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Chairman’s Secretariat

3.1 	 Operational Structure

3.1.1 	 Structure

The Chairman’s Secretariat (CS) coordinates the overall functioning of the Commission and liaises with external entities, including 
Government agencies and multilateral and international organizations. In addition, it supervises the internal audit and monitoring 
functions within the Commission and is responsible for the management of donor-funded projects. The CS comprises the following 
Wings: 	

•	 Internal	
•	 External

3.1.2	 Management Team

During the course of the year, the CS was headed by two Directors, namely, Mr. Abbas Kizilbash and Ms. Jaweria Ather who oversaw, 
respectively, the Internal and External Wings. Both were CAs by profession. They were assisted by various professionals in the CS 
for internal audit, monitoring and compliance, external communication and project execution.

3.2	 Internal Audit

The Internal Audit Unit is housed in the Internal Wing of the CS and serves as an independent appraisal function to examine and 
evaluate the functions and activities of the Commission as well as to assure management of the adequacy of controls and adherence 
thereto. It advises the management on the relationship and balance between risk and control and assists in achieving the following 
objectives:

i.	 resources are being used effectively and efficiently;
ii.	 safeguarding of assets;
iii.	 assessing the reliability and accuracy of management information; and
iv.	 compliance with policies, procedures and regulations of the Commission.

Ms. Jaweria Ather (right), Director with officers of the CS
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During the year under review, the Internal Audit Unit prepared an Internal Audit Manual and an Internal Audit Charter, which are in 
the process of being approved. Focused assignments conducted during the year included:

i.	 review of payroll processing, petty cash management, revenue collection, travel, procurement and administration functions;
ii.	 carrying out the audit of Gratuity Fund and Pension Fund for the Commission’s employees;
iii.	 conducting the pre-audit of all payment vouchers at the head office; 
iv.	 analyzing the control environment at Company Registration Offices (CROs) in Karachi, Peshawar, Sukkur, Multan and Islamabad; 

and
v.	 review of the efficacy of monthly Management Information System (MIS) reports and annual accounts of the Commission.

3.3	 Monitoring and Compliance

The Monitoring and Compliance Unit, within the Internal Wing, continued to ensure expeditious resolution of investors’ complaints 
received at the Commission through regular follow-up. As in the previous year, the complaints received during the year showed a declining 
trend. This reflects improved discipline in the corporate and financial sectors due to varying reforms implemented by the Commission.

Table 1 below shows that altogether 414 complaints, appeals and petitions were received by the CS during the year. These, combined 
with the forty-one complaints etc. brought forward from last year, were appropriately processed and as many as 416 complaints, appeals
and petitions were disposed off. Only thirty-nine complaints, appeals and petitions remained outstanding at the end of the year.

	S. No.	 Receipts	 Brought Forward	 Received	 Total	 Disposed Off	 Outstanding

	1	 Complaints	 23	 349	 372	 346	 26	

2	 Petitions	 11	 9	 20	 19	 1	

3	 Appeals	 7	 56	 63	 51	 12		

Total	 41	 414	 455	 416	 39

A synopsis of the complaints lodged and resolved during the year is given in Table 2 below.

Table 2 - Detail of Complaints	

S. No.	 Nature of Complaints	 Brought 	 Received	 Total	 Disposed 	 Outstanding			
Forward			 Off		

Issue of duplicate shares under Section		
 1	 75 of the Companies Ordinance	 -	 2	 2	 2	 -	

2	 Transfer of shares under �Section 76	 -	 66	 66	 60	 6		 of the Companies Ordinance	

3	 Verification of transfer deeds	 -	 6	 6	 6	 -	

4	 Payment of dividend under Section 251	 -	 44	 44	 44	 -		 of the Companies Ordinance	

5	 Non-receipt of annual and half-yearly 	 -	 12	 12	 12	 -		accounts	

6	 Complaints against brokers	 21	 49	 70	 60	 10	

7	 Miscellaneous	 2	 170	 172	 162	 10		

Total	 23	 349	 372	 346	 26

Table 1 - Disposal of Complaints, Petitions and Appeals (July 2003 - June 2004)
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The on-line link established via the Commission’s website for electronically lodging complaints was frequently visited by investors as 
well as the general public. Through this link, the CS received 227 complaints and queries regarding various issues. These were forwarded 
to and disposed off by the relevant Divisions of the Commission.

3.4	 Media and Publications

During the year under review, external communication remained a key activity of the CS through the Media and Publications Unit 
within the External Wing. It proactively liaised with the media on issues of key importance. While the media continued to be supportive 
of the Commission’s initiatives, positive criticism provided feedback on practical difficulties faced by the stakeholders. A key area of 
focus during the year was the on-going work on demutualization of stock exchanges and the introduction of Margin Financing Rules, 
2004 as a step towards the phasing out of Badla financing. A number of articles were written on these topics; the CS played its role 
in providing regular input so as to deter speculation and maintain a clear perspective of the market in the media. Moreover, handouts 
of developments in the Divisions and press briefings arranged with the Chairman of the Commission remained a regular feature of 
its activities.

The Media and Publications Unit prepared and issued a newsletter every quarter, encapsulating the Commission’s activities and 
achievements throughout the year. The various issues of the newsletter can be accessed through the Commission’s website. Other 
publications of the Commission included Manual on Corporate Governance, Directors and Secretaries Guide and Guide on Accounts 
and Accounting Reference Dates.

3.5	 International Liaison

The International Liaison Unit in the External Wing is primarily responsible for coordinating with multilateral and international 
organizations as well as executing the donor-funded projects and assignments of the Commission. During the year under review, the 
CS liaised with the representative bodies of securities regulators and pension supervisors, namely, IOSCO and the International Network 
of Pension Regulators and Supervisors (INPRS). Moreover, it successfully extended the project on corporate governance with the 
assistance of United Nations Development Program (UNDP) and progressed further on the on-going projects of the Asian Development 
Bank (ADB) and the World Bank to sustain the reform process in the financial sector. A new research-based assignment for corporatization 
of SMEs was also started during the year with the assistance of the World Bank.

3.5.1	 Financial Markets and Governance Program

The Financial (non-bank) Markets and Governance Program (FMGP) is an integrated assistance package of three loans and two political 
risk guarantee facilities from the ADB to the Government of Pakistan. It primarily seeks to support the development of Pakistan’s non-
banking financial market through reform, capacity building and international private sector participation.

The main objectives of the FMGP are to:

i.	 strengthen market soundness, stability and investor confidence through improved governance, transparency and risk management;
ii.	 improve availability of and access to financial instruments for savings and investment and related services; and
iii.	 improve market efficiency and attractiveness to issuers and investors, including institutional and foreign investors.

Under the FMGP, the Commission is the executing agency for one of the Technical Assistance (TA) loans to strengthen regulation, 
enforcement and governance of non-banking financial markets. The TA mainly involves a consultancy assignment focusing on operations
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of a wide array of financial intermediaries, i.e. stock exchanges, NBFCs and insurance companies. Specifically, the consultancy assignment 
will include a detailed review of legal and regulatory framework and address key issues of the capital market, such as insider trading, 
development of new products, risk management and electronic transaction systems for stock exchanges. Capacity building of the 
Commission and other market participants will also form a major part of the consultancy assignment. The outputs of the consultancy 
assignment shall focus on the following four components:

i.	 upgrading of the legal and regulatory framework;
ii.	 support for development of NBFIs and capital market, including restructuring of stock exchanges;
iii.	 capacity building of the Commission, with particular attention to its enlarged mandate for regulation and supervision of capital 

market, NBFIs, insurance, and pensions; and
iv.	 establishment of sustainable mechanisms for skills development and training.

During the year under review, evaluation of short-listed consulting firms to undertake the assignment under the TA was concluded. 
A Consultant Selection Committee, comprising of two members of the Commission and one member each from the Ministry of Finance 
and the Economic Affairs Division of the Government of Pakistan, was formed for the purpose. After detailed examination of technical 
proposals submitted by the short listed firms, International Securities Consultancy Limited emerged as the first-ranked firm. The firm 
was advised to submit its financial proposal and contract negotiations were successfully conducted in the presence of ADB representatives 
from Philippines. The consultancy assignment subsequently commenced in August 2004.

3.5.2	 Project on Corporate Governance

The project to develop and implement good corporate governance practices and establish a sound regulatory framework for the 
corporate sector in Pakistan was started in August 2002 with the technical and financial assistance of UNDP. Upon its conclusion in 
July 2003, it was considered imperative to extend the same to sustain the efforts undertaken during the one-year period. The primary 
objectives of the extended project, which commenced in early 2004, are to improve transparency and accountability in the corporate 
sector and enhance capacity of the Commission. Various activities have been identified to achieve these objectives, ranging from 
research studies and stakeholder awareness programs to establishing a Corporate Governance Cell at the Commission. Details of these 
activities are as follows.

i.	 Institute of Corporate Governance
A feasibility study to establish an Institute of Corporate Governance in Pakistan was completed during the year. Based on its 
recommendations, the Commission took the lead in promoting the Institute and invited stakeholders from various sectors to join as 
founding members of the Institute. In this regard, meetings with the stakeholders were held to discuss and finalize the concept of 
the Institute and its scope of activities. It was decided that the Institute would be called the Pakistan Institute of Corporate Governance 
and would be set up as a company limited by guarantee under Section 42 of the Companies Ordinance. Founding members would 
be drawn from a balanced representation of public and private sectors and subsequent membership would be open to individuals 
as well as corporates. The Institute is expected to be the primary body involved in awareness and training on corporate governance 
in the country and will serve to create an enabling environment for effective implementation of the Code of Corporate Governance.

ii.	 Formulation of Corporate Scorecard
In realization of the role that institutional investors play in the corporate governance system, the Commission took the initiative to 
formulate a corporate scorecard which shall assist not only domestic but also foreign investors in evaluating corporate governance 
practices within companies.
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The scorecard proposes to provide a balanced view of the state of a company by including perspectives of key stakeholders, including 
investors, customers, employees, management, directors and shareholders. An in-house study, focusing on the following main areas, 
was in progress at the close of the year to devise and implement the scorecard:	

a.	 identification of variables and benchmarks;	
b.	 design and analysis;	
c.	 assessment of potential threats and barriers to implementation; and	
d.	 development of an implementation strategy.

iii.	 Stakeholder Awareness
A seminar titled “Corporate Governance beyond Listed Companies” was held in Islamabad on 6 May 2004. The Federal Minister for 
Finance and Economic Affairs, Mr. Shaukat Aziz was the chief guest at the occasion. The seminar aimed at encouraging dialogue 
amongst unlisted and public sector entities for promoting good governance practices. It was attended by representatives of unlisted 
companies, state-owned enterprises (SOEs), Government agencies and multilateral organizations.

In order to encourage dialogue on corporate governance and corporate social responsibility (CSR), a conference on “Corporate 
Governance in Pakistan: Regulation, Supervision and Performance” was held in Lahore on 29-30 May 2004 in association with the 
Lahore University of Management Sciences (LUMS). This was the first-ever conference on corporate governance in Pakistan, which 
aimed at bringing to the forefront stimulating discussion on and promotion of various aspects related to corporate governance and 
CSR in the country. Presenting a regional aspect of corporate governance, Dr. Philip Pillai, Director, Monetary Authority of Singapore 
shared Singapore’s corporate governance experience with the audience.

In order to improve corporate governance practices in the country, the Commission prepared a Manual on Corporate Governance. 
The Manual explains the responsibilities of management, directors and auditors of listed companies in achieving compliance with 
good governance practices. Furthermore, the brief series on corporate governance was resumed to deliberate on key issues in the 
corporate governance regime. Various issues of the brief series, focusing on different aspects of corporate governance, are available 
on the website of the Commission.

iv.	 Capacity Building of the Commission
A Corporate Governance Cell was established at the Commission to augment its capacity. The Cell is responsible for undertaking 
research and awareness assignments on corporate governance to enable the Commission to gauge emerging trends and developments 
and refine corporate governance practices in Pakistan.

The project also aims to enhance the Commission’s capacity and improve the understanding of key governance issues by its officials. 
In this regard, an officer of the Commission participated in the Annual International Conference of the Institute of Internal Auditors, 
held in Australia from 20 to 23 June 2004.

3.5.3	 �Anti-money Laundering 

The Anti-money Laundering (AML) Cell was established at the Commission under the World Bank’s TA for banking sector reforms. 
The Cell oversees the implementation of AML activities, which include:

i.	 creating awareness among stakeholders on the need for an AML framework;
ii.	 reviewing and harmonizing existing laws/regulations for ensuring better documentation and reporting of transactions; and
iii.	 strengthening the capacity of the Commission to enable it to play a more proactive role in curbing money laundering activities 

and ensuring authentic capital flows within the financial system.
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A draft AML legislation, which will provide the legal framework for concerted AML efforts in Pakistan, is under consideration by the 
Parliament and is yet to be promulgated. Till such time that the AML law is promulgated, it is imperative that necessary efforts are 
undertaken at all levels to preempt and prevent money laundering and financial fraud. The Commission is at the forefront of such 
efforts and carries out a number of essential measures in order to adhere to international standards on AML. Notable achievements 
during the year under review were as follows:

i.	 In line with the Commission’s strategy for strengthening the AML regime, necessary directions were issued in January 2004 to 
NBFCs and modarabas as part of the Prudential Regulations for prevention/detection of money laundering and financial fraud 
activities. In this regard, recommendations formulated by the AML Cell regarding use of a proper account opening form and 
restriction on payments or receipts exceeding Rs. 50,000 in cash were included in the Prudential Regulations for NBFCs and 
modarabas. 

ii.	 To provide a forum for policy guidance on the proposed AML initiatives and facilitate a participative approach in developing 
an effective AML regulatory framework, the Commission led the way in establishing a Consultative Group on Money Laundering. 
The Group includes representatives of SBP, NBFCs, stock exchanges, banking sector and private sector. It is chaired by the 
Chairman of the Commission. The first meeting of the Group was held in October 2003, in which the recent achievements of 
SBP and the Commission in minimizing money laundering activities were discussed. Moreover, various international obligations 
imposed by the United Nations’ resolutions, Asia/Pacific Group (APG) on Money Laundering and IOSCO were highlighted. It 
was agreed that an assessment of compliance with international obligations and best practices should be carried out to ascertain 
the gaps in regulatory and legal framework.

iii.	 A standardized account opening form for purchase of certificates of musharaka was introduced during the year by MAP at the 
behest of the Commission to follow the recommendations on know-your-customer (KYC).

iv.	 The AML Cell arranged two seminars on “Countering Money Laundering” and “Developing AML Measures” in Lahore and 
Karachi, respectively. The participants consisted of senior representatives of the capital and financial markets. The seminars 	
successfully highlighted the need for countering money laundering and initiated dialogue on the imminent tools to do so.

v.	 The United Kingdom (UK) Charity Commission, responsible for overseeing the operation of non-profit organizations in the 
UK, visited the Commission and discussed various issues regarding the regulation of non-government organizations. They also 
held detailed discussions on AML and Countering the Financing of Terrorism (CFT).

vi.	 The AML Cell continued to issue brief series on current and critical issues in money laundering with the aim to create awareness 
on the subject matter. So far, three issues of the brief series have been circulated and are also available on the website of the 
Commission.

vii.	 A lecture on financial crimes and money laundering by a representative of the United Nations Office on Drugs and Crime 
(UNODC) was arranged by the AML Cell for officers of the Commission. Furthermore, certain officers of the Commission 
attended a one-day seminar on “The International Response to Corruption and Money Laundering” organized by UNODC. The 	
seminar highlighted national and international concerns on money laundering by various enforcement agencies in Pakistan.

viii.	 Officers of the Commission attended a number of seminars and conferences in the realm of AML/CFT. This interaction at the 
international level provided an opportunity to the officers to share their views and ideas with their counterparts and 	
learn from their experiences in improving AML/CFT framework in Pakistan. Significant events are noted below:	
a.	 Sixth Annual Conference of APG held in Macau, China in September 2003. The focus of the Conference was primarily 

on implementation of AML legislation and training needs of countries.	
b.	 Training on AML at the USA Office of the Controller of the Currency in September 2003.	
c.	 Conference on financial fraud and crime organized by the Commercial Crime Bureau in the UK in October 2003. The 

event focused on various issues, including financial fraud, international trade and money laundering, cyber crime, 
fraudsters’ perspective to fraud, bankers’ perspective to money laundering and methods on conducting investigation.
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3.5.4	  Corporatization of SMEs

The SMEs play an effective role in alleviating poverty and expanding the economic base in any country. The promotion of SMEs is of 
paramount importance to the Commission in line with its vision for development of the corporate sector in Pakistan. 

In this context, a short-term research study on evaluation and simplification of company registration laws and procedures for 
corporatization of SMEs commenced during the year. The study, which is being administered by the Commission, is funded by the 
World Bank under its Institutional Development Fund grant to the Ministry of Industries and Production. The Terms of Reference 
(ToR) of the assignment were prepared by the Commission and duly approved by the Ministry and the World Bank.

The objective of the study is to evaluate laws and procedures governing corporatization of SMEs and develop a comprehensive policy 
framework to encourage SMEs to enter into the corporate arena. Once the research work is completed, the consultant will design 
and implement a promotional workshop, primarily to create awareness amongst SMEs regarding the benefits of corporatization. The 
assignment focuses on the following deliverables:

i.	 designing a comprehensive and proactive strategy to collect pertinent information on SMEs;
ii.	 review of legal and regulatory framework for corporatization of SMEs by studying the impact of existing laws, rules, regulations 	

and procedures governing company registration, post registration formalities as well as de-corporatization;
iii.	 development of a policy framework for corporatization of SMEs, which includes defining a system for improving the 	

outreach and dissemination of services by the Commission to encourage corporatization of SMEs; and
iv.	 designing and initiating a promotional strategy for corporatization of SMEs.

The research portion of the project is expected to be completed shortly and workshop for SMEs and other stakeholders will be held 
soon thereafter.

3.5.5 	 Financial Sector Assessment Program

The FSAP is a joint program run by the IMF and the World Bank since 1999. It helps to identify financial system strengths and 
vulnerabilities in a jurisdiction and to reduce the potential for crisis.

During the year under review, joint Mission of IMF and the World Bank visited the Commission. The focus of the Mission was to assist 
the Government of Pakistan in identifying strengths and systemic vulnerabilities of the financial sector and to identify priority measures 
for improving the operation and oversight of the system. In carrying out its assessment, the Mission met relevant authorities, including 
officials of the Commission and representatives of the private sector. It drew upon the self-assessments conducted by the authorities

Officers of the CS engaged in a meeting
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and analyzed relevant statutes and regulations as well as responses to the FSAP questionnaires that had been filled in and submitted 
prior to the Mission’s arrival.

The assessment report of the Mission was under compilation at the close of the year. The Mission did, however, submit a draft report 
wherein it had carried out detailed assessments of the Commission’s compliance with IOSCO’s thirty principles of securities regulation 
as well as the operations and oversight of NBFC and insurance sectors. Of the thirty principles, the Mission observed that Pakistan 
has implemented eleven principles and partially implemented seventeen principles. Only two of IOSCO’s thirty principles of securities 
regulation have not been implemented. The Mission also made pertinent observations in the regulation of NBFCs and insurance 
companies and gave detailed recommendations in this regard. The Commission reviewed the recommendations and has initiated 
reforms to remove deficiencies in the regulation of the financial sector.

3.6	 Annual Plan

The CS plans to undertake the following activities during the coming year:

i.	 to develop and implement a risk-based internal audit approach;
ii.	 to identify common areas of concern in complaints received at the Commission and develop standardized procedures for their 

effective and timely disposal;
iii.	 to launch an investor education and protection program;
iv.	 to enter into MoUs, bilaterally as well as multilaterally, with counterpart regulatory authorities;
v.	 to launch support programs in collaboration with international and multilateral organizations targeted at priority reform 

measures; and
vi.	 to promote socially responsible practices and investments in the corporate sector in Pakistan.
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