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TIIE MOVABLE PROPERTY SECT RITY RIGTITS EILL,20I6
ARRANGEMENT OT CLAUS$

PART I-PRELIMINARY
Clause

l-Short title and Commencernent.

2-Interpretation.

3-Objects.

4- Scope of application.

s-Party autonomy and standad of conduct.

PART tr-CREATION OT A SECT'RITY RIGIIT
6-Creation by execution of a security agreement.

7-Obligations that may be securpd and assets that may be
encumbered.

8 -Description of collateral.

g-Right to proceeds.

l0-Tangible assets commingled in a mass or product.

ll-Contracnrd limitations on the creation of a security rigltt.

l2-Personal or propefiy rights sccuring or supporting payment or
other performance.

l3-Tangible assets coverpd by negotiable documents.

l4-Tangible assets with respect to which inrcllectual prcpcrty is
used.

PART M-THIRD.PARTY ETTECTTYENESS OF A SDct'nITY
RIGIIT

l5-Methods for achieving third-party effectiveness.

16- Proceeds.

l7-Transfer of a security right.

l8-Negotiable documents and tangible assets covemd by negotiable
documents.
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PAR,T TV- REGISTRATION OF NOTICES RELATING TO
SECT'RITYRIGIITS

lg-Establishment of the Registry.

20- Integdty of information in the Registry.

21- Removal of information from the Registry and Archival.

22- Limitation of liability of the Registrar.

23- Registry fees.

24- Crrantor's authorization for regisfiation.

25- One notice suffrcient for security rights under multiple security
agrcements.

26- hocdure forregistration of notice etc.

27- Information required in an initial notice.

28- Language of information in anotice.

29- Tfune of effecdveness of the registration of a notice.

30- Period of effectiveness of the registr4tion of a notice.

3l - Obligation to send a copy of a registered notice.

32- Right to rregister an arnendment or cancellation notice.

33-Compulsory registration of an amendment or cancellation
notice.

34-Search criteria and results.

35-Errors in required information by the registrant entered in a
notice.

36-Post-registration change of grantor identifier.

37-Post-registration transfer of the collateral.

PART V-PRIORITIES
38-Competing security rights created by the sarne grantor.

39-Competing security rights created by different grantors.

4o-Inelevance of knowledge of the existence of a security right.

41-Future advances and future collateral.

42-Priority of a security right in proceeds.

43-Ptiority of security rights in tangible assets commingled in a
nuss orprcduct.
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69 -Right of redemption.

7}-Right of the higher-ranking
enforcement.

7s-Acquisition of collateral in total
secured obligatioii.

76-Rights acquired in collateral.

secured, creditor.. to take over

or partial satisfaction of the
-rt,

. 
..1

7l-Right of the secured qeditor to possession of the collateral.

72-Right of the secured creditor to dispose of the collatpral.

73 -Notice of disposition.

74-Right of the secured creditor to distribute the proceeds of a
disposition of the collateral. 

,

77 -Collection of payment under a receivable, negotiable instrument,
right to payment of funds credited to a deposit account or
securiry.

78-Collection of payment under a receivable by-'an outright
transferee.

: i ,.. PARTYTtr,-APPLICABLELAW.,,
79-I-aw applicable to the mutual rights and obligations.

80- Law applicable to asecurity right in a tangible asset.

81-Law applicable to a security right in an intangible asset.

82-l-aw applicabie to the enforcement of a security right.

83-Law applicable to a security right in proceeds of the collateral.

84-Meaning of location of the grantor.

85-Relevant time forrdetermining location. i 
"

86:Law applicable to the relationship of thira parties and sectred
crreditors. . . :- .: '

87-Continuity in ilrird-party effectiveness upon a change of the
applicable law to this Act.

i :, ; ,:i , P.4RT U(-GENERAL PROI{Sr0NS :

88-Cabinet Secretary to make regulations for purposes of this Act.

89-Transitional applicatipn of thiq Act.

90-Inapplicability of this Act to actions cornmenced before its entry
into force.
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9I -Creation of a prior security right.

g2-Third-party effectiveness of a prior security right.

93-Priority of a prior security right.

g4-Consequential arnendments and repeal.

SCHEDULE
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TIIE MT}YABI,E PROPERTY SECTIRTTY nIGIITS
BItt,tr0t6
A Bill for

AI{ ACT of Parlianrent to facilitate thc nse of
movahle property as collateral for crcdit
facilitles, to estahtish the offlce of the Registrar
of security rights and to provide for the
registrafion of security right$ in morabte
propeffiy and for related purposcs

BNACTED by the Parliament of Kenya, Bs follows-
PART I-PRELIhf,INARY

l. (1) This Act may be cited as the Movable
Property Security Rights Act, 2016.

(2') This Act shall corne into force on such date as the
Cabinet Secretary rney, by notice in the Gazette, appoint.

2. In this Act, unless the eontext otherwise
requires-

"acquisition security right" means a security right in a
tangible asset or intellectual properfy, which secures the
obligation to pay any unpaid portion of the purchase price
of the asset or other credit extended to enable the grantor
to acquire it to the extent the credit is used for that
purpose;

"attachment to irnmovable property" ilreans a tangible
asset that, despite the fact that it is physically affixed to
irnmovable property, it is treated as movable property;

"Board" means the Board of Directors established
under section 5 of the Business Registration Service Act,
2015;

"Cabinet Secretary" means the Cabinet Secretary
responsible for the registration of security rights;

"collateral" fireans-
(a) a movable asset

right; or
(b) a receivable that

fransfer;

Slprt title and
Comrnenceltrefit.

Interprctation.

No. 15 of 2015.

that is subject to a security No' tE of 2ol5'

is the subject of an outright

"commingled assets" means funds credimd to a
deposit account or money mixed with other rnoney $o that
they ceased to be identifiable;
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"corlrningled goods" means goods that are physically
united with other goods in such a manner that their identity
is lost in a pnrduct or mass;

*competing claimant" means a creditor of a grantor or
other person with rights in the collateral ttrat may be in
cffinpetition with the rights of a secured creditor in the
safirc collateral, including -*

(a) another $Gcured creditor of the grantor that has a
security right in the snnle collateral;

(b) another creditor of the grantor that has a right in
the same collateral;

(c) the insolvency representative in insolvency
proceedings under the Insolvency Act, 2015; in
rEspcct of the grantor; or

(d) a buyer or othsr transferee, lessee or licensee of
the collateral;

"consumer goods" mean$ goods primarily used or
intended to be used by the grantor for personal, family or
household purposes; 

:

"credit purchase transaction" means a hire-purchase
agreernent, aconditional sale agreement, a chattet leasing
agreement or a retention of title agltcment;

"credit sale agrecruent" means an agrcement for the
sale of goods under which payment of the uvhole or a part
of the purchase price is deferred and a security interest in
the goods is crcated or provided for in order to secur€ the
paymcnt of the whole or a part of the purchase price;

"debtor" Lneans a person that owes payment or other
perfonnance of a secured obligatior, whether or not ttrat
person is the grf,ntor of the security right securing payment
or other perforrnance of that obligation, including a
secondary obligor such as B guarantor of a secured
obligation;

"debtor of the receivable" mesns a penion that owes
payment of a rcceivable, including a guarantor or other
person secondarily liable for payment of the receivable;

"deposit account" means an account maintained by an
institution licensed under the Banking Act or other written
law;

No. 18 of 2001.

Cnp.488.
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"electronic securities" nrcans
represented hy a certificate;

securities not

"equipment" means a tangible asset other than
inventory or consuilrer goods that is primarily used or
intended to be used by the grantor in the operation of its
business;

"financial lease" means a lease under which at the
end-

(a) the lessee automatically becomes the owner of
the asset that is the object of the lease;

(b) the lessee may acquire ownership of the asset by
paying no more than a nominal price; or

(c) the asset has no more than a, norninal residual
value.

"future asset" means a movable asset, which does not
exist or which the grantor does not have rights in or the
power to encumber at the time the security agreement is
concluded;

'ograntor" nreans

(a) a person that creates a security right to secure
either its own obligation or that of another
person;

(b) a buyer or other transferee, lessee, or licensee of
the collateral that acquires its rights subject to a
security right; and

(c) a transferor in an outright transfer of a

No. 12 of 2001.

No. 3 of 2001.

Cap.506.

receivable;
*intangible asset" includes receivables, choses in cap.4el.

action, deposit accounts, electronic securities and
intellectual property rights;

"intellectual property" means -
(a) copyright as defined in section 2(l) of the

Copyright Act,2001;

(b) industrial property rights as defined in section
2(l) of the Industrial Property Act,200l;

(c) trade mark as defined in section 2(U of the
Trade Marks Act; and

Cap.27.



871 The Movable Property Security Rights Bill,2016

"inventory" means tangible assets held by the grantor
for sale or lease in the ordinary course of the grantor's
business, including raw and semi-processed materials;

"money" means bank.notes antl coins issued by the
Central Bank of Kenya,or notes and coins authorized as
legal tender by another country;

"movable asset" means any tangible or in-tangible i'
asset;

"negotiable document" msalrs a document, such as a
warchouse recelpt or bill of lading, that embodies a right

for negotiability;

"negotiable insEument" p€ans a.bill. of exchange 
?

cheque and promissory ndrte ns'defined in the'rBills' of I

Exchange Act;

"non-consensual creditor' means a creditor that has
obtained a right in the collateral by operation of ariy law,
including under an execution piocess or as a result of
owed taxes and similar fees;

"notice" means communication in the plescribed
rnanner to the Registrar of information in an initial hotice,
an amendment notice or a cancellation notice;

"notification of a sectrity right in a receivable
means a communication by lhe gfantor or the secured
creditor under section 60 informing the debtor of the
rcceivable that a security right has been created in the
receivable;

"oufiight fiansfer of a receivable" means the ftansfer '

by agreement from one person' to another person of
ownership to transferor's contractual rigtrt to paynrBgt of a
monetary sum from a third person;

"possession" means the actual possession of a
tangible asset by a person or its representative, or by an
independent person that acknowledges holding it fOr that i

person;

"pr",oceeds" rneans whatever is received in respect of cap.485A.
the collateral, including what-is received as a-result of sale 

]
the collateral, including what-is received as a-result of sale 

]

or other disposition or oollection, lease or licence of the 
I
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between a grantor and a secured creditor that
provides for the creation of a security right; and

(b) an agreement that provides for the outright
transfer of a receivable;

"security right" means -
(a) a property right in a movable asset that is

created by an agreement to secure payment or
other perfonrrance of an obligation, regardless of
whether the parties have denominated it as a
security right, and regardless of the type of
asset, the status of the grantor or secured
creditor, or the nature of the secured obligation;
and

(b) the right of the transferee in an outright transfer
of a receivable;

"serial numbet'' means the serial number located on
the chassis or body frame of a motor vehicle or trailer;

"serial-numbered collateral" means a motor vehicle
or a trailer as defined in section 2 of the Traffic Act;

"tangible asset" means all t,?es of goods and
includes motor vehicles, cffips, machinerios, livestock;

"mrst indenture" means any deed or document,
however designated, by the terms of which a person issues
or guarantees, or provides for the issue or guarantee of
debt obligations secured by a security right and in which a
person is appointed as trrrstee for the holder of the debt
obligations issued, guaranteed or provided for under it;

"trust receipt 6' includes an acknowledgment of the
grantor in writing to deal with the collateral for the benefit
of the secured creditor; and

"working day" means any day from Monday to
Friday, but does not include a public holiday.

3. The objects of this Act are to-
(a) promote consistency and certainty in secured

financing relating to movable assets;

(b) enhance the ability of individuals and entities to
access credit using movable assets; and

Objects.
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(c) to establish the office of the Registrar and a
Registry to facilitate the registration of security rights in
movable assets.

4. (1) This Act applies to secuity rights in
movable assets, including

(a) every transaction that secures payment or

ffiffifl$HfiTfff ir#"ffi'iffi';:

o) 
x'$:H,Ht1$: 3,11!1Tfl,fl'#Tff3ll',-H :

ffi'ffiffffiv#f#ffi,tffi
payment or performance of an obligation; and

(c) with the exception of Part V[, an outright
transfer of a receivable.

(2) Desprte subsection (l), this Act does not apply
to-

(a) a security right in book-entry securities under
the Cenral Depositories Act,2000;

O) the creation, lease or transfer of an interest in No.4orzx,.
land, cxcluding a right to payment ttrat arises in
connection with an interest in or a lease of land;

(c) a security right in a vessel including a mortgage
right subjcct to the Merchant Shipping Act,
?.0o9;

(d) a security right in an aircraft subirct to the Civil No'4orzxD'

Aviation Act,2013; and

(e) except as otherwise provided in this Act, a lien, No.2l orrl3.
charge or other interest created by law.

(3) This Act does not apply to security rights in
proceeds of collateral if the proceeds constiturc a rype of
asset that is governed by another law.

(4) Nothing in this Act affects the rights and
obligations of the grantor and the secured creditor under
the Consnmer hotection Act, ?112.

(5) Nothing in this Act overrides a provision of any No.46ora)12.

otlrcr law that limits the creation or enforcement of a

Scope of
application.
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security right in, or the transferability of, specific types of
asset, with the exception of a provision that limits the
creation or enforcement of a security right in, or the
ffansferability of an asset on the sole ground that it is a
future asset, or a part of, or undivided interest in, an asset.

5. (1) Except for sections 5(2),6,8, 56,57 and 80
to 87, the provisions of this Act may be derogated from or
varied by agreement, provided that the agreement does not
affect the rights or obligations of any person that is not a
party to the agreement.

(2) A person shall exercise the rights and perform the
obligations under this Act diligently and in good faith.

PART II-CREATION OF A SECtruTY RIGIIT
6. (l) A security right is created by a security

agreement, provided that the grantor has rights in the asset
to be encumbered or the power to encumber it.

(2) A security agreement may provide for the
creation of a security right in a future asset, but the
securiry right in that asset is created only at the time when
the grantor acquires rights in it or the power to encumber
it.

(3) A security agreement shall-
(a) be in writing and signed by the grantor;

(b) identify the secured creditor and the grantor;

(c) except in the case of an agreement that provides
for the outright transfer of a receivable, describe
the secured obligation; and

(d) describe the collateral as provided in section 8.

(4) A security agreement entered into in accordance
with this section is enforceable and creates a security
right, irrespective of the satisfaction of the requirements
that may be imposed by any other written law.

7. (1) A security right may secure one or more
obligations of any type, present or funrre, determined or
determinable, conditional or unconditional, fixed or
fluctuating.

(2) A security right may encumber-
(a) any type of movable asset, whether tangible or

intangible;

Party autonomy
and standard of
conduct.

Creation by
execution of a
security
agreement.

Obligations that
may be secured
and assets that
may be
encumbered.
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(b) parts of assets and undivided rights in movable
assets;

(c) generic categories of movable assets; and

(d) all of a grantor's movable assets.

E. (1) The assets encumbered or to be encumbered
shall be described in the security agreement in a manner
that reasonably allows their identification.

(2) A description that indicates that the collateral
consists of all of the grantor's movable assets, or of all of
the grantor's movable assets within a generic category,
satisfies the standard of subsection (1).

(3) A description reasonably identifies the collateral
if it identifies the collateral by-

(a) specific listing;

(b) category;

(c) a type of collateral defined in this Act; or

(d) quantity.

(4) The obligations secured or to
described in the security agreement
reasonably allows their identification.

(5) A generic description of the
satisfies the standard of subsection (4).

Description of
collateral.

be secured shall be
in a manner that

secured obligations

9. (1) A security right in an asset extends to
identifiable proceeds .

(2) Where proceeds in the form of funds credited to a
deposit account or money become commingled assets-

(a) the security right extends to the commingled
assets;

(b) the security right in the commingled assets is
limited to the amount of the proceeds
immediately before they became commingled
assets; and

(c) if at any time after the coilrmingling, the balance
credited to the deposit account or amount of
money is less than the amount of the proceeds
immediately before they became commingled
assets, the obligation secured by the security

itS Right to
proceeds.
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right that is enforceable against the commingled
assets is limited to the lowest amount between
the time when the proceeds were commingled
and the time the security right in the proceeds is

10. fT**ry risht in cotlateral exrends to
commingled goods.

11. (1) A security right in a receivable is effective
as between the grantor and the sectred creditor and as

against the debtor of the receivable despite an agreement
limiting the grantor's right to create a security right
entered into between the grantor and the debtor of the
receivable or any subsequent secured creditor.

(2) Nothing in subsection (1) affects any obligation
or liability of the grantor for breach of the agreement
referred to in that subsection, but the other party to the
agreement may not-

(a) avoid the contract giving rise to the
or the security agreement on the sole
the breach of that agreement; or

O) raise against the secured creditor any
party may have against the grantor as
that breach.

(3) A person who is not a party to the agreement
referred to in subsection (1) cannot be held liable for any
damages resulting from the grantor's breach of the
agreement on the sole ground that it had knowledge of the
agreement.

(4) This section applies only to receivables arising
from-

(a) a contract for the supply or lease of goods or
services other than financial services under the
Banking Act, the Building Societies Act,
Microfinance Act, 2W6 or the Sacco Societies
Act,2008;

(b) a construction conffact;

(c) a contract for the sale or lease of immovable

(d) :*.T#;tfor the sale, lease or ticence of
intellectual property or of proprietary
information.

receivable
ground of

claim the
a result of

Tangible assets

commingled in a
mass or product.

Contracnral
limitations on
the creation of a

security right.

Cap.488.
Cap.489.
No. 19 of 2fi)6.
No. 14 of 2008.



The Movable Property Security Rights Bill,2016 878

(5) A security right in a right to payment of funds
credited to a deposit account is effective despite an
agreement between the grantor and the financial institution
limiting the grantor's right to create a security right.

12. (1) A secured creditor with a security right in a
receivable or other intangible asset, or in a negotiable
instrument has the benefit of any personal or property
right that secures or supports payment or other
performance of the collateral without a new act of transfer.

(2) Where the right referred to in subsection (1) is
ffansferable only with a new act of transfer, the grantor is
obligated to transfer the benefit of that right to the secured
creditor.

13. A security right in a negotiable document
extends to the tangible asset covered by the document,
provided that the issuer of the document is in possession
of the asset at the time the security right in the document
is created.

14. A security right in a tangible asset with respect
to which.intellecmal property is used does not extend to
the intellectual property and a security right in the
intellectual property does not extend to the tangible asset.

PART M-THIRD.PARTY EFT'ECTIVEI{ESS OF A
SECTruTYRIGHT

15. A security right in any movable asset is effective
against third parties if a notice with respect to the security
right is registered with the Registrar.

16. (1) A security right in any proceeds is effective
against third parties without any further action of the
grantor and the secured creditor if-

(a) the security right in the original collateral is
effective against third parties; and

(b) the proceeds are in the form of money,
receivables, negotiable insffuments or rights to payment of
funds credited to a deposit account.

(2) If a security right in a collateral is effective
against third parties, a security right in any type of
proceeds of that collaterd, other than the types of
proceeds referred to in subsection (1)-

Personal or
property rights
securing or
supporting
payment or other
performance.

Tangible assets

covered by
negotiable.
documents

Tangible assets

with respect to
which
intellectual
property is used.

Method for
achieving third-
party
effectiveness.

Proceeds.

I
{

I

i
I
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(a) is effective against third parties for ten working
days after the proceeds arise; and

(b) continues to be effective after the expiration of
the ten days, if the security right in the proceeds
is made effective tragainst third parties by
registration of an amendment notice.

17. (l) If the secured creditor hansfers a security
right or a part of it, the sectred creditor may register an
amendment notice to reflect the transfer.

(2) A transfer of a security right is effective whether
or not an amendment notice has been registered.

lE. If a security right in a negotiable document is
effective against third parties, the security right that
extends to the asset covered by the document is also
effective against third parties.

PAR.T IV-REGISTR,ATION OF NOTICES
RELATING TO SECTTRITY RIGITTS

19. (l)There is established the Office of Registrar
who shall oversee the general running of the Registry.

(2) The function of the Registry shall be to receive,
store and make accessible to the public information on
registered notices with respect to sectuiry rights and rights
of non-consensual creditors.

(3) The Board may appoint-
(a) a suitable person as the Registrar;

(b) other staff of the Registry.

?,0. (1) The Registrar shall not, on the Registrar's
own motion, amend or delete information contained in the
registry records.

(2) The Registrar shall presetre information
contained in the registry records and reconstruct the
information in the event of loss or damage.

21. (1) Tlre Registrar shall remove information in a
registered notice from its public records only upon the
expiry of the period of effectiveness of the registration of
a notice.

(2) The Regrstrar shall archive information removed
from its public records-
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(a) for five years; and

(b) in a manner that enables the information to be
retrieved by the Regrstrar in accordance with s0ction 34.

tl.The Registrar or an officer acting under the
authority of the Registrar cannot be held liable for
anything done under the authority of this Act if that action
or matter is done in good faith.

?3. The Registrar may charge the prescribed fee$.

A. (1) Registration of an initiat notice or an
am€ndment notice that either adds collateral not included
in the security agreement or adds a grantor is ircffective
unless authorircdby the grantor in writing.

(2) A notice may be registered before the creation of
a security right or the conclusion of a sectrity qgreement
to which the notice relates as long as there is evidence of
the authorization in writing.

(3) A written security agreernent is stffficiemt to
constitute authorization by the granton for the regisfiratiul
of a notice.

25. The negistration of a single notice mey relato to
security rights created by the grantor under one ffi rrxcre
sectuity agreements with the saille secured croditor.

2,(;. The procedtre for registration of n+ice, acctss
to information by the public, coruiluct of search end
assigning of unique identifiers to grantms and securad
creditors shall be as prescribed in the Regulations.

tl . (1) An initial notice shell comtain tb go1[swing

information in the relevant designated ficm$, as forthr
prescribed in the Regtrlations-

(a) the identifier and ddress of ttle grar,ilm;

O) the identifier and addness of ttle rctred creditsr
or its representative;

(c) a description of the eollateral in accordarce with
section 8 or by a serial number for the scrial-
ntrmbered collateral only that is not hotd as
inventory;
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(e) any other information for statistical purposes
only.

(2) If there is more than one grantor or secured
creditor, the required information shall be entered
separately for each grantor or secured creditor.

28. Wittr the exception of the names and addresses
of the grantor and the secured creditor or their
representatives, the information contained in a notice shall
be expressed in English.

29. (1) The Registrar shall assigR a unique
registration number to { regrstered initial notice and
associate all registered amendment and cancellation
notices that contain that number with the registered initial
notice.

(2) The registration of an initial, amendment and
cancellation notice is effective from the date and time
when the information in the notice is entered into the
records in the Registry.

(3) The Registrar shall enter information in a notice
into the records in the Registry without delay after the
notice is submitted and in the order in which each notice
was submitted.

(4) The Registrar shall record the date and time when
the information in a notice is entered into the records in
the RegisfiTr.

30. (1) The registration of an initial notice is
effective for the period of time indicated by the registrant
in the designated field of the notice, but shall not in any
event, exceed ten years.

(2) The period of effectiveness of the registration of
an initial notice may be extended only within six months
before its exprry by the registration of an amendment
notice that indicates in the designated field a new period,
in any event not exceeding ten years.

(3) The registration of an amendment notice extends
the period of effectiveness for the perid indicated in the
amendment notice beginning from the time the current
period would have expired if the amendment notice had
not been registered.

Languags of
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31. (1) Immediately after the registration of a notice , obligation to
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the Registrar shall, in the prescribed form, provide to the
regisffffit, a copy of the information contained in the
notice, indicating-

(a) 
$;"lf;l"r,Tfoume 

when the registration becanrc

(b) the regisffation number.

(2) Within ten working days after receipt by
registrant of a copy of the information in accordance with
subsection (1), tho rcgistrant shall send it to the person
identified in the registered notice as the grantor.

(3) A registrant who fails to comply with subsection
(2) commits an offence and is liable, or ,conviction, to a
fine not exceeding five thousand shillings.

32. (1) The person identified in a registered initiat
notice as the secured creditor may, in the prescribed
manner, register an amendment or cancellation notice
relating to that registered notice.

(2) The registration of an amendment or cancellation
notice ,is ineffective unless authonzed by the person
identified in the registered initial or amendment notice as
the secured creditor.

33. (1) The secured creditor shall register an
amendment notice if-

(a) the registered notice to which it relates contains
information that exceeds the scope of the
grantor' s auth oiz,atton; or

(b) the security agreement to which the registered
notice relates has been revised to delete some
collateral.

(2) The secured creditor shall register a cancellation
notice if-

(a) the registration of an initial notice was not
authori zedby the grantor;

(b) the registration of an initial notice was
authorized by the grantor but the authorization
has been withdrawn and no security agrcement
has been concluded; or

(c) the security {g}t to which the notice relates has
been extinguished and the secured creditor has
no furtlrer comrrritment to provide value to the
gr_antor.
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(3) In cases described in subsections (1) (a) and (2)
(a), the secured creditor shall not charge or accept any fee
or expense for complying with its obligation.

(4) If any of the conditions set out in subsections (l)
and (2\ is met, the grantor may, in writing request the
secured creditor to register an amendment or cancellation
notice and the sectred c*editor shall not charge for
complying with the grantor's reguest.

(5) If ttrc secwed cr,editor tails to cornply with the
grantor's request within ten working days after its receipt,
tLrc grantor may seek ttle registration of au amendment or
cancellation notice by ttrc Rqgistrar.

(6) Befor,e grving effect to the requested registration,
the Regrsffar shall grve notice to the securied ueditor.

(7) Appeals from the decision of the Registrar shall
lie with a court of competent jtrisdietion.

34. (1) A search of the r.egtstry reeords rney b@

conducted according to -
(a) the identifier of the grantor; or

(b) the serial number of the collateral.

(2\ On receipt of a search request in the prescribed
form, the Registrm shall conduct the search and issue a
search certificate containing the fol[owimg-

(a) the dme and tinre when the search was
perforrned;

(b) all matching ttle seareh
requirerments criteriom exaetlyi on

(c) an indication that no registerd notice contains
inforrnation matehing tho search criterion
exacttry.

(3) A search certifieate issued by the Registrer is
proof of its content$.

35.(U An ermr in th€ grantm identifier entered by
the registrant in a nmice reders the registration of the
notice ineffective.

(2\ fui error in tlre grantor identifier does not render
the registration of the mtice irrcffective wi:th respect to
other grantors correctly identified in the notice.
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(3) An elror in required information other than the
grantor's identifier does not render the regisffation
ineffective unless the error would seriously mislead a
reasonable searcher.

(4) Any error in the statistical information prescribed
by the Regulations does not affect the effectiveness of the
registration.

(5) An elror in the description of the collateral does
not render the registration of the notice ineffective with
respect to other collateral sufficiently described.

(6) An eror in the serial number of the serial-
numbered collateral renders the registration ineffective as
against a buyer or lessee of that asset.

36. (1) If the grantor's identifier changes after a
notice is registered and the secured creditor registers an
amendment notice indicating the new identifier of the
grantor within sixty days after the change but before the
explry of the period of effectiveness of the registered
notice, the security right to which the notice relates
remains effective against third parties and retains the
priority it had over the rights of competing claimants
before the change.

(2) If the secured creditor registers an amendment
notice after the expiration of the time period indicated in
subsection (1)-

(a) a security right with respect to which a notice is
registered after the change in the grantor's
identifier but before the registration of the
amendment notice has priority over the security
right to which the amendment notice relates; and

O) a person that buys, leases or licenses the
collateral after the change in the grantor's
identifier but before the regisffation of the
amendment notice acquires the collateral rights
free of the security right to which the
arnendment notice relates.

37. (l) If a security right has been made effective
against third parties and the collateral is transferred to a
transferee that acquires the collateral rights subject to the
security right, the security right remains effective against

Post-registration
change of
grantor
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Post-registration
transfer of the
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third parties and retains the priority it had over the rights
of competing claimants before the transfer, provided that
the secured creditor registers an amendment notice adding
the transferee as a new grantor within ten working days
after the secured creditor acquires knowledge of the
transfer and the transferee's identifier.

(2) If the secured creditor registers an amendment
notice after the expiration of the time period indicated in
subsection (1)-

(a) a security right created by the transferee with
respect to which a notice is registered after the
transfer but before the registration of the
amendment notice has priority over the security
right to which the amendnrent notice relates; and

(b) a person who buys, leases or licenses
collateral after its transfer but before
registration of the amendment notice acquires
the collateral rights free of the security right to
which the amendment notice relates.

(3) In the case of successive transfers of the
collateral, subsections (1) and (2) apply to the last transfer.

PART V-PRIORITIES
38. Subject to the other provisions of this Part,

priority among competing security rights created by the
same grantor in the same collateral is deterrnined
according to the time of registration.

39. A security right created by a grantor is
subordinate to a security right in the same collateral
created by another person if the grantor acquired the
collateral subject to the security right created by the other
person and made effective against third parties before the
grantor acquired the collateral.

40. Knowledge of the existence of a security right in
favour of another person on the part of a secured creditor
does not affect its priority under this Act.

41. (1) Subject to the rights of a non-consensual
creditor under section 46, the priority of a security right
extends to all secured obligations, including obligations
incurred after the security right became effective against
third parties.
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(2) The priority of a security right covers all
collateral described in a notice registered by the Registrar,
irrespective of whether they are acquired by the grantor or
come into existe,rrce'before .or after the time of registnation.

42, If a security right in proceeds of the collateral is
effiecttve agarim's ddrd parties as provided in sectiom 16,
the priority of the security right in the proceeds is
determined using the same date used to detennine the
priority of the securiry right in the collaterail.

43. (1) If more than one security right extends to
commingled goods, a seu,rity right that is effective
against third parties before the goods become commingled
has priority over a security right that is not effective
against third parties at the time the collateral becomes
commingled goods.

(2) If more than one security right in commingled
goods is effective against third pa$ies, the security r{ghts
r.ank cryally in proportbn to the vailue of the collateral at
the time it became cuturringted goods.

44. (l) A security right may be created in tangible
assets that,are attachments to immovable property or may
continue in tangible assets that become attachments to
immovable property.

(2) A security right made effective against third
parties in an attachment to irnmovable property under this
Act has priority over a competing interest created and
made effective against third parties under imnrovable
proper,fy law.

45. (1) If the collateral is sold or otherwise
transferred, leased or licensed and a security right in that
collateral is effective against third parties at the the of the
sale or transfer, lease or license, the buyer, ffoilsferee,
lessee or licensee acquires its rights subject to the security
right except as provided in this section.

(2) A buyer or other transferee of the collateral
acquires its rights free of the security right if the secured
creditor authorizes the sale or other transfer of the asset
free of the security right.

(3) The rights of a lessee or licensee are not affected
by the security right if the secured creditor authorizes the
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grantor to lease or license the asset not affected by the
security right.

(4) A buyer of tangible collateral sold in the ordintry
course of the seller's business acquires its rights free of
the security right, provided that, at the time of the
conclusion of the sale agreement, the buyer does not have
knowledge that the sale violates the rights of the secured
creditor under the security agreement.

(5) The rights of a lessee of tangible collateral leased
in the ordinary course of the lessor's business are not
affected by the security right, provided that, at the time of
the conclusion of the lease agreement, the lessee does not
have knowledge that the lease violates the rights of the
secured creditor under the security agreement.

(6) The rights of a non-exclusive licensee of
intangible collateral licensed in the ordinary course of the
licensor's business are not affected by the security right,
provided that, at the time of the conclusion of the license
agreement, the licensee does not have knowledge that the
license violates the rights of the secured creditor under the
security agreement.

(7) If a buyer or other transferee of tangible collateral
acquires its rights free of a security right, any subsequent
buyer or other transferee also acquires its rights free of
that security right.

(8) If the rights of a lessee of a tangible collateral or
licensee of intangible collateral are not affected by the
security right, the rights of any sub-lessee or sub-licensee
are also unaffected by that security right.

fi. (1) The right of a non-consensual creditor has
priority over a security nght if, before the security right is
made effective against third parties, the non-consensual
creditor has registered a notice with the Registrar.

(2) If a security right is made effective against third
parties before the non-consensual creditor registers a
notice, the security right has priority, but that priority is
limited to credit extended by the secured creditor-

(a) within ttrirfy working days from the time the
secured creditor received a notification from the
non-consensual creditor that the non-consensual

Rights of non-
consensual
creditors.
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ffi$HL;Td 
registered a notice with the

(b) pursuant to an irrevocable commitrrent in a
fixed amount agreed betw@n the grantor and the
secured creditor, if the commiffnent was made
before the secured creditor received a
notification from the non-consensual creditor
that the non-consensual creditor had registered a
notice.

(3) A possessory lien on goods which secures
payment or performance of an obligation for services or
materials furnished with respect to goods by a person in
the ordinary course of the person's business has priority
over a security right in the goods as long as the holder of
the possessory lien remains in possession of the goods.

{l . An acquisition security right in consumer goods,
equipment, inventory, or intellectual property has priority
as against a competing non-acquisition security right
created by the grantor, provided that a notice with respect
to the acquisition secruity right is registered with the
Regrstrar before the grantor obtains possession of the asset
or acquires a right in intellectual property.

4t. An acquisition security right of a seller or lessor
has priority over a competing acquisition security right of
a secured creditor other than a seller or lessor.

49. (1) In the case of an acquisition security right in
equipment, a sectuity right in proceeds has the same
priority as the acquisition security right.

(2) In the case of an acquisition security right in
inventory or intellectual property, a security right in
proceeds has the same priority as the acquisition security
right, except where the proceeds take the form of
receivables, negotiable instnrments, or rights to payment
of funds credited to a deposit account.

(3) The priority of a security right in proceeds
referred to in subsection (2) is conditional on the
acquisition sectrred creditor notiffing non-acquisition
secur€d creditors with a security right in the same kind of
asset as the proceeds that, before the proceeds were
generated, the acquisition secured creditor registered a
notice with the Registrar.
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50. An acquisition security right in a tangible asset
that extends to commingled goods and is effective against
third parties has priority over a non-acquisition security
right granted by the same grantor in the commingled
goods.

51. (1) A person may at any time subordinate the
priority of its rights under this Act in favour of any
existing or future competing claimant without the need for
the beneficiary to be a parry to the subordination.

(2) Subordination does not affect the rights of
competing claimants other than the rights of the person
subordinating its priority and those of the beneficiary of
the subordination.

52. A consensual transferee of an encumbered
negotiable instnrment acquires its rights free of the
security right that is made effective against third parties by
registration of a notice if the consensual transferee-

(a) qualifigs_ as a holder in due course under the
Bills of Exchange Act; or

(b) takes possession of the negotiable instnrment
and gives value without knowledge that the sale

tr "-tr m":,:#Jiotatig ",*' i::S,rlJ
agreement.

53. A transferee of funds from a deposit account
pursuant to a transfer initiated or authorized by the grantor
acquires its rights free of a security right in the right to
payment of funds credited to the deposit account, unless
the transferee has knowledge that the transfer violates the
rights of the secured creditor under the securiff agreement.

54. A transferee that obtains possession of money
that is subject to a security right acquires its rights free of
the security right, unless that transferee has knowledge
that the transfer violates the rights of the secured creditor
under the security agreement.
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55. A tansferee of securities who takes possession Securities'

of the certificated security or acquires rights in an
electronic security and gives value without knowledge that
the sale or other transfer is in violation of the rights of the
secured creditor under the security agleement acquires its
rights free of a security right.
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PART VI-RIGIITS AND OBLIGATIONS OTTIIE
PARTIES Ah[D THIRD.PARIY OBTIGORS

56. A gmntor or secured creditor in possession of
the collateral shall exercise reasonable care to preserve the
asset"

57. On termination of a security right in the
collateral the secured creditor shall register an amendment
or cancellation notice as provided in sections 33.

5E. A secured creditor has ttrc right to inspect the
collateral in the possession of the grantor or another
person.

59. Except as othenuise provided in section 11, the
creation of a security right in a receivable dres not affect
the rights and obligations of tlrc debtor of the receivable,
including the payilEnt terms contained in the contract
giving rise to the receivable, without the debtor's consent.

60. (l) Notification of a security right in a
receivable is effective when received by the debtor of the
receivable if it reasonably identifies the encumbered
receivable and the secured creditor.

(2) Notification of a security right in a receivable
may relate to receivables arising after notification.

(3) Unless the debtor of the receivable receives
notification of a security right in a receivable, the debt
may be discharged by paying in accordance with the
original contract.

(4) After the debtor of the receivable receives
notification of a security rigtrt in a receivable, the debt
may be discharged only by paying the secured creditor or
by paying as otherwise instructed in the notification or
subsequently by the secured creditor in writing received
by the debtor of the receivable.

(5) If the debtor of the receivable receives
notiflcation of more than one security right in the same
rreivable created by the same grantor, it is discharged by
paying in accordance with the first notification received.
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(6) The debtor of the receivable is entitled to request
tlrc secuned crcditor to provide within a reasonable period
of time adequate proof that the security right in a
receivable has been created.

(7) Until the sectued creditor complies with
zubsection (6), the debtor of the receivable may discharge
its obligation by paying fte grantor, even if the debtor of
the receivable has received a notification of a security
right.

'61. (1) In a claim by the secured creditor against ttte
debtor of the receivable for payrnent of the errcumbered
receivable, the debtor of the receivable may raise against
the securdcredimr-

(a) alt defenses and rights of set-off arising from the
comEact givrng rise to the receivable, or any
other conffact ttrat was part of the same
ffansaction, of which the debtor of the
receivable could avail itself as if the security
nght had not been created and the claim wete
rnade by the grantor; and

(b) any other right of set-off that was available to
the &btor of the receirable at the time it
rcceived notification of the recurity right"

{2, Despite subwtion (l), the debtor of the
receivable may not raise as a defeilse or right of set-off
a,gainst tlrc srcured creditor breach of an agreement
refened to in section 11 limiting the grantor's right to
create the security right.

t3) The debtor of the receivable may agree with the
grantor in writing not to raise against the secured creditor
the defences and righus of set-off referred to in subsection
(l), but the dehor of the receivable may not waive
defences arising f,rom ftaudulent acts on the part of the
secured creditor or based on the incapacity of the debtor of
the receivable.

62. An agrcement concluded before notification of a
mrity right in a receivable created by a security
agreement between the grantor and the debtor of the
receivable that affects the secured creditor's rights is
effective as against the secured creditor, oild the secured
creditor acquines corresponding rights.
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63. The failure of the grantor to perform obligations
under the contract giving rise to a receivable does not
entitle the debtor of the receivable to recover from the
secured creditor a sum paid by the debtor of the receivable
to the grantor or the secured creditor.

ffi. (l) The creation of a security right in a right to
payment of funds credited to a deposit account does not
affect the rights and obligations of the institution with
which that deposit account is maintained without the
consent of the institution, nor does it obligate the
institution to provide any information about that deposit
account to third parties.

(2) Any rights of set-off that the institution may have
are not affected by any security right that the institution
may have in a right to payment of funds credited to a
deposit account that it maintains.

PART YII-ENFORCEMENT OF A SECT]RITY
RIGHT

65. (1) After the failure of the debtor to pay or
otherwise perform a secured obligatiotr, the grantor and
the secured creditor may exercise any right-

(a) under this Part;

O) provided in the security agreement; or
(c) provided under any other written law.

(2) The exercise of a post-default right with respect to
the collateral does not prevent the exercise of a post-
default right with respect to the secured obligation, ffid the
exercise of a post-default right with respect to the secured
obligation does not prevent the exercise of a post-default
right with respect to the collateral.

(3) The grantor and any other person that owes
payment or other performance of the secured obligation
may not waive unilaterally or vary by agreement any of its
rights under this Part before default.

(4) If the security right has been created under a hire-
purchase agreement, the secured creditor may enforce its
rights only in accordance with the Hire Purchase Act.

66. A secured creditor may exercise its post-default
rights by application to a court or in accordance with this
Part, without applying to a court.
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6ll . (l) If there is a default with respect to any
obligation, the secured creditor shall serve on the grantor a

notification, in writing or in other form agreed between
the parties, to pay the money owing or perform and
observe the agreement as the case may be.

(2) The notification required under subsection (1)
shall adequately inform the recipient of the following
matters-

(a) the nature and extent of default;

(b) if the default consists of non-payment, the actual
amount and the time by the end of which
payment must be completed;

(c) if the default consists of the failure to perfonn or
observe any covenant, express or implied, in the
agreement, the act the grantor must do or desist
from doing so as to rectify the default and the
time by the end of which the default must have
been rectified;

(d) the consequence that if the default is not
rectified within the time specified in the
notification, the secured creditor will proceed to
exercise any of the remedies referred to in
section 65; and

(e) the right of the grantor in respect of certain
remedies to apply to the court for relief against
those remedies.

(3) If the grantor does not comply within the time
period indicated in the notification after the date of service
of the notification, the secured creditor may-

(a) sue the grantor for any payment due and owing
under the agreement;

(b) appoint a receiver of the movable asset;

(c) lease the movable asset;

(d) take possession of the movable asset;

(e) sell the movable asset; or

(0 pursue any of the remedies under section 65.

(4) The Cabinet Secretary may prescribe the form

Relief for non-
compliance.
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and content of a notification to be served under this
section.

618. (1) The secured creditor may sue for tho
performance of the secured obligation only if-

(a) the grantor is personally bound to satisff the
secured obligation;

(b) by any cause other than the wrongful act of the
secured creditor or grantor, the collateral is
rendered insufficient to fully satisff the secured
obligation and the secwed creditor has given the
grantor a reasonable opportunity to provide
additional sufficient seeurity and the grantor has
failed to provide that additional security; or

(c) the secured creditor is deprived of the whole or
part of the security right through or in
consequence of, a wrongful act or default of the
grantor or the debtor.

(2') The court may order the postponement of any
proceedings brought under this section 

-until 
the secured

creditor has exhausted all other remedies relating to the
collateral under this Part or a security agreement.

(3) Despite subsection (2), a court may order the
pamies to resort to alternative forms of dispute resolution
including reconciliatior, mediatior, arbitration and other
dispute resolution mechanisms.

69. (1) Any person whose rights are affected by the
enforcement process in accordance with this Part is
entitled to redeern the collateral by paying or otherwise
performing the secured obligation in futl, including the
reasonable cost of enforcement .

(2) The right of redemption may be exercised until
the asset is sold or otherwise disposed of, acquired or
collected by the secured creditor or until the conclusion of
an agreement by the seculed creditor for that purpose.

70. (1) Despite the fact that another secured creditor
or a non-consensual creditor has commenced enforcement,
a secured creditor whose secuity right has priority over
that of the enforcing secured creditor or non-consensual
creditor is entitled to take over the enforcement process.

Secured
creditor's right
!o sue.

Right of
re&rmption.

Right of thc
higter-ranking
secured creditor
to take over
enforcement.
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(2) The right referred to in subsection (1) may be
invoked at any time before the asset is sold or otherwise
disposed of, or acquired by the secured creditor or until
the conclusion of an agreement by the secured creditor for
that purpose.

(3) The right of the higher-ranking secured creditor to
take over the enforcement process includes the right to
enforce the rights by any method available to a secured
creditor under section 65.

7I. (l) A secured creditor is entitled to obtain
possession of the collateral in the following cases-

(a) the grantor has consented in the secnrity
agteement to the secured creditor obtaining
possession, in which case no court application is
required; or

(b) the grantor has not consented in the sectrity
agreement to the secured creditor obtaining
possession, but at the time the secured creditor
attempts to obtain possession of the collatersl,
the grantor or any other person in possession of
the collateral does not object.

(2) A secured creditor may, without removal, render
the collateral unusable and dispose of it on the grantor's
premises.

72. (1) After default, ttre securcd creditor is entitled
to sell or otherwise dispose of, lease, or license the
collateral in its present condition or following any
conrmercially reasonable preparation or processing.

(2) The secured creditor may select the method,
manner, time, place and other aspects of the sale or other
disposition, lease or license, including whether to sell or
otherwise dispose of, lease or license collaterals
individually, in groups or as a whole.

(3) The secured creditor rnay buy collateral-
(a) at a public auction; or

O) at aprivate auction but only if the collateral is of
a kind that is customarily sold on a recognized
market.

73. (1) A secured creditor shall send a notification
of its intention to dispose of the collateral to-

Rigltt of the
secured crpditor
io posscssion of
tbe collateral.

Right of the
secured creditor
to dispose of the
collatcral.

Notice of
dispocition.
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(a) the grantor and the debtor; and

(b) any other secured creditor that registered a
notice with respect to the collaterol, at least five
working days before the notification is sent to
the grantor.

(2) The notification shall be sent at least five working
days before the sale or other disposition, lease or license
takes place and shall-

(a) identify the grantor and the secuned creditor;

(b) contain a description of the collateral;

(c) provide a statement of the amount required to
satisfy the secured obligation including interest
and a reasonable estimate of the cost of
enforcement;

(d) identify the manner of the intended disposition;
and

(e) provide a statement of the date after which the
collateral will be sold or otherwise disposed of,
leased or licensed, or the time and place of a
public disposition.

(3) The notification shall be in the language of the
security agreement or such other language that is
reasonably expected to inform its recipients about its
contents.

(4) The contents of a notification providing
substantially the information specified in subsection (2)
are sufficient, even if the notification includes information
not specified in that subsection or minor errors that are not
seriously misleading.

(5) The notification need not be given if the collateral
may perish before the end of ten working days after the
secured creditor obtains its possession and may decline in
value quickly.

74. (1) A secured creditor shall apply or pay over
for application the proceeds of disposition under section
72 in the following order-

(a) 
lf::lsonable expense 9{ r"possessing, holding,
preparing for disposition, processing, and
disposing of the collateral;

Right of the
sccured creditor
to distriburc the
proceeds of a
disposition of a
collateral.
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(b) the satisfaction of obligations secured by the
security right under which the disposition is
made; and

(c) the satisfaction of obligation$ secured by any
smbordinate sectrity right or other subordinate
lien or right in the collateral if the sectrred
creditor rcceives from the holder of the
subordinfrtu security right, lien or other right a
demand for proceeds before distribution of the
proceds is completed.

(2) If requested by the secured creditor, a holder of a
subordinate security right, lien or other right shall furnish
reasonable p,oof of the right or lien within a r*asonable
time if the secured creditor is to comply with the holder's
demand under subsection (1) (c).

(3) Whether or not there is any dispute as to the
entitlement or prioriry of any competing claimort, the
enforcing recured creditor may pay the surplus to a court
for disuibutiom iu accordance with the provisions of this
Act on priority.

(4) A debtor remains liable for any shortfall owing
after application of the net procds un&r this section.

75. (1) A secued crcditor may pmpose in writing to
acquire one or rxlne of the collaterals in total or partial
satisfaction of the secured obligatiorx.

(Z\The srcured creditor shall send the proposal t0-
(a) ttle grmto,q

(b) the deHor, btrt only in the case of a proposal to
rccept tIre mllateral in partial satisfaction of the
secured obtigation;

(c) any pcrson wift rights in the collateral that has
rmtified in \ryriting the secwed creditor of those
rights, &t least five worrking days before the
proposat is sent to tho grantor or the grantor
uraived the right to receive ttre proposal;

(d) any othr secured creditor that registers a notice
wi& respect to ttrc collatmal, 8t least five
rrorking days before thc pmoposal is sent to thc
grantor or the grantor waived ttrc right to reeeive
fupnaposal.

Acquisition of
oollateral in tdal
or partial
satisfaction of
thc securcd
obligation.
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(3) In the proposal referred to in subsection (2)-
(a) the secured creditor shall identify the secured

creditor and grantor;

(b) specify the amount owed as of the date the
proposal is sent, including interest and the cost
of enforcement;

(c) state the obligation that is proposed to be
satisfied by acquiring the collateral;

(d) state whether the secured creditor proposes to
acquire the collateral in total or partial
satisfaction of the secured obligation;

(e) describe the collateral;

(f) refer to the right of the debtor or the grantor to
redeem the collateral as provided in section 69;
and

(g) state the date after which the collateral will be
acquired by the secured creditor.

(4) The secured creditor acquires the collateral-

(a) in the case of a proposal for the acquisition of
the collateral in full satisfaction of the secured
obligatiotr, unless the secured creditor receives
an objection in writing from any person entitled
to receive such a proposal within fifteen
working days after the proposal is sent to that
person; and

(b) 
rilJ:":ffi;f if'Hi* Tffi,ffi:r"'fn,fli
secured obligatior, only if the secured creditor
receives the affirmative consent of each

frlffi ';'",ft"-1'"#*ffi fl "T-ffi'f ?,Jf l3
that person.

(5) The grantor may request the secured creditor to
make a proposal in accordance with subsection (1) and if
the secured creditor accepts it, the secured creditor shall
proceed as provided in subsections (2), (3) and (4).

76. (1) If a secured creditor sells or otherwise
disposes of the collateral, a buyer or other ffansferee

Rights acquired
in collateral.
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acquires the grantor's right in the asset free of the rights of
the enforcing secured creditor and any competing
claimffit, except the rights that have priority over the
security right of the enforcing secured creditor.

(2) If a secured creditor leases or licenses the
collateral, a lessee or licensee is entitled to the benefit of
the lease or license during its term, except as against
creditors with rights that have priority over the right of the
enforcing secured creditor.

(3) If a secured creditor sells or otherwise disposes
of, leases or licenses the collateral and does so in violation
of this Part, the buyer or other transferee, lessee, or
licensee of the collateral acquires the rights or benefits
mentioned in subsections (1) and (2), provided that the
buyer or other transferee, lessee or licensee had no
knowledge of a violation of this Part which materially
prejudiced the rights of the grantor or another person.

77. (1) After default by the grantor, a secured
creditor with a security right in a receivable, negotiable
instrument, right to payment of funds credited to a deposit
account or security is entitled to collect payment from the
debtor of the receivable, obligor under the negotiable
instrument, depositary bank or issuer of the security.

(2) The secured creditor may, with the consent of the
grantor, exercise the right to collect under subsection (1)
even before default.

(3) A secured creditor exercising the right to collect
under subsection (1) or (2) is also entitled to enforce any
personal or property right that secures or supports
payment.

(4) The right of the secured creditor to collect under
subsections (1) to (3) is subject to sections 59 to 63.

78. In the case of an outright ffansfer of a

receivable, the transferee is entitled to collect the
receivable before or after default of the ffansferor.

PART VII-APPLICABLE LAW

79. The law applicable to the mutual rights and
obligations of a grantor and a secured creditor arising from
their security agreement is the law chosen by them and, in

Collection of
payment under a
receivable,
negotiable
instnrment, right
to payment of
funds credited to
a deposit
account or
security.

Collection of
payment under a
receivable by an
outright
transferee.

Law applicable
to the mutual
rights and
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the absence of a choice of law, the law governing the
security agreement.

t0. (1) Except as otherwise provided in ttris sectior,
the law applicable to the creatioil, effectiveness against
tttird parties and priority of a security right in a tangible
asset is the law of the country in which the asset is located.

(2) The law applicable to the crcatior, third-party
effectiveness and priority of a security right in a tangible
asset of a type ordinarily used in more than one country is
the law of that country in which the grantor is located.

81. (1) The law applicable to the creation,
effectiveness against third parties and priority of a security
right in an intangible asset is the law of the country in
which the grantor is located.

(2) The law applicable to the creatior, effectiveness
against third parties, p,riority and enforcement of a sectrity
right in a right to payment of funds credited to a deposit
accourt, as well as to the rights and obligations between
the financial institution and the secured creditor, is the law
of the country in which that financial institution has its
place of business. If the financial institution has places of
business in more than one country, the law applicable is
the law of the country in which the branch maintaining the
deposit account is located.

(3) The law ap,plicable to the creation, effectiveness
against third parties and priority of a security right in an
electronic security is the law of the country in which the
issuer is locat€d.

(4) The law applicable to the creation, effectiveness
against third parties and ptiority of a security right in
intellectual property is the law of the country in which the
intellectual property is protected.

UL. The law applicable to issues relating to the
enforcement of a security right-

(a) in a tangible asset is the law of the country
where the relevant act of enforcement takes place; and

O) in an intangible asset is the law applicable to the
pnority of the security right.

Law applicable
to a security
rig[t in a
tangible asset.

Lsw applicable
to a uecurity
right in sn
intangible asset.

Law epplicable
to the
enforcement of a
security right.
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83. (1) The law applicable to the creation of a

security right in proceeds is the law applicable to the
creation of the security right in the original collateral from
which the proceeds arose.

(2) The law applicable to the third-party effectiveness
and priority of a security right in proceeds is the law
applicable to the third-party effectiveness and priority of a
security right in the original collateral of the same kind as
the proceeds.

E4. For the purposes of the provisions of this Part,
the grantor is located-

(a) in the country in which the grantor has place of
business, if my;

(b) if the grantor has a place of business in mor€
than one country, in the counfiry in which the
central adrninistration of the gpntor is
exercised; and

(c) if the gtantor does not have a place of business,
in the country in which the grantor has his or her
habitual residence.

85. (1) Except as provided in subsection (2),
references to the location of the collateral or of the grantor
in the provisione of this Part refer-

(a) for creation issues, to the location at the time of
the creation of the security right; and

(b) for third-party effectiveness and priority issues,
to the location at the time the issue arises.

(2) If the rights of all secured creditors in the
collateral are crcated and made effective against third
parties and the rights of all claimants are established
before a change in the location of the collateral or the
grantor, references in the provisions of this Part to the
location of the collateral or of the grantor refer, with
respect to third-party effectiveness and priority issues, to
the location prior to the change in location.

t6, The law applicable to the relationship between
the grantor of a security right in a r€ceivable, negotiable
instrument or negotiable document and the debtor of the
receivable, the obligor under the negotiable instrument or

Law applicable
to a security
right in proceeds

of the collateral.

Meaning of
location of thc
grantor.

Relevant timc
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Law applicable
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the issuer of the negotiable document is the law applicable
to-

(a) the relationship between the debtor of the
receivable, the obligor under the insffument or
the issuer of the document and the holder of a

security right in the receivable, instrument or
document;

(b) the conditions under which a security right in
the receivable, instrument or document may be
invoked against the debtor of the receivable, the
obligor under the instrument or the issuer of the
document, including whether an agfeement
limiting the grantor's right to create a security
right may be asserted by the debtor of the
receivable, the obligor under the instrument or
the issuer of the document; and

(c) whether the obligations of the debtor of the
receivable, the obligor under the instrument or
the issuer of the document have been
discharged.

W. (1) If a security right is effective against third
parties under the law of another country and this Act
becomes applicable as a result of a change in the location
of the collateral or the grantor, whichever determines the
applicable law under the provisions of this Part, the
security right remains effective against third parties under
this Act until the earlier of-

(a) the time when third-party effectiveness would
have lapsed under the law of the other country;
and

(b) ten working days after the change ord,
thereafter, only if the third-party effectiveness
requirements of this Act are satisfied before the
explry of that tirne period.

(2) If the security right remains effective against third
parties under subsection (1), the time of third-party
effectiveness is the time when it was achieved under the
provisions of the relevant law.

PART D(-GENERAL PROYISIONS

8t. (1) The Cabinet Secretary may make regulations cabinet

with respetito any matter under ttiis ect that is ,i"""rroy ffiHf;"oon,

Continuity in
third-party
effectiveness
upon a change of
the applicable
law to this Act.
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or convenient to be prescribed by regulations for carrying
out or giving effect to this Act.

(2) Without limiting subsection (1), the regulations
may provide for any of the following matters-

(a) the conduct of the business of the Registry;

O) the format of notices to be registered in the
Registry;

(c) the payment of fees in respect of any matter
under Part tV;

(d) the provision of copies of any notices registered
in the Registry and the certification of the
copies; or

(e) any matter in relation to the Regisry.

E9. (1) For the purposes of this Part-
"prior law" means the law governing security rights

that was in force immediately before the coming into force
of this Act;

"prior security right" means a right covered by a

security agteement entered into before the coming into
force of this Act that is a security right within the meaning
of this Act and to which this Act would have applied if it
had been in force at the time when the security right was
cteated.

(2) Except as otherwise provided in this Part, this Act
applies to all security rights within its scope, including
prior security rights.

90. (1) The prior law applies to a matter that is the
subject of proceedings before a cotrt or arbitral tribunal
corrmenced before the coming into force of this Act.

(2) If the enforcement of a prior security right
commenced before the coming into force of this Act, the
enforcement may continue under the prior law.

91. (1) The prior law determines whether a prior
security right was created before the coming into force of
this Act.

(2) A prior security right remains effective between
the parties despite the fact that its creation did not comply
with the creation requirements of this Act.
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this Act.
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92" (1) A prior security right that was effective
against tttird parties under prior law continues to be
effective against third parties under this Act until the
earlier of-

(a) the time it would have ceased to be effective
against third parties under the prior law; and

(b) the expiration of nine months after the coming
into force of this Act.

(2) A written agreement between the grantor and the
secured creditor creating a prior security right and entered
into before the coming into force of this Act is sufficient
to constitute authorization by the grantor for the
registration of a notice relating to that security right after
the coming into force of this Act.

(3) If the third-party effectiveness requircments of
this Act are satisfied before the third-party effectiveness of
a prior security right ceases in accordance with subsection
(1), the security right continues to be effective against
tttird parties under this Act from the time when it was
rnade effective against third parties under the prior law.

(4) If the third-party effectiveness requirements of
this Act are not satisfied before the third-parry
effectiveness of a prior security right ceases in accordance
with subsection (1), the prior security right is effective
against third parties only from the time it is made effective
against third parties under this Act.

93. (l) The time to be used for determining priority
of a prior sectrity right is the time it became effective
against third parties.

(2) The priority of a prior security right is determined
by the prior law if-

(a) the security right and the rights of all competing
claimants arose before the coming into force of
this Act; and

(b) 
H'",U:1fl,rffi',;ililT#i#i:,'1frl:117

(3) The priority status of a prior segurity right has
changesonlyif- 

r ! P r

(a) it was effective against third parties at the time
when this Act came into force and ceased to be

Third-party
effectiveness of
a prior cecurity
right.

Priority of a
prior security
right.
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cffoctive against third portics as provided in
scction92.(1Xa); s

O) it was not e&ctive agEinst third parties undcr
&e pnslaw atttr tirne whpn this Actcame into
fote, and bccamo effectivd against thid parties
underthis Act.

9a. Ihelaws sctotrt in the Schedule arc amended as csuastcdd

sp"rifin in oat scrpaure ff*
SCHEDTITE (0.*l)

Ihe rcveral laws opocifrod in tlre first column of the Schedule are
anrodcd, in the provieims spoeifiod in &e second column th€rcof, h the
monmr rcrpec*ively specifred in the tbird column.

Writtcnlow - Prwisbn Anenfunent

TtE Chattcls
Transfer Act
(Cep.2t).

The Agricuttural s.2
Finarce
Corpmation Act
(Cap.323)

s.20(3)

Thc Stmrp Duty s.3l
Act (Cap.480).

$.38

Repeal.

In the defrnition of ttn =exlression
"mortgage" insert the word$ "security
right 'after the wofd "lien".

Delete Brrd substitute therefor the
followrng new $ub section-

(3) In addition to the,&ction prcscribed
by'subeection (2), thc Genoral Manager-

(a) may rcgister a notice under tlre
Movable Pnoperty Security Rigtrts
Act to make a security right in
movable propcrty effective against
third parties; and

(b) $hall, upon r€payment of the loan
and atl intercst due on it, registor a
cflnoellation notice in accordance
with the Movable h,operty Security
rights Act.

Delete.

Delete.
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The Hire
hrrchase Act
(Cap,507).

s.2

s.4

s.5

s.35(2)

The
Pawnbrokers
Act (Cap.529).

The Business s.4(1)
Registration
Service Act (No.
15 of 2015)

The Companies s.3
Act,2015
(No .11 of 2015).

Insert the following new paragraph
immediately after paragraph (k)

"(l) an instrument under the Movable
Property Security Rights Act, 2016;'

'Delete the definition of the word
"Registrar".

Delete subsection (1).

Delete subsection (1).

Delete paragraph (d).

Repeal.

Delete the words 'chattels transfer" and
substitute therefor the words 'osecurity
rights".

(a) in the definition of the expression
"credit sale agreement" delete the
word "interest" appearing
immediately after the word
"security" and substitute therefor
the word "right".

(b) delete the definition of the
eilpression "retention of tile
agreement" and substitute therefor
the following new definition-

"retention of tile agreement" means an
agreement for the sale of goods to a
company, being an agreement-

(a) that does not constitute a charge
on the goods; but

paid and the company is wound
up, the seller will have priority
over all other creditors of the
company with respect to the goods
or any property representing the
goods as long as it has satisfied

s.l17



907 The Movable Property Security Rights Bill,2016

the applicable requirements for
third-party effectiveness under the
law relating to movable properfy
security rights.

s.111(1) Insert the words "security right"
immediately after the words o'any charge".

s'832(3)G),*?*ilxlx -ff"r"XTt ;*fl-'.:;,.,11$
rights".

s.854(1) Delete paragraph (h).

s.882(1) Delete the words "under section 884"
appearing imrnediately after the words
"registration of a charge" and substitute
therefor the words "or a security right".

Insert the words "or security right"
imrnediately before the words "so
registered'1.

s.882(2)

s.886(1Xb)

s.886(2)

s.889(1)

Insert the words "or security right"
immediately after the words "the charge".

Delete the words "of charges"
appearing immediately after the words
"rglevant register".

Delete the words "of charges"
appearing immediately after the words
"relevant register".

Delete and substitute therefor the
following new subsection-

(1) If a company creates a charge or a
security right, the charge (in so far as any
security on the property or undertaking of
the company is conferred by it) or a

security right is void against-
(a) a liquidator of the company;

(b) an administrator of the company;
and

(c) a creditor of the company, unless
the requirements of the applicable
laws for the charge or security right
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s.889(2)

s.889(3)

s.890(1)

$.891(l)

s.891(2)

8.w(5)

s.975(3)

to become effective against third
parties have bren satisfied.

Insert the words "or security right"
immediately aftpr the word "charge".

Inscrt the words "or sccurity right''
immediately before ths words "becomes
Yoid",

Delete and substitutc therefor the
following new subsection-

(1) A company shall keep n copy of
every document creating-

(a) a charge that is required to be
registered under this Part; and

(b) a security right created under the
Movable Property Security Rights
Act,

lnsert the words '*and security
agrcements" imrnediately before the words
"and fEord".

Insert the words "and security rights"
irnrnediately after the words '!all charges"
in paragraph (a);

Insert the words 'nor the security righf'
imm€diately after the words "the chargs'
in paragraph (b).

Insert the words "and sccurity rights"
immediately after the word "charges".

Delete paragraph (e) and substitute
thercfor thc following new paragraph-

(e) in rclation to each existing charge or
security right on property of the
foreign company ttrat would be t
security right subject to the
Movable Property So*ity Rights
Act if the foreign csmpany were o
compny formed arrd registered
under ttris Act, tho docunrcnts that
wotrld be required to bc lodged for
regisf,nation in relation to a charge
or fr sccurity right under the
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I

s.1007Q)

The Insolvency $.2
Act,2015
(No.lE of 2Ol5).

s.205

s.229(1)

s.229(2\

Movable Pnoperty Sectuity Rights
'Act; and

Insert the words "and seeurity rights"
appearing immediately after the words
"register of charges".

Delete the word "intertst" appgaring
immediately after the word "security" and
substitnte therefons the word "right" in the
definition of ttre exprcssion "conditional
sale agreerment".

Delete ttre definition of the expression
"retention of tile agrEement" and
substitute therefor tlrc following new
definition-

"retention of title agreement" ilreans an
agreement for the sale of goods to a
company, being an agreement that does
not constitute a chargs on the goods; but
under which, if the seller is rmt paid and
the company is wound up, the seller will
hsve priority over all otlrer crpditors of the
company with respect to the gmds or any
property representing the goods as long as
it has satisfied the applicable requirements
for third-party effectiveness under the
Movable Property Security Rights Act.

Delete and substitute therefor ttre
following new section-

205. A charge or a securiry right given
by the bankrupt under an agrmrnent to
give thc charge or crcate a security right
that was made or rnade effective agains,t
third parties before the two ]rears
immediately before the bankruprcy is not
liable to be cancelled under section 200.

Insert the words "or security right"
immediately afrcr the word "charge".

Inqert the words "or a copy of the
rcgistration with respect to a security
right" in paragraph (c) immediately after
the bracket and before the sernicolon.

Insert the words "or security right'
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s.231(1)

s.231(4)

s.294(2)

s.325(2)

s.371(4)

s.482(3)

s.487(1)

s.498(2)

s.498(3)

s498(7)

immediately after the word "charge" in
paragraph (d)"

Insert the words "or security right"
imrnediately after the word "charge".

Insert the words "or collateral subject to
a security right" immediately after the
word "charge".

Delete the word "pledges" and
substitute therefor the words "creates a
security right".

Insert the words "or security right"
immediately after the word "charge"
appearing in sub-paragraph (e) (v).

Insert the words o'or security right"
immediately after the word "charge".

Delete and substifute therefor the
following new subsection-

(3) However, the costs of execution are
a first charge or security right on the goods
or money so delivered, and the liquidator
may sell the goods, or a sufficient part of
them for the pu{pose of satisfying the
charge or security right.

Delete the words "personal property"
appearing in paragraph (a) and substitute
therefor the words "movable property".

Delete the word "pledged" appearing in
paragraph (0 and substitute therefor the
words "created a security right".

Delete the word "pledged" and
substitute therefor the words "creation of a
security right".

Delete and substitute therefor the
following new subsection-

(7) If property is pawned, encurnbered
by a security right or disposed of in
circumstances that constitute an offence
under subsection(2xfl, a person who takes
in pawn or security right, or otherwise
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receives, the property knowing it to have
been pawned; encumbered bt a security
right or disposed of in such circumstances,
commits an offence.

s.449(2) Delete the word "charge" appearing in
paragraph (a) and substitute therefor the
words "created a security right".

s.507(3) Delete and substitute therefor the
following new subsection-

(3) In particular, the Court may-
(a) provide for the liability of any

person under the order to be a
charge or security right-
(i) on any debt or obligation due

from the company to the

(ii) on any mortgage or charge or
any interest in a mortgage or
charge on assets of the
company held by or vested in
the person, or any other person
on the person's behalf, or any

- - -' ' nLe from or through theassrgr
person liable, or any person
acting on that person's behalf;
and

(b) from time to time make such furttrer
order as may be necessary for
enforcing a charge or security right
imposed under paragraph (a).

s.535(2) Delete and substitute therefor the
following new subsection-

A) For the purposes of subsection
the priority of a floating charge shall
deterrrined in accordance with
Movable Property Security Rights Act.

s.6I2(4) Delete and substitute therefor
following new subsection-

(1),
be

the

the
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s.650

s.675(4)

s.675(7)

s.676

s.685(l)

(4) Ttle Movabh Property Security
Rights Act detennines wlrcther orp
floating clmrge is prior to armttrer for the
purposes of this section.

Delete.

Delete the words "pledging" appearing
in paragraph (f) and subetitutc ffrcrefor tttc
following words "creation of & sccurity
right".

Delete ard substitute tlrcrefor thc
following new subtection-

(7) If a per$on palvns, crtf,tcs a seeurtty
right or disposes of sny proFeny of a
company in circumstnrrces that would
constitute an offence uu&r subf,cetion (2)
or (3), each perton who takes in pawn or
security right, or othemise rpceives, the
property knowing it to be pawnd,
encumbered by s security right or disposd
of in circumstarrces that-

(a) would, if a rmratorium wEnE

obtained for within the twclve
rnonths begrnning with thc dsy otr
which ffrc pawning, crcatiom of a
security right or disposal took
place, eonstitute an o'ffemce un&r
subsectiom (2h or

(b) constitnt€ an offerre ur&r
subsmtion (3), cornrnits alt
offerrceo

Delete.

Insert tIrc wotds "or seeutpd"
iffinediately after the word *n*ged"
appearing in psragraph (0 (ii).
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MEMORAITTDIJM OF OBJECTS AI{D REASONS

. Ttre purpose of this 3itt, is to provide for the use of movable property
as collateral for credit facilities, to establish the Office of the Registrar of
security rights, to promote consistency add cetainty in secured financing
relating to movable assem, to enhance the ability of individuals and
entities to access credit using movable assets and to est4blish a Registry to
facilitate the registration of notices relating to security rights in movable
assets.

Part I (Clauses l-5) provides for preliminary matters including the
short title, inrcrpretation, objects and scope of application. The proposed
Bill shall apply to every transaction that secures payment or performance
of an obligation without regard to its form and to the person wh6 owns the
collateral, specifically, the Bill applies to a chattel mortgage, credit
purchase transaction, crredit sale agreement, floating and fixed charge,
pledge, tnrst indenture, trust receipt, and any other transaction that securcs
payment or performance of an obligation. The proposed Bill shall not,
however, apply to security rights in book-entry securities under the
Cental Depositories Act, a security right in a vessel including a mortgage
right subject to the Merchant Shipping Act, a security right in an aircraft
subject to the.Civil Aviation Act or any lien, charge or other interest
created by law.

Part II (Clauscs 6-14) provides for the creation of a socurity right by
recognizing that a security agreement must be in writing in order to have
any legal effect.It furttrcr recognizes that a security right in a receivable is
effective between the granfor and the secured creditor and as against the
debtor of the receivable despite an agneement limiting the.grantor's right
to create a securifl right entered into between the grantor and the debtor of
the receivable or any subsequent secured creditor.

Part m (Chuses 15 -1E) provides that for a security right in any
movable property to be effective against a third pffiy, a notice with
reslrect to such security right must be registered with the Registrar.

Part w (Clauses t'9-37) provides for the establishment of a Regrstry
in which notices relating to security rights may be registered. The Bill sets
out the procedure for registering such notices and any subsequent
amendments. Further, the Bill provides that a notice for the regisfiration of
a security rights must be in the English language and may be effective for
a period of not more than ten years which may however be extended.

Part V (Clauses 38-55) provides for priorities among competing
security rights. This Part also recognizes that a grantor rnay use single
collateral to create'more than one security right, however, in the event of a
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conflict, pnority of such a security right is determined in the order in
which the notices relating to security rights were registered.

Part VI (Claues 56.U) sets out the rights and obligation of the
parties to a secured transaction. The Bill recognizes that a grantor or a
secured creditor in possession of collateral must exercise reasonable care,
with an obligation of the secured creditor to return it to the grantor upon
full satisfaction of the secured obligation.

Part VII (Clauses 65-7t) provides for the enforcement mechanisms
that the panies to a security agrcement may exercise upon default. The
Bill provides that the secured creditor rnay sue for the r€covery of the loan
facility or exercise the right of sale upon giving notice to the grantor who
may exercise his or her right of redemption before the final disposition.

Psrt Vm (Chusedr9-E7) provides for the nrles that dercrmine the
applicable law in case some aspects of the secured transaction, such as the
location of the grantor or the collateral have a relation to a foreign country.

Part tX (Clauses E9-93) provides for the general provisions
including the power of the Cabinet Secretary to prescribe regulations.

Part IX (Clauses %132) contains consequential amendrpnts to
various laws which will be affectcd by the enacftnent of the proposed Bill.

The Schedule contains amendments to various Acts

The Bill does not contain provisions limiting rights and fundamental
freedoms and it is not a Bill concerning counties within the meaning of
Article 110 of the Constitution.

The enactment of this Bill strall occasion additional expenditure of
public funds which will be provided for through the annual estimates.

Dated the l6th November,20l6

ADENDUALE,
I*ader of Majority Party.






