SECURITIES AND EXCHANGE COMMISSION
OF PAKISTAN

[Tslamabad]

Before Tahir Mahmood, Executive Director (Enforcement)

I the matter of

M/s. Progressive Insurance Company Limited
Review Application under Section 484 of the Companies Ordinance, 1984

Date of Review Application November 13, 2008
Date of Final Hearing April 1, 2009
Present No one appeared on behalf of M/s. Progressive Insurance

Company Limited

Diate of Order April 30, 2009

ORDER

(under Sub-Section (2) of Section 484 of the Companies Ordinance, 1984)

This arder shall dispose of the review application filed against arder dated October 20, 2008
passed by the undersigned whereby a fine aggregating to Rs. 120,000/~ (Rupees one hundred 1wenty
thousand only) was imposed on the Chief Executive and five aother directors of M/s. Progressive
Insurance Company Limited (hereinafter referred to as “the Company™) for making default in
complying with provisions of Sub-section (1) of Section 245 of the Companies Ordinance. 1984 (“the
Oedinanee™),

representative on behalf of the Chief Executive and directors of the Company wherein he requested
for waiver of amount of fine due to financial constraints faced by the Company. The Commission was
requested to review the said Order on the following grounds:-

2 The review petition dated November 13, 2009 was filed by Mr. Ali Sarwar. authorized

i The Company is concentrating to redesign and revamp its organizational structure
and financial reporting system in spite of the fact that it is facing critical financial
crunch and lack of human resource.

il The inability of the Company to hire right persons to right positions due to lack of
financial resources is basic cause of non-compliance and failure to file the financial
statements within due time.

il The failure to file statutory returns is without any deliberate intention and just for the
reasons and circumstances bevond the control of the Company.
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In the review application, the Chief Executive and directors of the Company have not come
| any new issue or new arguments in favour of their plea. All of the arguments repeated in
application have been adequately addressed earlier in the said Order dated October 20, 2008.
snsideration of the matter, it is imperative that applicant must bring out new facts or evidence
sould net be produced at the time of passing of Order. Further, no error or omission has been

out it said Order which could have any significant impact on the Order.

The hearings of the review application were fixed for December 1, 2008, February 24, 2009,
| 1. 2009, March 19, 2009 and April 1, 2009 but neither any of the directors of the Company
ir autharized representative appeared in any of these scheduled hearings.

In view of the forgoing, the undersigned finds no reason 10 review the said Order. Therefore,
wside the review application, the Commission’s Order dated October 20, 2008 is upheld.

{Tahir Mahmood)
Executive Director (Enforcement)

T Floor, NIC Building, hnnah Avenue, Blue Arca, [slamabad
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Before Tuhir Mahmaod, Executive Director { Enfnreenieit)

Fet the meerrer of

Alls, Progressive Insuranee Company Limited

Number and date of show canse notice No. EMDIIST0 12008-269-275 tated June 20, 2008
[ate of hearning September 10. 2008
Present M, Sved Al Sarwar. Authorized Representalive

(Clhiel Ioternal Awditor, Mis, Progressive [nsurance
Company Limited)

Date of Order _ Chetoher 200 2008 =
Order

{under sub-section (3} afzectian 245 of the Ciinpanies Opelinance, [984)

This order shal] dispose of the proceedings mitiated agamst the Chiel Executive and directors of Ms,
Progressive lusurance Company Limited (hereimafter referred to as “the Company ™} for default made in
complying with provisions ol syb-section (1) of seetion 245 of the Companies Ordimance, 1984 (“the

Oirdinance”).

Backeround Facts

The relevant Tacis Tor-disposal of this case, bitelly stated. nre that i pursuance ol ciause (B) ol sub-sachion
(1) of section 243 of the Cirdlinance., the Company was requited to prepare and [ile its accounts for first
quarter ended March 31, 2008 with the Compuission withiy one mianth of close ol the [irst guarter 1.e. on
or before April 30, 2008, The Company failed 1o sulamit its aluresaid accounts within the prescribed time
and did not comply with provisions ol sectivon 245 of the Ordinanee. L ansequently, the Cammission vitke
s fetter dated May 12, 2008 advised the Company 1o clarilv the pesition with regard 1o aloresaid prima
facie default. The Company did not send amy reply 1o the Conimission’s above relerred letter. The fatlure
of the Company 1o comply with (he aloresiil mandators requirement pecessitited aotion agamst the Clied

Executive and directors of the Company is provided under the Ordinanee,

~ Show Cause Notice

2008 under clause (h) of sub-section (1] of section 245 read with
e Chiel Executive and directors ol the Campany. calling
tion (33 of Section 245 of the

Show Cause Motice dated June 20.
action 476 of the Ordinance was issued oo
upcn them to show cause as 10 why the penalty as provided m sub-sec
Ordinance, 1984 may not be impesed upan you for making default
seclion 245 of the Oidinance, The Compan) vide its letter dated Juls 3. 2008 replied that delay has been

"\
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purely dug (o redesighing and revamping of their financial reporting system which necded to be inproved
substantially, The Company further submitied that thev have made many improvements and linancial
ctatements will be submitled right-away: But as per record of the Commission, the said accounts were
received in the Commission as late as on July 23, 2008 which constitutes o delay aof 84 davs beyond the
due date i.e. April 30. 2008 '

Hearing of the Case

i order to provide an opporiunity 1o the Chiel Executive and dweetors of the Company or thei
anthorized representative. of appearng i persan 1o explain the reason for not complying with said
provisions of the Ordinance, the hearing of the case was [aed e July I8 208 before Execulive
Director Enforcement) bul the Company vide its {ax commuinication dated July 24 2008 requested [or

grint of extension in hearing date as neithey the Chief Executive nor any senion officer was available on
Julw 28, 2008,

On the request of the Company. another hearing notice dped July 250 2008 was issted 1o the Cliel

Executive and directors of the Company and learing was re-fised on August 12, 2008, The Company
vide its letter dated July 29. 2008 requested tliar Tearing in the aforesonl malter may be conducted in
warachi instead of lslamabad. Acceding 1o the request ol the Compans. a notice for hearing dated Augnst
26, 2008 was issued to the Cliel Executive and directors of the Company, advisimg them to appedl i
person or through e autharized representative for hearimg ol the snid case at the Commission §
puthern Regional Office, Karachion August 13, 3008 before Baecutive Directar Enforecment).

During the aforesmid hearnng. it owas informad by Mro Ssed Al Sarsar Chiel Internal Auditar of the
Company (antherized representative of the Chief Executive of the Campany ) that hewas represeniing on
behalf of the Board ol Directors of the Company andl assired W subnit requisite power of atlomey in s
hehalf Later, the Company vide its lettes dated Avgust 20 2003 infarmed that power ol atlorney could
iat be submitied-as some members of the Board of [ireetors were vut of station akl one diveclor was
admitted to hospital. Therefore. the Compiiny requested 1o submit the said power ol allamey in the nest

lhearing,

In view of the Company’s request vide letter dated Avgast Z0: 2008, the Tinal hearing in the sulject
matter was re-fixed for September 0. 2005, During the proceedings of final hearing. Mr. Syed Al
Sarwar. aullhorized representative submitied the requisite pover
Executive and all directors except Mr. Manzoor 11 Tiltani. e Sarswar informed tat he eould not get the
altorney signed by Mr. Jilani as the siidl director was extremely il and was adimitted to hospital in eritical

conditjon:

Subnrission of the Company and §1s IHreclors

I respense to the show cause patice dated June 20, 2008, the-Lompainy vide i1s leuer dated July 3, 2008

replied that:-

o delay hay beeir pureh dige 1o eaie redestgmig ond pevenipHg pie finpeerre sl oo Systemn witicd)
needed o be improved substantially.
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In the hearing held on August 13, 2008, Mr. Sarwar, authorized representative of the Company in his
written submission attributed the delay  filing of subject accounts 1o critical financial erunch faced by
the Company, He further contended that the Company could not hire suitable professionals due to limited
resources which is the main reason far failure to [le the subject accounts within due time: 1t was also
informed that structural reforms are underway in the Company. He admitted that the Company has made
default in complying with provisions of section 245 of the Ordinance. However, he prayed that a tenient
view ntay please be taken inthis matier, assuring that full compliance will be made im future.

During the hearing held on September 10, 2008, Mr Al Sarwar, authorized representative reiterated tha
subject accounts couhd not be filed within due time because of [raneial crunch being faced by the
Company. He admitted that the Company has made default in complying with provisions of section 245
of the Ordinance in respect of Nling of subject accounts with the Commussion

Consideration of the Submissions

One of the reasons advanced by the Company lor delay in filing of the saidd accounts is redesigning and
revamping of its financial reporting system which needed to be improved substantially. It is a common
praclice that redesigning of existing fnancial reporting system 15 caried oul as a pilot projest through
parallel phase implementation on trial run basis so that ongeing business aclivities amd stalutory
requirements of an organization may not be hampered due to intraduction of new or modilied system. The
Company should have not dismantled the existing finaneial reporting sysiem allogether belore the
successful implementation of redesignedirevamped system. Moreover, the backup data could have been
used for preparation of accounts during the transition from old to new reporting system. Therefore, the
redesigning and revamping of financial reporting system couid nol be considered as a cogent reason fol
delay in filing of accounts.

accounts within due

Limited resources could nat be considered ns a valid reason Tor not filing the subject
1o hire

time as the Company must fullill its stalulory obligations Similarly, the failure of the Comparty
the right professional can not justify the delay in the filing of accounts if the Company has proper syslem
in place to meet its statutory obligations. Further, the Company can hot exanerale itsell from its statutory
obligations due te that reason that structural relormsare underway. i the Company,

Conelusion

hal submissions of the respondents and lound

| have given due consideration 1o the written asw ell as ver
ssion of quarterly accounts for the first

that the arpuments advanced by them da not justify late-submi
quarter ended March 31, 2008, As stated above, reasons ike limited financial resources, failure in hiring
of right professionals and structural reforms could not be considered as justificaticn for delay of 84 days
beyond the due date in filing of the said accounts to the Commission. Moreover, being a listed company,
M/s. Progressive Insurance Company Limited are expected 1o exhibit more responsible and compliant

corporate behaviour, The Company should have met the dendline for complyving with statutory ebligation

of filing the said accounts by April 30. 2008 in spite of staled reasons
Order
e delaull under clange () of sub=section () of section 245 of the

wed and the Chiel Executive and directors of the Company have
b-section (3} of section 245 of the Ordinimee. As the directors-are

[nn view of the foregoing conclusion.
Companies Ordinance, 1984 is estallisl
imade themselves liable for fine under su

rsection 2405 0 4 vipanios dndinanee. 1988
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suppased to be well aware of their fegal obligations in connection with aforesaid statutory reguirement
and consequences of the said default, therefore, it could be legitimately infered that the defaull was
committed knowingly and willfully. The accounts for quarter ended March 31, 2008 were required to be
filed by April 30, 2008 but the default of the Company continued for 84 davs: Mowever, keeping in view
the financial crunch being faced by the Company, a lenient view is bemg taken and mstead of imposing a
maximum fine of Rs. 100,000/~ on each director of the Company and o further fine of Rs. 1,000/ for
every day during which default continued. I, in exercise of powers conferred on me under section 245(3)
read with section 476 of the Qrdinance. impose a fine of only Rs. 20,000/~ each (Rupees twenty thousand
only) on the Chief Executive and directors of the Company {except Mr. Manzoor Hussain Jifani who has
been exempted from fine being in critieal condition in hospital), as detailed helow:-

| = ]
S No, MName Fine {1s,)
! -

l. _I Mr. Khalid Mehmoad, Chief Execulive o 20,000
2. Mr Rashid Munir Alimed, Director 200D
& M Syed Saleem Ahmed, Eirecto | 20,000
& Mr. Wagar Ahmed, Director 20,000
3! Mr. Nasit Munir Ahimed, Directo o 20,000
- Mr. Moeed Asghar Kidwai, Director 0,000

Total o 120,000}

The Chief Executive and all other directors of M/s. Progressive Insurance Company Limited except Mr.
Manzoor Hussain Tilani. are hereby directed 1o deposit the aforesaid fines ageregating to Rs. 120,000/-
{Rupees cue hundred twenty thousand only) in the designated bank account maintained in the name of
Securities and Exchange Commission of Pakistan with MCB Bank Limited within thirty (30) days from
the receipt of this Order and furnish receipted vouchers issued in the name of Commission for information
and record, failing which proceedings under the Land Revenue Act, 1967 shall be initiated wiich may
resull in the attachment and sale of mevable and immovable property, 1 may please be noted that the sand
fines are hmposed on the Chiel Execulive and other directors in their personal capacity and they are
required to pay the said amounts feon their personal resources

A - nu'\
U
{Tahir Malomood)
Executive Duwector {Enforcement)

Announced
October 20, 2008
Islamabaztl,

Wi rogressive Instrance Cnmpiny Linted Fae 4 00f 8 Utiter gmader section T45 of Campanies Clrhitance, 1984
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