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,1. The smcoth recovery process would resuk in 8ro*th of hcalth]"

credit culture in the country, reduce risks ofdelault and wriling olTofloans and

would also create adritional l'unds for lending to ncw scgmcnts of borrowers.
These measures taken togcthcr would stabilizethe financialsystem alld contribute
to sustainable econorLic growth in the country.

5. This Bill is desiSned to achie!e the aforcsaid purpose

SENATOR MOHAMMAD ISHAQ DAR.
Minisler lor Finance, Rewnue, Economic

AlJairs, Statistics und Privatization.

Ministcr-ln-Charg€.

Pursuant to ru1..235 (4) ofthe Rules ofProcedure and Conduq ofBusiness
in lhe National Assemrly, 2007, the following repon ofthe Slandirg Committee,
presented ro the Assembly on l4th March, 2016 is publishe,l lbr information:

REPORT OF1'HE STANDING COMMITTEE ON FTNANCE,
R.EVENUE, ECONOMIC AFFAIRS, STATISTICS AND
PRIVATIZ,\TION ON THE DEPOSIT PRoTf,CTION

CORPORATION BILL, 20I5

l, Chairman ol the Standing Committee on Financc, Revenue. Economic
Affairs, Slatistics and Privatization have the honuor ro present this repon on the
Bill to provide for thi eslablishment of Deposit Protection Corporation, as a
subsidiary of the Stalc Bank of Pakistan, and for the mlna8emcnt and control
thereof [the Deposit Piotection Corpomtion Bill, 2015] rcl'erred to the Standing
Committee on 25- I l-2 )l5.

2. The Commitlee comprises the follorvinS Members:

(l)

(2t

(3)

(4)

Mr. ,lstuer Ahmod Sheikt

Mr. S aeed Ahrned Khan Manais

Rana Shamim Ahmed Khan

Mr DaniyalAziz

ChairmLn
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(s)

(6)

(1)

(8)

(9)

(r0)

(t r)

( l2)

(t3)

( t4)

(r5)

( l6)

(17)

(18)

( l9)

(20)

(2t)

Mr. Muhammad Penaiz Malik

Sardar Muhammad Jaffar Khan l,eghari

Ms. Shahzadi Umerzadi Tiwana

Mr. AIam Dad Laleka

Sheili Fay,'..az-ud-Din

MianAMul Mannan

Ms. Shaza Fatima Khawaja

Ms. t€ila Khan

Syed Naveed Qamar

Dr Nafisa Shah

Syed Muslafa Mehmud

Mr. Jehangir Khan Tareen

Mr. Asad Umar

Mr. Muhamrnad A li Rashid

Mr. AMul Rashid Codil

Mr. Aftab Ahrnad Khan Sherpao

N{r. Muhammad lshaq Dar,
Minister for Finance, Revenue, Economic
Affairs, Statistics and P.ivatization

Member

Menhet

Member

Member

Member

Member

Member

Member

Exafficio Member

3. The Committee in its meetings held on 24th February ard 04th March,
2015, considered the above Bill in detail and appmved the same The Committee
unanimously recommends that the Bill as introduccd in the National Assembly
placed at AnDer-A, may be pass€d by the National Assembly.

sd/-
ABDUL JABBAR AI,I,

Secrelary
Natronal Assenbl)t Secreta at

sd/-

QAISER AHMAD SHEIKH,
Choir an

Stunding Connittee on

Fino ce, Rewnue, Econonic Affairs,
Slalisl ics and Pt i|alizat ion.

N ti,tB,1t), the |lth March, 2016
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AI.us4

[As ]tEpoRrlD By rHE STANDINC CoMM'rrr.rl

BIL

b pn'vide Io. the .stablishnent oJ Deposit Prctectron Corporutio4 as a
stdsidiury oj the :'tate Dank of Pakistan, ond r'r the n.lnagenent ond

control thercol

WHEREAS it is (xpedicnt 1o provide for the estahlishment. management and
conlrol of Deposit Prctectlon Corporation, as a subsidiary of the State Bank of
Pakistan, for protection ofsmall depositors in order to cnsur€ thc financial stability
ol and ma inta in the pu rl ic trust in, the financial system, and for matters connected
thcrewith or ancillary therElo;

It is hereby enacted as follo\ls:-

CHAPTER.I

PRf,LIMINARY

l. Stort tille, extent snd commenccmcnt.-{ I ) This Acl may be
called the Deposit Protoct ion Corporation Ac! 20 I 5.

(2) k extend! to thc wholc ofPakislan

(3) It shall ccme inlo force at once.

2. Defiritior,ts.-ln this Act, unless there is anything repugnant in the
subject or context -

(a) "banking company" has the same meaninS a-s defined in section 5 of
the Bank i1g Companies Ordinance, 1962 (l,V ll of 1962);

(b) "Board" rleans the Board ofDirect()rs ofthc Corporarion;

(c) "Chairmat" means the Chairman oflhe Board;

(d) "Drector" mcans a mcmber ofthe Boardi
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(e) 'Corporation 'means the Deposit Protection Corporalion cslablishcd
under suEsection ( l) ofsection i;

(0 Failed hstitution" means such mcmb€r institution that has b€en nolificd
by the State Bank under sub-scction (l) of section 2l;

(g) "Governol' means thc Govcruor of the State Baok and includes an
ActingGovemor;

(h) "Managing Director" means the Managing Director appointed under
scction l2i

(i) "Member lrlstitudon" means a banking mmpany or a fmancial institution
wh ich is notified by $e CorporatDn as a member institution aod which
is requiredto pay premium to lhc Corporation underthe provisioosof
thisAct;

0) 'Prescribed" means prescribed by rules or regulations made under
thisAct;

(k) "P.otected Deposit" mcans thc dcposit protected under section ?,

subject to exceplions under scclion 8;

(l) 'Regulahons" means regulations made underthisAct;

(m) ' Rules" means rules madc undcr this Act;

(n) ' Seal" means the common seal ofth€ Corpomtion; and

(o) "Srate Bank" means the State Bark of Pakistan established undcr the
Sratc Bank ofPakistan Act, 1956 (XXXIU of 1956).

CHAPTER .II

ESTABLISHMENT AND OPERATION OF THE CORPORATION

3. Esteblishmetrt of the Corpor.tior.-< I ) On the commenc€menr
ofthis Act, there shall b€ eslablished a Corporation to be called Deposit Procction
Corporation.

(2) Th€ Corporation shallbe a body corporate having perpetual succ€ssion

and a scal and shall, by the said name suc and bc sued.
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(3) Ihe head omcc o f the Corporation shallbc siluated in Karachi: itmay
shift the head office ard cstablsh omces in Pakistan t\ith the prior approlal, in
writing, ofthc State Bank

4. Corporetion to be { subsidiary of lhe State Bank.- The
Corporation shall be a: ubsidiary ofthe State Bank.

5. Objectire of the Co rpor. tion.-( t ) lhe objectivc of the
Corporation is to coml)ensatc the depositors for losses incurred by thcm lo the

extent o[ protected derosits in the evenl of failure of a member institution as

notified by the State B;rnk under sub-sccli()n ( l) ofseclioi 21.

(2) All banks scheduled under suEsection (2) ofseclion 37 oflhc Stale

Bank of Pak islan Act, 1 95 6 ()gXI II o f I 956), unless exe mpted or excluded by the
Board, shall compu lsori y he member instil Lrtions ofthe Corporation and liabletopay
the prescribed premiunr.

6. BusiDess rnd furctioDs of the Coporstior.-The Corporation,
underthe overall suf,erv ision and control ofthe Board- may lranMct and csrry on all
or any of the following Iunctions, namcly:-

(a)

(b)

(c)

(d)

collect pr€ niums and conldbutions iiom memter institutions and oders;

acquirc, h)ld, manage, and invest resources ol the Corporalion:

receive Srrnts and torrow moncys;

assess anrl vcrify claims of the deposilors made against lhe failed
institution.

(e) make ororuse to be made payments to the depositoBtothe extent of
protected deposils;

(f) recover piLymcnts made on account of protected deposits from the
assets of firiled institutions:

(g) incurany (,xpenses conceming its funclions;

(h) enter into any contracts or other arangements or aay hnancial or
other tmn-.actionst

(i) issue guarimtees and indemnitics;

(j) purchase, hold, manage, lcasc. cncumber, ransfer, and disposc ofafly
property a rd assets;
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(2) The above amount shall bc inclusive ofany interest accrued or retDm
due as at thc datc of the nolification o{ thc Stale Bank under sub-section (l) of
section 2l.

(k) h ire, employ, or retain any person(s) as an employcc, agcnl, or comul]3nt
on full time, temporary or on deputation basis and make necessary
regulations for the terms and conditions oftheir service:

(l) crcatc awareness among g€neml public and depositors about the
deposit proteclion scheme as contained in this Acl; and

(m) carry on any business. dischargc any firnctions and exercise powers
as are rccessary for, incidental lo, or in connsction with, thc allairs of
the Corporalion, or any other ac! or deed deemed hy the Board to be
in the interest of the Corporahon or for the advancement of the
purposes ofthis Act.

7. Prutected Dcposits.--11)The Corporation shall guarantee the full
payment olfunds held in depositor's accounts rvith a member instilutio , rcgardless
ol-the number and size of the deposirs, up to an amount Prcscr;bed by the
Corporation from time totime.

(3) Srrdrid, compliant mechanism of deposit protection in respect of
lslamic baoking ins(itutions shall be provided inthe Prescribed manner\rhich shall
be approved by State Bank's Sralk , Board.

(4) Wilhin ninely days of its commencement of business, lhe
CorpoEtion shall publish, in at least trvo daily newspapem having wide circulation,
the guarantee amount as provided ulder sub.sectioo (l) ofthis section. Any
subsequent changc in the guarantee amount shall be in same way published in
twg daily nes,spapers having wide circulation.

8. Exceplions,-{l) Protectcd Deposits shall not cover the deposits of, -

(a) persons who have be€n granted preferential inlercsr or rerunr in
deviation from the terms and conditions announccd by a Memb€r
Institution which the MeDlher lrrstitution is obli8ed to apply to all its
dcpos itors of similar calegory.

(b) membcrs of the Board of Dirccto.s and senior management of a

membcr institution including chief executive officer and ke,y executives;

(c) panncrsofauditingfirmsnrsponsiblc tocerdry the Membcrlnstihnions
financ ia I slarements:
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(d) persons lEving acquired rrghts to a deposrr aher the issuance of Srate

Bank's notification under sub-s€cdon (l ) ofsection 2l ;

(e) spouse, (lependcnt Iincal asccndanls and dcsccndants and dcpendent
brothers and sislers of thc persons specified in clauses (b), (c)
and (d):

(f) any Merrber lnslihrtion rvhosc deposits arc in its name and on is

(g) gorrmment or gov€mment institutions:

(h) any company es defined undcr thc C(rnpanies OrCinan(!, 1984 (XI-VII
of 1964) or

(i) any other class ofpersons or instilutions as spccificd by rhc Board
fiom tim. to time:

Prov ided that where lhc Board specifically excludes ary class of
persons or instilulionr such decision shall be published by rhe
Corporalion in two daily ne\yspapers havi g wrdc circulation:

(2) Protectc(ldcposits shall not covcr dcposils arising ou{ oforrelaled to
transactions or actions constiluting 'moncy launrlering' within the meaning ofthe
Anti-Money LaundenrgAcl. 2010 (VII of20l0), ifthe offender has been convicted
of such offence.

9. Sharc c{pitrl and limiled Iirbility,-{ I )The authorizcd share capital
oflhe Corporation sh,rll be onc billion rupees or such other amount as the State
Bank may. from time t(, time. determinc by order in writing and shallbe divided into
shares ofone million rirpecs each

(2) The paid.up capitalofrhe Corporation shall he such amount as may,
from time to time, by oder in writing dctcrmincd by thc State Bank and contributed
by the shareholders.

(3) The sha,r capilal may be divided i,rro diftarent kinds and classes as

may be prescribed.

(4) The liabi ity ofshareholders of thc (torporatio ir shall be limiredro the
amount. ifany, not fully paid,up or thc \harcs hcld by them in rhe capiral ofthe
Corpot'ation-
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(5) No dividend shallbe payable to rhe shareho lders of thc Corporation.

10. Boerd of Dirertors.-<l) The gcncral supcnnrendence, direclion
and managemcnt of the affairs and business of the Corporation and overall
policy making in respect of its operations shall vest in rhe Board which may
exercisc all such powers and do all such acts, deeds and lhings that may be
exerciscd or done by the Corporalion.

(2) The Board shall consistofthe following scvcn drrecrors, namely:

(a) a Deputy Govemorofthe Stare Bankas nominatcd by the SrateBa-nk;

(b) four Directors to be appointed on the nomrnation by Federal
Covemmcnt in consultation wirh rhe Statc Bank. The directors so
appointed shall have knowledge of banking, commerce, industry
economics, hnancc or law and neither of rhese dircctors shall be an
oflicer of the Fedeml or a ProvincEl Covemment or of the Stare
Bank or an employee or director or shareholder of the Member
InstiEtioni

(c) one Direcror. aaofficialofthe Minislry ofFinancc, to be appointed on
the recommendalion ofthe Fede.al Covemrhent: and

(d) the Managing Director

(l)'Ihe Directors appointed uIdcrclause (b) of sub-sectior (2) shall
hold office for a term oflhree years and shall be eligible for re-appointment
for an additional term ofthree years on the basis ofthetr performance in lhe first
term.

(4) The meetings ofthe Board shall be held arsuch rrmes and places
as may be prescribed or, until so prescribed, as and when convened by the
Chairman.

(5) The Directors shall be paid by the Corporarion such fecs and allourances
foranending thc meetrngs ofthe Board or ofany of its committees and for attending
lo any olher work ofthe Corporation as may be Prescribed.

(6) No act or proceedrngs of the Board shall be invalid merely on the

Sround of the existencc of any vacancy in, or defect in the constitution of,
lhe Board-

(7) The quorum ofmcetings ofthe Board shall bc as may be prescribcd
or un(il so prescrib€d, shall be l-hree Directors.
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(8) All decisLons ofthe Board shallbc taken by nrajorilv ofthe Directors
prcscnt and voling at a nreeting duly convencd and held and in the event ofarr
equaliry ofvotcs the (lhairman may exercise a casting vde.

(9) A resolulion rn writing signed byall Directors shallbe ascllective as

ifsuch resolution had been passed at a meeting ofthe Board.

(10) Trll suct time the Board is conslituted or three months ofthc
commencement ofthii Act, whichever is earlier, all po$crs ofthc Board shall
vest in the Stalc Bank

11. Chairms n.-< I ) The Depur] Govcrnorofrhc Slate Bank shall be thc
Chairman ofthe Board.

(2) TheCharman shall. whenev er presenr, presidc over mcctings ofth€
Board. In the absence ,)fthe Chairman, lhe Dircctors prescnt shall choose one of
them to be the Chairm rn for such mecting-

12. Maragi,rS Director.--{l) The State Bank shall appoint a

professional person who has significant experiencc in banking, finance,
accountancy, business administration or public admmistration as Managing
Director of the Corporalion for a lerm offive ycars and hc shall be eli8ible for
re-appointmenl for an('ther term offive years on the basis ofhis performance in

the firstt€rm:

Provided that the Managing Director may deletate his powcrs. by genelal

or spe€ial order in wriling, to senior executive of the Corporation fo. managinB

day- te day affairs dunng his leave pcriod or abscnce from Pakistan:

Providcd funher that ifthe office ofManaBing DirEcror is vacant, the S|,ate

Bank may appoint any of its senior cxecutive as acting Managing Dircotor for a
period ootexceeding th Ec months.

. (2) The Man:ging Director shall bc thc chicf executive ollicer of thc
Corporation and shall, subject 10 the control and direction ofthe Board. administer
the affairs ofthe Corpo€(ion, and shall have such powers lbr this purpose as Ere

fiom tme to lime delegrted to him by the Board.

(3) 'I'he salary and otherterms and condirions of*rviceofthc Managing
Dircctor shall be such ar the Board may delermine except rhar neither the salary of
lhc Managing Director.or his other terms and conditions of service shall be varied
to his disadvantaSe aflcr his appointment.



Parrnll THE GAZETTE OF PAKISTAN, EXIRA., MARCH 16,2016 1257(15)

(4) The Managing Dircclor shall dcvole his full time and attenrion to the
afrairs ofthe Corporation, provlded that lhe Managing Dircctor may, in addition to
his duties as the Managing Direclor, be entrusted with such olher duties for such
period as the Board may, by order in writrn& determine.

lJ. Disqu.tificrtions of the DirectorB.-No person shall be appointed
or hold ofice as Di.ector who -

(a) isa rnemb€rof Ihc scnatq NahonalAssembly, Eny ProvincialAssembly,

or an elcclcd mcmbcrofa localcouncilor local body consl ituted under
any law relaring ro localcouncils or local Mies;

(b) is a director, ofliccr or cmployce ofany banking company orfinancial
instirution or has an interestas a shareholder ina banking company or
flnanclalrnslltution:

Pmvided ftat nothrn8 rn thisclauscshallapply whcre the Director
is in lhe cmployment oflhe State Bank or its su bsidia.ies or where the
Director is, in addition lo holding the olhce ofDirector, entrusted wilh
additional duties by the Board or State Benk;

(c) has b€€n convictcd ofla\evasion under any law, orhas been convicted
or procccdings are pending against him under s€ction 412 of the

Companies Ordinancc, 1984 (XLVII of 1984), or section 63 ofthe
BankinS Companies Ordinance, 1962 (LVII of 1962), or has been

convicted by a court oflaw for an offence involving moral turpitude;

(d) has been deprived ofthe riSht to hold a position offinancial rEsponsibilhy;

(e) is in defaultofpaymcrtsduc from him toany bankinS company, fmarcial
inslitulion, cooprativc society, Govemmcnt Department, Covemment
controlled or managed company or corporation and for the purpose of
thisclause,default in payment by th€ spouse, depende children, and

companies, firms and other business concems under the control or
managcment of a person shall be considered as the default of such
person;or

(0 holds an ofice in a political party

14. Removal of r DiEctor.-A Di.ector or the Managing Director may

be removed by slale Bank by an order in writrn8 where it is €stablished that -
(a) any ofthe circumslanccs referred lo in section l3 is applicable;
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(b.) he has h:come physically or mentally incapable of carrying out his
responsi )ilities fora continuous period olsix months or more;

(c) he has boen'engaged in a serious misconductl

(d) his activltics impair the Corporation's inleresls;

(e) he has b3en absent fiom thrce or morc successir'c mectings ofthe
Board w thout reasonable ground; or

(.1) The milrtes ofcvcry meeting ofa Commiftee ofDirectors shall be
presented before the Board at its next meeting following the meeting of the
Committee.

(5) Subject ro the gencral and any special direcrions of rhe Board, a
Committee oFDirectors shall deal with an! maner entrustcd to it by the Board.

17. Corpora(ion's R€sources,--(1) The sources of the Corporation,s
resources shall, among others, consist of the following, namely:

(I) otherwis. Statc Bank considers hinl to be unfif to be a Dircctor or as

the case may be Managing Director.

(3) The menrbers ofa Committee ofDirectors shall hold office for such
p€riod as the Board m,ry determine.

15. Disclosure oflnterest. {1) Every Director and employee ofthe
Corporation shall dis(:lose in writing to the Board any commcrcial, financial or
other business intereit which he or his family members rnay have. whether
directl) or indirecrl,. and $hich mdJ have adrerse implications [or the
Corporation s interesr.

(2) ln performing their obligarions, the persons under sub-section ( l)
shall be bound to pla( € thc Corporalion's interests before their oun interests.

(l) Directorr shall not participate in any discussion and shall restrain
from voting on the issues in which their commercial, financia, or other business
interest, orthose ofth( irfamilies, is involved.

16. Commitlees of Directors. ll) The Board may constitute one or
more committees consisting ofsuch number ofDirectors as it may determine.

(2) Ihe pol}ers, functions, duties and other terms of appointment of a

committee ofdirecors shall be such as the Board may determine.
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(a) the f'aid-up share capital;

(h) initial premiunrs frum mcmbsr instilulions;

(c) prriodic premiums from m€mber insritutions;

(d) retum on tlic invcstmcnts:

(e) proceeds ,eceived from a member institution's proFErty in cas€ of
sale or liquidation: or

(f) other sources including loans, donat ions, grants and foreign assistanc€
etc-

18. FiMrcirg lh€ Corporrtion ir sbonfsll of r6ourccs.-{ I } If ar
any time, resources ofthe Corporation fall shon ofitsliabilities under this AcL such
shordall may b€ cove.ed in one of the following ways, namely:-

(a) requiringmember institutions topay advance premium;

(b) increasing the prem ium;

(c) drawinS loans in accordancewith lh€ term s and cond itions Prescribed
by lhe Board; and

(d) allocations from thc Federal Covemment.

(2) The amount paid in advance under clause (a) ofsuEsection ( I) shall
be adjusted against firture premiums.

(3) l'he maxirnum tunount ofthc increascd premium contribution under
clause (b) ofsub-section ( l) may not exceed such percentage ofthe deposit base as
Prescribed by the Board.

(4) Loans drawn by the Corporation may be secured by a guaraniee issued
by the Federal Govemment, State Bank or by Corporation's assets, including
Corporalion's futureclaims on membcr institulions forprcmium contributions-

19. Itrv€rtmenls Elade strd Accounts mriDtrined by the
Corpontior.-{ I )The Corporation may invest in, -

(a) Governmenl securities issued or securilies guaranteed by the
Goremmenl or
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(b) any other investment avenuc as approvcd ht thc Board

Providcd thal lhc Corporation shall formulatc an invesrment policl'lrithin
nincty days of irscomn cnc!'rnent ofbusiness. The invesEnent policy shall be designed

keeping in vrew th€ o )jectives ofthe Corporation and in Line rlirh the und€rlyrng
factoElike risks and lilurdiry.

(2) Thc Corroration shall open and mainlarn account wilh SBP Banking
Servic€s Corporalion cr wilh any other financial institution with the priorapprovalof
the Board.

20. Determining the size of deposits.-(l)'fhe tolal amount ol a

Memberlnstilution'slabilitytoadepositorshallbedeterminedbyaddingupallthe
depositor's deposits, including interest accrued or retum due as at the date of
notification under sub-section (l) of section 21. In establishinS the Member
lnstitution's total liab i ity to a depos iror, fore ign cunency deposits shal I bc taken st
equrval€nt tunount, at the exchange rate declared by the State Bank at lhc date of
the State Bank's notifiiation under sutrsection (1) ofsection 2l.

(2) In the ev,:nr of ajoint depos i( each person's portion shallbe taften into
ac4ount in estabhshrn! the total amounr ofthat person's detDsrLs held by a Membcr
Institution. If rr is rrcl othcruis€ provided for irr the dep()sil contract. it shall be

assumed thal thc depotitors' portions are equal.

(3) In the event ofa deposit contract ir favor ofa third paft.v, the p€rson

in whose favor rhe decosit has be€n opened (the beneficiary) shall be entitled to
receive a palment fiorn the Corpo.ation unless it is otherwise provided for in tfie
contract. lfthere is mo,r fian one beneficrary thejointdepositor rule as provided in

sub-seclion (2) shall atply.

(4) A depos it wh ich is encu mbered or s€rves as collatera I sha ll be inc luded
in the add ing up undcr ;ub-section ( I ) and the amount due on the deposii shall not be
paid to the tillcholder( fth€ d€posit untilthesaid encum b.ance or secu.ity has been

lifted. where an order issued by a court in respect ofsuch deposit is cflective, lhe
Corporation shall paytheanountdueonrhedepositto the person who is designated
in l-he order as the person authorized to receive the deposit amount.

21. Tcrms rnd procedures for reimburscment of protected
deposits.- ( I ) ltc Slate Baik shall, by anotification, declare a Membcr lnstilution
as a Failed lnslitution as a result of its insolvency or an.\, significant judicial or
regulatory action lhar cancels the license of membcr instirurrcn or resricB the
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(2) I he Corporation shallpay lhc liabilities ofthc Failed lnslitution to iLs

depositors up to thc amount prolected, in the cases the State Ilank has issued a

Dotification undcr sub-scction (l) .

(l) The Corporafion shall owc no interest on pmtecled amounts-

(4) TheCorporation shall pay the protected amounl ofd€F)srts incashor
lhrough u-insfer ofdeposit to ary bank int com patry or in aay ot}er way as determ ined
by its Board.

(5) As soon.$ F)ssible, afterthe issuance ofnotification under suEsection
(l), lic Corporation shall collect necessrry informatron and cause the same to be
published in at least two daily neu'spapcrs having w'ide circulation includrng
information aboullhe date aftor wh ich depos rrors shallb€ paid fro; the Corporarion
and the procedure for payment.

(6) Payments Imm the Corporalion to lie protecteddepositors shall b€gin
as early as possiblc lrom the date of the notification under sub-se.tion (l). The
Corporalion shall ensure that payments to most of the protccted depositoE are
madc or tendered within selen workinS days and that all paymenls are made o.
rendered within thirty days at $e laresl ifthere is no dispute as lo the entidement

to, oronneBhip of. the deposir.

(7) For fbreign currency denominatcd deposits,the depgsilor shall be paid
the rupeeequivalcnt oflh€ protected amounl at the exchange mtedeclared by State
Eank on the day ofthe notification under suLs€ction (l).

(8) A membrr institution s liability to its depositors shall be reduced
pmpo(ionally by l}le amounts paid by dre CorporatioD to dcpositon and shall be
rcplaced by an equivalcnt liabilit) lo lhe Corporation.

(9) The Corporation shall regularly norrry fte liquidator or the assignee in
bankuptcy ofthe failed institution aboutthe amountpaid by the Corporation to any
depositor.

22. Priority of PeyDent.-<l) Norwithstanding an),thin8 contained in
rhc Compani€s Ordinance, l9E4 (XLVII of l9t4), the Banking Companies
ordinance 1962 (LVII of 1962) and any other lav/ in respect of insolvency or
liqridalion or tax, the claim ofthe Corporation against the fbilcd institution to the
cxtenl of protccted deposit paid or lo be paid and any aficars of outstanding
premium shall have prioriry" to allother claims.

(2) Iorthe avoidarcr ofdoubt, ir is clarified dlatpayrncnt!o thedepositors,

to the €xtent of protected arnount, ofa failcd institution againsl whorn windin8 up
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orderis passcd shall Lc mode only through the Corporalion, and the Corporation
shall also havc prioriq righls ofthe protected depositors lLs prov ided undcr section 5 8

ofthe Banking Compr nics Ordinancc. I9(,2 (LVII of 1962)

23. Delegatron of powen ,n(l sppointment of attorneys.-{l) The
Board rnay. fbr the prrrpose ofensuring smooth and ellicicnt functioning of the

Corporation and fac ilil atinS tra,lsactions of its daily busincss. by resolution. delegate
tb the ManaginB DirEctor or any other execulive ofthe Corporation. subjc€t lo such
conditions and limitaticns, ifany, as rnay bc specified therein, such ofits powcrs and
duties under this Act iN it may deem neccssary

(2) The Board may, from time ro lime, by resohlion appoint any company,
flrrn orperson lo be th,) attonrev ofthe Corporation for such purposes and with such
powers, authorities an I d iscretions, not e xceed ing those vested in or exerc isable by
the Board under this hct and for such period and subjecr ro such condittons as the
Board may think fi! r nd any such resolution may contain such provisions for the
pmtection and convenience of persons dealing with any such attomey as thc Eoard
may think fit

24. Accourrls snd rudit.-{l) The accountinS year of the Corporation
shall commence on the first day ofJuly and end on th€ rhirticth day ofJune.

(2) Th€ Ccrporation shall maintain propcr accounts and other
records to rcflect trl-eand fairvie$'of its state of affairs and preparcannual
statement of accourls, including the profit ard loss accounts and statement of
financial position.

(3) The accounts of rhe Corporation shall be audited by one or more
audirors who shall b€ charlered accountanls wilhin the mcaning oflhe Chanered
Accoun tants Ord inan ce, 1961 (xof 1961), to b€ appoinycd by the Board.

(4) Every auditor shallbe supplied with a c.py ofthe annual slatcmentof
accounts and it shall lrc the duty ofthe auditor to examine the same togetier with
lhe accounts and vouchers re lat ing thercro, and every aud ilor sha I I h ave a list deliverEd
to him ofall books kepr by the corporalion and shall, at all rEasonable times, have
access to books, acco[nts ond other documents ofthe corporation and may cmploy
accounlants or olher rersols to assrst him in auditing such accounts and may, in
relation tosuch accou rts,cxamine theManaSing Director, Directorsand execulives
ofthe Coryoration.

(5) Th€ auditors shall submit a report to the Boerd regarding thc annual
statemenl ofaccounts, and in any such repon they shallstatc whcther in lhciropinion
the statement of acccunrs is a full a.nd fair sratement of accor.tnts containing all
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necessary particulars and is properly drawn up so as to exhibit a true and correct
v re$ of the state of a ffairs of the Corpoml ion and, in case they have ca lled for an)
e\planation or information from thcManaging Directororthe Board, whether rt has

been givcn and whether it is satisfactory.

(6) The Board 
'nay, 

inaddition tothe audit under sub-sections (3)and (4).

cause to he caried out inlcmal audit ofthe Corporation's accounts and lhc inremal
auditors' reporls shall bc submitted to the Board.

25. Powerofthc Stete Bank to give dircctions.-{l) In ordcr to protect
the interesl of small deposiloN or ensure the financial stability, wherc lhe Slate
Bank is satisfied thal -

(o) in thepublic inleresl; or

(b) to prevcnt the aftairs ofthe Corporarion being conducted in a manner
detrimental lodre interests of its beneficia esor in amarmcr prejudicial
to the intercsls ofthe Corpomtion or oflhc Slale Bank; o.

(c) to secure the proper managcment of the Corporation generally or to
turther the objectives ofthisAct;

ll rs necessary to issue direcrions lo lhe Corporation. rhe State Bank ma,,-

from rime ro time, issue such direclions as it may deem fit and the Corpomrron shall
be bound to complyrvith such direclro,)s.

(2) Ifany provision of this Act is contravcned, or if any default is
made in complying wirh any requirement ofthisAct or ofany rule or regulation,
direction made or condition imposed there under. the State Bank may, on a

complaint ade in writing by the Corporation. or on its own motion, imposc on
the Membcr lnstitution and any othcr person who is knowingly a party to such
conlravention or default, a fine which may exend to two hundred thousand
rupees, and whene a contravention or default is a continuing one, a further fine
may be imposed which may exlend to ten thousand n pees for every dav (lurinS
which such contmvention or default continues.

(3) The State Bank may recoler lhe amount ofany outstanding prcmium
or fine liom a member institution by debiling its account maintained with the SBP
Banldng Services Corporatlon.

(4) Anymember institution or othcr person aggrieved by the imposition of
fine under this s€ction may, vithin twenty - one days from lhe date on which such

decision is communicelcd lo it apply for review to the State Bank
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CHAPTER - ItI

MISChLLANI-IOUS

25. Duty ol Officers and servants lo maintain sccrccy.-{ I )Except
in the p€rformancc ol his duties under this Acl, every executive or olher employee
olthe Corporation sh;rll preserve and aid in preserving slrrccy \vilh rcBard lo all
mafters relating to the rffairs ofthe Corpomtion and ofdre Slarc Bank coming ro h$
knowledge and not pflblished by the Corporalion or b) lhe Stale Bank and with
regard to all matters 11 lating to the financial or rnonetary affairs ofany rnsutution,
person, body ofpersons, any Covemmentorautho.ity whether in Pakistan or outside
Pakistrn that may con e to hls knowledge in the performalcc ol hi\ duties.

(2) Evcry such exccutive or othor employeewho communicates any such
matler, except \rhcn r,jquired by la\{' so to do, or in the drschargc ofhis duties as

such, shall b€ guiltv of m offence punishable with imprisonm€n( ofcilhcrdescription
for a lerm which may extend to three ycars, or \rith fine which may extend to one
hundred thousand ruF|es, orwith both.

(3) No coun shall lake cognizance ofany offence punrshable under rhis
section e\ccpt upon a ,iomplaint in rrriting by a persofl authorizcd in this behalfby
lhc Board.

27. Olficcrs to be public olficers.{l)For the purposes of Article 7 of
lhe Qanun-e-.ShahudL t, I984 (PO. No. I0 of I9E4), the provisions of Part IV of
the Code ofCivil Pre,:durc, 1908 (Act V of l90t), and the provisions ofrule 27 of
OrderV and rule 52 ol Order XXI of the said Code any person in thc service ofthe
Corporation acting in his capacity as such shall be deemed to bc a public officer.

(2) The pro,'isions of A,liclc 6 of lhc Qanun-?-Shohadot, l9t4 (P.O.

No.l0 of 1984), shall pply to the unpublished records ofthe Corporation and the
Ma-naging Director shall be deemed to he the officer or head of the department

28. Persons irL the seraice of lhc Corporation to be public s4rvanls.-
Evcry person in $e s:rvice ot the Corporalion shall be deemed to be a public
servait within the msflring oF seclion 2l of the Patistan Perrsl Codc (Acr XLV
ofrt60).

29. Producton of utrpublishcd records of the Corporation, etc,-
( I ) No court, lribunal or other authoriLv sha I I be cnr itlcd to compe I the Corpomtion or
any person in the sedii:e ofthe Corporation ro produce or, as rlre casc may be, givc
any evidence derived 6om, any unpubhshcd records olthe Corlx)ralion.
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(2) No coun, tribunalor othcrauthority shallpermil any one to produce or
gile evidence derived from, any ul|published records of the Corporalion, cxcept
Nith the prior permission in wriling of the Monaging Director who may give or
\\ilhhold such pemission as he lhinks fit.

(]) Not\vilhstanding an),thing contaDed in lhisAct orany other law for
thetime being in forcc, a repo( prepared by the Corporation on a mambcr inslilution
under any Iaw for the time being in force shall be dcemed to be unpublished for
thc purposes ofsub-sections (l) and (2) even il a copy ofsuch report has been
supplicd lo rhe member institurion to which the report pe(ains, the State Bank or
th€ Fcdcral Governnrcnt.

30. Pension, gratuity, provident fund and other employment b€nefits
of Corporrtior's employees lo be €rcmpt from ettichmerts, et..-
Not$'ithstanding anylh ing conta ined in any law for the time being rn force, pensions,
gmlu ity or provldent fu nd and oLher em plo).rncnl bcne fits grantcd by the Corporation
to its cxscutives and olher employees shall not be liable to seizur€, attachment or
sequcstration by proccss ofany court at the instance ofa creditor, for any demand
againsl the pensioncr or in satislaction ofa decree or order ofany such court.

31. Eremption from laxes.-Notwithstanding anything contained
in thc Wcalth Tax Act, 196l (XV of 1963), thc lncome Tax Ordinance,2001
(XLIXof 2001),theStampAct 1899(IIof 1699)(ranyotherlawforthetimebeing
in forcc rclat ing to I} ealth tax income ta\ supcr lax or any ol-her taJ! the Corporation
shall nor be liable lo pay any wealth tax, ircomc tax or super tax.

32. Power to make rulcs.-The Stlte Bank, with approval ofthe Federal
Govemment,may, by notification in the oflicial Cazettq make ru les, consistEnt with
the provision ofthis Act. for carryrng out the purposes ofthis Acl.

13. Power to mak€ rcgulations. l I) l he Board may make reBulations.
not inconsistent with the provisions ofthis Act and the rules made thereundcr, to
provide for all matters for rvhich prov is ion is necessary or coflvenient for lJ)e purpose

ofeivinB clTect to the provisions ofthisAct-

(2) Where any provision ofthe regulations is inconsistcnt with any provision
ofthc rulcs, the provision ofthe rules shallprcvail.

(3) Where the State Bank considers it expedient so lo do, it may by ordcr
in writing, direct drc Board to make any regulations or to amcnd or rescind any
regulations already made. within such period as it may specify in lhis behalf.

(4) If the Board f'ails 10 comply with an,," direclion ofthe S(ale Bank
under sub-sectiofl (3) wilhin the spccified period, the State Bank may make, amcnd
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or rcscird any regula ion direcrcd by the Slalc Bank to be made, amended or
rescifided, and a regu ation so madc, amended or rescinded hy thc State Bank

shall be deemed to hrve been made, amende(l or rescrnded by lhc Board in

accordarce wilh the pr ovisions of this section and shall have elTecL accordingly.

14- Power t( call information.--{ l) I he Corporanon may call for any
rccord or inlbrmation iom any mcmher rnshrution as it may deem necessary for
discharging its functior s under rhis Act

(2) Thc CorJorilion shall report to the State Bank in case any member
instilution [ails ro provide information or record rcquired under sub-section ( I ) or
coDrply with an), pmvilrions ofthis Acl br an) nrlcs or regulations made under this
Act ard the State Bank may take any action coftective. penal or remcdial againsl
such member institutiol as il may de€m appropriale keepinS in view the nature and
extent offailure.

35. Protection of action lrk€tr itr good frith.-No suit or other legal
proceedings shall lie atiainst the Corpomtion orthe Stale Bank orany Directoror
ollcerofthe Corporation or the Slale Bank for anlthing done or inlended to be

done io pursuance of this Act or of any rules, rcgulations or orders made there
under unless done in brd faith.

36. Liquidatior of the Corporalion.-The Corporation shall not bc
placcd in liquidation $ve by ordcr oflhe State Bank and ,n such manner ard on

such lcrms and conditicns as the Sratc Bank may direcL

37. Act to ovr:rride.-Except the application ofany provision oftheAct
to the Corporalion as z subsidiary ofthe Statc Bank, this Acl shall have effect
notwithstandinB anythirrg contained in any law for the time b€ing in force or in any
aereemenL conlntcL or,lher applicahlc docum€nls or instrumenl.

38. Removsl of diffculties.-If any difhculty arises in giving effect lo
any oflheprovisionsoftris Acl, the Slalc Bank may make such ordernot inconsistent
with the proyisions oftlis Acl, as rnay appear lo il tobe neccssary for the purposes

of removing the diflicultyr provided that aforesaid power shall cease to exist on
expiry oftwo yeaE, fron the commencement ofthis Act.

39- R€ftoval ofdeposit protectior under the Bsnks (Nationalizatior)
Act, 1974 (XIX of l!'74).-Sub-scction (4) ofthe section 5 ofthe Banks
(Nationali?ation) Act lr?4 (XIX of 1974) shsll not b€ applicable to any memb€.
inslitr(im.
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STATEMENI' OT OR'ECTS AND REASONS

Thc purposc oflhc subjcct drafl Acl is to establish thc Deposit Protection
Corporarion (DPC) for iDstituting an explicildeposit insurance scheme in Pakislan.
l he deposit insurarcc isconsidercd an intcgm I sa fety-net toolto cnsurc the soundness
oIthe banking syslcm and pr()tcct small depositors ofa bank in case of its failure.

2. The banking system in Pakistan has become increasingly private
scctor-owncd throuSh the pflvatrzation ofthe once domilrant state-owned banks
and the entry oinew banks. Conscquel|lly. lhc sharc ofpublic sector banks has

dropped from 92% in l990 to around I9% in March 2015. Ilowever, the legal
frame*ork originally promulgated for nationalized banks has notkept pace with
these developmenlr While the deposits ofall state-otrned benks were protected
through govemmenl guarantccs at thc limc ofna(ionalizalion, denatio[slizEtion
coupled wilh enrry ofnew banks has left the safety ofdeposits to an arbitrary
and implicit depositor protection by the governmenl or the Stale Bank in case a
private-sector owncd bank fails. However, rt is widely assumed by lhe public
that rhe Fedcral Govcrnrnel|t or thc State Bank would compensate deposirors in
case of failure ofany bank. Such an implicit genemlized govemment guarantee
ofbank deposits is not compatible with a market-based banking system which is
mainly owned by privatc sector. 'l he existing systerb of implicil deposit protection
creates huge moral hazard as (i) it rcduces incenlives for bank creditors and
depositors lomonilorfic soundncss oflhcirbanks and thuscxen marker d iscipl ine
on banks, (ii) it fails to dislinguish belween th€ prolection ofbanks' shareholderc
vrr-a-vir protection ofdepositors, (iii) il undermines lhe accountability for poor
management of banks, and (iv) it resuhs in the cost of potential failures falling
heavily on the laxpayers.

l. In order to reduce the moral hazsrd implicit in the present system
and to protecl small depositors, it is proposcd to introduce an explicit depositor
insurance scheme lhrough DPC which \aill compensale teposirors up lo a

prescribed limited amount in case of a bank's failure. The DPC will be a fully
owned subsidiaryof the State tlank which hasthe statutory responsibility toensure
the \oundness ofthe barling systern. lhisarrangcment *illyield marinium synergy
and coslsaving duc [o close coordinalion of the DPC with the State Bank's
supervisory functions and rcsourccs.

4. This Brll is designed to achieve the afores.id purpose

SENAToR MOHAMMAD ISHAQ DAR,
Minister Ior f-ina ce, Revenue, Economic

AIIuitt, Stutirtics and Privatization.
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Pursuanl to ru l3 235 (4) ofthc Rules ofProcedure and Conducl ol'Business
in the Nalion.l Assem )ly: 2007. the follorving repofl ofthe Standing Committee.
presented to thcAsscmblyon l4th March.20l6 is published forinlbrmalion:-

R-EPORT OF 'IHtr STANDING COMMITTEE ON FINANCE,
REVI]NUE, ECONOMIC AFFAIRS, ST TISTICS AND

PRIVA'I'IZA'I'ION ON THD FINAN(:IAL INSTITUTIONS
(SECUR-ED TRANSACTIONS BiI 20r6)

I, Chairman of the Standing Committee on Finance, Revenue, Economic
Affairs, Statistics and erivatizalion have the honuor to present this reporl on the
Billto provide for the creation ofsecurity interests over moveablc property and to
establish a sccured trtnsaclions registry [the Financial Institulions (Secured
Transactions) Bill, 20161 referred to rhe Standing Committee on 0l-01-2016.

2.

(l)

(2)

o)
(4)

(s)

(6)

(7)

(8)

(e)

( t0)

(ll)

(r2)

(13)

( l4)

(r5)

TheComrnitle€ comprises (he following Members

Mr. Qaiser AhErd Sheikh

Mr. Iiaeed Ahmed l(han Mansrs

Rana Shamim Ahmed Khan

Mr.I)aniyalAziz

Mr },luhammad Pervaiz Malik

Sardar Muhammad Jaffar Khan Leghari

Ms. :ihahzadi. Umerzadi Tiwana

Mr.lJam Dad Laleka

Sheil h Faryaz-ud-Din

MianAbdul Mannan

Ms. !;haza Fatima Klawaja

Ms. l,eila Khar

Syed Naveed Qamar

Dr Nafisa Shah

Syed Mustafa Mehmud

Chaitttsn

Member

Menbcr

Menber
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(16) Mr. Jehangir Khan Tarcen ll,lenther

(17) Mr Asad Umar Mernber

(18) Mr MuhammadAliRashid Me,'tber

(19) Mr. AMulRashidGodil Mcnbet

(20) Mr- Aftab Ahmad Khan Sherpao Member

r2l ) Mr. Muhammad Ishaq Dar, Hr-o tltcio Mentber

Minisrer for Finance. ReveDue, Econornic
Affairs, Sratistics and Prir arization

J. The Commirtee in its meetings held on 241h Fcbruary,2016 and
4th March, 2016, considered the above Bill in detail and approved the sane. The
Committee unanimously recommends thal the Bill as introduced in the National
Assembly placcd al Antrex-A, may be passed by the National Ass€mbl),.

sd/-

QAISER AIIMAD SHEIKH.
ChairttMn

Standing Q)nDittee on

linonce, Rerenue, Eco omic AlJais,
Statistics orul Pt il.ttization.

sd/-
ABDUI, JABBAR ALI,

Secrerury
Nationdl Asle nhl.r Secre tariat

lst.)vlatD, the llth MurLh. 2016.
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[As RtitoRTED Bt lr Sr,\\D:\c Cov! TTn_]

B[.r

lo ptoride Jar lh, cfcation oI securitr inloeslr ortr notable ptu?crly
and tt establish a secured lransactio \ regi.tlry

WHEREAS it i! exped ient for the promotion and conduct ofbankrrrg husiness
to providc for thc creation ofsecuriry interests over mo\ablc propeny to securethe
obligations owed by z crrslomertoa finarcial in$itution. clariry and erpand for the
purposethe meaning and scope ofmovablc property, pro!ide for the establishment
ofa secured Tra.nsactions regiflry, define, amend and codit/ certain laws relati$g to
security inlerests over movableprcperty and proyide for mattcrs connected therewirh
or incidenu I thereto.

Il is herebv enscted as follows

Part I

Prclirninary

l. Short rrl€, commencement and applicrtion.--{ l) This Act may
b€ called thc FinancirLl lnstitutions Secured Transaclions) Ac! 2016

(2) It extends to the whole ofPkistar

(3) h shall :omc inlo lorce upon issuance oltheDotification by thc Federal
Govenr menr u nder s',rb-section (2) of Section I 9.

2. Dentrilions.-{l) In (his Act. unless thcrc is an},thing repugnatrr in
the subject or contex:, -

(i) "rccoutrtdebtor" me3ns any person liablc. whetherundera contract
or othe.wise, to pay any receivables or discharge any obligation in
rcspect of receiyables;

(ii) "eftcr-acquircd property" means movable property that is acquired
by a custonier after entering into a securiry agreement, and includes
future receivables as specified in the explanatioo to sub-section (4)
ots€clirn 53i
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(iii) "agricultural produce" means

(a) any produce of agriculture or hofticultue, including but not
limited to crops (including growing crops). slanding timber
poullry fish and liveslock (includingunborn ollspring); and

(N) "assignee" means a person in whose favour the recejvables arc
assigned;

(v) "assigtrment of ieceiva blcs" means a lansfer of.t8hts. ti tle, intcrcsts
and benefils ofthe recervablcs by the assignor to the assign€e:

(vi) "assignor" means a person \!ho assigns thc receivables;

(vii) "book-entry security" shall have the same meanirlg as is assigned
to it under clause (5) of section 2 of the Central Depositories ,Act.

I997 (XlX of 1997)i

(!iii) 'rcollateral" mcans thc movable propenv, loceted in o. outside
Pakistan, that is subjecl to a security interest;

(i\) "commingl€d goods" means a product or mass that is produced or
manufactured by physicallyassociatingorunitingcollateral with other
movabl€ property in such a'nanner that lhe identiry" ofthe collateral is

Iost in such product or mass;

(x) "company" shall have the same meaning as is asstgned to it
under clause (7) of sub-sectlon (1) of sectlon 2 of the Companies
1984 (xlvll of 1984);

(xi) "conlrol" with respect to a deposit account exists -

(b) products derived from any produce undcr clause (i),
inciud ing but not Iimited to mea! eggs, hides, bones. skins, wool
and hair:

(a) automatically upon the creation of the security interest if the

secured creditor is the depository bark; or

(b) ifthe depository hank has entered into a conkol agreement with
the customer and the secured creditor;

(xii) "cont.ol rgreemenl" means an agreement in *riting between the

secured creditor, customerand the depository bank accord ing to wh ich
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thcdeBrs tory banl hasagrced lo tbllow rnstructrons tiom the secured

credrlor\vith respect to the payment of lunds crcditcd in the deposit
account v ithout further conseDt from the cuslomc(

(xiiD "customr'r" shall have thc sarne rneaning es is assigned ro it under
clause (c)ofscction 2 ofthc RccovcryOrdinanceiand shallbe deemed

to include an enriD;

(xiv) "depo$il .rccount" includes acufient ora savings accountmaintained
wilh a dct)ository bank 1() which tunds may be credited;

(xv) 'dcposil"ry banl" means lhc financial inslrlution maintarning a

deposit a(count:

(x"vi) 'clectro!ic" shall have lhe samc meaning as is assi8ned to it under
clause (l) ofsection 2 ofthc Elcctronic Transactions Ordinance,2002
(Ordinanoe No. LI of2002);

(xuii) aenti(y" means a person other than a companli and includes a

natural prrson. a sole propriclorship, a paftnership or association
of persons, a non-govcmmcnl organization r€gistcred under the
Voluntar',' Social Welfare Agencies (Regiilration and Control)
ordinanc:. 196l (XLVI of 196l) or any othcr law for the time
being in Iorcc for the registralion at a non-govemment organization,
a cooporirlive society rc8istered under the Co-operative Societies
Acl, l92t (VII of 1925) or any other law for the rime being in
force for'the registration of a cooperative society, a society
reg istered under the Soc ielie s Registration Act. I 860 (X X I o f I 860)
or any otr)er law for the time being in force for lhc reSisrration ofa
society. a trust created underthe TrustsAct, 1882 (ll of l8E2);and
a body crrrpora0e establrshed pursuant to a law;

(xviii) "eveDl o, defaultl in relalion to a security agreemenr. means

(a)

(b) an cvent that gives th€ secured creditor the ri8hl to enforce the
sccurity interest undcr thc s€curity agreemenl;

(xix) "exempt'd property'means movable property as notified by tle
Federal (,ovemment for the purposes ofsuEsecrion (2) ofseclion 4
notwithstr'ndmg ar _ndting inconsistenr therewidl containcd in fie pmviso
to sub-se(rrcn (l) of section 60of theCode ofCivil Prccedure- 19Ot

the '6ilu!,ta+S/ or lo otherwise perform de obligation secured
und, $e sectdty agreement qhen due: or
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(Act V of 1908) or any other law for the time being in force,
provided thal urrlil such ndillcalion has b€cn issued thc proviso
to sub-secrion (l) ofscction 60 ofthc Code ofCivil Procedure,
l90t (Act V of 1908) shall continue to apply;

(r\) "finrncing strtcmcnt" mean the presdribed form to be filed in the
regisler for lho purposes of cnlcring lhe particulars of a securiD
interesl crealed by an enlily in the rcgislcr:

(iL\i)'fl o.ting chargc" means a charge crelt.d by a cuslomer on all present

and after-acquired movable propeny or a certain class ofpresent and

aftcr-acquired movablc propcn)." ( rncluding receivables or invenbry),
in favour of a s!'curcd crcditor and pursuan! to which the customer is

free to deal with the movable prop€rty in the ordinar,' course of its
business unril rhe crysta llizarion, in terms ofthe security agrEement, of
such chargc inlo a fixed charSe;

(rxii) 'Form l0" means thc prcscribed form to be liled with the registrar
ofcompanies for the purposes ofentering the particulars ofa security
interestcreated bya company in lhe register ofmongages and charges

under the Companres Ordinanc€, l9E4 ()(.LvU of l9t4);

(LxiiD "Form 16" mcans the prescribed form to be filed with the reSistrar
ofcompanies for the purposcs ol modilyinglhe panrculars ofa security
intcrestcreated hy acompany xr thc registerofmortgages and charges

under lhe Companics Ordinancc. 1984 (XLVll ot 1984)l

(xxir) "hypothecstion" means a charge crcated by a customer. on all or
any present or after-acquired movable property, in favourola secured

creditor without delivery of possession of the movable property to
such secured credilor:

(xxu) 'immoyrble property" shall includ€ land, benefits to arise out of
land, and lhings allachcd to rhc earth, or pernanently fastened to

anything allachcd lo thc carth, and shall. notwithstanding
anlthing inconsistenl thcrcwi$ containcd in the Ceneral Clauses Acl,
I697 (X of lt97), Transfer of Propcrty Act, 18t2 (lV oI lt82),
Registratron Act I90t, (Xvl of l90E) and any other law for the lime
being in forc€, exclude property attached to immovable prop€rty as

defined in clause (mm) ofthrs sub- section:

(xxvi) "iDformrtion iystem" shall have the same meaning as is assigned

lo il undcr seclion 2(p) of the Electronrc Transactions Ordinance,

2002 (LI ot 2002):
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(xroii) "modilic{tion statcment' heans the prcscdb€d form to be filed rn

the register forthe purposes of effecting the modification to a rcBistered

financing : tatement:

(Ir'viii) 'motor vrhicle" shall havc lhc same mcaning as is assigned to il
under sub-section (23) ofseclion 2 ofthe Motor Vehicles Ordinance,
1965 (XIX of 196s);

(xxix) 'movrble property" means any tangible or intangible propcrty
other than immovable pftipcrly! including but nol limited to
receivables; righl under lelrers ofcredil; rights under trust receiprs;
sccurities, includingGovemment securities)otherthan book-entry
securitiesi right to funds credited in a deposit account; (rtlc
document; negoliable inslrumenls; inrelleclual property, includinS
patents, lr:rdemarks, copy righls, trade-names, good$ill, royalties;
stock in trade; invcntory; inlerest in pannership and other form
of entity ornaments;jewellery: slones; goods-in-transit; agricultural
produce; eaves; grass, includinS Browing grass; petroleum or
minerals that have been cxtrac(ed; motor vehicles atrd property
attached t(, immovable propcrly as defincd in clause (mm) ofthis
sub-s€ctioll:

(${"x) (negotieble instrument" shallhave the same meanin gas is assigncd
to it unde- section ll ofthe Negotiable instruments Acl. l8tl
(XXVI of E8!);

()c\o(i)'notifi(]Ntiotr" meansa nolification published in the official Cazette;

(K'c\ii) "perfection"' means the act required to be done in tenns of section
l4 to rnak€ a security interest effectrve againstthird parties;

(loodii) "pledge" :ihall have thc samc rncaning as is assigned to it under
section l7:: of thc Confact Act, 1872 (IX of 1872) and excludes a
\ecurir) ir ere$ in a negotiable instrumenl or a securiD' inlcrcsl in
collateral covered by alille document;

()Li(iv) "posscssiotr' means the acruAl possession ofcollateral by a person
or an agenl or employe ofth;tt person. or by an independenr person
that ackno\vledges holding it forthat peBon;

(xx,w) "preferetrtial claims" meaDs the claims io be paid in priority on
inso lvency r fa customer as presc ribed in section 405 ofthe Compan ies
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Ordinancc, l9E4 (XLVII of l9E4) or section 6[ oflhe.Prcvincial
lnsolvency Ac1, 1920 (V of 1920) or sectrcr 49 of thc Insolvency
(Karachi Division)Acl. 1909(lllof 1909),asapplicablc;

()Lr{vi) 'prescribed" means prcscribed by rules or regulations made under
thisAct;

(Lrxvii) *proc€eds" means idcntifiable or traceable movable p.opefty
derived fronr collatcral including (a) movable property acquired,
dtrectly or ifldirectly, upon the sale. lease, licence, exchange, or any
other mode ofalienalio0 ofcol lateral; ( b) naturalfnrits otlhe collateral,
including harvested prcduce whcre the col latera I crops or wool, meat

or offspring where thc collateral is li\.estock; (c) any and allamounts,
revenues and receivables paid or payable under or in oonnection
*ith thecollateral; (d) righls arising outoflhe collateral, includinga
right to an insurarce payment or any other payment as indemnity or
compensation for loss of, or damage to the collateral;and (e) proceeds

of proceeds;

()nxviii) *pmperty attrched to immovshle property'means the following
properly irrespective of lvhether it is alrached to the earth or
pcrmaneDtly fastened lo anlthing atlached to the earth;

(a) plant, cquipmeot ormachinery;

(b) fi)rlures and 6ttin8s;

(c) cables or pipelincs embedded in the earth or otherwise; and

(d) any olher item of property as may be notified by the Federal
Goveft ment for the purposes ofthis Ac( notwithstanding anlthing
inconsislent thcre\\irh contain€d rn the Geneml ClausesAct, 1897
(X of I897), Transfer of Propery Act, 1882 (lV of I8E2),
Registration Act, 1908 (Xvl of 1908) and any o(hcr law for the
tjmr, heing in fbrcc;

(xr(x;x) 'rEceh'eblcs" rneans a conlractualor non contractual right to receive
moncy, whether such right is existing, future, accniingconditional or
contingent and includes rents; profitq dues; a money award by an

arbitralori rnonies payable as salaries ofemployees; dividends; tolls,
user-lees orany sum, by whatcver name callcd; monies Payable under
decrees; monies payablc under guarantees; actionable claims and all
kinds of actual or contingent monetary obligations; and excludes a

right to paymeDr offunds crEditcd in a deposrt account and righ( to
palment under a neSotiable instrumcnt;
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(xl) 'R€covcry ()rdirancr'mcans lhc Financial Insritutions (Recovery
otFinan,:es) Ordinance,200l (XI I/l of200l);

(xli)

(xlii)

"register_" mcans thc clectronic registcr set up under section 2,;

'{regirtr:rr" means the pcrson in-charge of the Regisrry appointed
undersul)-scclion( I ) of section 20and shall rnclude. unlesslhecontext
.equires )lhe rw ise. a dcputy registrar d isch arging the funcrions, duli€s
and pou,rrs ofthe rcgistrar pursuant to s b-seclion (2) ofse.tion 20;

(xliii) "registrrtion"

(a) in relarion to a sccurih" intereJ! cnratcd by an entiry means that
a f nancing statemenl and rnodification stalcmenls in relation
thcreto, ifary, have been.egislered in the register in respect of
su(h security interest in accordance with the provisions ofPaft
IV ofthis Act: or

(b) ir .elation to a securitv inlerest created by a compan% means
lhat a Form l0 aDd Form 16. ifany, have been re8ister€d rn the
rctistef o[ mortgages. and charges in respect of such sccurity
intrrest in accordance with the provisions of the Companies
Orjinance. 1984 (Xt,VII of l9t4):

(xliv) "r€girtlalion number" is the number assigned to a registered
modillcrlion slatement and termination statement by the reSister
pursuan: to clause (b) of sub-sechon (1) of section 22-

(xlv) "Regislr,v" means lhe Secured 'l'ransactions Registry cstablished
under srclion lo;

(xtui) 'secur€d craditor" means a financial instilution or a consortium of
anancial institutions in whose favou, a security interest is created by
the cust,)mer irl respect ofany finance and rncludes arustee apFrinted
by rhem;

(xlvii) "security agr€ement' meins an agreemcnt, instrumenl or any other
documcnt in writinS that creates or providcs for a security intercsl in
favour ofa sccured creditor:

'seaurity irteresl" means a right, title, encumbrance or intetest of
any kinJ upon movable prop€ny created orprovi(lcd for byasecurity
agreemint in relalion to a transactton that in subslance secures the
palmcr t or prformance ofa customer's ohligalron under a finance

(xlviii)
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without regard to the l.. nn ollhc trarsaction or thc te rm ino log!, used
bylhe parties or lhe rdenlity oflhe person who has titlc to the movable
prope4. and includes any charge. mortgagc, hypothccatiot). fixed
charge, floanng chargc. assignment, Iien, plcdBe, assignnrcnt of
receivahles by way olsocurity andtra[sactions undcr rvhich a sccured
crediror retains tille such asa finance lease, hire purchase agrecmenL
sale and lease back arrangemcnt, conditional sale agreemcnt and
rclention oftitle arraDge,nenl, having similar effect:

(xlix) "statemenl" means the financing statcment! nlodification slalemeor
and termination statemcnr:

(l) "terminatior st{temen(!' mcans :the prescribcd' lbnn to bc tiled in
the register for the purposes of rend€flng a registcred fiDancing
statement and modification statcments in relation thcreto, if any,
incflectivei

(li) "title document'means a document in wriling evidcncing title to
goods uhich is, by lau or custom. ne8otiable. and includes a brll of
lading, dockwarranl warehouse receipt, rarlway receipl- ain+ay bill,
truck receipts or similar record issued by a pcrson in (hc business of
transponing or storing Soods;

(lii) "uDiqu€ regislration number" is the nunrber assigned to a

registered financing statement by the rcgister pursuanr to clause (a)
of sub-section ( I ) of section 22;

(liii) r'value" neans the consideralion that a person gives wherc such
person acquires the rights -
(a) in retum fora binding commitunenl to givc financc.

(b) as secunty for. or sarisfaction o[, a prc-existing claim, in whole
or in part;

(c) in rclum fora prorniseoranythinB given in exchange; and

(liv) "v€hicle registrrtiotr number" means the number assigned to a

motorvehicle by the rclcvan t rcg istering authority for thc purposes of
rcgisEation of such molor vehiclc under lhe Molor Vehiclcs Ordinance,
I965 (XlX of 1965):

(2) Words and ejrprcssions used but nol dcfincd herein shall, unless
repugnant to thc context, havc the sanre meaning as is assigned to them undcr the

Recovery Ordinance



L Scope o fAct.-ThisAcl sha ll hol apply to or affoct any oflhe following.
namely:-

(a) a securilv inrerest in ar! in )Dvablc properl];
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(b) a sccuriry interest in a bool-cnlD securitl;

(c) a securiry interest created b-v operation oflar\. irrcluding but not limilcd
to a lier on rnovable prcpcdy under the Salc ol (nnds Acr. l9l0 (1ll
of l930 ror the Contract Act. 1872 (lX oa l672), cxccfl for the purposes

ofdctcfln ining priorit!, ofsuch se{urit} interesls as set fofth in Pan V
ofliis /rcl:

(d) a securi y interest in anyaircntli asdefincd in sub-clause (b)otsection
2 ollhc Civil Avialion Ordinance. I960 (XXXII of 1960); and

(e) asecuriry interesr inany vcssclasdefined in su b-scclion (5 6) of sellion
2 ofthe Merchart Shipping ordirance.200l (Lll OF 2001).

Prrl II

Crbation of Sccurity lnlercsls

4. Righl ro cr€ate a securily itrrerest.-{l) Subject to sub-section
(2), a customer nray c.calc a secu.ily inlerest to secure rts o\41l obligation orthat of
another person in acc )rdance rvith the provi!ions oflhis Acl.

(2) A customer shall nor crcalc a s€curity intersst in cxemptcd property

and ifcreated, such srcurir)" interesl shall hc void.

5. Effectileness of a security iDterest.-A security interest created

in favour ofa securcd creditor shau be effective against the customer only rf-

(a) the cust,rnerand the slcur.d cred;lorhave agrecd to crcalea security
interesl ir favour ofthc sccurcd creditor:

(b) rn thc case ofa pledge and securiry interests creat€d pursuant to
s€clions ll and 12, the customer has also givco possession oflhe
collaler:rl to the s€cured crediror:

(c) the secured credilor has I'rcn value to the cuslomer: and

(d) the cusl{,mer has rights in the collareralor thc lx)wcr lo transfer righs
in thccollateral.
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6. Secu ty agr.ement.-{l) The secured creditor and the customer
shall enter into a security agreement in terms of sub-scction (2) for all sccuriry
interests other than security interests cr€atcd pursuant ro scctions I I and 12.

(2) A securily agrcemenl shall state -
(a) the narne and address ofrhc sccurcd crcditor and cusromer;

(b) lhe obligalions secured by the security interestl

(c) a descriplion ofthe collateral in a manner that reasonably allo'*,s its
identification; and

(d) the date ofils exccution

7 Secu t, intercs( io pro.ecds.-{l) A security interest shallextend
to the proceeds of th€ collaleral, unless the security agreement provides otherwise.

(2) A security intcrcst in procccds shallbeeffective against the customer
wh€ther or not the security a8rEcment contains a dcscription oflhe proce€ds.

E. Security itrtercst io commingled goods.-< I ) A security inrcrest
shall exlcnd to comm ingled goods, unless the security aSreement provides otherwis€.

(2) The security i teresl in the commingled goods shall be limited to the
valueofthe collateral immediately bcfore it bccamc pafl olsuch commingled goods.

9. Security interest ir rfter-.cquired property.-{ l) A securiry
agreement may provide for a security interest in after-acquired property.

(2) Unless otherwisc providcd in asccurity agreement, thesecurity inre.est

shall attach to after-acquired property on the acquisition by lhe customerofrights in
the after-acquired property.

10. Future finrhcc.-{l ) Subject to sub-scclion (2), a Securiry interest
shall not extend 1() futurc financc lhat has not been committed to be exlended to
the customer aL the time of the creation of securily interesl, unless lhe security
agreement proYides otheneise.

(2) Section 174 ofthe ContractAct, I t72 (lX of I t72) shall apply in the
casc L)[ a plcdge and a security interest in collateral covered by a title document
cr(nlcd pursuant to scction I l.



r)s7(58t IHI CAZt:! lI- o! l' KlSInN- ULI IIIL MA&CIl 16,2016 IP^nrlll

ll S€curity inlercsl in collrtcral coverad by a titlc documcnt,-
( l) A security interest mly be created ill collateral covered by, a ritlc documenr by
givinS possession to the secured creditor ofthe tirle docunrcnl duly endorsed in
favour of such secured c.editor or issucd in his narnc

(2) A security rgreementshallnot be required wherc a sccurir) irtercsl in
collareral covered b) a title docurncnt rs crcatcd in :rccordancc with
sub-section (l).

Erplanation.l ollalercl shall be covered by a lille docurnent whcrc such
collateral is in the posse:sion ofthe issuer oflhe title docuncnr.

12. Security irterecl in a regoticble in3trumerrt.=-.( I ) A security
interest may b€ created in a negotiable instrumenl by issuing it in rhe name ofthe
secured credilor or negctiatin,q it in fhvour of the secured creditor in accordancc
with the NeSotiable Instr uments Acl I tE I (XXVI of l8t | ).

(2) A securil-v rgreement shall nol be requircd where asecurity interest in
a negotiable inslrument is created in accordance with suLs€crion (l).

(3) IfE neBotiable instrurnent is sccurcd by movablc propeny lhen unless
otherwise agreed betwern thc scqurcd creditor and the cuslomer, such security
shallsland aulomalically transfcrrr{ lo and vest in the secured credircrupon creation
of the sccuritv interest ir tem s of su b-section ( I ).

13. Security iirtcrest in r right to psymcnt of fundi credited in r
deposit ,ccoutrl-Whe'c thc dcpositor bank is not thc secured creditor, creation
of a security interest in ir right 10 payrnent of funds credired in a deposit account
shallnot bind or otherwis,: impose any obligation on thedepository balk with respe$
to the security interest ur,less such security interest has heen created with th€ prior
written consen! ofsuch cepository bank.

P.n tII

I'erfeclion of Sccurity intcrests

14. Pcrf€clion --{ I ) A sccoriry inlerest rnay be perfected

(a) in thc casc ofa pledge created by a company, by posscssion ofdr
collateral by the secured creditori

(b) in thecase ofa p Icdgc crealcd hy all entity, byregistration as provid€d
under this /\cli or
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(c) in lhe case ofany orher security-interest by resistration as provided
under this Act.

(2) Notu,ilhslanding sub-section ( l) and subject ro sub-section (3),-

(a) as€curitv interest in a righl to paymcnt offunds credited in a deposit
account may be perfected only by control;

(b) a security interest in collalcral cove.d by a title document may be

perfecred only by posscssion of fie title document by the secured
creditor; and

(c) a s€curity interest in anegolrablc inst.ument may be perf€cted only by
poEscssion ofthe negotiable instrument by the secured creditor

Erqlonution.-Petfection ofsecurity interests under claus€s (a), (b) and (c)
shallnot require registration as provided under thisAct.

(3) Sub-scction (2) shall not be applicable where a s€curity interest in a
righl lo paymenl of funds crediled in a deposit account or a securiry interesl
in collateral covcred by title docum€nt or a securig intercsl in a negotiable
inslrument is

(a) created as pan ofa hypothccation o. floating charge that may otherwise
be pcrfected by regisrBtion under clause (c) ofsub-section (l); or

(b) in the naturE of proce.ds ofcollateral $at is otherwise perfecled in

accordancc with section 15.

illurtrrtionB

(a) Cuslomer A (an enlity) enter€d into a share pledSe agreement with
Se.ured Creditor B ard delivered possession ofrhe share certificates

10 Sacured Creditor B on the lst Dec€mber. A financin8 sktement
was re8isterEd in the regislcr in rEsp€ct of the share pledge on the
3rd December. The share plcdge was perfected b), registration on the
3rd December.

(t) Customer C (an entity) created 6 hlpothecation oD all present and

after-acquired i[ventory in favour of Securcd Creditor D on the

lst January. A financinS starement was registercd in the register in
respect oflhe hypothecation on the lrd January. The hypotheqtion
was p€rfected by registralion on lhe 3rd January.
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(c) Custome' N (an cnlily) enters into an assignmcnl agrcement with
Secured{ireditor M on the Ist March pursudrl to which CustomerN
assigns (iccivables under a supply agrccrnent as sccurity in favour of
Securcd Credilor M. A financing stalcmenl \r'as registered in the
register irr rcspect ofthe assiSn,nent on lhc 3rd March. The assiglment
ofreceivrrbles by way ofsccurity was pcrlectcd by regisnation on thc
3rd March

(d) Customer G (anentiry) le&ses acar frorr Secured Creditor Ilpu.suant
to a finance lease agreement on th€ lst Dcccmber. Secured Creditor
H is rEgirttered as the owner ofthe car. A financing statcment was
rcgisterec in the reglster in rcspect ofthe firrance lease on the 2nd
Decembec The filance leasc was perfected by rc8istratior on thc
2nd December.

(€) Customer ['(a company)created a security interest in a right to pa]mmt
offunds credited in a deposit account in favour of SL'cured Creditor C
on the lsr Decembcr. The deposh account was maintained with the
Deposrtory Bairl H. A conlrol agreemcnr uis entered into between
Customer F, Securcd Creditor C and Deposilory Bank H on thc
2nd Decc nber The security irterest in a right to payment offunds
crediled ir a deposit account was perfected by control on th€ 2nd
I)ecembc _.

(0 Customer H (an entity) created ahyl,othccation on all its present and
after-acquired movable propertv (including funds held in deposit
accounts) n favour ofse.ured Cred it()r P on the I st Marc h- A financing
stalement in respect of the hypothecation was registered in the
registralion on the 4th March. l'he hypothecation was perfect€d by
registration on the 4th March. ln this case. rhe security intcresl in a
right to gyment of firnds credited in a deposit account (crealed as

part ofthc hypothecation) was also perfccted by registratron.

(g) Customcr V (a company)creared a hypolhccalion overits €luipment
in favour (,fSecured Creditor N on the 5th April. I h€ hyporhecation
extended lo any proceeds reccived from the sale of th€ equipment
$'ith the pr ior authorizition ofSecurcd Creditor N.

A financing statement was rcgistered in the cornpanies' rcgister of
m ortgages rnd charBes on thc I 01h April in respect ofdre hypothecadon.
'l-he hypolhecation was perfecled by reSistration ;n lhe I 0l h Apri L

'l he Secured CreditorN authoriz€d in writing the salc ofrhe equipment
byCuslom,rrMon d|e 5th May shich resulted in Cuslomer V rec€ivin8
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a cheque of onc hundred lhousand rupees in the form of proceeds

ansing from thc sale ofsuch equipment.

In lhis case, Secured Creditor N's securiry_ inlcrest in the cheque of
one hundred thousand rupccs (a negotiable instrumcnt) was also
perFected by rc8 istrarion on the I oth Apri l.

15. Pcrfeclion in aflcr-rcquir€d pmperty, procetds alld comminglcd
goods. ll) A sccurily inlerest in afrer-acquired property, procceds or
colnmirglcd goods, whcrc applicable, shall stand autor)ratically perfecled by
virtue of thc pcrfection of the security interest in the oollateral.

(2) wlereasecurity interesl is pcrfccted byregistrarion as providcd under
this Acl, sub-secrion (l) shall not apply if the after acquired property. non-cash
proceeds or commingled goods, as applicable, is not covcred in the registered
financing statemenl or form l0.asapplicable.

Flpldnation. For thc purposes of sub-section (2), non-cash procEeds shell
include all procceds other than money, cheques, funds crcdited in adeposit account
or the like.

16. Specirlized rcgistrv.-A sccurity interest in intellectual prop€rty
that requircs registration in a specialized registry pursuant to any orhcr law
currentl) in force. may, nolwithstandinS the provisions ofsuch law, be perfecred
only by rcgistration as provided underthisAct.

17. UDperf€clcd securiq interests.-A security interest that is not
perfected shall be )ordagarnsl lhe Iiquidaror, administrator or receiver butshall not
prejudice the sccurcd creditor's riSht to repayment of finance as an

unsecurcd crcdilor.

Prrt IV

Regiclration

18. Application oflhis Part.-{l) Thispan shallapply only to an entity
creating a sccrrity interest.

(2) This Part ofthc Act shall nol apply to a company and shall nol a{Tect

the provisions contain€d in thc Companies Ordinance, 1984 (XLVll ofl9E4) rcquiring

regrstration ofsccuril-v in(ercsls created by a company.

19 S€cured Transrctiods R€tistry.-{I) 'l he Federal.Govcrnmenl
shall. by norificarion in the omcial Gazene, establish or cause 10 be establishcd a
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registry lo be knowr as the'Secured Transactions Registry' fo. the purposes of
registralion of securiry interesls crcalcd bv an entity and all matters incidental
lhereto-

(2) The Fe,lerefGovcmment shall, by notification in the officialCazefte,
speciry lhe datc from which the Registry cstablished undcr subsection ( I ) shall be
operational.

(3) The hs d officeofthe Rcgislry, esrablished u nder su b-secl ion (l ) and
made operational urder srb-section (2), shall be at such place as thc Federal
Govemment may sp€ iify and the Federal (;ovemment mav, ifconsidered necessary,
establish branch oflices of the Regislry al such other places as the Federal
Govemment de€ms fl for rhe purposes of facilitating regislration ofsecurity interests

created by an entity and lo perfom any or all of the functions of lhe Registry,
as.may be determinerl by the l'ederal Govcrnmcnt.

(4) The Federal Govemment may, by notification in the official Gazette,
define the teffitorial limils within which an ofiic€ of rhe Regisur- may exercise its
func1ions.

(5) The Re;ristry shall have ils olvn seal

20. Appoinlmenl of registren deputy rcgittr.rs.nd otheroflicers.-
(l ) The FcdcralGove nmenl shall, by notification, appoirt a registrar as lhe head of
the Regislry tor the pu.poses ofmanaging and controlling thc regist€r set up pursuant

to section 2l and such olher functions as may b€ dcterrnined by lhe Federal
Govemmenl, on such terms and conditions as it may think fitl

Provided thar thc r€gistrar shall be (a) a Govemment officer not below
BS 2l; or (b) a retired judge ofthe supreme Court of Pakrstan or any High Coun:
or (c) an eminent professional from private sector of known int€grity and
competencc wilh qualification and exp€.ience ofat leasl tcn y€ars in the private
sector in the field of{inance. banking, business or law

(2) The Federal Govemment may, by notification in the ofllcial Gazette,
appoint deputy registrars for each branch oflice ofthe Registry to perform, under
the control and superintcndence ofthe registrar such functions. duties and powers
ofth€ rcgistrar under :his Act as may b€ nolified by the Federal Govemment.

(3) The reSistrar may appoint such otherofficers with such dcsignations
as he may think fit for the purposes ofdischarging, undcr the superinrendence and
direction oftheregistsrr. such tirnctions, dutiesand powers underthisAct as rnay be
dete.mined by the reg strar
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21. Rcgbter of recority intere!b.-< I ) A register shall bc mainlaioed
in eleclronic format at the heod office ofthe Registryto record statem€nts in relation
to securilv interesls created by an entity.

(2) The register shall be maintained and operared under cont.ol and

management of the regrstrar.

(3) Thc rcgister sha ll be operatcd using an automated information system
which shall-

(a) allow a securcd credilor to lile a statement in lerms ofsections 23.24
aad 26:

(b) allou a secured creditor to file a securily agreement and any
amendments thereto in tcrms ofsection 25;

(c) reject filing ofa statement in terms ofsection 28;

(d) issuc a ve.ification statement in lerms ofsection 29;

(e) allow a person to s€arch the register in terms ofsection Jl;

(f) issue search repons under sub-section (3) ofsection 3l;

(g) allow a s€cured creditor 1o pay the prescribrd fees, if any, for filing
statements in lhe register;

(h) allow a person to pay the pr€sErib€d fees for searching lhe rcgister in
lenhs ofsection 33;

(i) allow an entity or any person having righa in thc collrreral to filean
applicationundersuEscction(3)ofsection3l; a

0) allow a p€Bon to do such other things as arc rcqui.ed or permitted b%

or under, this Acr to be done by a person in rclation 10 lhe register.

(4) The reSistraa may, by way ofEgulations, prescribe requirements for
th€ use of die rEti$er for any or all acts nnder sutrsection (3).

22. Org.Diafin of ttrc rcgilt r--{l) The register shall assign -
(a) a unique regist'uion number to each r€gisteaed financing statEment;

and
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(b) a registr.rtion number ro cach regislered modification statement and
terminat on statemenl relatinS !o a reSistered fi nancing sEtemenl under
clause (a) in a manner thal associates them rvilh the unique registration
numbcr rssigned lo such r(gislcred financing \larcnrcnl.

\yhere theentity isa naturalp€rson, theNatio al idsntily Canl number
or National ldentity Card for Overs€as Pakistanis numbcr. or in the

case of; foreigr national, lh€ passpo( numbcr;

(c) lhc vehi(:le rcBistralion numbcr; an(l

(d) fie uniq[e registration number

23. Fitrrocing stotemelt.-( I ) The sc'cured credilor may, in respect of
a s€curity interesl file a financing slalemenl in the register.

(2) The financing statement shall bc ill such form Ls may b€ prcscribed
by rulesand contain tte followinS particulars of.t security intercst:

(a) name ofthe entity;

(b) address )f the entily;

(c) type oftne entity;

(d) where the er,tity is a natural pcrson, theNatiorlal IdentityCard number
or National ldentity Card for Ovcrseas Pakistanis number, or in the
case ofa fo.eigo n€tional, the passpod number;

(2)

(a)

(b)

G)

(0

G)

(h)

Thc rcgi;tcr shall index rcgislcrcd llnancing smtcrnl}nts b),

lhe namrj oflhc enrityl

name a,rd address ofthe secured creditor:

type oflhe security intcresl;

maximum amount secured by the security interest;

descripl ron of thc collalcra l, includ ing lhe veh icle registrarion number
in case (,fs motor vehiclc, and its Irocccds, where applicable; afid

(i) in case of a floating charge, the nature of rcstriction, if any, on lhe
power oathe cnlity ro create filrther security interests over all or parl
oflhe crllateral.
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(3) A financ ing stalem cn t may b€ filcd only afterthe sccured creditor and
the entity have entered into a security agreemcnt and the secured creditor shall be
deemed to have bccn aulhorizcd by thc entily to file such financing statcment by
virtue ofthe entity executing the securitv agreement.

24. Modificetio[ of a registered financiDg strtement.-{1) The
secured creditor may, in relation loa reSistered fina cingslatcmcnlfilea modificarion
statement in the regisrci in resp!'ct ol--

(a) lransl-er ofall or pan ofthe securiry inlerest to whrch the registcrcd
fi nancinS slatement relates;

(b) changc in descriprion ofcollateral;

(c) addilionoromissionofcollateral.

(d) change in maximum amount sccured by the security interest;

(e) change in name ofthe entity;

(D chan8e in addrcss otthc cntiry;

(9 where lhe enliry is a nalural person, change in the National Identity
Card number or Narional identity Card for Overseas Pakishnis
number, or, in case ofa foreign national, passportnumber;

(h) change in type oflh€ entity,

(i) change in name or address ofthe secured crcditor; or

0) any other alteration to the informalion contained in the registered
frnancinS statement,

(2) The modification slatemenl shallbe in such form as may beprescribed
byru.lesand contain the following particulars, namelyl

(a) unique regrstration number; and

(b) nature ofmodification lo lh€ regislcrcd financing statement

(3) Thc filing of lhe modification statement by the secured creditor
under sub-section (l) shall not require authonzation in writing by the enri!y,
unless the modificali6n is in respect of an increase in the maximum arnouni
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secured by the securjty interest or is in respect of an addition of collateral or
otherwjse increascs tne exposure of thc entity to the secured credircr.

25. FilinB ot sccurity agrccmcnl.-A secured crcditor may, in respcct

ofa security intercst. tilc a security agreement and any amerdmcnts thereto in Lhc

register as an anachnr,:nt to a financiDg slatemenl or a modification statement. as

applicable.

26. T€rmin:rlion of a rcgistcrcd finsncitrg statement.--(l) A securcd

creditor shall, in rela,ion to a registclcd linancing staternent, file a termination
statement in lhe regisrcr wilhin fiftlre working days fronr the dale ofpayment or
satisfaction. rn full, of the obligation to which the regislered financing statement
relatcs.

(2) Thetemrination statemcnt shall be in such fbrm as rray be prescribed
by rulesand contain the fo llowing pa(icu lars, narnely:-

(a) unique r:gistration numberl ard

(b) datc on \vhich the obliSalion was paid orsatisfied, in full.

27. Effectfueness of filing.-A sratement shall stand registered when a

unique registratioD number or registmtioD number, as applicable, date a-nd time is

assigned 1() it in lhc rcgister and such stalcrncnt l;ecomes publicly searchable.

28. Rejecti(,n of filling.-A slatcmenr shall not be registered, it -
(a) thepaflirulars rrquircdto bc entered in a slatem€nl ane incomplete: or

(b) the secured creditor has failcd to pay the prescribed fee, if any, for
filing th.i statemenl in thc rcgister.

29. Vcrificrlior strtem€trl.--{ I ) ln rcspect of a registered statemen! a
verification slatemen t shal I be issued (o th€ sccuredcreditor in such form as maybe
prescribed by rules an,l contain dre follo\\ing info.malion:

(a) uniquc r.gistration numberor registration number. as applicable;

(b) particuhG as stated in the slatcment; and

(c) date anc time on \yhich rhe statement rvas legisterd.

(2). Tlleverification statement shallte conclusive evidence thata starement
[as heen registered i, accordance with the requirements of part lV ofthis Act.
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30. Ineffectivencss of B registered fitranciEg statcmcnt oDd
modification statcmcnt.-(1) A rcgistercd fjnancing statcment shall be
ineffectire. if

(a) particulars ofan entity under clauses (a) arld (d.) of sub-section (2) of
scction 2l arc slalcd- incorrcctly such thal a search of the register
would hot retricve the registered financing statemcnt;

(b) description ofthe collateral is stated insufficiently such thal a search

oflhe register rvould not reveal thc sanre collateral, provided that the

rcgistered financlng statement shall be rneffective only to the extent

ofthe collaleral which has been insumciently described and will not

rendcr lhe reei\rcred Ilnancing slalelrenr ineffecri\e $ilh respect lo
olher collateral suIIiciently described;

(c) thevehicle registration number is stated incorrectly such thata search

ofthe register would not retrieve the registered financing statement;

(d) the entity has not cnlered into a security agreement with the secured

creditor as required under sub-section (3) of s€ction 23.

(2) ifthe secured creditor failsto file a modification statement in relation
to a registered finaDcirg statemenl respect of a change under clause (e) or (g) as

rcquired under sub-section (l) olsection 24 within ten days of acquiring actual

kno$,ledge ofsuch changc by thc cntit),,lhe registered fiDancing statement shall be

ineffective against

(a) a competing security interestthat has been perfected after such change

but be fore fi I in g ofthe mod r ficatron statement by the secured cred itor;
and

(b) a purchascr, lcssce or licensee acquiring rights i[ the collateral after
such change but before filing of the modification statement by the

secured creditor.

(3) A registered modificalion stalenent shall be ineflective il'it has been

filed without the authorizalion in writirg by the entiry wherc such authorizalion is

required under sub-secrion ('l) ofscclion 24.

]l. Rcctification ofregister.-< l) Iheentiry or any person havingrighrs
in thc collateral covered in a registered financing statement may give a writter
dcmand to the secured crcditor to
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(a) file a mo(lificalion sla(emen! if

(i) dcs,iriptioD oflhe collatcral is irsulllcicnt or rcf€rs to movable
property lhat is not collaleral undcr the securit-\_ agreement;

(ii) the r€hiclc rcgistrEtion number rs incorrecl;

(iii) the iecured credilor has aBreed lo release part oithe collatcral
and has failcd to file a modification statemert irr respect (hcrcof

as r:quired under sub-section (l ) ofsccrion 24; or

(iv) ther) is any other onlission ormisstalement ofany particul!r in a

regi;tered financing slaremenl thal deEimertall) affects rights
oftt e entity;

(b) file atenr ination statement. if-

(i) the obligaton towhichthe reSistered fi nancin g slalement re lates

has reen paid or satisf'ied, in lull, and the secured creditor has

failedlo file aterminalion slatement wiliin the prescrib€d period

undor sub-section (l) ofscction 26: or

(ii) the r)ntity has not entered into a sccurity agrccment with the

sccured cred itor as rcquired under suEsection (3) ofsecl ion 23.

(2) A demanc u n dcr su b-section ( I ) shal I require the sccu red creditor to
file, at its own erpens-', a modification statement or terminalion statemenl, as

applicable, within 6fteen days from the date ofrecciving such dc'nand.

(3) ifthe 6ecured creditor fails to file a modification statement or
termination statement, irs applicable, within fi fteen days ofreceiving the demand_

under sub-section ( I ), rhe elltiry or person making the demand ay.bytilingan
application in writin8, r'equcst the regislrar to file such modificatior slatemenl or
termination statement. as applicable, alon8 with a copy ofthc written demand
and ,esponse. il-any. from the secured creditor,

(4) On receitt of an application under sub-section (3), the reSistrar
shall cause a wriltcn notice to be sent to thc secured creditor calling upon him to
show cause, within a tirne nol exceeding lwenty days from the dare ofreceiving
such notice, as to \vhv the modification statement or termination statement. as
applicable, should not t,e filcd.

(5) The rcSistar shall, ifno cause is shown, file the modification sratemcnt
orlerminalion stal('mL.nr. as applicable. in thc regisler
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(6) Where cause is sho\\,n, the rcgistrar Shall lnform thc cntit) or person

making the dernand under sub-se!lion (3) in writinS that the modificalion statement
or ternrinalion slatcmenl, as applicable, cannot be filcd lor reasons stated thcrcin.

32. Rcmoval of a registered linancing stateme!1.-(l) A
re8istcrcd financing slalement aud any rrodification slarcmenrs in relation thcrclo
shall bc rcmoved from the re8ister aftcr thiny days from the date on which a

termination statement has bccn tlled in lhe register rn respect of such registered
financrng statcmcnt pursuant to section 26 or seclion Jl.

(2) upon removal frorn the rc8istcr, the registered financing statemcnt
and any modification statcmcnts in reaction lhereto sha ll not be publ icly searchable.

(3) Notwithsknding rcrroval frorn fie register the ReSistry shall rclain
records of a registered financing statemcnt and any modification stalemenl and
t€rminalion statement in respccl thereoftor a period often ),ears [rorn the date on
which the termination statemcnl \!as filed pursuant to section 26 or section 31.

33. Right to s€arch (he rcgister.-{l) Any person shall be entitled to
search the regislcr and obtain repons therefrom on payment ofa prescribed fee.

(2) Thc rcgister ma) he searched by refercncc to the following critcfla.
narnclyi-

(a) name ofthe entity

(b) rvhere theentity is a natumlp€rson, theNational identity CardNumber
or National ldenlit.,', Card for Ove.seas Pakistanis number, or in case
ofa forcign natronal, the passportnumber,

(c) uniquc registration number;

(d) thc vchicle registration numberi or

(e) any other criteria prcscribed by regulatrons

(3) On a search ofthe register, a s€arch report shall be issued in such
form as may be prescribed by rulcs aDd shall set forth all registcred financing
stat€ments and modrfication slalements in relation fhercto in the rcgister relatinS to
the search critcrion used:

Provided lhar lvhere the search does not prcducc any results, the search

repon shall slale and confirm that there are no reSistcred financing statements

relating to the search criterion used.
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(4) A search report issued under sub-section (3) shall bc conclusive
evidence ofthe rcgistcr(d financing statements and modification sratcmcnts in relation
thcreto lo which rhc sc lrch relarer including

(a) unique regislration numberor rcgistration numbea as applrcable. date

and trme on \\'hich 6e hnanc ing stalemenls aIld modification slatemen6
in relatlo r thereto were regtstered; and

(b) orderoflIc rcgistered financiDg statemcnts and modificntion statements
in relatioI thereofset out in lhc scarch repon.

34. Oulsourcing. The Federal Covemment may issuc a licence lo an],

localor foreign entily broperatirg and maintaining the registeror for performing
any ofthe functions of the Registry in rcsp(ct ofthe regisler.

Prrr V

Priority of Sc.urity Interests

Chapl€r I

G€nerel Prioritv Rulcs

35. Priority oI security intcrcals in the same collatcral where ther€
i! no other wry of det( rmiriDg priority.-Unlcss oder[,ise provided in this Part V
I he follow ing ru les shi Lll apply, to delerminc prio rity of secu riq interests over the
same collateral, namel:,:

(a) bctween sccurity interests lhat have not b€en p.rfcctcd, the first in
timc to c.catc lhe security interest shall prevail;

(b) a perfect:d security interesl has prioriry over a seclrrity interest thal
has not been pedected; and

(c) bctwee'r perfected security rnterests, the first in limc lo perfect the

securily nterest in accordance with section l4 shall prevail.

(i) Betwe€n security inleresls that havc been perfeclcd by rcgistrarion
as proviced underthisAct, priority willbe determ ined by the orderof
registratirn.
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(ii) Between secuflO interes$ that have been perFectcd b) posscsslon or
control, priority rill bedelennined try the orderofpossssion or control.

(iii) Behveen a security interesr that has been perfccted b) registration as

provided under this Acr and a security interest that is perfecred
othcnvise than by regislration, priority will be detefln ined by theorder
of registration or perfection othenvise than b)' registration. whichever
occurs first.

36. priority of security int€rest in proceeds.- A security iDrerest in
proceeds shall have the same priorit]'as the securit, interest in rhe collateral.

37. Priority extending to future tinance.-Where a security interest
extendslo fulure finance,lhe securit) interest shallhave the same prioriry in respect
ofexisting and lirture finance.

38. Priority of secrrity inter€st in after-acqoired property.-The
priorily ola security interest rhat is perfected by registration as provided under
thisAct shall extend to allthe collateral stated in the registered financilrg shtement
or Form 10, as applicable. regardless of wheth€r rt is present or afler-acquired
propeny.

39. Extent of priority,-(l) Thc priorit) of a security interest that is
perfected byrcgiskation as provided under thisAct is limited to the maximum amount
secured by the security interest as stated in the registered financing statement or
Fonn I0. s applicable.

(2) Where the mlxilnum arnount sccured by the security intercst as stated
in the rcgi stercd financing s tatcmcn t or Fom I 0, as appl icable, is increased by way
ofa registered modification sratement or Form 16, the prioriry ofthe securit, interest
in respect of such increase shall be from the date the modification statement or
Form 16. as applicable. \ras regiskred.

(l) Whcre a modification stalement or Form 16, as applicable, has been
registered in respect of an add ition of collateral, other rhaD by way of proceed s, the
prioriry ofthe security interest in respecl ofsuch additioflal collareral shall be from
the dat€ the m od ification statement or Form I 6. as appl ica b le. uas rcgistercd.

40. Subordination.-An agreement may be €nter€d into h.L\ccn
securcd creditors o[ a customer or between a secured creditor and a cuslorDer
purs ant to which one secured creditor subordinates his security interesr ro thc
recuritv interestof another secured creditor.
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41. Right of securcd crcdilor to follow (hc collateral.---(l) Unless
otherwise provided in ,lhaptcr Ill ot this Pan of this Act, if a cuslomer lransfers,
leases or licenses collaL:rallhal is. al thc Ume ol'lrilnsfer, lease or licence, subject to
a perfected security inlercst, thc transferee, lessee or lrcensee shall acquire the
collateral subject to su(h p€rfected securiry rnrerest.

(2) A secured crediror's ri8hr lo folhw the collatcral undcr sub-sertion (l)
shall bc wilhout prejudice and in addilion ro the secured creditor's right to the proceeds
ol'the collatcral, whcre applicable

CHAPTI]R II

SPECIAL PRIORIry RULES

42. Prioril! of sccurity intcrcsl brscd on r€tention of litle
arlangemelt.- (l ) A iccunty intcrcsl bascd on rctcntion c'flitle arangement and
perfected by registration as providcd undcr this Act wilhin ten days ofthe date of
the securiry agrcemmt shall have prioriq O\,er all other competing securi$ interests
in the same collateral im spective of lhe time of nerfcction of such cornpeting Sccurit-v
interests,

(2) SuUsccln,n (l ) shallhe applicable only uhere lhe collareral is a moror
vehicle orsuch othermovable propcrty as may be notified bv the IrederalCovemtnent
for the purposes ofthis scction.

lllkstotion

Securcd (:reditor A has a hypolhccalion on allpresentan after-acquired
movable l)rope(y of Customer B (an entify) thal was perfected by
registraticn in the registe. on lst December

Cuslomer B leases a car fnom Secured Creditor C pursuant to a

finalce leasc agreernent oI lst February. Thc ownership ofthe car
is registerid in the namc ofthe Secured CreditorC. Secured Creditor
C also pefects its security interest in lhe car by registrarion in the
register on 4th February.

Secu.ed CredilorC will have prioritv over Scoured CredtorA.

43. Priority l,etwccn sccure credi(or aod beilct providing services
ir respect ofth€ collateral,-A securcd creditor shall havc priority over a bailee
havrng a lien in rcspecl ()fthe collatoralunder section IT0oftheConlraclAct, lt72
(lX of 1E72), provided rhe sccuriry interesr was pertecrcd b!forc lhe baihnent was
created,
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44. Priority bctlrecr securcd cr€ditorand utrprid scllcr.-An unpaid
seller having a licn in respect ofthe collateral under the Sali} ofGoods Act, 1930 (lll
of l9l0) shall havc priority overa secured crcditor.

45. Prioritv betseeo secuFd creditor and a benk hrvihg e b*nkers'
licn.-A bank halirg a bankers'lien under section l7l ofthc Contracl Acr. lE72
(lX of 1672) shall have priority over a secured creditor unless such bank has in
writing walved of irs bankers' lien.

46. Priorily of security interest in a right to prymcnt of funds
crcdited ilr a deposit r.count. -11) A security interest in a right to payment of
fu nd s c red iled ifl a deposit account that is pcrfccled by control has priorin' as against
a securir.,_ interest in a righr to pa) ment offunds credited in a deposil accounr thar is
pc.fectcd othcr than by control pursuant to sub.section (3) of secl ion 14.

(2) A dcposirory bank's riSht ol seloffagainstthe customers obligations
shallhave priority ovcr a sccurity interest in the right to paynent offunds credit€d in
a dcposit account u less the d epository bank has, in term s o f thc con l rol aBreement,
\r aived ofits riSht ofsel-off.

(i) Sub-scctron (2) shall not in any $,ay affect the depository bank's right
of set-offunder thc insolvency laws.

Illuslrdtions

(a) Securcd Creditor A has a sccurily imerest in a right lo paymerit of
funds crcdited in a dcposit account ofCustomer B (a compan)) rhal
was perfected by co rol on rhe 25th December.

Secured Credrtor C. has a hypothecation on all lhe present and after-
acquired movable props(y,(including funds credited in deposit
accou nts) of be that rvas perfccled byrcgistration on the lstDecember.

Secured CreditorAshall have priority over Secured Credilor C.

(b) Sccurud Crcditor A has a security interesr in, a right (o pavnent of
ttads crcditcd ina deposit account ofcusTomer B (a, entitl)that\vas
perfecled by control on the 25th December.

Secured Creditor C has a lloating charge on Customer B's present

and aftcr-acquired inveritory thal was perfected by registration on the

lst Dcccmber. Secured Crcditor C's floating charge shall extend to
the prmccds. i e sale procecds of inventory that are credited in a

dcposit account o!er $'hich Sc(ured CreditorC has no control.
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Secured Creditor A shall havc prio.ity over Secured Crcdilor C

47. Priorilv of sccurity inlcrcs( in collatcrrl covered by title
document.-A secur:ry inreresl i'r collalcral covercd by lillc documcm that is
perfected by possession has priority as against a sccurity inlerest in collateral
covered by title docurnent that is perfected othcr than by possession pursuant to

sub-section (3) ofseclion 14.

Secured Credilor A has a securit) literest in collatcral covered by a

title do(umenl of Custo rer B (an entirr) that was perfected by
possessi.)n on lhe 25dr Dccernber,

Secured Cred[or C has a hypothecation on all thc presenl and

after-ac(luircd nrovable property (including Boods-in transrrcovered
by ritle ( ocuments) of(luslomcr B that *as perfected by registrarion

on the ljt December

S€cured Creditor A shall have prrority over Secured Creditor C

4E. Priorit] betw€en r p€rfecl€d floeting chrrgc and fixcd charge
over the seme collateral.-< l) Subject to sub-srclion (2), a lixcd charge p€rfected

after an earlier perfect )d floa(ing charge over the same collateral shallhave priority
so long as such floatirrS charge has not crystallized inro a fixed charge.

(2) An carlier pcrfected lloaring chargc shall have priority over a
subsequently perfecteJ lxed charge ovcr thc same collaleral, where -

(a) the secur ity agreement credting such floating charge contains a provision
prohibit ng the crcation ofony further security interest over the same

collaterzlr and

(b) the secured creditor taking a subsequcnt fixcd chargc ovcr thc same

collater. lhas notice ofthe provision in clause (a).

(3) if the rcrtriction undcr clausc (a) of sub-scctioo (2) is stated in the
registered financing srrlcmentorForm 10, asapplicable, the sccured creditortaking
a subsequent fixed chrrge over dre same collateral shall be deemed to have notice
of such provis ion.

49. Priorit) of scclrity intcrtsl in a negotirble inslrumenl.-< I ) A
secuflty inter€sl in a 

're 
gotiab le inslrumcnl lhat isperfected by possession has p.iorit)

as againsl a security irtcrcst ir a ncgoliablc inslrument that is perfcctcd othcr than
bv posscssion pursuar t lo suh-scclion (l) ofscclion l4



(2) A sccuritv intercst in a negotiable instrLrment is subordinate lo the
rightsol'a holder rn due course as delined in scclion 9 of the Negotiab le instruments
Act, l88l (XXVIof I88l).

(a) Secured CrcditorA has a s@urity interesl in a negotiable instrument
issued in favour of Customer B (an entity) that was pedected by.
possession on the 25th l]ecenrber.

Sccurcd Crcditor C has a hypothccation on all the present and

afieFacquired movable propert) (including right to paymenl under
negotiable instruments) of Customer B that was perfected by
registration on the Isl Dccember.
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Secured Credilor A shall have priority over Secured Creditor C.

(b) Secured Crcditor A has a securit) interest in a negotiable instrument
ofCustomer B (a coDlpany) that was perfected by possession on the

25th Ilecember

Secured Creditor C has a floating charele on Customer B's p.csent
and after-acquted irrventory that was perfected by registration on the

Ist December. Secured Creditor C's floating charge ext€nds to
procecds,l ? sale proceeds ofinventory that may be in th€ form ofa
negotiable inslrumenl ofwhich the Secured Creditor C u,ill have no
possession.

Secured CreditorA shall have priority over Secured Creditor C

CHAPTER III

TAKING F'REE OF SF]CURITY INTEREST

50. Purchaser taking free o[securily interest.--{l) A purchaser for
value will acqute co llatera I (other than a negotiable instrumentor collatera I covered
b! title document) free ofany security interest, where the customer -

(a) sells thc collateral in ordinary course of business, provrded that the
cuslomer shall not conduct a bulk sale ofcollateral without the prior
wri(ten conscnt oIthc sccurcd crcditor

Erplotlotion. U]nless othcrwise providcd in the security agreement. a

bulk salc shall 
'nean 

any transfer olall or major pan of the collatenl
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ofa custcrner ol ofthe collateral held at a pa(icrrlar placc'LrIbusincss

(b) is aulhori.,ed in writing bl,the secnrcd creditor to sell thc collatcral
free of th( sccuritY intercsl-

(2) A purcha;el for value shall not acquire collateml free ol securitl'
intcrcst undcr clausc (r) of sub-scction (1) if. at dre time ofthe acquisition, the
purchaser has actual knowledgc that (hc sals of the collalcral is prohibited unde.

thc sccll.it\ aLlrcelnent.

51. Rights o, a lessee and liccnscc.-{1) The rights ofa lessee and
liccurcc rn the collatrjral are not alfectcd by a securirl inrcrcst \\'hcre thc

(b) is authori, ed in writing by the secured crcditor to lcase or license the
collateral.

(2) Clause (a of sub-section (1) shall not apply if, at the time ofthe
conclusion ofthe leas( or licence agreenrent. the lessee or licensee has acfual
knor{,lcdge that the le,rsc or Iicencc of rhe collateral is prohibited under the
securi$'agreernent.

52. Trxnsferrle of funds h€ld in a dcposit account taking free o[
s€curitv int€rest.-Wlere the customer has indiated a transfer of funds from a

deposit account that is subject to a securiB' interest, the transferee of the funds
takes rhe funds lree oi any securrty ,nterest ulless the transferee had actual
kno$ledgc that the fun( s traosfcr is prohibited u0der thc securir) agreement.

(a) leases or llcenses the collatcral in ordinary course ofits business; or

PART !'I

ASSI(INMI]NT OF RI](]FIVABI,I'S

53. Assignm(nl ot rcccivables by Eav of security and absolut€.-
(1) An nssignor mav llrr value assign its righrs. title, interesls and bcnefits in
receivablcs to ar assigD ie in $,riting.

(2) An assign nent ofreceivables may he absolutc or by way ofsecurity
Iirr thc pcrformance ofthe customer's obliganons.

(3) Upon ar assignment ofrcceivables under sub-scction (l),
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(a) the rights and rerncdies ol thc assignor, whethcr by damagcs or
othcrwisc. shall vcsL in thc assignce;and

(b) the assignee may sue or instrtutc proccedings in rcspcct of the
assignmcnl of rcceivablcs in his own name withour obEining the
assignor's consenl lo such suit or proceedlngs and withoul making
him a party thereto.

(4) NolN ithstandinS sccttun 5 of thc Tmnsfcr of Propcny Acr, lt82(lV
of 1882). an assignmcnt ofrcccivablcs may be offuture receivables and such future
reccivables shall vesl in the assignee on rhe acquisition oflhe receivables b)'lhe
assignor.

Explanolion. Future receivables are aeceivables that are generated as a
.esultofa contract that is concluded afterthe conclusion ofthe agreement assign ing
the receivables.

(5) lf the rcceivablcs lo bc assigncd are secured by movable
pmpert),. then, unless otherwisc agrecd bctwecn lhe assignor and assignee, such
securitv shall stand aulomatically iransfered to and vesl in the assignee upon
assiEnmenl.

(6) The rithts ofan assignee in respect ofthe assi8ned receivables are
subject to

(a) all dcfcnccs and right lo scl-off arisin&from the original contract
belween thc account dcbtor and the assignor that the account debtor
could have assertcd against lhc assignor:

Provided that thc assi8ncc shall, unless ot-herwise agreed with the
assignor, bc cntilled to recover from theassiSnor, any loss suffered by
it as a result ofthe account debtor exercisirlg any such defences and
right lo setoff; and

(b) any rights to seloffthat the accou[tdebtor could haveasserted agsinst
thc assignor i rcspcct ofclaims against thc assignor accruing before
thc account dcbtor rcccivcd nolicc in writing ofthe assignment.

(7) Sub-sechon (6) shall nol apply if lhe accounl deblor has agrc€d in
wriring with the assignor that it shall nol assel any defences or righl to s€t-off,

54. Assigtrmcnl ofreceivablcs by way ofsccurity.-< l) The provisions
of Part II, III, V VII, VII| and lX of this Act shall apply ntutatis mutandis to an

assignment ofreceivables by way ofs€curity.
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(2) AD accou )t dcbror shall be bound by th'} terms and conditions ofthe
assignment ofreceivables by\a) ofsccuriry. provided the account debtor has received

notice in rvriting ofsuclr assignmcnt in remls ofsub'sccrion (3) or has consented to

thc assignm cn1 of receir ables in writing.

(l) The noric: to be given under sub-.seclion (2) to the account debtor

may be givell by the assignor or assignee and shall al lhe minimum -
(a) slate namr, and addrrss ofrhe assignor:

(b) state namlr and addrcss ofthe assignee; and

(c) identiry th! receivables assigned

(4) Lrn less oth,:r,rr'ise provided inthe secu rir,,' agreemen t, if fre receivables

assigned by way of secur ity are rcccived by the assignororrecovercd by the assignee,

itshall be apphed in tle lbllowingorder:

(a) in or towa -ds payment ofthe cost of such recovcr);

(b) in or to.t.r'a-ds the $lisfac(ion of the aflount o[ lhc security interesl;

and

(c) th€ residurLl, ifany, to the assignor or any other person entitled to

receive thc same,

55. Absolute essignDert of rec€ivrbles,-{ I ) An account d€btor shall be

bound byan absolute asr ignmentand have a dul]_ lo rnake paymcnlto the assignee

where the account debtor has received noticc in wriling ofsuch assignment in terms

ofsub-section (2) or has consented to the assiSnment of receivables in wriling.

(2) The noticc lo b€ givcn under suEsection (l) to lhc account debtor

may be givcn by the assignor or assignee and shall at the minimum

(a) srate namc and address ofthe assignorl

(b) state name and addrcss ofthe assigncc;

(c) identiry the receivablcs assigned; and

(d) rcquire the ac.ount debtor to pay the assignee in accordance rvith
payment initruclions stated thercin.
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(3) Ifan account debtor has nol been Biven notice, undcr suEsection ( I ),
ofthe absolule assign men t o f receivables, he shall beentidcd to rnake payments to
theassignor in respccl oftheassigned receivables in accordanccwilh theoriginal
oonlract between the account debtor and the assignorand such paymcnt shall fully
discharge fie account debtor:

Provided thar palment made to the assiSnor in respect ol such receivables
shallbeheldintrustforthebenefitofthcassiSneeandtheassignorshallforthwith
make paymem o[such amount to the assignee or its agent duly authorised ln this
behalt, unless otherwise agreed belween the assignor and assigncc.

(4) Nothing in this Act shall prcjudice an assignee's right to enforce an

absolute assignmcnt ofrcceivables wilhoul lhe inten'ention ofthe courts.

i6. Applicrbility of the TrNnsfer of Property Act, l8t2 (lV
of 1882).-Seclions 130, I3l, 132 and lJ.{ oflhe Traasfer of Property Acq 1882
(lv of 1882) shall nol apply to an assignment of receivab les under this Act.

PART VII

ENt.'oRCEMENT OF SECI]RIry INTERESTS

57. Modes of €ntorcemenr.-A seoured creditor may, after an

occurrence of an cvcnl of dcfault, cnforce security interesl in accordance with
section 58 or 59.

58. Recovcry suit.-{l) A secured creditor may enforce a security
interest by filing a recovery suit against the customer in thc Banking Court-

(.2) The provisions of the Recovery Ordinance shall apply nutatis
,,r//axdrl for the purposes offiling a recovcry suit against the cuslome.

Explanutbn -l'he provisions of thc Rccovery Ordinance relating to the
enforcement ofa morlgagc oler immovable property shall not be applicable.

59. Othcr erforcem€nt modcs.-{ I ) A Securcd crcditor may enforce

the follov,ing secuntv interests withoutthe inteftention ofthe courts:

(a) a pledSe;

(b) an assignment ofreceivables by way of se€urity;

(c) a sccurity interesl in a negotiable irstrumen( (hal is perfected by
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(l) a securily inlerest in a tirle document that is perfeded by possession

:EE ar r IgSr li,ExB4- et!!.2!r6
(d) a secunty inlercst in a righl to palnlent ol lundscrcditedinadeposit

account that is perfected by control;

(e) a securi-r,- interest in a motor vehicle bcscd on retention of title
amnge' rent: and

(2) At any ame after a secured creditor decides to enforce a pledge after
an occurrence ofan e'ert o[delhult, the secured creditor rray grve a rvlitten notice

ofdemand to the custorner in writing and rtquire the customer to satisflhis obligation
within fourreen days riom thc date ofreceipt 01'the noLice. lhenoticeshall give
details ofthc amount Iayablc by the customer an(l spcciry the collatel.al that may be

enforced in the event c flhe customer failirg lo sal isly his obligaLion:

Provide(L thatthe secured creditornray dispense s ith such notice if
(a) in thc reasonable cp in ion ofthesecurcd creditor the collateralis in

danger cfbeingwasted, misappropriated or is perishable; or

(b) the amornt oftinance exceeds ten million rupees and the securitv
agrecrn.nt pror ide. lor.uch dispensarion

(l) The right ro enforce an assigrment ofreceivables by \,!ay ofsecurity
and asecurity ioteresl n a negotiable instrument inremrsoflhis scction ircludes the

right ro enforce any sr:curity over nrovable properr_'- or a rnortgage of unmovable
property by deposit of title decds as provided in sub-scction (0 ofsccrion 58 ofthe
Transfer of Properq, Act, 1882 (lV of 1882) that secures the payment ofthe
receivables or the neg(fiable instrument

(4) ln case cf a securit)' interesl in a righl to payrnent oflunds credited in
a depo.it account. the .ecured credilor shall

(a) u,here srrch sccured creditor is thc depository bank, be entitled to
apFopri tte and secoff the fu ods credited in lhe deposit account against
the custrmer's obligationl or

(b) where sL ch secured crcditor is not the depository bank, be entitled to
instruct rhc depository bank to pay the tunds crcdired in the deposir
account lo or for thc bcncfit ot the secLrrcd crcdilor in terms ofthe
control agreement,
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(5) Nothing in this Act shall prejud ice a s€cured credilor's righr to enfo rce

a security interest *irhout the intervcotion ofthe courts under any other Iaw lbr rhe

time being iri force.

60. Erforcemenl where coUatcrrl is in th€ nature of propcrty
etteched to immoveble prop€rtv.-< I ) lflhe collateral is in the naturc ol p.opcrt)-
attached to immovable property, the securcd creditormav, upon enforccmcnl ofthe
security iDtcrest in accordancewith theprovisions ofthis Pan, rcmove such propcrty
and shall reimburse the mortgagce or owncr of the immovable property to \\'hiJ)
such property is aftached for the cost ofrepair ofany damage to thc immovi.le
property rcsulting from thc rtmoval:

Provided that thc s€cured creditor shall not be required to rcimbrrne dre

mortgagee or owner ofthc immovablc property for any rcduction iI value of the

immovablc property resulting from the rEmoval ofthe propcrty aftached to immovable
property.

(2) The secured creditor shall be entitled to recover from the curtomer
anyexpcnscs incurred by him for lhe pu.pos€s of.emovinglh€ propery atkched to
immovablc property.

61. Fresh election ofdirectors oll request of the securcd crcdilor.-
Notwithstanding anything contained in the Companies Ordrnance. 1984 (XI VII
of1984l whcre a secured crcditor acquires twenty percent or more ofthc voting.
securities ofa company in his own name upon enforcemcntofa pledge ofsecurities,
he may require the company to hold a fresh election ofdirectors in accordance
with I he procedure la id down in section I 7t of the Companies Ordinancc, I I84
(XLVll of I9t4) within sixly days of the secured creditor requesting thc sanre.

PART VIII

RIGHTS AND OBLIGAIIONS OI' SECURED CREDITOR AND
CUSTOMER

62. Duties of cuslomer in cese of a non possessory sccurity
irt€rBt.-{l ) A customer sh: ll exercise as much care in lhe custody, preservation.

operation, maintenance, us€ or other enjoyment or exploitalion ofcollateral in the

customer's po6session as a man ofordinary prudence would as ifthe collaterrl hed

been free ofany security rntcrcst and shall not take any action, directly or indircctl).
that may waste, misappropriale or oth€rwisc prejudice the value of the collatcral.

(2) A customcrshall bc liabletorhe secured credilorforany loss ordanmge

ro rhe collateml as a result ofa breach of the obligations under sub-scclion ( I).
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(3) Subject ro the terms of thc securit) agreement, thc sccured creditor
afld its agents shall havc rhe flghtto lDspect value, insure, superintend, take samples
and particulars ofllre c( Ilareral aDd to check any statemeDts, accounts repons and

infonnation pertaining ro the collateral.

61. Duties ol secured credi(or in casc of a pledge and securily
interest in collateral (overcd by Ir title docurrlcnt.-Sections 150, 151, 152,

153, 15,{, 155, 156, l,57, 173 and l?5 of the Contract Act, lt72 (lX of lt72)
shall apply nutatis Dlulardlr to a secured creditor in the case ofa pledge or a
security intcresl in colla.craI co\,crcd by a title document.

64. Malerial informrtion from secured creditor,{l) The customer
may send a wrilten dern rnd to the securcd creditor to provide material information
in respecl ofa secudty nterest.

(2) A secured crcditor shall, upon receivinB a writtcn demand under
sub-scclion (l), providc thc malcrial informalion ro the customer within fourteen
days ofreceiving the de nand.

(3) A secured creditor may charge the customer a reasonable fee for
responding to a written lemand under sub-section (l) provided thatsuch fee shall
not exceed the cost ofprocessing sr-tch demand.

(4) For lhe pu poses of th is sect ion, ma teria l infonnation shall mea n -
(a) a copy of he securiry agreement and any amendments thercto

(b) a statemer t in writing of the amount of the aggregate outstanding
obligation of the customer secured by the collateral as of the date
specified ir the written demand under sub-section ( I );and

(c) a statemer t in ivritingthat approves or corrects an rtemized list of
what dre c rstomer believes to be the collareral securing an obljgat;on
as ofthe d rte spccrfied in the written demand Lrnder sub-section duly
authentica -ed by the customer.

PART IX

N, ISCELLANEOUS PROVISIONS

65 Notice. i I) A norice or demand requ ircd to be given pursuant to any
provision in Part IV oI this Act may be given to the secured creditor or entily, as
rpphcablc. tbrough cou-ier or registered post with acknowl€dgement due at the
arldrcss providcd in the registered financing statcment_
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(2) A notice o.demand given in accordancc rvith sub.section ( I ) shall be
dcemed to have b€en given and receivcd -

(a) on the day ofaclual delivcry wherc the notice is sent by a couricr: or

(b) four days afterthe noltce has been posled, wherc the notice is sert by
registered post with acknowlodgemenl due.

(3) Thc registrar may prescribe by regulations add itional modes ofpruv id ing
a nolice or demand to the secured crcdilor or entity, as applicable, pursuant to any
provrsion in Part lV ofthis Act and maltcrs ancillary thereto.

66. Provisions of itrsolvcncy lo*s not rff€cted.-< l ) If a customcr
becomes insolvent, the same rules shall prcvail and be observed wilh regard to the
priority ofdebts upon Oe distribution oflhe insolvent customer's estate, dre nespective

rights oftre secured and unsecured creditors and to debts provahle as are in forcc
for the time being under the applicable insolvency laws:

hovided tlal a secured crlrd itor shal I have thc right tc stand outside insolvency
proceedings and enforce his security interest forthe repayment offinance and such
right shall, save as is provided in sub-section (2), not be subject to any pretirential
claim, whether arising before or after the creation of the security interest, by any
person or authority.

(2) Preferential claims by ary pcnion orauthority shallhave prio.ity over
the claim ofa secured creditor having a floating cherge, so far as the assets ofthe
customer available for pal,.rnen t o f u ns€cured cred itors are insuffic ient to mee! s uc h

prefercntial claims.

Explondlion. Fot the purposes of sub-section (2), a fixed charSe crcalcd
upon cryslallization ofa floating charSe shall bc treal€d as a floating chargc

67. Prot€ction ofactior laketr in good faith.-No suit claim or other
legal proceedings shall lie aSainst the Registry or the registrar, deputy registrar or
omcers, stafr and olher employees ofthe Registry in respect ofanlthing rvhich is

done oromrtted to be done in gircd faith under thisActor any rulcs and rEgulations
made thereunder.

68. The provisior. of thtu Act to override other lswr.-( I) I hc
provisions ofthisActshallbe in addition lo, and no! save as expressly provided in
lhis Act, in dero8ation of any other law for the time being in force.

(2) In theeventofany inconsislcncy or conflict betwcen the provisions ol-

thisAct and any olher law for the time bcing in force including burnot limited l,,lhe
Companies Ordinance, l9E4 (XLVII of 1984), Rccovery Ordinance, Con[acl Ac'
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Itill(lXoflE72),'lrarsferofPropertyAc!1882(lVof1882),SpcciflcReliefAct,
I877 (l of I E77), Sale,)fGoods Act, I930(lllof1930),andCencralClausesAct,
1897 (X of 1897),the provisions ofthisAct shallprevail.

69. Power t( remove dillicultie!.-lf any dilficulq' arises in giving
effectlotheprovisionsrllhisActtheFederalGo\emmentma,;byorderpublished
in the ofllcial Gazette, 'nake such provisions, nol inconsistent rvith the provisions

ofthis Act, as may aprear to be necessary for removing such difficulty.

70. Power to make rules.-(l) The FedeEl Government may, by
oolilicrtion in lhe officill6azette, make rulcs, not inconsisteut wirh the provisions of
th i\ r\.t, for carr),ing ollt the purposes ofthis Act.

(2) In particular, and withoul prcjudice to the generality ofthe power in

sul)-section 70, theFedoral Govemmentmay makc rul€s in respecl ofthe following
nratlcN. namely:-

(a) the forms ofthe statements to be used for the registration ofsecurity
interesB rrnder Part IV of this Act, instructions for filling in such

statementi ard ancillary matlers in resp€ct thercof:

(b) descriptio n ofcollateral to be included inthe security agreem€nt under
clause (c) ofsub-sectioD (2) ofsection 6;

(c) the rerms and conditions of the appointment and service of the
registr8r. 'leputy registmrs, officers, stafrand o6er employees of the
Regislry: md

(d) any other mafterwhich has to be, or may be, prescribcd by rules

71. Public Sr:wents.---(1) Th€ registrar, deputy registrars, oflice.s,
emplo)€es ofthe ReSis ry and other person authorized to perfonn or exercise any

function orpower under th is Act or rEndering services to the RegisEy as consultanr
oradvis€rshallbedeemedtotr€publicscrvanlswirhinthemeaningofsecfion2lof
thc Pakistan Penal code, lE60 (Act XLV of 1860).

(2) Save as olhcrwise provided by thisAct and only for the purpos€s so
provided, nothing herein conlained shal I be construed to mean thatany p€rson rcfe[ed
k)i sub.section ( I ) is of shall be de€med to b€ in the service ofPakistan or is to t,e
reeardcd or treatcd as a civil sen'anl.
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72. Powcrto nrke regulations.-{l) The registrar may, by notificatien
in the official Gazefte, make regulations, nol inconsistent with tle provisions of
this Act and thc rulss made thercunder, for carrying out the purposes ofPart IV of
this Act.

(2) In particulac and without prejudice to the generality ofthe po\rer in

sub- section I , lhe registra r nrey make regulations in resp€ct ofthe following manErs,

namely:-

(a) amountand mode ofpayment offees payable for filing statements in
the regisler, searching the rEgisler and other sewices to be rendered

by the Registry under Part lV ofthis Act 6s sre commensurote with
rhe cost of prov id ing such serv ices;

(b) form and manner in which applications to the r€8istrar under the
provisions of Part IV arE to b€ submified and arcillary matters in
respect thcreof;

(c) modcs of providing a notice or demand to the secured creditor or
entity, as applicable, pursuant to any provision in Parl IV and ancillary
matters in respect thereof;

(d) prc'cqlurc and terms and conditions for the use ofthe electronic register

under suLsection (4) ofscction 2l;

(e) proc.dure and requiremenrs for searching the register under s€ction l3
and ancillary matters in respect thereof; and

(f) any other matter rclating to registration of security interests under

Part IV of this Act which has to be, or may be, prescribed by
regu lations;

73. TiersitioDrl provisioB.-{l) For the purposes ofthis s€ction,

(a) "priorsecuriry ioter€st" means a security interest created orpmvided
for by a security agrcement or other trensaction entered into by sn
entity b€fore the commencement ofthis Act;

(b) ''prior lau'" means any law, whether stalutory, equilable or common
law thar was rn forcc before the commencemcnt ofthis Act;
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(c) "t_ansitic nal penod" mean s the period ofslr months after dre notifical ion

ofeslablishmeot of&e Registry is published [' the F€deml Govcmmeit
in terms ofsub-section (l ) ofsection 19.

(2) Secured creditors may perfect prior security interEsts in accordance
with thisActdurinsth,i transitional period.

(3) Upon perfection under sub-section (2), apriorsecurity interest shall
rctain priority from lhe date it was perfccled under prior law and shall hsve
priority over a securiry interest created and perfected after the commencemenl of
(hisAcl.

(4) Ifa prior s€curity interesl is perfected after the Eansilional p€riod,
such prior sccurity int(:resl shall bc deemed to have piority fiom $e date of actual
perfection in the even: of a conflict with a security inter€st cFated and perfecled
afterlhc commencem( nt oflhis Act or s prior security interest perfected during the
transilional period.

(5) Nothing in this Act shell prejudice a security interest crcatd err|d

perfccted by a compa;ry before the commcncement of this Act and such security
interest shall Continue to be govemed by prior law

STAI'EMENT OF OBJDCTS AND REASONS

TakrnS security, interests over movable property isconsid€red risky undea

the currcnt legal fi-anrework in as much as: (a) it does not adequetely provide
for the c.eotion of recurity inleaests ov€r movable property to secure the
obligations owed by a rustomer to a financial inslitutioni(b) itprovides a restrictive
and ambiSuous definLtion ofmovable properrj-; and (c) it does not provide for
lh€ re8istration ofsecurity interests over movable property, where the borrov,,er
is not a company. Consequently, access !o crcdit is constmined for borowers.

2. Accordil8|y, with a view to promote t]re conduct ofbanking busincss
and to increase accesri to credit, in particular for small and medium enterprises,
micro-businesses an,l agrr-trcrrowers, it is proposed to enact the Financial
Institulions (Secured Transactions) Bill, 2016 that provides aor a legal regime
for lhe creation, regisration, priority and enforcement ofsecurity i erests ovcr
movablc property, and in particular:
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(a) clarifies and cxpands the meaning and scope ofmovable prope(y;

(b) provides gencral plinciples in rclation to creation and perfecrion of
security inter€sts over movable property:

(c) provides priority rules between competing security interests over
movablepropeny;

(d) establishes a secured transactions registry and an electronic register
for the purposes ofadministcrinS the Financial Institutions (Securcd

Transactions) Act, 2015 and matters related lhereto:

(e) providesgeneral principles in relation toan assignmenl ofreceivables

(f) provides the modes ofen forcement for security interests overmoiable
property; and

(g) provides general principles in relation to the rights of secured creditors
under the insolvency laws.

l. This Bill is designed to achieve the aforesaid purpose

SENATOR MOHAMMAD ISIIAQ DAR,
Ministet Jor Finance, Revenae,

Econ o m ic A,ffair s, Sta I isl i cs
and Ptiyalizdlion.

ABDUI, JABBAR ALI,
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