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BILL

It is hereby enacted as follows: -

further to amend the Financial Institutions (Recovery of Finances) Ordinance' 2001 (XLVI of
2001)

WHEREAS,itisexpedientfurthertoamendtheFinanciallnstitutions(RecoveryofFinances)
Ordinance,2001 Oovl ofzooli in tf'" 

'nunn"t 
und for the purposes hereinafter appearing;

l.Shorttitleandcommencement:-(1)ThisActshaltbecalledtheFinanciallnstitutions" 
lRecovery ofFinances) Amendment Act' 2026'

(2) It shall come into force at once'

2. Amendment of section 2, Ordinance-,Xl,Vl^of .2001'- 
In the Financial Institutions

(Recovery of Finances) otainun"-J, iooi ixr-vr of 2001)' hereinafter referred to as the said

ordinance' in ti""tili"?;"on 
(e), in sub-paragraph (iii)' the word "and" appearing at the end shall

be omitted'

(ii) after paragraph (fl, the following new paragraphs (h) and (i) shall be added'

namelY: -

* (h) "Deputy Commissioner" means the Deputy Commissioner of the District

concemed, r-laJ"gi"ttii"ti"r jurisdiction over the mortgaged property;and

(i) "housing finance" means a finance extended by a financial institution to a

customer ftl' tflE p"tp"'" of construction' purchase' renovation or- improvement of

a residential pton"nV and shall include a finance extended for the purchase of a

plot of land "" 
t;l'it"t' ;;;;;t"t intends to construct such residential property'

but shall 
""t 

i':i;;;"y fin-"" 
""t"naed 

for commercial' industrial or investment

purposes'"

3. Insertion of new section 15A' Ordinance XLYI of2001'- In the said Ordinance' after

section 15, the following new section l5A' shall be inserted' namely:-

*15A. Sale of mortgaged propertv in housing figance'{l)

Notwithstanding '"vtfll"g 
tT"i"i"ed in section l5 or any other-provi$on of this

Ordinance o. uny o,ni'r"t#il;,i.',t*. ffig ir for"", the proviiions of this jection shall

apply exclusively to ttre sate of immovable property mortgaged to a financial institution as

collateral ro. u to"ing finance' and to ih" "*tt't 
oflm-y inconsistency between the

provisions ofthis r""rili #l""ii." il "f 
,ir" Orairance, thi; section shall have overriding

effect with respect ofhousing finance'

(2) Where a customer defaults in the payment of the mortgage money under a housing

finance, the nnun"iui'in'tituiiol1 InuV send'a first notice in writing upon the mortgagor'
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demanding payment of the outstanding mortgage money within a period of not less than

thirty dayi from the date of service of such notice. lf the mortgagor fails to make payment

within the stipulated period, the financial institution shall, upon expiry ofthat period, s-erve

a second notice in *iiting ,pon him, demanding payment within a further period of not

less than thirty days from the date of service thereof; and if the mortgagor continues.to

remain in default upon expiry of the period specified in the second notice, the financial

institution shall serve a finil notice in writing upon the mo(gagor, demanding payment of
the outstanding mortgage money within a period ol not less than thirty days from the date

of service of such final notice:

Provided that at any stage prior to the sale ofthe mortgaged property, the financial

institution shall consider a written request ofthe mortgager and dispose of such request

within thirty days and on such terms and conditions as it may deem appropriate, enter into

- uoung"ln"ni*ith the mortgagor for the rescheduling, restructuring or settlement ofthe

outstanding mortgage money, and upon such agreement being duly agreed, the frnancial

institution shall susp"nd o. withdraw any notice issued under this sub-section, subject to

compliance by the mortgagor with the terms of such arrangement'

(3) When a financial institution serves a final notice ofdemand under sub-section (2),

uti po*"r. ofthe mortgagor in regard to recovery ofrents and profits from the mortgaged

property shall stand traniferred to the financial institution until such notice is withdrawn,

ana it srrat be the duty of the mortgagor to pay all rents and profits from the mortgaged

properly to the financial institution:

Provided that where the mortgaged property is in possession of any tenant or

occupier, other than the mortgagor, it shall be the duty ofsuch tenant or occupier, on receipt

of noiice in this behalf from the financial institution, to pay to the financial institution the

rent or lease money or other consideration agreed rvith the mortgagor'

(4) Where a mortgagor fails to pay the amount as demanded and after the due date

iiren in the final not[e under sub-section (2) has expired, the financial institution may,

ivithout the intervention of any court and subject to any rules made by the Federal

Govemment, sell the mortgaged' property or any part thereof by public auction and apply

the proceeds thereoftowards total or partial satisfaction ofthe outstanding mortgage money

in the following manner, namelY:-
(a) the financial institution shall have the mortgaged property evaluated by a

reputable valuation company on the panel of the Pakistan Banks

Aisociation as on the date ofthe final notice served upon the mortgagor

under sub-section (2);

(b)thefinancialinstitutionshallcausetobepublishedanoticeinone
reputableEnglishdailynewspaperwithwidecirculationandonereputable
uidu aaily nl*rpup". *'ith wide <;irculation in the Province in wfich the

*o.tgug"d p.op"iy is situated, specifuing the following, namelyl:-

(i) detailed particulars of the mortgaged property;

(iD name and address ofthe mortgagor;

(iii) amount of the outstanding mortgage money;

(i") any encumbrances which the mortgaged property may be

subject to, of which the financial institution is aware;
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(v)

(vi)

(vii)

(viii)

the hnancial institution's intention to sell the mortgaged

property through a Public auction;

the reserve price below which the mo(gaged property cannot

be sold;

the time and place at which the public auction is to take place'

provided thai the public auction shall take place in the city

ihere the mortgaged property is located; and

any other information which may be relevant;

(c) the financial institution shall send a notice with the information specified

in clause O) to the mortgagor and to all persons who' to the knowledge of

tt" nnu.t"iut institution, have an interest in the mortgaged property as

mortgagees; and

theoublicauctionforthesaleofthemortgagedpropertyshallnottake
;i;":;i;.; ,h. 

"'rpiiation 
of fifteen business davs of the publication of

ihe notice as required under clause (b)'

(5) In addition to its powers under sections 25 and 26' the Federal Government may'

il"",ii""i;- in ttr" offciut Ga,ette, mat" r'les specifiing.the mode' conduct or method

ofsale ofthe mortgaged property and in addition tothe conditions stipulated in sub-section

(4).

(6) The financial institution shall be entitled' in its discretion' !o participate in the

i,iUf i. *"i"" ,rd to purchase the mortgaged property for an amount not more than ten

il;;iltgir;. ,hun the *,igi,est biJ oUtuin-"i in it 
" 

pubiic auction; provided that where the

financial institution chooses to furchase the mortgaged property. it shall issue notice to lhe

;;;;;;"; ;h" sha, have n".'Urrin"rt days frolnlhe-service ofthe notice to match the

fi nancial institution's bid.

(7) Where the motgagor or his agent or any person put in possession by the mortgagor

or on account of the mortgagoi aoJ' not 
'oi'ntutily 

give possession of the mortgaged

p.#*V t"rgfrt,o b" .otd o-. fut"hasea by the financial institution' the financial institution

may make a written ..qu",ito-th" "Ln""-"d 
Deputy Commissionerrcr l-:lff:l

"riri""i"J 
Uy him or a deiignated authority as notified by the concemed Government tn

the official Gazette havingju.itai"tio, o""itt e mortgaged property for assistance.in taking

for."r.ion of such prope.ty- Upon receipt -of such request' the concemed Deputy

Commissioner or an oflicer noniinut"d by him or the designated authority sball 
,take

p"r..tr." "i,rr" 
mo.tgug"d ;6;y u.'9.hqd over such possession' together with all

'documents relating thereto, to the flnancial institution: I,'
ProvidedthattheconcernedDeputyCommissioneroranofficernominltedbyhlm

or the designated authority shall not hand over possession where the mortgaged property

i, in o""rp-urion of a person under a bona fide lease predating the mortgage' except on

;t";ffi;;;iod oi such t*r", o. o' payment of such. compensation as may be agreed

between the parties or as may be determinei by the banking Court to be reasonable'

Explanation. - Where the lease is created after the date of the mortgage and it

appears that the lease *u, 
"."ui"A 

to as to adversely affect the value of the mortgaged
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propertyortoprejudicetherightsandremediesofthefinancialinstitution'itshallbe
i."ru.La that;hejease is not 6ona fide, unless proved otherwise' In case ofany dispute

iegarding the bona fide nature of such lease, the matter shall be determined by the

"o"n"".nJd 
D"prty Commissioner for reasons to be recorded in writing

(8) The concerned Deputy Commissioner or an officer nominated by him may' for the

pu1por". of sub-section iZ), tut" such steps and use such force as may be deemed

necessary.

(9) No act of the concemed Deputv Commissioner or an officer nominated by him'

do.," in pr.ruun"e ofsub-section (7), shall be called in question in any court or before any

authority.

(10) For purposes of execution and registration of the sale deed in respect of the

-ortgug.O p.op".ty, the financial instituti6n shall be deemed to be the duly authorized

attorie| of tne'mortgagor and a sale deed executed and presented for registration by duly

authorized attomeyJoithe financial institution shall be accepted for such purposes by the

Registrar and Sub-Registrar under the Registration Act, 1908 (XVI of 1908):

Provided that no such sale deed shall be executed or registered until the expiry of

fifteen days after the completion of the public auction for the sale of the mortgaged

property.

(11) Upon execution and registration of the sale deed of the mortgaged property in

iurou oftn" purchaser, all righ-ts in such mortgaged propely shall vest in the purchaser

free from all encumbrances, ind the mortgagoi shall be divested of any right, title and

interest in the mortgaged property.

(12) Net sale proceeds ofthe mortgaged propertl', after-deducting all expenses ofsale or

"r,p"nr", 
incuried in any attemptlJ s,f", i1tuii be distributed ratably amongst all

.o.tgug.", in accordance with their respective rights and priorities in the mortgaged

;6;;. Any su.plrs remaining after paying in full all the dues of mortgagees shall be

paid to the mofigagor.

(13) A financial institution which has sold mortgaged property in exercise of powers

conferred under this section shall file proper accounis ofthe sale proceeds in the Banking

Court within fourteen days ofthe sale.

(14) All disputes relating to the sale of the mortgaged property under this section'

including disputes amongst mortgagees in respect ofthe mode, conduct or method ofthe

sale or the distribution ofthe sale"pr-oceeds inciuding expenses ofsale or expenses incurred

in any attempted sale, shall be decided by the Banking Court to the exclusion ofany other

court of law.

(15) The Banking Court shall not grant an injunction to-restrain^any tll:.ot l.,l:l"ttd
saleofmortgagedpropertyunderthissection,unlilandunlessthefinancial'nltltuhonls
put on notice and is heard, and the Banking Court is,- ')

(a) satisfied that no mortgage in respect of the immovable property has been

created; or

(b) satisfied that there is a prima facie case for fraud in the proposed mode'

conduct or method of the sale; or
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(c) satisfied that all moneys secured by mortgage ofthe mortgaged property

have been paid; or

(d) the mortgagor or objector deposits in the Banking Court, in cash' the full

outstanding mortgag" .oney o, a lesser amount that may be agreed by the

financial institution.

(16) Where any mortgaged property has been sold under this section, t}te mortgagor or

-y p"rron entitled to i sttur" in-th" rateable distribution of assets or whose interest is

ufi""t"a uy the sale may apply to the Banking court to set aside the sale on the ground of

fraud:

Provided that no sale shall be set aside on the ground of fraud unless, upon the facts

proved, the Banking court is satisfied that the applicant has sustained substantial injury by

reason ofsuch fraud and such injury cannot be compensated by damages'

(17) An application for setting aside the sale under sub-section (16) must be made within

,"r"n duy. oithe completion oithe public auction for the sale ofthe mortgaged property

and shalinot be entertained by the Banking Court unless the applicant deposits an amount

equal to twenty five percent of the outstanding amount or fumishes security for the same

amount to the satisfaction ofthe Banking Court.

(1S) No suit, prosecution or other legal proceedings shall lie against any financial

in.iitrtion or any'of its officers or managers exercising any ofthe powers confened under

this section for anything done or intended to be done in good faith'

(19)Therightsandremediesprovidedunderthissectionareinadditiontoandnotin
iie., ofany othlr rights or remediis a financial institution may have under this Ordinance'

(20)Theprovisionscontainedinthissectionshallhaveeffectnotwithstandinganything
contained in section l5 of this Ordinance or any other law for the time being in force or

anyjudgmentofanycourt,andincaseofanyconflictbetweentheprovisionscontained.in
tt is se"ion and any other law for the time being in force or any judgment of any court' the

f.o,risions containld in this section shall prevail in relation to housing finance'"

Amendmentofsection22,ordinanceXLVIof200l.-Inthesaidordinance,insection
22,insub-section(6),aftertheexpression"sub-section(11)ofsectionl5"'theexpression
"or sub-section (13) ofsection 15A" shall be inserted'
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STATEMENT OF OBJECTS ANO REASONS

TheFinanciallnstitutions{RecoveryofFinances)ordinance,200.t{,.the
ordinance':) provides the legal framework ,for the 

. 
rec6very of financ€s bf {inancial

institutions, including enforce;ent of mortgage rights. over time, practicallexperience

andjudicialinterpretationhavehighlightedtheneedtostrengthenandclalifycertain
frorl"ion. to ensure timety recovery, fair treatment of mortgagors' and effective

enforcement of secured interests.



Senator Muhammad Aurqngzeb
Minister for Finance and Revenue

,

l-
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2. The Einancial lnstitutions (Recovery of l=inances) Amendment Acl' 2025

seeks to introduce procedural refinernents and enforcenent mechaniqps to enhance the

etf,ci"ncy and transparency of ihe recovery process' The amendment further safeguards

bona fide leaseholders, clarifies the. limited circumstances in which injunctive relief may

begrantedbyBankingcourts,andprescribesspecificconditionsforsuchreliefto
prevent abuse of process.

3.Asignificantfeatureofthe.arnendmentistheintroductionofastatutory
mechanism empolvering financial institutions to seek assistance from the concerned

authorities for taking possession 'of mortgaged property' thereby addressing

implementatioqchallengesandensuringswiftenfirrcement.Theamendmentalso
provideslegalprotectionforactsdoneingoodf'aithundertheOrdinance,increasesthe
p"""nyi". e"rt"in violations, and updates cross-references for legistative consistency'

4. . The proposed amendments aim to. strike a balance between the rights of

tinancial. institutions and the protection of legitimate interests of boriowerg and occupants'

tf,.r.by p**-otrfts confidence. in secured End]ng: 
reducing non-performing loans' and

strengthening tiiti overall credit'environment in Pakistan' ,

5. The Financial lnsthutions (Recovery of Finances) Amendment Bill' 2025 is

deSigned to achieve the aforementioned purposes'

L


