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EIGHTH OLBIIL ERA KELULAU

Eighth Regular Session, October 2010 RppL No. 8-42
(Passed as Senate Bi l l  No.  8-164,  SD1,  HDI)

AN ACT

An Act to facilitate business and consumer transactions by providing uniform rules on
attachment, priorify, publicify, and enforcement of security interests in personal property
collateral, and other related ntatters.

THE PEOPLE OF PALAU REPRESENTED IN THE OLBIIL ERA KELULAU DO
ENACT AS FOLLOWS:

THE SECURED TRANSACTIONS ACT
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Section 42. Priori ty of r ights of purchasers of documents and instruments.

Subchapter F - Securify Interests in Deposit Accounts
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Section 59. Effectiveness of notice.
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Section 67. Debtor's right to redeem collateral.

Section 68. Determination of whether the secured par$' 's conduct was commercial ly

reasonable.

Section 69. Secured party's liability for failure to comply with enforcement rules.

Chapter 7 - Transit ion

SectionT0. Transit ion.

Chapter 8 - Commencement

Section 71. Effective Date.

ChaPter 1 - General Provisions

Section 2. Shprt t i t le.

This Act shall  be known as and may be cited as the "secured Transactions Act of

2011", or simply: the "secured Transactions Act."

Section 3. Purpose and construction.

(1) The purpose of this Act is to promote commerce by faci l i tat ing business and

consumer credit with respect to the attachment, perfection, and enforcement of securitl'

interests in personal property, and related transactions.

(2) If there is a conflict betlveen a provision of this Act and any other law or rule,

this Act shall govern unless the other lalv or rule specific:llly states that the other larv

governs or expressly amends the conflicting provision of this Act.

Section 4. Definitions.

In this Act, unless the context otherwise requires:

(1) "Accession" means goods that are physically united rvith other goods in a

manner such that the identity of the goods is not lost.

(2) "Account" means:

(a) A right to payment of a monetary obligation, rvhether or not earned by

performance-

(i) for property that has been or is to be sold, leased, l icensed,

assigned, or otherwise disposed of;
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(Passed as Senate Bi l lNo. 8-164, SDl,  HDI)

(ii) for services rendered or to be rendered;

(i i i ) for a policy of insurance issued or to be issuedl or

(iv) for a secondary obligation incurred or to be incurred.

(b) However, the term'(account" shall  not irrclude:

(i) rights to payment evidenced by chattel paper or an instrumentl

( i i )  cash and deposit accountsl or

(iii) letters of credit or rights to payrnent or performance under a

letter of credit.

(3) "Account debtor" means the person that is obligated on an account, chattel

paper, or other intangible property.

(4) "As-extracted collateral" means-

(a) oil, gas, or other minerals that are subjer:t to a securitv interest that:

(i) is created by a debtor having an interest in the minerals before

extraction: and

(ii) attaches to the minerals as extractedl or

(b) accounts arising out of the sale at the we,l lhead or minehead of oi l ,  gas' or

other minerals in which the debtor had an interest before extraction.

(5) "Buyer in the ordinary course of business" means a person that buys goods in

good faith, rvithout actual knorvledge that the sale violates the rights of another person in

thc goods, in the ordinary course of business from a person other than a pawnbroker in the

business of selling goods of that kind. A person buys goorls in the ordinary course of

business if  the sale to the person comports rvith the usual or customary practices in the

kind of business in which the seller is engaged or with the, seller's olvn usual or customan'

practices.

(6) "Cash proceedstt means proceeds that are money, checks, deposit accounts, and

the like.

(7) "Chattel paper" means a record that creates or evidences a debt and a security

interest in, or a lease of, specific goods.
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(8) "Commingled goods" means goods that are physical ly united with other goods in

such a manner that their identify is lost in a product or mass.

(9) "Commissiont'  means the Financial Insti tut ions Commission.

(10) "Consignment" means a transaction, regardless of the form or terminolog,v

used in the agreement, in which a person (the consignor) delivers goods for the purpose of

sale to a merchant (the consignee) that deals in goods of that kind under a name other than

that of the consignor and that is not an auctioneer, but the term excludes transactions

involving goods that are consumer goods of the deliverer.

(11) "Consumer goods" means goods used or bought for use primari ly for personal,

family, or household purposes. However, the term shall not include a motor vehicle.

(12) "Debtor" means the person that has rights in c,ol lateral, and includes the seller

of accounts or chattel paper, and the lessee or consignee o1f goods that are col lateral.

(13) "Default" means the failure to pay or otherwis;e perform the obligation secured

when due, or the occurrence of any event or set of circumtitances on rvhich, pursuant to the

terms of the security agreement, the security interest becomes enforceable.

(14) "Deposit account" means a demand, t ime, savings, passbook, or similar

account maintained with a bank.

(15) "Document" means a document of t i t le, or a rr:ceipt such as a bi l l  of lading or

lvarehouse receipt, issued by a person in the business of transport ing or storing goods.

(16) "Equiprnent" means goods that are not inventory, consumer goods, farm

products, t imber to be cut or minerals before extraction.

(17) "Entify" means a body with capacify to contr:rct other than a natural person or

a foreign entity.

(18) "Farm products" means goods produced or to be produced by a debtor

engaged in farming, other than timber, that are-

(a) crops grown, growing, or to be grown;

(b) aquatic goods produced or to be produced in aquacultural operationsl

(c)l ivestock, including the unborn;
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I

,)

a
J

4

f,

6

7

8

9

10

1 1

12

13

l 4

1 5

1 6

t 7

1 8

t 9

20

2 l

) )

23

24

25

26

) 1

RPPL No. s-42
(Passed as Senate Bi l l  No. 8-164, SDl,  HDI)

(d) supplies used or produced, or to be used or produced, in a farming

operationl or

(e) products of crops or livestock in their un-manufactured state.

(19) "Filing office" means the office established in Chapter 5 of this Act.

(20) "Fixture" means goods that are fixed or are intended to become fixed to real

property in a manner that causes a property right to arise in the goods under real property

law or the law on mortgage, but does not include building materials and readily removable

factory machines, office machines and domestic appliancers.

(21) "Foreign entity" means a body rvith capacify to contract, organized or

authorized under law other than the lalv of Palau.

(22) "Goods" means personal property that are equipment, inventory, farm

products, consumer goods, f ixtures, t imber to be cut, and minerals subject to a securif .v

interest in as-extracted collateral. The term shall  not include accounts or chattel paper,

money, documents, or instruments.

(23) "Guarantee" means a secondary obligation thrat consists of an obligation to pa1',

or an issuer's obligation to pay under a letter of credit,  and that supports the payment on

an account, chattel paper, document, instrument, or other intangible propertv.

(24) "Init ial notice" means the notice to which an amendment, continuation

statement, or termination statement may relate.

(25) "Instrument" means a negotiable instrument, including a writ ing that

evidences a r ight to the payment of money that is not i tself a security agreement or lease,

but that is a type of which is in the ordinary course of business transferred by deliveryrvith

any necessary endorsement or assignment, and the term includes a share in a company' or

a bond, if the share or bond is evidenced by a rvriting.

(26) "Inventory" means goods other than farm products that are:

(a) held or to be held for sale;

(b) leased or held for leasel or

,
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(c) raw materials, work in process, or materials used or consumed in a

business.

(27) "Lease of goods for a period greater than one year" means:

(a) a lease of goods for a stated duration of rnore than one year;

(b) a lease of goods for an indefinite terml

(c) a lease of goods for an initial term of one year or less if the lessee, rvith the

consent of the lessor, retains uninterrupted or substantially uninterrupted

possession of the leased goods for more than one year after the lessee f irst acquired

possession of the goods, but the lease does not beco:me a lease for a term of more

than one year unti l  the lessee's possession extends treyond one year; or

(d) a lease of goods for a term of one year or less where the lease provides

that it is renewable for any period that would cause the actual term of the lease to

exceed one year.

(28) "Lessee of goods in the ordinary course of business" means a person that, in

good faith and rvithout actual knorvledge that the lease is i .n violation of the olvnership

rights or security interest or leasehold interest of a third party in the goods, leases in the

ordinary course from a person in the business of leasing goods of that kind.

(29) "Lien holder" means:

(a) a person that obtains a judgment that acrknowledges or creates a debt in

that person's favorl

(b) a liquidator or receiver appointed or approved by a courtl or

(c) any other person that obtains a right in collateral by operation of larv

other than a person that holds a r ight of retention as provided in this Act.

(30) "Motor vehicle" means an automobile or truc,k that has been issued a serial

number, when held by the debtor as equipment, but not as inventory.

(31) "Notice" means a record filed or presented fon filing in the filing office.

(32) "Other intangible propertv" means any personal property other than goods,

accounts, chattel paper, documents, instruments, and money.

Page 8 of 50



1

,,

3

4

5

6

7

8

9

1 0

t 1

1 2

13

t 4

1 5

1 6

t 7

18

1 9

20

2 l

' ) )

) 1

24

25

26

1 1

28

RPPL No. R-au
(Passed as Senate Bi l l  No. 8-164, SDl,  HDI)

(33) "Proceeds" means-

(a) whatever is acquired upon the sale, lease, l icense, exchange, or other

disposit ion of col latc.ral;

(b) whatever is collected on, or distributed u,ith respect to, collaterall

(c) r ights arising out of col lateral;

(d) to the extent of thevalue of collateral, claims arising out of the loss or

nonconformify of, dcfects in, or damage to the collateral; and

(e) to the extent of the value of collateral ancl to the extent payable to the

debtor or the secured party, insurance payable by reason of the loss or

nonconformity of, dcfects in, or damage to the collateral.

(34) "Purchase" nleans to take collateral as a buyer',  a donee, a person receiving

security such as a secured party, consignor, lessor, or morrtgagee, or by anv other l 'oluntary

transaction creating an interest in property.

(35) "Purchase-money security interest" means a se:curity interest that is-

(a) taken or retained by the seller of goods to secure all or part of its

purchase pricel or

(b) taken by a person other than the seller that gives value to enable the

debtor to acquire rights in or the use of goods, if such value is in fact so used.

(36) "Purchaser" means a person that takes collateral by purchase.

(37) "Record" means information that is inscribed on a tangible medium or that is

stored in an electronic or other medium and is retr iel 'able in perceivable form. The term

includes a photocopy, facsimile copy, and electronic mail.

(38) ttsecured party" means a lender, sel ler or other person in whose favor a

securify interest is created or provided for under a security agreement, including a person

to whom accounts or chattel paper have been sold, and a consignor or lessor of goods,

including the representative of any such person or groups of persons.

(39) "security agreement" means an agreement that creates or provides for a

security interest.

Page 9 of 50
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(40) "Security interest" means a property right in collateral that secures

performance of an obligation.

(41) "Serial number" means the 17-character vehicle identif ication number assigned

by the manufacturer in accordance with standards promulgated by the International

Organization for Standardization.

(42) "Sign" 6snrr5-

(a) to physically execute a signature; or

(b) to execute or otherwise adopt a symbol, or encrypt or similarly process a

record in rvhole or in part, lvi th the present intent to identify the person and adopt

or accept a record.

(43) "Unless otherwise agreed" means unless the secured party and the debtor agree

otherwise.

(44) "Value" means the rights a person acquires-

(a) in return for a binding commitment to give credit,  whether or not dralvn

upon;

(b) as security for or satisfaction of a pre-existing claim, in lvhole or in part;

(c) by accepting delivery pursuant to a pre-rexist ing contract for purchasel

(d) in return for anything given in exchangel or

(e) any promise.

Section 5. Scope.

(1) This Act shall apply to-

(a) all transactions rvhere the effect is to secure an obligation with collateral,

including pledge, retention of title, chattel mortgage, assignment, and the like;

(b) the sale of accounts and chattel paper;

(c) consignmentsl

(d) the lease of goods for a period greater tlhan one year; and

Page 10 of 50
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(e) the interest of a lien holder in collateral.

(2) This Act shall apply without regard to the form of an agreement or the

terminology used in an agreement, and rvhether ownership of the collateral is held by the

secured party or the debtor. The retention of title by a seller of goods has no effect other

than the taking of a securify interest in the goods.

Section 6. Exclusions.

(1) Nofrvithstalding Section 5, this Act shall not apply to any of the following:

(a) The transfer of an interest in real property, except as provided rvith

respect to fixtures, crops, timber to be cut, or minerals before extraction.

(b) The transfer of a claim for compcnsation of an employee.

(c) A sale of accounts or chattel paper as part of a sale of the business out of

which they arose.

(d) An assignment of accounts, chattel paper, or instruments for the purpose

of collection only.

(e) An assignment of a r ight to payment under a contract to an assignee that

is also obligated to perform under the contract.

(0 The transfer of an interest in a ship in whrich a mortgage is subject to

registration under another lalv of Palau.

chapter 2 - Security Interests and Secured obligations.

Section 7. SecuriS interest.

(1) Any person rnay give a security interest in collateral, and any person may take a

security interest in collateral.

(2) Nofrvithstanding subsection (1), no securitv interest other than a purchase-

money security interest shall be given or taken in consum,er goods.

(3) A securify interest shall not be deemed invalid lbecause the debtor has the right

to use, possess, sel l ,  exchange, commingle, or otherwise dispose of the collateral '

(4) A security interest in collateral shall constitute a security interest in anv

guarantee or supporting obligation lvith respect to the colllateral'

Page 11 of  50
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Section 8. Nature of a pu.rchased-money securitv interest.

(1) The securify interest of a consignor in goods that are the subject of a

consignment shall  be deemed a purchase-money security interest in inventory.

(2) In a transaction other than a consumer-goods transaction, a purchase-monev

securify interest shall not lose itsi status if-

(a) the purchase-ntoney collateral also secures an obligation that is not a

purchase-money obligation I

(b) col lateral that is not purchase-money collateral also secures the purchase-

money obligation; or

(c) the purchase-money obligation has been renewed, refinanced,

consolidated, or restructured.

Section 9. Secured obligation.

(1) A securitv interest may secure one or more obligations.

(2) Secured otr l igations may be described specif ical ly or in general terms.

(3) Secured obligations may be monetary or non-monetary obligations.

(4) Secured obligations may be governed by foreign law.

(5) A security interest may secure future obligations, whether mandatory,

condit ional, or optional.

(6) A security intercst may secure pre-existing obligations.

Section 10. Collateral.

( l)  Collateral may be-

(a) personal property of any nature, including tangible ancl intangible

personal property';

(b) personal property in which the debtor has rights at the time of the

conclusion of the securi{y agreementl

(c) personal property that is described in the securify agreement, but in

which the debtor acquir,es r ights at a later t ime;

(d) personal property that is in or outside of the Republic of Palaul

Page12 of 50
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(e) goods sold or leased (no rnatter what the duration of the agreement)

under an agreement denominated as a lease but which is actually a transaction for

security, or other title-retention schemel

(f) accounts or chattel paper that have been sold;

(g) goods that are consigned;

(h) proceeds of col lateral;

(i) fixtures;

fi) timber to bc cut;

(k) as-extracted collateral; and

(l) goods leased for a period greater than one year.

Section 11. Cpllateral descripl ion in security agreement or notice.

(1) A description of collateral in a securify agreennent or notice shall be sufficient if

it-

(a) describes collateral b-v item or kind in a manner that enables the

collateral to be identif iedl

(b) consists of a statement that a security interest is taken in al l  of the

debtor's present antl after-acquired properfy; or

(c) consists of a statement that a securify interest is taken in all of the

debtor's present and after-acquired property except for specified items or kinds of

personal property.

(2) A notice that covers fixtures, timber to be cut, r0r as-extracted collateral shall be

effective only if it provides a description of the relevant r,eal property. A description of real

properfy shall  be required only to reasonably describe the real property, and shall  not be

Page 13 of  50
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required to satisfy the requirements of a description necessary to create a mortgage in real

properf.v or to establish ownership rights in real properf"v,

Section 12. Effectiveness of securif.v agreement

(1) A security agreelnent shall be effective accordinrg to its terms befiveen the

parties, against purchasers of the collateral, and against creditors and lien holders, except

as otherwise provided in this Act.

(2) A security agreernent may be found in multiple records when read together.

Section 13. Collaternl in secured partv's possessiong

(1) A secured party shall  exercise reasonable care in the physical custody and

preservation of col lateral in the secured partyts possession.

(2) Unless otherwise agrced, i f  the collateral is in the secured parf.v's possession-

(a) reasonable expenses shall  be charged to the debtor and secured by the

collateral, including the cost of any insurance, and t l te payrnent of taxes or fees

associated rvith the collateral;

(b) the risk of accidental loss or damage is borne by the debtor to the extent

of a deficiency in any insurancc coverage; and

(c) the secured partv may hold as additional securifi' any increases received

from the collateral except money, and shall apply money to reduce the secured

obligation unless the money is remitted to the debtlor.

Section 14. Request for accountins or statement of account-,

( l) A debtor ma)'-

(a) request an accounting of the unpaid oblt igations secured by collateral;

(b) request that a secured party approve or correct a list of what the debtor

believes to be the collateral securing an obligation; or
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(c) request that a secured party approve or,correct a statement indicating

what the debtor believes to be the aggregate amount of unpaid obligations secured

by collateral as of a specified date.

(2) A secured party shall comply with a request under subsection (1) within fwo

rveeks after receipt of such request. A debtor shall be entitled rvithout charge to one

response to a request under this section during any six-month period. The secured party

may require payment of a reasonable charge for each addit ional response rvithin a six-

month period.

(3) An account debtor that has received notif ication of an assignment of the account

shall  be entit led to receive from the assignee a signed record that releases the account

debtor from any further obligation to the assignee, i f  therre is no outstanding secured

obligation and the assignee has no commitment to make advances, incur obligations, or

othenvise give value. The release shali  be sent as soon as reasonably practicable, but not

more than ten days after the secured part"v receives a demand from the debtor. This

subsection shall  not apply to the sale of an account or chattel paper.

Section 15. Attachment of securifv interest to collarteral.

(1) A securif f  interest shall  attach to col lateral and becomes enforceable against the

debtor and third part ies rvith respect to the collateral on\r i f-

(a) value has been given by the secured party to the debtor;

(b) the debtor has rights in the collateral or the power to transfer rights in

the collateral to a secured party; and

(c) one of the fol lowing condit ions is met:

( i) the debtor has signed a security agreement that provides a

descript ion of the collateral;
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(ii) the collateral is in the possession ,of the secured party pursuant to

the debtor's securify agreement; or

( i i i )  the collateral is deposit accounts and the secured parfy has

control.

(2) Unless otherwise agreed, the attachment of'a securify interest to collateral shall

give the secured part"v the right to proceeds and shall be attachment of a securify interest in

a guarantee or other support ing obligation for the collateral.

(3) The attachment of a security' interest to a right to payment or performance

secured by a security interest in personal property or a mortgage in real propcrty shall  be

attachment of a security interest to the securify interest or mortgage.

(4) Goods shall  be deterrnined to be equipment, inl 'entory,I 'arm products, or

consumer goods at the t ime that a security interest attaches to the goods.

(5) For the purposes of subsection (1)(b), a debtor shall have rights in timber to be

cut when the timber is cut. and in as-extracted collateral at the time that the minerals

subject to the securitv interest are extracted.

Chapter 3 - Perfection ol'Security Interests

Section 16. Perfection of a securifv interest.

(1) A securify interest shall be perfected when it has attached to the collateral and a

means of perfection has been completed. There shall be four nreans of perfecting a securitv

interest-

(a) the filing of a notice in the filing office;

(b) possession of the collateral by the securr:d party;

(c) control of a deposit account by the secured party; and
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(d) perfection upon attachment of the security interest to collateral, rvithout

filing a notice.

(2) To perfect a security interest a notice shall be filed in the filing office, unless this

Act provides otherwise.

Section 17. Security interests that must be or may be perfected by possession.

(1) A security intei'est in money shall be perfected on[v by the secured parfy taking

possession of the money, except for cash proceeds.

(2) A security interest in goods, instruments, docunaents, or chattel paper may be

perfected by the secured party's taking possession, and without f i l ing a notice.

(3) A security interest perfected by possession shall be effective from the time

possession is taken and continues only so long as possession is retained, unless othenvise

specified in this Act.

(4) A securify interest, other than a securify interest in monel', pcrfected b;'

possession under this section may also be perfected by f i l ing a notice before, during, or

after a period of possession by a secured parf"v.

Section 18. Security interest in a deposit account perfected by control.

(1)A security interest in a deposit account may be lperfected by the secured partl''s

taking control of the deposit account, and without filing aL notice.

(2) A secured party shall be deemed to have control of a deposit account if-

(a) the secured parfy is the bank with which the deposit account is

mainta ined:

(b) the debtor, secured parCI, and bank ha.i 'e agreed in an authenticated

record that the bank will compl-v lvith instructions originated by the secured part"v
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directing disposit ion ol ' the funds in the deposit account without further consent by

the debtor; or

(c) the securerl party becomes the bank's customer rvith respect to the

deposit account.

(3) Where a secured parfy has satisfied subsection (2), the secured parfy shall be

deented to have control of the deposit account, regardless of whether or not the debtor

retains the right to direct the disposition of funds from thr: deposit account.

Section 19. Securit]' interests that are nerfected up,on attachment.

(1) The following security interests shall be perfected rvhen they attach to the

collateral and without the f i l ing of a notice:

(a) A purchase-mone1' security interest in consumer goods.

(b) A securify interest in proceeds, i f  the underlying securit f  interest is

perfected.

(c) An assignment for thc benefit of all creditors of the transferor and

subsequent transfers by the assignee thereunder.

Section 20. Perfection of a securitv interest in a motor vehicle.

A securify interest in a motor vehicle may be perfected by filing a notice that

describes the motor vehicle general ly or by serial number in a manner prescribed b1' the

filing office.

Section 21. Security interests in docurqents and goods covered by documents.

(1) While goods are in the possession of a bailee that has issued a document covering

the goods, a security interest in the goods may be perfecte'd by perfecting a security interest

in the document.
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(2) Any securify inte.rest in goods perfected by filing a notice dufne the period that

goods are in the possession of thc bailee shall be subordin:rte to a security interest perfected

in the document.

Sectiorr 22,Perfection of sccuritv interests in supporting ollisations.

(1) Perfection of a security interest in collateral also perfects a securify interest in a

guarantee support ing the collateral.

(2) Perfection of a security intercst in a right to paymsnt or perfortnance also

perfects a security interest in a nrortgage on real property securing thc right to payment or

perforrnance.
'  :  1 ,

guarantee or mortgage under subsections (1) and (2).

Section 23. Continuitv of perfection.

(1) A security interest shall be perfected continuouslf if it is first perfected in one

manner and later perfectecl in another manner, i f  there is no period during w'hich i t  is not

perfected.

(2) lf a secured parf"y assigns a pcrl'ected securify interest, a ncticc tteed not be filed

under this Act to continue perfection of thc security interest against creditors of the debtor,

transferees from the debtor. and lien holders.

(3) A security interest in proceeds shail be a contirruously perfected security interest

if the securify interest in the original collateral rvas perfected. The securify interest in

proceeds shall be unperfected 20 days after the debtor receives the proceeds unless:

(a) a f i led notice covers the original col lateral. and the proceeds are cash

proceeds or proceeds of a nature described in the noticel or
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(b) the security interest in the proceeds is perfected before the expiration of

the 20-day period.

Section 24. Continuation of a securitv interest in co$

(1) A security interest shall continue in collateral nofwithstanding sale, Iease, l icense,

exchange, or other disposit ion of the collateral, except as otherwise provided in this Act or

as othenvise agreed.

(2) Upon the disposition of collateral, a securify intrerest shall attach to any proceeds

of the collateral, except as othenvise provided in this Act or agreed upon b1' the part ies,

Chapter.4 - Priori ty among Security Interests in the Same Collateral

Subchapter A - General Rules

Section 25. Multiple security intcrests in collateral.

(1) T'he priorify of a securify interest shall be measrured from the time the first

uotice is f i led covering the collateral, or the t ime the security interest is f irst perfected,

lvhichever is earlier, if there is no tine after the first tirne of filing or perfection at lvhich

the notice was ineffective or the continreify of perfection was interrupted.

(2) Unless otherwisc provided in this Act, among conllicting securitf interests the

follorving shall apply :

(a) The first securitf interest to attach to collateral has priority among

security interests tbr rvhich no effcctive notice cov€:rS the collateral and for rvhich

there is no perfection.

(b) A perfecled security interest has priorif;/ over a securify interest that is

not perfecte{.

(c) The first security interest for which a no,tice is filed or for which there is

perfection has priorify where conflicting security interests are perfected.
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(3) A date of f i l ing or perfection as to col lateral shall  be deemed to be the date of

filing or perfection of a security interest in proceeds.

Section 26. Priorify

(1) A security interest shall  have priori ty over the rights of a i ien holdel unless a

notice of the rights of the lien holder is filed in accordance with this Act-

(a) before the securify interest is perfected; and
'

(b) before a notice covering the collateral is filed and a security agreement is

signed by the debtor.

Section 27. Prioritl' of lien arising by operation of I'aw.

A l ien or r ight of retention in goods arising by operation of law in favor of a person

to secure payment for inalerials or sen'ices rvith respect to the goods shall have priority

over a perfected securiry interest r i 'hi le the goods are in the possessiorr of the person

holding the l ien or r ight of retention if  the pcrson providcrl the materiais or sen' ices in thc

ordinary course of business.

Section 28. tr'uture advances.

If a perfected security interest secures an obligation by the sccured parfy to make

future advances, the riglrts of a lien holder shall have prioritl' over the securif interest

x'ith respect to advances made after the secured party has actual knorvledge of the interest

of the lien holder or nlore than fwcnfv davs after a notice of the interest of the lien holder is

filed in the filing office,lvhichever occurs first.

Subchapter B - Rights of Transferees of Collateral

Section 29. Buyers of collateral
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(1) Except as othern' ise provided in this section, a buyer shall  takc collateral free of

a security interest if the buyer gives value for the collateral without actual knorvledge of the

securify interest and before it is perfected.

(2) Except as othenvise provided in this Act, a buyer, other than a secured par{v, of

chattel paper, documents, goods,.or instruments shall  take,such property free of a security

interest if the buyer gives value and receives delivery of the collateral without knowledge of

the securify irrterest and before it is perfected.

(3) A buyer in the ordinary course of business shall  take goods free of a security

interest in the gcods, even iitlie security interest is perfected and even if the buyer knorvs

of its existence.

(4) A buyer of gootls that are consumer goods of the seller shall  take the goods free

of a securify interest regardless cf whether or not the security interest is perfected, if--

(a) the person buys and takes delivery of the goods rvithout actual knowledge

of the security intercstl and

(b) before a notice is filed that describes the goods.

(5) A person that bu,vs a motor vehicle shall  take the motor vehicle free of a prior

securitv interest only if-

(a) the pcrson buys rvithout actual knowledge of the security interestq and

(b) the motor vehicle rvas not described, orwas incorrectly described, by

serial number in a filed notice.

(6) A person that buys farm products for use as consumer goods shall take the farm

products free of any security interest.)',
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(7) A buyer in ordirtery course of business of the s€,llerr buying oil, gas, or other

minerals at the rvellhead or mineht'ad or after extraction srhall take such properfy free of

an interest arising out of a mortgage or other encumbrance on real property.

Section 30. Lessees of goods.

(l) Except as otherl ise provided in this section, a lessee of goods shall  take its

leasehold interest free of a security interest in the goods if  the lessee receives dcl iverv of the

goods:

(a) without actual knolvledge of the securitf interest; and

(b) befcre tire sccuritf interest is perfected.

(2) A lessee in the ordinary course of business shall l  take a leasehold interest free of a

security interest in the goods even if the security interest is perfected and even if the lessee

knows of its existence.

(3) A lessee shall take a motor r,ehicle free of a security interest onl-v if the lessee

leased:

(a) without actual knorviedge of the securiqz interest; and

(b) the motor vehicle rvas not described, or was incorrectly described, by

serial number in a f i led notice.

Section 31. Assignrnerrts.

(1) A person may assign al l  or part of the person's r ights in accounts, chattel paper,

instruments, or other intangible propert"v.

(2) The assignee.shall be subject to all the terms ol'the agreement between the

account debtor and assignor.
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(3) No cornmunication to the account debtor shall  be required for attachment,

perfection or enforcement of a securiry interest arising from an assignnrent, except as

provided in this section.

(4) After receiving written advice of an assignment from the assignor or assignee,

the account debtor shall perform the obligation by paying the assignee. However, if

requested by the account debtor, thc assignee shall furnish timely anC sufficient evidence of

the assignment, and unless the assignee complies, the account debtor may perform the

obligation by payiug the assigrror.

(5) Unless an account debtor has made an enforcea.ble agreement not to assert

defenses or claims, the r ights of an assignee shall  be subject to the fol lowing:

(a) All  terls of the agreement befiveen the : lccount dcbtor and assignor and

any defense or claim in recouprnerrt arising from the transactiotr that gave rise to

the contract.

(b) Any other defense or claim of the account debtor against the assignor

that acci'ues before the account debtor receives a n.otification of the assiqnment

authenticated by the assignor or the assignee.

(6) Nohvithstanding subsectiori  (5), the claim of an account debtcr ageinst an

assignor may be asserted against an assignee onll '  to reduce the amount the account debtor

olYes.

Section 32. Non-assign abilif.r' clauses.

(1) Except as provided with respect tg the purchase of chattel paper and

instruments, an agreement befiveen a secured partv and an account debtor shall be

unenforceable if it prohibits, requires consent, or otherwiise restricts-

(a) the creation, attachment, or enforcement of a security interest; or
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(b) the sale or assignmcnt of an account, a lerase, or chattel paper.

Section 33. Subordination of priorit-v.

A person 
:ntitled 

to priority under this Act may agree to modify or,forego the

priorify, and rnay do so without f i l ing or amending a notice rvit lt respect to the change in

priority.

Subchapter C - Purchase-Money Securify Interests

Section 34. Notice of nurchase-money securify interest.

If  a person f i les a notice lvith respect to a purchase-nloney securify interest in goods

before or rvithin five (5) days after thc debtor takes possession of the goods, the securify

int lrest shall  have priori ty over the rights in the goods of :r buyer, lessee, or l ien holder

rvhich arise befween the time the securitv interest attachesr and the tirne of filing of the

notice.

Section 35. Priori tv of purchasq-money security interest in equiptneut.

A perfected purchase-money security interest in equipment shall  have priori ty over

a conflicting security interest in the same collateral and thLe interest of a lien holder, and

shall also have priorify in its proceeds, if the purchase-mone)' security interest is perfected

lvhen the debtor receives possession of the equipment, orwithin five (5) days thereafter.

Section 36. Pfiorit), of purchase-mone]' securitl' interest in inventory or livestock.

(1) A perfected purchase-moncy security interest in inventory or l ivestock shall have

priorify over r conflicting securify intcrest in the same inventory or livestock if-

(a) the purchase-money security interest is perfected when the debtor

receives possession of the inventory or livestock; and

(b) the purchase-money secured party notilies in writing, the holder of the

conflicting security interest if the holder had filed a notice covering the same tvpes
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of inventoty or livestock before the time ol'a notice filed by the purchase-money

secured parf)'.

(2) An effective notification under subsection (lxb) shall describe the inventory or

l ivestock and state that the person giving the notif ication has or expects to acquire a

purchase-money securify interest in inventory or livestock: of the debtor.

Subchapter D - Priol ' i ty in Special Classes of Collateral

Section 37. Crops.

A perfected securitf interest in crops grolving on rr:al property shall have priority

over a conflicting interest of the o\yner, a lessor, or a mortgagee if the debtor is in

posscssion of the real pl 'operty or has an interest of recordl in the real properfy.

Section 38. Accessioirs.

(1) A security interest may be created in an accession and continues in col lateral

that becomes an accession. If  a securifv interest is perfectecl when the collateral becomes

an accession, the security interest shall  remain perfected in the accession.

(2) Upen default-

(a) a secured party may remove an accession from other goods if  the security

interest in the accession has priori ty over the claims of cvery pcrson having an

interest in the rvhole;

(b) a secured party that removes an accession shall promptl-v reimburse the

holder (other tharr the debtor) of any interest in the rvhole or the other goods for the

cost of repair of any physical injury to the whole;

(c) a. secured parfy that removes an accession shall  promptly reimburse any

other secured part) '  for the cost of repair of any damage to the property;
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(d) the securcd parfy shall  not be required to rr imburse the debtor or other

secured parfy for anl' diminution in value caused b,y the ab:rence of the goods

removed or by any necessify for replacing them; arrd

(e) a person entit led to reimtrursement may refuse permission to remove the

accessiott until the secured party gives adequate asrsurance for the performance of

the obligation to reimburse.

Section 39. Cgmminsled eoods.

(1) A securify interest may not be created in goods that have become comnringled

goods. Horvet'er, a securilv interest rnay al;tach to a product or mass that results when

goods subject to a security interest bectrme commingled goods.

(2) If collateral becomes commingled goods, a securif.v- interest in the collateral

attaches to the product or mass.

(3) If a securify interest in collatera[ is perfected berfore the coliateral becomes

commingled goods, the security interest that attaches to thre product or mass is perfected

lvithout the need for filing a notice. The priority of the security interest in the product or

mass is measured frorn the time of perfection of the security interest in the collateral that

became commingled.

(4) If  more than one security interest attaches to the product or mass the fol lowing

shall  apply:

(a) A securit'r ittterest that is perfected shall have priorif over a securitv

interest that is unperfected at the t ime the collateral becomes cornmingled goods.

'(b) The first securit-y" interest to attach to the product or mass shall have

priorify among unperfected securify interests.
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(c) If  more t l isn one securify interest is perl 'ected, the secui ' i ty interests shall

rank equall f  in proport ion to thl value of the collateml at the t ime it  becarne

commingled goods.

Section 4C. Fixtures.
- -

(l) A securify interest may be created in goods that are fixtures. A securify interest

rnay continue in goods that become fixtures.
. j

(2) Nofwithstanding subsection (1), a security interest in ordinary building materials

shall  be unlnfyrceable wherr ttre buil t l ing materials are incorporated into real ploperty.

(3) ' Ihis section shail  not dctermirrc priori fy in rearl ih'  removable factory machines,
.  t - '

off ice machines, and domestic appliances.

(.1) A security interest in t'ixturcs shall be subordinate to all other real rights in real

propertl', except as providcrl in this section.

(5) A perfectetl  security interest in f ixtures shall  hsrve priori ty oler the irrterest of

the orvner of real propertl', or a mortgagee notr,r,ithstanding anv provision in the mortgage,

if  a notice is f i led before the interest of the owner or the mortgagee is registered.

(6) A perfected security interest in f ixtures shall  have priori ty over the intcrest of a

lien holtlcr if a notice is filerl beforr'tire liling of a notice of the interest of the lien holder as

required by this Act.

(7) A perfected security irrtcrest in fixtures shall have priority over the interest of

the owner of real property, a iien holder, or a mortgagee notrvithstanding any provision in

the-mortgage, if the securify interest is a purchase money security interest given by the

debtor before the goods become fixtures, and a notice is fiiled before the goods become

fixtures or within five days thereafter. The priority established in this subsection is not

effective against a person rvho holds a construction mortp;age. A rnortgage is a
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construction rnortgaBf tc the ertent t ir:rt i t secures an

of an improverr.ent on real propel.ty, if the mortgage
'  ' 1  t -  : . . .  .  ) ' -  :

incl icates fhat i t  s€cures sfr( ir ai l  obl igrrt io;r.

oblilgation to pay for the corrstr.uction

is rc;listered and if the rnortgage

10

1 l

1 )

13

t 4

15

l 6

t 7

1 8

l 9

(8) Upon default the fol lowing shall  apply:

(a) I i  a security agieernent covers goods that are or becorne f ixtures, a
' :

secured party may p; 'occed undr:r this Act or in accoi 'dance rvith r ights with respecr
' : '  

I  
' ' "  ' ' '  '  ' r '

to real property.

(b) Subject to tlie other provisions of this Act, if a securecl part.y holding a
' . i : " . . " ,

securit f  inierest in { ixturcs has pr"rority over al l  owners arid encuiubrancers ol the

reai l i roperty, the ser:urctl  Fart),,  aftcr default,  nray remove thc cl l later:r! from thc

real property. 
: :.

(c) A secureC party thut ramoves a col lateral l  thtt is a f ixture shall  promptl-v
;

reintirurse an'/ enci lmhranccr 0r'olyner of the real; lroperty, other.than thc dell tor,
.  . ;

for the cost of repair of any' physical injury caused by the r"eurovar.

(d) The se;ure.l pa.rlv shtil nr,.t be required l;o reinrburse tirc cncumbrancer

or o\l 'ner for any cl i lninution in valuc oi the real property causc.d by the abscrrcc of

the gocds renioved r,r b), any neressity of lcplacing thern.

(e) A person enii t lcd to reimbursement may re{hse pcrmissiorr to lemoyc

unti l  the secured pariy gives adequate assurance for the perfornrance of the

obligation to reimbnrse.

Subchapter E - Security Interests in Chattel Paper, Documents and Instruments

20

2 l

and22 Section 41.
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(1) A purcl iaser r, ' f  , :heftei irxpsr or instruments shall  havc pl ' iori tS' t l t 'cr a
: )

conf l ict ing securi ty interes* i i r  fhe chaftel  paper or instruments and also has pr ior i ty rv i th

resl lect to the proceeds of t i :e ehattei paper or instruments i f t

(a) in the ol 'dinary cout'se of the purchaser's business, the purchaser gi l 'es
. '

nerv vahre ancl tnkss pcssession of thc chattel paper or instrurnentsl and

(b) the chattel paper or instruments do no{ indicate an assiglrment to the

persr)n holding the corrf i ict ing sccurity interest.

S ectio n 42. P rin rllfglfigh t5 q lp u rch as ers o f d o cum en ts an d.-Leftlu1rcnl5=

(1) This Act shall  :rot i imit the i ' ights cf a holder in due course of a iregotinble
:

instrunrent, a holder to lvlr ich a negotiable document of t i t le has been dulv :regotiatcd, or a

piotected.purciraser of a 
lecurity. 

T'hese h<llders or purchasers shall take priorifY ovel an

earlier security interest, crvcn if perfected, to the extent providcd in the lan, on negotiable

iustruments.

(?) Fi l ing a r io't icc shali  not constitutc notice of a claim or defcnse t,-r the holders,

purchssers! or pers{,ns dr;scribcri in suirsr:ct ion (1).

Subchail ter F - Security Interests in Depcsit ; \ccounls

Scction 43, Pnouly_ of conftictinr securitv intelests urd atrgg-^j6

(l) A security i lr tere st heid iry a secured party having control oia deposit account

sliall have prirlrify oyer a conflicting st:;urity irtterest held by a secured parf"v that does not

have corttrol.

(2) Except as othenvise provided in subsections (3) and (4), securify interests

perfected by control shali have priority according to the time of obtaining control.
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(3) Except as oi l tenvise prcviCcd iu subsection (4), a securit f  intcrest held by the
' " t .

bank with rvirich the depusit accour.,t is maintained shall have prioriq, over a conflicting
. . ; ,

sccuiity interest held by another secured party.
: i

(4) A securify interest in e deposit account perfected lry control under section

18(2)(c) shall  h:rve priori{v over a securitv interest held by the bank rvith rvhich thc dcposit
. ,  : ,

account is maintained.

Section a4.Efle_e!_qfurang.fc$_0![!O49J__a4d fuldsl!!m dcLosit acci]urris.
. .  . ; : j ,

(1) a ti'anst'eree of mon€y shail take the money t'ree of a securiry intcrest unless the
'  ' r ' ' r  '  

a  .  ' 1  '  ' l : r  
.

transferee acts i l t  col lusion rvi lh thc Cebtor in violating thc r ights of the secured part l ' .

(2) A transferec of funds from a <ieposit account takes the funds free of a security

interest in rhe dc'pusit frcc(,r int unles; the transferee acts in col iusion - 'vith r lre debtor i ir
,  

' l  
l ,  . . .  i

violiting the riSirts of the secureci part)'.

S eciio n a 5. !i ght gf jl!-el!.U[1itgl_r o i. retg If_agar4$ lep ol]t_rlc qqU_tt.

(1) Except as otherwise provi i led in subsection (2), a barrkrvithlvl i icL a deposit

account is maintained ma't exercisc : lny r ight of recoupment or setoff against a securcd

p&rf '  that irclds a securi ' ; .y l irreiest in ihe deilosit account"

(2) A setoif by' a bank bascd on a clarrn against a debtoi '  shall  be inetlective against

secured parry that has established control of 'a deposit account by becoining the bank's

custome:'with respect to the deposit &ccount.

Chaprcr 5 - Fi l ing Notice

Section .16. The Fil ins ofl ice.

(1) A filing office shall b.e established in the Commission.

(2) A filing <rfficer shall be appointed to administer the day-to-day activities of the

filing office.
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. (3) All ob.iigations. of the Ccnrinission under this Act shall be fully dischr3ed by the

creation and businesolike ntaintenarrce of an electronic iniormation systern that provides

for the f i l ing of notices of securif  irrtclesrs and notices of the interests of i ien holders, and

for the search of such notices by an-v pei 'son.
t  

; ' ; ,

(a) No p:rsln strai l  irave a clairn against the Comrnission for error's in the f i l ing

office records comrtittetl by a person that files a notice, or for failure to provide filing
' .  :

offit:,e services for reasons bevond the control of the Commission.

(5) Thc duties of the filing oflice shall be merely administrativc and the follorving
- :  ' .  .  :  .  :  ,

shal l  apply :
. 1  ,  I  r  .  

' :  '  :  
" .  

i ' ' '  ' ' \

(a) lly filing a noticc or refusing to file a notice, the fiiirrg ol'f ice shall rrot be

' ,

deerncd to have detcrrir ined thc suff iciency, ccrrectness, authentici iy, or val idit l  of

the notice or any inforrnatiou contained in the notice.
; '

, l r ,  The f i l ing,of a notice shall  not create a securify intercst in col lateral or

llrovide evidence that a security interest in collateral cxists.

(6) Except as specifieci in subsection (7), the filing olfice is the placc to file-

(s) a nctice r, i  a sccurit l  iuterest in coi latelai;

(Lr) a notice oi ' lhe intere..f  of rr l icn holder; :rnrl

(c) a notice nf t i ic interest of a secured parfy ir i  a transaciiorr coricludcd prior

to thc effective clare of 'rliis Act as provided in this Act.

(7) The Clerk of Cl,rurt and the Land Court shall  be the place to f i le a notice of a

securify interest in fixtures, timber to be cut, or as-extracted collateral.

Section 47. Duties qf the filing offiee
.  t1 ,  , ,

(l) For each notice filed, the filing office shall-

(a) assign a unitlue filing number in the case of an initial noticel

1 0

1 l

1 4
I L

13

t 4

t 5

l 6

t i

l 8

1 9

20

2 l

) )

'23

24
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(b) assign n uniqu.r nurl l i tr  [o notices othcr thari the init inl not ice;

(c) creater fi rc.tc.i'i itrat L'cars

fi l ing; and
. ' i

(d) maintain

l i l i r 'g nunibcr and the datc and t inie ofthe

the filed recurd for public inspection.

indcx al l  f i led rucords reiating to an init ial notice in a rnanner that associates the init ial
'  

"  i I  -  i  '  '  .  t  . .

notice and al l  f i led rec'Jrds relatir,g to fhe init ial notice. For ttot iccs contrining serial

nurrihers of rnotol 'r 'ehicl ls, thc t i l ing ctTice shail  maintain an index of serial nu:nbers.

(3)' Ihe f i l ing r l f f ice -*hall  maintnirr the capabil i fy to retr ieve a record by the ttatne o1'

the debtol anti l ty tht f i l ing irunrber assignetlto the initial notice to rvhich tiie recorcl

" :  

. ' t ) . r

relates, and that associa/,es an init iai
, ,  r  )

one anoiher. For notices rol iaining

(2) The filing office shali index an initial notice by the name of tlic r{cbtor and shall

notice and al l  records relating thc init ial rrot ice rvith
t .  ;  '  '  I

' .hc serial number of a motor vehicle, the f i i ing off ice

shrl l  nraintain ( i" lc capabil i tS' fo retr icvt, a record by thc seria! numbe r of thc nrotor vehicle.

(,t) ' fhr: t i l ing off ice shall  ntaintai i l  records of lapsed or tcnninatedl notices for a

perio.i oi ten (1{i) 1'cels be;'-ontl the eate of lapse or terminafioli.

S ectio n 4tt. R$guiatic_rrs a n d_&_QE.

(1) ' I 'he 
Contnrissioi l  nray promulgate regulations {hat establish-*

(a) a reastrneble fee {'or ifilirrg a notice and the manner of pavnrent of l"ees;

(b) a rcasonable fee for issuing a cert i f ied search report l

(c) the manncr of f i l ing noticesl and

(d) {tp nrenner.of subnritting search requests

(2) The Commissinn ruay promu.fgate any other regulations necessary to effectuate

the intent of this Act.

Section 49. Notice of the interest of a l ien holder.
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The notice of the ini11p51 uf e l i ' rn holder shall  be l irnited to identit ircation uf the l ien

holder, identification of the persolr crviug payment or perfornlance to the lien holder, and a
| .

descripf iolt  of personal i :rtperty agairrst rvhich the l ien holdcr clainrs or tf lay claim a r ight,

in ihe same rnallner as provideil in {.his Act for the filing a notice of :r security inlerest.
i

Secti cn 50. Aqcers_-b" nliggtfisr_rE$rds.

(1) The inforination ccntc,ineC irr notices shall  be public recu'ds.

(2) 'Ihe indexes and othcr records created by the filing officc n'ith rrlspcct to nctices,
: . . . .

in rny fornr ol medium, shall  be public records.
,  ' j  

:  ,  ;

(3) Any person shali have a right to inspect and obtain copies of ths i'eccrtls of the

filing office.

Sectic n 5 1. lg&InLalion fu_rllilr_ug_offi ce
. t :

( i) ' [ i re t i l i rrg off ice shall  conrrrrunicate the fol lowing inforrnation 1o any person that
i  . ,  '

requests it:
' .  )  '  r .  |  . ,

(a) Whether thcre is fllcrl on a dete and time specifietl b,r' the filing oftice. any'

notice that designates a partieular debtor and has not lapsed rvith respect to all

sccured parties.

(b) The tilirlg nuntber', and the date and tirne oi filing rrf each notir:e.

(,:) ] 'he narue and ad.lrcss uf each debtor alrd securetl  prr lr on each notice.

(d) AII of the i lr fornation contained in each notice.

(2) A t'equest rnay be made 1o scarcir ttre records of thc filing ofiic,c l-ry any of the

fo l lox ' ing cr i ter ia : ,  . ,  
, . ,  

.  , ,

(a) The f i l ine nurnlrer of 'a notice. - ,  \  ,
t -

(b) The name of a debtor.

(c) The serial numbcr of a motor vehicle.

t,7

1 8

1 9

20

2 l

"r)

23

24
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(3) In compl.ving w'ith its du8, thc filing office may conrmunicate information in any

rneCiurn. Howevet' ,  i f  requested, the f i l ing off icc shall  communicate the requested
, : -

in lbrmation hv issuing a rvr i t ten cert i t icate t l lat  shal l  be admissible intu cvidence in the
' , .  

: '  t .  |  : i -  , :  '

Supretne Court rvithout extr insic t 'r ' idencc r;f  i ts authentici lv.
. , i ,

Section 52. Initial_nqticL

(1) An
. l

initial notice sh*ll be sufficient if it-

(a) identif ies lhe debtor and provides a mail ing addrcss;
"  r . , '  : j  . ' .

ft) idet{ifies the secur'(,ti parfy and a rnailing addressl aird

f1) 
descrinelfne;oi la]er, : i  covered by the notice as s: l forth in Section 11.

(2) A pcrson is entlt teC lr i  t i lc an init ial noticc only i f  the debtor. iuthorize:; the notice
. :  '  ' .  i  '  '  

i

a signed rccord. The dell tor 's auiholirat ion shall  not be requiretl  to br: eerrt: i ined iu the

8

9

l 0

1 1

1 4

1.5

t 6

L7

1 8

t 9

20

2 l
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23

l r l

I
I

I
i

I

ncti le, need nct be ei lsciosetl to the f i l ing oi fice, and nray be given aftel liling.12

1 3
,(3) 

tsy- signirrg a 
lectrr i !  

agrccrncrlt ,  a debtor authorizes the f- i l ing nf an init ial notice

covering thc col latert l  dercribed in the securify agreement, and proceeds of the collatcral,

rega.rdless of rvhettrer or not the security agreement expressly covers pror:ecds.

(4) A noricc tnay he file.d beftrre n securify agreemettt is conciuded or before a

security interest att: lches ta col lateral.

(5) A notice substnntial l .v cornplying with the requirenrents oi this ;\ct shaltr be

cffective, evcn if it is insufficient under ihis section, unless the insufflcien,l; makes thc

notice seriously misleading. A notice that insuff iciently provides the name of the debtor

shall  be deerned to be seriously misleading.
,  i . -  ,  . .  , ,  ; r ,

(? A record of 1 lorteage 
shall.bg effective, from 

1n: 9:1: 
of recordinel as a notice

covering fixturcs, tirnber to be cut, or rs-extracted collateral only if-

(a) the record indicates the goods or accounts that i t  coversl24
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(ir) the goods tirat ::re,

an indication that it is t1be fi lel in the real properfy

(d) the rccold is duly r"ecorded.

Section 53. Narc_s{ iebl@

or thai are to beccnre. fixtures relaterrl to the rcal
r ' l

proper$'describcd in thc r:cord, or the collaterai is lr lated to thc real properfy

descrilted in the rcccr'ri *nd is irs-extracteC collater*l or tinrber to be cut:

(c) the record satislies the requirements for a nutice in this sectiorr other than

recordsl and

rvherc*

(1) A notice silaii lre tleenred t,r iiave sufficiently provided the riaine of the debtor

notice c,rnlaini; thc uarne of the persi l tr ls i t  appe:i13 r) i l  the records of

l ,  - '  _

(a) the

the Social Security Adnrinistratiorr of the Republic of'Palau;

(b) thc debtor is r natural person and not a cit izen of the Rcpublic of Palau
. ' '

and the not ice conta ins rhe nnmc

passport;

shown on t l te record';

of the person as irrdicated orr thc person's

of tlie Otlir:e of ihe Attorncy (]ene:ral irr the case of'an entify

(c) { ire dc}rtrrr is lun errt i l .y and the notice contal ls the name of the dcbtor as

incorpti t 'ated uuCer the Iaw tf Palau or, for any oth€r enti i) ' .  rhc dLocuments thai

cstabiish that entit-v.

the debtor is a foreign cntity authorized to do business irnder the larv of

Palau the notict pro'vides [ l ie lranre of the debtor as shon'n on t ire records of the

Office of Attorney Clcneral; or

(e-) the dcbtor is a foreigrr cntify not authorized to do business under the law

of Palau and the notice provides the name of the debtor as shorvn on the appropriate

registrf in the country where tl;c foreign entity is organized.

(,1)

and
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:

(2) A not ice that suff i t ier l r ly providcs the name of the debtor sh: l l l  not be rendered

ineffective by the presenct on abscnce of a trade namc or other ilante of the debtor. A

notice that provides ouiy the debtor)s trade name shall  be deemed ro havr: not suff iciently

provide<I the name of a de'btor.

(3) A norice ma)' prrrvide the ninre of more than one dcbtor and thc name of more

ihsrr one secrrred F,arty,
- :.  I  l .  , .  ,  '  r , i

(1) The t'ailure to

party does not affect tire

person is a representafive of the securedinilicate on a notice that a

sufficienc'i of a notice.

?
1 0

Scction 54. Ef[ee t of chga€:es ingircunrstance.
- .  . l

(1) A filed notice shall remain effective rvith respect to collateral th:rt is sold,

cxchanged, lc*sed, i icensetl,  or othcnlise disposed of and in which a securri ty interest

continu':s, evcn i l ' the secrrre'J 1:art.v knolr 's of or consents to thc t l lsposit iol; .
,  i . ,

(?) l f  i  iebtarcha;lg*s i tr na-,r ie io that a f i lcd notice betonics sr:r iorr- i i l ' lnisleadurg,
I

the nr;,tice shail remain el't"ective t,r pel'f,ect a security interest in collateral ac<luired by fhe

debtor llefore or rvilhin four nlonthr after tire charrge. Ilon'ever, the noti,ue shall remain

efl 'ective to pcrfect a security interest i i l  col lateral acquired by the debtor rnore than tour

moltths alter the change pnl"'- tf an alnendment to the notice is filed n'ithin four montirs of

the changc.

(3) l . ,xcept as providecl for a change of debtor name undcr sul lsection (2), a notice

shall rentain efl'ective if, tfter the nutice is tiled, a change of circumstances lendcrs the

no t i cese r ious l y ,m is lead i r f i g i  . , ,

Section 55. Dr,rration of notice and effect of lapse,

(1) A filed notice shall renrain effective for a period of five (5) years after the date of

filing, unless the notice is continued or terminated.
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(2) ' the cffeci lvencss af a f i lerl  noticc shall  lapse on the expiration of the { ive (5) year
:

period unless, before the lapse, a crr i t ir lui l t ion statement is f i led.

(3) I" lpon laDse, a noiice shall  bccomc ineffective and arry security interest that rvas

perfected by the ltotice bcccrrtes unlreri'i.cfcd, unlcss the security intcrcst is perl'ected
i  

' . " , -  r  , r

rvithout f i l i r tg.,,  
, '

(4) I f  ths secut' i fy interest becomes unperfected upon lapsc, i t  shall  be deernecl to
r l : '

have never be en perfected against a purchaser of the collateral tbr value.

Section 56. Anendnrent of rroticg
_  . , . , . :  : ,  

- :  
-  |  l . . L r '

(1) An init ial notice may be anrended by one or rnore amendments. To be effective
;

rn amendmeni shall-
: '  '  

. .  I

(:") ideutify the initial nuficc bf its filing numberl

(b) i 'Jentif f  ihe secured 1;irty on the notice that autiro,r izes thc rrnendmentl

(d) provide alN of thr: information required cf an init ial nori ice, cornpletcl l '

tcstati ; ig the rrotice i i l  a i i lanu0r'that reflects the amenrlcd state of the noticc.

(25It alt  amettdment ai l t is col lateral covered by a notice, or adds a, debtor to a

no';ice, ii shall be cffcc{i''e if the r!,:l-rtrr authorizes thc filing in a signct! nilcord. tsy signing

a securify agrecment, a dtrbit 'r" aulht*i izcs the f i l ing of an amrndment, co'rering the

collateral descritred ln the scturirr agrcernent, and procecrl i  of the coilat,; i 'ai,whether or

not the security aglecment exi lrcssl l 'covers pr.oceeds.

(3) If  there is ntore than one secured parfy on the notice, the amenLdment shall  be

effective if a secured,parfy authorizes the filing in a signcd record.

(a) An antendment that adds collateral shall be effective as to the :ldded collateral

only from ttre date of thc filing of the amendment.
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(5) An ainetttllnetrt that adds a tlcbtor shall be effecti.re as to the added clebtor only

from thc date of the tiling c f rire arnenrinlent.

(6) An antencilnent other than an rniendment to add collateral or : ldd a debtor shall

be effective only if a gecureti party on (he notice authorizes the fihng of thrc anrendnrent in a
: . i ,

tig:,* record.

(7) An amendrrrent shall be ineffective if it purports to dclcte all scciired parties and

fai ls to provide che namc of a neu'sccured party, or purports to delete thr: names of al i
'  I  '  , :

debtors arrci fai is to provir ic the nanre oi 'a debtor not previously named on ihc noticc.

(8) If thcre is Inorc i!-^arr o'.e sccured partl' on the notice, ail)' secur;;d par[' or all

secured parties may flutll{rrize the liiing of an amendment.

(9) Thefi l i r tg o{'an amerr' inrent r loes not extend the period of eI l 'ectiveness of a

notice.

( i )  Thc notice may be contirrucd ii l ing a continuation

statcnrcnt thai.---

(a)

. . . . "

ideut i f ies thr in i i ia i i iot ic€ by i ts l i i ing number';

(b) iCeuii f ies ir secured i; ;rrty on the notice theit authorizcs the co,ntirruaiion

statement: and

(c) indicates that the eli'ectiveness of the notice, with respec:t to the secured

party that auihorized the filing, is to be continued.

(2) A,continuStidn staternent nral' be filed only lvithin six months lbefore the

expiration 0f the S-year ller:iod of the nofcc.
'11
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(3) Upol t imcll ' f i l i ;rg of a carit inuatiurr statement, the cffecl iven€sri of th';  noticc

shall  continue for a period of 5 years comrnencing on the da1'un rvhich t irc noticervould

have become ineffective in the abseuce of the filing.

(a) The ei-fectil'eness of such a notice shall be continued only with respect to the

secured party that authorized the f i t ing of the continuation staternent.
' !

(5) Upon the cxpira:i ion of tho nen'S-year period, the notice shall  lapservith respect

to the secured psrry Unless, beforc the hpse, another continuation statenrcnt authorized by

that sccured parf,v is filed.

(6) S'1cc1ding continuation slatements may be f i led in the same mannel to cortt inue

efl'ectiveness of the notire.

Section 58. Terminalion of notice.

the

(l) Thc effectiveness of a notice nray be terminatedby filing a terrnination statement

thai :
, -  

' . ' - t  
r  i

{a) identif ies the irr i t ir i

fb) identilier; a sscurctJ

. 1 ,

notice by' its filing nutnberl

Ilarty cn the noticc tliaf :luthorizes tlie ternlinaticn

stetemcrlt; ar(d

that the notice is no longer cffective with respt:ct to the intelest(c) ind[cates

of the secured party that authorlzed the filing of the terurination srtatentent.

(2) Within twenty ()0i davs :rfier the secured party receives a rvritten d,enrand by

the debior, the secured par{-v on a irot i t :e shall  f i le a termination statcment i i-

(a) there is no outstanding secured obligation.and no cotnnnitment to ntake

an advanqe; incur a4 obligrtion, or othe'Irvise give valuel or

(b) tha debtor did not authorize the filing of the initial notiLcel or'
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(c) the notice covers flccr)rrilts or chattel paper that have ber:n sokl but as to

vyhich

the account debtor or oth€r person obligated has discharged its ol l l igatiol l .

(3) A termil ialt ion st:rtement shall  tclminate the eifcctiveness of a notice 'with respect
,  r  i  t r _ . .  ; .

to a secured parly ol i  the nrrt ice nnly i f  lhe termination statement is authorized in a signed
'  ' )  t " ,  '  '  ,  r . ' i  , ,  r i , l

recond by tltnt securerd pari.i'. Upon the filing of an effective termiu:rtion statenreut, thc

au tho rizin g s ecu red p ari)-.

Scction 59. Ef&qtiveLes.Lqt ntuse.
l

( i) An init ial nt i t ice, amcrrdrnent, continuation statement, or ternrination statenrent

notice to which the tennination statement relates becomesineffectivc rvith respect to the

to t ire public by rneans of a s+:a;rch of t l ie rccords

statement, the record does not provide the

shall  be effectivr at t i te t ixre i t  is avaiLibie
1 . t  - .

trf the iiling oilice as provideC iu ,lliis Act.
. :  _ _ , , ! ,  . '  

j  
. ,

(2) The filing oificc nray rr'fuse to tile a notice orrl;v because--

(a) in the case cf an initiai llotice, the record does not provi,ue the name of a

debtor;

(b) in the case of an s.nrurdment, the record dces not provicle the name of a

dtbtor, cioes not provide the f i i ing nunrlrer of the init ial notice, or rt ire record

identif ies an init ial notice , lhose effectiveness has lapsr:r i ;

(c) in t l te ctse rr l 'a contirtrrat ion statement, the lecord docs nu( provide the

filing nutnber of the iriitial notice, or was not submitted within the pernritted six-

month tinre perio.d; , - i
' '  , , , . ,  : 4 , ,

(d) in the.case of a termination

filing number of the initial notice, or the record relates to an initial notir:e that has

lapsed vvith rgspect to each secured parfy on the noticel or

Page 4l of 50
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fliing fec is tendereci, or no other

e l'ce.

.rrrangement has been

for filing,. it shall prormptly'

the person that prescnted the record.

on the notice does uot affect the rights

nlade

(3) A

(4) If a filing olfice refuses to.accept a record

cornmunicate the fact of and r"-asen for i ts re{usal to

(5) A notice arRthorized by cne secilred party

(r:) less than :he full

I
for the Eayrrrent cf th

I

record tf:lt the fiiirrg oftice refuses to accept firr a rcason othcr than orre set
' . j  - ,  l ' t  r . , , . . . , ,

lbrth in this section shali  relnail  effective as a f i led record except against a purchaser of

the collatcral that gives value in reasonable reliance upon the absence of tlhe record from

the liling office.

of another secured parfS on the notic,r.
1 :  t - L

(6) The failu;'e of thc fiiing c{f ice to index a record correctly shall riot aft'ect the

effectiveness of thc rocord.

Section 60. Notice shali not constitute "constructive notice."- . * : .

A notice shall  not consii tute constructive notice to any person or k.nowiedge of i ts

e:r istence or content, t  y un" person.

ciiaprei {;- Ei{FoItrtEl\tIN'r or SECURITY INTIiRI|STS UPCI'i DIFAULT'

Section 61. Dtfsuit.  
.  l

(1) Upcn default, the securetl 1,art1' shall have the foliorving rights.

(a) The right to possession or control of the collateral, as th,c secured part) '

prefers, even if the sccurity agieetnent is silent about posscssion o;r corrtrol.

(b) Thg right to dispose.oi'the collateral.

(c) Qflter rights and remcdies provided in this Act.

(d) Other rights and rtrnedies in thc security agreement.

(e) Any rights and reniedies available under other lan'.24
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(2; T'hc sccurod

consecutiveiy.

(3) Pursuit of one remedl'shall  not preclude or prejudice the pursuit of another

remeCy.

(4) Upon defaplt,  i f  the collateral is a document, the secured parfy inay lrroceed as
,

to the douune;rt and as to thc gcodr ccvered by the document. The securcd party may'

proceed without judiciai action i i f  the document is in the possession of the secured party.

(5) A lessor of goocls for :r period gre ater than one year shall  havc the coinnion larv

"  
i  n ' t  

"  
t  l '  

'  i

rights of a lessor upon defarrlt, and an1'other rights that rna,v be providtr.l br'statute.
' . :

Section 62. Collection righfs of secured partv
. . ,  :  . .

(1) Upon defaull, lvithrespect to accounts, chattel paper, or other rights to payment,

thc secured part) ' shall be entit lcd to nrit ify an account debtor or other per'son thlt orves

pay'nrent to rnake payment

perry nrt iy i)rrsue an]'  or al l  of i ts remedies simultaneously or
' l

to the secured party, and also to take possessiort

(2) If  the securiS; interest secures a debt, the secuned part.v shall  irav the t lebtor enl '

am,runt col lected in excess oi ' the secured debt, plus expenses al iowed unil i :r  this Chapter.

Unless othenvi:.c agreed, if therre is a deficiency in collection, the debtor 0,wes to the secured

party the difference befil'een the amount collected and the secured debt prlus expenses

allorved under this Chaptel ' .

(3) If tire transaction wilsi a sale of accounts or chattel paper, the tiebtor is entitled to

any surplus and is.iiable fo,i anSr deficiency only if the sequrity agreemenlt so provides.

(4) Thc securgd parbr mny act under this section without judicial process,

nofivithstanding any other provision of this Act.

(5) If so agreed: and in any event after default-

or control of

any proceeds.
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24

, , . r  - i  i ,  
. i

(a) a seculed part;,'thai is a bairk with a security interest in a deposit account

ban.k arud perfected by contt'ol may 
lpply 

the b:llance: of the

e deposit

of the deposit

maintained by the

deposit accoutrl t  to t ire obl:gation secured by the deposit account: and

:  .  ' r  '  :

( l i )  in othei 'ct iest a secu,r ' id parfy" that has a secul l ty i r i terei i t  in
, : .

account perfeCted bv control rnuy instruct the bank to pay the iralance

l

account to the securtt i  parrty.

Section 63.,SeFUrgrJ partlagght to pissessirrn or c

(1) Upon O.fuUtt, thu r..,r..d party may take possession or controlof collateral
- :  

i ,  I

nithout legal proceedings if  the secured party does not breach the peace iLn doing so.

(2) Upcn default,  fhe securi;d party ma1' take possession or controi of col lateral and

disl.rose of col iatcrai try court or ' , ir :r,  anrl the fol lowing shall  apply:
'  ' ' l

(a) The securcd urri .y shell  l :c entit lcd to a special, erpedited order franr the

1  , '  , . :  
I  ' -  

; ,

court glanting,U* 
::*:r:,d 

irartl i ;ossession or controlcvlr t lte coilaleral.

(b) Issues ai the hearing shall be l imited to the existence of zi securitv

agreemrnt col'ering the i:ollateral and at least one event of default.

(c) An order to 'Jispcssess the debtor under this section ntav be appealed by

the debtoi ' ,  but no court shalt stay the t l ispossession order or prevettt the disposal of

the collrrteral during the appeai process.

(3) If  the secrlr i ty agreernerlr s+ provides, the secured parfy ntay require t l te debtor

to assemble fhc collateral rrnd nrake it il 'ailable to the secureti par{y at a piace to be

designated by the securcd parfJ/ that is reasonably convenient to both parties.

(l) I secured party may render equipment unusable without rem.(,ving it from its

location, and rnay dispose of col lateral at the debtor's place of business, residcnce, or any

other location where the collateral is found.
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Section51.Sggrg.djrail:i'sjislosgl-qlcollateralafter t

(1) After defauit.  a secured p:,,1'f f  rnay'sel l ,  Iease, I icense or otherwise dispose of any

ur ai l  of the collatcrai.

itl 
Ilisposal oil the

one or more contracts"

as a urrit or in parcels, at any time and place and on any terms

pai1y's duties under this Act.

(4) 'i 'hc securecl par ty shnll give the debtor, and any other secure<il pat't]- front whorn

the lc.cu;'r.d pai'ty rcceiles a r',:ritteir requcst, reasonable nofite of the tirnc cnd trllace of any

r;ollltcrai nr:ry be rnade publiciy or privatclY, a.iid
'  . . , ' '  :

may be niede irt

1 0

1 l

1 2

1 3

(3) Disposal maV 
fe

consistent with the sccured

public_saie or the t inne at which any irr ivate sale or other intended cl isposal

unless cornmunicalion is imprarlt i , : ; l  beiause collateral is pcrishable or t l trcatcns to decline

spcedily in value. The debtor may rvaive the right to be informed.

(5) the secured p:lrty rnay buy the collateral at any sale that is oprtll 'ro the public.

S e c t i o n 6 5. eg s eg'rcsgu-sfuU,tp o ggl-atsalalg a l.

(1) The procteds of 
;r istrosai 

shell  
lre 

applied in the fol lorving ort ier:

1a) t ire re:rsoi iable rrpetrscs oi 'retaking, holding, prepari l t ;g fcr disposal, and

disposing of the r:r: l laternl. incl,rding reasonable aitot 'ueys' tbes and lcgal expettses

incurred bi ' the serured party;

(b) the satisfaction of the secured obligation; and

(c) the satisfacticn of debt sccured by any subordinate seeurity interest in the

collateral if a writfen demand is received before distribution of the proceeds is

complcted and iU thc hulder,of a s; lbordinate security interest gi;ves reasonable proof

of the intcrest.

is to trc made,

L 4

15

tt)

! 7

1 8

1 9

2A

2 l
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(?) The secur€i l  palt i 'sh*i i  acrir:urt to t ire debior lor arry surplus : lrrcl,  urr less
I  .  '  : .  - r . '

otherwise agrccd, thq debtrrr i .s i irble for.any deficiency

(3) l]hen the secured party tlanst'ers the debtor's properfv to a yurchas;er that acts

in good faitli aird gi'l 'es value for rhe collateral, the secured party shall trarusfer all its rights
' . . : ,

in the collateral to thB purchaser and the security interest and all subordinate security
.  , . : .  . r  , j  . . .  : , , i  

- . . . , . ,  
. ,

i r teresls and clairns shali  he disi:harged.

(a) The rl irectoi of an1' clf ice uraintaining records of orvnership of the collateral
.  -  r  '  .  l  .  i ,  ' r  

"  
'

shall issue a nclv titlrr to :r purchaser iol' r"alue, and if the director requests, the securetl

parqv shall  provide autlrorization tbr the issuance of the r ielv t i t le in t l ie f,x'nr of a court

order granting possegsitin to the securcd party, or the secured parl,r'rs s\yrlri affidavit that

the transfcr is made purlua,nt to this Act.

Section -girpdslg1al,

( l). /r s:cured part.v mav, af iu' t letault,  propose to retain the ccl l : .-tc'-al

lrarl ial satisfaction of the s€c$,r6d obligatio:r.

(2) '[he proposal shpli be givelr io the debtor and to anv otbei'secuieC party from

n'hom the secut'ed part l 'has receil 'ed a writ len claim of an intcrest in the iol la{eral.

(3) lf the sccured parfy receives an objection in rvriting from :l person entitled to

receive ttotice under subsection (2) rvithin tn'enty (20) days after the notice n'as delivered,

the secured par{v shti l  dispose of the ccl lateral as provided in this Chapter.

(4) If  no objection i-.  received rvithin the 20-day period, the secured pariy may retain

the collateral.

Section 0z. 
?tPtpt'l_uelt to,i:leei colt :

(1) Unless otherwise agreed in rvriting, after default, the debtor or any other secured

party may redeem the collaterallby fulfilling all obligations secured by thre collateral and by

li.rll or

20

2 l

) )

23

24
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paf ing eripenscs reasonabiy incurrrrd b;,the secured party in taking possession, holding

and preparing the collateral for disposal, including reasonabie attorneys' fees and legal

expenses.
.  i . '

(2) Redemption ln*v tal:,e place only before the secured part.y has disposed of

collateral oi 'entered i i ; to a contract for i ts disposal or before the olr l igation has been

discharged oi" t l te col later*l has hcen rctained as provided in this Chaptu'.

Section 68. Dpterrqhatian of whether the secured pafll's tgndgd was commercially
, l

reasonable.

(1) A secured parr.v shall  dispose of col lateral only in a commerciarl ly reasonable

manner n'hen rJisposing ol 'coi laleral or col lecting an account.

(2) The fact th:rt a greater amr,runt coult i  have been obtaineci by a col lection,

entorceurent, rJisposiiticn, cr acccptxnce at a different time or in a difl'ererrt nrethod from

that selecteti iilr' the-secured party is not of itself sufficient to prcclude tlie sccured party

f l 'onr cstablishi lg that the collet.t iolr,  tnforcement, disposit ion, or accept:rncewas made in a

commercial ly reasolable nrann,er..

(3) A tiispc,sition of collateral is made in a commercially reason:iblc rnanner if the

disposition is rnatlc-

(a) in lhe us:. ial {nauner on eny recognized murkell

(b) :tt the price cuLrrent in ahy recognized market at the time of the

cl isposit ion; ur

(c) ofllelwisa in conformity- with reasonable pommercial practices among

,dealers 
in the lvl l  of property, that was the subject of the disposit ion.

(4) A collection, enforcement, disposit ion, or acceptance shall  be cleemed to have

been commercially reasonable if it has been approved in an1'of the folowing:
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l
j

{

(::) In r jrrdicial Froeecdir ig.

1b) i ty a boi:a t ide cr;ct i t t lr .s'  corrrmittee.

(c) Bf h r cpFCseritr.tir,e cf creditors.
I r i t . . , ' l . i ; ; - '  . f r . , . : : . , , , ' 1 . . ' r f . ,  ' ,  ,  " 1 ' . .

(rl) tsy an issignee for ttre benefit of cretlitors.

(5) Approval rtnder subsiection (4) shall  not be requircd to be cbtained for a disposal
: ' , ' ' : , , ' r , ' . ] . ' 1 . ; l . ' , i . ' r . . i

ial ly '  reasonable, and lack of approval shall  not rnenn that theK

,7

of col laterai to be cori; tn

lvhose securit.r' intercst )ras been macic kriolvn to

not commercially reasonllble.

the secured parfy prior to the disposal has

a right to recover front the securetl part]' arry loss caused b.v a failure to cornplh'with this

Cira pt.'r.

i-'haprtr 7 -- TIIANSITI0I{

Sectian r0. Igo-orgu;" 

' l

i1 ) ' fh is  sect ior r  shal !  apr : l ; r  to- -

(a) a transacliun ,rcnclu.icd prior to the effective clate of this Acl; that rvuuld

othenvise fall rvithin the scope of this Act, referred to as a "priol transacticn"l and

(b) the right of a lien holder whose right arose prior to the effective date of

' 
. 
this Act, referred to as a "priol lien". :

(2) The vaiidi$', effect and enlbrcernent of a prior transaction or prior lien shall be

determined by reference to the law in effect when the prior transaction r*'as concluded or

the prior lien arose, except as p1'syidgd otherwise in this section.

' j
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col lection, enfbrccment, disposir ioir,  or acceptance is
.  ' :  ,  i  : . :  '

Section 59. Stcu_r:tX1_Uertitlial:li floI'eer;rent rules.

i i)  l f  t lpe secured perf '  does nnr cornply lvith the requirenients tt  this /\ct with
,  .  '  :  

' 1  '  "  :  "  ' .  
. ' .

r€5lci t  t , . i  cnf i ; r 'cel l r tnlr , ' l i l r  g!1g { i , rpci ,r ia i  o{ col lateral  i r ra} 'oe ordere, i l  or r 'vsi t 'a ined b,r , the
'  ' t  

' i t "

coiu't  oi l  r ipproi)r iaie terms anii  conti i t ions.
'  

, ' - ; .  1 , . ,  
'  

, ,  . , i .  , ,

(2) If  {he t l isposal has occurrerl,  the debtor or arry pers{}r entit ied t* i ie ir, forrnetl or

1 0

l l

1 " 1
L L

i 3

l 4

15

L6

t i

1 8
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(3) 'fh.: 
ltro',risiirirr i,i rhi' ,t..( cri {iling, prioi'ity, a!-id enforc.:ilerrtsh:r l l  appl3' io e

: ,  I  - . 1 ' r ' , ' - . r r . . r . i .  
. . ' f  : ; l

priol '$t 'J.nsal: I i i " ,n or pr ic; '  l ierr  &.1:", ' i : l  t l : , . .  . rase of conf i ic i  r ' , ' iuf t  a s€cLl i . i r ] , in ier.est creatr:d
' , , ' ' i

under this Aci.

(.4) mav file a

nutice of i ts
: - '

r  ot ice.."
, . , "  " ' r :  .  j - l  I  , f , , i  , r . , , i r ' ,

( f ,  j  1 \  t fn  ' ' tS l i l i r . l  n . l i i {  e ntanr:€i: as 1;r'or';r'lrtl rcr a notilr: of air
. : " . .  ,  . : , .  ,

s€r ' : : l : : i l . ' i  i * t t rr : ; i  r r t ' l i  i : i , je,r t" lhq r lp;hr r , i 'u i j tn hold, i r .  Ti ie s.ui i ror, , r , i i i ign r : ; {  thr:  dcbit ' , r ' is
i . : :  ; t i . : ' , ,  i . r .  j . : , '  .  

: i . . ;  i r . ' . i 1 1 ,  
t j ,  . . , , ' ,  .  

,  . ' ' ,  " , , 1 , .  :  i . : , , : ;  :  r : r i  , ) . . , ) , . , r :  . . . , . , .  ,

nct i 'ec1*ircd.

(6) If a tr:irr,;i l ioil f trtit:c is il irc-*.
,  r  i .  t .  .  \

,  ' .  , 1 , .

the cfttct ive datc oithis ,rct. the interest(a) on ui' before the 6ti'h tle.y fronr

licn. *:'cept as provided in srrbsection (5).
, , ' . . , ,  , r , ' j

12

1 J

i 1

l 5

i 6

t 7

l 8

t 9

j t i

2 l

) ' ,

. . l l ' ' . . ' ; , i a . ' , . , , , | r . i r i ' : ; . . ; ' , \ | , ! . ,

{reateC under: rhe p{1,:r t i 'd::sircf i{ ir !  oi prior l ien sirai l  have l ir i ;r" i i l  uier a sccurit lf  
' l ' - '  

"  v r  l ' r  r v r  r r l r r  ' J r t J ' l l  r r o v l '  i , l  l l r l  l r J  U  l  t ; l

.  " . ' .  , ) . ,  : ' i .  .  : ,  . t ' . . : .  . ,  .  r .  :  l .  ,  .r -  f  
'

, lr t lerest-cicaltC u;{d{:r t \ is .r.ct. r. i  trrr irvi,Jed unilel Chapter 2, r.r. i lh l irrr ir i t '
. ' ,  '  i '  i  r : l ' . . , . - t . . i . ' i l . - : :  , . ,  - . - . r . . .  l ; . . ,  : : -  . - ,. ' ,  i . '  ,  1 : i ' , " . . , - : . , f  i l . ; : : . , , . :  ; . , :  l ; , 1  , .  , , i  ^ . .  . - . , , . . , , . , . , ,  , i . ,  

l . :  - , r ,  
, ;I

. i
fl itdi.rr(ii l i 'onr ih 1 '!:r re ul' !i:.: r.,l i lri leilcement rrf this ,{{-1.; cr.

:  r ' -  
' l  l .  |  |  -  

"  

'
'  ;  - . , , r  

r  I  
.  , .  r  ; : ,

i i ;1 a. 'drr ih+,i i ; t  Jir.",  i .rr, ; , :  t l ie eft 'ective ddt.E it i  this Act, r ir , j  i , ; !e:.€st rr.c; i tcd
'  |  ' l ; l  i .  : "

I

unrJer the pricr lr : l ' i :st{ci. ion 3r Ir iur l fun shali  h:rve priorir. , ,  orrt e sccur. i ty irr. terest
1 . . .

I
i

cl 'e*ted under t ir isiAct, as pr(rr, ' l { . iet i  under Chapter ?. r+ith pr. ir.rr:r i1'  rneirsured irom
I

i
I

the dtrtc oithe i i l ing oi ' ihs l lot ise'-,f  the prior transacSon or i l . i i l r  l ien.

sccul ' iQ int:r*si ;)ci l t , : tr{ i  r(nder t lr is Act sh:l l i  have priori ty o',cr the interest

l ir ior f t ' t t ls: iui; in t;r i ; t i i -)1' l l . 'n i i ' r to transit ion rt{}I ic.e i : i  t i l t 'G rr i th rrspcct t6 the

( / , | 4

citi leci b;, '  a

prior transactionD.  pnor

.: r i  . ,  , ; .  . : , . ;  j , , , ,C!: ls*f .S l  Cc.nrmencement

Secfion 7 i. ItffeStivclp4:e.23

Page 49 of 50



.-.,' -' , -,-i"-l::.i.i jji:tJ

, . . ;  : , t  
) ^  

,  
:  ,  , . ,  "

ITPPL ilr,. &-!+?.
ipassed as su]*lr iii,r'n". u:r-o+_tni, HIU

- . ' - : l j ) r . :  
' -  : .  , _ l i _ r - _ _ : , 1 : _ ' , ' j _ - . . r i r 1  i . . - J  , . ,  ' . '

4

f,

' - '  ' Y r -  )  " r  "  f  , - t , , ,  . .  . .  , j " , r l .  ,  , ,

(1) '[his 
Act, sections l-Tz, irrcrusive, shall beconle an effectivchlv after its approval

by the Presideut of (he p-' . 'puhilc of Palau, cir after i ts becoming law rvi i l i rout such approval,' "  r '  
;  

' '  
: .  i  r . - "  .  . t ' , t ' ,

on (he daie thnf the (lcl,lmissir,ti pt.urnrrigates as the effecti'r'e date pursuant to regulation.
. ' . : ,  j l . , . i r l . "  

I  
j  i : , .  ; . . r . r . ; 1  . r . 1  . ;  . ' , , , - , ' , ,

i2; Fl i ; ' rve', '*" i  : ire erftcl ire' i iae l t  this Act prornulgared try r i ire (* 'unurri , lsion shnil  pot
' ' '  '  ' .  

. ' : , , , t . " " 1 . , " ' .  ' l t l  l l ;  t j , . ,  
i  "  .  . .  , ' , , , r '  i . i , . . . .  , .  ,  , . , 1  . . . 1  , . . ,  r .

be pr ior to f i re r late thaf i l .*  l i l i r r , - . r l l i jce is open and i .ead,! , to r .ecei i ,e l i i , l f iccs.
' : r , ' . i ' " , ' , - - , - ' - . ' i i " , i " , , ; ' ' " t . , ^ ; - . . : , : . ' j , , r , . i , , 1  

i 1 . . i . ' . i . , , . , ; 1 . , i : { t , . r i ; . . . . i - ,  
I

(-3) ?'hc Uctt l lnissi,,r i  . .h; i l i  nlakl ai i  fcasoriable ettu*ts f, ;  cuuca're r*c ipubiic abtiut'  
. i  , ' _ ' l ^  ' . : . 1 . : , , i " i l : . "  

; , ;  i , , . ; , , r , , t , - , . . i  - i .  , , , , , , i . : , i , t . q , 1 , , . : : J , ; : . ^ , 1 i j  . . . r , . .

the l i l i rrg syst€;.tr prior]to the *ff 'ec(ivr r iare ol ' this Act.
-  / J . i .  r ,  i . .  . t  

. ^ '  l : l  i : ,  ) - . \ .  
i  . l  , , . , t  -  

i , .  : . , - . . .  
:  

-  - . , ,

Section 72' .{Ilee.1!-rirygi. litction 8(J7 of Title 4l af thc Paiau lrrationril Llotie shall'  
i  1 '  :  ;  .  ,  , .

hereb;'  t 'e anrended to slaie as tbl low,s:

"Sr; ii u.r 8$ 7. L ieri l,;-1. tr,rr rr ; rib r.it; uns.t 0

1 !
l l

t ' )

t 3

t4

l 5

,,\ll r:c, rr ;ri bu {ions,
, '  |  1

l l  , . . , . \ ' ,  r r  , ,  , , t  ,  ;  .  
' , , : 1 -

.,\ pp rrlr'e.l tlrin r(C 3,,

Johnson Toribiong

President

P.' : i ,ubl ic of Palau
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i,rr: l , l r t inH "*irait ies^ inteiest a.^i:r:red. and atr,: : ; .ne -,"s t 'ces thu.con,
"  . 1 .

i tnp4's6.. i  or ai i r l ld lra: i l  u i , , i . : l . l j . :s r i ,o i , rc:shai l  be a l icn u;1..) i r  er i )  plcpi ;r- t . r ,u_i  the

ent lr lo l 'er,  l ravir ,g perial i lq" r . r ' i i ' ; ! i  r - , i i :e l  r ; l i i l rn$ end l iens inciu, l l l i .g i l r r ; , , , t r  olhcr tr : r*b,

subjcct i0 t l te-Secured. l ' ransact iorrs l rr ' t , . l f  ?011, and ma;r,be roi lccted i ; 'v, levy upon such

p, ()per(v in f i re sami manneq as the leq o,f  an cxecut ion., ,

PASSEI);  Aprr l  t  9,  1012

i?;t1 ,-, 
". 
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