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15th July, 2020 
 
 
 
Dr. Hafeez Shaikh, 
Advisor to the PM on Finance 
Islamabad 
 
 
 
 
 
 
Changes in Company Law 
 
The Pakistan Business Council (PBC) is surprised at the rapid frequency and the knee-jerk and piecemeal 
manner in which company law is being changed. The Companies (Second Amendment) Ordinance 2020 issued 
on 7th July 2020 followed closely on the heels of Companies (Amendment) Ordinance 2020 signed barely two 
months earlier and reversed most of the changes made therein! The PBC, Pakistan’s leading business 
advocacy body, composed of the most significant local and MNC investors was not consulted in the reversal. 
We support reforms in the company law and have engaged closely with the SECP Policy Board and the SECP 
through proposals and discussions. A considered and comprehensive change will restore confidence of the 
corporate sector and help provide a level playing field with unincorporated entities. It should also remove 
sections that have no place in company law, which are also unnecessarily intrusive and make it difficult to do 
business. It is surprising to note that the cabinet ministers leading the Pakistan Modernization of Regulations 
Initiative (PMRI) failed to avail this opportunity to make it easier for the corporate sector to do business. 
  
Notwithstanding the aforementioned, we welcome the restoration of Section 181 (protection of non-executive 
and independent directors) and the return of powers to courts on company amalgamation through Section 
282. In respect of security clearance of foreign shareholders and directors through Section 461, we would 
have recommended that the clearance be deemed by default if it did not materialize within a reasonable but 
specified period. This would provide foreign investors and directors a timeline to count on and plan. 
  
Our major concern is the restoration of Section 452 requiring declaration of all shareholdings, no matter how 
small (and irrelevant) in foreign companies. We have previously provided detailed reasons why we strongly 
believe that this has no place in company law and should be removed in its entirety. For the record we repeat 
as follows: 
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1) NO GLOBAL PRECEDENCE: There is no global precedence of the use of Companies Law to unearth 

interests in entities, local or foreign, other than those that could lead to potential conflict of 
interest.  Section 452 was never intended to cover conflicts as Section 208 regulates this. 

  
2) THE COMPANIES ACT HAS BEEN SUPERSEDED BY FADRA WHICH ASSURES TOTAL CONFIDENTALITY: 

The Foreign Assets Declaration and Repatriation Act 2018 (FADRA) has superseded the Companies Act 
2017, as also all previous laws, with respect to confidentiality. Hence the purpose of discovering 
shareholding by Pakistanis in companies abroad is now served through FADRA.  Section 452 of the 
Companies Act is therefore superfluous. 

  
3) OECD CONVENTION: Pakistan is a signatory to the OECD Convention on exchange of information on 

overseas interests. This is the channel used by administrations across the world to unearth assets held 
abroad. 

  
4) NO BENEFIT TO INVESTORS: The information contained in the declarations is not shared with 

shareholders in the annual or other reports. Therefore, no corporate governance or investor interest is 
served by Section 452. 

  
5) SECP MERELY A POST OFFICE: Under Section 452 the SECP was (and is) merely a post office for the FBR. 

It neither has (nor claims), any expertise to verify or add value to the information obtained from the 
declarations. SECP’s time and effort would be better spent on more value-adding functions. 

  
6) SECTION 452 DECLARATIONS ARE NOT CONFIDENTIAL: Whilst tax laws of Pakistan assure a high level 

of confidentiality, under Section 462 of the Companies Act 2017, anyone upon payment of a small fee can 
obtain copies of declarations filed under Section 452. Why should confidentiality assured by tax laws be 
breached by Company Law? 

  
7) SECP HAS NO REMIT IN TAXATION AND EXCHANGE CONTROL: Tax and exchange control laws should 

be strengthened to obtain information on foreign shareholdings. Neither of these subjects are (nor should 
be) in the remit of Company Law or the SECP. Section 452 is therefore an unnecessary duplication and an 
intrusion into the privacy of the corporate sector. 

  
8) SECTION 452 DISCRIMATES AGAINST PRINCIPAL SHAREHOLDERS AND OFFICERS OF THE 

CORPORATE SECTOR: No non-tax or non-exchange control requirement requires anyone other than the 
corporate sector to declare shareholdings in foreign companies or for that matter any assets 
abroad. Why should the corporate sector be discriminated against? 

  
As a matter of principle, the PBC believes that tax and exchange control laws and conventions should be used 
to discover overseas interests, instead of misusing the Companies Act to encumber investors and officers 
associated with generally well-regulated and tax-compliant corporates in the formal sector with further 
reporting responsibilities. Incorporation promotes formalization of the economy. Provisions such as Section 
452 discourage businesses to come out of the informal and unincorporated sector. They also make it more 
difficult to do business. Discriminating against the corporate sector cannot (and should not) be the objective 
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of law. Jobs, exports and tax revenues are generated predominantly by the corporate sector, which PBC 
strongly believes deserves more trust, support and empowerment.  
 
Yours sincerely, 
 
 
 
 
 
Ehsan Malik 
 
cc:  Mr. Razak Dawood, Advisor to the PM on Commerce and Investment 
 Mr. Asad Umar, Federal Minister for Planning, Development and Special Initiatives 
 Dr. Ishrat Husain, Advisor to the PM on Institutional Reforms and Austerity 
 Mr. Hammad Azhar, Federal Minister for Industries and Production 
 Mr. Aamir Khan, Chairman, SECP 
 Syed Masoud Naqvi, Chairman, SECP Policy Board 
 Mr. Muhammad Azam Khan, Principal Secretary, PM’s Secretariat 

Mr. Farooq Hamid Naek, Chairman, Senate Standing Committee, Finance, Revenue and Economic 
Affairs 
Mr. Faiz Ullah, Chairman, National Assembly Standing Committee, Finance, Revenue and Economic 
Affairs 


