SECURITIESACT, 2063 (2007)

Date of Authentication and Publication

30 pausha 2063 (January 14, 2D07
Act Number 33 of the year,2063 paush 30 (2007/2008)
An Act Made to Amend and Consolidate L aws Reating to Securities Preamble:

Whereas, it is expedient to update the laws rejatin securities by amending and
consolidating such laws in order to regulate andaga the activities of the securities
markets and persons involved in the business dindei securities by regulating the
issuance, purchase, sale and exchange of secuotid¢ise purpose of protecting the
interests of investors in securities, by developthg capital market to mobilize
necessary capital for the economic developmenhefcbuntry; Now, therefore, be it
enacted by the House of Representatives in thd Fesr of the issuance of the

Proclamation of the House of Representatives, 2006.

Chapter-1

Preiminary
1. Short title and commencement: (1) This Act may be called "Securities Act,
2063".
(2) This Act shall be deemed to have been commefioad 6 Ashoj
2063 (September 22, 2006).

2. Definitions: Unless the subject or the context otherwise reguin this Act,-
(@) "Chairperson"” means the Chairperson of therd@a@gppointed under
Section 7.
(b)  "License" means the license issued by the daarder this Act to
operate the stock exchange or securities business.

(©) "Company"” means a company incorporated utidercompany laws



force.

(d) "Depository means a bank or financial taston  that makes agreement
with the scheme manager and thereby undertakesesiponsibility of
providing custodial services such as safe holding aperating the
assets of any collective investment scheme.

(e) "Prescribed" or "as prescribed" means pi@sd or as prescribed in the
Rules framed under this Act.

() "Securities" means any shares, stocks, hatelsentures, debenture stocks
or collective investment scheme certificate issine@ body corporate or
treasury bonds, saving bonds or bonds issued byGtheernment of
Nepal or by a body corporate against the guaraofe¢he of the
Government of Nepal, and this term also includehsether securities
as may be specified by the Board to be transactéamsferable through
the stock exchange or the instrument to purchadkpisexchange such
securities.

(g) " Securities transactions " means theeispurchase, sale or exchange of
securities and other acts pertaining thereto;

(h)  "Registration of securities" means thegistation of securities by a body
corporate with the Board pursuant to Section 27.

(1) "Stock exchange" means a market, place oilitia performing the
purchase, sale or exchange of securities on redpalais by bringing

together to the purchasers and sellers of seesiriti

1) " Securities business" means transactiorsecurities to be carried on by
a company or body licensed to carry on the seesrliusiness under this
Act.

(k) "Securities business person” means a coynpaiody licensed under
Section 58 to carry on securities business.

) "Issuance" means an offer made by a baxparate to raise capital and
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acts related there to, and this term also incltlde sssuance of securities
to promoters.

"Private placement” means an act to makeft@n by a letter, dispatch or
any electronic communication media for the saleseturities to a
maximum of fifty investors.

"Board" means the Nepal Securities Boatdldished under Section-3.
"Exchange" means an act concerning purchazks or transfer of
securities already issued pursuant to this Act.

"Prospectus” means a prospectus requireltetpublished by a body
corporate pursuant to Section 30 prior to he pubbae of securities.
"Scheme manager" means a body corporate ranag collective
investment scheme of participants with an objegirtvide an efficient
investment service pursuant to this Act.

“Investment fund” means a fund created audmounts deposited by

participants in a collective investment scheme acoadance with a
contract as has been taken in its custody by anseh@anager with
object to provide an efficient investment servigeassets related with
such a fund, and this term also includes a fundclwhhe scheme
manager has taken in its responsibility in accocdawith this Act or
additional assets created from management of imesdtof assets and
amount accumulated by way of considers anion.

"Participant” means a person or body thakemanvestment in a collective
investment scheme operated by a scheme manageapute this Act.
"Member" means a member of the Board, thrglterm also includes the
Chairperson.

"Body corporate” means a body corporataldished under prevailing
which has the capacity of public issuance of sdiesri

Provided that, it shall not include a corporatizelys.

"Public issue" means an offer made by a boatporate before the general



public for the subscription of its securities byppshing a prospectus.

(w) Collective investment scheme" means suchnamstment fund, unit
trust or similar other participatory fund managetngmogram as
specified by the Board, from time to time as ni@yoperated by a
scheme manager in accordance with this Act in ai@elistribute returns
to, the participants of the concerned program prtap@ately, accrued
from the efficient investment service on savingestment amount
which has been undertaken in custody of the manag®rso mobilized
that various persons or bodies that have partioiparn it.

(x)  "Enlisting" means the enlisting of securit@s a stock exchange for the
purposes of purchasing, selling or exchanging séesirthrough the
stock exchange;

(y) "Right issue" means an offer made to the @&gsshareholder or any
person nominated by such shareholder for the sigtiser of any

securities issued by a body corporate.

Chapter-2

Provisons Relating to Board

Egablishment of Board: (1) There shall be established a Board by the name

of Nepal Securities Board in order to regulate armhage the activities of the

securities markets and persons involved in seesrliusiness by regulating the
issue, purchase, sale and exchange of securitiesder to develop capital
market and protect the interests of investors cuisges.
(2) The Board to be established under Sub-sectipahall consist of the
members as follows:-
(@) A person appointed by the Government of Nepal -Chairperson

(b) Joint Secretary, Ministry of Finance -Member



(c) Joint Secretary, Ministry of Law, Justice and
Parliamentary Affairs -Member

(d) Representative, Nepal Rastra Bank -Member

(e) Representative, Institute of Chartered

Accountants of Nepal -Member

(N Representative, Federation of Nepalese
Chambers of Commerce and Industries -Member
(90 A person nominated by the Government of Nepal
from amongst the experts who have obtained at least
master's degree in economics, management, finance,
commerce or law from a recognized university and
gained at least seven years of experience in stock
exchange,management, capital market development,

finance and economic sector -Member

(3) The concerned organization shall, in nominatitsgre presentative
pursuant to Clauses (e) and (f) of Sub-sectionr{@mninate a person who has
obtained at least bachelor's degree and gainedstt $even years of experience
in accounts, industry, commerce, finance, banlk&egnomics or law matters.

(4) The tenure of office of the member nominatadspant to clause (g)
of Sub-section (2) shall be three years.

(5) No act or proceeding of the Board shall be ciéfd merely on the
reason of any vacancy in office of any member.

(6) An officer employee designated by the Boardlishat as the
Secretary of the Board.

(7) If the Board thinks it necessary, it may inutey native or foreign
expert, adviser to attend its meeting as an observe

(8) The central office of the Board shall be siughtn Kathmandu



Valley; and the Board may, as required, open #stin or contact office within
or outside of Nepal.

Board to be an autonomous and body corporate: (1) The Board shall be

an autonomous body corporate having perpetual ssae

(2) The Board shall have a separate seal of itsfowall of its acts and
proceedings.

(3) The Board may, like an individual, acquire, ,uparchase, sell, or
otherwise deal with, any movable or immovable priype

(4) The Board may, like an individual, sue by it8noname and be also
sued in the same name.

Functions, duties and powers of the Board: The functions, duties and

powers of the Board shall be as follows:-

(@) To offer an advice, as per necessity, to Gaernment of Nepal on
matters incidental to the development of capitatket,

(b)  To register the securities of any corporateybestablished with the
authority to make a public issuance of its se@s;it

(c) To regulate and systematize the issue, trgnséde and exchange of
registered securities,

(d) To grant permission to any corporate body, Wwhis desirous of
operating a stock exchange, to operate the stadka@ge subject to this
Act or the Rules and bye -laws framed undes Aut,

(e) To regulate and monitor the activitie ghaf stock exchange;

()] To inspect as to whether or not any stegkhange is executing its
activities in accordance with this Act or the Ruénd Bye-laws framed
under this Act, and to suspend or revoke the $eeof such a stock
exchange, if it is found that the same has nenlaone,

(9) To issue a license to companies or ingbiigt which are desirous of
carrying on the securities business subject t® Aat or the Rules and

Bye-laws framed under this Act,
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To regulate and monitor the activities @ writies business person,

To classify securities business persams fix their standards according
to their functions and capability by fulfilling sh procedures as
prescribed,

To grant a permission to operate cailecinvestment schemes and
investment fund programs, and to regulate anditoraiie same,

To approve Bye-laws of stock exchanges dmdd bodies which are
related with securities business and engagedcurisies transactions,
andto issue ordersto  stock exchangeslasetbodies which are
related with securities business and engageddaurgies transactions to
make necessary amendment in their Bye-laws wiiea to making
necessary provisions concerning the developmewcapital market and
protecting the interests of investors in securities
To systematize the clearance of accoweitgead to securities transactions,
To supervise whether or not security busingssons have maintained
such conduct as prescribed in this Act or the Rulge-laws and
Directives framed under this Act, while carrying securities business,
and suspend or revoke the license to carry on gesubusiness where
any securities business person is not found t@ve Imaintained such a
conduct,
To make or cause to be made, such arrangeme may be necessary to
regulate the volume of securities and the modeexfurities transactions
for the promotion, development and healthy operatof stock
exchanges,

To make such arrangements as may be negesgrevent insider
trading or any other offense relating to secwsitransactions as referred
to in Chapter-9 for the protection of the interesfs investors in

securities,

To review, or cause to be reviewed, finaihstatements submitted by



corporate bodies issuing securities and secutitiessness person, sand
give such directives to the concerned corporateiegods it deems
necessary in this connection,

(9) Toregulate and make transparent the aatqdiiring the ownership of a
company there by gaining control over its

() To maintain coordination and exchange codp@rawith the concerned
agencies in order to supervise and regulate nsatt@mcerning securities
or company affairs,

(s) To perform or cause to be performed such ofimections as may be

necessary in relation to securities and the dewedmt of capital market.

M eeting and decison of Board: (1) The Chairperson shall call the meeting

of the Board as per necessity. Such a meeting Sealield at least once a
month.

(2) The meeting of the Board shall be held orhsiate, at such time and
at such place as may be specified by the Chawpers

(3) The meeting of the Board shall be presideel doy the Chairperson
and by a member chosen by the members from amdingstselves, in the
absence of the Chairperson.

(4) Where at least two members request in writmgall a meeting of
the Board, the Chairperson shall have to call atimgeof the Board within
seven days from the date of receipt of such a@otic

(5) The Secretary of the Board shall provide thenaa to be discussed
at the meeting to the members, along with the adtic the meeting.

(6) The presence of more than fifty percent of tbh&al number of
members of the Board shall be deemed to have bwestitwted a quorum for a
meeting of the Board.

(7) A majority opinion shall prevail at the meetin§the Board and in
the event of a tie; the person presiding over tleeting shall exercise the

casting vote.



(8) There shall be maintained a separate minutek weoording the
names of members present at, matters discussex akegisions made by each
meeting of the Board, and such a book shall bessidny members present.

(9) The decisions made by the Board shall be atiteed by the
Secretary of the Board and shall provide to all iners.

(10) Other procedures relating to the meetinghef Board shall be as

determined by the Board itself.

Appointment of Chairperson: (1) The Government of Nepal shall, subject

to Sub-section (2), appoint the Chairperson to etthe administrative
chief of, and perform the day-to-day business efBbard.

(2) In making appointment to the office of Chairg@n pursuant to Sub-
section (1), the Government of Nepal shall apptuirthe office of Chairperson
an appropriate person from amongst the renownesbpsrwho have obtained
at least master's degree and gained at least geaesof experience in the field
of stock exchange management, capital market dpwedat, economics,
finance, commerce, management or law.

(8) There shall be formed a committee under thevewoarship of the
member of National Planning Commission responditniéhe concerned sector
and consisting of the Secretary at the MinistryFofance and an expert in the
filed of securities as its members, for recommegdimame for the purpose of
appointment of Chairperson pursuant to Sub-se¢8prand the appointment of
Chairperson shall be made pursuant to this Sedimrecommendation of this
committee.

(4) The committee referred to in Sub-section (3llsin recommending
a name, recommend the names of at least threensendm have possessed the
gualification pursuant to this Act.

(5) In recommending a name for the Chairperson yams to Sub-
sections (3) and (4), the committee shall deternt;dRules of procedures on

its own.



(6) The term of office of Chairperson shall be adirf years, and he or she
may be reappointed for a maximum period of fourgea

(7) Notwithstanding anything contained elsewheréia Section, where
the Chairperson commits any act or action contraiye interests of the Board
or the development of capital market and causesl@ss/ and damage to the
Board, the Government of Nepal may form an inquoynmittee as prescribed
and, on recommendation of such a committee, renmveor her from the
office of the Chairperson.

Provided that prior to so removing from his or béfice, the Chairperson

shall be provided with appropriate opportunity &dehd himself or herself.

Functions, duties and powers of the Chairperson: (1) The functions,

duties and powers of the Chairperson shall be lesv®:

(@) To perform such functions as may be necessarythe
protection of the interests of investors in sd@sifor the
development of capital market,

(b) To regulate and monitor, or cause to be wgdl and
monitored, stock exchanges and transactions of risiesu
business persons in order to make transactionsduriies
strengthened, effective and reliable,

(c) To actas the executive chief of the Board,

(d) To submit such long-term and short-term plamg policies as
be necessary to be adopted by the Board for theagement
of stock exchanges and development of capital nhakéhe
Board for its approval,

(e) To call or cause to be called the meetinghef Board and
preside over the same,

(H To prepare annual programs and budget of Bloard and
submit the same to the Board for its approval,

(g) To implement or cause to be implemented #hesibns made
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11.

by the Board,

(h) To inspect and supervise day-to-day busioéske Board and
perform the functions in accordance with the olyest of the
Board,

() To appoint the advisers and employees reduoe the Board as
prescribed,

() To perform or cause to be performed such rothactions as may be
entrusted to him or her by the Board

(2)  The functions, duties and powers of thaitperson, other
than those referred to in Sub-section (1) shat® prescribed.

Remuneration, meeting allowance and other facilities of Chairperson

and member: The remuneration, meeting allowance and facilityitied to,

by the Chairperson and member and daily and trayelilowance entitled to,
by the Chairperson and member while making trawttin or outside Nepal
shall be as prescribed.

Qualification of Chairperson and member: In order to be appointed as a

Chairperson or a member, as the case may besarpghall have to possess the
qualification as follows:-
(@) One who is a citizen of Nepal,
(b) One who has maintained high moral character,
(c) One who has gained at least seven years tdgsional
experience in the field of stock exchange managgnsapital
market development, economics, finance, commene@magement or
law, and
(d) One who is not disqualified under Section 11.

Disgualification of Chairperson_and member: Any of the following

persons shall not be eligible to be appointed @& dffice of Chairperson or

member, as the case may be:-
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(@) One who is an officer-bearer of a politicaltgar
(b) A person involved in securities business,
(c) One who is adjudicated as an insolvent,
(d) One who is insane,
(e) One who has been convicted by the court obffense involving
moral turpitude.
Circumstances on_which a Chairperson _and a member may be

removed from office: (1) Where there occurs a circumstance for removal

of the Chairperson or the member referred to bssation (2), the Government
of Nepal shall remove the Chairperson and mendsethe case may be.

Provided that prior to making such a removal, tleevé@nment of Nepal

shall not deprive the concerned person of a redd®ra@pportunity to defend
him/herself.

(2) The Chairperson and the member, as the case bmayhall be

removed from the office in any of the following@imstances:-

(@) If one is disqualified to be a Chairperson andnember, as the
case may be, pursuant to Section 11,

(b) If one commits any act contrary to the intéreg investors in
securities or any act that may cause loss or damiag the
development of capital market,

(c) If one suffers from lack of competence to iempént, or cause to be
implemented, such functions required to be perforiog the Board
to attain the objectives of the Board pursuanhis Act or the Rules
framed under this Act,

(d) If one has been held disqualified to carry amy occupation or
business by the reason of misconduct and his océwsificate has
been revoked or he or she has thus been resttiotedrry on a
business,

(e) If one remains absent from three consecutigetimgs of the Board
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without giving a notice.

Resignation of Chairperson _and member: The Chairperson or the

member, as the case may be, may relieve of hiepotiice by tendering a
resignation in writing to the Government of Nepal.

Fulfillment of vacancy: If the office of the Chairperson or any membersfall

vacant prior to the completion of his/her tenur€ office, the Government of
Nepal shall appoint any person to that vacancyttier remaining period of
tenure by fulfilling the procedures as referredntthis Act.

Proceeding not to be invalid: No act or proceeding of the Board shall be

invalid merely by the reason of any defect in thgp@ntment of the
Chairperson or member, as the case may be, owothefion of the Board or
vacancy in office of the Chairperson or any member.

Power s to form _committee or_sub-committee (1) The Board may, form

any committee or sub-committee, par necessity, for the operation of its
business. Such a member as specified by the Bbattle the coordinator of
the committee or sub-committee, as the case magobiermed.

(2) The functions, duties, powers, terms of refeegmeeting allowance
and procedures of the committee or subcommittetheasase may be, formed

pursuant to Sub-section (1) shall be as preschiyetie Board.

Ddegation of powers: (1) The Board may, as per necessity, delegate finy o

the powers conferred to it to the Chairperson, meynber or any committee or
sub-committee, as the case may be, formed pursou&@dction 16.

(2) The Chairperson may, @sr necessity, delegate any of the powers
conferred to him or her to any member, any committiesub-committee, as the
case may be, formed pursuant to Section 16 or mpjayee of the Board.

Requirement of disdosurein regard to conflict of interest: Where any

proposal in which any member has direct or indirpetsonal interest is to be
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discussed at the meeting of the Board, such a nresfiadl give information as to
such interest to the Board prior to the commencéroediscussion on such matter.
Except so permitted by the Board, such a membédl rsbisbe entitled to participate in
the discussion and decision of such a matter astdsor her vote thereon.

Provided that the presence of such a member shallabd in order to
constitute a quorum of the meeting.

Provisions relating to_accounts experts, advisors and employees: (1)

The Board shall have such numbers of accounts txpadvisors and
employees as may be necessary for the efficientatpe of the functions of
the Board.

(2) The appointment, remuneration, facilities agmints and conditions of
service of the accounts experts, advisors and egrapsoof the Board shall be as
prescribed.

To take oath: The Chairperson, member, advisor and employeeeoBthard

appointed for the first time in the Board shalippto assuming the functions of
their office, take an oath of secrecy and honestyprescribed.

Secrecy: (1)No Chairperson, member, advisor, employee, aydégent or
representative of the Board shall perform theoWeihg business:-

(@) To supply or disclose any confidential infotroa or notice obtained

in the course of performing the duties of officeatwther person,

(b) To use such information or notice for persdreiefits.

(2) Notwithstanding anything contained in Sub-sacti (1), any
confidential information or notice may be disclosexh the following
circumstances known to him or her in accordanceh whie procedures as
specified by the Board:-

(@) Where the disclosure of such information diceohas been made in

performing one's duty publicly, rendering assistato any law
enforcing authority, carrying out an order given aycourt or

competent authority,



(b) Where such information or notice has been kepo the external
auditor of the Board in the course of performing'srduties,

() Where such information or notice has beenlassd in the interests
of the Board in the course of legal proceedings.

22.  Fund of Board: (1) The Board shall have a separate fund of its.own

(2) The following amounts shall be credited to thed as referred to in
Sub-section (1):-

(@) Amounts received from the Government of dNep

(b) Amounts obtained as grants, assistance anslofrom any
native, foreign or international organizations,titsions or
bodies,
Provided that prior approval of the GovernmenNepal shall
be obtained in receiving such grants, assistandéeaos.

(c) Amounts received by way of the license fees

(d) Amounts received by way of the fees for ragisdon of
securities,

(e) Amounts received by way of the fees, charghsgs for
transactions in securities,

(H  Amounts received by way of fines imposeciie Board,

() Amounts received from any other sources.

(3) All amounts to be obtained to the fund of Board pursuant to
Sub-section (1) shall be credited to an accountbéo opened with any
commercial bank within Nepal.

(4) Allthe expenditures t o be made on behathefBoard shall be chargeable
on the fund as referred to in Sub-section (1).

(5) In making expenditures pursuant to Sub-seqdgnsuch expenditures shall
be made subject to the budget approved by the Boattle incomes and expenditures
to be made in each fiscal year.

(6) The operation of the fund of the Board shallas prescribed.
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Provision of revolving fund: (1) The Board may establish a revolving fund

to manage its source of income and such amounsgpesfied by the Board
shall be credited to that fund each year.

(2) The amounts of the revolving fund may be halgecurities issued
by the Government of Nepal or in such a periodmoaat as may be prescribed
by the Board.

(3) Generally, no moneys held in the revolvingduother than income
earned out of the moneys in that fund, shall baitspe

(4) Provisions relating to the operation of teealving fund shall be as
prescribed.

Accounts of Board: (1) The Board shall have to maintain updated rez ofd

its activities.

(2) The Board shall have to maintain accountsitefincomes and
expenditures, balance sheet and accounting detdilseach fiscal year in
accordance with accounting system conforming terimdtional practice no
later than six months after the expiry of suchsadl year.

Auditor_ and audit: (1) The accounts and books of the Board shall loéted

by the Auditor General or any auditor designatgdhim.

(2) While auditing the accounts and books of Bward, by the auditor
appointed pursuant to Sub-section (1), such art@ushall mentionjnter alia,
the following matters in his or her audit report:

(a) Whether the statements of incomes and expeaditruly reflect the

incomes and expenditures of the Board in that lfigear,
(b) Whether the balance sheet of that fiscal yeslects the true

economic condition of the Board.

Annual report: (1) The Chairperson shall have to present an amapatt of

the activities of the Board before the Board nerldhan four months after the

expiry of each fiscal year and also provide a copysuch a report to the
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Government of Nepal.

(2) The Chairperson shall in each year make pub&cannual report of

the Board as referred to in Sub-section (1).

Chapter-3

Reqgistration and Issuance of Securities

Registration of securities: (1) A body corporate shall have to register

securities to be issued by it with the Board ptaotheir issuance.

(2) A body corporate shall have to make an appba in the prescribed
format, accompanied by its memorandum of associasidicles of association,
documents related with such securities, and thecpieed fees, to the Board for
registering securities pursuant to Sub-section (1).

(3) Where an application is received pursuant ubssction (2), the
Board shall make necessary inquiry into the mated, if it considers
appropriate to register such securities, regisieh securities in the register as
prescribed, indicating the details of such seasitand issue the securities
registration certificate in the prescribed forn@athe concerned body corporate.

(4) Notwithstanding anything contained elsewharethis Section, a
body corporate which has already issued secupties to the commencement
of this Act shall register such securities with B@ard in accordance with this

Act within one year from the date of commenceméithis Act.

Sale and transfer of securities: (1) Where a body corporate allots or sells

securities after registering such securities, t#ylrcorporate shall have to give
a notice along with the details of securities dot@d or sold to the Board
within seven days.

(2) Upon receipt of a notice as referred to irb-Saction (1), where it

appears necessary to make the allotment and sadecbf securities fair and
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informative for the interests of investors and bloely corporate, the Board may
give necessary directive to the concerned bodyarate. It shall be the duty of

the concerned body corporate to abide by suchtdieec

Securities to be issued publicly: (1) Where a body corporate is to sell and

distribute securities to more than fifty personsaatime, it shall make public
issue for the sale and distribution of such selestit

(2) The period to be open for making applicatiorthaf securities to be
issued pursuant to Sub-section (1) shall be asibesl.

(3) The provisions relating to the value and alletinof securities for
which public issue has to be made shall be as pbesc

(4) Where securities for which public issue hasnbewmde once could
not be sold and have to be re-issued again withenyear, the body corporate
which so issues the securities may, with the apgdrof/the Board, issue such
securities by mentioning the matters which areedght than the matters set
forth in the previously published prospectus and pnospectus previously
published.
Prospectus to be published: (1) A body corporate shall have to get a

prospectus approved by the Board for making puisistie of securities in
accordance with this Act after the commencemerthisf Act and publish the
prospectus for information to all the concerned. ilg/hpublishing the
prospectus in such a way, the prospectus shallnadsdion the place where the
general public can obtain or inspect the prospectus
(2) Notwithstanding anything contained in Subt®ac(1), it shall not be

required to issue a prospectus to issue the follgwecurities:

(a) Securities issued by the Nepal Rastra Bank,

(b) Securities issued against the full guarantetne® Government of

Nepal,
(c) Securities proposed to be sold to up to fitysons at a time,

(d) Securities issued to own workers or employees,
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(e) Securities permitted by the Board as to issuesell without
issuing a prospectus.

Approval of a prospectus: The Board shall approve only a prospectus which

contains such information as may be adequate f@stors to make evaluation as to
the assets and liabilities, financial status, prafid loss of the issuer and matters
expected in the future.

Matters to be referred to in_prospectus: Every prospectus shall contain

such general matters as required to be set dovilneiprospectus, capital and
other information of the issuer, main functions lie done by the issuer,
information pertaining to legal action, economic ndiion, general

administration, management of the issuer, inforamtielating to the expert
preparing the prospectus and the economic statsmeontained in the

prospectus and such other matters as may be fredcri

Liability for matters referred to in prospectus: (1) The concerned body

corporate and the director signing a prospectustlame xpert preparing such a
prospectus shall be personally and collectivelgléigor the truth of the details

and documents underpinning the information set dawnthe prospectus

submitted to the Board for the purpose of registegecurities with the Board
and obtaining permission to issue such securities.

2) Where any person who subscribes for any seesiritn the faith of the
matters set down in the prospectus subsequentigisssany loss or damage by
the reason that the matters set down in the prospéave been set down with
mala fide intention or untrue or false statements have beetluded therein
knowingly, the body, director or experts prepartihg prospectus shall be liable
to pay compensation for such loss or damage.

Provided that no director shall be liable to pagtscompensation if he or
she proves that he or she has resigned prior tangnakdecision on the matters
set down in the prospectus with ulterior motiveknowingly or that he or she

did not know that the prospectus was untrue.
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(3) Where any investor sustains any loss or darggdbe reason that the
prospectus, information, statements or returns #itduinby a body corporate to
the Board, such an investor may make a petitidchéaconcerned District Court
for compensation within thirty five days from thate of knowledge within one

year after the making of investment.

A body corporate to make a notice: (1) Every body corporate issuing

securities shall provide information on the follagimatters to the Board and
its shareholders as soon as possible:
(a) Such matters as may be necessary and sumptotewaluate
its financial condition,
(b) Such information as may be capable of affectiie
transaction of stock exchanges or the value ofrdexs.
(2) Every body corporate issuing securities saksib provide the Board
and its shareholders with the notice and inforomais prescribed, in addition
to the matters set down in Sub-section (1).

Compensation for_revocation of enlisting, if any: Where a body corporate

issuing any securities has enlisted the securityesnaking agreement with a stock
exchange and the stock exchange revokes the aglstisuch securities by the reason
of the failure of such body corporate to observehsmatters as required to be
observed by it under this Act or the Rules or Byed framed under this Act
any shareholder sustains any loss and damage twe \of such revocation of
enlisting, the directors of such a body corpordillpersonally or collectively
pay compensation to such a shareholder.
Chapter-4

ProvisonsRdatingto Sock Exchange

License to be obtained to operate stock exchange (1) A person who

desires to operate a stock exchange shall obtam the Board the license to

operate the stock exchange under this Act.
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(2) No person shall operate a stock exchange uochpse, sell or
exchange securities without obtaining from therlaa license under this Act
nor shall any person use the name of stock exehasihout obtaining such a
license.

(3) Notwithstanding anything contained in Subteec (2), Nepal
securities exchange market which is in operatiaie time of commencement
of this Act shall have to make an application he Board for the license to
operate a securities exchange market pursuahtstaAtt within one year from
the date of commencement of this Act. Nothing Ishaldeemed to have been
hindered the operating of the securities exchangeket by Nepal securities
exchange market within that period.

(4) Where Nepal Securities Exchange Market fdils make an
application to the Board for a license to opesatecurities exchange market
within the period referred to in Sub-section (Blgpal securities exchange
market shall not be entitled to operate the stexdhange after the expiry of
that period.

(5) Notwithstanding anything contained elsewharthis Section, while
incorporating any stock exchange as a company Maiiked liability under the
companies law in force after the commencement ©f Att, the Company
Registrar's Office shall incorporate it only withet recommendation of the

Board.

Application to be made to carry on _stock exchange (1) Only a body

corporate may make an application to the Boara@flirense to carry on a stock
exchange.

(2) A body corporate shall have to make an appba referred to in
Sub-section (1) in such format and accompaniegunh details. Documents

and fee as may be prescribed.

Issue of a license to carry on stock exchange (1) If an application is

received pursuant to Section 37, the Board mayt i§ satisfied with the



following matters by making necessary inquiry itiite matter, issue a license to

carry on a stock exchange in such format as mayrdxscribed:

(a)

(b)

Where it considers that the issue of thenke to carry on a

stock exchange would serve the interests ofstovs and general
public or the issuance of such a license is reazgdor the proper
operation of the stock exchange,

Where the applicant body corporate haslieitfithe matters

referred to in Sub-section (2).

(2) A body corporate which makes an applicationthe Board for a

license to carry on a stock exchange pursuanttteection (1) shall set out the

following matters in the application:

(a)

(b)

(€)

(d)

(€)

(f)

Legal provisions of establishing the body pooatoer its

memorandum of association stipulates that the lmmdgorate has
been established with object to establish and tgead sock

exchange,

The body corporate maintains its paid apital as prescribed by
the Board that such capital is not less than fifijfion rupees so

long as the body corporate operates the stock egeha

There are sufficient grounds to the satisbn of the Board that the
body corporate can provide such infrastructures faedities as

may be required to operate the stock exchange,

Matters relating to enlisting or makingndar other provisions to
recognize securities to be transacted througH;,itsel

Matters that the interests of investorsildde protected through
regular operation of transactions in securitiesough the

provisions and systems to be adopted by the bodgocate in

relation to the exchange and transactions propdsedhe body

corporate for the operation of the stock exchange,

That it has appropriate provisions ontlsgtent of transactions in
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the stock exchange and publication of records tfer@nd
statements of transactions,
(g) That complaints filed in relation to transact carried on by its
members can be examined in a proper manner,
(h)  That action can be taken as mentioned in treelBws in the
event of failure of its members to fulfill thealtilities under the

contract.

The Board may spedfy terms (1) In issuing the license to carry on a stock

exchange, the Board may specify necessary termagtakto account the
condition of capital market, healthy operation bk tstock exchange and
interests of investors. It shall be the duty of dmncerned stock exchange to
observe such terms.

(2) The Board may, ager necessity, alter and modify the terms
specified pursuant to Sub-section (1), having medarthe condition of capital
market, healthy operation of the stock exchangeiatedests of investors.

Power to refuse to issue license to carry on gock exchange (1)

Notwithstanding anything contained in Section 8@, Board may, on any of the
following conditions, refuse to issue a licenseatbody corporate to carry on a
stock exchange:

(@) Where itis not necessary to carry on thekseohange based on the
development of industry and business and feasilnlitthe existing
transactions in securities,

(b) Where it does not appear just and approptatdiow the operation
of stock exchange for the protection of intere $tigeestors.

(2) Where the Board is to refuse the issue oicanse to any body
corporate to carry on the stock exchange on amgition referred to in sub-
section (1), the Board shall give a notice assignine reason for such refusal to
the concerned body corporate.

Minimum capital and finandal source The paid up capital of a body
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corporate carrying on a stock exchange shall berescribed by the Board,
from time to time, as it shall not to be less ttdty million rupees; and the
body corporate shall maintain such financial so@senay be adequate for the
provision of stock exchange that it carries on.

Validity period and renewal of a license to carry on stock exchange

(1) The license issued to carry on a stock exchahg# remain valid only until
the last day of the fiscal year of its issue.

(2) The corporate carrying on a stock exchangd slaak to renew the
license to carrying on a stock exchange by paynie Board an annual fee as
prescribed not later than three months after tipargxf each fiscal year.

(3) In the event of failure to get renewed suclicanise by paying the
annual fee within the time limit referred to in seabtion (2), the license may be
renewed by paying a fine of twenty five percenttwd annual fee up to three
months after the expiry of such time limit.

(4) The license to operate stock exchange obtdnyea body corporate
which fails to renew even within the time limit eefed to in Sub-section (3)
shall be terminated.

Transactions of recognized securities: (1) A stock exchange shall manage a

market only for those securities which are recagghiby either enlisting in its
Bye-laws, as prescribed, securities issued by lsatheporate or making similar
other provisions.

(2) The purchase, sale or exchange of secunbésnlisted in a stock
exchange shall be as prescribed.

M anagerial responsibility of stock exchange: The board of directors of the

stock exchange shall assume responsibility in icgrlato the management of
transactions in securities carried on by such ekst@change.

Functions, duties and powers of stock exchange The functions, duties

and powers of the stock exchange shall be as fellow



(a)

(b)

(€)

(d)

(e)

(f)

(9)

(h)

To carry on, or cause to be carried on,strations in securities to
be carried on through it in a transparent,dai regular manner,
In carrying on the stock exchange, to carry @ncause to be
carried on, the same, having regard to the inteoésfjeneral
public investors,

To get its members to fully comply with thictfand the Rules
and Bye-laws framed under this Act and monitor sungervise, or
cause to be monitored and supervised, the mattersiping
thereto,

To manage such a transaction place as maydbgquate and
convenient for operating securities transaction,

To manage such employees as may be efficesairying on
transactions,

To arrange for such facilities and systemsnay be adequate and
proper for emergency and security provisions,

To frame Bye-laws, with the permission of tiBoard, for
enlisting of securities for the arrangements of #wehange,
purchase or sale of securities and making prowsi@iating to
membership,

To perform or cause to be performed such dilnections as may
be required for the operation of the stock exchange

46. Disclosureto be made by stock exchange: Every stock exchange shall give

information on the following matters to the Boandmediately when it comes to

its knowledge:-

(a)

(b)

Where it appears that any of its members fmsnutted any
financial irregularity or the economic status otlsua member
appears to be suspicious from any activities ofi sumember,
Where it appears that any of its members a#éead to fulfill such
obligation as required to be fulfilled by such amteer under laws
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or is not capable of performing such obligation,

(c) Where it appears that any of its members hdsdf to observe
financial Rules and Bye-laws or is not capable lnderving such
Rules and Bye-laws,

(d)  Such other information as may be prescribed.

Stock exchange to submit a report: Stock exchange shall submit to the

Board a report on the activities carried out by ieach fiscal year not later than
three months after the expiration of such a figeal.

Stock exchange to issue direction: (1) The stock exchange may, where a

body corporate carrying on securities transactitmeugh a stock exchange
violates the agreement entered with the stock exgdaor where the stock
exchange considers that it is necessary to gieetitim to such a body corporate
in order to make securities transactions fair agular or having regard to the
interests of investors, give necessary directiosutth a body corporate.

(2) It shall be the duty of the concerned bodypomte to observe the
direction given pursuant to Sub-section (1).

Celing of securities transactions may be fixed : (1) The Board may fix

the ceiling of securities that can be transactedret time or the ceiling of
securities that any one person can purchase, sdllhald at one time as
prescribed.

(2) In fixing the ceiling pursuant to Sub-sectids), several ceilings may
be determined based on the types of securitiggoess of transactions.

(3) Without prejudice to the generality of Sulztgen (1), the Board may
specify or fix the maximum limit of securities afy type that one person may

own at one time, in such manner as prescribed.

Charge to be paid by stock exchange: (1) A stock exchange shall collect

such securities transaction charge as may be diaegas prescribed for the

purchase, sale and exchange of securities in ek stxchange and pay such
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charge to the Board.
Provided that such charge shall not exceed 0.08epef the total turn
over of securities transactions.

(2) A stock exchange shall pay to the Board tm@umnt for the charge
prescribed pursuant to Sub-section (1) and celkkat the previous year, not
later than the last day of each month. A stoclherge that fails to observe this
Section shall be deemed to have committed an séfeaferred to in this Act.

(3) The Board shall realize and recover the amoeceivable for the
securities transaction charge, in addition torderest at the rate of ten percent,
from a stock exchange failing to pay to the Botre securities transaction
charge within the time limit specified in Sub-sent(2).

Stock exchange to assist Board: A stock exchange shall render necessary

assistance to the Board for the performance aftioms referred to in this Act.
In the course of rendering such assistance, iBthard asks for any information
or advice on securities transactions or on any rofigecific matter, such
information or advice has also to be provided ®Board.

Information of action to be given: If a stock exchange has demanded

explanation from any of its members on any actigairgst such a member or
suspended or canceled the membership of such a enemiimposed any fine
on such a member or taken any other action againdt member, the stock
exchange shall give information thereof to the Bpapecifying the name of
the concerned member and also description on aatadrthe reason for taking
such action, within seven days after taking sudioac

Stock exchange to provide for compensation fund: (1) A stock exchange

shall establish and operate one such compendatimhas may be prescribed by the
Board in order to protect investors against pdss$ass or damage.
(2) The funds deposited to the fund referred tsuhsection (1) shall be

used to bear compensation as prescribed.

Provisions relating to operation of compensation fund: The following
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provisions shall be made in the Rules in relationtiie operation of the

compensation fund to be established pursuant tboBes3 or 55:

(a)
(b)
(©)
(d)
(e)
M

(9)
(h)

(M

0)

Provisions relating to the deposit of mor@yhe fund,

Maximum amount to be paid as a compensatmm the fund,
Provisions relating to the accounts and anidite fund,
Conditions for making claim to obtain amoufiom the
compensation fund and procedures from making audaim,
Conditions where any claim cannot be mad#éercompensation
fund,

Procedures for taking action and making deai®n payment of
money as claimed from the compensation fund,

Maximum limit of amount payable as a compdinsato one
person,

Other necessary matters in relation to themewation of
compensation claims,

Provisions to be made in the event of theooation of the license
of a stock exchange,

Other necessary provisions in relation to pemsation.

Board to make provisions on_compensation: If a stock exchange is not

able to establish and operate the compensation gunslant to Section 53 in

order to protect investors against possible loss@amage or does not pay or

fails to pay the amount of compensation to be plyab prescribed, the Board

may establish and operate the compensation fungrascribed or make

necessary provisions in relation to the paymerithefamount of compensation

required to be paid as prescribed.

Chapter-5

Provisons Relation to Licenseto Carry on Securities Busness
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L icense to be obtained to carry on securities busness: (1) A company or

body desirous of carrying on securities businesstbabtain a license to carry
on securities business from the Board pursuaritisoAct.

(2) No one shall carry on securities business auitiobtaining a license
to carry on securities business from the Boardyamt to this Act.

Application for licenseto carry on dealing in securities: (1) A company

or body desirous of carrying on dealing in secesithas to make an application
to the Board for a license to carry on securitiesitess, in such form and
accompanied by such details, documents and femspde prescribed.

(2) The application to be made pursuant to Subise¢ll) shall specify

the following matters:-

(a)  Type of securities business and services fardéded,

(b) Ifan agent is to be appointed to carry orusdéies business and if
such business is to be carried on in collaborawath others,
matters pertaining thereto,

(c) In the case of those business persons, asrjimed, who are
allowed to carry on business only upon obtainimgesnbership of
a stock exchange, a recommendation letter of theezoed stock
exchange,

(d)  Grounds proving the ability to carry on theoposed securities
business and such other information as may be fggdiy the
Board.

A licenseto carry on securities business to issue: (1) If an application is

received pursuant to Section 57, the Board may heldessary inquiry and

issue a license to carry on securities businessi@gh format as prescribed, to
the applicant on the following grounds:-
(a) If it thinks that, based on the conditions feth in Sub-section
(2), the applicant is able to carry on securitiasibess subject to

this Act or the Rules and Bye-laws framed undes Aut,
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(b) Training and education qualification gained Mlge agent

appointed to carry on securities business.

(2) The following matters shall also be considererelation to the chief
executive, director, concerned officers and ageetsing in the company or
body making application for the license to carrysecurities business:-

(a) Financial status,

(b) Educational qualification, training and exp&ce in the relevant

work,

(c) Experience required to carry on securities tess,

(d) Social status and character.

(3) Notwithstanding anything contained above irst&ection, a license
to carry on securities business other than seesrltrokerage and investment
consultancy service shall be issued only to a pdlslited company or a body
corporate established under the laws in force.

(4) Notwithstanding anything contained elsewherethrs Act, the
Board may, having regard to the interests of chpitarket and investors in
securities, so issue a license to any securitisgbss person that such person is
restrained from carrying on any securities, businesit of the types of
securities business.

Board to specify terms and conditions: (1) In issuing a license to carry on

securities business, the Board may specify necedsams and conditions,
having regard to the condition of capital markelthy operation of securities
business and interest of investors.

(2) It shall be the duty of the company or bodyihg obtained a license
to carry on securities business to comply with teems and conditions
specified by the Board pursuant to subsection (1).

(3) The Board may make necessary modificatiorts ateration in the
terms and conditions specified pursuant to Subiese¢l), having regard to the

condition of capital market, healthy operation efwities business and interest
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of investors.

Power to refuse to issue a license to carry on securities busness: The

Board may refuse to issue a license to carry omurg@s business to any
company or body on the following circumstances:-

(a) ifitis proved that such company or body basn insolvent upon
being unable to repay debts to creditors,

(b) if the application to be made for such a lg®is not accompanied
by such documents and details as required to lmrguaenied under
this Act or the Rules framed under this Act or sater matter as
may be specified by the Board,

(c) if, upon considering the matters set forth smbsection (2) of
Section 58, it is not appropriate to issue a lieets carry on

securities business.

Validity and renewal of a license to carry on securities business (1)

The license issued to a securities business péoswerry on securities business
under this Act shall remain valid only until thedeof that fiscal year in which it
has been issued.

(2) The securities business shall have to get suticense renewed by
paying the annual fees as prescribed to the Bo@hdrnwthree months from the
date of expiry of each fiscal year.

(3) In the event of failure to get a license nged by paying the annual
fees within the time-limit referred to in subseanti®), such license may be got
renewed by paying a fine of twenty-five percentled annual fees up to three
months from the date of expiry of that time limit.

(4) The Board shall revoke the license of a séiesrbusiness person
who has failed to get such a license renewed e vdmvhe time-limit referred
to in Sub-section (3), and publish a notice thefepinformation to the general
public.

Power to prescribe for carrying on securities business through a
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subsidiary company: Notwithstanding anything contained elsewhere is thi

Act, the Government of Nepal may, on the recommeodaf the Board and
by notification in the Nepal Gazette, prescribettlaa bank or financial
institution established under the laws in forcemsitled to carry on securities
business only through its subsidiary company.

Provided that such a subsidiary company shalloeogntitled to do other acts

except the dealing in securities.

Types of securities business: (1) For the purposes of this Act, the securities

business shall be divided into the following types

(a) Securities brokerage,

(b) Securities trade,

(c) Issue and sales management,

(d) Investment management,

(e) Investment consultancy service,

(h Collective investment fund management,

(g) Securities registration or securities centr&pakit service or
custodial service,

(h) Service relating to the settlement of the aotoaf securities
transactions,

() Market maker,

() Such other business as may be specified byBbard to be a
securities business.

(2) The scope and other provisions of the sdesrbusiness referred to

in Sub-section (1) shall be as prescribed.

License not to be issued to carry on securities business without

specifying _agent: (1) No license shall be issued to any one to camy

securities business as a securities broker withigeitifying at least one person
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to act as an agent of the securities broker.

(2) No license shall be issued to any one toycarr securities business
as a securities trader without specifying at least person to act as an agent of
the securities trader.

(3) No license shall be issued to any one toycarr securities business
relating to collective investment scheme and itnmest fund management
without specifying at least one person to actraagent of the scheme manager.

(4) The procedures to be fulfilled in specifyiag agent by a securities
business person, qualification of the agent amdipions relating thereto shall
be as prescribed.

Formal agent: (1) Only after the registration of the appointmefany person as

an agent of a securities business person wittBtreed pursuant to Sub-section (3),
such a person shall be deemed to be a formal &ggethiat securities business.

(2) In making registration of the appointmentaofagent with the Board
pursuant to Sub-section (1), the securities busimesson shall inform the
Board about the appointment of such agent anddhsop to be appointed as an
agent shall also inform the Board that he or slieesyto be an agent of such a
securities business person.

(3) Upon receipt of the notice pursuant to Suitisa (2), the Board
shall, within fifteen days, make entry in the régisas prescribed, specifying
the name, address and other necessary detaile @&lgint and issue the agent
registration certificate to such an agent.

(4) If the agreement made between the agenthenddcurities business
person appointing the agent is canceled, for aagae whatsoever, information
thereof shall be given to the Board immediatel\d #re agent shall also return
the certificate obtained by him or her to the Boarthin seven days.

(5) The securities business person who appoifidsnaal agent shall be
responsible for all acts done by such a formahage

Rights of securities busness person: (1) No license to carry on securities
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business obtained by a securities business pehsdhbge suspended or revoked
without providing such a securities business persoth a reasonable
opportunity of hearing.

(2) In suspending or revoking a license to camysecurities business,
information thereof shall be given in writing thiet concerned securities
business person, and such a notice shall inditia¢e reasons for such
suspension or revocation, date of entry into foodesuch suspension or
revocation and the period of suspension, in tise cd suspension.

(3) A securities business person who is dissatisivith the decision
made to suspend or revoke a license obtained bly gusecurities business
person to carry on securities business person makenan appeal to the
concerned Appellate Court within thirty five daysorh the date of such

decision.

Minimum capital and finandal source of securities busness person:

(1) A securities business person shall, in cagysn the securities business,
maintain the minimum capital and financial soursgeescribed.

(2) If a securities business person fails to ta@mthe minimum capital
and financial sources required to be maintainegyant to Sub-section (1),
information thereof shall be given to the Boardnediately.

(3) If the Board receives the information referte in Sub-section (2), it
may immediately order such a securities businessgm to maintain the
minimum capital and financial source as prescribedjive other necessary
directives in that regard.

To maintain records of seaurities business persons (1) The Board shall

maintain a register of all licensed securitiesifess persons and maintain
updated records in the register.
(2) The following matters shall also be specifiadthe register to be

maintained pursuant to Sub-section (1) and updaéedrds of securities



business persons maintained therein:-

(a) Names and addresses of securities businessnser

(b) Date of issue of license to securities busipessons,

(c) Types of securities business,

(d) Terms and conditions specified in the license,

(e) Names and addresses of the formal agents,

(Hh Names and addresses of managers and officers,

(g) Place where documents and records pertainisgdarities business
are kept,

(h) Names of the directors of company or body, r&rmkcompany
secretaries and name of each shareholder and nuhsieares held
by such a shareholder,

(1) Such other details as the Board considers sacg&nd appropriate.

Records of formal agents: (1) The Board shall maintain a register of all

formal agents and maintain updated records indhester.

(2) The register to be established pursuant tos®ation (1) shalinter
alia, contain the following matters and also updatedmx of formal agents
shall be maintained therein:-

(a) Name and address of formal agent,

(b) Date of registration as formal agent,

(c) Name and address of securities business paggmointing agents,
(d) Such other details as the Board considers sacgand appropriate.

Information to be given: The securities business person shall, on any of the

following circumstances, give information in wnij thereof to the Board
within seven days from the date of such occurrence
(a) If the securities business person ceases ty oar the securities
business specified in the license,
(b) If any formal agent ceases to act in such aapac

(c) If any alteration is made in any details sathHon the register
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maintained pursuant to Section 68.

Chapter-6

Collective Invesment Scheme

No collective investment scheme shall be oper ated without obtaining a

permission: (1) No one shall operate a collective investmeheste or carry
out or cause to be carried out, any of the follayiacts without
obtaininga permission from the Board pursuanhi® Act:-

(a) To make an advertisement making an invitatmpdrticipate in the
collective investment scheme or to make an offartaiaing any
kind of information for participating in such a sche whether
directly or indirectly,

(b) To provide opinion, advice or consultation toyane to participate
in the collective investment scheme.

(2) Any one who contravenes Sub-section (1) shaldeemed to have

committed an offense referred to in this Act.

Board to grant permission to oper ate collective investment scheme (1)

A scheme manager shall, prior to operating theectile investment scheme to be
managed and operated by him/her, make an applicat the Board in such
format and accompanied by such details and feeraasbe prescribed in order to
register such scheme with the Board and obtaimjssion to operate the same.

(2) If an application is received pursuant to -Sabtion (1), the Board
shall, if it considers appropriate to grant permoissipon conducting necessary
inquiry into the matter, register the collectivevastment scheme and give
permission to operate it within ninety days frore ttate of receipt of such an
application.

(3) If, in conducting an inquiry in relation tdé registration of a

collective investment scheme and granting a perams® operate it pursuant to
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Sub-section (1), any notice, description, informatior documents appear
necessary, the Board may demand such notice, pgisari information or

documents from the concerned scheme manager. Thed Ball not grant
permission to operate the collective investmeneseh unless it receives the
notice, description, information or documents smaeded.

(4) In registering a collective investment schered in granting
permission to operate it pursuant to Sub-section it Board may give
permission in a manner that a certificate on pigditon or a proof thereof is to
be given to a participant.

(5) In granting permission to the scheme manageroperate the
collective investment scheme pursuant to this Sectihe Board may specify
necessary terms and conditions in relation to tperagion of the collective
investment scheme and the issue of the certificatparticipation. The Board
may make necessary modification or alteration @ tdrms and conditions so
specified.

Operation of collective investment scheme (1) The scheme manager may,

with a view to operate a collective investment secaeand upon considering
the needs and interests of participants, operatedhective investment scheme
of one or several types and by one or several nasipsescribed.

(2) The scheme manager shall, prior to operatimgscheme pursuant to

Sub-section (1), make an agreement with the depgsas prescribed.

Board may revoke permission: (1) The Board may revoke the permission

granted under Section 72 to operate a collectivestment scheme on any of
the following circumstances:-
(@) In the event of failure to fulfill the necesgderms and conditions
of operation in a satisfactory manner,
(b) In the event that it is not appropriate to ttmre such a scheme
upon considering the interest of participants,

(c) In the event of violation of this Act or theules or Bye-laws
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framed under this Act or provision of any falseadlstto the Board
in respect of a scheme by the scheme manager amtefiository.

(2) In revoking the permission pursuant to Clafgeof Sub-section (1),
the Board may hold necessary inquiry with the ngenadepository, and
director related with such scheme or relevant eygd.

(3) In revoking the permission given to operatscheme pursuant to
Sub-section (1), the Board may, having regarch&ibhvestment and return of
investors, get that scheme to be operated by #mr acheme manager or get
accounts settled or cleared by refunding the invest and return of the
investors of such scheme.

(4) The procedures required to be followed irstig the operation of
the scheme and settling or clearing the accounthdorder of the Board shall
be as prescribed.

Other provisions reation to operation of collective investment

schemes: (1) Other provisions and operational proceduresiired to be made

and followed for the operation of a collective istraent scheme to be operated
by a scheme manager in consonance with the insepégarticipants shall be as
prescribed.

(2) The Regulation shall contain the followingtiees in relation to the
operation of a collective investment scheme:

(a) Procedures and terms relating to the regstratnd permission of
the collective investment scheme,

(b) Statute of the collective investment schemactions and duties of
the scheme manager and depository and rights alighiobns of
participants,

(c) Promotion of the unit, market management asttibolution,

(d) Issue and discount of unit,

(e) Other provisions relating to depository sez\amd scheme,

() Regulating and managing the provisions refatm



loans and advances of the collective investmdmntrse,

(g) Provisions relating to the maintenance of rdsan such manner as
to clearly reflect the transactions and
financial situation related to the collective istent scheme and
provisions relating to inspection of such accouatsd other
necessary accounts and records,

(h) Periodic reports relating to the collectivesastment scheme and
submission of such reports to the participanthefscheme and the
Board,

() Fees, remunerations and charges to be cadldotethe provision of
the service referred to in Clause (e),

() Management of investment and loan of the fafidhe collective
investment scheme.

(3) In making the regulation incorporating the pstns referred to in
Sub-section (1), in relation to the operation oé thollective
investment scheme, such regulation may provide dibferent
provisions for different types of collective inve®nt schemes.

Chapter-7

Oper ation of Securities business

76. Business standards: Securities business person shall, in carrying an th

securities business, observe the following busipesciples:-
(a) To maintain the operation of securities busnfssr and of high
standards,
(b) To carry on the securities business with pragelts, care and hard
working,
(c) To keep on the higher standard of stock excesing

(d) To obtain information from customers as to itlwdjective to make
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investment and provide services accordingly,

(e) To provide such information and advice as mayréquired for
customers to make decision on investment in saesyyit

() To avoid conflicts of own interests with thetenests of customers
and, in the event of the existence of such sitnatio disclose that
matter to customers and carry on the securitiesnéss having
regard to the interest of customers,

(g0 To make such provisions as may be necessaryfulill
commitments made in relation to the securitiesrimss,

(h) To properly maintain records relating to thewséies business,

() To provide for necessary training to employ@esrder to prepare
skilled human resources for the operation of tlwesges business,

() To observe such other principle as prescribedelation to the

operation of the securities business.

Provisions réating to identification of investors, purchase and sale

order, contract note and payment of money: (1) Provisions relating to

obtaining the identification of the concerned istee, opening a customer account,

making transaction of money and concluding an emgent relating to
transactions by any securities business persoor po carrying on the
securities business shall be as prescribed.

(2) Any securities business person shall, upokingaa contract on the
purchase, sale or exchange of securities, makatsact note before the closing
of market on the following day, and where the si@sr business person has
made such a contract as an agent, the original abthe contract note shall be
delivered to the concerned customer and where pacdon has made such a
contract for himself, such a person shall menti@t matter in the contract note
and retain the note with him.

(3) The contract note referred to in Sub-sec{@®nshall containjnter

alia, the following matters:-
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(a) Type of securities business and place wherédn ducsiness is
operated,
(b) Where the securities business person him/Hehsel acted as the
principal, details thereof,
(c) Name and address of the person to whomdheact note is
given,
(d) Date of the contract and date on which thetrest note is
prepared,
(e) Description and quantity of securities,
(H  Per unit value of securities,
(g) Description relating to consideration padgalnder the contract,
(h)  Amount or rate of commission payable urtlercontract,
() If any fee is chargeable, the rate of suck &nd description
pertaining thereto,
() Day on which account is settled or cleareel
(k)  Such other matters as prescribed.

Accounts to be maintained by securities busness person _: (1) A

securities business person shall, maintain accamtsecords in such manner
as to adequately support the transactions in se&surand clearly reflect the
financial condition of the transactions done by iien. While preparing the
balance sheet and profit and loss account, it fiegtirepared in such manner as
to reflect the actual affairs.

(2) The accounts and records maintained by arisesubusiness person
pursuant to Sub-section (1) shall clearly and mlisly reflect the moneys paid
by his/her customers wishing to purchase securit@sthe purchase of
securities and distinctly reflect the accounts etuwsities and records, as
prescribed.

(3) A securities business person shall prepacenaaintain the accounts

and records maintained pursuant to Sub-sectioar(1)
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(2) and relevant financial statements and repargsich manner as prescribed.
(4) A securities business person shall maintagnaccounts and records
to be maintained pursuant to this Section in suanmar so that such accounts
and records can subsequently be examined or irespeetsily by the Board or
the inspector appointed by the Board or the auditothe concerned stock
exchange if the Board or such inspector or auditastock exchange desires to

make such an examination or inspection.

Insurance to be made: Each securities business person licensed to carry o

the securities business, other than an agent, ghadlure insurance of the

business to be carried on by him/her, as preschigetie Board.

Auditor _to be appointed: (1) A securities business person shall appoint an

auditor from amongst the auditors enlisted byBbard.

(2) Any director, shareholder, officer employeepartner of a securities
business company or body shall be deemed disgehlid be appointed as the
auditor of that securities business company oxbod

(3) A securities business person shall give mftion, indicating the
name and address also of the auditor appointat toythe Board within seven
days from the date of such appointment.

(4) If a securities business person removes amjta from office or
such an auditor resigns from office, the secwitieisiness person shall give
information thereof to the Board within seven ddg@m the date of such
removal.

(5) Notwithstanding anything contained elsewhene this Act, no
employee of a stock exchange shall be eligiblbet@ppointed as an auditor of

any securities business company or body.

To maintain_roster of auditors: (1) For the purpose of appointment of

auditor pursuant to Section 80, the Board shalpare a roster of auditors
having the prescribed qualification from amongst studitors registered under

the laws enforce.
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(2) An auditor who wishes to be enlisted in thetie@pseferred to in Sub-
section (1) shall make an application to the Boaslprescribed. An auditor
who is so enlisted shall submit to the Board sucforimation as may be

specified by the Board.

Submisson of accounts and statements: (1) A securities business person

shall submit the audited profit and loss accountatice sheet and cash flow
statement and other necessary financial statemele&rly reflecting the
operational affairs of securities business cargadin the preceding financial
year to the Board and the concerned stock excharthen three months from
the date on which such a fiscal year is expired.

(2) If a securities business person fails to sulihe accounts and
statements pursuant to Sub-section (1) and makegpp@lication, accompanied
by the reasonable grounds for such failure, toBbard for the extension of
time limit, the Board may extend the time limit @period not exceeding three
months. In the event of failure to submit such acts and statements even
within the period of time limit so extended, thed8d may fine such securities
business person with a sum of five thousand to tyvieve thousand rupees.

(3) Notwithstanding anything contained in Subtgec (1) or (2), a
securities business person who is not able to gudirnounts and statements by
the reason of not having them audited within tmeetilimit may submit un-
audited accounts and statements on the conditiosubmission of actual

accounts and statements audited subsequently.

Report to be made by enlisted auditor to Board: If an enlisted auditor, in

auditing the accounts of a securities businessoperfinds that such securities
business person has violated the financial Byes)lathne auditor shall prepare a
separate report thereof and submit it to the Board

Chapter-8

Regulation, M onitoring, Inspection and Inquiry
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To requlate and monitor: (1) The Board shall have full powers to regulate

and monitor all activities relating to securities the development of capital
market and interests of investors.
(2) The Board may, on its own or by delegatiny af the powers
conferred to it to any one else, regulate and tognor cause to be
regulated or monitored, the activities relatingséurities to be carried out by
the stock exchanges, securities business personalf@gents of the securities
business person and bodies corporate which haeel liseir securities.

To inspect and inquire (1) For the purpose of carrying out regulation and

monitoring pursuant to Section 84, the Board mawyite® own or by delegating
any of the powers conferred to it to any one eserequired, make, or cause to
be made, inspection or inquiry in relation to wiestlor not the stock
exchanges, securities business persons, formaltsagénsecurities business
persons and bodies corporate which have listed sesurities have complied
to this Act or the Rules, Bye-laws and directivesnfed under this Act or
orders or directives issued thereunder, in the soif carrying out activities
relating to securities.

(2) In making inspection and inquiry pursuantstabsection (1), the
Board or the authorized person may inspect andir|eadnto any information,
data, documents, records and statements held by ctincerned stock
exchanges, securities business persons, formaltsagd securities business
persons and bodies corporate which have listed ¢leeurities or inquire into
any concerned persons or record their statements.

(3) After making inspection and inquiry pursuamtsubsection (2), the
Board shall prepare and retain a report theredfeM inspection and inquiry
has been made by a person authorized by the Beacl,a person shall prepare
a report of such an inspection and inquiry andrsulh to the Board.

(4) The procedures to be followed in making ind@® and inquiry

pursuant to Sub-section (1) and the manner tolb@ved in preparing a report
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to be submitted after such inspection and ingsiigll be as prescribed.

To demand infor mation, data and statements: (1) The Board, in making

inspection and inquiry pursuant to Section 85, rgr person authorized to make
inspection and inquiry or the investigating authyorin making investigation
pursuant to Section 103, may demand the productiicany such information,
data and statements as deemed necessary in theecotirinspection and
inquired by the concerned stock exchanges, sexsibtisiness person, agents of
securities business person and bodies corporatehwhave listed their
securities.

(2) For the purpose of regulating and managing ttaesactions in
securities, the Board may demand the productioangfinformation, data and
statements related with securities or securit@smisbction from the stock
exchanges, securities business person, formaltsagg#nsecurities business
person, bodies corporate which have listed thesusties, bodies settling and
clearing transactions in securities and depostori

(3) It shall be the duty of the concerned stogkh@anges, securities
business person, formal agents of securities bssiperson, bodies corporate
which have listed their securities, bodies segtliand clearing securities
transactions and depositories to produce the emtidata and statements
demanded pursuant to Sub-sections (1) and (2).

(4) The Board, in making inspection and inquityquant to Section 85,
or any person authorized to make inspection andimcpr the investigating
authority, in making investigation pursuant to &stt103, may take the
custody of any such information, data, recordstestants and equipment as
deemed necessary.

To issue orders or_directions. (1) The Board may, upon considering the

policies, directions of the Government of Nepad tlondition of capital market
and the interests of investors, issue necessamrom directions to the stock

exchanges, securities business persons, formaltsagénsecurities business
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persons and bodies corporate which have listed Hemurities to do any act
required to be done under, or to refrain from dang act prohibited under, this
Act or the Rules and Bye-laws framed under this, Aot relation to the
securities transaction.

(2) Based on the inspection and inquiry reportnsitied pursuant to
Section 85, the Board may direct the stock excésngecurities business
persons, formal agents of securities businesopsrdodies corporate which
have listed their securities or the directors anp®yees of such bodies
corporate to do or refrain from doing any act unithes Act or the Rules and
Bye-laws framed under this Act or revoke the region of securities or
suspend or revoke the license issued by it urdeAct.

(3) It shall be the duty of all the concernedotuserve any orders or

directions issued pursuant to Sub-section (12)pr (

L icense may be suspended: (1) If any stock exchange or securities business

person does any act in contravention of this Acthe Rules and Bye-laws
framed under this Act or does not observe any oodetirection issued by the
Board or does not perform activities required topleeformed by it, the Board
may, having regard to the interest of investorspeud the license obtained by
such a stock exchange or securities business pdosaperate the stock
exchange or securities business specifying a ogpexiod.

(2)  No suspension of license made pursuant tesgation (1) shall
have any effect on any liabilities arising from aagtivities done by such a
stock exchange or securities business person poicthe suspension of a
license.

License may be revoked: (1) The Board may, on any of the following

circumstances, revoke a license obtained by amgkséxchange or securities
business person to operate the stock exchangecuoritees business under this
Act:-



(@) If one stops operating the stock exchangeaurities business,

(b) If one operate the stock exchange or secsribasiness in
contrary to the interest of investors,

(c) Ifone violates the terms set forth in ticense,

(d) If one violates this Act or the Rules angeB -laws framed
under this Act,

(e) If one fails to observe any order or direntissued by the Board,

(H If one becomes insolvent being unable to remagdit to
creditors,

(g If the company or body having obtainedcarise to operate the
stock exchange or securities business is wound up,

(h) If the stock exchange or securities businesssgn having
obtained a license to operate the stock exchangeaurities
business makes an application for the revocatianlmiense,

(i) If the securities business person who hasorsd an agent
appointed by it does not appoint another agenieun df such an
agent,

() If one fails to submit such financial andrisaction related
statements as required to be submitted to he Board,

(k) If one fails to pay such fees as requireddopaid pursuant to
Section 50 to the Board within the time limit sged by such a

Section.

(2) No revocation of a license made pursuamsiub- section (1) shall have
any effect on any liabilities arising from any adies done by such a stock exchange

or securities business person prior to the carneailaf license.
Special powers of Board: (1) The Boar may exercise the following special

powers for the purpose of regulating and managdnegsecurities transactions,
having regard to the development of capital maaket interests of investors:

(@) In the event of the failure of any body corperhaving made



(b)

(©)

(d)

(€)

(f)

(9)

(h)

(i

()

public issue of securities to call its general nmegtas required
to be called under the laws in force, within the@fed time, to
order such a body corporate to call the generatingge

In the event of the failure of any body comer having made
public issue of securities to allot its securitiasthin the
specified time, to order such a body corporateetiund the
money paid for such securities,

To direct the concerned body corporate tosealny securities or
to stop transactions of any securities,

In consultation with a stock exchange, to ésan order to close
the stock exchange for a maximum period of fivesjay

To issue a direction, also indicating the eotg to be amended
in the Bye-laws of the stock exchange and spedgfarcertain
period, to amend the Bye-laws within such periodoader to
issue a new Bye-laws, as required,

To get the financial statements and financeggorts submitted
by any corporate body having issued securitie ssanydsecurities
business person to be reviewed or examined by atseuxperts,
as required,

To direct any corporate body having registeatesr securities to
make correction in the management, financial aearents and
other related provisions of such a body,

To direct the concerned stock exchange touetsire its board
of directors,

In the event of receipt of information on aagtion taken by the
stock exchange against its member pursuant to dseé&, to
take appropriate action against such a member \wkeethe
license of such member,

In the event of violation, in the course ofrigang activities



relating to securities, of this Act or the RulesdaBye-laws

framed under this Act or orders or directions isshe the Board
thereunder by any stock exchange, securities asperson and
any director or employee of any body corporate Wwitas listed
its securities, to order the concerned stock exgbasecurities
business person or body corporate which has lisdesecurities
to institute necessary action against such a directr an

employee,

(k) In the event of failure of any stock exchangecurities business
person or body corporate which has listed its seesirto have audit
within the specified time or otherwise to appointaaditor, to appoint
an auditor to examine and audit the accounts, hamlsh and in-kind
properties, as well, of such stock exchange, dgesitiusiness person
or body corporate which has listed its securities.

(2) It shall be the duty of all the concernecttonply with any order or
directions issued by the Board in exercise ofdpecial powers referred to in
Sub-section (1).

(3) The concerned body shall bear the remuneradib the auditor
appointed under clause (k) of Sub-section (1).

(4) The Board shall make public, as prescribbd, details of activities
which it has carried out in relation to the reguat monitoring, inspection and
inquiry of the concerned bodies corporate and rsaecgsdetails in relation to
whether the concerned bodies corporate have codnpligh the orders or
directions issued by the Board under this Act erRules, Bye-laws or manuals

framed under this Act or not.
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Chapter-9

Offenses Relating to Insider Tradingin Securities and Tr ansactions of

Securities and Punishment

Ingder _trading: (1) If any person deals in securities or causes ather

person to deal in securities on the basis of asiden information or notice that
are unpublished or communicates any informatiomaiice known to such a

person in the course of the discharge of his ordugies in manner likely to

affect the price of securities such a person shalldeemed to have been
committed an insider trading in securities.

Explanation: For the purposes of this Sub-section, "insiderrmgtion
or notice" means any such specific kind of inforimrator notice not published
by a body corporate issuing any securities as negdpable of affecting the
price of such securities if such information orio@tis disclosed.

(2) Notwithstanding anything contained in Sub-sacti (1), any
transactions already carried on shall not be deamée affected at all merely

by the reason that an insider trading has been dtbetn

Personslikely to beinvolved in insider trading: For the purposes of this

Act, the following persons shall be deemed to lmsdéhwho have access to the
insider information or notice not published by &wody corporate:
(@) A director, employee or a person, who caniokday information
or a notice in the capacity of a shareholder of blealy corporate,
(b) A person who can obtain any information or &ia®o in the
capacity of a professional service provider to thaty corporate,
(c) A person who can obtain any information oraice having a
direct or indirect contact with the person or seuas specified in
Clauses (a) and (b).

Information or notice deemed to have been made public: On any of the

following conditions, any information or noticeadhbe deemed to have been

made public:
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(a) If any matter has been published with inteninform the investors
and their business advisers in accordance withByelaws of a
stock exchange,

(b) If there is a provision made under the lawt tie general public
can see an information or a notice contained inraogrds,

(c) If there is a provision that any person degirio deal in securities
is escorted to the business room of a stock exe&handhat such a
person can know such an information or a notice,

(d) If there is a provision that any person degjiio obtain or see such
information or notice or get a copy thereof canaoband see the
same,

(e) If it has been communicated to any specifisgl out of the general
public,

(N If there is a provision that information car bbtained only upon
payment of fees or if such an information or a c®thas been
published outside Nepal.

False trading: For the purposes of this Act, if the following tmagdl is done,

such a trading shall be deemed to be a fake e tedding:
(a) The actual ownership is not changed, eveaghaohe purchase or
sale of securities is done directly or indirectly.
(b) An offer is made to purchase or sell secwibe the line of same
price upon knowing the price offered by another &ale or

purchase.

Fluctuation in price If an person causes stability, increase, decrease o

frequent change in the price of securities by dangausing to be done a fake
or artificial or false trading, such a person shedl deemed to have caused
fluctuation in price.

To affect stock exchange: If an person individually or in association with

others commits any of the following acts to afféatectly or indirectly the



transaction in securities, such a person shalldemed to have affected the
stock exchange:

(a) To increase the market price of securitieseddoy any company
with the intent to encourage others to purchasesall the
securities or to avoid the purchase or sale of saechrities,

(b) To decrease the market price of securitiesedly any company
with the intent to encourage others to purchasesall the
securities or to avoid the purchase or sale of saechrities,

(c) To stabilize the market price of securitiesiesd by any company
with the intent to encourage others to purchasesall the

securities or avoid the purchase or sale of suclrges.

97.  Tosupply mideading statements: If a person intentionally commits any of

the following acts to encit others to purchasesell securities, such a
person shall be deemed to have committed an amisi¢ading:-
(a) To make or publish any statements or projaatedated statements
with knowledge that such a statement is false,@adihg or fake,
(b) To hide any fact or information with malafiohention,
(c) To make or publish a false or misleading statet, promise or

projection withmala fide intention.

98. Fraudulent transction: If a person intentionally commits the following

transaction with intent to purchase, sell or exgeasecurities from, to or with
any other person, such a person shall be deemiealveo committed fraudulent
transaction:-
(@) To make any technology, plan or commit any tactdefraud
others, or
(b) To get a person to do any act or be engageanynwork by

misrepresenting such a person.
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Prohibition on transaction of securities by fraud or

misr epr esentation: If a person knowingly induces to other to purchaissale

the securities or causes to be reduced, increasestabilized the price of

securities on the basis of statement that suchtansent is false or misleading
or that any statement has become or misleadingdyeason that any matter is
omitted from or hidden or not included in such @esnent, such a person who
does or causes to be done such act shall be dderhede done transactions in

securities by fraud or misrepresentation.

Destroy or concealment of documents, statements or records No person

shall destroy, forge, conceal any documents, seiesnor records demanded by the
Board or the authority authorized by the Boardhi tourse of inspection and inquiry
pursuant to Section 85 or any documents, staten@ntecords demanded by the
authority designated to make investigations purst@rSection 103 in the course of
investigations or any such documents, statementseoords as required to be
maintained by that person under this Act or theeRudr Bye-laws framed under this

Act or shall aid and abet the commission of su¢h ac

Punishment: (1) A person who commits an insider trading asrrefé to in
Section 91 shall, upon being convicted of the cféef insider trading, be
liable to the punishment with a fine equal to theoant in controversy or with
imprisonment for a term not exceeding one year it aoth punishments.

(2) A person who commits any act referred to éct®ns 94, 95 and 96
shall be liable to the punishment with a fine dfyfithousand rupees to one
hundred thousand rupees or with imprisonment féeren not exceeding one
year or with both punishments, and where any ore dudfered any loss or
damage from such an act, such loss or damage d@msoabe recovered.

(3) A person who commits any act referred toecti®ns 97, 98, 99 and
100 shall be liable to the punishment with a fifeooe hundred thousand
rupees to three hundred thousand rupees or withigsorpnent for a term not

exceeding two years or with both punishments, ahdrevany one has suffered



any loss or damage from such transactions, suchdoslamage shall also be
recovered.

(4) If any one knowingly or witimala fide intention, does not maintain,
make, prepare or submit such accounts, books,nstails, reports, notices,
information or similar other documents as requitedbe maintained, made,
prepared or submitted under this Act or the Rule®ye-laws framed under
this Act within the time specified for the maintewa, making preparation or
submission of such accounts, books, statementsrtsgmotices or information
or if one makes, prepares or retains false statmr@ndocuments, the Board
may punish such a person with a fine of fifty them rupees to two hundred
thousand rupees.

(5) If any one knowingly commits any act in cavention of this Act or
the Rules or Bye-laws framed under this Act or ahgers or directions issued
under this Act and thereby causes any loss or dartagny body corporate,
stock exchange, securities business person ortorydke Board may punish
such a person with a fine of fifty thousand rupé@swo hundred thousand
rupees. If any one has suffered any loss or danfrage such act, the Board
may also cause the recovery of compensation foahldss or damage.

(6) If any one issues securities, carries onawses to be carried on a
stock exchange or operate or causes to be opesatedties transaction in the
capacity of a securities business person withdditlifug such requirements as
required to be fulfilled under this Act or the Raller Bye-laws framed under
this Act, the Board may punish such a person wittna of fifty thousand
rupees to one hundred fifty thousand rupees.

(7) If any person violates this Act or the RuteBye-laws framed under this
Act or any orders or directions issued thereundemg terms and conditions specified
by the Board or fails to do any such act as reduicebe done by such a person or
commits any such act as required not to be doreBtlard may punish such a person

with a fine of twenty five thousand rupees to sayéive thousand rupees.
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Government of Nepal to be a plaintiff: The cases relating to the offenses
referred to in Sections 91, 94, 95, 96, 97, 98a8& 100 shall be state cases to

which Government of Nepal shall be a plaintiff.

| nvestigation and filing of a case: (1) If a complaint is made by any one that
any one has committed the offense referred to ati@es 91, 94, 95, 96, 97, 98,

99 and 100 or the Board receives in any mannenfanmation relating to such

an offense or the Board believes that any one basitted such an offense,
the Board may designate any officer as an investigauthority to conduct
investigations of the case relating to such annsie

(2) The investigating authority designated punsua Sub-section (1)
shall conduct investigations as prescribed inti@lato such an offense and file
a case in the concerned District Court withintyhiive days after the date of
completion of investigations.

(3) The investigating authority designated punsua Sub-section (1)
may, in the course of conducting investigation, enalkecessary inquiry with,
take depositions of, any person or body relatedh whe offense or demand
necessary documents, statements and records fidmpguson or body.

(4) The designated investigating authority shalh conducting
investigation of and filing a case pursuant to testion, shall obtain advice of
the government attorney.

Investigation _may be conducted upon holding in_detention or

suspension or release on bail: (1) Notwithstanding anything contained in the

prevailing laws, if, in conducting investigatiohany case held to be an offense
referred to in this Act, there is a reasonable gtto believe that any person
against whom action is being taken on the accusatian offense referred to in
this Act may abscond and disappear or it appeatsthiere is any loss of or
damage to any assets, the Board may require spelsan to furnish necessary

bail or guarantee of asset and may hold such ampénscustody in the event of



failure to furnish such bail or guarantee.

(2) If there is a reasonable ground that any peag@inst whom action is
being taken on the accusation of an offense redeirdn this Act may temper
with or destroy any evidence that can be produgadhat such a person or may
obstruct or hinder the investigation of the casudh a person continues to hold
office, the Board may write to the concerned badguspend such a person.

105. Compensation to be paid: If any one has sustained any loss or damage by

the reason of effect in the price of securitieschased or sold by any one as a
result of the commission of an offense punishahbldeu this Chapter, such loss
and damage may also be recovered or realized flmmotfender of such
offense.

106. Appeal: (1) Any stock exchange, securities business pelsody corporate or
concerned person dissatisfied with any punishmeadenby the Board pursuant
to Sub-sections (4), (5), (6) and (7) of Sectiod hday file an appeal in the
concerned Appellate Court within thirty five daytea the date of imposition of
such a punishment.

(2) Any person dissatisfied with any order or dir@c issued by the
Board pursuant to Chapter-8 may file an appeakhe d¢oncerned Appellate
Court within thirty five days after the date of egat of a notice of such order or
direction.

107. Remedies against undue bias: If the Board receives any notice, information

and statement that any enlisted company has coetratty acts or transactions
with undue bias and in a manner to be againstritegasts of its members, the
Board may order such a company to do as follows:
(@) Torefrain from doing such transactions,
(b) To determine procedures for conducting antsteansactions in a
manner not to be against the interests of members,
(c) To appoint a manager or trustee, specifyimger alia, the

functions and duties of such a manager or trusted, on behalf
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of the company, all or any of the acts and tratsas of the
company,

(d) To issue such orders as may be requiredgolate and manage
the activities of the company.

To be disqualified to be a director or general manager: If a director,

general manager or any other person holding thevalgat office thereto is

convicted and punished with the punishment refetoemh Section 101, such a
person shall be disqualified for becoming a directgeneral manager or an
office equivalent thereto in any public limited coamy or a body or a period up

to ten years from the date of such punishment.

Chapter-10

M iscellaneous

Provisions relating to take over of a body corporate or control over a

body corporate (1) If a person or a group of persons or body cargois to

purchase the shares of any body corporate in lumpa@ at several times with
an intention of taking full ownership of such a parbrporate or control over
the management of that body corporate, such tréiosagcn the purchase and
sell of shares shall have to be done in a transparanner.

(2) If any person or group of persons in collabon or any body
corporate purchases or owns more than fifty peragninore than such percent
as specified by the Board, of the shares of anyybmmporate, it shall be
deemed to have been control over the managemerthdopurposes of Sub-
section (1).

(3) The manner in which an offer is to be madethe sale of shares of
any body corporate in manner to acquire the fullnewhip of the body
corporate or have control over the managementebtitly corporate pursuant

to Sub-section (1), process on the purchase arel ;akhares and other
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112.

113.

114.

115.

116.

provisions pertaining thereto shall be as presdribe

A body corporateto reqgister thetransfer of the shares certified by the

stock exchange: If a stock exchange certifies the transfer in iefato any

shares or debentures of any body corporate whigh baen purchased, sold or
exchanged at the stock exchange, the body corpshaik register such shares
or debentures in its register of members in theenamthe transferee of such

shares or debentures.

Trander of securities: Notwithstanding anything contained in the laws

prevailing on companies, the provisions relatingho ownership and transfer of
listed securities shall be as prescribed.

Liaison with Government of Nepal: The Board shall, in liaising with the

Government of Nepal, do so through the Ministryofance.

Government of Nepal may issue directions: The Government of Nepal

may issue necessary directions to the Board frome tio time, in respect of
policy matters such as the development of capiaket and protection of the
interests of investors, and it shall be the dutyhef Board to comply with such

directions.

To rende assistance It shall be the duty of all the concerned to render

assistance as sought by the Board for the reguolam management of the
transactions in securities having regard to theligment of capital market and
protection of the interests of investors.

Saving for the act done in good faith: The Board or any employee of the

Board shall not be personally or collectively resmble for any act or action
which is done or taken in good faith subject testAct or the Rules framed
under this Act.

Power to frame Rules: (1) The Board may, in order to implement the

objectives of this Act, frame necessary Rules wtle approval of the

Government of Nepal,



(2) Without prejudice to the generality of the povwe®nferred by Sub-

section (1), such Rules may, in particular, providatain following matters:-

(a)
(b)
(€)
(d)
(€)

M
(9)
(h)
()

0)
(k)

)

117. Power to frameBye-laws: The stock exchange may, with the approval of the

Securities registration and permission fonasge,

Issue of a license for stock exchanges,

Issue of a license for securities business,

Operation of collective investment schemes,

Terms and conditions of the service of thepleyees of the
Board,

Maintenance of financial operation and acdswf the Board,
Operation of the compensation fund,

Financial source required to be maintainedéégurities business
person in relation to the operation of securibigsiness,
Accounts and records of money paid by custsner the
purchase of securities,

Suspension of listing, delisting or transédrsecurities,

Other necessary provisions to regulate andagea the activities
of the stock exchange and persons involved in seurities
business by regulating the issue, purchase, saleechange of
securities and to protect the interest of investor development
of the capital market,

Taking over the ownership by purchasing skamelump sum or
at several times with intent to control the mamaget of

companies.

Board, frame necessary Bye-laws on the followindtens, subject to this Act

and the Rules framed under this Act:

(a) Listing of securities and transactions otlissecurities,

(b) Membership, membership fees, professionatetbii members,

(c) With a view to operate the stock exchange faimand transparent



manner, provisions relating to the service and wohdof
employees and market inspection and monitoring.

118. To frameand enforce directives:(1) The Board may, subject to this Act and

the Rules framed under this Act, frame and enfalipectives on the following
matters for regulating transactions of securities;

(a) On securities registration and issuance pelomss

(b) On securities issuance and sales arrangements,

(c) On securities allotment,

(d) On professional ethics,

(e) On other matters relating to the regulation t@fnsactions of

securities.

(2) It shall be the duty of all the concernedatnde by the directives framed
by the Board pursuant to Sub-section (1).

119. Effect of inoperativeness of the Securities Ordinance, 2005: With the

Securities Ordinance, 2005 being inoperative, wndedifferent intention appears, the
inoperativeness shall not,

(a) Revive anything not in force or existingtlag time, at which the
Ordinance became inoperative,

(b) Affect the matter in operation as per the i@adce or anything
duly done or any punishment suffered there under,

(c) Affect any right, privilege, obligation or ability acquired,
accrued or incurred under the Ordinance,

(d) Affect any penalty, punishment or forfeitureurred under the
Ordinance,

(e) Affect any action or remedy made or takerespect of any such
right, privilege, obligation, liability, penalty ropunishment as
aforesaid; and any such legal proceeding or renmedy be
instituted, continued or enforced as if the Ordoe were in

force.



