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ORDER TO | SSUE NOTI CE UNDER SECTI ON 472 OF THE COMPANI ES
ORDI NANCE, 1984 IN THE MATTER OF PAK LAND CEMENT LTD.,

A conpl aint was received from Karachi Stock Exchange
(KSE) on 13-09-1999 intimating that about 8 mllion shares,
in case of Ms. Pak Land Cenent Ltd., are not being
transferred by the conpany in the names of banafi de buyers
of these shares. It was further stated that the Honourable
Hi gh Court of Sindh vide its short order dated 14-12-1998
and detailed order dated 6-3-1999 had ordered the conpany
to transfer these shares but even then transfer of shares
has not been effected in books of the conpany. It was
further stated that an extra ordinary general neeting of
t he conpany has been proposed to be held on 24'" Septenber,
1999 in which election of directors will take place. The
KSE prayed that they delay in effecting the transfer of
shares was intentional and malafide on the part of the
managenment of the conpany with the purpose of depriving
substanti al sharehol ders of their legitimte right to vote

in the said election or directors on 24-09-1999.

2. Comments of the conpany on the conplaint of the KSE
were called M. Sham m Mushtaq Siddiqui, directors of the
conpany, vide his letter dated 14-09-1999, explained that
after the Hon’ ble Hi gh Court of Sindh ordered on 6-3-1999
to effect transfer of there shares, the conpany proceeded

to inplement the orders of the Court and advised the



conpl ai nants to provi de necessary docunentary evidence to
establish their banafide before shares could be transferred
in their names. He further stated that the conpany actively
pursued the matter but in the nmean tinme, one of the owners
of shares, filed an appeal in the Hon ble Hi gh Court of
Si ndh on which the Hon  ble Hi gh Court of Sindh granted
interim injunction which restrained the conmpany from

transferring these shares.

3. The copy of order of Hon ble Hi gh Court of Sindh
presented by Ms. Pak Land Cenent Ltd., in this regard,

indicates that the order granting Interim Injunction was
passed by the Hon ble H gh Court of Sindh on 20-08-1999.

The conpany in its letter has not explained in detail, as
to what steps were taken by it during the period from 6-3-
1999 to 20-8-1999 to inplenent the order of Hon’ ble High
Court of Sindh dated 6-3-1999 and what were the constraints
during this period which prevented the conpany from
transferring the shares within the tinme prescribed by
Section 74(1) of the Conpanies Ordinance, 1984. At this
stage | am not aware of the circunstances which even in the
presence of order of Hon ble H gh Court of Sindh dated 6-3-
1999 conpell ed the conpany to once again ask the claimants
to justify their banafide. Section 76(2) ibid, explains the
general spirit of law for smooth transfer of shares and
says that transfer of shares may be effected even if
transfer deed is |lost, destroyed or nutilated and for this
conpany may demand fromthe claimnt indemity if it think
fit. The intention of |law precisely is that there should be
no hindrance in transferring the shares in the names of

banafi de hol ders. Section 78 ibid requires a company to

send notice of refusal wthin 30 days indicting the reasons



of such refusal and violation of these provisions of |aw
attract penal action against a conpany. Wiile this issue
will be separately dealt with, this order is confined to
the matter of allegedly depriving the sharehol ders of their
right to vote in the forthcom ng election of directors by

del ayi ng transfer of shares.

4. It is a fundanmental right of a sharehol der to contest
el ection of directors hinself or to exercise his right of
vote for electing a director of his choice. If election of
directors is hel d on t he pr oposed dat e i.e.
24" September, 1999, holders of 8 million shares in dispute
will be deprived of this right. The injunction granted by
the Hon’ ble Hi gh Court of Sindh is interimand it may be
vacated or confirmed in the next hearing. The only purpose
of the proposed extra-ordinary general neeting is to hold
el ection of directors. The present directors are retiring
on 26-09-1999. The proviso to Section 177 of the Conpanies
Ordi nance, 1984 explains that in case of any inpedinent,
present directors may continue even after expiry of their
term This proviso to Section 177 of the Conpanies
Ordi nance, 1984 is re-produced as under: -

Provi sion to Section 177: -

Provided that the directors so retiring shal
continue to perform their functions until that the

successors are elected: -

Provi ded further that the directors so continuing to
performtheir functions shall take imediate steps to

hold the election of directors and in case of any



i npedi nent report the circunstances of the case to
the registrar within fifteen days of the expiry of

the termlaid down in section 180.

5. The |egal position explained in the above quoted
proviso is that where sonme directors retire on a particul ar
date but their successors are not elected due to any
i npedi nent, the retiring directors will continue to perform
their duties. There is no conpelling requirement of lawto
necessarily hold elections at this stage in which
substantial shareholders nmay not participate due to
di spute. In view of this position, it will be justified if
the conpany is directed to cancel extra-ordinary genera
meet i ng schedul ed on 24!" Septenber, 1999 and defer it till
the confirmation or vacation of the interim injunction
granted by the Hon'ble Hi gh Court of Sindh and hold
el ection of directors thereafter. A notice, accordingly, is
being issued to the conpany under section 472 of the
Conpani es Ordinance, 1984 directing it to cancel the
proposed neeting and postpone election of directors
schedul ed on 24-09-1999 till decision of the Hon’ ble High
Court on the interiminjunction, if injunction is vacated
to effect transfer of shares in the nanme of |awful owners
of the shares and then follow afresh the procedure
prescri bed for holding election of directors. The conpany
will keep the Conm ssion infornmed about the devel opnent on
each hearing of the appeal pending in the Hon ble Hi gh
Court of Sindh, Karachi.
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