
 

 

Happy Place by Andrea Edwards 

TA K I N G  S E C U R I T Y  I N  
PA K I S TA N  

W H A T  T Y P E S  O F  S E C U R I T Y  
I N T E R E S T S  C A N  B E  T A K E N  I N  
P A K I S T A N ?  

The security interests that are commonly taken in 
lending transactions include the following: 

• Mortgages: which can be taken on 
immoveable property could either be "simple 
mortgage" in accordance with Transfer of 
Property Act, 1882, or "equitable mortgage" 
by depositing of the title deeds with the 
lenders or the security agent in case of 
syndication of banks. The form of mortgage 
which is used depends on the lender's 
requirements.  

• Charges by way of hypothecation: involve 
creation of security interest over movable 

assets, including future assets, of the 
borrower without transferring the ownership 
title or possession. Floating charges can be 
created but this will require the certification 
of the State Bank of Pakistan. 

• Assignments: of rights, receivables, and 
benefits which are typically taken over a 
borrower's contractual rights and receivables. 

• Pledges: which can be taken over securities 
or goods is effective upon delivery of the title 
instruments (whether actual or constructive) 
or physical deposit of goods to the secured 
creditor. In case of book entry securities or 
government securities, the pledge is effected 
by a transfer to the lenders' pledgee account 
held with the Central Depository Company of 
Pakistan Limited or lender's account with the 
State Bank of Pakistan, respectively. 
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• Liens: which are usually taken over non-
checking accounts. For the lien to be valid 
the lender must exercise "control" on the 
accounts secured. Where lenders seek to 
create a charge non-checking accounts over 
checking accounts, they typically do so by 
requiring that any withdrawal(s) from such 
checking accounts shall be subject to the 
prior approval of the lender. 

A R E  T H E R E  A N Y  A S S E T S  T H A T  
C A N N O T  B E  S E C U R E D ?  
Generally, all types of assets of a company can be 
secured in financing transactions under Pakistani 
law. However, under Pakistani law, there are 
assets which cannot be attached or sold by the 
courts. These assets include certain tools of 
trade, household goods, right of personal service, 
stipends and gratuities allowed to pensioners of 
the Government, compulsory deposits in 
provident funds and wages of labourers. Security 
interests created on such exempted assets are 
void under the law of Pakistan. 

D O  S E C U R I T Y  I N T E R E S T S  N E E D  
T O  B E  R E G I S T E R E D ?  
The following security interests must be 
registered: 

• security interests created by way of 
“mortgage or charge” (as defined in the 
Companies Act, 2017) by a company must be 
registered with the Securities and Exchange 
Commission of Pakistan (SECP) within thirty 
(30) days of the date of their creation. 

• security interests created over movable assets 
of an entity (other than a company) are 
required to be registered in accordance with 
the Financial Institutions (Secured 
Transactions) Act, 2016. The registration of 
this security interest is made by the bank 
itself and typically carried out immediately 
on creation of the security. 

• simple mortgages must be registered with the 
competent land registrar within 4 months of 
execution (the Registration Act, 1908 provides 
that if registration is not made within this 
time period the relevant instrument will not 
be accepted for registration). 

D O  S E C U R I T Y  D O C U M E N T S  N E E D  
T O  B E  N O T A R I S E D ?  
No, there is no requirement under Pakistan law to 
have security documents concerning assets 
located in Pakistan to be notarised. However, 
entities incorporated outside Pakistan may still 
need to have security documents notarised if 
required by the law of their place of their 
incorporation. 

D O E S  I T  T A K E  L O N G  T O  
R E G I S T E R  O R  P E R F E C T  
S E C U R I T Y ?  
Generally, it does not take long to register or 
perfect security for typical security instruments. 
The security registration process is fairly 
straightforward and is usually processed within a 
period of 15 to 30 days by the competent 
registration authority (such as SECP or land 
registrars). 

I S  S T A M P  D U T Y  P A Y A B L E ?  
Stamp duty is payable before or at the time of 
execution on all finance and security documents 
that are executed in Pakistan. The actual stamp 
duty payable varies for each province depending 
on the applicable provincial stamp act that is in 
force. Any finance and security document that is 
executed outside Pakistan is required to be duly 
stamped within 3 months from the date when the 
concerned instrument is brought into Pakistan. 

A R E  “ P A R A L L E L  D E B T ”  
P R O V I S I O N S  R E Q U I R E D  I N  
S Y N D I C A T E D  F I N A N C I N G S ?  
No, parallel debt provisions are not required in 
syndicated financing and are generally not 
included in the financing documents pertaining to 
syndicated financings taking place in Pakistan. 

C A N  A  F O R E I G N  L E N D E R  T A K E  
A N D  E N F O R C E  S E C U R I T Y  I N  
P A K I S T A N ?  
Yes, a foreign lender can take and enforce 
security in Pakistan. However, note that approval 
of the State Bank of Pakistan is required for the 
creation of a pledge of shares in favour of a 
foreign lender in the case of cross-border loans to 
private sector entities. 

C A N  A  F O R E I G N  S E C U R I T Y  
G R A N T O R  W A I V E  I T S  
S O V E R E I G N  I M M U N I T Y ?  
The State Immunity Ordinance, 1981 (“SIO”) 
provides that a foreign state shall enjoy general 
immunity from the jurisdiction of the courts of 
Pakistan but this immunity shall not apply to (a) 
proceedings in which the foreign state has 
submitted to the jurisdiction of the courts or (b) 
commercial transactions or obligations of the 
foreign state which, by virtue of a contract, are 
to be performed wholly or partly in Pakistan. 
While there is no precedent or case providing a 
conclusive answer as to a waiver of sovereign 
immunity would be valid, the immunity of foreign 
states in Pakistan is not absolute and is subject to 
the exceptions provided for in the SIO. 
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This publication has been prepared with the assistance of Mohsin Tayebaly & Co (local counsel in 
Pakistan), and Gallien Lefevre, Senior Associate (Hong Kong). It is prepared for information only and 
does not constitute legal advice. 

This publication supports our International CloudOffices (ICO) initiative, which further support our 
clients’ global objectives in jurisdictions where we do not have a physical office. The KWM ICOs give us 
flexibility to bring multinational and multidisciplinary teams together, and to scale up or down our 
services in response to client demands, as and when required. 
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lawyers in 31 global locations, we draw from our Western and Eastern 
perspectives to deliver incisive counsel. 

With 31 offices across Asia, Europe, North America and the Middle East we 
are strategically positioned on the ground in the world’s growth markets 
and financial centres. 

We help our clients manage their risk and enable their growth. Our  
full-service offering combines un-matched top tier local capability 
complemented with an international platform. We work with our clients  
to cut through the cultural, regulatory and technical barriers and get deals 
done in new markets. 
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agent for any other member firm or any of its partners or members. No individual 
partner or member in any member firm has authority to bind any other member firm.  

See kwm.com for more information. 

This publication is provided for general informational purposes only and should not be 
construed as legal advice. KWM CloudOffices do not provide legal advice in relation to, 
or practise, local law in the jurisdictions where we do not have a physical presence. 
Any legal services undertaken by KWM will be provided by one or more of the separate 
King & Wood Mallesons member firms as described in the Terms of use & legal notices 
and only in relation to the laws of jurisdictions in which the relevant member firm is 
licensed to practise. 
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