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Pakistan

1 .  W h at are th e k ey l aw s and reg ul ations th at 
g ov ern m erg ers and ac q uisitions in your 
j urisdic tion?

M erg ers and acq uisitions in Pak istan are p rim arily 
g ov erned by the following  laws:

1 .  The Com p anies Ordinance,  1 9 8 4  
( “ Com p anies Ordinance” )

2 .  The Com p etition Act,  2 0 1 0  ( “ Com p etition 
Act” )

3 .  The Com p etition ( M erg er Control)  
R eg ulations,  2 0 0 7  ( “ M erg er R eg ulations” )

4 .  L isted Com p anies ( S ubstantial Acq uisition 
of V oting  S hares and Tak e- ov ers)  Ordinance 
2 0 0 2  ( “ Tak eov er Ordinance” )  

5 .  L isted Com p anies ( S ubstantial Acq uisition 
of V oting  S hares and Tak eov ers)  R eg ulations 
2 0 0 8  ( “ Tak eov er R eg ulations” )

2 .  W h at are th e g ov ernm ent reg ul ators and 
ag enc ies th at p l ay k ey rol es in m erg ers and 
ac q uisitions?

The m aj or reg ulators of m erg ers and acq uisition in 
Pak istan are the:

1 .  The Com p etition Com m ission of Pak istan 
( “ Com p etition Com m ission” )

2 .  The S ecurities and E x chang e Com m ission of 
Pak istan ( “ S E CP” )

3 .  S tate B ank  of Pak istan ( “ S B P” )

3 .  A re h ostil e b ids p erm itted?  If  so,  are th ey 
c om m on in your j urisdic tion?

Yes, however they are relatively uncommon.

4 .  W h at l aw s m ay restric t or reg ul ate 
c ertain tak eov ers and m erg ers,  if  any?  
( F or ex am p l e,  anti- m onop ol y or national  
sec urity l eg isl ation) .

Competition Act
The Com p etition Act p rov ides that where an 
undertak ing  intends to acq uire shares or assets of 
another undertak ing  or two or m ore undertak ing s 
intend to m erg e the whole or p art of their business 
and m eet the p rem erg er thresholds p rescribed in 
the M erg er R eg ulations,  the concerned undertak ing  
m ust seek  a clearance from  the Com p etition 
Com m ission.

Takeover Ordinance and Takeovers Regulations 
The Tak eov er Ordinance and Tak eov er R eg ulations 
contain detailed p rov isions in relation to acq uisition 
of shares of a listed com p any.  W here an acq uirer 
intends to acq uire m ore than 2 5  p er cent of v oting  
shares or control of the listed undertak ing  the 
acq uirer is com p ulsorily req uired by the Tak eov er 
Ordinance to m ak e a p ublic announcem ent of offer 
to acq uire at least 5 0 %  of the rem aining  v oting  
shares of the com p any.  A few typ es of transactions 
are ex em p t from  m ak ing  a p ublic offer.  F or 
instance,  acq uisition of shares throug h a schem e of 
arrang em ent or ex ercise of an op tion by a bank  or a 
financial institution does not require the acquirer to 
m ak e a p ublic offer.

RIAALAW
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Companies Ordinance
S chem es of arrang em ents for m erg ers or dem erg ers 
are dealt with under sections 2 8 4  to 2 8 7  of the 
Com p anies Ordinance,  1 9 8 4 .  These p rov isions 
inter alia allow one or m ore com p anies to enter in to 
a com p rom ise or arrang em ent with its m em bers or 
creditors in resp ect of a m erg er or dem erg er of the 
concerned com p anies.  U nder the relev ant sections,  
a com p any inv olv ed in a business com bination 
has to file a petition with the High Court for an 
order to hold an ex traordinary g eneral m eeting  
( E OG M )  where shareholders ap p rov e the business 
com bination.  Once the shareholders hav e ap p rov ed 
the com bination,  the com p any m ust p etition the 
court for its ap p rov al on the schem e of arrang em ent,  
which lays out the p articulars of the com bination 
including  issues of p rop erty,  liabilities and debts of 
the com p anies,  share swap s,  the continuation of any 
leg al p roceeding s,  and dissolution,  without winding  
up ,  of one or m ore of the concerned entities

S ection 1 9 6  of the Com p anies Ordinance p rov ides 
that the directors of a p ublic com p any,  or of a 
subsidiary of a p ublic com p any,  shall not,  ex cep t 
with the consent of the shareholders in a g eneral 
meeting, either specifically or by way of an 
authorisation,  sell,  lease or otherwise disp ose of the 
undertakings or a sizeable part thereof (unless the 
m ain business of the com p any com p rises of such 
selling  or leasing ) .

5 .  W h at doc um entation is req uired to 
im p l em ent th ese transac tions?

Competition Act
I f the transaction relates to an acq uisition of shares 
or assets,  such transaction would be im p lem ented 
by way of ag reem ents or instrum ents.  W herev er 
such acq uisition or m erg er m eets the p rem erg er 
thresholds p rescribed in the M erg er R eg ulations 
the concerned undertak ing s are req uired to subm it 
a p re- m erg er ap p lication to the Com p etition 
Com m ission.  S uch ap p lication is to be in the form  
p rescribed in the S chedule to the M erg er R eg ulation 
and is to be sup p orted by the following  sup p orting  
docum ents:

1 .  W ritten p roof of the rep resentativ e‘ s 
authority to act on the ap p licant( s) ‘  behalf ( if 
ap p licable) ;

2. Copies of the final or most recent version 
of all docum ents bring ing  about the m erg er,  
whether by ag reem ent between the m erg er 
p arties,  acq uisition of a controlling  interest or 
a p ublic bid;

3 .  I n the case of a p ublic bid,  a cop y of the offer 
docum ent;  if it is unav ailable at the tim e of 
notification, it should be submitted as soon as 
p ossible and not later than when it is p osted to 
shareholders;  

4 .  Cop ies of the m ost recent annual rep ort and 
accounts ( or eq uiv alent for unincorp orated 
bodies)  for all the m erg er p arties ;  

5 .  Cop ies of all analyses,  rep orts,  studies,  
surv eys,  and any com p arable docum ents 
p rep ared by or for any m em ber( s)  of the 
board of directors ( or eq uiv alent)  or other 
p erson( s)  ex ercising  sim ilar functions ( or to 
whom  such functions hav e been deleg ated 
or entrusted) ,  or the shareholders‘  m eeting ,  
for the p urp ose of assessing  or analysing  
the m erg er with resp ect to m ark et shares,  
com p etitiv e conditions,  com p etitors ( actual 
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and p otential) ,  the rationale of the m erg er,  
p otential for sales g rowth or ex p ansion into 
other p roduct or g eog rap hic m ark ets,  and/ or 
g eneral m ark et conditions.  F or each of these 
docum ents,  indicate ( if not contained in the 
docum ent itself)  the date of p rep aration and 
the nam e and title of each indiv idual who 
p rep ared the docum ent;  and

6 .  Cop ies of all business p lans for each m erg er 
p arty for the current year and the p receding  5  
years.

Takeover Ordinance
Pursuant to the Tak eov er Ordinance where an 
acq uisition of shares of a listed com p any,  a num ber 
of notices,  undertak ing s and disclosures are 
req uired to be m ade to the S tock  E x chang es,  S E CP 
and the target company. Some of the key filings are 
listed below:

1 .  Disclosure to the stock  ex chang e and targ et 
com p any on acq uisition of 1 0  p er cent or 
m ore v oting  shares of a listed com p any;

2 .  A p erson intending  to acq uire v oting  shares 
of a com p any beyond 2 5  p er cent is req uired 
to m ak e a p ublic announcem ent of intention 
in the newsp ap er.  The draft of p ublic 
announcement of intention has to be filed 
with the S E CP and stock  ex chang e at least 
two work ing  days before issuance in the 
newsp ap ers;

3 .  Prior to acq uisition of 2 5  p er cent of v oting  
shares or control the acq uirer m ust m ak e a 
p ublic offer.  The p ublic announcem ent of 
offer has to be m ade within 1 8 0  days of the 
m ak ing  of the p ublic announcem ent;

4 .  A p erson who has m ore than 2 5  p er cent of 
the v oting  shares of a targ et com p any but 
less than 5 1  p er cent of the v oting  shares or 
control of the targ et com p any is req uired to 
m ak e a p ublic announcem ent of intention 
before acq uiring  any additional shares or 

control.  The draft of p ublic announcem ent has 
to be filed with the SECP at least two working 
days before its issuance;  and

5 .  The acq uirer is req uired to furnish security 
for p erform ance of its oblig ations under the 
p ublic offer.  S uch security can be in the form  
of a dep osit of cash or securities or can tak e 
the form  of a bank  g uarantee;

6. The manager to the offer has to file a due 
diligence certificate with the SECP prior to 
the p ublic offer;  

7 .  Public announcem ents of offer are req uired 
to be filed with the SECP along with the 
supporting documents specified in Schedule 
V I I  of the Tak eov er R eg ulations.

Companies Ordinance
As discussed abov e,  if the acq uisition inv olv es 
a sale or disp osal by the directors of a p ublic 
com p any,  or a subsidiary of the p ublic com p any,  
of its undertakings or a sizeable part thereof, such 
sale must be authorized by a resolution of the 
shareholders p assed in a g eneral m eeting .  
I n the case where one or m ore com p anies are 
look ing  to enter in to a S chem e of Arrang em ent 
under S ections 2 8 4  to 2 8 7  of the Com p anies 
Ordinance,  the concerned com p anies are req uired to 
file a petition with the Court along with the Scheme 
of Arrang em ent which lays out the p articulars 
of the com bination including  issues of p rop erty,  
liabilities and debts of the com p anies,  share swap s,  
the continuation of any leg al p roceeding s,  and 
dissolution of,  without winding  up ,  of one or m ore 
of the concerned entities.
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6 .  W h at g ov ernm ent c h arg es or f ees ap p l y to 
th ese transac tions?

Competition Act
E v ery p re- m erg er ap p lication m ade to the 
Com p etition Com m ission is req uired to be 
accom p anied by a p rocessing  fee which v aries 
dep ending  on the turnov er of the ap p licant.  
R eg ulation 5  of the M erg er R eg ulations p rescribes 
the following  fees:

T urnov er of  th e ap p l ic ant 
undertak ing A m ount of  f ee

U p  to 5 0 0  m illion rup ees 2 0 0 , 0 0 0  rup ees

M ore than 5 0 0  m illion but 
not ex ceeding  7 5 0  m illion 
rup ees

4 0 0 , 0 0 0  rup ees

M ore than 7 5 0  m illion but 
not ex ceeding  1 , 0 0 0  m illion 
rup ees

5 0 0 , 0 0 0  rup ees

M ore than 1 , 0 0 0  m illion but 
not ex ceeding  5 , 0 0 0  m illion 
rup ees

7 0 0 . 0 0 0  rup ees

M ore than 5 , 0 0 0  m illion but 
not ex ceeding  1 0 , 0 0 0  m illion 
rup ees

1 , 0 0 0 , 0 0 0  rup ees

E x ceeding  1 0 , 0 0 0  m illion 
rup ees

1 , 5 0 0 , 0 0 0  rup ees

I f the ap p lication is being  m ade by an asset 
m anag em ent com p any,  the fee shall be charg ed 
on the basis of the v alue of assets under the 
m anag em ent of m erg er p arties,  at the following  
rates:

A ssets A m ount of  f ee

U p  to 5  billion rup ees 2 0 0 , 0 0 0  rup ees

M ore than 5  billion but not 
ex ceeding  7 . 5  billion rup ees

4 0 0 , 0 0 0  rup ees

M ore than 7 . 5  billion but not 
ex ceeding  1 0  billion rup ees

5 0 0 , 0 0 0  rup ees

M ore than 1 0  billion but not 
ex ceeding  5 0  billion rup ees

7 0 0 . 0 0 0  rup ees

M ore than 5 0  billion but not 
ex ceeding  1 0 0  billion rup ees

1 , 0 0 0 , 0 0 0  rup ees

E x ceeding  1 0 0  billion rup ees 1 , 5 0 0 , 0 0 0  rup ees

Takeover Ordinance and Takeover Regulations
W ith resp ect to the acq uisition of shares of a listed 
com p any,  where an acq uirer intends to acq uire 
m ore than 2 5  p er cent of v oting  shares or control 
of the listed undertak ing ,  he or she is com p ulsorily 
req uired by the Tak eov er R eg ulation to m ak e a 
p ublic announcem ent of offer to acq uire v oting  
shares or control of such com p any.  The p ublic offer 
is req uired to be subm itted to the S ecurities and 
E x chang e Com m ission of Pak istan along  with a 
non- refundable p rocessing  fee of 5 0 0 , 0 0 0  rup ees.

Companies Ordinance
The order of the court p assed under sections 2 8 4  
to 2 8 7  of the Com p anies Ordinance sanctioning  
a Scheme of Arrangement has to be filed with the 
reg istrar within thirty days of the p assing  of the 
order. A nominal fee is payable for filing the order 
with the reg istrar.

Sale of Shares
The instrum ent p rov iding  for sale of shares is 
charg eable to stam p  duty.  I n the p rov ince of S indh,  
such duty is charg eable in the case of p hysical 
shares,  at 1 . 5  p er cent of the face v alue of shares 
and in the case of shares held electronically throug h 
a central dep ository,  at 0 . 1 %  of the face v alue of 
shares.
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The cap ital g ain on disp osal of shares of a com p any 
not being  a p ublic com p any*  is charg eable to tax .  
I n the ev ent that shares are held for one year or 
less,  1 0 0  p er cent of the g ain is tax able and if held 
for m ore than one year,  7 5  p er cent of the g ain is 
tax able.  The am ount of such g ain is added to the 
tax  p ayer’s total tax able incom e for a tax  year,  and 
is not tax ed sep arately.  The cap ital g ain arising  on 
disp osal of shares of a p ublic com p any*  held for 
less than one year shall be charg eable to incom e tax  
at the following  rates

Tax  year 2 0 1 4

H ol ding  p eriod R ate of  tax

W here holding  p eriod is less 
than 6  m onths

1 0 %

W here holding  p eriod is m ore 
than 6  m onths but less than 
1 2  m onths

8 %

W here holding  p eriod is 1 2  
m onths or m ore

0 %

Tax  year 2 0 1 5

H ol ding  p eriod R ate of  tax

W here holding  p eriod is less 
than 1 2  m onths

1 2 . 5 %

W here holding  p eriod is m ore 
than 1 2  m onths but less than 
2 4  m onths

1 0 %

W here holding  p eriod is 2 4  
m onths or m ore

0 %

* Public company means a company in which not less 
than 50% of the shares are held by a government 
(Federal, Provincial, or foreign), a company whose 
shares were traded on a registered stock exchange 
in Pakistan at any time in the tax year and which 
remained listed at the end of that year and a unit 
whose units are widely available to the public and any 

other trust defined in the Trusts Act, 1882

Sale of Assets
A sale of assets,  if com p rising  of g oods that are 
not ex em p t from  sales tax ,  m ay incur sales tax  
if the sale is m ade by an im p orter,  m anufacturer,  
wholesaler ( including  dealer) ,  distributor or retailer.
 
I nstrum ents for sale of m ov able p rop erty are 
charg eable to stam p  duty at rates ap p licable in 
the relev ant p rov ince.  The g ain on the disp osal 
of any m ov eable p rop erty,  other than stock - in-
trade,  consum able stores,  raw m aterials held for 
the p urp ose of business,  dep reciable assets or 
intang ibles,  is charg eable to tax .  I n the ev ent that 
such p rop erty is held for one year or less,  1 0 0  p er 
cent of the g ain is tax able and if held for m ore 
than one year,  7 5  p er cent of the g ain is tax able.  
The am ount of such g ain is added to the p erson’s 
total tax able incom e for a tax  year,  and is not tax ed 
sep arately.  

I nstrum ents p rov iding  for the conv eyance of 
im m ov eable p rop erty are charg eable to stam p  duty 
at rates ap p licable in the relev ant p rov ince.  The 
norm al rate of such duty,  as ap p licable in S indh,  is 
2  p er cent of the v alue of the p rop erty as determ ined 
in accordance with p rescribed v aluation tables.  
S uch instrum ents are req uired to be reg istered in 
order for the conv eyance to tak e effect.  R eg istration 
fee,  as currently ap p licable in S indh,  is 1  p er cent 
of the v alue of the p rop erty as determ ined in 
accordance with p rescribed v aluation tables.  Any 
conv eyance of im m ov able p rop erty is also subj ect 
to cap ital v alue tax  at the rates ap p licable in the 
relev ant p rov ince.  The g ain arising  on the disp osal 
of im m ov eable p rop erty held for a p eriod of up  to 
one year shall be charg eable to tax  at the rate of 
1 0  p er cent,  and where the holding  p eriod of the 
im m ov eable p rop erty is m ore than one year but not 
m ore than two years,  tax  shall be charg ed at a rate 
of 5  p er cent.  
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7 .  D o sh areh ol ders h av e c onsent or ap p rov al  
rig h ts in c onnec tion w ith  a deal ?

Sale of Assets
S ection 1 9 6  of the Com p anies Ordinance p rov ides 
that the directors of a p ublic com p any shall not,  
ex cep t with the consent of the shareholders in a 
general meeting, either specifically or by way of an 
authorisation,  sell,  lease or otherwise disp ose of the 
undertakings or a sizeable part thereof (unless the 
m ain business of the com p any com p rises of such 
selling  or leasing ) .  F urtherm ore a sale of assets by a 
com p any m ay be subj ect to restrictions im p osed by 
the constitutional docum ents of the com p any.

Scheme of Arrangement
U nder S ection 2 8 4  of the Com p anies Ordinance,  the 
shareholders m ust ap p rov e of the schem e of m erg er 
or am alg am ation in an E OG M .  The schem e of 
arrang em ent is considered ap p rov ed ‘ if a m aj ority 
in num ber rep resenting  three- fourths in v alue of the 
creditors or class of creditors,  or m em bers,  as the 
case m ay be,  p resent and v oting  either in p erson or,  
where p rox ies are allowed,  by p rox y at the m eeting ,  
ag ree to any com p rom ise or arrang em ent’.

Private Company
A sale or issue of shares by shareholders of a p riv ate 
com p any m ay be subj ect to restriction under the 
constitutional docum ents of the com p any e. g .  
ex isting  shareholders m ay hav e p re- em p tion rig hts 
or other subscrip tion rig hts.

8 .  D o direc tors and c ontrol l ing  sh areh ol ders 
ow e a duty to th e stak eh ol ders in 
c onnec tion w ith  a deal ?

Scheme of arrangement
S ection 2 8 6 ( 1 ) ( a)  of the Com p anies Ordinance 
req uires directors and chief ex ecutiv es to disclose 
to affected creditors and shareholders,  the directors’ 
or chief ex ecutiv e’s m aterial interest in the m erg er.

Takeover Ordinance
S ection 1 4  of the Tak eov er Ordinance restricts 
the board of directors of the targ et com p any from  
tak ing  certain actions during  the offer p eriod.  The 
board of directors m ay not:

 ■ sell,  transfer or otherwise disp ose of the 
undertak ing  or any p art thereof ( ex cep t 
for that which is in the course of ordinary 
business) ;

 ■ encum ber any asset of the com p any or its 
subsidiary;

 ■ issue any rig hts or bonus v oting  rig hts during  
the offer p eriod;  or

 ■ enter into any m aterial contracts.

Controlling  shareholders hav e a duty of g ood 
faith to m inority shareholders.  Also,  section 1 3 ( 2 )  
of the Tak eov er Ordinance restricts shareholders 
p articip ating  in a share p urchase ag reem ent with 
the acq uirer from  p articip ating  in the p ublic offer.

9 .  In w h at c irc um stanc es are b reak - up  f ees 
p ayab l e b y th e targ et c om p any?

The laws of Pakistan do not specifically regulate 
break - up  fees.  The Contract Act 1 8 7 2  allows 
com p ensation for any loss or dam ag e caused by 
the breach that naturally arose in the usual course 
of business ( including  any loss that the p arties 
k new about when they m ade the contract)  but 
not for any rem ote or indirect loss sustained by 
the reason of such breach.  Transaction p arties are 
allowed to ag ree to am ounts of liq uidated dam ag es 
which would be p ayable up on term ination of 
the transaction by the targ et com p any.  H owev er,  
liq uidated dam ag es clauses m ay not be enforced 
by the courts in cases where such clauses im p ose 
liq uidated dam ag es by way of a p enalty and not as 
a g enuine p re- estim ation of the actual loss that will 
be suffered by the acq uirer.
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1 0 .  Can c onditions b e attac h ed to an of f er in 
c onnec tion w ith  a deal ?

W ith reg ard to unlisted com p anies,  the p arties 
are free to establish conditions to the business 
com bination that do not contrav ene the p rov isions 
of the Com p anies Ordinance.

F or listed com p anies,  an acq uirer m ay m ak e the 
p ublic offer conditional up on a ‘ m inim um  lev el 
of accep tance’ from  the tendering  shareholders 
( R eg ulation 1 4  of the Tak eov er R eg ulations) .  
U nder current reg ulations,  the acq uirer can im p ose 
a ‘ m inim um  lev el of accep tance’ of not m ore than 
3 5  p er cent of the rem aining  v oting  shares of the 
targ et com p any.

For a listed company, conditional financing is 
unlik ely under the Tak eov er Ordinance.  B efore 
p roceeding  with a p ublic announcem ent of offer,  
a p otential acq uirer m ust ap p oint a m anag er to the 
offer.  The m anag er to the offer is req uired by law to 
ensure that before the p ublic announcem ent of offer 
is made, the acquirer has made firm arrangements 
for funds for p aym ents to shareholders under the 
p ublic offer.

Conditions attached with any deal would also 
hav e to satisfy the p rov isions of the Contract 
Act,  1 8 7 2 .  This is p articularly relev ant in the 
case of conting ency contracts.  Contracts which 
are conting ent on the occurrence of future ev ents 
m ay not be enforceable till such ev ents occur or 
m ay becom e v oid if the occurrence of such future 
conditions becom es im p ossible.  

1 1 .  How is financing dealt with in the 
transac tion doc um ent?  A re th ere 
reg ul ations th at req uire a m inim um  l ev el  
of financing?

Generally, a buyer has arranged for financing 
sep arately and the subj ect is not dealt with in the 
transaction docum ents.

1 2 .  Can m inority sh areh ol ders b e sq ueez ed 
out?  If  so,  w h at p roc edures m ust b e 
ob serv ed?

Yes, but only in limited circumstances. Where 
a schem e or contract inv olv ing  the transfer of 
shares or any class of shares in any com p any 
( the transferor com p any)  to another com p any 
( transferee com p any)  has,  within 1 2 0  days after the 
m ak ing  of the offer on that basis by the transferee 
com p any,  been ap p rov ed by the holders of not 
less than nine- tenths in v alue of the shares whose 
transfer is inv olv ed ( other than shares already held 
at the date of the offer by,  or by a nom inee for,  the 
transferee com p any or its subsidiary) ,  the transferee 
com p any m ay,  at any tim e within 6 0  days after 
the ex p iry of the said 1 2 0  days,  g iv e notice in the 
p rescribed m anner to any dissenting  shareholder 
that it desires to acq uire his or her shares.  W hen 
such a notice is g iv en the transferee com p any shall,  
unless,  on an ap p lication m ade by the dissenting  
shareholder within 3 0  days from  the date on which 
the notice was given,  the court thinks fit to order 
otherwise,  be entitled and bound to acq uire those 
shares on the term s on which,  under the schem e or 
contract,  the shares of the ap p rov ing  shareholders 
are to be transferred to the transferee com p any.  
The squeeze-out provisions are subject to certain 
additional conditions p rescribed in the Com p anies 
Ordinance

1 3 .  What is the waiting or notification period 
th at m ust b e ob serv ed b ef ore c om p l eting  a 
b usiness c om b ination?

Competition Act
The Com p etition Act p rohibits undertak ing s 
from  p roceeding  with a m erg er which m eets the 
pre-merger notification thresholds until such 
undertak ing s hav e obtained clearance from  the 
Com p etition Com m ission.

S ection 1 1 ( 3 )  of the Com p etition Act states that,  
“ the concerned undertak ing s shall subm it a p re-
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m erg er ap p lication to the Com p etition Com m ission 
as soon as they ag ree in p rincip le or sig n a non-
binding  letter of intent to p roceed with the m erg er. ”
 
Once this ap p lication has been subm itted,  the 
Competition Commission shall conduct a first 
p hase rev iew and it shall,  within 3 0  days of receip t 
of the ap p lication,  issue an order either allowing  
the m erg er or initiating  a second p hase rev iew.  I f 
the Com p etition Com m ission chooses to initiate a 
second rev iew it m ay req uire the m erg er p arties to 
p rov ide such inform ation as it considers necessary.  
The Com p etition Com m ission shall,  within 9 0  days 
of the receip t of the req uested inform ation,  m ak e an 
order either allowing  or rej ecting  the m erg er.

Takeover Ordinance
The Tak eov er R eg ulations p rov ide a fairly 
com p rehensiv e tim eline reg arding  the p ublic offer 
for acq uisition of shares of a listed com p any.

An acq uirer m ust p ublish a p ublic announcem ent 
of offer within 1 8 0  days of p ublishing  a notice 
reg arding  its intention to acq uire v oting  shares.  The 
acq uirer’s offer statutorily ex p ires on the 6 0 th day 
of the p ublication of the p ublic announcem ent of 
offer.  The acq uirer is req uired to m ak e p aym ent 
for the tendered shares within 3 0  days of ex p iry of 
accep tance p eriod ( 6 0  days from  the announcem ent 
of p ublic offer) .

Scheme of Arrangement
There is no definite waiting period for a merger or 
am alg am ation under the Com p anies Ordinance.  
The p arties to a business com bination m ust p etition 
the court for an order to hold a shareholders 
m eeting  to ap p rov e the m erg er.  The tim e and p lace 
of the m eeting  is determ ined by the court.  Once the 
req uisite num ber of shareholders hav e ag reed to the 
m erg er,  the com p anies m ust then seek  the court’s 
sanction reg arding  the schem e of arrang em ent that 
p rov ides the details of the p rop osed m erg er.

1 4 .  Are there any industry-specific rules that 
ap p l y to th e c om p any b eing  ac q uired?

Below are some industry specific regulations on 
m erg ers and acq uisitions.

Non-Banking Finance Companies 
Yes. For example, amalgamation of non-banking 
finance companies (NBFCs) are subject to approval 
by the S E CP under section 2 8 2 ( L ) ( 4 )  of the 
Com p anies Ordinance.  Also,  unlik e the g eneral 
p rov isions where a m aj ority rep resenting  7 5  p er 
cent of the v alue of shares p resent at the m eeting  
m ust ap p rov e of the m erg er,  for the m erg ers of 
N B F Cs,  a m aj ority rep resenting  two thirds in v alue 
of the shareholders of each N B F C,  p resent either in 
p erson or by p rox y,  m ust ap p rov e of the schem e.  

Insurance Companies
W ith resp ect to insurance com p anies,  the I nsurance 
Ordinance,  2 0 0 0  p rov ides that in the case of an 
acq uisition of shares of m ore than 1 0 %  in an 
insurance com p any,  or,  in the case of a non- life 
insurer of the whole or any p art ex ceeding  1 0 % of 
the business located in Pak istan of the insurer,  such 
acq uisition shall not p roceed unless the acq uirer has 
obtained ap p rov al from  the S E CP.  The I nsurance 
Ordinance further p rov ides that the life insurance 
business of an insurer shall not be transferred to any 
p erson or transferred to or am alg am ated with the 
life insurance business of any other insurer ex cep t 
in accordance with a schem e sanctioned by the 
Court hav ing  j urisdiction ov er one of the concerned 
p arties.  

Banking Companies
M erg er and acq uisition of bank ing  com p anies 
would also be g ov erned by the B ank ing  
Com p anies Ordinance,  1 9 6 2  ( “ B CO” ) .  Pursuant 
to its p owers under the B CO,  the S B P reg ulates 
share acq uisitions of bank ing  com p anies e. g .  S B P 
ap p rov al is req uired to hold m ore the 5 %  of the 
v oting  shares of a bank ing  com p any.  S im ilarly the 
m erg er or am alg am ation of bank ing  com p anies 
req uires ap p rov al from  the S B P.
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B roadc ast m edia
Com p anies p rov iding  broadcast m edia and related 
distributions serv ices are req uired to be licensed 
under the Pak istan E lectronic M edia R eg ulatory 
Authority Ordinance 2 0 0 2  which p rohibits the 
g rant of a license to com p anies owned,  controlled 
or m anag ed by foreig n nationals or com p anies.  This 
in effect p rev ents any foreig n entity from  acq uiring  
such com p anies in Pak istan.  

1 5 .  A re c ross- b order transac tions sub j ec t to 
c ertain sp ec ial  l eg al  req uirem ents?

Transactions inv olv ing  foreig n ex chang e and cross-
border transfer of securities are also g ov erned 
by the F oreig n E x chang e R eg ulation Act,  1 9 4 7  
( “ F E R A” ) .  S ection 1 8 ( 1 )  of F E R A p rohibits a 
p erson resident in Pak istan from  doing  any act 
whereby a com p any which is controlled by p ersons 
resident in Pak istan ceases to be so controlled.  The 
S B P has not g ranted any g eneral p erm ission for 
such transactions as such any transaction inv olv ing  
a chang e of control of a com p any from  a resident 
p erson to a non- resident p erson req uires the sp ecial 
p erm ission of the S B P.

S ection 1 3 ( 1 )  of F E R A restricts,  ex cep t with the 
g eneral or sp ecial p erm ission of the S tate B ank  
of Pak istan,  inter alia,  the transfer of securities 
( including  shares)  to or in fav our of a p erson 
resident outside Pak istan.  Chap ter XX of the 
F oreig n E x chang e M anual p rov ides a g eneral 
ex em p tion from  restrictions under section 1 3 ( 1 )  
in relation to transfer and ex p ort of securities on 
a rep atriation basis p rov ided the issue p rice or 
p urchase p rice is p aid in foreig n ex chang e throug h 
norm al bank ing  channels,  the p urchase p rice is not 
less than the p rice q uoted in the stock  ex chang es of 
the country or in the case of an unlisted com p any 
not less than the break - up  v alue of the shares as 
certified by a practising chartered accountant.

1 6 .  H ow  w il l  th e l ab our reg ul ations in your 
j urisdic tion af f ec t th e new  em p l oym ent 
rel ationsh ip s?

The laws governing labour and employee benefits do 
not specifically provide for business combinations. 
I n the ev ent that the business com bination entails 
term ination of m ore than 5 0  p er cent of the work  
force or the closing  down of the whole of the 
establishm ent,  p rior p erm ission of the L abour Court 
shall be req uired under the W est Pak istan I ndustrial 
and Com m ercial E m p loym ent ( S tanding  Orders)  
Ordinance 1 9 6 8  ( S tanding  Orders) .  S tanding  
Orders ap p ly to ev ery industrial establishm ent or 
com m ercial establishm ent wherein twenty or m ore 
work m en are em p loyed.  The term  ‘ work m an’ has 
been defined in the Standing Orders to mean any 
p erson em p loyed in any industrial or com m ercial 
establishm ent to do any sk illed or unsk illed,  m anual 
or clerical work  for hire or reward

1 7 .  H av e th ere b een any rec ent p rop osal s f or 
ref orm s or reg ul atory c h ang es th at w il l  
impact M&A activity?

W e are unaware of any recent p rop osals for reform s 
of reg ulatory chang es what will im p act M & A 
activ ity.
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