for

different provisions of the scheme.



properties and assets of the banking company shall, by virtue of
and to the extent provided in the scherne, stand transferred to, and
vest in, and the liabilities of the banking company shall, by virtue
of and to the extent provided in the scheme, stand transferred to,
ald becorne the .liabilities of, the transferee bank. Rights and
interest in the shares of a banking company, by virtue of and to the
extent provided in the scheme, shall stand transferred to, and vest
in, such persons as specified in the scheme:

Provided that the members, depositors and creditors
whose interest and rights remain in the banking company under
Resohition shall have no rights or claims in respect of the assets
and liabilities transferred to the transferee bank.

{9) Where the scheme provided for the reduction of the rights
and interests under clause (f) of sub-section (21, any such interest
in shares shall extinguish and any liability of the banking company
to such depositors and creditors shail be treated as discharged for
all purposes to the extent of such reduction, and these shall not be
provable in any subsequent proceedings in relation to the banking
compalry under Resolution or any transferee bank or in any
subsequent winding up.

(1O) If any diffrculty arises in giving effect to the provisions of
the scheme, the State Balk or, as the case may be, the Federal
Government may by order do anything not inconsistent with such
provisions which appear necessary or expedient for the purpose of
removing the diffrculty.

(1 1) Copies of the scheme sanctioned by the Fedbral
Govemment under proviso of sub-section (6) or of any order made
by the Federal Government under sub-section (1O) shall be laid on
the table of the l.egislature, as soon as may be, after the scheme
has been sanctioned by the Federal Government, or as the case

may be, thq order has been made.

(12) Where the scheme is a scheme for amalgamation of the
banking company, any business acquired by the transferee bank
under the scheme or under any provision thereof shall, after the
coming into operation of the scheme or sr.rch provision, be carried
on by the transferee bank in accordance with the law governing the
transferee bank, subject to such modificatibns in that law or such
exemptions of the transfe ree bank frirm the operation of any
provisions thereof as the Federal Government, on the
recornmendation of the State Bank, may, by notification in the
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official Gazette, make for the purpose of giving full effect to the
scheme:

Provided that no such modilrcation or exemption shall be

made so as to have effect for a period of more than seven years
from the date of the acquisition of such business.

(13) Nothing in this section shall be deemed to prevent the
amalgamation with one or more banking institutions by a single
scheme of several banking companies.

(1a| The provisions of this section and of any Scheme made

under it shall have effect notwithstanding anything to the contrary
contained in any other provisions of this Ordinance or in any other
law or any agreement, award or other instrument for the time being
in force.

( 15) In this section, 'banking institution" and 'banking
compa-n/ mean any bankiog cornpany and includes National Bank
of Pakistan, investment frnance companies, venture capitai
companies, housing finance companies, leasing companies and any
other financial institution covered under section 3A.

42H. Bridge bank- (f) The State Bank may, prior to or
during the Resolution of a banking company, establish a bridge
bank as defrned in clause (da) of sub-section (1) of section 5, and in
exercise of the powers under clamse (g) of sub-seclion(1) of section
428 to:.

(a) tralsfer those of the .assets and iiabilities r:f the
banking compary concerned as deterrnined by the
State Bank for orderly Resolution; and

(b) initiate the process for liquidation of the banking
company concerned.

{2} The value of the liabilities transferred to a bridge bank
sha-ll not exceed the total value of tJre assets transferred from the
banking compa-ny under resolution or funds provided by the
Deposit Protection Corporation under clause (a) of sub-section (1)

of seition 22C ol the Deposit Protection Corporation Act, 2O16
(XXXVII of 2O16), or otherwise, from temporary public funding
obtained under section 42i.

{3} Notwithstanding anlthing cqntained in the Companies
Act, 2Ol7 (XIX of 2ol7l or any other law for the time being in force

lto



regarding the incorporation of cornpanies, issuance of shares or
other instruments of ownership, Memorandurn and Articles of
association of the cornpanies, listing of companies, and payrnent of
any f€es, duties and taxes for these purposes, the bridge bank shall
be incorporated, its share capital issued and allotted, and business
commenced, by the order of the State Bank.

{a} The bridge bank shall be a member of the Deposit
Protection Corporation.

(6) The State Bank may prepare a scheme for the
establishrnent of, transfer of all or part of the assets and liabilities
to, and the management of the bridge bank, and the exit of the
bridge bank from public control and the provisions of section 42G
shall appiy mutatis mutarudis to.such a scheme.

(7) The State Bank may exempt the bridge bank from
compliance with any regulatory and supervisory requirement
including capital requirements, as may be necessar5r, for a period
of up to six months, which can be extended once for up to a further
six months if deemed necessary by the State Bdnk, to facilitate
business of the bridge bank or to maintain the stability of the
hnancial system.

Provided that no State Bank Offrcial can be appointed as
an administrator of the bridge bank..

(9) Within a period of three years from the establishment of a
bridge bank under sub-section (1), the State Bank shali take ali
possibie measures to utilize one of the following options:

(a) merger of the bridge bank with another banking
company;

(b) sale of majority shareholding of the bridge bank to one
or more persons;

4t

(5) The funding for a bridge bank including its capital shall
be secured under section 421 from, and its shares shall be a-llotted
to, the Federal Government.

(8) The State Bank shall appoint a person meeting its fit and
proper test as an administrator to manage the bridge bank and
shall speci$r the responsibilities ald remuneration of such person,
who shall be subject to the instructions issued to him by the State
Bank:



Provided that the State Bank shall be at liberty to delay
utilization of the options provided under this sub-section beyond
the said period of three years where it is satislied that the deiay
would be in the interests of its Resolution objectives, for such
period as it thinks fit, in which instance the State Bank shall
publish on its website the reasons for such extension; so however
the period of each extension shall not exceed. one year;

(10) Where in the opinion of the State Bank, none of the
options given under sub-section (9) is possible, or where no furl.her
extension in term of the bridge bank is warranted, the bridge bank
shali be wound up under section 59 or otherwise under section 49.

42I. Temporary Public Fundiag for Resolution.- (1) Where
an order has been made under section 42D and in the opinion of
the S tate Bank, public funding is required for the orderly
Resolution of the banking company or a bridge bank, the Federal
Government, upon a recomrnendation rtf the State Bank, may
provide temporary financing for-

(a) contributing to the capital of the banking company or
the bridge bank, whether in the form of share capital
to take a controlling interest or debt that meets the
conditions to qualify as regulatory capital as per the
requirements specified by the State Bank;

(b) paying consideration, if any, to acquire shares ol' the
banking company under Resolution;

(c) making of a loan, advance, or financing to the
banking company or the bridge bank;

(d) guaranteeing the assets ald liabilities of the banking
company or the bridge bank;

(e) pa5nng for any cost incurred on Resolution of a
banking cornpany or establishrnent and
operationalization of a bridge bank and any other
cost incidental thereto;

q>

(c) transfer whole or substantial part of the assets and
liabilities of the bridge bank to one or more banking
companies:



(f) Payrng for the compensation, if any, under sub-
section (7) of section 428; or

(g) any other linancing as deemed necessaqr to support
the orderly Resolution:

Provided that, actions referred to in clauses (c) and (d) can
also be taken with respect to the transferee bank in the context
of a scheme of amalgamation prepared under section 42G of this
ordinance.

(21 No hnancing under sub-section (1) shall be provided by
the Federal Government unless the foliowing conditions are rnet:-

(a) the orderly and timely Resolution of the banking
company is necessar5r for maintaining the stability
of the frnancial system;

(b) the amount of funding available from the Deposit
Protection Corporation to finance Resolution, as

permitted under the Deposit Protection Corporation
Act, 2OL6 (XX)ryII of 2016l, or any private sector
funding would be insufficient, is not available
within a reasonable timeframe;

(c) at a minimum, holders of all classes of share capital
or any subordinated debt have absorbed or will
absorb any losses that existed immediately before
an order is made under section 42D; and

(d) the State Bank is of the opinion that tJre banking
company or tJre bridge bank will becorne viable with
the implementation of a restructuring plan to the
satisfaction of the State Bank.

(3) Where the Federal Government becomes an owner of a
controlling interest under sub-section (1), the banking company
under Resolution or the bridge bartk shall be managed on a
commercial and professional basis and shall be subject to
enhalced supervision by the State Bank. The concerned banking
company or, or as the case may be, the bridge bank, shaii develop
a plan to the satisfaction of the State Bank aad the Ministry of
Finance for its exit frorn the public control within a reasonable
tirneframe.
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(a) Any funding provided under sub-section (1), net of
expected recoveries, and any reiated costs, shall be recouped
within a reasonable time frame from the institutions for which the
State Bank is the Resolution authority.

(5) The Fdderal Government may, in consultation with the
State Bank, prescribe rules for provision of the temporary public
funding anC the recoupment of such funds from the institutions ior
which the State Bank is the Resolution authority, arrd procedures
for the utilization of exit options in a fair and transparent marrner
having due regard to the timing, market conditions and
confi dentiality requirements.

26. Amendment of heading, Ordinance LVII of 1962..- In the
said Ordinance, after section 43, in the heading, for the expressic,n 'PART-
IIA", the expression "PART-IID" shall be substituted.

27- Substitution of section 45, Ordinance LVII of 1962.- In the
said Ordinance, for section 45, the following r;hall be substituted, namely-

"45. RestricLion on stay order.- (1) The High Courl- may, on
the application of a banking companv which is temporarily unabie to
meet its obligations, make an order staying for a fixed periorl on such
terms and conditions as it may th,ink frt the commencement or
continuance of all proceedings against the company and may from
time to time extend the period, so that the total period shall not
exceed six months:

Provided that no order of stay shall be granted by the High
Court upon such appliqation of a tranking company unless it is
accompanied by a report of the State Bank showing that in the
.opinion of the Stzite Bank the banking cornpany will be able to pay its
debts if the appiication is granted:

(2i The registrar ofthe concerned High Court shall forward a
copy of every stay oider to the State Bank of Pakistan, made
under sub-section {1) of this Section.

(3) When an appiication is made under sub-section (1), the
High Court may appoint such a special oflicer of the banking company
as recommended by the State Balk, who shail forthwith take into his
custody or under his control all the assets, books, documents, effects
and actionable claims to which the banking company is or appears to
be entitled and shail also exercise such other powers as the High
Court may deem ht to confer on him having regard to the interests of
the depositors of the banking compan)':
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Provided that a special officer appoint€d under this sub-s€ction
shall carry out his functions under the direction and supervision of
the State Bank, which direction and supervision shall be in
accordance with the powers conferred on him by the High Court.

(4) Where the State Bank is satisfied that the affairs of a
banking company in respect of which an order under sub-section (1)

has been made, are being conducted in a manner detrimental to the

stability of the frnancial system in Pakistan or the interests of the

depositors, it may take a decision under section 42D and exercise any
one or more of the Resolution powers provided under section 428 or
make an application to the High Court for the winding up of the
company, and where any such application is made, the High Court
shall not make any order extending the period for which the
commencement or continuance of all actions and proceedings against
the company were stayed under that sub-section.

(5) The special ofhcer appointed by t1-e High Court rlnder
sub-section (3) of this section shall continue to hold office until he is
removed from office, or until the bank resumes business, or until a
liquidator is duly appointed to wind up the business of the bank."

2A. Arlaendment of section 46, Ordinance LVII of 1962.- In the
said Ordinance, in section 46, for sub-section(2), the following shall be

substituted, namely: -

"(21 Notwithstanding anything contained in section 279 of tlne

Companies Act, 2Ol7 (XIX of 2O17), where an application is made in
respect of a compromise or arrangement between a banking company
and its creditors or any class of them or between such company and
its members or zrny class of them before a High Court, the High Court
may direct the State Bank to make an inquiry in relation to the affairs
of the banking company and the conduct of its directors and when
such a diiection is given, the State Bank shall make such inquiry and
submit its report to the High Court.".

29. Omission of section 47, Ordinance LVI[ of 1962.- In the
said Ordinance, section 47 shall be omitted.

30. Amendment of section 49, Ordinance LVII of 1962.- In the
said Ordinance, in Section 49,-

for sub-section (1), the following shall be substituted,
namely-.-

(1)
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"(l) Notwithstanding an1'thing contained in section
279, section 301 and section 428 of the Companies Act,
2017 (XIX ot 2Ol7l, but without prejudice to its powers

under the sub-section {1} of section 45 or the State Bank's
powers under section 42F, th.e High Court shall order the
winding up of a banking company-

(b) if an application for its winding up has been
made by the State Bank under section 45,
this section or section 59.

(i0 sub-section (2) shali be omitted;

(iii) in sub-section (3),-

(a) in clause (a), for sub-clause (iii), the following shall be

substituted; namelY:-

"(iii) has been prohibited from pceiving fnesh deposits
by an order under sub-section (5) of section 26A;
or";

(b) after clause (a), amended as aforesaid, the following
new clause (aa) sha1l tre inserted, namely: -

(c) in clause (b), for sub-clarrse (iii), the following shall be

substituted, namely:-

"(iii) the continuance of the banking company is
prejudicial to the stability of the hnalcial system
in Pakistan or the inlerest of its depositors.";

the,
t984

"163 of the
19841", the

(i") in sub-section (41, for
Companies Ordinance,

Qt"

(a) if the banking conlpany is unable to pay its
debts; or

"(aa) if an order has been made trnder section 42D
and the State Bank has deter'mined that it is
appropriate that the banking company be rvound
up or part of the assets and liabilities cf the
banking company has been transferred to a

transferee balk uncter section 42G or to a bridge
bank under section 42H; ot'';



expression '3O2 of the Companies Act, 2Ol7 (XIX ot
2OL7)" shall be substituted; and

(") in sub section (6),-

(a) for the expression "the Companies Ordinance, 1984
(XLWI of 1984)" the expression "the Companies Act,
2Ol7 (){lX of 2Ol7l" shall be substituted; and

(b) for the full-stop at the end, a colon shall be
substituted, and ttrereafter the following proviso
shall be inserted, narnely: -

"Provided that notification shall be made to
the State Bank of a filing for a winding up or an
order made to that effect in relation to a company
that controls or owns a substantial interest in a
banking company or a subsidiary of a company that
controls a banking company, or of a banking
company. The official liquidator appointed over
such an entity shall be under obligation to avoid
any action that may frustrate the achievement of
the objectives provided under section 42B and shall
be under duty to coordinate with the State Bank in
this respect.".

31. Substitution of section 51, Ordinance LVII of 1962.- In the
said Ordinance, for section 51, the foliowing shail be substituted, namely-

(2) Further, the High Court, on an application made by the
State Bank for appointment of ofhcia-l iiquidator, shall appoint such
person as liquidator as specifred by the State Bank in its application
either to fill a vacanc-y, or to dismiss and replace a liquidator
appointed under subsection ( 1).

hz

"51. State Bank to be official liquidator.- "i1) Notwithstanding
anl,thing contained in section 5O, or in the Companies Act, 2017 (XIX
of 2Ol7l, where the High Court has ordered the winding up of a
banking company under section 49, the State Bank may apply for an
order appointing the State Bank or any individual as the official
liquidator of the banking company in that proceeding, and the High
court shall grant the application for appointing the State Bank or
such person as specified by the State Bank as liquidator. Where a
person speciEed by the State Bank is appointed as liquidator, the
remuneration of such liquidator shall be determined by the State
Bank.



(3) Subject to an order of the High Court, a liquidator

appointed under sub-section (t) or sub-section (2) sha1l carry out its
functions under the direction and supervision of the State Bark'

(4) Further, any liquidator appointed under sub-section (1)

and sub-section (2), shail have the power to transfer the assets and

iiabiiities of the bankinE company to proteci the interest of depositors

or maximize the value for all creditors as a whole.".

g2. Amendment of section 52, Ordinance LVII of 1962'- 1n the

said Ordinance, in section 52,in sub-section (1),--

(i) for the expression "the Compalies Ordinance, 1984

(XLVII of lg84l", the expression "the Compa-nies Act, 2017

(XIX of 2O17)' shall be substituted; and

(i4 for the full stop, occurring at the end, a colon shall be

substituted and thereafter the following new proviso shall
be added, namely:-

"Provided that such a liquidator shall provide any

assistance as the Deposit Protection Corporation may

seek for the reimbursement of protected deposits and its
other claims in a timelY manner.".

33. Ametdment of section 58, Ordinance LVII of 1962'- In the

said Ordinance, in section 58,-

(4 for sub-section (2) and (3), the following shal1 be

substituted, namelY: -

q8

" \21 Subject to sub-section (3), there sha-ll be paid within
the period of ninety days as specified in sub-section (1), in the

first place, to each eligible depositor of the birnking comparty' a

sum r-lp to the amount prescribed by the Deposit Protection

Corporation under section 7 of the Deposit Protection

Corporation Act, 2016 (XXXVII of 2016)or tl-e balance at his

credit whichever is less and any other liabilities owed to the

Deposit ProLection Corporation under sub-sections (1) and {2) of
section 22 of tine Deposit Protection Corporation Act, 2O16

QCoffII of 2o16).

(3i The total amount pzrid to each eligibie depositor
under sub-section (2) shail not exceed the amount prescribed by



the Corporation under section 7 of the Deposit Protection
Corporation Act, 2016 (XXXVII of 2O 16)-

(, where a depositor is maintaining more than
one deposit account with a banking cornpany;
and

(ii) in the case of joint account holders bf a
deposit account.";

(ii) in sub-section {4), after the word "evetf occurring thrice,
the word "eligible" shail be inserted;

"(aa) after payments have been made to depositors in
accordance with clause (a), secondiy, for
pa1rment of Resolution funding support
provided by the Federal Government under
sub-section (1) of section 42I;";

(B) for clauses (b) and (c), the following shall be

substituted, namely: -

"(b) after payments have been made in accordance
with ciause {a) and (aa), thirdly, for payment
on a pro rata basis to every claimant entitled
to preferential payment under section 39O of
the Companies Act, 2OI7 (XlX of 20171 or any
other law for the time being in force;

(c) after payments have been made in full in
accordance with clauses (a), (aa) and (b),

fourthly, for pa;rment on a pro rata basis of
the debts of the general creditors;"; and

(C) after clause (c), substituted as aforesaid, the
foliowing new clauses shall be added, namely:-

"(d) after payments have been made in full in
accordance with ciauses {a), iaa) and (b) and
(c), fifthly, for payment on a pro rata basis of
debts owed to subordinated creditors; and

l.tf

(iii) in sub-section (5),-

(A) after clause {a), the following new clause shall be

inserted, namely: -



(e) after payments ha','e been made in full in
accordance with clauses (a), (aa), (b), {c} and
(d), hnally, for payment on a pro rata basis of
equity to shareholders.";

(iv) in sub-section (6), for the expression "sub-section (1) of
section 3A, leasing companies and modaraba companies",
+-he expression "section 3A and financial institutions as

defined in clause 31 of sub-sect.ion(1) of section 2 of the

Companies Act, 2Ol7 {XIX of 201 7)" shall be substituted;

(") in sub-section ( 1O),-

(a) in clause (a), after the word "depositors",
"and the Deposit Protection Corporation"
added;

the 'uvords
shall be

(b) after clause (b), the follorving new clause shall be

inserted, namely;

"(bb) pa5.,rnents to Federal Government pursuant to
clause (aa) of sub-section (5);";

{c} in clause {c), the word "and" occurring at the end, shall
be omitted;

(d) after clause (d), the following new clauses shall be

added, namely: -

"(e) payments to the subordinated creditors pursuant
to clause (d) of sub-section (5); and

(f) payments to the shareholders pursuant to cLause

(e) of sub-section (5).";

(vi) in sub-section (11), for the fr'rii stop at the end, a r:olon

shall be substituted and thereafter the following new
proviso shall be inserted, namelY:-

"Provided that in the application of clause (e) of
sub-section (10), sub-class€s ci:.n be created based on the
contractual terms cont€mplating pa)rments to be ma'de to

some subordinated creditors after such other ereditors.";
and

(vii) a{ter sub-section (11) amended as aforesaid, the following
new sub-section shal1 be inserted, namely:-
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'(12) The provisions of this section shall also apply
to a banking cornpany under u'inding up that is not a
member of the Deposit Protection Corporation and in its
application to such a banking company, shall have effect

as if the word "eligible" has been omitted from sub-
sections (2), (3) and (a).".

34. Amendnent of section 59, Ordinaace LVII of 1962.- In the
said Ordinance, in section 59, for the expression "203 of the Companies
Ordinance, 1984 (XLVII of 19Ba)", the expression "347 of the Companies Act,
2Ol7 (XIX of 2OL7l" shall be substituted and for the expression "218 and
22O" , the expression "379 and 380" shall be substituted.

35. Amendrnent of section 82D, Ordinance LVII of L962.- In
the said Ordinance, in section 82D, for sub-seclion (2), tl:e following sha,Il be

substituted, nameiy;

" (2) Prior to making a complaint, the complainant shall request
the concerned banking company to redress the complainant's
grievances and if the banking company either fails to respond or
makes a reply which is unsatisfactory to the complainant within a
period of thirty days, the complaina-nt may file a complaint at any time
thereafter within a further period of thirty days:

- 
Provided that the Banking Mohtasib rnay, 7f satisfied t-hat there

were grounds for the delay in frling the complaint, condone the delay
and entertain the complaint.".

36. Am6ndment of section 83, Ordinaace LVII of 1962.- In the
said Ordinance, in section 83,-

(a) in sub-section (1), for the words 'fine not exceeding frve

hundred thousand nrpees" the words "penalty of an amount
as specified in the Fourth Schedule" shall be substituted;

(b) in sub-section (1A), for the words "fine not exceeding ten
million rupees" the words "penalty of an amount as specified
in the Fourth Schedule" shall be substituted;

(c) in sub-section (1C), for the expression "fine not exceeding
five million rupees, and, where the contravention is a
continuing one, with a further hne which may extend to one
hundred thousand rupees for every day during which such
contravention continues", the words "penalty of an amount
as specified in the Fourth Schedule" shall be substituted;

5/



(d) in sub-section (2), for the expression "fine" occurring for first
time, the word "penalt5/, and for the words.,hne which may
extend to one hundred thousand rupees for every day
during which such contravention continues., the words
"penalty of an amount as specihed in the Fourth Scheduie"
shall be substituted;

(e) in sub-section (3), for the expression "fine which may extend
to two hundred thousand rupees in respect of each offence,
and if he persists in such refusai, to further {ine which may
extend to twenty thousand rupees for every day during
which the offence continues", the words ,.penalty of an
amount as specified in the Fourth Scheduie" sha_ll be
substituted;

(f) in sub-section (4), for the expression .clause (a) of sub-
section (6) of section 40", the expression ..sub-section (5) of
section 264.' shall be substituted;

(g) for 
. 
sub-section (5), the foiiowing shall be substituted

namely:-

"(5) If any other provision of this Ordinance is
contravened or circumvented, or if any default is made in
comp\ring with ahy requirement of this Ordinance or of any
order, rule, regulation, instruction, circu1ar, notification,
guideline or direction made or condition imposed
thereunder, every person who is knowingly a party to the
contravention or default or circumvention shall be
punishable with penalty of an amount as specified in the
Fourth Schedule.";

(h) after sub-section (5), substituted as aforesaid, the following
new sub-sections sha-ll be inserted namely:-

"(5A) where any person recklessly or deliberateiy
engages in any unsafe or unsor-rncl practice, circumvention
of supervisory instructions or deliberate breach of frduciary
dut5r causing knowingly a substantial loss to a banking
company or a substantial pecuniary gain or other benefit to
himself or to any other person, by reason of regulatory
violation or circumvention, deviation from or Lrreach of
established banking practices, such person shall be liable
to penalty of an amount as speciherl in the Fourth Schedule.
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(5B) Any person aggrreved by imposition of a penalty
under sub-sections (3), (4), (5) and (5A) may, within thirty
days from the date of intimation of the penalty, prefer art

appeal to such offrcer of the State Bank superior in rank to
the officer by whom the decision appealed against was given

as rnay be authorized in this behalf by the Governor State
Bank and any order passed by such authorised officer after
providing an opportunity of being heard shall be final.

Dxplo,natlon - For the purpose of this section, the term
'knowingly' shall have the same meaning as given under
section 41D.";

(il in sub-section (6),-

(a) for the words "of a sum not exceeding such percentage

as is hve per cent above the bank rate" the expression
"as determined by the State Bank from time to time in
accordance with clause (a) and {b) below" shall be

substituted; and

(b) in clause (b), for the colon at the end, a full stop shall be

substituted arrd thereafter the existing proviso shall be

omitted; and

ti) aftei sub-section (B), the following new sub-section shall be

inserted, namely

"(9! The Central Board of Directors of the State
Bank may, alter or add to, the Fourth Schedule"'.

37. Amendment of section 84, ordinance LVII of L962.- In the
said Ordinance, in section 84, in sub-section (1), for the expression '(1B),
(iC) and (1D)", the expression "(1AA), (18), (1C), (1D) and (2)" sha1l be

substituted.

3a. lnsertion of new section, Ordinance LVII of L962.- In the
said Ordinance, after section 93C, the following new section shall be

inserted, namely -
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'93CA. Co-operation with other authorities.- (1)

Notwithstanding anything contained in any other law for the time
being in force, the State Bank may enter into any agreement or
memorandum of understanding or any reciprocal arrangement with
other central banks, domestic or foreign regulatory, supervisory or
Resolution authority for the purpose of sharing and obtaining pubiic
or non-public confidential information or cooperating and
coordinating actions relevant to the superv-isory and Resolcitiorr
objectives as provided in this Ordinance, subject to such measures
that the State Balk may consider appropriate to protect the
confidentialify of aly non-public information :

Provided that any agreement or memorandum of understanding
or aly reciprocal arrangement, with any foreign regulatory,
supervisory or Resolution authority shall be carried out subject to the
prior approval of the Federal Government.

(21 Subject to sub-section (1), the State Bank may, upon a
request from the foreign Resolution authority, rnake an order that the
effects of a Resoiution measure takerr by a foreign Resolution
authority be fuiiy or partially applicable to the banking company
concerned:

{i) in terms of its objective and anticipated results, the
foreign measure is comparable to the exercise of
Resolution powers under this Ordinalce;

(ii) the reievant foreign
recognition of State
requested; and

authority's laws allow lbr the
Bank's Resolution actions, if

(iii)recognizing a foreign measure would contribute to the
achievement of Resolution objectives under this
Ordinance, or creditors of the bank or branch in
Pakistan would be treated equitably under the foreign
Resolution proceedings, or such recognition would
have no fiscal implications in Pakistal, ,tr not
contravene the public polir:y of Pakistan.".

39. Substitution of section 94, Ordinance LVII of 1962.-- In the
said Ordinance, for section 94, tine following shall be substituted, nanrely:-

5q

Provided that, no subh ord.er shall be made, unless the State
Bank is satisfied that-



"94. Protection of action taken in good faith and
inderrrnity.-(1) No suit, prosecution or other legal proceedings
including for damages shall lie against the F ederal Government, a
Provincial Government, any officer of such Government, the State
Bank, Board of Directors or a member thereof, Governor, Deputy
Governors, member of any Board committee and ofhcers and
emptroyees of the State Bank, ior any act of commission or omission
done in exercise or performance of a,ny functions, power or duty
conferred or imposed by or under this Ordinance upon such persons
or any rules and regr-rlations made ther€under, unless such act of
commission or omission is proven beyond reasonable doubt to have
been done in bad faith and with mala hde intent.

(21 The Governor, Deputy Governors, Directors, members of
any Board committee, offlcers and employees of the State Bank shall
not be liable in their personal capacity for any act of commission or
omission undertaken in their oflicial capacity in good faith. In case of
any such proceedings as mentioned in sub-section (1), they shall be
indemnified by the State Bank which shall bear all the expenses
thereof, unless an act or omission has been subsequently determined
to have been undertaken in bad faith and with mala-hde intent.".

40. Insertion of Fourth Schedule, Ordinance LVII of L962.- In
the said Ordinance, after Third Schedule, the following new Schedule shall
be added, namely:-

*THE FOURTH SCHEDULE
THE BANKING COMPANTES ORDTNANCE, t962

[See Section 25(3], 83I

Limit of Penalty Per day during which
the default continues

2s(3) UptoRs 2OO,OOO/- Upto Rs 1O,O00
83(1) Upto Rs 5,00O,OOO/-
83(1A) Upto Rs 100,O00,O0O/-

Upto Rs 50,000,00O/- Upto Rs 100,000
B3{2) Upto Rs 1,OO0,OOO

Bs(3) Upto Rs 2,OOO,O0O l- Upto Rs 100,000
83(s) Upto Rs 2,00O,000/- Upto Rs 1OO,000

83(sA)
For individual
20,000,000/-

Upto Rs Upto Rs 1,OOO,0O0

For frnancial institution
Upto Rs 2O,0OO,000/-
or Upto 0.570 of total

Upto Rs 1,OOO,OOO",

5'
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assets of such
institution whichever is
higher

STATEMENT OF'OBJE,CTS AND R trASONS

The Banking Companies Ordirrance (BCO), 1962 provides a comprehensive lega[ framework for
the banking industry in Pakistan. [n the wake of dynarnic nature o[ the banking sector, State Bank of
Paklstan (SBP) continuously works to refine and update this important legislation ro align it rvith

intemational standards, best practices, and changing financial landscape.

One of the important areas which gained focus post Crlobat Financia[ Crisis of 2007-08, is

strengthening the resolution reginre for institutions falling under SBP's regulatory regime. Accordingly, in

order to ensure consistency with the international standards aad best practices related to'bank resolution,

amendments are being proposed, which include: designating SBP as a resolution authority for the tanking
companies; setting out resolution objectivesl clearly stating recovery triggers and powers; articulating

resolution triggers along with necessary legal safeguards; enhancing resolution tool kit; providing for
resolution funding; making liquidation process more efficient; cooperation and coordination with other

regulaLors and supervisory authorities on resolution matters; protection oF SBP and its officials fur action

taken in good Faith and their indemnity; and bringing Microfinance Banks (MFBs) under the scope of
BCO's resolution regime.

To providc explicit coverage to the legal fiamework for Islamic tranking business in BCO, t962, a

separate chapter on Istamic banking has been drafted. These [slamic banking related amendments will not

only strengthen the legal framework for lslamic banking but will also be the first step as per the Federal

Shariat Court's directions and wi[[ pave the way towards interest free economy.

Some other amendnrents being proposed will strengthen SBP's regulatory capitat regime, pmmote

financial inclusion, facilitate convenient access to unclaimed deposits and relevant data to the gerEral

public; and make the process of filing complaints with the Banking Mohtasib sirnple and swift.

The Banking Companies Ordinance (Amendment Bilt) 2023 is designed to achieve thb

aforenrentioned purposes.

',.-
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