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Enforcement and Monitoring Division
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Before Rashid Sadiqg, Executive Director
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Number and date of notice EM D/233/550/2002
August 27, 2002
Date of hearing September 23, 2002
Present Mr. Muhammead Amin Hashmi
Advocate
Order

This is a cae of viodion of the provigons of Section 246 of the
Companies Ordinance, 1984 (the “Ordinance’), which requires the preparation
and tranamission of quarterly accounts by listed companies

2. Through SRO No.764 (I) 2001 dated November 05, 2001, the lised
companies wee required to prepae and trangmit to its membas dock
exchanges, Regidgrar ad the Commisson ther quately accounts within one
month of the doe of rdevat quater of thar year of accounts Accordingly,
M/S Wdi QOil Mills Limited, a liged company (the “Company”) was required to
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prepare and tranamit its quarterly accounts for the period ended March 31, 2002
by Apil 30, 2002 to its membeas dock exchanges Regidra and the
Commisson. The falure of the Compay to comply with the dforesad
reguirement necessitated action in terms of the aforesad provisons of law.

3. Consquently, a notice daed Augus 27, 2002 was issued to the
Compary, its directors and Chief Executive to show cause in writing as to why
fine as provided in Sub-section (2) of Section 246 of the Ordinance may not be
imposed. The Company responded the aforesad show cause notice vide its
letter dated September 20, 2002. In order to provide an opportunity of hearing,
the cae was fixed on September 23, 2002 on which dae Mr. Muhammed
Amin Hasmi, advocate gopered on behdf of the Compay, its Chid
Executive and directors.

4. In the written submissons as wdl a & the time of heaing, Mr. Hashmi
contended that quarterly accounts could not be prepared due to dday in
findizetion of hdf-yearly accounts for the period ended December 31, 2001,
which wes caused due to temination of Chigf Accountant and corruption of
daa lying in his Computer. It was futher daed tha it was not the
repongdhility of the Chief Executive o directors to prepae and drculae
“Quately Accounts’ though they have to goprove such accounts before their
dreuldion, but it is the job of the “Chief Accountat” under Sub-section (7) of
Sxction 230 of the Ordinance to prepare and drculae these accounts Thus, the
Chief Exeautive and diretors may not be hdd regponsble for any dleged
default or omisson that cen only be atributed to the Chief Accountant. It was
futher agued that the provisons of Sub-section (2) of Section 246 of the
Ordinance provides tha the pendty could be impossd only in cae the
contravention to comply with any providons of Section 246 of the Ordinance
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hes been done “knowingly and willfully.” As there was no mala-fide motive
bad intetions or aimind intetions on the pat of the Chig Executive or any
Director, the omisson was nat willfu. He requeted for a lenient view of the
default and assured timely compliance of this requirement in future.

5. After caefully conddeing the agumetts advanced by the Company's
Counsd and examindion of the rdevat providons of the Ordinance | have
come to the conduson that the contentions of the Company do not cary any

merit for the fallowing ressons

) The prepaaion of quately accounts and hdf yealy accounts ae
two sgpaae requirements of lav and, therefore, cannot be
intermixed. The quartely accounts do not require much time as
these ae unaudited accounts and could be promptly drculated
soon dter the dose of the rdevat quate. It is the duty of
directors to timdy prepae the hdf yealy and quarterly accounts
wdl in time to ensure ther drouldion with in presribed time
The dday in prepaaion of hdf yealy accounts therefore is not
a vdid resson for ddaying the subssquent quartely accounts and
IS not acceptable.

i) As regards to the corruption of accounting data, it is the duty of
the directors to ensure tha proper backup of the daa is
mantaned 0 that thee is no dday in compilaion, presentation
and trangmisson of inteim accounts in the event of aty mishap.
The Commisson hes dso advised dl the lidged compenies vide
Circular No4 daed Mach 24, 2000 that they should keep the
back up files of dl data 0 as to ensure that it can be rerieved in
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cax of any bresk down of computer software. |, therefore, do not
find any merit in the argument advanced by the Company.

i)  The temingion of the Chief Accountat is dso not a judifidde
reeson for ddaying the quately accounts A liged company is
expected to mantan proper books of accounts so that anua and
interim accounts ae prepared within presaribed  time  limit. 1t s
the regponghility of the directors to hae in place a sound sysem
to ensre compliance of lav even in the awsence of Chid
Acoountant.

iv)  About the ocontetion that Chief Accountant is regpongble for
prepadion of quately accounts | am of the view tha the
providons of Sub-section (2) of Section 246 of the Ordinance cadt
a duty on the Company and its evaery officr for compliance with
the Ordas / directions of the Commisson. The lav makes the
officar's induding directors regponsble  for  prepardtion  of
accounts.  The  dtimate regponghility, therefore, lies on  the
directors who could be hdd lidble to punisment in case of non
compliance. It gopears tha the directors ae trying to hift the
burden of default on the Chigf Accountant of the Company who is
mady an employee ad is odinaily obliged to act upon the
indructions of the drectors If the Chif Accountant has d<0
authorized or permitted the default, he coud dso be hdd lisble
for punishmet. The directors however, canot exgpe ther
obligation for ddlay in preparation and drculation of accounts.

V) It hes been agued thet the default was not willfu. A defadt is
conddered willfu  when under ordinary drcumdances, a person
commiting the defaut could have refraned from it and when a
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pason fals to comply with the legd provisons knowingy which
he is required to do but follows a diffeeent course of action is
conddeed & willful  defait. The requiremet of quately
accounts was intimated to dl the lided companies. Moreover, this
requirement was dso published through press rdesses in dl mgor
daly newspgpers and was dso avaldble on the Commisson's
webgte This reguirement was a0 widdy discused in the
busness ad legd drdes The Chief Executive and directors were
duty-bound to timdy prepare and drculae the quarterly accounts
to the dhaeddas Fom the dove drcumdances it can
legitimatdy be infared tha the dealt was committed
intentiondlly and ddiberady. Moreover, the directors have not
been die to prove tha the default was not intentiond and
ddiberate

6. In view of the dove and dter caeful congderation of the drcumdances
of this cass | am convinced that the Chigf Executive and the directors have
avoided complying with the requirements of law intetiondly and ddiberady.
They have, thaefore made themsdves lidble for fine as provided under Sub-
stion (2) of Section 246 of the Ordinance As the Company has now
submitted its quarterly accounts for the period ended Mach 31, 2002 &s
promissd a the time of heaing and have dso provided assurance for timdy
compliance of this requirement in future, therdfore teking a lenient view of the
default and indeed of imposng maximum fine of Rs1000 for esch day of
default on dl the regpongble officers, | impose a fine of Rs 25000 (Rupees
twenty five thoussnd only) only on Chief Executive of the Company. As this is
the fird ddfault of the Company in trangmitting of the quately accounts the
other directors of the Company are only reprimanded to be careful in future,
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7. The Chid Execuive namdy Mr. Muhammed Bashir is hereby directed
to depogt the fine amounting to Rs25000 (Rupess twenty five thousand only)
in the desgnaed bank account mantaned in the name of Secwrities and
Exchange Commission of Pakigan with Hebib Bank Limited within thity days
from the dae of this Order and furnish recapted chdlen to the Securities and
Exchange Commission of Pakigtan.

Rashid Sadiq
EXecutive Director (Enforcement & Monitoring)
Announced
December 26, 2002
IS AMABAD
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