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Explanation.- Where the lease is created after the date of the mortgage
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"(19) No suit, prosecution or other legal proceedings shall lie against

any financial institution or any of its officers or managers exercising any ofthe

rights of the financial institution for anyhing done or to be done in good faith

under this Ordinance.";
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STATEMENT OF OBJECTS AND REASONS

The Financial lnstitutions (Recovery of Finances) Ordinance, 2001 ("the
Ordlnance'r) provides the legal framework for the recovery of finances by financial
institutions, including enforcement of mortgage rights. Over time, practical experience
and judicial interpretation have highlighted the need to strengthen and clarify certain
provisions to ensure timely recovery, f air treatment of mortgagors, and effective
enforcement of secured interests.

2. The Financial lnstitutions (Recovery of Finances) Amendment Acl, 2025
seeks to introduce procedural refinements and enfcrcement mechanisms to enhance the
efficiency and transparency of the recovery process. The amendment further safeguards
bona fide leaseholders, clarifies the limited circums;tances in which injunctive relief may
be granted by Banking Courts, and prescribes s;pecific conditions for such relief to
prevent abuse of process.

3. A significant feature of the amendmt.'nt is the introduction of a statutory
mechanism empowering financial institutions to seek assistance from the concerned
authorities for taking possession of mortgaged property, thereby addressing
implementation challenges and ensuring swift t:nforcement. The amendment also
provides legal protection for acts done in good faith under the Ordinance, increases the
penalty for certain violations, and updates cross-referrences for legislative consistency.

4. The proposed amendments aim to strike a balance between the rights of
financial institutions and the protection of legitimate nterests of borrowers and occupants,
thereby promoting confidence in secured lending, reducing non-performing loans, and
strengthening the overall credit environment in Pakis;tan.

5. The Financial lnstitutions (Recovery of Finances) Amendment Bill, 2025 is
designed to achieve the aforementioned purposes.

Senator Muhammad Aurangzeb
Minister for Finance and Revenue
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