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SECP Before Amina Aziz - Director
L the matter of
Mundia Textile Mills iPrivate) Limited
sJumber and date of nobice N, CSDYARN/437/2016-845-48 dated September 5, 206
Drate of hearing: November 7, 2016
Present Mr. Tarig Shakoor — Authorized Representative

ORDLER
UNDER SECTION 254 READ WITH SECTION 259 AND 476 OF TILE COMPANIES ORDINANCE, 1984

This order shall dispose of the procecdings initiated against Mr. Tarig Shakoor, M/s
fHorizon Consultants appointed by Mundia Textile Mills (Private) Limited (the “Company ") as its
statutory auditor, through show cause notice (ECH T dated September 5, 2016 under the
provisions of Section 254 read with Section 259 and 476 of the Companies Ordinance 1984 (the

“Chrdinance &

i Brief facts of the case are that review of the audited fmancial statements of the Company
fior the period ended Jun W, 2003 (e ~Acvouuits 20137 the auditor report on accounts dated
Octaber 7, 2013 FormeA filed dated October 31, 2013 and 2014, and consent letters of auditor
veveal that the Company appointed M/s Horizon Consultants, as statutory auditors (the “muditors”)

lur the period ended June 30, 2013 and 2014, respectively,

Section 234 (1) of the Ordinance require that in the case of & private company having paid up
capital of three million rupees or more, & person <hall not be qualified for appointment as an
auditor unless he is a Chartered Accountant within the meamng of the Chartered Accountants
Ordinance, 1961 (X of 1961}, The Company is a private limited company having a paid up capital
of [4s. 83335 million, and was required to appoint a Chartered Accountant as its statutory auditor.
FHowever Mr. Tarig Shakeor, Horizon Consultant submitted his consent to act as statutory auditor
and subsequently issued his audit repart on the Accounts 2013, while neither Mr, Tariq Shakoor,
wae a Chartered Accountant nor his firm s registered with Institute af Chartered Accountants of

Pakistan (ICAP).

% Conseguently, an SCN was issued 10 the dicectors of the Company for contravention of
mandatary provision of Section 254 (1) of the Ordinance, and a hearing opportunity was extended
oin November 7, 2016, Mr. Tariq Shakoor, the authorized representative of the respondgnts
appeared and submitivd,
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A The Company’s has no operations and is a closely held company:
k. The directors were not fully cogmzant of this legal requirement, who appointed a non-
chartered accountant in view of the imited operations of the Company: and

¢ The autherized representative admutted the delault and mquestud for a lenent view,

4 Hefore proceeding further, it is necessary to advert (e the following relevant provisions of
Ordinance:
Section 234 (1] of the Ordinanee reguires that,

LA persoet shall o Be gradifted foe apeelniment as an it -

0 dm phe case of @ gl comgraay ar private company s by sebsedieer of a peblic company - and

£l i the cuse of g private company having putd up capital of theee million ripeey or more unlesy he is

@ Uhartered Accomntoott within tho mpaviimg of theChiartersed Accanntunes Ordinanee, 1961 (X of

Jasd,

Section 239 of the Ordinance provides:

I defagdt ds made by a company i complying aeith any of the provistons of sechions 252 to 254 or 256
to 258, te company and every officer of the company who s Kneweingly and willfully a party to the
dufanlt shall be punishable il fire which may extend do fifty tiousand rupees and in the case of
cutiniiing defagdt fe o furtiter fine whech sy, extend o two thousand rupees for every day after the

firad duerineg afetedt Mae letaadt condanis”

In terms of the Commission's notification SRO 1003 (112015 dated October 15, 2015, the POWErs 1o
adjudicate cases under section 259 have been delegaled w the Director (Corporate Supervision

Drepartment),

o, [ have analvzed the facts of the case, relevant provisions of the Ordinance, arguments put
tarth by the representative during the hearing and observed that the directors of the Company
have completely ignored the mandatory requirements of law with regard Lo the eligibility criteria
during the process of appoimtment of statutory auditor, The law envisages that beyond certain
threshold of paid up capital the aundit of account of a4 company must be undertaken by the
gualified and trained chartered accountants. The directors were required 1o ensune that auditor is
appeinted having necessary qualilication as prescribed 1 section 254 (1) (ii] of the Ordinance, For
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the toregeing reasons, | am of the firm opinion that provisions of Section 254 (1) of the Ordinance
have been violated and the respondents are liable for the fine as prescribed by this Section,
However, keeping in view the fact that the Company has no operations and that the director have
admitted therr default, 1in exercise of the powers conferred by the aforesaid provision of the
Ordinance, impose a fine of Rs, 20,000/~ (Rupees Twenty thousand only] in aggregate on the
tollowing ng-n_‘.-p:‘nnn.‘]v-ntﬁ. for contravening the provision of Secton 254 of the Ordinance. The

respondents are directed to depesit the fine in the following manner:

Amount in
Name ol Respondents

Rupees

l. Hap Abdul Sattar 5,000
2 SMuhammad ldrees 3,000
KR Mohammad Akhtar S0
4 Muhammad Yousul 3,000
5. Mr Al Ghazi Mitza 3,000
Total 20,000

[he respondents are further directed under section 473 of the Ordinance, to immediately appoint

thee mesw anditors meeting the qualification criteria prescribed.

The atoresatd fines must be deposited in the designated bank account maintained with MCB Bank
Limited in the name of the “Securities and Exchinge Commpssion of Pakistun” within thirty days from
the receipt of this order and furnish receipted bank vouchers to the Commission, In case of non-
deposit of fine, proceedings for recoviery of the fines as arrears of land revenue will be initiated
under Section 428 of Securities and Exchange Commission of Pakistan Act, 1997, It may also be
noted that the said fines are imposed on the respondents in their personal capacity; therefore, they

are required o pay the said amount from personal resources

Aghina Azie
Lirectar (Corporate Supervision Department)

Amtcnnced:
Novembee 10, 2016
Fstirmaled
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