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ANNEX.A

IAS REPORTED BY THE STANDING COMMITTEE ]

I}ILL

to omend the Financiol lnstitutions (Secured Transodions)
Act, 2076

WHEREAS it is expedient to amend the Financial

lnstitutions (Secured Transactions) Act, 2016 (XXXI of 20L6), for
the purposes hereinafter appearing;



?-"

1. Short litle and commercement-(1) This tsill shall be called
tha Financial Institutiors (Secured Transactions) (Amerdmellq Bill 2020-

(2) It shall come into force at once.

2, Amelldment of sectiou 1, Act )OgI of 2016.-In the Financial
Instiurtlons (Secured Transactions) Act, 2016 (XXXI of 2016), hereinafter
refdrecl to as the said Act, in section 1, in suEsection (3), for *re words "Fedeml
Government" the word "Commission" shall be substituted.

3. Ametrd ents of section 2, Act XX}q of 2016.-In the said Act, in
section 2, ill sub-section (l), -

(a) after clause (i), the following aew clause shall be insened, namelyi

'(ia) "acquisition security interest" mcans a secudty interest io
tangible movable property which secnres an obligation to pay
any unpaid portior of the purchase price of that prop€rty, o(
other credit extended to enable tle customer to acquire dghts
in th€ p.operty to the extent that the credit is tls€d for that
purpose;";

(b) in clause (ii), after the words "after-ac4uired", the words'and
futurc" shall b€ insefied;

(c) ir clause (ix), alier the word "goods" the wbrds "and products"
shall he insened;

(d) in clause (x), for the exprcssiotl "clause (7) of sub-section (l) of
section 2 oftte Companies Ordinance, 1984 (XLVtr of 1984y' lhe
expression 'tlause (t7) of sub-section (l) of section 2 of the
Companies Act'' shall be substituted;

(e) after blause (x), amended as aforesaid, the following new clauses
shall be inserted, namelyi

"(xa) "Companies Act" means the Companies Act 2017 (XlX of
20t't);
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(xb) "Commission" shall have the samo meaning as assigned to it
under claure (g) of sub-scction (l) of section 2 of tho
Securities and Exchange Commission of Pakistan Act, 1997
(x[-tr of 197);";

(! for clause (xx), the following shall be substituted, namelyr

'(xx) 'financing statement" m€aos drc prescribed form to be filed in
the register for the purposes ofp€rfecting one or more security
interest$":

(g) clause (xxi) shall be omitted;

(h) in clause (:o<iD, for the expr6ssion 'Companies Odinance, 1984
(XLVII of 1984) fre expression 'toopanies Act, 2017 (xlx of
20 I 7)" shal I be subsdtuted;

(i) in clause (xxiiD, for the epression "Compsnies Ordinarce, 1984
(XLW of 1964), the expressioo "Comparies Act, 2017 (XIX of
20 I 7)" shall be substituted;

0) clauses (rodv) 8nd (nxiii) shaU be omiaed;

(k) for clause (xxxvl the following shall be substitued, namely:-

"(:o<xv) 'possessiou of an electronic title document by a persoo"
rBears tho haDsfer of exclusive conkol of the electonic title
docoment to that person in accordance with the proc&dures

,estabtishcd by the system under wtich the etecuooic title
docurnent is issued;";

(l) in clause (xxxvi), the words "or regulations" shall b€ omitted;

(m) in clause (xxrvii), after the word and comma "exchange," tho word
'replacement" shall be inserted;

(n) in clause (xliii), in sub-clsuse (b), for the expression "Companies
Ordinance, 1984 (XLVII of 1984), the expressior '.companies Act,
2Ol7 (]xlxofz0l7y' shall be substituted;

(o) for clause (xlvi), the following shall be substituted namely:-

'(xlvi) "serued crpditoi' means a financial institution or a consortium
of financial iEtitutions in whose favour a security itrtelest is
creatrd by the customgr aad in the case.of a security interest

ti
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that is an absolute assiglmgnt of r€c€ivables, the secur€d
creditor is the assigneei';

(p) for c,ausc (xlviii), the following shall be substitutod, namely:-

'(xlviii)'security intercst" m%os,-

(a) a right, title, encumbrance or itrter€st of ary kind upon
movable pmperty created or provided for by a security
agr€cment in rclation to a tffsaction thal in substslce
secures the paymsnt or f,erformance-of a customerrs
obligation without regard to the fonn of the 

't'ansartion

or the terrDinolos/ usod by fhe panies or tbe idertity of
the person who has title lo the movable property, alrd
includes any charge, mongnge, hypothecstion fixed
charge, flosting charge, assignmcnl, liea pledgp,
assigrunent of receivables by way of s€curity and
transactioos under which I se{ur€d oreditor rctahs tide
such as a fannce lease, hirp puchase ag!€ement, sale
alld leas€ back arrangement, conditional sale agreement
and rrtention of title an-angemeng having similar effecq
and

(b) an absol,rte assignment ofreceivabl€s;";

(q) after clauso (xlviii),. sub$itured as aforesaid, the following aew
clause dull be inserted, namely:-

'(xJviiia) "speoi6ed" mealts specified through regulatio$ made by the
Commission;"; and

(r) for clause (1i), the following shall be substitded, n,un€ly;-

"(li) "title document'' msans a dooument in writing evidencing title
to goods which is, by law or custon! transferab.lc by delivery
(r,vhether with o. wilhout endoGem€nt) or co rcl and
includes a bill of lading dock warrant, warehouse receipt,
railway reoeip, airway bill, truck receipts or similar record
issued by a pe6on in the business of transporting or storing

Soods;".

4. AmendEent of sectio! 5, Act XXXI of 2016.-Io the said Act, m
s€ction 5, in clause (b), ior the word "pledge" the words 'security interest tiat is
perfeaed by possession ofcollateral" shall be substituted.
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5. Amerdm€trE of lectiotr 6, Act X)OC of 2016,-In the said Act, in
section 6,-

(a) in suFsection (2), for clauses ft) and (c), the following shall be
substituted, narnely:-

"(b) for all s€curity interssts other than 8n absolute assignme of
rec€ivablG, th€ obligations secured by the security interest, io
accordance with suLsection (3);

(c) a descriptim of the collateral in accordance with suL
sectidn (3): and";

@) after sub..section (2)r, amended as aforesaid, the follorf,ing new sub-
s€ctions shall be added" namely:-

"(3) The obligatiorc and thc collateral may bc described ia the
s€curity agreement in a manner ttat reusonably allows dleir
identification-

(4) A descriptioo of secured obligations that indicates that the
security interes secures all obligatiols owed to the serurEd
cr(,ditor at any time or that states a maximum amount satisfies
the stE rdard refenEd to in sub-section (3).

(5) A description of collateral that indicates thal th€ collat€ral
coosists of all of tbc customer's mowble property, or of all
the customer's movsble property within a gencric category,
satisfies the standard rcferred to in sub-.section (3).".

6. Amendmeot of s€ctiotr 8, Act XXXI of 2016.-In the said Ac! in
section 8, after the word 'goods" wherever occutring' the words 'and prcducts"
shall be inserted.

7- Amendmert of section 9, Act )OO of 2016.-In the said Act, i!
section 9, aftcr lhe words 'after-acquired", whercver oc.urio& the words ' and
fufu.e" shall be inserted.

8. Ameldmetrt of section 10, Act lOO of 20l6,Jn tfie said Ac!
in sectioo 10,-

(a) for the marginal heading "future finance" the marginat heading
'Obligstions that may be sccured" shall be substituted;
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{b) existing sub-section (1), shall be re-numl.,ered as suusection (lA)
and before that the following shall be inserted, namely:-

'11) Subject to suFsection (tA), a security intercst may secure one
or more obligations of any qpe, whether rnolretary or noo-
mongtary, pres€ot or future, dctermincd or determinablq
conditional or unconditioual, or fixed or flucnrating.'"; aod

(c) in sub-section (2), for the expression '?ledge and I secuiity interest
in collateBl covered by a title d(rcumeot crealed pursuant to s

ection ll" the exprcssion "security intcrcsl that is perfectcd by
possessio[ ofthe clllater-al or, in the case ofcollateral covered by a
title documcllt, by possession of dre title dolufieot" shall b€
subsrituted.

9. Substiaution of sectio! 14, Act )Oofl of 2016.-ln &e said Act,
for scction i4, the following shall be substituted, namely:-

"14. Perfectiod.-{ I ) A securiry irterest in movable property may be
perfccted by registsation as provided under ttis AcL

(2) A secsrity intercst in a right to pa),rnent of fuods credited in e
deposit account may also be perfect€d by control.

(3) A s€cudty int€rest iD collaleral covered by a title document may
also be perfected by possession ofthe title docum€ot by the secured
creditor.

(4) A secu.ity interest in tangible movable property may also bo

Frfecred by poss€ssion ofthe property by the secured creditor.

lllustrullan!

(a) Customgr A (an entity) entered into a security a8reemeot ovcr
shares with Se{ured CrEditor B and delivered possession of
the share certificat€s to Se{ur€d Creditor B on the
lst December. A financing statement was rcgistered in the
register io respoct ofthe security interest on the 3rd December.
Thc socurity interest in the rhares was perfccted by
registration on the 3rd December.

(b) Customer C (an entity) created a security interEst over all
pres€at and after-a,cquired inventory in fayour of Se€ured
Creditor D on the lst January. A financing stateoent was
registered in the register in respect of the security in&r€st on
the 3rd Jaruary. The s€curity interest was perfected by
registration on the 3rd January.
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(c) Customer N (an entity) enters into 8n assiSnment agreement
with Secured Creditor M on the lst March pursuant to which
Customer N assigns recrivabies under a supply sgreemelt as

secwity in favour of Secur€d Creditor M. A financing
statemeot was registered in the registq in resp€ct of the
assigrunent on the 3rd March. The assignment of rEi€ivables
by way of security was perfecrcd by registntion on thc
3rd March.

(d) Customer G (ao entity) leases a car from Secured Creditor H
pursuant to a finance lea-se agrecment on the lst Dec€mber.
Secured Creditor H is Egistercd as the owner of the car. A
fiflancing statement wasrcgistered in the register in resp€ct of
the finance lease on lhe 2nd D€cember. The finance leose rvas
perfected by registration on the 2nd December.

(e) Customer F (a compan ) creat€d a security interest ilt a right
to paymeot of funds aedited in a deposit aclormt ilt favour of
Securdl Creditor G on the lst December. The deposit accoult
was maintaiued with the Depository Bank H. A conhol
agreement ,ras eBtered into between Customer F, SecuEd
Creditor G and Depository Bank H on the 2nd Deccmber. The
security interEst in a right to pa),rnent of funds cr€dited in a
deposit account was perfec{ed by control on the 2nd
D€cember.

(f) Customer H (an eltity) greated a s€curity interest over all its
present and after-acguircd movable property (ircluding fuods
held in deposit ac-counts) in favour of SecwEd Crcditor P on
the lst March. A financing statemed irl respect ofthe se.urity
interest was registered in the register on the 4th March, The
hurothecatioa was perfected by tpgistratioo on the 4th March.
tn this crse' dle secrrritj. interest in a right to payment of funds
crcdited in a deposit account was also perfected by
registration.

(g) Custome! M (a company) created a s€cui'ity interest over its
equipment in favour of Sccured Creditor N on the 5th April.
The security interest ertended to any proceeds receivcd from
the sale of the equipment with the Creditor N. A financing
statement was registered in the companies' register of
$ortgages and charges on the lOt$ Aprit in respect of the
security iolErest. The security interest was perfected by
rcgistration on th€ loth April. The Se{ured Creditor N
authorized in writing the sale of the equipnent by
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Customer M olt the 5th May which resufted in Customer M
receiving a cheque of one hundred thousaad rupees in the
form of proceeds arising from the sale of such equipment. ln
this case, Secured Creditor N's security interest in the cheque
of one hundred thousaod rupees (a oegotiable instrunpnt) was
also perfeced by registration on the l0dr April."-

10. AmetrdEr€Dtr of rectior 15, Act )OO(I of 2016.-In the ssid Act,
in scction 15,-

(a) after the words "after.acquired", whercyer occurring the words
"and future" shall be inserted; and

(b) after the word "goods" wherever occurring ths words 'and
products".shall bo inserted.

11. Amendment of scctioD 18, Act XXXI of 2016.-ln the said Ac!
in sectio! 18, in suEsection (2), for the expression "Companies Ordinance, t9E4
(XLVtr of 1984)", the expression "Companies Act, 2017 (XlX of20l7)" shall b€
substituted.

12. Amerdmonts of se.tiotr 19, Act )O(XI of 2016.-In the said Act,
in scction 19,--

(a) in sub-s€ctiotr (2), for the words "Federal Govemment" tte word
"Commission" sha.ll be sub$ituted;

(b) for suLsectioo (3), the following shall be substituted, narDely:-

'(3) The head office of ihe RegisEy shall be. at such place as the
Commission may speciry an{ if coosider€d necess{y, tlte
Re8istry may es{ablish branch olfices of the Registry at such
other places as the Commission deems fit for the pGposes of
facilitating r€gistrajion of s€curity irf€rests created by an
eotity aDd to perform any or all of the functions of the
Registry, as may be determined by the Commissioo.";

(c) in suLs€ction (4), for tho words "Federal Govemmenl" the word
'Commissior" shall be substituted; ard

(d) in iub-section (5), after the word "seali'tie words "ss approved by
the Ct,nmission" shall be inserted.

13. AmcldDent ot se.ctior 20, Act )OO(I of 2016.-ln tte said Act,
for scction 20, the following shall be substituted, namely:-



-20. Appoiutmetrt of reglst.sr, deputy rrgistrars rud other
omcem.-{l) The Commission may €mpor €r or sppoint any
omcet of the Commission as the head of dre Registry for tte
purposcs ofmanaging and contolling the register s€t up pursuart to
section 2l asd such other functions as may be determined by the
Commissioo.

(2) The Commission may also appoht deputy registrars for each
branch office of thc RegisEy to perforr& under thc direction of the
registrar, such functions, duties and powers of the registrar under
this Act as may be notified by the Commission.

(3) The Commission may appoint such other offic€rs with such
designations as it may think frt for the purposes of this Act, to
perform under the direction of the registrar, such functions, duties
and powers under this Act as may be d€te.miDed by the
Commission.",

14. A etrdmetr8 of iectioB 21, Act XIOU of 2016.-h the said Acl
in section 21,-

(a) in suLsection (l), the wods "at th€ h€ad oftice of the Registnf
shall be omitted; and

(b) in suFsection (3), clause (b) shall be omitted; and

(c) in sub..section (4),-

(i) for the word "registrar" the wo.d "Commission" shall be
substituted; and

(ii) for ttc *ord *presctibe" the word 'specifr" shall be
subgituted.

15. AneLdm€trts of s€ctio! 22, Act XXIO of 20I6.Jn lhe said Act
in sectioo 22. in suEsection (2!-

(a) clause (a) shall be omitted;

(b) after clause (b), the following new claus€ shall be ioserte4
DamelY:-

"(ba) in the case ofany other entity, as may be specified; and

(d) for claus€ (c), the following shall be subsiarted, namely:-

q-
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"(c) the vehicle irgistralion numb€r in case of a motor vehicle for

which the vehicle registration numbcr is given in the financiog
stateme[t and"-

I 6. ADcrdmeEb of recdotr 23, Act ,OOO of 2016.-ln the said Act,
in section 23,-

(a) in sub-sectiou (2),-

(i) the words "be in such form as may be prescribed I nrles
and" shall be oinitted; aDd

(ii) for clause (f| thc following shall be substituted, oamely:-

"(f tena ofthe registration up to a maxiErum offive years;";

(iii) for clause (g), the following shall be substituted, namely:-

"(g) mlximum amount secured by the securig interest ur ess

the lmancing statement relates to an absolutc tralsfer of
receivables; ane

(iv) for clause @), the following shall be substituted, nam€ly: -

(v) clause (i) shall be omitted.

(b) for sutr-section (3), the following shall b€ substihted, n mely:-

''(3) A financirg st&tement may be fited before a security
agreement is entered into and a financing statement may
perfect security iot€.ests created by more than one security
agreements."; ald

"(h) description of the collateial and its procceds, where

, applicable:

Provided that a description of collateral is sufficisot if it
reasonably allows its idertification. A description ofcollateral
that is a nrolor v€hicle may, but ne€d not, include its vehicle
registration nunber."; 8nd

(c) afler suLsectiofl (3), subslituted as aforesaid, the following new
sutrsection shall be added, namely:-
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"(4) A financing statement is only effcctivo if it has been

authorized in writing by the entity Ird an entity shall bc
deemed to havc autho z€d the rcgistration of a financilg
statement that describes coltateral if the entity enters into a

s€curity agrcement that covers that collateral.".

I 7. AEendme nts of sectior 2,1, Act )OO( of 2016.-In the said Act,
in section 24, -

(8) in subsecrion (l), in claus€ (i), the word "or'', at tbe end, shall be
omitted and thereaffer the following new clause shall b€ ins€rted,
namely:-

'(ia) ex&nsion of th€ term of the rcgistratioo, in accordance with
sub-section (2A); oi';

(b) in sub-section (2), the words "be in such fonn as may be prescribed
by rules and" shall be omitted;

(c) dftei sub-s€ctioo (2), amcnded as aforesaid, the following new suts
section shall be insarcd, namely:-

"(24) The term of a regisffiion may for a maximum period of five
yearc from its expiry be extetrded at any tioe within six
months before the then-curreot expiry date by filing a
modific€tion statement to tiat effect. The term of a
regishation may bc extendod in this way more than once.".

18. ODieslon of sectioE 21 Act XjfrI of 2016.-In the said Act,
s€ctiofl 25 shall be omitted.

19. AEerdEcnt of lection 2G Act )O(XI of 2016.-ln the said Act,
in section 26, in sutss€ction (2), the words "be irr $uch form as may be prescribed
by rules and" shall be omitted.

20. ArreDdmetrt of sectiotr 2& Act XXXI of 2016.-ln the said Act,
in section 28, for the margiml he&ding "Rejection offiling" the marginal heading
'Incrmpleto filings" shall be substituted.

21. Amendmert of s.ction 30, Act )O(Xf o12016.-Io the said Act,
in section 30,-

(a) in sub-section ( l),-

(i) for clause (a), the following shall be substituted, namelr-
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'(a) psdicula$ ofan entity und€r clause (a) (for entitier other

than natural persoas) or (d) (for natur&l persons) of sub,
scction (2) of section 23 arc stated inconEctly such that a
serlch ofthe regists using lhe corr€ct particulars would
not rekieva dle r€gisterEd financing statement;";

(ii) in clause (b),-

(I) thc words 'such that a search of the rcgister would trot
reveal the ssmc collateral," shall b€ omittcd; and

(tr) ufter the semicolon sr the cn4 the word'o/' shall bc
inserted;

(iir)

(iv)

clause (c) shall be omifted; and

for clause (d), the following shall be substiote4 naoely:-

"(d) the entity has not autlrc.ized the filing of a fmancing
statemenl."; and

(b) in suEsection (2),-

(i) for ttie expression 'ctause (e) or (g) as requir€d", th€
expressiol 'clause (e) for eatities other ttan natur8l peisons or
G) for Datural persons" shall be substinrted;

(ii) the words *by the entiy' shall b€ omitted.

22. AEetrdEentr of s€ctlotr 31, Act X)O(I 9f 2016.-trn lhe said Act,
in section 31, in sub-section (1),- i

(a) in clauso (a),-

(i) in sub-clauso (i), for th€ word'the" oc.uning for tle second
timo thc word 'a" shall be substituted; and

(ii) in sub-clause (iv), for the word "a", the word'thc" sball be
substituted; and

(b) in clause (b), in sub.clause (ii), the expression "as required under
sub-section (3) of seaion 23" shall be omitted.

23. Amendment of sectio. 32, Act X)Ofi of 2016.-Ir the said Act,
in s€ctiorl 32, for suFsection (l), the following shall be substituted, nattlella-
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'11) A rcgistered financing statement and any modification statements itr
relatior &€reto shall b€ removed ftom th€ Egister, if,-

(a) the term of rhe r€gistration has expired without being
extended under sutssection (2A) of section 24; or

(b) a tcrminstiotr statcmerlt has be€n filed in the rcgis&r in respect
of suci r€gistered fmancing statemer .".

24. AEerdEent of scctio! 33, Act )OO(I of 2ltl6.-In th€ ssid Act
in section 33,-

(a) in sub-.section (2),-

(i) clause (a) sball be omitted;

(ii) after clause (b), rhe following new clause shalt be inselt€d,
namely:-

'(ba) in crse of any odrer entity, againsc the name of the
entity, ss msy be prcscribed;"; and

(iii) in clause (e), fq the word ?rcscribed" rhe word'specified"
shall be substituted.

(b) in sub-section (3), for the words "presoribed by rules" tfio word
"specified" shEll bc $bdihned.

25. Amendmert of rection 34, Act )OfrI of 2016.-In the said Act,
in section 34, for lhe expressioa 'Federal Govemmenf the word 'Commissioo"
shall bc substihrt€d.

26. AmeEdmetlt of E€ctio! 3& Aca )OO(I of 2016.-In the ssid Act,
in section 38,-

(a) aGer the wods 'affer-8cquired", occurring trvic€ the words'ard
futre" shall be inserted; and

(b) eft€r the word "present" the word "property" shall be inscrte.d.

27. AEeodment of eectioa 39, Act )OO0 of 2016.-In the said Act,
in section 39, for sub-section (l), the following shall b€ substihrted, naoely:-

'(l) lfa fiaancing statement or Form l0 is requirsd to state a maximum
amount secure4 then &e priority of a security interest that is
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p€rfected by that financing statement or Form l0 is limited to the
maximum amount as stated ilr thq regisrerEd financing statemeflt or
Forlil 10, as applicable.".

28. AmctrdBelt of s€ctioE 42, Act )fr)( of 2016.-In the said Act
in scctioo 42,-

I,a) for tfie marginal heading "Priority of s€curity interest bas€d or
retetraion of title srraogement" the rnarginal hcading 'Priority of
acquisitiotr security i erest" shall be substituted;

i:b) fo. sub.section (l), the following shall be substituted, nahely:-

*(l) An acquisitioa s€curity ioterest in collateral that is perfeoted
by registration as provid€d r$der this Ad within tcn days of
the datc on which the custome. tskes possession of the
collateral shall have priority over all other compting security
intercsts io the sarnc collatersl irrespective of thc tioro of
perfection of such coopeting security int€rests.";

(c) suLsection (2) shall bc omitted; and

(d) in the lllustrations, in the frst paragraph, for the words
"hypothecation on all present an" lhe words 'a secudty intcrEt
over all prescnt and" shall be substituted.

29. Amerdmert of s.ctio! 46, Act )O(XI of 20I6.-In the said Act,
in section 46,-

(a) in sub-section (l), the expression "pursxatrt to sub-,section (3) of
sectioo 14" shall be omitted; and

(b) after sub-s€ction (3), in the Illustrations,-

(i) in clause (a), in the s€cond prragBph, for the word
"hypothecation" the words "s€curity interest'' shall be
substituted; and

(ii) in clause (b), for the words "floating charge" wherever
occuriog the words "security intereif shall be substibted.

30. AlneEdm€nt of lectio! 47, Act )OO(I of 201C-{n the ssid Act,
afur section 47, in tbe lllu$tratiox in tte second paragaph, for the word
"hypothecrtion" fhe words "security interesf' shall be substitut€d.
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3 1. Omissior of scctioo 48, Act X)O of 2016.-h rhe said Acq
section 48 shall be omitted.

32. Ae€rdmelt of s€ction 49, Act XIO(f of 2016.-h thc said Acq
in sectioo 49, -

(a) in suLsection (l), tho expression "pursuaat to sub-section (3) of
section l4'' dtall b€ omitted;

(b) after Eub-section, i/itthe lllustation -
(i) in clause (a), in the second paragraph, for the word

'hypotlrecation", the words "security itrterest" shall be
substituted; aDd

(ii) in clauso (b), in the fourdr paragraph, for the words'floating
charge" wherever occuning the words'security interEsf
sha.ll be subslihded.

33. AE€EdBcnt of aectioo 91, Act XXXI of 2016.-In the said Act
irl s€ction 50,-

(a) after suLsection (l), lhe following new sub-section shall bc
inserted naoely-

'(tA) A purchaser for value ofa moto( vehicle shall acquire the
motor yehicle ft€e ofa sec,udty iot€Gst iftte security intcrest
is perfected by reSistatio! atrd the r€gistration do€s not
include the correct vehiclo registration number."; aod

(b) in suFsection (2), after the expression "suEs€ction (l)" the
expression "o-r under sub..section (lA)" sha.ll be ins€rted,

34. hs€rtion of section 52A, Aca )OO(I of 2016.-ln the said Act,
after seclion 52, the following new section shall be insered, namely:-

"52l. Tratrsfer'€e of moaey.-A pelson that obtaiDs possession of money
tiat is subject to a security i erest acquircs its rights in th€ money
fr€e ofthe s€qrity interest, unless the persoDrhad actual knowled8o
$ar its obtaining the money is prohibited under the security
agreement.".

35. Amendment of sectiou 53, Act XXXI of 2016.-In the said Act,
in section 53, -
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(a) for sub-section (l), the following shall be substihded, namelJ,:-

'(l) This Act shall apply to an assignmJnt of receivables as a
secudty intercst whereby-

(a) a customs may assign its rights, title, interests snd
benefits in reccivables to a secured crcditor in
accordsocc with Part II of this Act

@) the secured cr€dito. may perfect the secuity futercst
crealed by the assignmcnq- -

(i) if the customer is Etl eotity, in accord ce witr
Pan III ofthis Acq or

(ii) if the customer i a company, in accordance with
the CoEpanies Act, 2017 oflX of 2017) .

(c) the priority of the secured cr€ditor's inte.est in thc
receivables shall be detemined in rcordance with
Part V ofthis AcC and

(d) the secured creditor must enforce its sccurity iotcr€sL
unlcss it is an absolute &ssigloent of a receivable, i!
accordanc€ with Part VII ofthis Aqt.";

(b) sDb.section (2) shall be omitted;

(c) in suLsection (3),-

(i) for tte exprcssions 'Upon aB assignment ofreceivables under
suLsection (lf' the expression "Subject to this Act, upon an
assignment of rec€ivablcs" shatl be substituted;

(ii) in clause (a),-

l

(l) for thc word "assignor" the word'crlstomer" shall bc
substihtted; 8nd

(II) for the word "assigB€e" the words "securcd crEditor"
shall be substituted.

(iii) in claus€ (b),-
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(l) for the word "assignee" the words "secuEd cr€ditor"
shall be substituted;

(lI) for the word "his" the word 'its" shall be sub8tituM;
and

(III) for the word "assignor's" thc word 'cusomer's" shall be
substituted.

(d) sub-section (4) shall be omitted;

(e) for sut!.section (5), the following shall be substituted, namely:-

'(5) If receivables subject to a securify interest are sd:urEd by
moyable property, then, unless otherwise agreed between tte
customer a.d the secured c.cditor, tfie secured credttor shall
automatically belefit from that s€curity without the ne€d for
any new act oftransfer.";

(0 for sub-section (6), the following shall be substituted, na6elyt-

'(6) The rights ofa securcd crpditor in rcspect of the receivables
that arE subject to a security interest are sutject to-

Provided that the securcd creditor shall unless
otherwise agreed with the customer, be ertitled to
recover ftqm the cus{omer, any loss suffercd by it as a

-result of th€ account debtor exercising any such defenc€s
and righl to set-off; and

(b) ary rights to set-off that the account debtor could have
asserted against the custome. in respect ofclaims a€ainst
rJre customer accruing before tle account debtor received
notice in writing of the security interesq"; and

(g) in sub-section (7), for tfie word "assignoC' the word "customer"
shall be substituted.

36. Omission of sectior 54, Act XXXI of 2016.-ln fie said Act,
section 54 shall be omitted.

(a) all defences and right to setrff arising from the original
contract betwe€n the accounl debtor and the customer
that the acc4unt debtor could have asseded againsi. the
customer:
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37. Subrrftudou of rccdo! 55, Act ,OO(I of 2016.-In the said Act,

for scctioo 55, thc following slull be substitled, narnetl,r

'55, ProtcctioE for ttc lccorrt d.btor.{l) Subj€{t to sub.sectiotl
(4)' an account dettor shall be bouad by a security iourst over fhc
receivablcs and have a duty to Dake payment to lhc recurd
creditor wtcro the 8c{ount debtor receives Dotice of sccurity
intr€st in writin&

(2) Thc ttotico to bc gir,<4r undcr suEsectioo (l) to thc eouot dchor
may be given by rhe customq or s€cured cr€dioor End shall at tt€
minimum-

(a) state nsme Etrd address ofth€ customer;

(b) state namc and address oflha sccuted qrditoq

(c)

(d) rcquire thc account d€trtor to pay to the s€cu!€d crcditor in
accordarcc with poynent instuctiorB St t€d lheleitr.

(3) [f Dotica h&s nd b€en givea to an scrount 6tor ud€r suh.66lion
(l ), ofa scclrity intcrcst in rEc€ivablcs, he shsll be sotitled to mrk€
payrDeDts to the customer in rcspect of the r€crivables i!
aoco.dr.oce with thc original conttrd b€tlrle€r| thc s{.ouot dcbtor
and the cugqucr and such paytuellt shall firlly di!.hlrge th€
accormf debtor:

Pmvidcd thrt paymcnt made to ffie cBstomer in raspect of such
recaivablG .drdl be held in tusl for the benefrt of the sccurcd
cEditor and rlrc cudomer shalt forthwith oa|.e payncrt of such
amouot to tbe s.ccured creditor or its sgent duly authotis€d in 6is
behalf, unless odrcrwise agreed betwcen the custorrlcr rqd socurcd
crrdito(.

(,t) If an account d€btor receives noticcs undcr sub.s€ctiorr (l) in
relation to moic lhan or,e sccurity intercst q€sbd by lhe same
cuslomcr, it is discharged by paying in accordarcr with tho fu$

. notice rcceived. Ifan account ctbtor reccivss more than ono notice
under suEscction (t) in rel$tior to s€erity interc*r crcEted h
favo r of a secured qeditor by Ole hfial or any other sectrod
cteditor, it is discharged by pay,rg in Ec.ordance with thc last
notic€.".

identi$ the receivables; and

I
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(3) This section shall apply only to receivables-

(a) arising from a contrzct lhat is 8 corEsct ffi the supply or leasc
of goods or services other thaa firuncial servicpq a
constsuetion contract or a coirtlact for the sale or lease of
imrnovable propetg5

(b) arising from 8 cont act for the sale, lease or liceoce of
industrial or other intelle€tual propefy or of propri€lrry
information;

(c) rcpresenting th9 payment oblig.tio for a credit cstd
transaction; or

(d) arising upon net settlement of payments du€ pursuart to a
netling agrcemc[t involving more than two porties.".

39. Insertion of scctiotrs 56A atrd 568, Act ,OOaf of 2016.-In the
said Act after section 56, the following rcw sectiotrs shall be inserted, namely:-

"564. Applicrble hs.-The Iaw applicable to the creation, perfection
and priority of a s€curity ioter€st granted by a customer in a
receivable and any oth€r intangible prop€rty shall be the ,aw ofthe
jurisdiction in *,hich the customer i5 locsted.

38. Iruertio! of sectiotr 55A, Aca )O(Xl of 2016,-In the said Act,
after section 55, substitlted as aforesaid, the following new section shall bc
iis€rte4 namely:-

'55A C-oltrrc{url limitatiotrr oD t€cErit} iltetllts ir rcc.ivcbl6"-< I )
A sccudty intcrest ir rE€€ivables shall be cff€ctiv€ notwithstanding
any agreement between th€ initial or any subsequenl assignor urd
the accourt debtor or any secuEd ar€ditor limiting in any way the
assignor's right to qeate I security righl

(2) Nothing h this section aflects any obligation or liability of the
cusiomet fq br€ach ofthe agrcem€at referred to in suhsection ( I ),
but thc other. parq/ to the agrcement m8y not avoid the cotrtrsct
giviog rise to the receivable or the security agreemcnt oo drc solc
ground ofihe breach ofrhe agrcernent or raise again* the securcd

. qrditor any claim it gr4y have as a result of such a brEach ag.inst
th€ customer. A pcrso, that is not I party to the agr€€rnct* ref€rrcd
to in subsection (l) is trot liable for Itre customeCs brcach Qf the
agrleto€trt on thc sole Sroutd dtst it had knowledge of thc
agl€Clnei .
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568. Psrt does trot appty ao absolute sseignmeirb of rcceiyablcs.-

'fhis P8d does not apply to an absolute assigEnent of receivables
and nothing in this Act shall projudica a secured cre.ditor's right to
enforce an absolute assignment of r€ceiyables without the
interv€ntion of the couds.".

40. Amend.neEts of lection 59, Act )OO(I of 2016.*ln thc said Acq
in s€ction 59,.-

(a) in sub-section (l), for clauie (a), the following shatl be substituted,
namelY:-

"(&) a security intersst that is perf€€ted by possossion;"; and

(b) in sub-,s€ction (2), for the word "pledge" the expr€ssion "s€curity
intcr€st refened to io sub-section (t)" shatl be substituted.

41. AmendmeBb of scctioD 61, Act )gXI of 20i6.-In tbe said Act,
in section 61, -

(a) for the oxpression "Companies Ordinance, 1984 (XLV[ of 1984)"
wherever occurring, the exprcssion 'Companics Act, 2017 (XIX of
2017)" shall be substituted; and

(b) for the words "pledge ofthe wo.ds "security inter€st ovef'shall b€
substituted.

42. Amcadmelts of section 61, Act )OO( of 2016.-I[ the said Act,
in s€ction 63,-

(a) in the malginal heading, for the word 'pledge" the words
"possessory security inter€st" shall bc substituted; aIId

(b) in the text oftte section, for the words "pledge or a security interest
in collateral covend by a title document'' the expression 'security
interest that is perfected by possession of the collateral or, in the
case of collaterel covered by a title document, by posrssion of the
title documonf shall be substituted.

43. lnsertion of scatiotr 65A, Act )O(XI of 2016.- In the said Act,
after scction 65, the following new section shall b€ ins€rtedi namely:-

'65A. Security iEterclts take precedeLce.--Subject to this Act and
ootwithstanding arty other law for the time being in force, a
perfected security inter€st takes absolute precedence over a.ll othet
claims, including those ofthe Goyernment.".

44. SubstitutioE of r€ctio! 66, Act )O(XI of 2016.-Lr the said Ac!
for section 66, the following shall be substihrted, namely:-

i
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'66. Provisions of iorolvcacy lawr.-Subject to section 65.4., if a

cu$tomer becomes insolveot, the same rules shall prevail and be
obirved with regard to the priority of debs upon t'i\e diseibution
oflthe insolvcnt customer's estate, the respective rights of the
se{urcd and unsecured credi(ors and to debls provable as are in
fo*r for the time being under the applicable insolvency laws.".

45. Amendmeat of iection 68, Act XXXI of 2016,-In the said Act,
in section 68, for the expression "Companies Ordinance, 1984 (XLVtr of 1984)"
the erplessioo "Companies Act, 2017 (xlx of 2017)" shall be substitded.

46. Amerdmcnt of .ection 70, Act X)O(I of 2016.-In the said Act,
in section 70, sub-serCon (2) shall be omitt€d

47. Substitutior of section 72, Act )o(XI of 2016.- In the said Act
for section '12 the +4li be substituted, namoly:-

*72 l6

i[cottsistent with the

Commission ^mey, by
not

fiiles made
thereunder for carrying out tle durposes of this Act.".

48. A.BerdDreDt of lection 73, Act )OOU of 2016.-In tie said in
s€ction 73, in sub-section ( I ), in clause (c),

(a) for thc word "establishment" the words *operationalization" shall
be substituted; and

@) for the cxpression "Fedsal Govemment in terms of suLsection
(l)" the expression "Com-oission in terms of sub.sectior (2)" shall
be substiMei.



STATEMENT OF OBJECTS AND REASONS

The functions of the Secured Transactions Registry for unincorporated entities,

established under the Act were outsourced to the Securities and Exchange Commission of

Pakistan (SECP) in March 2019 as it was already maintaining a similar registry for companies.

The SECP has made the registry operational w.e.f. April 30- For smooth functioning of the

registry annavoid any unnecessary administrative issues it is imperative that the administrative

powers of the Federal Government under the Ad may be assigned to the SECP,

3. The provisions of the Act with respect to types of movable assets, security interests and

obligations covered under the Act and key features of the Secured Transactions Registry also

need to be aligned with best practice of secured transactions laws and modern collateral

registries. Moreover, the existing law does not provide absolute priority to secured creditors in

case the borrower defaults which is considered a best practice for promotion of secured

lending activlty as such absolute priority improves recovery rate and lowers the risk of secured

creditors.

4. The Draft Bill, inter alia, will bring the existin8 legal framework in line with international

best practices for secured transactions laws besides ensuring efficient functioning of the

Secured Transactions Registry established under the Act.

5. The Draft Bill, is in line with Government's objective to promote access to finance for

small businesses and improve global rankings in order to create positive image of the country

internationally,

6. The Bill is designed to achieve the aforesaid purpose

Mr. Shaukat Fayaz AhDed 'farilr

Minister tbr liinance and Rcvcmr:
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