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PROCLAMATION No, | 14772019
"A PROCLAMATION TO PROVIDE FOR
MOVABLE PROPERTY SECURITY RIGHT

WHEREAS, modern secured transactions
system enables individuals and entities to use
their movable assets nas secwurity for credit
generating new productive capital, expands
investments, creates more job opportenity,
increases production and produetivity, fosters
access to and weage of financial products and
services, creates opportunity to expand banking

services to rural areas;

WHEREAS, it is necessary to provide for the
creation of secutity right in movable property.
ensure their publicity and effectiveness through
efficient enforcement mechanisms;

WHEREAS, establishing single comprehensive
electronic  registration regime for secured transactions
in movable properly (o delermine pricrity right among

competing ¢laimants s necessary;

NOW, THEREFOR, in accordance with Article
55(1) of the Federal Democratic Republic of
Ethiopia Constitution, it is hereby proclaimed as
follows:

i e o, LA
Megarit G P.O.Box 80001
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PART ONE
GENERAL PROVISIONS

1. Short Title
This Proclamation may be cited as “Movable

Property Security Right Proclamation MNo.
1147/2019. '
2. Definitions

In this Proclamation, unless the context

otherwise requires:

1/ “accessory to immovable™ means a corporeal
asset that despite the fact that it is physically
affixed to an immovable is trested as
movable pmpe&y; '

2/ “acquisition security right” means a security
right” in a corporeal asset or intellectual
property, which secures the ebligation to pay
any unpaid portion of the purchase price of
the asset or other credit extended to enmble
the grantor to acquire right in the asset to the

extent the credit is used for that purpose;

3/ “business” means a business specified under
the Commercial Code of Ethiopia;

4 “cortificated secarily™ @ ‘document
evidemcing swnership of share or bond
regictored in e aame affghevholdey.or issued
to abeaver;

5/ “Coltateral Registry™ micans an electronic

system for reestving, Storing and making
Mﬂhmllﬁfmm

6/ “Collsteral Megistyy @l
office established t» smxzye (he w
Registry;
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7/ “competing claimant” means a creditor of a
grantor or other person with right in the
collateral that may be in competition with the
right of a secured creditor in the same
collateral; :

8/ “consumer goods™ means goods primarily
used or intended to be used by the grantor for

personal, family or household consumption;

9/ “control agreement”means:

a) with respect to electronic securities
means an agreement in writing among the
issuer, the grantor and the secured
creditor, according to which the issuer
agrees to follow instruction from the
secured creditor with respect to the
securities without further consent from
the grantor; or |

b) with respect to right to payment of funds
credited to a deposit account ‘means an
agreement in writing among the financial
institution, the grantor and the secured
creditor, according to which the financial
institution agrees to follow instruction
from the secured creditor with respect to
the payment of funds credited to the
deposit account without further consent
from the grantor;

10/ “corporeal asset” means any type of goods
incloding meoney, negotiable  instrument,
negotiable  documents and certificated
securities;

11/ “debtor™ means a person that owes payment
or other performance of a secured obligation,
wherhe; or not that person is the grantor of the
security rtight securing payment or other
performance of that obligation, including a
guarantor of & secured obligation;
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I8/ Vi, 2440 QA8 “TAd- P-Fadlail 12/ “debtor of the receivable” means a person
LA Ponhid i 2L PAIME O QP that owes payment of a receivable, including a
AYA: hee Ph PPYE wfe NU-a-FT guarantor or other person secondarily liable
L2E PiPUY AA A0 Paald o s for payment of the receivable;

T e 4841 “Ip-F hiah Al el 13/ “deposit account” means an  account
T30 A e (1614) 4. g (1-Fnn- maintained by a financial institution authorized
P LEIN LT @fP PR Tad) o to receive deposit from the public:

Thl “owogd " ™A WPes heEde ppet 14/ “equipment”™ means a corporeal asset other
e PP on e daaa (1P than inventory or consumer goods that is
Arvdmr PPl oLy Amd el primarily used or intended to be used by
¢ Pl ﬂ"l‘_",'.' Char PN S the grantor in the operation of its business;

- f & L] i - F = I

T2 WARFELHh AT AT RAh T 15/ “electronic securities” means shares and
Py 07 & K 2 B T Poy A ﬂ4 AT bonds registerﬂd and transferable
ATy FACFLTS- hhﬁi"‘.‘"&*'&‘ G TRt L o electronically bult not represented by a

certificate:

%) “PI0CS ?"'E'f""f.'" ok PlldeA o eee 16/ “farm products” include but not limited to
(emAlPd AL L4 LT ORLT CLOPA crops grown, growing or to be grown;
AT 235 PR3 avn AT PO fnres!:_,__._timber and other wood products:
AT PUOARTT MIC: PHIS PAC * livestock, bom or unbom, bees and poultry

' ' and the duce and progeny thereof]
BCANs AMICT /i TR AR Lo \ pr: E ! -
supplies used or uced in 8 i
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by which a lessor provides a lessee against
payment of mutually agreed installments
period with the use of
specified capital goods under which the
lessor shall retain full ownership sigie en
the capital goods during the period of the
lease agreement, and, subject o agrocmet
between the two parties, the iessee may
have an opiion to purchase the capital good
after the termination of the lease

period at an agireed price.

over a specified

outright
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18/ “future asset” means a movable property,
which does not exist or which the grantor
does not have right in or the power to
encumber at t};e time the security agreement
is concluded;

19/ an additional

“future advance” means
credit where the secured creditor provides in
the future to the debtor under the existing

credit agreement;

20/ *grantor” means a person that creates a
security right to secure either its own
obligation or that of another person; a buyer
or other transferee, lessee, or licensee of the
collateral that acquires its right subject to a

security right;

21/ “hire-purchase™ means a type of leasing by
which a lessor provides a lessee with the use
of a specified capital goods, against
payment of mutually agreed instalments
over a specified period under which, with
each lease payment, an equal percentage of
the ownership is transferred to the lessee
and, upon effecting of the last payment, the
goods shall

automatically be transferred to the lessee;

ownership of the capital

22/ “incorporeal asset” means all types of

movable property other than corposeal
assets that shall include receivables, deposit
accounts, intellectual property right;

23/ “intellectual property” means will have a
meaning that is given to it in the intellectual
property law;

24/ “inventory” means corporeal assets held by
the grantor for sale or lease in the ordinary
course of the grantor’s business, including

raw and semi-processed materials;
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25/ “mass or product” means corporeal assets

that are so physically associated or united

" with other corporeal assets that they have
lost their separate identity;

26/ “money” means bank notes and coins
which are legal tender issued and minted
by the Mational Bank of Ethiopia; and
notes and coins which are legal tender in
any country outside Ethiopia as to which
the National Bank of Ethiopia has declared

1o be acceptable for payment in Ethiopia;

27/ “moveable property” includes inventories,

agricultural products, incorporeal assets,
corporeal assets, the right to use land unless
prohibited by pertinent laws; a security right
under a hire-purchasc agreement, security
deed.

gonsignment, mortgage of a business, sale

Lrust trust = receipt. commercial
with ownership reserved, sale with right of
redemption, security rights in certificated
securities, and security rights in warehouse
receipts, motor vehicle, trailer, agricultural
machinery, construction machinery,

industrial machinery, and other properties

excluding land, house and building.;

28/ “pegotiable dosmment” includes a
document, such as a bill of lading, way-
bill, voucher or a warehouse receipt for
goods warehoused that represents a right to

. delivery of corporeal assets and may be
transferred by negotiation;

29/ “negotisble instrument” includes a bill of

exchange, promissory note and other
insiruments except check issued to bearer,
specified name or order;
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30/ “non-consensual  creditor” means a
creditor that has' obtained ‘a right in the
colfateral, on ‘the basis of a couft order or
applicable !aw;‘,

31/ “nofice” includes an initial notice, an
amendment notice or a cancellation notice
submitted to the Collateral Registry by the
secured creditor or other authorized person

under this Proclamation;

32/ ”uﬁerating lease” means a type of
leasing for a period of tirﬁe not exceeding
two years, by which a lessor provides a
lessee against payment of mutually agreed
rent with the use of specified capital goods
that the lessor has at hand;

33/ “prior law”‘.mcans the law ip force before

the entry into force of this Proclamation:

34/ “prior security right” means a right
covered by a security agreement entered
into _befbré the entry into force of this
Proclamation;

33/ “pnss.miun” means the actual possession
of a corporeal asset by a person or its
representative, or constructive possession by
an independent person that acknowledges
holding it for that person,

36/ *“proceeds” means whatever is received In
respect of the collateral, including what is
received as a result of sale or other disposition
or collection, lease or licence of the collateral,
fruits, insurance proceeds, claims arising from
defects in, damage to or loss of the collateral,
and proceeds of proceeds;
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37/ “receivable” means a right to payment of a
monetary obligation, excluding a right to
payment evidenced by +a negotiable
instrument, & right to payment of funds
credited to a deposit account and a right to
payment under security;

38/ “recognized market” means a market in
which prices are stated publicly arud.*’l::rri

presumed to be commercially reasonable;

39/ “registrant™ means the person who submits
the prescribed registry notice form to the

Collateral Registry;

40/ “Registrar® means a person to be appointed
by the government to supervise and administer

the operations of the Collateral Registry:

41/ “records® means the information in all
registered notices stored by the Collatersl
Registry, consisting of the records that are
publicly accessible and the records that have
been archived;

42/ “secured creditor” means a person that has

a security right or non-consensual creditor.

43/ “security agreement” means an agreement,
regardlcss of whether the parties have
denominated it as a security agreement,
between a grantor and a secured creditor that
provides for the creation of a security right;

44/ “security right™ means a property right in
movable property that is created by an
agreement to secure payment or other
performance of an obligation, regardless of
whether the parties have denominated itas a
security right, and regardless of the type of
property, the status of the grantor or secured
creditor, or the nature of the secured

obligation;
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" 45/ “serial mumber” means the serial number

located on the chassis or body frame;

46/ “serial-numbered collateral” means a

vehicle, trailer,

motor agricultural

machinery, construction machinery or
industrial machinery and others that have a
seriall number permanently marked on or
attached by the rn.anuf'acturer;

47/ “person” means natural or legal person.

48/ a expression in the -masculine gender

includes the feminine.

3. S{_:qne of A[_mlicﬂtiun

I/ This Proclamation shall apply to rights in
movable property created by agreement that
secure payment of credit or other performance
af an obligation.

2/ This Proclamation shall not apply to:

i a) security right in securities traded on

exchanges;

b) a ~mortgage of a ship with all
accessories required for its use subject
to the Maritime Code;

¢) an interest in. an aircraft subject to the
registration by the Ethiopian Civil
Aviation Authority; and

d) except as otherwise provided in this
Proclamation, a lien or other interest
given by law; and

€) security right in proceeds of collateral if
the proceeds are a type of asset that is
outside the scope of this Proclamation
to the extent that other laws applies to
security right in those types of asset and
governs the matters addressed in this

Proclamation.
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3/ This Proclamation shall not prevent creation
of an encumbrance in gccessories to
immovable under imimovable property law.

PART TWO
CREATION OF A SECURITY RIGHT

4. Creation of a Security Right by Agreement
and its Elements

I/ A security right shall be created by a security
agreement, provided that the grantor has right
in the asset to be encumbered or the power to

encumber it.

2/ A lessee under a hire-purchase may crcate a
security right in capital goods but the
maximum amount realizable under the

security right is limited to the goods value in

excess of the amount owed to the lessor.

3/ MNotwithstanding to Sub-article (1) of this
Article, security agreement may provide for the

ereation of a security right in a future asset,

4/ A security right may encumber and continue
in an accessory to movable or immovable,
and a security right is not extinguished by an
affixation of the accessory to movable or
immovable property.

5/ A security agreement shall be evidenced by a
writing that is signed by the grantor, and:

a) identify the secured creditor and the
grantor;

b} describe the secured obligation; and

c) describe the collateral as provided in
Article 6,
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5. Obligations That mav be Secured

A security right may secure one or more
~ obligations of any type, present or future,
determined or determinable, conditional or

unconditional, fixed or fluctuating.

. Description of Collateral and Secured

Obligation
1/ The collateral and secured obligation shall be
described in the security agreement in a manner
that reasonahly allows their identification.
2/ A description shall reasonably identify the
collateral by specific listing, category. a type
of collateral, or quantity.

3/The secured obligation may be described as all
obligation currently owed and to be incurred
in the future, generically or specifically,
including by a reference to the maximum

amount secured by the security right.

7. Right to Proceeds

I/ A security right in an asset shall extend to its
identifiable proceeds.

2/ Where proceeds in the form of funds credited to
a deposit account or moncy are commingled
with other assets of the same kind:

a) the security right extends to the
commingled assets, notwithstanding that
the proceeds have ceased to be
identifiable;

by the security right in the commingled

assets is limited to the amount of the
proceeds immediately before they were

commingled; and
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¢) if at any time after the commingling, the
amount of the commingled funds or money
is less than the amount of the proceeds
immediately before they were commingled,
the sc(:uritg; right in the commingled funds
or money is limited to the available balance
at the time of the claim.

8. Corporeal Assets Commingled in a Mass or
Product

A security right in a corporeal asset that is
commingled in a mass of assets of the same

kind or product extends to the mass or product.

9. Contractual Limitations on the Creation of

a Security Right

I/ A security rnight in a receivable is

effective as between the grantor and the
secured 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 subseguent secured creditor;

2/ Nothing in Sub Article (1) of this Article
affects any obligation or liability of the
grantor for breach of the agreement
referred to in that Article, but the other
party to the agreement may not:

a) avoid the contract giving rise to the
receivable or the security agreement
on the sole ground of the breach of

that agreement;or

b) raise against the secured creditor any
claim the party may have against the
grantor as a result of that breach.
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This Article applics only to recéivables

arising from:

a) a contract for the supply or lease of
goods or services other than financial
Services;

b) a construction contract or a contract
for the sale or lease of immovable
property; and

¢) a contract for the sale, lease or licence

of intellectual property.

A security right in a right to payment of
funds credited to a deposit account is
effective notwithstanding an agreement
between: the grantor and the financial
institution

limiting in any way the

grantor’s right to create a security right.

10. Personal or Property Rights Securing or
Suppoerting Payment or Other Performance

11

1/ A secured creditor with a security right in

2/

an incorporeal asset or a negotiable
instrument has the benefit of any personal
ot property right that secures or supports
payment or other performance of the
collateral without a new act of transfer.

If the right referred to in Sub Article (1)
of this Article is transferable only with a
new act of transfer, the grantor is obliged
to transfer the benefit of that right to the

secured creditor,

Corporeal Assets Covered by Negotiabie

Documents

A

security right in a negotiable document

extends to the corporeal asset covered by the

document.
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12. with R
Int ua

Which

A security right in a corporeal asset with

i respect to which intellectual property is used
shall not extend 1o the intellectual property and
a security right in the intellectual property shall
nol extend to the corporeal asset.

PART THREE

EFFECTIVENESS OF A SECURITY RIGHT
AGAINST THIRD-PARTY

13. Methods veness of Security Right
Against Third-Party

A security right in movable property shall be

effective against third parties if:

1/ a notice with respect to the security right is
registered in the Collateral Registry by the
secured creditor;

2/ the secured credilor has possession of the

corporeal asset that is money, negotiable
documents  and
certificated securities or subject to Article 56 or.

instruments,  negotiable

3/ the secured creditor has acquired control over
the right 1w payment of funds credited to a
deposit account or an electronic security.

14. Effectiveness of Security Right in Proceeds,
s and s A i

1/ If a security right in an asset is effective
against third parties, a security right in any
proceeds of that asset arising under Article
7 is effective against third parties without
any further act by the grantor or the
secured creditor if the proceeds are in the
form of money, receivables, negotiable
instruments or rights to payment of funds
credited to a deposit account.
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2/If a security right in an asset is effective
against third parties, a security right arising
under Article 7 in any type of proceeds
other than the types of proceeds referred to
in Sub Article (1) of this Article is
effective against third parties:

a) for ten working days after the proceeds
arise; and

b) thereafter, only if the security right in
the proceeds is made effective against
third parties by one of the methods
applicable to the relevant type of
collateral before the expiry of ten
working days.

3/ If a security right in a corporeal asset is
effective against third parties, a security
right in a mass or product to which the
security right extends under Article 8 is -
effective against third parties without any
further act.

15. Changes in the Methods of Security Right

for Achieving Third-Party Effectiveness
A security right continues to be effective against

third parties despite a change in the methods for
achieving third-party effectiveness, provided
that there is no time gap when the security right
is not effective against third parties.

16. Transfer of a Security Right
1/ If the secured creditor transfers a security

right or a part of it, it 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.
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17. Right to Payment of Funds Credited te 8

Deposit Aceount

The secured creditor a-::quir;:i control over a
right to payment of funds credited to a
deposit accqunt;

1/ upon the creation of the security right in

favour of the financial institution:

2/ upon the conclusion of a control

agreement; or

3/ when the secured creditor becomes the

deposit account holder.

18. Negotiable Document _and Corporeal
Assets Covered by that Document

S 1f a securily right in a negotiable
document is effective against third parties,
the security right that extends to the
corporeal asset covered by the document
is also effective against third parties.

2/ During the period when a negotiable
document covers a corporeal asset, a
security right in the asset may also be made
effective against third parties by the secured
creditor’s possession of the document.

19, Electronic Securities

The secured creditor acquires control over an

electronic security upon:

1) the notation of the security right or entry
of the name of the secured creditor in the
books maintained by or on behalf of the
issuer for the purpose of recording the
name of the holder of the securities; or

2) the conclusion of a control agreement.
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PART FOUR
COLLATERAL REGISTRY

20. Establishment of the Collateral Registry
Office -

The Collateral Registry Office shall be
established by re_gulation.
Establishment ¢f the Collateral Registry
The Collateral Registry shall be established
for the pUrposes .uf receiving, storing and

21.

rasking information accessible to the public
in registered notices with respect to security
right and right of non-consensual creditors.

22. Grantor’s Authorization for M‘ fration

Security Right

I/ Registration of notices in the collateral

' registry will be conducted by the secured
creditor or an authorized representative.

2/ Registration of an initial notice s

ineffective unless authorized by the.

grantor in writing.

3/ Registration of an amendment notice that
adds collateral not covered in the security
agresment is ineffective unless authorized
by the grantor in writing.

4/ Registration of an amendment notice that
adds' & grantor is ineffective unless
authorized by the .additional grantor in

Writing.

5/ A writtenl security agreement is sufficient
to constitute authorization by the grantor

for the registration of a notice.

6/ In acﬁnrdunce with sub-article (5) of this
Article, the Collateral Registry may not
| require evidence of the existence of the

grantor’s authorization.
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23. One Notice Sufficient for Security Rights

24,

Under Miiliigle Security Agreements

The registration of a single notice may relate
to security rights created by the grantor under
one or more than one securily agreements

with the same secured creditor.

Public Access

I/ Any person may submit a notice to the
Collateral Registry. if that person has
established a user account  with the

Registry; and has paid fee that shall be

prescribed by directive.

2/ An amendment or cancellation notice may
be  submitted

and by

only through the user

account the person that is
authorized to submit such notice under

this Pan.

3 Any person may submit a search request
to the Collateral Registry, if that person

uses the prescribed search request form.

4/ If access is refused, the Collateral
Registry shall communicate the reason to

the registrant or searcher without delay.

. Rejection of the Registration of a Notice or

a Search Request

I/ The Collateral ‘Registry shall reject the
registration of a notice or a search if no
information is entered in one or more of

the required designated ficlds.

2/ Except as provided in Sub Article (1) of
this Ariicle, the Collateral Registry may
not reject the registration-of a notice or a

search request.
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3:" If the reglstratmn nf a notice or a search
request is rejected, the Collateral Registry
shall ‘communicate the reason to the

registrant or searcher without delay,

26. No Verification by the Collateral Registry
Office

The Collateral Registry Office may not
conduct any scrutiny.of the content of a

notice or search request.

27. Information Required in an Initial Notice
1/ An initial notice shall contain the

following information in the relevant
designated field:

;‘} the identifier and name of the grantor
in accordance with Article 28:

b) the identifier 'of the secured creditor
or its representative in accordance
with Article 29;

¢) ‘an address of the grantor and the
secured creditor;

d) a description of the collateral in
accordance with Article 30;

e) the period of effectiveness of the
registration; and

.f} :in}r other information to be
prescribed in the directive collected
for statistical purpose 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. Grantor Identifier
1/ Where the grantor is a natural person:

a) the grantor identifier is the unique
identification number as prescribed in
the directive; an
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b) the grantor name is the name as it
appears in the most recent relevant
official document issued to a citizen of
Ethiopia or valid passport in case of
natural persons who are not citizens of
Ethiopia.

2/ Where the grantor is a legal person:

a) the grantor identifier is the unique
identification number as prescribed in
the directive, and

b) the grantor name is the name that
appears in the most recent document

or law constituting the legal person.

29, Secured Creditor Identifier

I/ Where the secured creditor is & natural
person, the secured creditor identifier is the
name of the &secured creditor or its

representative as prescribed in the directive.

2/ Where the secured creditor is a legal person,
the secured creditor identifier is the name of
the secured creditor or ils representative as
prescribed in the directive.

30. Description of Collateral
I/ The assets encumbered or to be

encumbered shall be described in a notice
ina  manner that reasonably allows
their identification.

2/ A description that indicates that the
collateral consist of all of the gramtor’s
movable property of all of the grantor’s
movable property within a particular
category or a description by quantity or
computational formula satisfies the
standard of Sub Article (1) of this Article.
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notice does not imply or represent that the
grantor presently or in the future will have

right in the asset.

5/ Serial-numbered collateral
described by a serial number? the make,
and the name of manufacturer, unless it is
held as inventory.

3i. Time of Effectiveness of the Registration

shall be

of a Notice
I/ The Collateral Registry shall assign a

unique registration number to a registered
initial notice and associate all registered
amendment or 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 of

the Collateral Registry so as to be
accessible to searchers.
3/ The Collateral Registry shall enter information
in a notice into its records without delay afler
the notice is submitted and in the order in

which each notice is submitted.
4/ The Collateral Registry shall record the

date and time when the information in a

notice is entered into its records so as fo

be accessible to searcher.
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32. Period of Effectiveness of the Registration

of a Notice

1/

3/

4/

The registration of an initial notice shall be
effective for the period of time indicated by
the registrant in the designated field of the
notice that however may not exceed ten years.

The period of effectiveness of the
registration of an initial notice may be
extended only within six months before its
expiry by the registration of an amendment
natice that indicates in the designated ficld a
new pericd that may not &xcaed/tan Years.
The period of eﬁeﬂiveﬁ%s of the
registration of an initial notice may be
extended more than once.

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

33. Obligation to Send a Copy of 8 Registersd
Notice

1/

3

Without delay after the registration of a

Registry shall
provide to the registtant a copy of the

notice, the Collateral

information in a registered notice.

The information in a registered notice
shall indicate the date and time the
registration became effective and the

registration number.

Within ten working days after the registrant
receives a copy of the information in the
notice in accordance with Sub Article (1) of
this Article, the registrant shall send it to the
person idemtified in the registered notice as
the grantor.
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34, Right to ftegiéter an  Amendment or
Cancellation Notice

1/ subject to Sub Article (2) of this Article,

the person identified in a registered initial
notice as the secured creditor may register
an amendment or cancellation notice
relating to that notice.

2/ Upon registration of an amendment notice
changing the person identified in a registered
initial notice as the secured creditor. only the
person identified in the amendment notice as
the secwred creditor may register an
amendment or cancellation notice.

3 The registration of an amendment or
cancellation notice is ineffective unless
authorized by the person identified in the
registered initial or amendment notice as

the secured creditor.

35. Information Reguired in_an Amendment

and Cancellation Notice

1/ An amendment notice shall contain in the

relevant designated field:
a) the number
assigned by the Collateral Registry

unique registration

pursuant to Article 31(1) ; and

b) the information to be added or

otherwise modified.

2/ An amendment notice may relate to one
or more than one item of information in a
registered notice.

3/ A cancellation notice shall contain in the
designated field the unique registration

~ number assigned to the registered initial
notice to which the cancellation refates.
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36.. Compulsory Mmﬂﬂn of an
Amendment or Cancellation Notice

1/ The secured creditor shall register an

amendment notice if:

- a) the registereci notice to which it relates
éontains information that exceeds the
scope of the grantor’s authorization; 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 authorized by the grantor:

b) the rcgistration. of an initial notice was
authorized by the grantor but the
authorization has been withdrawn and no
security agreement has been concluded; or

¢) the security right to which the notice

relates has been extinguished and the
secured creditor has
commitment to provide value to the

grantor,

no further

3/ In cases under Sub Articles 1(a) and (2)
(a) the secured creditor may not charge or
accept any fee or expense for complying

with its obligation.

4/ If any of the conditions set out in Sub
Articles (1) and (2) of this Article are met,
the grantor is entitled to request the
secured creditor in writing to register an
amendment or cancellation notice and the
secured creditor may not charge or accept

any fee or expense.
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5/ If the secured creditor does not comply with
the grantor’s written request referred to in
Sub Article (4) of this Article within ten
working days after its receipt, the grantor is
entitled to 3Seek the registration of an
amendment or cancellation notice through

the Collateral Registry Office.

6/ An amendment or cancellation notice in
accordance with Sub Article (5) of this
Article shall be registered by the Coliatersl
Registry Office without delay upon the
issuance of the relevant order with a copy ol
the order to the secured creditor.

37. Search Criteria
A public search of 2 record may be

conducted according to:
1/ the identifier of the grantor; or

2/ the serial number of the collateral.

38. Search Results
1/ Upon submission of a search reqguest that
satisfies the requirements of this Past, the
Collateral Registry shall, without delay,
provide a search result that
a) indicates the date and time when the
search was performed,;
b) sets forth all information in each
registered = notice that contains
information matching the search
criterion exactly; or
¢) indicates that no registered notice
contains information matching the
search criterion exactly.
2/ A search result issued by the Collateral
Registry is proof of its contents in the
absence of evidence to the contrary.
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39. Error in Required Information Entered
in a Notice.

1/ An error in the grantor identifier renders

the registration of the notice ineffective.

2/An error in the grantor identifier does not
render the registration of the notice
ineffective with respect to other grantors
eorrectly identified in the notice.

3/ An' error in' required information other
than the grantor’s identifier does not
render the registration ineffective unless
the error would seriously mislead a
reasonable searcher,

" 4/ Any error in the statistical information
prescribed by directive may not affect
the effectiveness of the registration.

5/ An error in the description of the
collateral does not render the registration
of the notice ineffective with respect to
other: collateral sufficiently described.
An error in the serial number of the
serial-numbered collateral renders the
registration ineffective as against a buyer
or lessee of that asset.

6/

40. Post-Registration Change of Grantor
ldm_ltii'!er

1/ The grantor shall notify the secured creditor
of the changes in the grantor identifier
least ten days before the change.

1If the grantor’s jdentifier changes after a
notice is registered and the secured
creditor . registers an amendment notice
indicating the new identifier of the grantor
within ten days after the change
notification is received but before the
expiry of the period of effectiveness of
the registered notice, the security right to
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which'the notice relates remains effective
against' third parties and retains the
priority it had over the right of competing

claimants before the change.

3/ If “the secured creditor vegisters an
amendment notice afler the expiration of
the time period indicated in Sub Article
{2) of this Article: -

a) the security right with respect to which
a notice is Tﬂg_iSIE_I‘Ed or which is
otherwise made effective against third
parties after the change in:the grantor’s
identifier but before the.registration of
the amendment notice, has priority over
the security right o which the
arﬁendrﬁent_ .n otice relates:

b) a person that buys, leases or licenses the
collateral after the change in the grantor’s
identifier but betore the registration of the
amendment nolice acquires its right free
of the security right to which the

amendment notice relates,

41. Pﬁst—ﬁegistrgtion Transfer of the Collateral
A security right in collateral that was made
effective against third pmies by registration
of a notice remains effective against third
parties and retains its priority over the right
of competing claimants after the collateral is
sold or otherwise transferred by the grantor to
a transferee that acquires its right subject to
the security I:igl'!t.

42,

]nts,_-g rity of Information in the C;_}]]ateral
Registry - :

I/ Without prejudice to Article 36 (6) the
Collateral Registry Office may not amend
or delete information contained in any

registered notice.
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2/ The = Collateral Registry -~ Office shall
preserve information contained in its
records and reconstruct it in the event of

loss or damage.

43. Removal of Information from _ the
Collateral Registry and Archival

1/ The

Collateral Registry Office 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 Collateral Registry Office shall
archive information removed from its
public records for ten years in a manner
that enables the information to be
retrieved by the Collateral Registry in

accordance with Article 37.

44. Limitation of Liability of the Collateral

Registry Office

Any liability that the Collateral Registry

Office may have under other laws is limited

for loss or damage caused by:

1/ an error or omission in a search result
issued to a searcher or in a copy of a
registered notice provided to the registrant;

2/ In accordance with Article 36 (5) and (6)
an error or omission in entering or failing
to enter information in the records or in
erroneously removing information from
the records;

3/ a failure of the Collateral Registry to send

a copy of the registered notice to the
registrant; or
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48,

Trrelevance of Knowledge of the Existence

of a Security Right

" Knowledge of the existence of a security

49,

0.

51.

right on the part of a secured creditor does

not affeet its priotity under this Proclamation,

Competing Security Rights in the Case of

a Change in_the Method of Third-Party
Effectiveness |

Unless otherwise provided m this Part. the
pﬁnrity of a security right is not affected by a
change in the method by which it is made
effective against third parties, provided there
is no time gap during which the security right
is not effective against third parties.

Future Advances and Future Collateral

1/ Subject to Article 55, the priority of a
security right extends: to all secured
obligations, including obligations incurred
after the:security right became effective
against third parties. -

2/ The priority of a security right covers all
collateral described in a notice registered
in the Collateral Registry, whether they
are acquired by the grantor or come into
existence before or after the time of
registration.

Priority of a Security Right in Proceeds

Subject to Article 58, a security right in
proceeds that is effective against third parties
under Article 14 has the same priority over a
competing security riéht as the security right
in the collateral frcm which the proceeds
ArNSe.
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52. Priority of Security Right in Corporeal
Assets Commingled in a Mass or Product

1/ If more than one security right extends to
commingled, goods, a security 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 cumming]ed goods.

2/1f more than one security right  in
commingled goods is effective against
third parties, the security rights rank
equally in proportion to the value of the

time it became

collateral at  the

commingled goods.

53. Priority of Security Right in Accessories to
- Immovable

1/ A security right may be created in
corporeal assets that are accessories to
immovable or may continue in corporeal

assets that become accessories to
nnmcvable, A security right, however,

may not be created in ordinary building

- materials incorporated into an immovable.

2/ A security right made effective against
third parties in an accessory to immovable
under this Proclamation has priority over
a competing right created and made
effective against third parties under other
applicable laws.

54.. Rights of Buyers or Other Transferees,
Lessees or Licensees of Collateral

1/ If the collateral is sold or otherwise
transferred, leased or licensed while the
security right in that asset is effective
against third parties, the buyer or other
transferee, lessee or licensee acquires its
right subject to the security right except as
provided in this Article.
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.2/ A buyer or other transferee of the collateral
acquires its right free -:Sf--the_ security right,
if the secured creditor authorizes the sale
or other transfer of the asset free of the
security right. |

3/The right of a 'lessee or licensee of the
collateral is-not affected by a security right
if the secured creditor authorizes the
grantor to lease or license the asset
unaffected E}f the security right. :

4/ A buyer .of corporeal collateral sold in the
ordinary 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 corporeal
collateral leased in the ordinary course of
the lessor’s business are not affected by the
security right, pmvidéd that, at the time of
the conclusion of the lease agreement, the
lsssee does wot have knowledge that: the
lease violates the right of the secured
creditor under the security agreement.

6/The rights of a non-exclusive licensee of
intellectisal ~property 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 right of the secured creditor

under the security agreement.
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77 ¥ 2 .bl..J},fer o other transferee of cnqﬁnreal
collateral ‘acquires its” rights free of a
security right, any, subsequent buyer or
other tra.lnaf'arl:e also acquires its rights free

of that security right.

8/If the nghts of a lessee ‘of a corporeal
collateral or licensee of incorporeal collateral
are not alfected by the security right, the
rights of any sub-lessce or sub-licensee are

also wnaftected by that security right,.

Righis of Non-Consensual Creditors

1/ The right of a non-consensual creditor has

priurity_ over g security i ghit if, before the
security right is made effective against
third parties, the non-consensual creditor
has registered a notice in the Collateral
Registry.

2/ If a security right is made effcctive against
third parties before the non-consensual
creditor registers a notice, the security right
has priority but that priority is limited to

gredit extended by the secured creditor;

a) within thirty working days from the time the
secured creditor received a notification from
the non-consensual creditor that the non-
conscnsual. creditor  has registered a

notification in the Collateral Registry; or

b) pursuant to an irrevocable commitment in
a fixed amount or an amount to be fixed
pursuant to a specified formula of the
secured creditor to extend credit, if the
commitment was made before the secured
creditor received a notice from the non-
.consensual  creditor that the non-
consensual creditor had registered a

notice,
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3/ A possessory lien en 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.

56, Acquisition Security Right Competing
with Non-Acquisition Secuarity Right

1/ An acquisition security right in consumer

goods, equipment, or intellectual property
has priority as against a competing non-
acquisition security right created by the

grantor provided that:

a) the acquisition secured creditor is n

possession of the asset; or

b) a notice with respect to the acquisition
security right is registered in the
Collateral Registry within seven
working days after the grantor obtains
possession of the asset or acquires a
right in intellectual property.

2/ An acquisition security right in
inventory has priority as against a
competing mnon-acquisition  security
right created by the grantor if:

-a) the acquisition secured creditor

is in possession of the asset; or

b) a notice with respect to the
acquisition  security right s
registered in the Collateral Registry
before the grantor  obtains

possession of the asset; and
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57. Competin

1/

holder

security right hotifies a secured

¢) the of the  acquisition
creditor that has registered a notice
against the collateral of the same
kind ;_'nat-; it. has or intends to obtain

an acquisition security right.

Acquisi Rights
Subject to Su_h Article (2) of this Article, the
priority . -between competing acquisition
security rights is determined according to
Article 46.

An acquisition security right of a seller,
lessor or licensor has priority over a
competing acﬁuisitinnl 5r¢cur':11}r right of a

‘gpeured creditor.

. Acquisition security Right in Proceeds

I/ Tn the case of an acquisition security right

in equipment, a security right in proceeds
has the same priority as the acquisition

segurity right.

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 instruments, or
rights to payment of funds credited to a

' deposit account.

3/The prmnty of a security ngh! in proceeds

under Sub Article (2) of this Article is

conditional on the acquisition secured
creditor notifying non-acquisition secured
creditors with a security right in the same
kind of asset as the proceeds that, before the
procesds arose, ‘the acquisition secured
creditor registered a notice in the Collateral

Registry.
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An acquisition security right in a corporeal
asset that extends to a mass or product
effective is agai}]st third parties has priority
over a non-acquisition security right granted
by the same grantor in the mass or product.

60. Suberdination of Priority Right
I/ A person may at any time subordinate the
right under this

Proclamation in favor of any competing

priority of its

claimant without the need for the
beneficiary to be a party to the
subordination.

2/ Subordination does not affect the right of
competing claimants other than the person
its  priority - and  the

beneficiary of the subordination,

subordinating

61. Negotiable Insiruments

1/ A security right in a negotiable instrument
that is made effective against third parties
by possession of the instrument has
priority over a security right in the
instrument that is madé effective against
third parties by registration of a notice in
the Collateral Registry.

2/ A buyer or other consensual transferee of
an encumbered negotiable instrument
acquires its right free of a security right
that is made effective against third parties
by registration of a notice in the Cellateral
Registry if the buyer or other consensual
transferee:

a) qualifies as a holder in due course

under the Commercial Code; or
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