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M R. PRESID EN T:

The Committees on Banks, Financial Institutions and Currencies and Finance to which 
was referred Senate Bill No. 354, introduced by Senator Paolo Benigno Aquino fV, entitled:

“ AN A CT STR EN G TH EN IN G  TH E SECU RED  TRA N SA CTIO N S LEG A L 
FR A M E W O R K  IN T H E  PH IL IPPIN E S, W H IC H  SH A LL PRO V ID E FO R  TH E 

C R EA TIO N , PE R FE C T IO N , D ETER M IN A TIO N  O F PR IO R IT Y , ESTA B LISH M EN T 
O F A N O T IC E R EG ISTR Y , AND E N FO R C EM EN T O F SEC U R ITY  IN TER ESTS IN 

PERSO NA L PR O PE R TY , AND FO R O T H E R  PU R PO SES”

have considered the same and have the honor to report it back to the Senate with the 
recommendation that the attached bill. Senate Bill No. 1 4 5 9  , prepared by the 
Committees, entitled:

“ AN A CT STR EN G TH EN IN G  T H E  SECU RED  TRA N SA CTIO N S LEG A L 
FRAMEW  O R K  IN TH E PH IL IPPIN E S , \V H IG H  SH A LL PRO V ID E FO R  T H E  

C R EA TIO N , PE R FE C T IO N , D ETER M IN A TIO N  O F PR IO R IT Y , ESTA B LISH M EN T 
O F A CEN TR A LIZED  N O TIC E R EG ISTR Y , AND E N FO R C EM EN T O F SEC U R ITY  

IN TER ESTS IN PERSO NA L PR O PE R TY , AND FO R  O T H E R  PU R PO SES”

be approved in substitution o f  Senate Bill No. 354, with Senators Aquino and Escudero as 

authors.
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A N  A CT
S T R E N G T H E N IN G  T H E  SECU RED  T R A N S A C T IO N S  LEGAL 

FR A M E W O R K  IN  T H E  P H IL IPP IN E S , W H IC H  SH A LL P R O V ID E  FO R 
T H E  C R E A T IO N , PE R FE C T IO N , D E T E R M IN A T IO N  O F PR IO R IT Y , 
E ST A B L ISH M E N T  O F A C E N T R A L IZ E D  N O T IC E  R EG ISTR Y , A N D  

EN FO R C E M E N T  O F SECU RITY  IN T E R E ST S IN  PE R SO N A L  PRO PERTY ,
A N D  FO R O T H E R  PU R PO SE S

Be it enacted by the Senate and House of Representatives of the Philippines in 
Congress assembled:

SE C T IO N  1. Title. -  T his A ct shall be k n o w n  as the  "P ersona l P ro p erty  

Security  Act."

SEC. 2. D eclaration  o f Policy. -  It is th e  policy of th e  S tate  to  p ro m o te  

econom ic activ ity  by increasing  access to  least cost cred it, p a rticu la rly  for 

m icro-, sm all, a n d  m e d iu m  en te rp rises  (M SM Es), by  e s tab lish in g  a  un ified  

an d  m o d e rn  legal fram e w o rk  fo r secu rin g  ob liga tions w ith  p erso n a l p ro p erty .



1 CHAPTER 1 -  DEFINITIONS AND SCOPE

2 SEC. 3. D efinition  o f Terms. -  As u sed  in  th is Act, th e  fo llow ing  te rm s
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(a) Accession -  g oods th a t a re  physically  u n ited  w ith  o th e r goods in 

such  a m a n n e r th a t the id en tity  of the  goods is n o t lost;

(b) Account debtor -  the  p erso n  w h o  is ob liga ted  o n  a n  accoun t 

receivable , in c lu d in g  a g u a ra n to r  an d  o th e r p e rso n  secondarily  

liable fo r p a y m en t of the  receivable;

(c) Account receivnble -  a r ig h t to  p a y m e n t of m o n e ta ry  ob ligation , 

exc lud ing  a rig h t to  p ay m en t a ris in g  from  a nego tiab le  in s tru m en t 

an d  a d ep o s it account;

(d) Colin ternl -  any  perso n a l p ro p e rty  subject to  a secu rity  in te res t o r 

lien, a n d  accoun t rece ivab le  th a t is the  subject of an  o u tr ig h t 

transfer;

(e) Connningled goods -  goo d s th a t a re  physically  u n ite d  w ith  g o o d s  in  

a w ay  th a t the ir id en tity  is lo st in a p ro d u c t o r m ass;

(f) Commodity contract -  a co m m o d ity  fu tu re s  con tract, a n  o p tio n  on  a 

com m o d ity  fu tu re s  con tract, a com m o d ity  op tion , o r an o th e r 

co n trac t if th e  co n trac t o r o p tio n  is:

1) tra d e d  o n  o r subject to  th e  ru les  of a b o a rd  of trad e  th a t has been  

d es ig n a ted  as a co n trac t m a rk e t fo r su ch  a con tract; o r
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1 2) trad e d  on  a fo re ign  co m m o d ity  b o a rd  of trad e , exchange, or 

m arket, an d  is carried  o n  the  books of a com m o d ity  

in te rm ed ia ry  for a co m m o d ity  custom er;

(g) Consumer goods -  goo d s p rim arily  u sed  o r in ten d ed  to  be  u sed  by 

th e  g ran to r  for personal, fam ily, o r h o u seh o ld  pu rposes;

(h) Control agreement -

1) W ith  re s p e c t to  s e c u r it ie s , m e a n s  a n  a g re e m e n t in  w r it in g  

a m o n g  th e  is s u e r  o r  th e  in te rm e d ia ry , th e  g ra n to r  a n d  th e  

s e c u re d  c re d ito r , a c c o rd in g  to  w h ic h  th e  is s u e r  o r  th e  

in te rm e d ia ry  a g re e s  to  fo llo w  in s tru c tio n s  fro m  th e  s e c u re d  

c re d i to r  w ith  re s p e c t to  th e  s e c u r ity , w ith o u t  fu r th e r  c o n se n t 

f ro m  th e  g ra n to r ;

2) W ith  re s p e c t  to  r ig h ts  to  d e p o s it  a c c o u n t, m e a n s  a n  

a g re e m e n t in  w r it in g  a m o n g  th e  d e p o s it - ta k in g  in s t i tu t io n , 

th e  g ra n to r  a n d  th e  s e c u re d  c re d ito r , a c c o rd in g  to  w h ic h  th e  

d e p o s it - ta k in g  in s t i tu t io n  a g re e s  to  fo llo w  in s tru c tio n s  fro m  

th e  s e c u re d  c re d i to r  w ith  re s p e c t to  th e  p a y m e n t o f fu n d s  

c re d i te d  to  th e  d e p o s i t  a c c o u n t w i th o u t  fu r th e r  c o n s e n t fro m  

th e  g ra n to r ;
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1 3) W ith  re s p e c t to  c o m m o d ity  c o n tra c ts , m e a n s  a n  a g re e m e n t in  

w r it in g  a m o n g  th e  g ra n to r ,  s e c u re d  c re d i to r ,  a n d  

in te rm e d ia ry , a c c o rd in g  to  w h ic h  th e  c o m m o d ity  

in te rm e d ia ry  w ill a p p ly  a n y  v a lu e  d is tr ib u te d  o n  a c c o u n t o f 

th e  c o m m o d ity  c o n tra c t a s  d ire c te d  b y  th e  s e c u re d  c re d i to r  

w i th o u t  fu r th e r  c o n s e n t b y  th e  c o m m o d ity  c u s to m e r  o r  

g ra n to r ;

(i) Debtor -  a p e rso n  w h o  ow es p a y m e n t o r o th e r perfo rm an ce  of a 

secured  ob ligation , w h e th e r  or n o t th a t p e rso n  is th e  g ra n to r  of the  

security  in te rest secu rin g  the  obligation ;

(j) Default -  th e  fa ilu re  of the  d eb to r to  p ay  o r o th e rw ise  p erfo rm  the 

secu red  ob ligation , an d  any  o th e r ev en t co n stitu tin g  a d e fau lt 

u n d e r  a security  ag reem en t;

(k) Deposit account -  a  d em an d , tim e, sav ings, o r an y  sim ilar accoun t 

m a in ta in ed  by a d ep o sit- tak in g  in s titu tio n  to  w h ich  fu n d s  m ay  be 

c red ited  o r d eb ited . The te rm  d o es n o t inc lude  in v estm en t p ro p e rty  

o r d ep o s it accoun t ev id en ced  by a n  in stru m en t;

(l) Electronic records -  in fo rm atio n  o r the  rep re sen ta tio n  of 

in fo rm ation , d a ta , figures, sym bols o r o th e r m odes of w ritten  

expression , d escribed  o r h o w ev er rep re sen ted  by  w h ich  a fact m ay



2

3

4

5

6

7

8 

9

10

11

12

13

14

15

16

17

18 

19

1 be p ro v ed  o r affirm ed , w h ich  is received , reco rd ed , tran sm itted , 

s to red , p rocessed , re triev ed  o r p ro d u c e d  electronically ;

(m) Equipment -  goo d s th a t are  n o t crops, livestock, inv en to ry , or 

co n su m er goods th a t a re  p rim arily  u sed  o r in ten d ed  to  be u sed  by 

th e  g ran to r  in  the  o p e ra tio n  of its business;

(n) Financial lease -  a lease u n d e r  w h ich  a t the  en d  of the  lease term :

1) th e  lessee au tom atica lly  becom es th e  o w n er of th e  asset th a t is 

the  object of the  lease; o r

2) th e  lessee m ay  acq u ire  o w n ersh ip  o f th e  asse t by  p a y in g  n o  

m ore  th a n  a nom inal price; or

3) th e  asse t has no  m o re  th a n  a nom inal re s id u a l value;

(o) Fixture -  goods th a t are  affixed o r a re  in ten d ed  to  becom e affixed to  

real p ro p e rty  in  a m a n n er th a t causes a p ro p e rty  rig h t in the  goods 

to  arise  in  fav o r of a p e rso n  w h o  has  a  r ig h t in  th e  real p ro p erty . 

R eadily  rem ovab le  facto ry  m ach ines, office m achines, a n d  

dom estic  app liances  a re  n o t fixtures;

(p) Goods -  tang ib le  p ersonal p ro p e rty , in c lu d in g  fix tu res, crops, an d  

livestock. The te rm  does n o t in c lude  m oney , d o cum en ts , 

in s tru m en ts  a n d  certificated  securities;
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1 (q) Grantor -

1) the  p e rso n  w h o  g ran ts  a security  in te res t in  co lla te ral to  secure 

its o w n  ob liga tion  o r th a t of a n o th e r  person ;

2) a  b u y e r o r o th e r transferee  of a co lla te ra l th a t acqu ires  its rig h t 

subject to  a security  in terest;

3) a tran sfe ro r in  an  o u tr ig h t tran sfe r of an  accoun ts receivable; o r

4) a lessee of goods;

(r) Instrument -  a w ritin g  th a t ev idences a r ig h t to p a y m e n t of m oney  

th a t in  the  o rd in a ry  cou rse  of business m ay  be tran sfe rred  by  

de liv ery  w ith  an y  necessary  en d o rsem en t;

(s) Intangible personal property -  in c ludes d ep o s it account, in tellectua l 

p ro p erty , in v e stm en t p ro p e rty  (o ther th a n  certificated  securities), 

an d  o th e r in tang ib les;

(t) Intellectual property -  in c ludes copy righ ts , p a ten ts , trad em ark s , 

serv ice m arks, trad e  secrets an d  in d u stria l d esig n s an d  an y  o th e r 

asset co n sid ered  to  be in te llec tua l p ro p e rty  rig h ts  u n d e r  R epublic 

A ct N o. 8293, "Tlie In tellec tual P ro p erty  C ode of the  P h ilipp ines;"

(u) Inventory -  goo d s helci for sale o r lease in  the  o rd in a ry  course  of 

business, in c lu d in g  ra w  m ateria ls  a n d  w ork -in -p rocess (sem i- 

processed);
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1 (v) Investment property -  a secu rity , w h e th e r  o r n o t ev id en ced  by  

certificates, an d  w h e th e r  o r n o t he ld  d irec tly  ag a in st the  issuer o r 

c red ited  to  a  securities account, co m m o d ity  con tract, o r com m o d ity  

account;

(w) Lien -  a r ig h t in  p ro p erty , o th e r th a n  a rig h t of re ten tio n , w h ich  is 

c rea ted  by o p era tio n  of law , by an  o rd e r  of a c o u rt o r o th e r legal 

au th o rity ; in c lu d in g  a r ig h t he ld  by a tax au th o rity ;

(x) Negotinble document -  a d o cu m en t of title , such  as a bill of lad ing , or 

w areh o u se  rece ip t th a t em bod ies  th e  rig h t to  de liv ery  of goods;

(y) Non-intermediated securities -  secu rities  o th e r th a n  securities 

c red ited  to  a securities accoun t an d  rig h ts  in  securities re su ltin g  

from  the  c red it of secu rities to  a securities account;

(z) Notice -  a s ta tem en t of in fo rm atio n  th a t is reg is te red  in  the  R egistry  

re la tin g  to  a secu rity  in te res t o r lien. T he te rm  inc ludes an  initial 

notice, am e n d m e n t notice, a n d  te rm in a tio n  notice;

(aa) Ordinary course of business -  the  reg u la r co n d u c t o r p u rsu it of a 

com m ercial o r an  econom ic activ ity , in c lu d in g  transac tio n s  

inc iden ta l there to ;

(bb) Person -  a n a tu ra l o r ju rid ical person ;

(cc) Personal property -  in tang ib les, an d  tang ib les  of any  n a tu re ;
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1 (dd) Proceeds -  an y  p ro p e rty  rece ived  u p o n  sale, lease o r o th e r 

d isp o sitio n  of colla teral, o r w h a tev e r is co llected  o n  o r d is tr ib u ted  

w ith  resp ect to  colla teral, claim s aris ing  o u t of th e  loss o r d am ag e  

to  th e  co lla teral, as w ell as a r ig h t to  in su ran ce  p a y m e n t o r o th e r 

com p en sa tio n  for loss o r d am ag e  of the  collateral;

(ee) Purclinse money security interest -  a secu rity  in te res t in  goo d s taken  

by  th e  seller to  secure  th e  p rice o r by a p e rso n  w h o  g ives va lu e  to  

enab le  the  g ra n to r  to  acqu ire  th e  goods to  the  ex ten t th a t the  c red it 

is u sed  fo r th a t pu rp o se ;

(ff) Registry -  the  cen tra lized  a n d  n a tio n w id e  electronic  reg istry  

estab lished  in  th e  L and  R eg istra tion  A u th o rity  w h ere  notice of a 

security  in te res t an d  a lien  in  perso n a l p ro p e rty  m ay  be reg istered ; 

(gg) Secured creditor -  a p e rso n  th a t has a secu rity  in terest. For the 

p u rp o ses  of reg is tra tio n  an d  p rio rity  only , it inc ludes a b u y e r of 

accoun t receivab le  a n d  a lesso r of g o o d s  u n d e r  an  o p e ra tin g  lease 

for n o t less th a n  one (1) year;

(hh) Securities account -  an  accoun t m a in ta in ed  by  a n  in te rm ed ia ry  to 

w h ich  securities m ay  be cred ited  o r deb ited ;
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(ii) Security agrccuient -

1) an  ag reem en t, reg a rd less  of w h e th e r  the  p a rties  h ave  

d en o m in a te d  it as a secu rity  ag reem en t, b e tw een  th e  g ran to r  

an d  a secu red  c red ito r for th e  c rea tio n  of th e  security  in terest; 

an d

2) an  ag reem en t th a t p ro v id es  fo r th e  o u tr ig h t tran sfe r of a 

receivable;

(jj) Security interest -  a p ro p e rty  rig h t in  co lla teral th a t secu res p ay m en t 

o r o th e r p erfo rm ance  of an  ob ligation , reg ard less  of w h e th e r  the  

p a rties  have  d en o m in a te d  it as a security  in terest, an d  reg a rd less  of 

th e  type  of asset, the  s ta tu s  of the  g ra n to r  o r secu red  c red ito r, o r th e  

n a tu re  of the  secu red  ob ligation ; in c lu d in g  th e  r ig h t of a  b u y e r of 

accoun ts  receivab le  an d  a lessor u n d e r  an  o p e ra tin g  lease for no t 

less than  one (1) year; and

(kk) W riting -  fo r the  p u rp o se  of th is L aw  inc lu d es  electronic  records.

SEC. 4. Scope o f the Act.

(a) Tlris A ct shall ap p ly  to:

1) tran sac tions th a t secu re  an  ob ligation  w ith  co lla teral, reg ard less  

of fo rm  o r te rm in o lo g y  u sed , a n d  w h e th e r  the secu red  c red ito r 

o r the  g ran to r ow n s o r has o th e r r ig h ts  to  th e  collateral, 

in c lu d in g  a financial lease, an d  sale w ith  a re ten tio n  of



1 ow n ersh ip , an d , o th e r th an  E nfo rcem en t of S ecurity  In te rest in

Z C h ap te r 6, the o u tr ig h t tran sfe r of an  accoun t receivable.

3 2) for p u rp o ses  of reg is tra tio n  an d  p rio rity ,

4 a. liens in perso n a l p ro p erty ; an d

5 b. an  o p e ra tin g  lease for n o t less th an  one (1) year.

6 (b) This A ct shall n o t ap p ly  to  in te rests  in  a ircrafts  subject to  R epublic

7 A ct N o. 9497, o r th e  "C iv il A v ia tion  A u th o rity  A ct of 2008", an d

8 in terests  in  sh ip s subject to  P residen tia l D ecree N o. 1521, o r the

9 "Ship  M ortgage D ecree of 1978".

10 C H A PT E R  2 -  C R E A T IO N  O F SECU RITY  IN T E R E ST

11 SEC. 5. C reation o f a  security  interest.

12 (a) A security  in te rest shall be c rea ted  by a secu rity  ag reem en t.

13 (b) A security  ag ree m en t m ay  p ro v id e  fo r the  c rea tio n  of a security

14 in te rest in a fu tu re  p ro p e rty , b u t th e  security  in te res t in  th a t

15 p ro p e rty  is c rea ted  ortly w h e n  the  g ra n to r  acqu ires  rig h ts  in  it o r

16 th e  p o w er to en cu m b er it.

17 SEC. 6. Security agreement. -  A secu rity  ag ree m en t m u s t be in  w ritin g

18 signed  by the  g ran to r, an d  it m ay  consist of one o r m ore  w ritin g s  tha t, taken

19 together, estab lish  the in ten t of the  p a rties  to  crea te  a security  in terest, and :

20 (a) iden tifies the  secu red  c red ito r a n d  g ran to r;

21 (b) describes th e  secu red  ob liga tion  as p ro v id e d  in  Section 7; an d
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(c) describes the  colla teral, as p ro v id e d  in  Section 9.

SEC. 7. O bligations th a t m ay be secured.

(a) A security  in te rest m ay  secure  one o r m o re  ob ligations, w h ich  m ay  

be of an y  type , p re-ex isting , p re sen t o r fu tu re , co n d itio n a l o r 

u n cond itional, m o n e ta ry  o r non -m o n eta ry , fixed o r fluctuating .

(b) S ecured  ob ligations m ay  be described  specifically  o r  generally , 

in c lu d in g  by th e  m ax im u m  a m o u n t fo r w h ich  th e  secu rity  in te rest 

m ay  be enforced.

SEC. 8. P roperty  th a t  m ay be encumbered. -  A security  in te rest m ay  be 

crea ted  over:

(a) A ny ty p e  of perso n a l p ro p erty ;

(b) P arts  of p ro p e rty  an d  u n d iv id e d  rig h ts  in  perso n a l p ro p erty ;

(c) G eneric ca tegories of p ersonal p ro p erty ; an d

(d) All of a g ra n to r 's  p e rsonal p ro p erty .

SEC. 9. D escription o f co lla teral. -  A d e sc rip tio n  of co lla teral shall be 

considered  sufficient, w h e th e r  it is specific o r genera l, if it reasonab ly  

identifies the  co llateral. A d esc rip tio n  su ch  as "a ll p e rsonal p ro p e rty " , "all 

eq u ip m en t" , "all in v en to ry " , o r  "a ll pe rso n a l p ro p e rty  w ith in  a generic 

ca tegory" of the  g ran to r shall be sufficient.

11
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SEC. 10. R ight to proceeds an d  comm ingled fu n d s  an d  money.

(a) A security  in te res t in  p ersonal p ro p e rty  shall ex ten d  to  its 

iden tifiab le  o r traceab le  proceeds.

(b) W liere p roceeds in the  fo rm  of fu n d s  c red ited  to  a d ep o s it accoun t 

o r m oney  are com m ing led  w ith  o th e r fu n d s  o r m oney:

1) The security  in te res t shall ex tend  to  the  com m ing led  m oney  o r 

funds, n o tw ith s ta n d in g  th a t th e  p roceed s have  ceased  to  be 

iden tifiab le  to  th e  ex ten t they  rem a in  traceable;

2) T he security  in te res t in  th e  co m m in g led  fu n d s  o r m oney  shall be 

lim ited  to  the  a m o u n t of th e  p roceed s im m ed ia te ly  before they  

w ere  com m ing led ; and

3) If a t any  tim e a fte r th e  com m ing ling , th e  balance c red ited  to  the 

d ep o s it accoun t o r the a m o u n t of the  com m ing led  m oney  is less 

th a n  the  a m o u n t of th e  p roceed s im m ed ia te ly  before they  w ere  

com m ing led , th e  secu rity  in te res t ag a in st the  com m ing led  fu n d s  

o r m oney  shall be lim ited  to  th e  low est a m o u n t of the  

com m ing led  fu n d s  o r m oney  betv^een the  tim e w h en  the 

p roceed s w ere  co m m in g led  an d  the  tim e the  secu rity  in te res t in 

the  p roceeds is claim ed.

12



1 SEC. 11. C ontinu ity  o f security  interest. -  A security  in te rest shall

2 con tin u e  in  co lla teral n o tw ith s tan d in g  sale, lease, license, exchange, o r o th e r 

d isp o sitio n  of the  co llateral, excep t as o th e rw ise  p ro v id e d  in  Section 25 of th is 

Act, o r ag reed  u p o n  by  the  parties.

SEC. 12. C ontractual lim ita tio n  on the creation o f a security  interest. 

(a) A se c u r ity  in te re s t  in  a n  a c c o u n t re c e iv a b le  sh a ll b e  e ffec tiv e  

n o tw ith s ta n d in g  a n y  a g re e m e n t b e tw e e n  th e  g ra n to r  a n d  th e  

a c c o u n t d e b to r  o r  a n y  s e c u re d  c re d i to r  lim it in g  in  a n y  w a y  th e  

g r a n to r 's  r ig h t  to  c re a te  a  s e c u r ity  in te re s t.
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(b) N o th in g  in  th is  S ec tio n  sh a ll a ffec t a n y  o b lig a tio n  o r  lia b ility  o f 

th e  g ra n to r  fo r b re a c h  o f th e  a g re e m e n t in  s u b se c tio n  (a).

(c) A n y  s t ip u la t io n  lim itin g  th e  g r a n to r 's  r ig h t  to  c re a te  a s e c u r ity  

in te re s t  sh a ll b e  v o id .

(d) T h is  S ec tio n  sh a ll a p p ly  o n ly  to  a c c o u n ts  re c e iv a b le  a r is in g  

from :

1) a  c o n tra c t fo r th e  s u p p ly  o r  le a se  o f g o o d s  o r  se rv ic e s  o th e r  

th a n  f in a n c ia l se rv ice s;

2) a c o n s tru c t io n  c o n tra c t o r  a c o n tra c t fo r th e  sa le  o r  le a se  o f 

rea l p ro p e r ty ;

13
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3) a  c o n tra c t fo r th e  sa le , le a se  o r  licen ce  o f in te lle c tu a l

p ro p e r ty .

SEC. 13. R ights and  obligations and  general s tan d a rd  o f conduct o f

parties.

(a) The m u tu a l rig h ts  an d  ob liga tions of the  g ra n to r  an d  the  secu red  

c red ito r a re  d e te rm in e d  by  th e  te rm s an d  co n d itio n s  se t o u t in  the  

security  ag reem en t, in c lu d in g  any  ru le s  o r g enera l cond itions  

referred  to there in .

(b) A p e rso n  m u s t exercise its r ig h ts  an d  p erfo rm  its ob ligations u n d e r  

th is Law  in good  fa ith  an d  in  a com m ercially  reasonab le  m anner.

C H A PT E R  3 -  PE R FE C T IO N  O F SECU RITY  IN T ER EST

SEC. 14. Perfection o f security  interest.

(a) A security  in te res t shall be perfected  w h e n  it has  been  crea ted  an d  

th e .secu red  c red ito r has  tak en  one of th e  actions in  accordance w ith  

Sec. 15.

(b) O n  perfection , a secu rity  in te res t becom es effective ag a in st th ird  

parties.

SEC. 15. M eans o f perfection. -  A secu rity  in te res t m ay  be perfec ted  by:

(a) reg is tra tio n  of a no tice w ith  the  Registry;

(b) possession  of tlie co lla te ra l by  th e  secu red  cred ito r; an d

14
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(c) con tro l of in v e stm en t p ro p e rty  a n d  d ep o s it account.

A security  in te rest in  any  tang ib le  a sse t m ay  be perfec ted  by 

reg is tra tio n  o r possession . A security  in te res t in  in v e sh n en t p ro p e rty  

and  d ep o sit accoun t m ay  be perfected  by reg is tra tio n  or contro l.

SEC. 16. Perfection by control.

(a) A s e c u r ity  in te re s t  in  a  d e p o s i t  a c c o u n t o r  in v e s tm e n t 

p ro p e r ty  m a y  b e  p e rfe c te d  b y  c o n tro l th ro u g h :

1) T h e  c re a tio n  o f th e  s e c u r ity  in te re s t  in  fa v o u r  o f th e  

d e p o s it - ta k in g  in s t i tu t io n  o r  th e  in te rm e d ia ry ;

2) T h e  c o n c lu s io n  o f a c o n tro l a g re e m e n t; o r

3) F o r a n  in v e s tm e n t p ro p e r ty  th a t  is  a n  e le c tro n ic  s e c u r ity  n o t  

h e ld  w ith  a n  in te rm e d ia ry , th e  n o ta tio n  o f th e  s e c u r ity  

in te re s t  in  th e  b o o k s  m a in ta in e d  b y  o r  o n  b e h a lf  o f th e  

is su e r  fo r  th e  p u rp o s e  o f re c o rd in g  th e  n a m e  o f th e  h o ld e r  

o f th e  se c u rit ie s .

(b) N o th in g  in  th is A ct shall req u ire  a d ep o sit- tak in g  in stitu tio n  o r an  

in te rm ed ia ry  to  en te r in to  a con tro l ag reem en t, ev en  if th e  g ran to r  

so requests. A d ep o s it- tak in g  in s titu tio n  o r a n  in te rm ed ia ry  th a t 

has en te red  in to  such  an ag reem en t shall n o t be req u ire d  to

15



1 confirm  the  ex istence of th e  ag reem en t to a n o th e r  p e rso n  un less

2 req u es ted  to  d o  so by the  g ran to r.

3 SEC. 17. Perfection o f judgm ent cred ito r's  rights by reg istra tion  or

4 seizure. -  A ju d g e m en t c red ito r m ay  perfect h is r ig h t by  reg is te rin g  a notice,

5 o r seizing  the  p roperty .

SEC. 18. Perfection in proceeds.

(a) U p o n  d isp o sitio n  of co lla teral, a secu rity  in te res t shall ex tend  to 

p roceeds of the  co lla te ral w ith o u t fu r th e r  ac t an d  be  co n tin u o u sly  

perfected , if th e  p roceed s a re  in  th e  fo rm  of m oney , accoun ts 

receivable , nego tiab le  in s tru m en ts  o r d ep o s it accounts.

(b) U pon  d isp o sitio n  of the  collateral, if th e  p roceeds are  in  a fo rm  

d ifferen t from  m oney , accoun ts  receivable , nego tiab le  in s tru m en ts  

o r d ep o s it accounts, th e  security  in te rest in  such  p roceed s m u s t be 

perfec ted  by  one of the  m eans app licab le  to  th e  re lev an t ty p e  of 

co llateral w ith in  fifteen (15) d ay s  a fte r the  g ra n to r  receives such  

p roceeds; o therw ise , the security  in te res t in  such  p roceed s shall n o t 

be effective ag a in st th ird  parties.

SEC. 19. Change in means o f perfection. -  A secu rity  in te res t shall

19 rem a in  perfected  d esp ite  a ch an g e  in  th e  m eans fo r ach iev ing  perfection ,

20 p ro v id ed  th a t the re  w as no  tim e w h en  the  secu rity  in te res t w as  n o t perfected .
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1 SEC. 20. A ssignm ent o f  security  interest. -  If a secu red  c red ito r assigns 

a perfected  security  in terest, an  am e n d m e n t no tice m ay be reg is te red  to  reflect 

the  assignm ent.

C H A PT E R  4 -  PR IO R IT Y  O F SECU RITY  IN T ER EST

SEC. 21. P rio rity  rules. -  T he p rio rity  of secu rity  in te rests  an d  liens in  

the  sam e collateral shall be d e te rm in e d  acco rd ing  to  tim e of reg is tra tio n  of a 

no tice o r perfection  by o th e r m eans, w ith o u t re g a rd  to  th e  o rd e r  of c rea tion  of 

the security  in terests  an d  liens.

SEC. 22. P rio rity  fo r  perfection by control.

(a) A  se c u r ity  in te re s t  in  a d e p o s i t  a c c o u n t w ith  re s p e c t to  w h ic h  

th e  s e c u re d  c re d i to r  is th e  d e p o s it - ta k in g  in s t i tu t io n  o r  th e  

in te rm e d ia ry  sh a ll h a v e  p r io r i ty  o v e r  a c o m p e tin g  se c u r ity  

in te re s t  p e rfe c te d  b y  a n y  m e th o d .

(b) A  se c u r ity  in te re s t  in  a d e p o s i t  a c c o u n t o r  in v e s tm e n t p ro p e r ty  

th a t  is p e rfe c te d  b y  a c o n tro l a g re e m e n t sh a ll h a v e  p r io r i ty  o v e r  

a  c o m p e tin g  s e c u r ity  in te re s t  e x c e p t a  s e c u r ity  in te re s t  o f th e  

d e p o s it - ta k in g  in s t i tu t io n  o r  th e  in te rm e d ia ry .

(c) T h e  o rd e r  o f p r io r i ty  a m o n g  c o m p e tin g  se c u r ity  in te re s ts  in  a 

d e p o s it  a c c o u n t o r  in v e s tm e n t p ro p e r ty  th a t  w e re  p e rfe c te d  b y  

th e  c o n c lu s io n  o f c o n tro l a g re e m e n ts  sh a ll b e  d e te rm in e d  o n  

th e  b a s is  o f th e  tim e  o f c o n c lu s io n  of th e  c o n tro l a g re e m e n ts .
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1 (d) A n y  r ig h ts  to  se t-o ff  th a t  th e  d e p o s it - ta k in g  in s t i tu t io n  m a y  

h a v e  a g a in s t  a g r a n to r 's  r ig h t  to  p a y m e n t o f fu n d s  c re d i te d  to  a  

d e p o s it  a c c o u n t sh a ll h a v e  p r io r i ty  o v e r  a  s e c u r ity  in te re s t  in  

th e  d e p o s it  a c c o u n t.

(e) A se c u r ity  in te re s t  in  a  s e c u r ity  c e r tif ic a te  p e rfe c te d  b y  th e  

s e c u re d  c r e d i to r 's  p o s se s s io n  o f th e  c e r tif ic a te  sh a ll h a v e  

p r io r i ty  o v e r  a c o m p e tin g  se c u r ity  in te re s t  p e rfe c te d  b y  

re g is t ra t io n  o f a  n o tic e  in  th e  R eg is try .

(f) A se c u r ity  in te re s t  in  e le c tro n ic  s e c u r it ie s  n o t  h e ld  w ith  an  

in te rm e d ia ry  p e rfe c te d  b y  a n o ta t io n  o f th e  s e c u r ity  in te re s ts  in  

th e  b o o k s  m a in ta in e d  fo r th a t  p u rp o s e  b y  o r  o n  b e h a lf  o f th e  

is s u e r  sh a ll h a v e  p r io r i ty  o v e r  a s e c u r ity  in te re s t  in  th e  sa m e  

s e c u r it ie s  p e rfe c te d  b y  a n y  o th e r  m e th o d .

(g) A  se c u r ity  in te re s t  in  e le c tro n ic  s e c u r it ie s  n o t  h e ld  w ith  an  

in te rm e d ia ry  p e rfe c te d  b y  th e  c o n c lu s io n  o f a  c o n tro l 

a g re e m e n t sh a ll h a v e  p r io r i ty  o v e r  a  s e c u r ity  in te re s t  in  th e  

s a m e  se c u r it ie s  p e rfe c te d  b y  r e g is t ra t io n  o f a n o tic e  in  th e  

R eg is try .

(h) T he  o rd e r  o f p r io r i ty  a m o n g  c o m p e tin g  se c u r ity  in te re s ts  in  

e le c tro n ic  s e c u r it ie s  n o t  h e ld  w ith  a n  in te rm e d ia ry  p e rfe c te d  b y

18



2

1 th e  c o n c lu s io n  o f c o n tro l a g re e m e n ts  is d e te rm in e d  o n  th e  b a s is  

o f th e  tim e  o f c o n c lu s io n  o f th e  c o n tro l a g re e m e n ts .

8

9

3 SEC. 23. P rio rity  fo r  instrum ents and  negotiable docum ents. -  A

4 security  in terest in an  in s tru m en t o r nego tiab le  d o cu m en t th a t is perfec ted  by

5 possession  of th e  in s tru m en t o r the nego tiab le  d o cu m en t shall have  p rio rity

6 o v er a security  in te rest in  the  in s tru m e n t o r nego tiab le  d o cu m en t th a t is

7 perfected  by  reg is tra tio n  of a no tice in th e  R egistry.

SEC. 24. P rio rity  and  righ t o f  reten tion  by operation  o f law. -  A

p erson  w h o  p ro v id es  services o r m a teria ls  w ith  resp ect to  the  goods, in  th e

10 o rd in a ry  course  of business, an d  re ta in s  possession  of the  goo d s shall h av e

11 p rio rity  over a perfected  security  in te rest in the  goo d s u n til p a y m e n t thereof. 

SEC. 25. Transferee exceptions.

(a) A p e rso n  w h o  b u y s o r leases g o o d s  in  th e  o rd in a ry  course  of 

b usiness of the  seller o r lesso r shall take  free of a  security  in terest, if 

th e  b u y er o r lessee d id  n o t h av e  k n o w led g e  th a t the  sale o r lease 

v io la tes  the  rig h ts  of the  secu red  c red ito r u n d e r  the  security  

ag reem en t.

(b) A non-exclusive licensee of an  in tang ib le  co lla te ral licensed  in  the  

o rd in a ry  course  of the  licenso r's  busin ess  shall take  free of a 

security  in terest, p ro v id e d  th a t, a t th e  tim e of th e  conclusion  of the 

license ag reem en t, the  licensee d id  n o t h av e  k n o w led g e  th a t the
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1 license v io la tes the  rig h ts  of th e  secu red  c red ito r u n d e r  the  security  

ag reem en t.

(c) A b u y e r o r lessee of a m o to r vehicle shall take  it free of a security  

in te rest if th e  b u y er o r lessee d id  n o t h av e  k n o w led g e  th a t the  sale 

o r lease v io la tes th e  rig h ts  of the  secu red  c red ito r u n d e r  the  

security  ag reem en t a n d  if th e  no tice w o u ld  n o t be re triev ed  in  a 

search  acco rd ing  to  th e  serial num ber.

(d) A b u y er o r lessee shall take  free of a security  in te rest in  goo d s if the 

secu red  c red ito r consen ts  to  th e  sale o r lease by th e  g ran to r.

(e) A  p e rso n  w h o  receives m oney  shall take  free  of a  secu rity  in te res t 

in  th e  m oney , un less  the  p erson  acted  in co llusion  w ith  the  g ran to r.

(f) A tra n s fe re e  o f fu n d s  o r in v e s tm e n t p ro p e r ty  sh a ll a c q u ire  its  

r ig h ts  free  o f a  s e c u r ity  in te re s t  in  d e p o s i t  a c c o u n t o r  

in v e s tm e n t p ro p e r ty ,  u n le s s  th e  tra n s fe re e  h a s  k n o w le d g e  th a t  

th e  tr a n s fe r  v io la te s  th e  r ig h ts  o f th e  s e c u re d  c re d i to r  u n d e r  th e  

s e c u r ity  a g re e m e n t.

(g) A p e rs o n  w h o  ta k e s  p o s se s s io n  o f a n  in s tru m e n t  o r  n e g o tia b le  

d o c u m e n t a n d  g iv e s  v a lu e  w i th o u t  k n o w le d g e  th a t  th e  sa le  o r 

o th e r  tra n s fe r  is in  v io la tio n  o f th e  r ig h ts  o f th e  s e c u re d  c re d i to r  

u n d e r  th e  s e c u r ity  a g re e m e n t sh a ll  a c q u ire  its  r ig h ts  fre e  o f a
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s e c u r ity  in te re s t  th a t  is  m a d e  e ffec tiv e  a g a in s t  th i rd  p a r t ie s  b y  

re g is tra t io n  o f a n o tice  in  th e  R eg is try .

SEC. 26, Effect o f the g ran to r 's  insolvency on the p rio rity  o f  a security  

interest. -  Subject to  the  app licab le  inso lvency  law , a security  in te rest 

perfected  p rio r to  the  com m en cem en t of inso lvency  p ro ceed in g s in  respect of

6 the g ran to r shall rem a in  perfected  an d  re ta in  the  p rio rity  it h ad  before the

7 com m encem en t of th e  inso lvency  proceed ings.

SEC. 27. Purchase money security  interest.

(a) A p u rch ase  m oney  secu rity  in te res t in e q u ip m en t an d  its p roceeds 

shall have  p rio rity  over a  conflic ting  secu rity  in terest, if a no tice 

re la tin g  to  the  p u rch ase  m o n ey  security  in te res t is reg is te red  w ith in  

th ree  (3) busin ess  d ay s  a fte r the  g ra n to r  receives possession  of the

eq u ip m en t.

(b) A p u rch ase  m oney  security  in te rest in  co n su m er g o o d s  th a t is 

perfected  by reg is tra tio n  of no tice n o t la te r th an  th ree  (3) b usiness 

d ay s a fte r th e  g ran to r  o b ta in s possession  of th e  co n su m er goo d s 

shall have  p rio rity  over a conflic ting  security  in terest.

(c) A p u rch ase  m oney  secu rity  in te res t in  in v en to ry , in tellectua l 

p ro p e rty  o r livestock  shall h av e  p rio rity  o ver a conflicting  

perfec ted  security  in te res t in  th e  sam e inven to ry , in tellectual 

p ro p e rty  o r livestock  if:
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1 1) the  p u rch ase  m oney  secu rity  in te res t is perfec ted  w h en  the  

g ran to r receives possession  of the  in v en to ry  o r livestock, or 

acqu ires rig h ts  to in tellectual p ro p e rty , and

2) before th e  g ran to r  receives possession  of the  in v en to ry  or 

livestock, o r acqu ires  r ig h ts  in  in te llec tua l p ro p e rty , th e  

p u rch ase  m oney  secu red  c red ito r g ives w ritte n  no tifica tion  to 

the  h o ld e r of th e  conflicting perfec ted  security  in te rest in  the  

sam e types  of in v en to ry , livestock, o r in tellectua l p ro p erty . The 

no tifica tion  sen t to  th e  h o ld e r of the  conflic ting  security  in terest 

m ay  cover m u ltip le  tran sac tio n s  b e tw een  th e  p u rch ase  m oney  

secu red  c red ito r a n d  th e  g ran to r w ith o u t th e  n eed  to  iden tify  

each transac tion .

(d) The p u rch ase  m oney  secu rity  in te res t in  e q u ip m en t o r co n su m er 

goo d s perfected  tim ely  in  accordance w ith  subsections (a) an d  (b), 

shall have  p rio rity  over the  rig h ts  of a buyer, lessee, o r lien  h o ld e r 

w h ich  arise  b e tw een  d e liv ery  of th e  e q u ip m e n t o r co n su m er goods 

to  th e  g ran to r an d  the  tim e the no tice is reg istered .

SEC. 28. Livestock. -  A perfec ted  security  in te res t in  livestock  securing  

an  ob ligation  in cu rred  to  enab le  the  g ran to r  to  o b ta in  food  o r m ed ic ine  for the  

livestock shall have  p rio rity  over any  o th e r security  in te rest in  the  livestock, 

excep t for a perfected  p u rch ase  m oney  security  in te res t in  th e  livestock, if the
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1 secu red  c red ito r p ro v id in g  c red it fo r food  o r m ed icine  g ives w ritten

2 notification  to  the  h o ld e r of the  coiiflicting p erfec ted  security  in te res t in  the

3 sam e livestock  before the g ra n to r  receives possession  of th e  food  o r m edicine .

4 SEC. 29. Fixtures.
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(a) A perfected  secu rity  in te res t m ay  be crea ted  in  fix tu res o r m ay 

con tin u e  in  goo d s th a t becom e fix tures.

(b) A security  in te res t in  a fix tu re  shall be su b o rd in a te  to  rig h ts  in  th e  

real p ro p e rty  to  w h ich  it is affixed un less  a no tice of th e  security  

in te res t in  th e  fix tu re  has  been  reg is te red  in  th e  R egistry  

es tab lished  b y  th is  A ct a n d  p rio r  to  th e  reg is tra tio n  of th e  rig h ts  in 

the  real p roperty .

(c) A p u rch ase  m oney  secu rity  in te res t in  fix tu res shall have  p rio rity  

o ver a conflic ting  in te rest of an  en cu m b ran ce r o r o w n er of the  real 

p ro p e rty  if th e  g ran tor;

1) the  in terest of the  en cu m b ran ce r o r o w n er arises before the 

goo d s becom e fix tures; an d

2) th e  security  in te rest in  th e  fix tu re  is perfec ted  by  reg is tra tio n  

before the goo d s becom e fix tu res o r w ith in  ten  (10) days 

thereafter.
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1 SEC. 30. Accessions. -  If a  secu rity  in te res t is perfec ted  w h en  the

2 co llateral becom es an  accession, the  security  in te res t shall rem a in  perfec ted  in

3 the  collateral.
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SEC. 31. Commingled goods.

(a) If a secu rity  in terest has been  crea ted  before com m ing ling , the 

security  in te rest shall ex tend  to  the  p ro d u c t or m ass.

(b) If a secu rity  in te res t is perfected  before the  co lla te ral becom es 

com m ing led , th e  security  in te rest shall co n tin u e  to  be perfec ted  in  

th e  p ro d u c t o r m ass.

(c) Tlie p rio rity  of th e  secu rity  in te res t in  tlie p ro d u c t o r m ass shall be 

d e te rm in e d  from  th e  tim e of perfection  in  the  co lla te ral th a t 

becam e com m ing led , excep t as lim ited  by subsec tion  (d)(3), below .

(d) If m ore  th a n  one secu rity  in te rest ex ten d s to  the  p ro d u c t o r m ass, 

the  fo llow ing  ru les  shall d e te rm in e  p rio rity :

1) A security  in te rest th a t is perfec ted  shall h av e  p rio rity  over a 

security  in te res t th a t is u n p erfec ted  a t tine tim e th e  co lla teral 

becom es com m in g led  goods;

2) The first secu rity  in te res t to  be c rea ted  in  th e  p ro d u c t o r m ass 

shall h ave  p rio rity  am o n g  u n p erfec ted  security  in terests; an d
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1 3) If m ore  th an  one secu rity  in te res t is perfected , the  perfec ted  

security  in te rests  shall ran k  equally  in  p ro p o rtio n  to  th e  v a lu e  of 

the  co lla teral a t the tim e it becam e com m ing led .

SEC. 32. Subordination.

(a) A secu red  c red ito r m ay , in  a security  ag ree m en t o r o therw ise , 

su b o rd in a te  its secu rity  in te res t to  any  o th e r in terest.

(b) A su b o rd in a tio n  of security  in te rest shall be effective w ith o u t 

reg istra tion .

(c) A su b o rd in a tio n  shall n o t ad v erse ly  affect th e  rig h ts  of o th e r 

secured  cred ito rs.

C H A PT E R  5 -  R E G IS T R A T IO N  - R EG ISTR Y

SEC. 33. E stab lishm ent o f  electronic registry.

(a) The R egistry  shall be estab lished  in  an d  a d m in is te re d  by  the  L and 

R eg istra tion  A uthority .

(b) The R egistry  shall p ro v id e  electronic m eans fo r reg is tra tio n  an d  

search ing  of notices.

SEC. 34. Public record.

(a) In fo rm ation  co n ta in ed  in  a reg is te red  no tice shall be co n sid ered  as 

a pub lic  record .

(b) A ny p erson  m ay  search  notices reg is te red  in the  R egistry .

(c) The electronic reco rds  of the  R egistry  shall be the  official records.
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SEC. 35. Sufficiency o f notice.

(a) A n in itia l notice of secu rity  in te rest shall n o t be rejected:

1) If it iden tifies the  g ran to r  by  an  iden tifica tion  n u m b e r, as fu rth e r  

p rescribed  in th e  regu la tions;

2) If it iden tifies th e  secu red  c red ito r o r an  ag en t of the secu red  

c red ito r by nam e;

3) If it p ro v id es  an  a d d re ss  for th e  g ran to r  a n d  secu red  c red ito r o r 

its agent;

4) If it describes the  co llateral; an d

5) If the  p rescribed  fee has been  te n d e red , o r an  a rran g em en t has 

been  m ad e  for p a y m en t of fees by o th e r m eans.

(b) If the  R egistry  rejects to  reg is te r a  notice, it shall p ro m p tly  

com m unica te  the  fact of a n d  reaso n  fo r its rejection to  the  p e rso n  

w h o  su b m itted  the notice.

(c) Each g ra n to r  m u s t a u th o rize  th e  reg is tra tio n  of an  in itia l no tice by  

s ig n in g  a security  ag ree m en t o r o th e rw ise  in  w riting .

(d) A notice m ay  be reg is te red  before a secu rity  ag reem en t is 

concluded . O nce a security  ag ree m en t is concluded , the  d a te  of 

reg is tra tio n  of the  notice shall be reck o n ed  fro m  the  d a te  notice 

w as reg istered .

26



2

3

1 (e) A notice of lien  m ay  be reg is te red  by  a lien  h o ld e r  w ith o u t the  

consen t of th e  p e rso n  ag a in st w h o m  the  lien is so u g h t to  be 

enforced.

4 (f) D escrip tion  of the  co lla te ral in  a  no tice shall be en te red  in  English.

5 SEC. 36. One notice sufficient fo r  security  in terests under m ultifile

6 security agreements. -  T he reg is tra tio n  of a sing le  notice m ay  re la te  to  security

7 in terests  c rea ted  by the  g ran to r  u n d e r  one o r m ore  th a n  one security

8 ag reem en t.

9 SEC. 37. Effectiveness o f  notice.

10 (a) A notice shall be effective a t th e  tim e it is d iscoverab le  o n  the

11 reco rds of the  R egistry.

12 (t>) A notice shall be effective fo r th e  d u ra tio n  of the  te rm  ind icated  in

13 th e  no tice un less  a co n tin u a tio n  notice is reg is te red  before the  te rm

14 lapses.

15 (c) A notice su b stan tia lly  co m p ly in g  w ith  the  req u irem en ts  of th is

16 C h ap te r shall be effective un less  it is seriously  m islead ing .

17 (d) A notice th a t m ay  n o t be re triev ed  in  a search  of th e  R egistry

18 ag a in st the co rrect iden tifie r of the  g ran to r  shall be ineffective w ith

19 respect to  th a t g ran to r.
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1 SEC. 38. Seriously m isleading notice. -  A no tice th a t does n o t p ro v id e  

the  iden tification  n u m b e r of the  g ran to r shall be se riously  m islead ing .

SEC. 39. Am endm ent o f  notice.

(a) A notice m ay  be am e n d e d  by the  reg is tra tio n  of an  am e n d m e n t 

notice tliat:

1) iden tifies the  initial no tice by  its reg is tra tio n  n um ber; and

2) p ro v id es  th e  n ew  in fo rm ation .

(b) A n a m e n d m e n t no tice th a t a d d s  co lla tera l th a t is n o t p roceeds 

m u st be a u th o rized  by th e  g ran to r  in  w riting .

(c) A n a m e n d m e n t notice th a t a d d s  a g ra n to r  m u s t be au th o rized  by 

th e  a d d e d  g ran to r  in  w riting .

(d) A n am e n d m e n t notice shall be effective on ly  as to  each secured  

c red ito r w h o  au th o rizes  it.

(e) A n a m e n d m e n t no tice th a t a d d s  co lla teral o r a  g ra n to r  shall be 

effective as to  the  a d d e d  co llateral o r g ran to r  fro m  th e  d a te  of its 

reg istra tion .

SEC. 40. C ontinuation  o f notice.

(a) The p e rio d  of effectiveness of a no tice m ay  be co n tin u ed  by 

reg is te ring  an  a m e n d m e n t no tice th a t iden tifies th e  initial no tice by 

its reg is tra tio n  num ber.
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1 (b) C o n tin u a tio n  of no tice m ay  be reg is te red  on ly  w ith in  six (6)

2 m o n th s  before the  ex p ira tio n  of th e  effective p e rio d  of th e  notice.

3 SEC. 41. Term ination o f effectiveness o f a notice.

4 (a) The effectiveness of a no tice m ay  be te rm in a ted  by  reg is te rin g  a

5 te rm in a tio n  notice that:

6 1) iden tifies th e  initial no tice by  its reg is tra tio n  nu m b er; an d

7 2) iden tifies each  secu red  c red ito r w h o  au th o rizes  the  reg is tra tio n

8 of the  te rm in a tio n  notice.

9 (b) A te rm in a tio n  no tice te rm in a tes  effectiveness of the  no tice as to

10 each au th o riz in g  secu red  cred ito r.

11 SEC. R egistnf duties.

12 (a) For each reg is te red  notice, the  R egistry  shall:

13 1) assign  a u n iq u e  reg is tra tio n  n um ber;

14 2) crea te  a reco rd  th a t bears  the  n u m b e r a ss ig n ed  to  the  iiaitial

15 notice a n d  the d a te  an d  tim e of reg istra tion ; a n d

16 3) m a in ta in  the  reco rd  for pub lic  inspection .

17 (b) The R egistry  shall index  notices by the  iden tifica tion  n u m b e r of the

18 g ran to r an d , for notices co n ta in in g  a serial n u m b e r of a m o to r

19 vehicle, by  serial n um ber.
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1 (c) Tlie R egistry  shall p ro v id e  a copy  of th e  electronic reco rd  of the  

notice, inc lu d in g  th e  reg is tra tio n  n u m b e r a n d  the d a te  an d  tim e of 

reg is tra tio n  to  th e  p e rso n  w h o  su b m itted  it.

(d) T he R egistry  shall m a in ta in  the  capab ility  to  re trieve  a reco rd  by 

the  iden tifica tion  n u m b e r of the  g ran to r, a n d  by  serial n u m b e r of a 

m o to r vehicle.

(e) The R egistry  shall m a in ta in  reco rds  of lap sed  notices for a p erio d  

of ten  (10) years  a fte r the lapse.

(f) T he d u ties  of the R egistry  shall be m ere ly  a d m in is tra tiv e  in  na tu re . 

By reg is te rin g  a no tice o r re fu s in g  to  reg is te r a  notice, th e  R egistry  

does n o t d e te rm in e  th e  sufficiency, correctness, au th en tic ity , o r 

v a lid ity  of any  in fo rm ation  co n ta in ed  in  the  notice.

SEC. 43. Search o f R egistry  records an d  certified report.

(a) T he R egistry  shall co m m un ica te  th e  fo llow ing  in fo rm atio n  to  any  

p erso n  w h o  req u ests  it:

1) w h e th e r  th e re  are  in  th e  R egistry  any  u n la p se d  notices th a t 

ind ica te  the  g ra n to r 's  iden tifica tion  n u m b e r o r veliicle serial 

n u m b e r th a t exactly  m atches the  re lev an t crite rion  p ro v id ed  by 

the  searcher;

2) th e  reg is tra tio n  n u m b er, an d  the  d a te  an d  tim e of reg is tra tio n  of 

each notice; an d
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3) all of the  in fo rm atio n  co n ta in ed  in  each  notice.

(b) If req u ested , the R egistry  shall issue a certified  re p o rt of the  resu lts  

of a search  th a t is an  official reco rd  of the  R egistry  a n d  shall be 

adm issib le  in to  ev idence  in  jud ic ia l p ro ceed in g s w ith o u t extrinsic 

ev idence of its au then tic ity .

SEC. 44. D isclosure o f  inform ation.

(a) T he secu red  c red ito r m u s t p ro v id e  to  th e  g ran to r a t its request:

1) th e  cu rre n t a m o u n t of th e  u n p a id  secu red  obligation ; an d

2) a list of asse ts cu rren tly  subject to  a security  in terest.

(b) T he secu red  c red ito r m ay  req u ire  p ay m en t of a fee for each  req u es t 

m ad e  by  th e  g ra n to r  in  subsec tion  (a) in  th is Section, b u t th e  

g ran to r  is en titled  to a rep ly  w ith o u t ch arge  once every  six (6) 

m onths.

(c) A security  in te rest in a d ep o s it acco u n t shall not:

1) A ffect the  rig h ts  a n d  ob ligations of the  d ep o sit- tak in g  in s titu tio n  

w ith o u t its consent; o r

2) R equire  the  d ep o sit- tak in g  in s titu tio n  to  p ro v id e  an y  

in fo rm atio n  ab o u t the  d ep o s it accoun t to th ird  parties.

SEC. 45. Fees set bt/ regulation.

(a) T he fees for reg is te rin g  a no tice an d  for req u es tin g  a certified  

search  re p o rt shall be se t by  reg u la tio n  issued  by  th e  D ep artm en t
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1 of F inance for the  recovery  of reasonab le  costs of estab lish in g  an d  

o p era tin g  the  R egistry.

(b) T he fee s tru c tu re  o r any  ch an g e  thereo f u n d e r  subsection  (a) shall 

fu rth e r co n sid er th a t th e  sam e shall n o t be b u rd e n so m e  to  e ith er 

len d er o r g ran to r.

(c) T here shall be no  fee for electronic searches of th e  R egistry  reco rds 

o r for the  reg is tra tio n  of te rm in a tio n  notices.

(d) T he R egistry  m ay  charge  fees fo r services n o t m en tio n ed  above.

SEC. 46. When the g ra n to r m ay dem and am endm ent o r te rm ination  o f

notice. -  A g ran to r m ay g ive a w ritten  d em an d  to  the  secu red  c red ito r to 

am en d  o r te rm in a te  the  effectiveness of th e  no tice if:

(a) all the  ob ligations u n d e r  th e  security  ag ree m en t to  w h ich  the 

reg is tra tio n  re la tes have  been  p e rfo rm ed  an d  th e re  is no  

co m m itm en t to  m ake fu tu re  advances;

(b) the  secu red  c red ito r has  ag reed  to  re lease  p a r t  of the  co lla te ral 

described  in  the  notice;

(c) th e  co lla teral d escribed  in  th e  no tice in c ludes an  item  o r k in d  of 

p ro p e rty  th a t is n o t a co lla teral u n d e r  a security  ag reem en t 

be tw een  the  secu red  c red ito r an d  the  g ran to r;

(d) no  security  ag ree m en t exists be tw een  the  parties; o r

(e) the  security  in te res t is ex tin g u ish ed  in  accordance w ith  th is Act.
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1 SEC. 47. M atters  th a t  m ay be required by dem and. -  U p o n  rece ip t of

2 the  d em an d  su b m itted  u n d e r  Section 46, the  secu red  c red ito r m u s t reg ister,

3 w ith in  fifteen (15) w o rk in g  d ays, a n  a m e n d m e n t o r te rm in a tio n  notice:

(a) te rm in a tin g  th e  reg is tra tio n  in  a case w ith in  subsec tion  (a), (d) o r

(e) of Section 46;

(b) am en d in g  th e  reg is tra tio n  to  re lease  som e p ro p e rty  th a t is no  

lo n g e r co lla teral in  a case w ith in  subsec tion  (c) of Section 46 o r th a t 

w as nev er co lla teral u n d e r  a secu rity  ag reem en t be tw een  the 

secu red  c red ito r a n d  th e  g ra n to r  in  a case w ith in  subsec tion  (c) of 

Section 46.
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SEC. 48. Procedure fo r  non-com pliance w ith  dem and. -  If th e  secu red  

c red ito r fails to  com ply  w ith  the  d e m a n d  w ith in  fifteen  (15) w o rk in g  d ay s 

a fte r its receip t, the  p e rso n  g iv ing  th e  d em an d  u n d e r  Section 46 m ay  ask  the  

p ro p e r C o u rt to issue an  o rd e r  te rm in a tin g  o r am en d in g  the  notice as 

ap p ro p ria te .

SEC. 49. Com pulsory am endm ent o r te rm ination  by court order.

(a) The C o u rt m ay, on  app lica tio n  by th e  g ran to r, issue an  o rd e r  th a t 

the  notice be te rm in a ted  o r a m en d ed  in  accordance w ith  the 

d em an d , w h ich  o rd e r  shall be conclusive  a n d  b in d in g  o n  th e  L and 

R eg istra tion  A u th o rity , p ro v id ed , th a t th e  secu red  c red ito r  w h o  

d isag rees w ith  the  o rd e r  of the  C o u rt m ay  appea l the  o rder.
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1 (b) Tlie C o u rt m ay  m ake any  o th e r o rd e r  it d eem s p ro p e r  for the 

p u rp o se  of g iv ing  effect to  an  o rd e r  u n d e r  subsection  (a) of this 

Section.

(c) T he L and  R eg istra tion  A u th o rity  shall am en d  o r te rm in a te  a notice 

in  accordance w ith  a C o u rt o rd e r m ad e  u n d e r  subsection  (a) of th is 

Section as soon  as reasonab ly  p racticab le  afte r rece iv ing  th e  o rder.

SEC. 50. No fee fo r  com pliance o f dem and. -  A secu red  c red ito r shall 

n o t charge an y  fee for com pliance w ith  a d e m a n d  rece ived  u n d e r  Section 46.

SEC. 51. When reg istra tion  an d  search constitu tes interference w ith  

p rivacy  o f individual. -  A p e rso n  w h o  su b m itte d  a  no tice  fo r reg is tra tio n  or 

carried  o u t a search  of th e  R egistry  w ith  a frivo lous, m alic ious o r crim inal 

p u rp o se  o r in ten t shall be subject to  civil an d  crim inal penalties  acco rd ing  to 

the re lev an t laws.

C h a p te r  6 - E n fo rcem en t o f S ecu rity  In te re s t 

S ecu red  C re d ito r 's  R ig h ts

SEC. 52. Secured cred ito r rights upon defau lt by debtor.

(a) If the  d eb to r defau lts , th e  secu red  c red ito r m ay  enforce its rig h ts  

ag a in st th e  collateral.

(b) U p o n  defau lt, the  secu red  c red ito r shall have:

1) th e  r ig h t to  possession  of the  collateral;

2) th e  r ig h t to  d isp o se  of the  collateral;
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1 3) o th e r rig h ts  o r rem ed ies  p ro v id e d  in  th is Act; an d

4) o th e r rig h ts  o r rem ed ies  p ro v id e d  in  o th e r law s o r security  

ag reem en t, to the  ex ten t they  are  no t inconsisten t w ith  th is Act.

SEC. 53. R ight o f Redem ption.

(a) A ny p e rso n  w h o  is en titled  to  receive a  no tifica tion  of d isp o s itio n  

in accordance w ith  th is C h ap te r is en titled  to  red eem  th e  co llateral 

by  p ay in g  o r o th e rw ise  p e rfo rm in g  th e  secu red  ob liga tion  in  full, 

in c lu d in g  the  reasonab le  cost of enforcem ent.

(b) The r ig h t of re d em p tio n  m ay  be exercised , unless:

1) th e  p erso n  en titled  to  red eem  has  no t, a fte r th e  defau lt, w a iv ed  

in  w ritin g  the  r ig h t to  redeem ;

2) the  co lla teral is so ld  o r o th e rw ise  d isp o sed  of, acq u ired  o r 

collected  by  the  secu red  c red ito r o r un til th e  conclusion  of an  

ag cem en t by th e  secu red  c red ito r for th a t pu rp o se ; an d

3) the  secu red  c red ito r has re ta in ed  the  collateral.

SEC. 54. R ight o f  h igher-ranking secured c red ito r to take over 

enforcement.

(a) E ven if an o th e r  secu red  c red ito r o r a lien  h o ld e r  has  com m enced  

enforcem ent, a secu red  c red ito r w ho se  security  in te rest has p rio rity  

over th a t of the  en fo rcing  secu red  c red ito r o r lien  h o ld e r  shall be 

en titled  to  take over the  en fo rcem en t process.
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1 (b) The rig h t re ferred  to  in  subsection  (a) of th is  Section m ay  be 

inv o k ed  a t any  tim e before the co lla te ral is so ld  o r o th e rw ise  

d isp o sed  of, o r re ta in ed  by the  secu red  c red ito r o r u n til the  

conclusion  of a n  ag ree m en t by th e  secu red  c red ito r fo r th a t 

p u rpose .

(c) T he rig h t of the  h ig h e r-ran k in g  secu red  c red ito r to  take  o ver the 

en fo rcem en t p rocess shall inc lude  th e  rig h t to  enforce the  rig h ts  by 

any  m e th o d  availab le  to  a secu red  c red ito r u n d e r  Section 52.

SEC. 55. Expedited repossession o f the co llateral.

(a) T he secu red  c red ito r m ay  take  possession  of the co lla te ra l w ith o u t 

judicial p rocess if the  security  ag ree m en t so s tip u la te s , p ro v id ed  

th a t possession  can  be tak en  w ith o u t a b reach  of the  peace.

(b) If th e  co llateral is a fix ture, th e  secu red  cred ito r, if it has p rio rity  

o v er all o w n ers  an d  m ortgagees, m ay  rem ove the  fix tu re  from  the 

real p ro p e rty  to  w h ich  it is affixed w ith o u t jud ic ia l process. The 

secu red  c red ito r shall exercise d u e  care in  rem o v in g  the  fixture.

(c) If, u p o n  defau lt, the  secured  c red ito r can n o t take  possession  of 

co lla teral w ith o u t b reach  of th e  peace the  secu red  c red ito r m ay 

p roceed  as follow s:

1) T he secu red  c red ito r shall be en titled  to  a n  ex p ed ited  h earin g  

u p o n  ap p lica tio n  for an  o rd e r  g ra n tin g  the  secu red  cred ito r

36



2

3

4

5

6

7

8 

9

10

11

12

13

14

15

16 

17

1 possession  of th e  co llateral. Such  ap p lica tio n  shall inc lude  a 

s ta tem en t by the  secu red  cred ito r, u n d e r  oath , verify ing  the 

existence of the  secu rity  ag reem en t a ttach ed  to  th e  ap p lica tio n  

an d  iden tify in g  a t least one e v en t of d e fau lt by  th e  d eb to r u n d e r  

th e  security  ag reem en t.

2) The secured  c red ito r shall p ro v id e  the  deb to r, g ran to r, an d , if 

th e  co lla teral is a fix ture, any  real es ta te  m ortgagee , a copy  of the  

app lica tion , in c lu d in g  all su p p o rtin g  d o cu m en ts  an d  ev idence  

fo r the o rd e r  g ran tin g  the  secu red  c red ito r possession  of the 

collateral.

3) The secu red  c red ito r is en titled  to  an  o rd e r  g ran tin g  possession  

of the  co lla teral u p o n  the  co u rt fin d in g  th a t a d e fau lt has 

occurred  u n d e r  th e  security  ag reem en t an d  th a t th e  secu red  

c red ito r has a r ig h t to  take possession  of th e  co llateral. T he co u rt 

m ay d irec t the  g ran to r  to  take such  action  as th e  c o u rt deem s 

necessary  an d  a p p ro p ria te  so th a t the  secu red  c red ito r  m ay  take 

possession  of th e  collateral.

18

19
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Provided, th a t b reach  of the  peace shall inc lude  en te rin g  th e  p riv a te  

residence of the g ran to r  w ith o u t perm ission , re so rtin g  to  physical 

v io lence o r in tim id a tio n , o r be in g  accom pan ied  by a law
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1 en fo rcem en t officer w h e n  tak in g  po ssessio n  o r con fro n tin g  the

2 g ran to r.

3 SEC. 56. Recovery in special cases. -  U pon  defau lt, th e  secu red

4 c red ito r m ay  w ith o u t jud icial process:

5 (a) in s tru c t the  accoun t d eb to r to  m ake p a y m en t to  th e  secu red  

cred ito r, an d  ap p ly  such  p a y m en t to  the  sa tisfac tion  of the 

ob liga tion  secu red  by  th e  security  in te res t a fte r d e d u c tin g  the  

secu red  c red ito r 's  reasonab le  co llection  expenses. O n  req u es t of the 

accoun t d eb to r, th e  secu red  c red ito r shall p ro v id e  ev idence of its 

secu rity  in te rest to  the accoun t d e b to r  w h e n  it de liv ers  the  

in stru c tio n  to  the  accoun t deb to r.
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(b) in  a nego tiab le  d o cu m en t th a t is perfec ted  by  possession , p roceed  

as to  the  nego tiab le  d o cu m en t o r goo d s covered  by the  nego tiab le  

docum en t.

(c) in  a d ep o s it accoun t m a in ta in ed  by  th e  secu red  cred ito r, ap p ly  the 

balance of th e  d ep o s it accoun t to th e  ob ligation  secu red  b y  th e  

d ep o sit account; an d

(d) in  o th e r cases of secu rity  in te res t in  a d ep o s it accoun t p erfec ted  by 

con tro l, in s tru c t the  d ep o sit- tak in g  in s titu tio n  to  p ay  th e  balance of 

th e  d ep o s it accoun t to  th e  secu red  c re d ito r 's  account.
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(a) A fter defau lt, a secu red  c red ito r m ay  sell o r o th e rw ise  d isp o se  of 

th e  co llateral, pub lic ly  o r p riva te ly , in  its p re sen t co n d itio n  o r 

fo llow ing  any  com m ercially  reasonab le  p re p a ra tio n  o r processing .

(b) T he secu red  c red ito r m ay  b u y  th e  co lla te ral a t any  public  

d isposition , o r a t a p riv a te  d isp o s itio n  b u t on ly  if th e  co lla te ral is of 

a k in d  th a t is cu sto m arily  so ld  on  a recogn ized  m ark e t o r the  

subject of w idely  d is tr ib u ted  s ta n d a rd  p rice quo ta tions .

SEC. 58. Com m ercial reasonableness required.

(a) In d isp o s in g  of co lla teral, th e  secu red  c red ito r shall act in a 

com m ercially  reasonab le  m anner.

(b) A d isp o sitio n  is com m ercia lly  reaso n ab le  if th e  secu red  c red ito r 

d isp o ses  of th e  co llateral in  con fo rm ity  w ith  com m ercial practices 

am o n g  d ea le rs  in  th a t type  of p ro p erty .

(c) A d isp o sitio n  is no t com m ercially  u m e aso n a b le  m ere ly  because  a 

b e tte r  price cou ld  have been  o b ta in ed  by  d isp o s itio n  a t a d ifferen t 

tim e o r by  a d ifferen t m e th o d  from  the tim e an d  m e th o d  selected  

by  the  secu red  cred ito r.

(d) If a  m e th o d  of d isp o sitio n  of co lla te ral has been  a p p ro v e d  in  an y  

legal p roceed ing , it is conclusively  com m ercia lly  reasonab le.

SEC. 57. Right to dispose o f  collateral.
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(a) N ot la ter th an  ten  (10) d ay s  before d isp o sitio n  of the  colla teral, the 

secu red  c red ito r shall notify:

1) th e  g ran to r;

2) an y  o th e r secu red  c red ito r o r lien h o ld e r w ho , five (5) days 

before the  d a te  no tifica tion  is sen t to  the  g ran to r, h e ld  a security  

in te rest o r lien  in  th e  co lla te ral th a t w as  perfec ted  by 

reg istra tion ; an d

3) any  o th e r p erso n  from  w h o m  th e  secu red  c red ito r received  

no tifica tion  of a c laim  of a n  in te res t in  the  co lla te ral if the  

notification  w as rece ived  before the  secu red  c red ito r gave 

no tification  of the  p ro p o sed  d isp o sitio n  to  the g ran to r.

(b) The g ran to r  m ay  w aiv e  the  rig h t to  be notified .

(c) A no tifica tion  of d isp o sitio n  is su ffic ien t if it iden tifies the  g ran to r 

an d  the  secu red  cred ito r; describes th e  collateral; s ta tes  th e  m e th o d  

of in ten d ed  d isposition ; an d  sta tes  the tim e a n d  p lace of a pub lic  

d isp o sitio n  o r the  tim e a fte r w h ich  o th e r d isp o sitio n  is to  be m ade.

(d) The req u ire m en t to send  a no tification  u n d e r  th is Section shall n o t 

ap p ly  if th e  co lla te ral is p erishab le  o r th rea ten s  to  decline speed ily  

in  v a lu e  o r is of a ty p e  custo m arily  so ld  o n  a  recogn ized  m arket.

SEC. 59. Notification o f  disposition.
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(a) The p roceed s of d isp o s itio n  shall be ap p lied  in  th e  fo llow ing  o rder:

1) The reasonab le  expenses of tak ing , h o ld ing , p re p a rin g  for 

d isposition , an d  d isp o s in g  of th e  colla teral, in c lu d in g  reasonab le  

a tto rn ey s ' fees a n d  legal expenses in c u rre d  by  th e  secu red  

cred ito r;

2) T he satisfac tion  of th e  ob liga tion  secu red  by  th e  secu rity  in te res t 

of the  en fo rcing  secu red  cred ito r;

3) The sa tisfac tion  of ob ligations secu red  by any  su b o rd in a te  

security  in te res t o r lien in  the  co lla te ral if a  w ritte n  d e m a n d  an d  

p ro o f of th e  in te res t a re  rece ived  before d is tr ib u tio n  of the  

p roceeds is com pleted .

(b) The secu red  c red ito r shall accoun t to  the  g ra n to r  for any  su rp lu s , 

an d , un less  o th e rw ise  ag reed , th e  d eb to r is liable fo r an y  

deficiency.

SEC. 61. R ights o f  buyers and  o ther th ird  parties.

(a) If a secu red  c red ito r sells th e  co lla te ral u n d e r  th is C h ap te r, the  

b u y e r shall acqu ire  the  g ra n to r 's  r ig h t in  the  asse t free of th e  rig h ts  

of any  secu red  c red ito r o r lien ho lder.

SEC. 60. Application o f  proceeds.
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1 (b) If a secu red  c red ito r leases o r licenses the  co lla te ral u n d e r  this 

C h ap te r, th e  lessee o r licensee shall be en titled  to  the  benefit of the  

lease o r license d u rin g  its term .

(c) If a secu red  c red ito r sells, leases o r licenses the  co lla teral n o t in  

com pliance w ith  th is C h ap te r, th e  b u y er, lessee o r licensee of the 

co llateral shall acqu ire  the  rig h ts  o r benefits  described  in 

subsections (a) a n d  (b) of th is  Section; Provided, th a t it h ad  no 

k n o w led g e  of a v io la tio n  of th is C h ap te r th a t m a teria lly  p re jud iced  

th e  rig h ts  of the  g ran to r  o r an o th e r person .

SEC. 62. R etention o f co lla te ra l by secured creditor.

(a) A fter defau lt, the  secu red  c red ito r m ay  p ro p o se  to  the d eb to r an d  

g ran to r to  take  all o r p a r t  of th e  co lla teral in  to ta l o r partia l 

satisfaction  of the  secu red  ob ligation , an d  shall send  a p ro p o sa l to:

1) the  d eb to r an d  the  g ran to r;

2) any  o tlie r secu red  c red ito r o r lien  h o ld e r w ho , five (5) d ay s 

before the  p ro p o sa l is sen t to  th e  d e b to r  a n d  g ran to r, perfected  

its secu rity  in te rest or lien by  reg istra tion ;

3) any  o th e r p e rso n  w ith  an  in te res t in  the  co lla teral w h o  has  g iven  

a w ritten  no tifica tion  to  th e  secu red  c red ito r  before the  p ro p o sa l 

is sen t to the  d eb to r an d  g ran to r.

(b) The secured  c red ito r m ay  re ta in  th e  co lla te ral in  th e  case of:
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1) a p ro p o sa l for th e  acqu isition  of th e  co llateral in  full satisfac tion  

of the secu red  ob ligation , un less  th e  secu red  c red ito r receives an  

objection in  w ritin g  from  any  p e rso n  en titled  to  receive such  a 

p ro p o sa l w ith in  tw en ty  (20) d ay s a fte r the  p ro p o sa l is sen t to  

th a t person ; or

2) a p ro p o sa l for th e  acqu isition  of th e  co lla te ra l in  partia l 

satisfaction  of th e  secu red  ob ligation , on ly  if th e  secu red  c red ito r 

receives the affirm ative  consen t of each  ad d re ssee  of the

p ro p o sa l in  w ritin g  w itliin  tw en ty  (20) d ay s a fte r the  p ro p o sa l is 

sen t to  th a t person .

C h a p te r  7 -  C o n flic ts  o f  Law  p ro v is io n s  

SEC. 63. Laiv applicable to the m utua l rights and  obligations o f  the

13 g ra n to r and  the secured creditor. -  The law  app licab le  to  the  m u tu a l rig h ts

14 an d  ob ligations of the g ran to r  an d  the  secu red  c red ito r a ris ing  from  their

15 security  ag reem en t is the  law  chosen  by th em  an d , in  the  absence of a choice

16 of law  p ro v is io n  in  the security  ag reem en t, th e  law  g o v ern in g  the  security

17 agreem ent.

SEC. 64. Law  applicable  to  a  security  in terest in a  tangible asset.

(a) The law  app licab le  to  th e  crea tion , perfection , an d  p rio rity  of a 

security  in te rest in  a tang ib le  asse t shall be the  law  of the  S tate in  

w h ich  the asse t is located .
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(b) T he law  app licab le  to  the  p rio rity  of a security  in te res t in  a tang ib le  

asset covered  by a nego tiab le  d o cu m en t p erfec ted  by possession  of 

the  d o cu m en t as ag a in st a co m p etin g  c la im an t shall be the  law  of 

th e  S tate in  w h ich  the  d o cu m en t is located .

5 (c) T he law  app licab le  to  th e  crea tion , perfection  an d  p rio rity  of a

6 security  in terest in  a tang ib le  asset of a type  o rd in arily  u sed  in

7 m o re  th a n  one S tate  shall be the  law  of th e  S tate  in  w h ich  the

g ran to r is located .

SEC. 65. Lazv appilicable to a security  in terest in an intangible asset. -  

Except as o th e rw ise  p ro v id e d  in  th is  C h ap te r, th e  law  app licab le  to the  

creation , perfection  an d  p rio rity  of a security  in te rest in  an  in tang ib le  asset 

shall be the  law  of the  S tate in  w h ich  the  g ran to r  is located .

SEC. 66. Laiu applicable to a  security  in terest in a  receivable re la ting  

to  real property. -  N o tw ith s ta n d in g  Section 63, in  th e  case of a security  

in te rest in a receivab le  th a t arises from  the  sale o r lease of, o r is secu red  by, 

real p ro p erty , th e  law  app licab le  to  the  p rio rity  of th e  security  in te res t in  the 

receivable as ag a in st th e  r ig h t of a co m p e tin g  c la im an t th a t is reg is trab le  in 

the  real p ro p e rty  reg istry  in  w h ich  rig h ts  in  th e  re lev an t real m ay  be 

reg is te red  is the  law  of the  S tate  u n d e r  w ho se  au th o rity  the  real p ro p e rty  

reg is try  is m a in ta ined .
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(a) A tang ib le  asset shall be the  law  of th e  S tate  in  w h ich  th e  asse t is 

located  a t the  tim e of com m en cem en t of en fo rcem en t an d

(b) A n in tang ib le  asse t shall be the law  app licab le  to  th e  p rio rity  of the  

security  in terest.

SEC. 68. Law  applicab le  to  a  security  in terest in proceeds o f  the 

collateral.

(a) T he law  app licab le  to the crea tion  of a security  in te res t in  p roceeds 

shall be th e  law  ap p licab le  to  the  crea tio n  of th e  security  in te res t in  

the  o rig inal co lla te ral fro m  w h ich  th e  p roceeds arose.

(b) T he law  app licab le  to  th e  th ird -p a rty  effectiveness a n d  p rio rity  of a 

security  in te res t in  p roceed s shall be  th e  law  app licab le  to  the  

th ird -p a rty  effectiveness an d  p rio rity  of a secu rity  in te res t in  an  

o rig inal co lla teral of the sam e k in d  as th e  p roceeds.

SEC. 69. M eaning o f location  o f the g ran to r. -  For th e  p u rp o ses  of this 

C h ap te r, th e  g ran to r shall be located:

(a) In th e  S tate in w liich  it h as  its p lace of business;
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1 (b) If th e  g ran to r  has a p lace of busin ess  in m ore  th a n  one S tate, in  the  

S tate  in  w h ich  the  cen tra l a d m in is tra tio n  of th e  g ran to r  is exercised; 

and

(c) If th e  g ran to r  does n o t have  a p lace of business, in  th e  S tate in 

w h ich  the  g ra n to r  has liis o r h e r h ab itu a l residence.

SEC. 70. R elevant tim e fo r  detcrm iniitg location.

(a) Except as p ro v id e d  in subsec tion  (b) of th is  Section, references to  

the  location  of the  co lla te ral o r of th e  g ran to r  in  th is C h ap te r shall 

refer:

1) For crea tion  issues, to  the  location  a t th e  tim e of th e  p u ta tiv e  

crea tion  of the  security  in terest; an d

2) For th ird -p a rty  effectiveness an d  p rio rity  issues, to  th e  location  

a t the  tim e the  issue arises.

(b) If the rig h t of a secu red  c red ito r in  an  en cu m b ered  asse t is crea ted  

an d  perfected  a n d  the  rig h ts  of all co m p etin g  c la im an ts  are  

es tab lished  before a ch an g e  in  th e  location  of the  a sse t o r the  

g ran to r, references in  th is C h ap te r  to th e  location  of th e  asse t o r  of 

the  g ran to r  shall refer, w ith  re sp ec t to  perfection  an d  p rio rity  

issues, to  the location  p r io r  to  the  change.
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1 SEC. 71. Im pact o f  com mencement o f  iusoh>ency proceedings on the 

law  applicable to a security  interest. -  T he co m m encem en t of inso lvency  

p roceed ings in resp ect of th e  g ran to r  does n o t d isp lace  th e  law  app licab le  to  a 

security  in te rest u n d e r  th is C hap ter.

SEC. 72. Lore applicable to scenrity  in terests in deposit accounts.

(a) The law  app licab le  to  th e  crea tion , perfection , p rio rity  an d  

en fo rcem en t of a security  in te rest in  a d ep o s it account, as w ell as to 

th e  rig h ts  an d  ob ligations b e tw een  th e  d ep o sit- tak in g  in s titu tio n  

an d  the  secu red  cred ito r, shall be th e  law  of the  S tate expressly  

s ta ted  in  th e  accoun t ag reem en t as th e  S tate w h o se  law  go v ern s  the 

accoun t ag i'eem en t or, if the  accoun t ag reem en t expressly  p ro v id es  

th a t the  law  of a n o th e r  S tate  is app licab le  to  all such  issues, the  law  

of th a t o th e r State.

(b) The law  of the  S tate d e te rm in e d  p u rsu a n t to  subsec tion  (a) of th is 

Section shall ap p ly  on ly  if th e  d ep o sit- tak in g  in s titu tio n  has, a t the  

tim e of the conclusion  of th e  accoun t ag reem en t, a n  office in  th a t 

S tate th a t is en g ag ed  in  the  reg u la r activ ity  of m a in ta in in g  d ep o s it 

accounts.
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1

(a) W liile a security  certificate  is located  in  a S tate, th e  law  of th a t S tate 

go v ern s  perfection  an d  the  p rio rity  of a security  in te res t in  the 

security  certificate.

(b) The law  of the  S tate  u n d e r  w h ich  th e  issu er is o rg an ized  g o verns 

perfec tion  a n d  th e  p rio rity  of a security  in te res t in  an  uncertifica ted  

security .

(c) T he law  ap p licab le  to  th e  crea tion , perfection , p rio rity  a n d  

en fo rcem en t of a secu rity  in te res t in  in v estm en t p ro p e rty  he ld  w ith  

an  in te rm ed ia ry  is th e  law  of the  S tate  expressly  s ta ted  in  the  

accoun t ag ree m en t as th e  S tate  w h o se  law  g o v ern s  th e  accoun t 

ag reem en t or, if th e  accoun t ag ree m en t expressly  p ro v id es  th a t the  

law  of an o th e r S tate is app licab le  to  all such  issues, the  law  of th a t 

o th e r State.

(d) The law  of th e  S tate d e te rm in e d  p u rsu a n t to  subsec tion  (c) of th is 

Section ap p lies  on ly  if the  in te rm ed ia ry  has, a t the  tim e of the 

conclusion  of the  accoun t ag reem en t, a n  office in  th a t S tate th a t is 

eng ag ed  in  the  reg u la r  ac tiv ity  of m a in ta in in g  securities  an d  

com m o d ity  accounts.

(e) The law  of th e  S tate in  w h ich  the  g ra n to r  is located  shall g o vern  

perfection  of a  secu rity  in te res t in  in v estm en t p ro p e rty  by filing

SEC. 73. L aw  applicable to security interests in investment property.

48



2

1 and automatic perfection of a security interest in investment

property created by an intermediary.

3

4

5

6

7

8 

9

10

11

12

13

14

15

16

17

18

19

20 

21

C h a p te r  8 -  T ra n s it io n a l P ro v is io n s

SEC. 74. In te rp re ta tio n  o f T ransitiona l P rovisions. -  For tliis C hap ter, 

un less  the  con tex t o therw ise  requires;

(a) Existing secured creditor -  m eans a secu red  c red ito r w ith  a p rio r 

secu rity  in terest;

(b) Prior Inxv -  m eans any  law  th a t ex isted  o r in  force before the  

effectivity  of th is Act;

(c) Prior interest -  m eans a security  in te rest c rea ted  o r p ro v id e d  for by 

an  ag reem en t o r o th e r tran sac tio n  tha  w as m ad e  o r en te red  in to  

beofre the  effectiv ity  of th is A ct a n d  th a t h ad  n o t been  te rm in a ted  

before the  effectiv ity  of th is Act, b u t excludes a security  in terest th a t 

is ren ew ed  o r ex ten d ed  by  a secu rity  ag reem en t o r o th e r tran sac tio n  

m a d e  o r en te red  in to  on  o r a fte r th e  effectiv ity  of th is Act; an d

(d) Transitional period -  m eans the p e rio d  fro m  th e  d a te  of effectiv ity  of 

th is A ct un til the  d a te  w h en  the  R egistry  has  b een  es tab lished  a n d  

operational.

SEC. 75. C reation o f p rio r interest.

(a) C rea tion  of p rio r  in te rest shall be d e te rm in e d  by p rio r  law .

(b) A p rio r  in terest rem ain s  effective b e tw ee n  tlae p a rties
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1 n o tw ith s tan d in g  its c rea tio n  d id  n o t com ply  w ith  th e  c rea tion  

reejuirem ents of th is  Act.

SEC. 76. Perfection o f p rio r in te re s t -

(a) A p rio r in te rest th a t w as perfected  u n d e r  p rio r law  co n tinues  to be 

perfected  u n d e r  th is A ct u n til the  earlie r of:

1) the  tim e the  p rio r  in te res t w o u ld  cease to  be  perfec ted  u n d e r  

p rio r  law ; an d

2) th e  exp ira tio n  of th e  transitional period .

(b) If the  perfection  req u ire m en ts  of th is A ct a re  satisfied  before the  

perfection  of a p rio r  in te res t ceases in  accordance w ith  subsection  

(a) of th is Section, the p rio r  in terest co n tinues  to  be perfected  u n d e r  

th is A ct from  the  tim e w h e n  it w as p erfec ted  u n d e r  the  p rio r  law .

(c) If th e  perfection  req u ire m en ts  of th is  A ct a re  n o t sa tisfied  before the  

perfection  of a p rio r  in te res t ceases in  accordance w ith  subsection  

(a) of th is Section, the p rio r  in te rest is perfec ted  on ly  from  the  tim e 

it is perfected  u n d e r  th is Act.

(d) A w ritten  ag reem en t be tw een  a g ra n to r  an d  a secu red  c red ito r 

crea ting  a p rio r  in te rest is suffic ien t to  co n stitu te  au th o riza tio n  by 

tlie g ran to r  of th e  reg is tra tio n  of a no tice covering  asse ts  described  

in  th a t ag reem en t u n d e r  th is Act.
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1 (e) If a p rio r  in terest re fe rred  to  in  subsec tion  (b) of th is  Section w as  

perfec ted  by the  reg is tra tio n  of a no tice u n d e r  p rio r  law , the  tim e of 

reg is tra tio n  u n d e r  the  p rio r law  shall be the  tim e to  be u sed  for 

p u rp o ses  of a p p ly in g  th e  p rio rity  ru les  of tliis Act.

SEC. 77. P rio rity  o f  p rio r interest.

(a) T he p rio rity  of a p rio r  in te rest as ag a in st the  rig h ts  of a co m peting  

c la im an t is d e te rm in e d  by the  p rio r  law  if;

1) T he security  in te res t a n d  the  rig h ts  of all co m p etin g  c la im an t 

a ro se  before th e  effectiv ity  of th is Act; an d

2) T he p rio rity  s ta tu s  of these  rig h ts  has  n o t ch an g ed  since the 

effectiv ity  of th is Act.

(b) For p u rp o ses  of subsec tion  (a) (2) of th is  Section, th e  p rio rity  s ta tu s  

of a p rio r in terest has ch an g ed  only  if:

1) It w as perfec ted  w h e n  tliis A ct took  effect, b u t ceased  to  be 

perfected ; o r

2) It w as n o t perfected  u n d e r  p rio r  law  w h e n  th is  A ct took  effect, 

a n d  w as only  perfec ted  u n d e r  th is Act.

SEC. 78. Enforcem ent o f p rio r interest.

(a) If any  s tep  o r ac tion  has been  taken  to enforce a p rio r  in te rest before 

th e  effectiv ity  of th is  Act, en fo rcem en t m ay  co n tin u e  u n d e r  p rio r 

law  o r m ay p roceed  u n d e r  tliis Act.
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1 (b) Subject to  subsec tion  (a) of th is  Section, p r io r  law  shall ap p ly  to  a

2 m a tte r  th a t is th e  subject of p roceed in g s befo re  a co u rt before the

3 effectivity  of th is Act.

4 C h ap te r  9 -  C o n g re ss io n a l O v e rs ig h t a n d  M isce llan eo u s  P ro v is io n s

5 SEC. 79. C ongressional oversight and  periodic review. -  A

6 C ongressional O v ersig h t C om m ittee  shall be c rea ted  th a t w ill co n d u c t a

7 period ic  rev iew  every  five (5) years  co m m en cin g  from  effectiv ity  of th is Act.

8 The C ongressional O v ers ig h t C om m ittee  shall be co m p o sed  of the

9 C h a irp e rso n  of the  Senate C om m ittee  o n  Banks, F inancial In stitu tio n s  an d

10 C urrencies, th e  C h a irp e rso n  of the  H o u se  of R ep resen ta tives C om m ittee  on

11 Banks an d  O th e r Financial In term ed ia ries , an d  rep resen ta tiv e s  of o th e r

12 re lev an t congressional com m ittees.

13 SEC. 80. In terpreta tion . -  If th e re  is conflict be tw een  a p ro v is io n  of this

14 A ct an d  a p rov ision  of any  o th e r law , this Act shall g o v ern  un less  the o th e r

15 law  specifically  cites o r am en d s  the  conflic ting  p ro v is io n  of th is law .

16 SEC. 81. Im plem enting rules and  regulations. -  W itliin  six (6) m o n th s

17 from  the passage  of th is Act, the  D ep artm en t of F inance in  co o rd in a tio n  w ith

18 the  D ep artm en t of Justice th ro u g h  the  L and R eg istra tion  A u th o rity  (LRA)

19 shall p ro m u lg a te  th e  necessary  ru les  an d  reg u la tio n s  for the  effective

20 im p lem en ta tio n  of th is Act.
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1 SEC. 82. Rules on enforcem ent procedure. -  Subject to  Section 55, the

2 ex p ed ited  h e a r in g / p roceed ings shall be co n d u c ted  in  a sunam ary  m a n n er

3 consisten t w ith  th e  d ec lared  policies of th is  A ct a n d  in  accordance w ith  the

4 ru les  of p ro ced u re  th a t the  S u p rem e C o u rt m ay  p ro m u lg a te .

5 SEC. 83. Sourcing o f Funds. -  T he fu n d s  n eed e d  fo r the

6 im p lem en ta tio n  of th is A ct shall be tak en  from  the  Special A ccount aris ing

7 from  rev en u es collected  by th e  L and  R eg istra tion  A u th o rity  u n d e r  Section 111

8 of P residen tia l D ecree 1529, w ith o u t need  for any  fu rth e r  g o v ern m e n t

9 app ro v a l.

10 SEC. 84. Separabilit]/ clause. -  S h o u ld  an y  p ro v is io n  h e re in  be

11 dec lared  unco n stitu tio n a l, the  sam e shall n o t affect the  v a lid ity  of th e  o th e r

12 p rov is ions  of th is Act.

13

14

15

16

17

18

19

20

SEC. 85. Repeal o f conflicting laios. -  This A ct rep ea ls  th e  fo llow ing:

(a) Sections 1 to  16 of A ct N o. 1508, o th e rw ise  k n o w n  as the  C hatte l 

M ortgage Law;

(b) A rticles 1484-1486, 2085-2123, 2127, 2140-2141, 2241, 2243, an d  

2246-2247 of R epublic A ct N o. 386, o th e rw ise  k n o w n  as the C ivil 

C o d e  of th e  Ph ilipp ines;

(c) Section 13 of R epublic A ct N o. 5980, as am e n d e d  by  R epublic A ct 

N o. 8556, o th e rw ise  k n o w n  as F inancing  C o m p an y  A ct of 1998 ;
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1 (d) Section 10 an d  Sections 114-116 of P resid en tia l D ecree No. 1529,

2 o th e rw ise  k n o w n  as P ro p erty  R eg istra tion  D ecree; an d

3 (e) Section 5(e) of R epublic A ct N o. 4136, o th e rw ise  k n o w n  as L and

4 T ran sp o rta tio n  a n d  Traffic C ode.

5 SEC. 86. Effectivity. -  This A ct shall take  effect fifteen  (15) d ay s afte r

6 pub lica tion  in a t least tw o  (2) n ew sp ap e rs  of genera l c ircu lation .

7 SEC. 87. Im plem entation. -  N o tw ith s ta n d in g  the  e n try  in to  force of

8 th is A ct u n d e r  Section 86, the  im p lem en ta tio n  of th e  A ct shall be co n d itio n ed

9 u p o n  the  R egistry  being  es tab lished  an d  o p era tio n a l u n d e r  Section 33.

Approved,
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