SECURED TRANSACTION ACT, 2063 (2006)

Act number 19 of the year 2063 (2006)

Date of Authentication and publication
30 kartik 2063(Thursday 16 Novermber 2006

An Act Made to Provide for Secured Transactions

Preamble: Whereas, it is expedient to make provisions forthwib secure
obligations with movable and intangible propertyogking consolidated legal
provisions in relation to secured transactions fo¢ maximum promotion of
economic activities for the economic development efcbuntry;
Now, therefore, be it enacted by the House of Regm&atives in the First Year
of the issuance of the Proclamation of the House Rdpresentatives,
2063(2006).

CHAPTER- 1

Preliminary

1. Short title and commencement (1) This Act may be called “Secured
Transactions Act, 2063 (2006)."
(2) It shall come into force immediately.

2. Definitions: Unless the subject or the context otherwise raxgjirin

this Act,-

(a) “court” means the commercial bench of such cowtnay be
specified by the Government of Nepal, with the caonisef the
Supreme Court, by a notification in the Nepal Gazett

(b) “instrument” means a deed which can be transfetee another
person by way of endorsement or assignment in thmairg course
of business and a share certificate, and this t&sa includes any
deed that evidences a right to the payment of money.
Provided that this expression does not mean a ggcagreement

or lease.



(c)

(d)

(e)

(f)

(9)

(h)

“intangible property” means movable property atlilean goods,

accounts, secured sales contract, deeds, instrumamds cash,

which create legal right;

“record” means any information that is stored any deed or

electronic or other medium in such a manner that ah de

perceived, seen, opened or retrieved as per négeasid this term

also includes a notice under this Act;

“consumer goods” means any goods used for pekstaraily or

household purposes;

Provided that this expression does not mean anwlsatmbered

vehicles.

“equipment” means any goods other than farm prosiuinventory

or consumer goods;

“serial numbered vehicle" means a motor vehiclegader of motor

vehicle, an aircraft or a motorized boat, when neldhas inventory

of a security giver;

“farm products” means the following goods of acsrity giver

engaged in farming, other than standing timber:

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

(2) aquatic animals produced in water;

(3) livestock (including the unborn);

(4) goods used or produced in a farming operation;

(5) products of crops or livestock in their unmaraitaed state.

“purchase money security interest” means a sgcinterest up to

the following extent:

(1) taken or retained by the seller of goods to seailirer part of
the price of such goods; or

(2) taken by a person other than the seller whegivalue or
consideration to enable the security holt®racquire rights
in or the use of goods, and such value or consideras in
fact used for the purpose for which it has beeremnak
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(k)

(1)

(m)

(n)

(0)

(p)

(a)

“fixture” means goods that are fixed to immovalpleperty, or are
intended to become fixed to immovable property, imanner that
causes a property right to arise in the goods uriderlaws in
force.
Provided that readily removable or detachable factmachines,
office machines or domestic appliances are not fegur
“guarantee” means a secondary obligation suchnagbligation to
pay, or an issuer’s obligation to pay under a kettecredit, and
this term also includes an obligation that suppdhes payment on
an account, secured sales contract, document, mstruor other
intangible property.
“Registration Office” means the secured trangatd registration
office established pursuant to Section 4.
“obligor” means the person who is obligated on atcount,
secured sales contracts or other intangible prgpert
“security holder” means a lender or creditor smiler or other
person in whose favor a security interest is créateder a
security agreement, and this term also includes ahaser of
accounts or secured sales contracts and a |lesgmoalfs.
“security giver” means the person who owes paymanother
performance of the secured obligation, whether drthe person
owns or has rights in the collateral, and this temoludes a seller
of accounts or secured sales contracts and a |ledsgmods.
“collateral” means any intangible property ofyamature, fixtures,
movable property such as timber to be cut, mineralsb&
extracted, which is subject to a security interemtd this term
includes collateral that arises in the future, atdlral located in or
outside of the country, accounts or secured sabedracts that
have been sold, leased goods and proceeds of @allat
“security agreement” means an agreement that eseat provides

for a security interest.



(s)

(t)

(u)

(V)

(w)

(x)

(v)

(2)

“security interest” means a property right inllaberal that secures
performance of an obligation.
“buyer in the ordinary course of business” meanperson who
buys, in the ordinary course, goods from a persahénbusiness of
selling goods of that kind, if the buyer buys inogdofaith and
without knowledge that the sale violates the rightfs another
person in the goods.
“lessee in the ordinary course of business” nseamperson who, in
good faith and without knowledge that the leaseiwiolation of
the ownership rights or security interest or leadehnterest of a
third party in the goods, leases in the ordinaryree from a person
in the business of selling or leasing goods of thatl.
“purchaser” means a person who takes any prgparttakes any
interest in such property in any manner.
“account” means an account that creates a right apment for
goods sold or leased or for services rendered whihnot
evidenced by an instrument or secured sales contract
“inventory” means goods held for sale or lease ity arade or
business, and this term also includes raw materigksd un any
enterprise or business, semi-prepared or prepareddsgoor
materials used or consumed in such enterprise onbssi
“value” means any consideration made or to be mageaordance
with a contract.
“goods” means all kinds of things that are movableewla security
interest attaches, and this term also includes fegutimber to be
cut and removed for sale and farm products.
Provided that this term does not include accounégued sales
contracts, currency, documents or instruments
“lease of goods” means a lease of the followgngds:
(1) alease of goods for a duration of more than yees;
(2) alease of goods for an indefinite term;
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(aa)

(bb)

(cc)

(dd)

(3) a lease of goods for an initial term of one yeatess if the
lessee, with the consent of the lessor, retainsteniupted
possession of the leased goods for more than one afes
the lessee first acquired possession of the goods.
Provided that the lease does not become a leasetrm of
more than one year until the lessee's possessioane@xt
beyond one year.

(4) a lease of goods for a term of one year or legksre the
lease provides that it is renewable for a periodttmay
exceed one year.

“Registrar” means a person who is appointed designated

pursuant to Sub-section (3) of Section 4.

“lien holder” means the following persans

(1) a person who obtains a right in a security kolsl collateral
or a right to seize such collateral, by order odcaurt or of
any authority under the laws in force or of an adstmator
in an insolvency proceeding under the laws in forekating
to insolvency;

(2) any other person who obtains a right in a siggurolder’s
collateral by operation of law, except a personhvatright of
retention of collateral.

“document” means a document of title or a recsych as a bill of

lading or warehouse receipt issued by a personyiayron the

business of transporting or storing goods.

“proceeds” means proceeds derived or to bevdé@rirom the

following activities:

(1) whatever is acquired upon the sale, leaseniegexchange,
or other disposition of, collateral;

(2) whatever is collected on, or distributed widspect to,
collateral;

(3) rights arising out of collateral;
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(ee)

(1)

(99)

(hh)

(if)

4))

(kk)

(1

(4) to the extent of the value of collateral, claiarssing out of
the loss of or damage to, defects in, or violatndnhe
terms of, the collateral;

(5) to the extent of the value of collateral andtte extent
payable to the security giver or the security holdesurance
payable by reason of the loss of or damage to, @ation of
the terms of, the collateral.

“cash proceeds” means proceeds such money, ebefunds on

deposit, and this term also includes similar otheshgaroceeds.

“sign” means to execute or adopt a name or synipolhny means,

with intent to identify the signing party or to guoor establish the

authenticity of a record.

Provided that this term does not means the compulsiomake a

manual signature.

“acquisition of property” means an act of takia property by a

person receiving security as a buyer, donee, stgcaplder or

mortgagee, or creating an interest in the propestyahy other
voluntary transaction.

“notice” means a record filed or presented fding in the

Registration Office, and this term also includes admeants,

continuation statements, and termination statemerds dhe filed

or presented for filing

“secured sales contract” means a record thatt@s a debt liability

and a security interest in goods or in a leaseoofdg.

“assignment” means the transfer from one personanother, in

whole or in part, of a right to payment in an acdgeecured sales

contract, document, instrument, or other right torpamgt.

“assignee” means a person who takes an assignmengtuf or

payment.

“assignor” means the person who makes an assignmengtdfor

payment.



3. Applicability of the Act: This Act shall apply to the following

transactions:

(a) all transactions where the effect is to seamebligation with

collateral, including pledge, hypothecation an@+purchase;

(b) the sale of accounts and secured sales cts)tead

(c) thelease of goods.

Explanation: For the purposes of this Section, the term
hypothecation means only the hypothecation of avainie
property.

(2)  This Act shall apply to transactions mentiomre&ub-section (1),
regardless of anything contained in the agreematdred into between the
parties and whether the ownership right in colkdtes held by the security
holder or the security giver.

(3) Notwithstanding anything contained in Sub-satdi (1) and (2),
this Act shall not apply to the following transacts:

(a) the transfer of a claim for compensation otaployee;

(b) a sale of accounts or secured sales contragiara of the sale of

a business out of which they arose,;

(c) an assignment of accounts, secured sales cttainstruments,

which is made for the purpose of collection; and

(d) an assignment of a right to payment under atraohto an

assignee that is also obligated to perform undecémtract.

Chapter-2
Establishment and Operation of Secured TransactionRegistration Office
4. Establishment of Reqistration Office (1) The Government of Nepal

shall establish a Registration Office called asSkeured Transactions

Registration Office for registering notices as pded in this Act.
(2) Until the Registration Office is establishgdirsuant to sub-
section (1), the Government of Nepal may desigaateoffice to perform the

function of registering notices pursuant to this.Ac
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(3) In order to manage the affairs of the Regigin Office, the
Government of Nepal may appoint or designate atlgazetted class two or
equivalent employee as the Registrar.

(4) The Registrar appointed or designated putsGab-section (3)

shall perform the functions and duties prescribgthis Act.

5. Functions, duties and powers of Registration Office(1) The

functions, duties and powers of the Registratiofic®fshall be as follows:

(a) establishing, operating and maintaining antebedc registry for
the filing of notices or amendments related withtices,
continuation statements, termination statements @ordection
statements and notices of the interests of lieddrsl

(b)  delivering to any person who so requests, méiron from the
records of the Registration Office records as lediin this Act;

(c)  publishing an annual report on the functioret thhas performed
within six months of the end of each fiscal year.

(2) The Government of Nepal may enter into an eagent with a
private entity for the performance of any or alltbé activities required to be
performed by the Registration Office and seek t@msi®, as required, for the
discharge, through such entity, of the activiteguired to be performed by the
Registration Office. Prior to entering into an agreent with such entity, the
Registration Office shall have regard to whetheshsentity is competent as
follows or not:

(@) Whether or not such entity has the requiredenas, financial,
human, and technical resources to assist the Ra@mst Office
in the activities relating to filing notices;

(b)  Whether or not such entity has the ability tvér access to the
electronic registry maintained by the Registrati®ffice, in

consistent with prudent business practices.

6. Right of access to notices of Offic€1) Information contained in

notices filed pursuant to this Act shall remairpablic records.



(2) Indexes and other records created by the Ratimt Office with
respect to the notices, in any form or medium,Igieahain as public records.

(3) Every person shall have the right to inspeda abtain required
copies of recordseferred to in Sub-section (1) or (2) held by thegiRtration
Office.

Contents of initial notice: (1) An initial notice shall state the following

matters, at a minimum:
(@) The name, address and other particulars ofeberity giver;
(b) The name, address and other particulars o$é¢lcarity holder or
an agent of the security holder;
(c) Detalils relating to collateral.

Provided that such notice shall also provide ac@son of the

relevant immovable property if it covers timber te lcut,

minerals to be extracted or fixtures to collateral.

(2) A security giver or a person authorized by Heeurity
giver may file an initial notice with the Registiat Office in accordance with
this Act. The deed of authorization given by tleewsity giver need not be
contained in such notice.

(3) Where a security giver has concluded a securit
agreement, the security giver shall be deemed ¥e hathorized the filing of
an initial notice or amendment covering the colateescribed in the security
agreement or proceeds of such collateral, whetheotothe security agreement
expressly provides about such collateral and pax&em such collateral.

(4) An initial notice may be filed pursuant to $h$ection
before a security agreement is concluded or befasecurity interest attaches
to collateral.

(5) An initial notice shall be considered to bedeetive
pursuant to this Act if the notice complies withetlother requirements
contained in this Chapter and does not misleadit@etyat the notice does not

contain any such matter as required to be containddr this Section.



8. Sufficiency of name in_a notice (1) Where a notice provides the

following matters, the name of a security giver |lshe considered to be

sufficiently provided in the notice:

(a)

(b)

(€)

(d)

(e)

where the security giver is an individual, @dh notice contains
the citizenship number mentioned in the Nepaleseeaiship
certificate obtained by him or her;

where the security giver is a non-Nepalesgonal, and such
notice contains the name as indicated in the passptained by
him or her, the name of the country that issuedptdmsport and
the passport number;

where the security giver is a body corpoestiablished under the
laws in force, and such notice contains the namh@fsecurity
giver as recognized after establishment under dies lin force
and the registration certificate number;

where the security giver is a foreign bodypowate qualified to
do a business in the State of Nepal under the iavierce, and
such notice contains the name of such body as nemxunder
the laws in force to do transaction in the StatNeypal; and
where the security giver is a foreign bodypowate which is not
registered under the laws in force relating to camgs but is
allowed to do a business in the State of Nepal uttgelaws in
force, and such notice contains the name as recegjuinder the
laws in force of the country where such body coap@has been
incorporated.

(2) Where a notice sufficiently provides the nawk the

security giver, such notice shall not be consideécebe ineffective only by the

reason that such notice does not contain a trade raa other name of the

security giver.

Provided that where a notice contains only thddmame of a security giver,

such notice shall not be considered to sufficiemibytain the name of the

security giver.
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10.

(3) A notice may contain the name of more than seaurity
giver and the name of more than one security holder
(4) Only the failure to indicate on a notice thgberson is an

agent of the security holder shall not affect thiicgency of the notice.

Effect of changes in_notice (1) Where a collateral is sold, exchanged,

leased, licensed or otherwise disposed of, a ndilied with respect to the
collateral shall remain effective even after su@pdsition even if the security
giver knows of or consents to such disposition.

(2) Even if a security giver changes his or her @amsuch a manner
that a notice filed in accordance with this Act ts@es seriously misleading,
the notice shall remain effective to mature a dgcunterest in collateral
acquired by the security giver before the dateuochschange in name or within
four months after that date. The notice shall besiered to remain effective
to mature a security interest in collateral acquiby the security giver after
four months of the change in name only if a chaingrame is filed and the
name is corrected within four months of the chaihge corrects the name.

(3) Except as provided otherwise in relation to tteange in the
name of security giver pursuant to Sub-section &)yotice shall remain
effective even if, after the notice is filed, a nga of circumstances renders the
notice seriously misleading.

Duration_of notice_and effect of lapse thereof(1l) A notice filed in

accordance with this Act shall remain effective doperiod of five years after
the date of filing. The notice so filed shall ceaseremain effective on the
expiration of a period of five years period unlassontinuation statement is
filed before the expiration of the term of suchicet

(2)  Except where the security interest is matuitbaut filing,
a notice shall become ineffective and any secumtigrest that was matured by
the notice shall become immature upon the expiraiicthe validity period of
that notice.

(3) Where a security interest becomes immatureénbyréason

of expiration of the validity period of a noticéet security interest shall, in no
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11.

12.

case, be deemed to have been mature against anpetsw acquires the
collateral for value before or after the expiratarsuch notice.

Security holder on the notice (1) A security holder on the notice is a

person whose name is mentioned as the name of ébarity holder or
representative of the security holder in an initiatice or amendment that has
been filed in accordance with this Act.

(2) Unless and until the name of a security holoerthe notice is
omitted by filing an amendment to the notice punsua Sub-section (1), that
person shall remain as the security holder.

Amendment of notice (1) An initial notice may be amended by one or more

than one amendment. An amendment notice to thialiniotice shall contain
the following matters:

(@) the initial notice has to be identified by file number;

(b)  the security holder on the notice who auttesithe amendment

has to be identified;

(c) that the matter intended for an amendment to theadas to be

clearly mentioned; and

(d) all information required to be mentioned miaitial notice has to

be provided, completely restating the notice in anner that
reflects the amended state of the notice.

(2) If a security giver gives authorization by gn®d record and files
an amendment notice and such amendment noticedie€loollateral covered
by a notice or includes a security giver to a retihat amendment shall be
effective. By concluding a security agreement,ausgy giver shall be deemed
to authorize the filing of an amendment covering tollateral described in the
security agreement, and proceeds of the collatetatther or not the security
agreement expressly covers proceeds.

(3) If a notice contains more than one person ass#turity holder,

each of such persons may authorize anyone torfien@endment.
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13.

(4) If a notice contains more than one person ass#turity holder,
the amendment shall be effective if any one securdlder authorizes the
filing, by a signed record.

(5) An amendment authorized by one security hotaethe notice
shall not affect the rights of another securitydeslmentioned in the notice.

(6) An amendment that includes collateral shaleffective as to the
added collateral only from the date of the filifgloe amendment.

(7)  Where an amendment is filed to include a ségcwgiver, the
amendment shall be effective as to the includedrggcgiver only from the
date of the filing of the amendment.

(8) Any amendment, other than an amendment to diecleollateral
or a security giver, shall be effective only if ecarity holder on the notice
authorizes the filing, by a signed record.

(9) An amendment shall be ineffective if it purgoto delete all
security holders mentioned in the notice or fadlgtovide the name of a new
security holder instead of the security holderslsteted or purports to delete
the names of all security givers mentioned in thce or fails to provide the
name of a new security giver instead of the secgniters so deleted.

(10) The filing of an amendment shall not extend thalidity period
of a notice.

Continuation of notice: (1) The validity period of a notice may be extended

by filing a continuation statement that contaims following particulars:

(@) particulars identifying the initial notice iy fle number;

(b)  particulars identifying a security holder mened in the notice
who authorizes the continuation statement;

(©) particulars indicating that the effectivenedsthe notice, with
respect to the security holder who authorized iliveyf is to be
continued.

(2) A continuation statement may be filed only witlsix months

before the expiration of the five-year’s validitgnpod of the notice.
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14.

(3) Where a continuation statement is filed withine period
pursuant to Sub-section (2), the notice shall rermalid for a period of five
years commencing from the date on which the notioelldv have become
ineffective if such statement had not been filed.

(4) If there is more than one security holder nwergd in a notice,
the notice shall remain valid only with respectite security holder who has
authorized the filing of the continuation statementil the period as referred to
in Sub-section (3).

(5) The validity period of a notice shall lapse lwitespect to a
security holder unless another continuation staténsuthorized by that
security holder is filed prior to the expiry of tialidity period of the notice
pursuant to Sub-section (3). Succeeding continnaiatements shall be filed
in the same manner as a notice is required tolée o continue the validity

period of the notice.

Termination of notice: (1) The effectiveness of a notice may be terminated by

filing a termination statement that:

(a) identifies the initial notice by its file numbe

(b) identifies a security holder mentioned in timetice who
authorizes the termination statement;

(c) indicates that the notice is no longer effextivith respect to the
security holder who authorizes the filing.

(2) If the following conditions are met and thezgrity holder receives a
written demand made by the security giver, the sgcholder mentioned in a
notice shall file a termination statement withiretwy days of receipt of such
demand:

(@) there is no outstanding secured obligation mmdommitment to
make an advance, to incur an obligation, or otrswbD give
value; or

(b) the security giver has not authorized the dliof the initial
notice; or

(c) the obligor or other person obligated has disgéd his or her
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obligation with respect to the already sold accsumtsecured
sales contracts covered in the notice.

(3) A termination statement shall terminate thterest of a security
holder mentioned in the notice only if such statemeés filed by the
authorization of such security holder. If a termioatstatement is filed, the
notice to which the termination statement relatesisnot become effective

with respect to the security holder who has giverhsauthorization.

Effectiveness of notice (1) Where an initial notice, amendment,

continuation statement or termination statementompanied by the fees
required, is filed with the Registration Office guch record is accepted by the
Registration Office for filing, such notice or gtatent shall be deemed to have
been filed with the Registration Office.

(2)  Notwithstanding anything contained in Subtisec (1), a record
submitted to the Registration Office for filing guant to that sub-section shall
not be deemed to have been filed if the Registmafiffice refuses to file such
record in any of the following circumstances:

(@) where the record is not accompanied by tls fequired for

filing pursuant to this Act;

(b)  where, in the case of an initial notice, tteane of a debtor is not
mentioned;

(c) where an amendment statement of notice doesnention the
file number of the initial notice, does not mentitre name of a
debtor or where the term of the notice related \amendment
has expired;

(d)  where a continuation statement does not merthie file number
of the initial notice or where such continuatioatetment is not
submitted within a period of six months pursuanStd-section
(2) of Section 13; and

(e) where a termination statement does not merhtierfile number
of the initial notice.

(3) Except inthe cases referred to in Sub-sed), even though the
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16.

17.

Registration Office refuse to file an initial natjc amendment notice,
continuation statement or termination statementrstied to it for filing, such
record shall be deemed to have been filed.

Provided that where a purchaser of the collateesd given value in

reasonable reliance upon that such notice has men Hiled, this

provision shall not be applicable to such purchaser

(4) Where the Registration Office refuses to ptca record for
filing, it shall promptly communicate a notice aipwith the reason for such
refusal to the concerned person.

(5) Afiled notice shall be effective only to tegtent that it was filed
by a person authorized to file it pursuant to fus.

(6) A notice authorized by one security holdentimed in a notice
shall not affect the rights of another securitydeslmentioned in the notice.

(7)  The failure of the Registration Office to @da record correctly

shall not affect the effectiveness of the record.

Claim concerning wrongfully filed notice: (1) Where a person

believes that a notice filed in the Registratioficd@funder the name of that
person is not based in fact or has been wrongfidlgt, that person may file in
the Registration Office a correction statementrsgtiut the following matters:

(@) identifying the record to which it relates bye file number
assigned to the initial notice;

(c) the basis for that person’s belief that tbeord is inaccurate and
the manner in which that person believes the resti@lld be
amended to cure any inaccuracy or the basis fdr fibeson’s
belief that the record was wrongfully filed.

(2) The filing of a correction statement pursutnthis Section shall

have no effect on the effectiveness of a notice.

Duties of Registration Office (1) The Registration Office shall do as follows,

in respect of each notice filed with it:
(a) designating a separate filing number to edet fecord;
(b)  creating a record that bears the filing nundssigned to each
16



18.

record and the date and time of filing; and

(c)  maintaining each record open for public insjoec

(2) The Registration Office shall file an initiabtice by the name of
the security giver.

(3) The Registration Office shall file an initiabtice and all records
relating to the initial notice in a manner thatcasates such notice and records
with each other;

(4) In the case of notices containing serial numbef serial
numbered vehicles, the Registration Office shalintaan an index of serial
numbers.

(5) The Registration Office shall maintain recoad®xpired notices
for a period of ten years after the date of expiry.

(6) The duties of the Registration Office shall heerely
administrative. While filing or refusing to file @otice, the Registration Office
shall not determine that such notice is sufficiemt insufficient or that
information mentioned in the notice is correctrarrect.

Information to be obtained from Registration Officee (1) The

Registration Office shall provide the following ammation to any person that
requests it for any information:

(&) whether or not any notice that designates réicpéar security
giver and is valid with respect to all security dis is filed or
not at such date and time as specified by the Raggan Office;

(b) the file number, and the date and time ofi§lof each notice;

(c) the name and address of each security givérsacurity holder
mentioned in each notice;

(d) the description of collateral mentioned in heanotice or
amendment; and

(e) the file number, and the date and time ohdliof each record
relating to each initial notice, and identificatioh the record as
an amendment, continuation statement, correctiatersient or
termination statement.
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19.

20.

(2) Arequest, setting out any of the followingtters, may
be made to the Registration Office to search rexord
(@) the file number of an initial notice;
(b)  the serial number of a serial numbered vehicle
(c) the citizenship certificate number of a sagugiver if he or she
is a citizen of Nepal; or
(d) the name and passport number of a securitgr givhe or she is
not a citizen of Nepal.
(3 In performing its duties, the Registration fiGd may
communicate information or notices by any means.

Provisions relating to filing fees (1) A fee of five hundred rupees shall be

charged for filing each initial notice, amendmenbtice, continuation
statement, termination statement, correction staténor for the search of
records.

(2)  Notwithstanding anything contained in sub-mect(1), no fee
shall be charged for searching records by usingedleetronic technology
provided by the Registration Office.

(3) No fee shall be charged for other servicesvidex pursuant to
this Act.

(4) The Registrar may establish procedures fabéishing accounts
for users of the services provided by the RegisimaOffice and for periodic

payment of fees charged for such services.

Chapter - 3
Provisions Relating to Security Interest

Security interest (1) Any person may give and take a security intenader

this Act, subject to Sub-section (2) while givingataking a security interest,
the security interest may also be given and takenmanner that more than
one person can get the security interest in angteoal.

(2)  No security interest other than a purchaseay@ecurity interest

may be created in consumer goods of a security.give
18



21.

22.

23.

24.

(3) A security interest shall not be deemed tinbalid by the reason
only that the security giver retains the right teeupossess, sell, exchange,

commingle, or otherwise transfer the title to, tbéateral.

Secured obligations (1) A security interest created pursuant to Sec2io

may secure one or more obligations described spaityfor in general terms.
(2) Secured obligations referred to in sub-sectid) may be
monetary or non-monetary.
(3) A security interest may also secure futureigalbions. Such
obligations may be mandatory, conditional or opgion

(4) A security interest may also secure pre-existibligations.

Collateral description: A description of a collateral shall be deemed to be

sufficient if it reasonably identifies what is im@ed to be described. A
description of a collateral may also be expressedeneral terms except as
provided otherwise in this Act with respect to senumbered vehicles.
Explanation: For the purposes of this Section, the expressiongéneral
terms” shall mean a description indicated by a scgiver by using phrases
such as “all assets” or “all movable property” lo¢ tsecurity giver, except with

respect to consumer goods.

Effectiveness of security agreemen{l) A security agreement shall be

in the form of a record. A security agreement maayound in one or more than
one record.

(2) A security agreement shall apply accordingtsoterms to the
parties, purchasers of the collateral, creditord #an holders, except as
otherwise provided in this Act.

(3) A security agreement may relate to one or rtloa@ one security
interest.

Collateral in_security holder's possession (1) A security holder shall

take reasonable care of the collateral in the #gcholder's custody and
protection .
(2) Except as otherwise agreed, if a collateralnisthe security

holder's possession, the following provisions shpply:
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(@)

(b)

(€)

the liability of the security giver shall be pay reasonable
expenses including the cost of insurance of théatwhl and

taxes or fees associated with the collateral, arch £xpenses
shall be realized from the collateral;

in the event of accidental loss of or damagéhe collateral, the
security giver shall bear the risk up to the exianit covered by
insurance;

the security holder shall hold as additioredwsity any increase,
except money, received from the collateral and agagly such

money to reduce the secured obligation unless thaew is

reimbursed to the security giver.

Attachment of security interest to collateral:(1) A security interest shall

be attached to a collateral and become enforcemd@dest the security giver

and third parties with respect to the collaterallyom the following

circumstances:

(a)

(b)

(€)

(2)

where a security agreement has been entatedproviding a
description of the collateral;

where the security holder has given valu¢hi security giver,
and

where the security giver has rights in th#ateral or the power
to transfer such collateral to the security holder.

Except as otherwise agreed, the attachmesega@ifrity interest in

a collateral shall provide the security holder vihile right to a security interest

in proceeds of such collateral as provided in Aus

Maturality of security interest (1)

Chapter - 4
Maturity and Priority of Security Interest

A security interest shall be deemed to

have matured when it has attached to collateitla@ requirements referred

to in this Section are satisfied.

(2)

Except as provided otherwise in this Sectiamotice shall be

filed in the Registration Office to mature a segumterest.
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(3) A purchase money security interest in consugaerds shall be
matured only when it attaches to the consumer gdodiall not be required to
file a notice thereof.

(4) A security interest in goods, instruments, woents or secured
sales contracts shall be matured only when theisgtwolder takes possession
of such collateral. It shall not be required te fd notice for this. A security
interest in goods, instruments, documents or seceages contracts shall be
matured by possession from the time when possessidaken and shall
continue so long as such possession is retained. sBleurity holder may
mature a security interest in goods, instrumentguchents or secured sales
contracts matured by possession under this Subbsebly filing before, during
or after the period of possession.

(5) A security interest in money may be maturedyomhen the
security holder takes possession of the money oitla@rcash proceeds.

(6) A security interest in a serial numbered vighghall be matured
only when a notice that describes the serial nueteehicle generally or by
serial number is filed.

(7)  The filing of a notice shall not be necessarynature a security
interest in proceeds.

(8) While goods are in the custody of a baileet thas issued a
document covering the goods, a security intereshéngoods may be matured
only after maturing a security interest in the doeat. Where a security
interest in the goods is matured by filing a notiteging the period that the
goods are in the custody of the bailee, such dganterest shall be related to a
security interest matured in the document.

(9) Maturing of a security interest in collatestlall also mature a
security interest in a guarantee supporting theatohl. The filing of a notice
shall not be necessary to mature a security irtterdse guarantee.

(10) Maturity of a security interest in a right tpayment or
performance shall also mature a security interest mortgage on immovable
property securing the right to payment.
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Continuity of maturity : (1) A security interest shall be deemed to be neatu

continuously if it is first matured in one manneddater matured in another manner
in a manner that the continuity of the securitgiigst is not interrupted.

(2) If a security holder assigns a matured segcurierest, it shall not be
required to file a notice under this Act to giventauity to the maturity of the
security interest against creditors of the secugiyer, transferees from the
security giver, and lien holders.

Priority among security interests in the same colliral: (1) Except as

provided otherwise in this Act, where security ne# of more than one person
Is created in the same collateral, out of a securterest in respect of which a
notice has been filed and a security interestspeet of which a notice has not
been filed, the security interest if respect ofakha notice has been filed shall
get priority. Even amongst the security interestseaspect of which a notice
has been filed, such security interest shall getripy according to the time of

filing of a notice of security interest or the timeématurity of security interest.

(2) The security interest shall be given prioagcording to the time
when an initial notice covering the security intns filed or the time when the
security interest is first matured, whichever oscearlier. While determining
the priority of security interests, such notice wdonot be ineffective after the
filing of a notice for the first time or after maing the security interest or the
continuity of maturity of such security interestosild not be interrupted
pursuant to sub-section (1) of Section 27.

(3) The first security interest attached to coliateshall have priority
over a security interest for which a notice hasbexn effective or which has
not been matured under this Act.

(4) The date of filing or maturity set with respég collateral shall
be deemed to be the date of filing or maturity o$exurity interest in the
proceeds of that collateral.

Priority of security interest over right of lien holder:

In cases other than where a lien holder has filedtee prior to the maturity of
a security interest and prior to the filing of atine covering the collateral
22
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subject to this Act, a security interest shall hgreority over the right of a lien
holder.

Effect of purchase of collateral

(1) Where a buyer buys collateral by giving valoe the collateral
without having knowledge of the existence of a séginterest and before the
security interest is matured, the security inteegtdiched to the collateral that
such buyer has bought shall not affect such buyer.

Provided that the buyer has to acquire the righthie collateral of

tangible property without having knowledge of susdturity interest

and before it is matured.

(2) Without prejudice to the generality of sub-smct (1), the
following provisions shall govern the following naits:

(@) In the case of a buyer in the ordinary coursbusiness buys
goods, a security interest in such goods shalbffett the buyer
even if the security interest in such goods is metwand even if
the buyer knows of the existence of such interest;

(b) Where a person, who buys consumer goods, busis goods
without having knowledge of the security interest ebefore a
notice is filed that covers the consumer goodgcarsty interest
in such consumer goods shall not affect that pensespective
of whether the security interest in such consumeodg is
matured or not;

() Where a person who buys a serial numbered hkehigys that
vehicle without having knowledge of a security net in that
vehicle or a filed notice does not mention a desiom of serial
number of such vehicle or mentions such descrigticorrectly,
a security interest in such serial numbered velshbdl not affect
that person;

(d) Inthe case of a person who buys farm products:

(1) A security interest in the farm products whate bought
for use as consumer goods shall not affect sucthpse;
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(2) in the case of farm products which are not hbougr use
as consumer goods, where the buyer takes deliesyoh
farm products without having knowledge of a segurit
interest in such products and before such rigimasured,

the security interest shall not affect such purehas

Lessee of collateral (1) Where a lessee of goods receives deliverp®f t

goods without having knowledge of a security ingerne such goods and before
the security interest is matured, the securityrggein such goods shall have no
effect on his or her leasehold interest in suchdgoo

(2) Even though a lessee in the ordinary coursbusfness knows
that a security interest in such goods is matumd such interest exist, the
security interest in such goods shall have no eftet his or her leasehold
interest.

(3) Where a person who leases a serial numberddiedbases that
vehicle without having knowledge of a security net in that vehicle or a
filed notice does not mention a description ofaemumber of such vehicle or
mentions such description incorrectly, a securityeriest in such serial

numbered vehicle shall have no effect on his olléwsehold interest;

Notice of purchase money security interestf a person files a notice with

respect to a purchase money security interest adgdefore or within five

days after the security giver receives deliverytlod goods, such security
interest shall have priority over the rights in tjeods of a buyer, lessee or lien
holder which arise between the time when the siciunierest is attached and

the time when the notice is filed.

Disposition of collateral and proceed thereof

(1) Except as provided otherwise in this Act oreagr upon by the
parties, a security interest shall continue in atellal notwithstanding a sale,
lease, license, exchange or other dispositioneotdllateral.

(2) Except as provided otherwise in this Act oreagr upon by the
parties, a security interest shall, after the dsggmn of collateral, be attached to

proceeds of the collateral.
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(3) Where a security interest in the original cital is matured, the
security interest shall also continue in the prdseaf such original collateral.
Except in the following circumstances, the secuiityerest in proceeds
received by the security giver shall not becomeuneat after twenty days from
the date of receipt by the security giver of thegeeds:

(@) where a filed notice covers the original cwdtal, and the
proceeds of such original collateral are cash mos®r proceeds
of the same nature as described in the initiakepr

(b)  where the security interest in such procesasatured before the
expiration of a period of twenty days.

Priority of purchase money security interest in eqigpment:

Where a purchase money security interest in equipmsematured when the
security giver receives possession of the equiproemwithin five days after

such possession, such purchase money securiteshi&rall have priority over
a conflicting security interest in the same collateand also over a security

interest in the proceeds of that collateral.

Priority of purchase money security interest in inentory or

livestock A matured purchase money security interest in itomn or

livestock shall have priority over a conflictingcseity interest in the same

inventory or livestock in the following circumstassc

(@) where the purchase money security interest asurad on receiving
possession by the security giver of the inventarivestock; and

(b)  where, before the purchase money securityestdrolder files a notice,
the holder of the conflicting security interest heldeady filed a notice
covering the same types of inventory or livestoakd the purchase
money security interest holder has given noticeviiting to the holder
of the conflicting security interest and the notitescribes the inventory
or livestock, and states that the person givingibice has or expects to
acquire a purchase money security interest inrthentory or livestock

of the security giver.
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Priority of right of retention: Where there arises a right of retention in

goods by operation of law and while such gooddaien in possession, a right

of retention shall have priority over a maturedusiég interest in such goods in

the following circumstances:

(@) where the right of retention is created in favba person in possession
of the goods to secure payment for materials orees with respect to
such goods; and

(b)  where such materials or services are providethe ordinary course of

business.

Fixtures: (1) A security interest may be created in fixtuMdhere the goods

in which security interest is created are goodslteaome fixtures, the security

interest shall continue in such goods.

(2)  Notwithstanding anything contained in sub-s&ti{l), a security
interest in ordinary building materials shall ceageexist when the building
materials are incorporated into immovable property.

(3) The priority in readily removable factory maoks, office
machines or domestic appliances shall not be detednpursuant to this
Section.

(4) Except as provided otherwise in this Sectioseeurity interest in
fixtures shall be subordinate to all other reahtsgn immovable property.

(5) Where a notice is filed before the interesttloé owner or the
mortgagee of a immovable property is registeredyamnsto the laws in force,
a matured security interest in fixtures shall harerity over the interest of the
owner of such immovable property or a mortgageeettfe notwithstanding
any provision contained in the mortgage deed.

(6) Where a notice is filed before the filing omatice of the interest
of the lien holder as required under this Act, aured security interest in
fixtures shall have priority over the interest dfean holder.

(7)  Where the security interest is a purchase meeeurity interest
given by the security giver before the goods becdrtares and a notice is

filed before such goods become fixtures or withue fdays after the date on
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which such goods becomes fixtures, a matued sgaatérest in fixtures shall
have priority over the interest of the owner of invable property, a lien
holder or a mortgagee notwithstanding any provigmtine mortgage deed.
Provided that the priority so determined shall agpply to a construction
mortgage.

Explanation: For the purposes of this sub-section, the exmressionstruction
mortgage” means a mortgage which is registeredaoraance with the laws in
force, and which secures any obligation to pay #&my construction,
improvement on immovable property.

(8) In the event of default in discharge of a seduinterest, a
security holder who has priority under this sectmay remove fixtures from
immovable property, subject to the following mattdreing governed as
follows:

(@) A security holder that removes fixtures shatimptly reimburse
any mortgagee other than the security giver fordbs of repair
of any damage to the immovable property;

(b)  The security holder shall reimburse such mayggaor owner for
any diminution in value caused by the absence of gbeds
removed or by any necessity for replacing such gpadd

(c) A person entitled to reimbursement may refuse dive
permission to remove such fixtures until the segurolder gives
adequate assurance for the performance of the atiblgy to

reimburse.

Crops: Where immovable property in possession of a secujigr or the
interest of the security giver in such immovable pgamy is registered in
accordance with the laws in force, a matured sicunierest in crops growing
on such immovable property shall have priority o&econflicting interest of

such owner or a mortgagee.

Accessions (1) Where goods are physically united with other goodsuch a
manner that the identity of the original goodsas lost, such goods shall be deemed
to have been acceded to such original goods.
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(2) A security interest may also be creatednnaacession, and such
security interest shall also continue in collaténalt becomes an accession. If a
security interest is matured when the collateratolb@es an accession, the
security interest shall be deemed to have beenredhtaiso in the case of the

accession.

(3) In the event of default in the discharge etwed obligation, a
security holder may remove an accession from ogoeds if the security
interest in the accession has priority over thendaof every person having an
interest in the whole.

(4) A security holder that removes an accessioall smake prompt
reimbursement, as follows, to the holder, othenttige security giver, of any interest
in the whole or the other goods whose interestigesor to that of the security holder
for the cost of repair of any physical loss of aamnage to the whole:

€) A security holder that removes accessions ghafhptly reimburse
any mortgagee other than the security giver forcih&t of repair of
any loss and damage to the immovable property.

(b) The security holder shall reimburse the segugiver or other
security holder for any diminution in value caussdthe absence of
the goods removed or by any necessity for replasirotp goods.

(c) A person entitled to reimbursement may refasgive permission to
remove such goods until the security holder givejaate assurance
for the performance of the obligation to reimburse.

Commingled goods (1) Commingled goods shall be those goods that are

physically mixed up with other goods in such a marhat their identity is lost
in a product or mass.

(2) A security interest may not be createdommingled goods.
However, a security interest may be attachea powoduct or mass that results
when goods become commingled goods.

(3) Where collateral becomes commingled goodcarity interest
shall be attached to the product or mass.

(4) Where a security interest in collateral is metu before the
collateral becomes commingled goods, the securigrest that is attached to

28



41.

42.

the product or mass may be matured despite thaitieenis not filed. The
priority of the security interest in the productroass shall be measured from
the time of maturity of the security interest inetlcollateral that became
commingled.

(5) Where more than one security interest iachied to the product

or mass of commingled goods, priority shall be deiteethas follows:

(@) A security interest that is matured at the twhen the collateral
becomes commingled goods shall have priority oveeeurity
interest that is unmatured at the time when thiatayhl becomes
commingled goods;

(b)  The first security interest attached to thedpict or mass shall
have priority over the unmatured security interesisl

(c) Where more than one security interest is negtuthe security
interests shall rank equally in proportion to thedlue of the

collateral at the time when it becomes commingledigoo

Purchase of secured sales contracts and instrumendspurchaser of a

secured sales contract or an instrument shallhenfallowing circumstances,
have priority over a conflicting security inter@stthe secured sales contract or
instrument and also over the proceeds of such acindr instrument:
(@) Where, the purchaser in the ordinary courdsusiness gives new value
and takes possession of the secured sales dootrastrument; and
(b)  Where the secured sales contract or instruheas not indicate that it
has been assigned to the person holding theictomdl security interest.
Assignment (1) Any person may assign any or all of the persaights in
accounts, secured sales contracts, instrumentsthredintangible property. In
making such assignment, the right in accounts,reecsales contracts,
instruments and other intangible property may lségasd.
(2) The terms of the agreement concluded betwleerobligor and

the assignor shall also apply to the assignee.
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(3) Except as otherwise provided in this Sectibshall not be
required to give any information to the obligor e attachment, maturity
or enforcement of a security interest arising framassignment.

(4) Where information of an assignment is requite be given to
the obligor, such information shall be given initimg, and the information
shall identify the rights assigned and be signgthlke assignor or the assignee.

(5) After being informed of an assignment, thégab shall perform
his or her obligation by making payment to thegmsese and not the assignor.
If so requested by the obligor, the assignee ghatish timely and sufficient
evidence that the assignment has been made. leviret of failure of the
assignee to provide adequate evidence of assignithenobligor may perform
his or her obligation by paying the assignor eveiie obligor has received a
notice of assignment.

Restriction on sale or assignmentAn agreement between a security holder

and a security giver shall not be enforceableat eigreement prohibits or
restricts the sale or assignment of an accourgeleasecured sales contract.

Future advances Where a matured security interest secures an tioligay

the security holder to make future advances, thetsiof a lien holder shall
have priority over the security interest with regp® advances made after the
security holder has actual knowledge of the inteséghe lien holder or after a
period of twenty days after a notice of the interdghe lien holder is filed in

the Registration Office, whichever occurs earlier.

Alteration in priority : A person entitled to priority under this Act magree

to modify or forego such priority. The filing ofreotice shall not be necessary
with respect to such agreement.
Chapter -5
Enforcement of Security Interest

Provisions relating to performance of obligations (1) The parties to a

security agreement may, by mutual consent, makessary provisions on

performance of obligations.
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(2) In the event of default in performance bfigations, the security
holder shall have the following rights

(@) to take possession or control of the collatasl the
security holder prefers even if the security agresinhas
no provision about possession or control;

(b) to sell and dispose of the collateral;

(c) to exercise such other rights and remediesreagded in
this Act;

(d) to exercise such other rights and remediesreagded in
the security agreement; and

(e) to exercise such rights and remedies as prawvaeler the
other laws in force.

(3) The security holder may exercise any or dllite remedies
simultaneously.

(4) In the event of default in the performanceobtigation, if the
collateral is accounts or other intangible propethe security holder may
proceed directly against the accounts or othesngible property, without
judicial action, subject to the provisions cong&lnn this Act in relation to the
exercise of the right relating to assignment diection.

(5) In the event of default in the performanceoddigation,if the
collateral is a document, the security holder mpeyceed as to the document
and as to the goods covered by the document.

(6) When a security holder obtains an ordentyng possession, the
priority in the collateral shall be measurednirthe date of filing of the notice
or the date of maturity of the security intéregichever occurs earlier.

(7)  While selling collateral by virtue of thedsr of the competent
authority or by way of public auction, the seguholder may buy such
collateral.

Collection right of security holder. (1) In the event of default in the

performance of obligation, with respect to accousésured sales contracts or
other rights to payment, the security holder mayifyjy@an obligor or other
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person who owes payment on any other right to payrneemake payment to
the security holder and also take control of arlysequent proceeds.

(2) Ifthe security interest secures a debtsdwmirity holder shall pay
the security giver any amount collected in excesthe secured debt, plus
expenses allowed to be deducted under this Chaptarept as otherwise
agreed, if there is a deficiency in collection, geeurity giver shall pay to the
security holder the difference between the amowtiected and the secured
debt plus expenses allowed to be deducted undeCtiapter.

(3) Inthe case of transaction relating to a sél@ccounts or secured
sales contracts, the security giver shall beledtto any surplus and shall be
liable for any deficiency only if the securityragment so provides.

(4) The security holder may take action refertedn this Section

without having recourse to court proceedings.

Right of security holder to take possession(1) In the event of default

in the performance of obligation, the securittider may take possession or
control of collateral without legal proceedinfithe security giver has
consented in writing

(2) In the event of default in the performance odligation, the
security holder may, by the order of the Courtetpkssession or control over
the collateral. While issuing such order, the Caalhall consider that such
dispute is related with any one event of defauthmperformance of obligation
and the security agreement covering the collateral.

(3) The security giver may make an appeal to $hpreme Court
against an  order issued by the Court to dispestes collateral from the
security giver under this Section.

(4) Subject to the security agreement, the sscurolder may
require the security giver to collect the collateand make it available to the
security holder at a place to be designated bys#dwirity holder which is
reasonably convenient to both parties.

(5) A security holder may render equipment unlesatithout
removing it from its location and may dispose oflateral at the place of
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business or residence of the security giver or ather place where the

collateral is situated or found.

Right available upon interference with enforcement action of

collateral: (1) Where a security giver prevents or interferéth \enforcement

action of a security interest, sale and disposaloofexecution in any other

manner of, collateral contrary to this Act, thews@y agreement or the laws in

force, the security holder may, in the followingccimstances, make an

application to the Court for protecting the coltate

(&) Where the collateral is or is likely to be dae@d or wrongfully

transferred; or possibility thereof .

(b) Where the collateral cannot be found out ; or

(c) Where the security giver cannot be found out .

(2)

In relation to an application made pursuaruid-section (1), the

Court may issue the following orders:

(@)

(b)

(€)

(d)

Restraining the security giver or any othespe having
possession of collateral from selling and dispg&f the
collateral;

Requiring the security giver or any other parkaving
knowledge about the collateral to appear befoeeGourt and
provide information about the collateral;

Requiring the security giver to hand over pgsgn of the
collateral to the security holder;

Requiring any person who has taken the coliateith security
interest pursuant to this Act to hand over passasof such

collateral to the security holder.

Right of security holder to sell and dispose of clgteral: (1) In the

event of default in the performance of obligatioa,security holder may sell,

lease, permit or otherwise sell and dispose ofarafl of the collateral.

(2)

Collateral may be sold and disposed of lybbr privately

under one or more then one contract.
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(3) Collateral may be sold and disposed of as aamin a package
at any time, place and on any terms in a manndretconsistent with the
security holder’s duties under this Act.

(4) The security holder shall give the securityegia reasonable
notice of the time and place of any public sal¢hertime at which any private
sale or other intended disposal of collateral ibéanade except in cases where
it is not practical to give such notice on the upd that the collateral is
perishable or threatens to decline speedily inealu

(5) The security holder may buy the collateral al gublic or

private sale.

51. Consequences of sale and disposél) The payment of the proceeds

of sale and disposal shall be made in the follovaircer:

(@) The reasonable expenses of retaking, hol@egparing for
disposal and disposing of the collateral, inclgdeasonable
fees paid to legal practitioner and legal expsniscurred by the
security holder,;

(b)  Debt secured by the security interest;

(c) Debt secured by any subordinate securityastan the collateral
if a written demand is received before the comptetof the
distribution of the proceeds and the holder of &osdinate
security interest gives reasonable evidence ointieeest.

(2) The security holder shall account to the sgcwiver for any
surplus of  the proceeds of sale of collateral, amdess otherwise agreed,
the security giver shall be liable for any dedigy.

(3) While disposing of collateral by a securityidter after default in
performance of obligation, the following provisgshall be followed:

(@) On the sale and disposal of collateral, tingeb who pays value
in good faith shall acquire all rights in thdlateral, the security
interest or any subordinate security intereshercollateral
without privilege; and
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(b) If, while issuing a new ownership certificatethe purchaser for
value, the office maintaining records of ownerstop the
collateral so requests, the security holder shatinst to such
office the authorization for the issuance of thevrawvnership
certificate in the form of the order issued by Beurt granting
possession to the security holder or the writteneexgent of the
security giver to surrender possession to the ggdwlder in the

event of default in the performance of obligation.

Suspension or retention of collateral (1) A security holder may, in the

event of default in performance of obligation, pre@ to retain or suspend the
collateral in full or partial satisfaction of theaired obligation.

(2) A proposal shall be made, pursuant to Subicsedcl), to the
security giver and to any other security holdenmfrwhom the security holder
has received a written claim of an interest indbkateral.

(3) Where the security holder receives objection in
writing from a person entitled to receive a noticeler Sub-section (2) within
twenty one days after such notice was sent, therisgtolder shall sell and
dispose of the collateral in accordance with thevisions contained in this
Chapter.

(4) If any objection is not received within theng referred to in sub-
section (3), the security holder may retain suspend the collateral in
satisfaction of the security giver’'s obligation accordance with the proposal

referred to in Sub-section (1).

Right of security giver to redeem collateral (1)Unless otherwise agreed

in writing, the security giver or any other secytiolder may, while satisfying
all obligations secured by the collateral in theerdvof default in the
performance of obligation, redeem the collateral pgying expenses
reasonably incurred by the security holder in tgkpossession, holding,
selling, or preparing for sale and disposal of,dbkateral including reasonable

fees paid to legal practitioner and other expemsasred in legal action.
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(2) Redemption may be made before the sechioityer has
disposed of the collateral or entered into atreamn for its disposal or before

the obligation has been discharged.

Obligation of security holder on default in performance of obligation

Where the security holder fails to complyhwihe provisions of this Chapter,
the Court may issue order allowing the dispos$abllateral on such
appropriate terms and conditions as specifiedhegyCourt or restraining the
disposal.

(2) In selling and disposing of collateral, the s@y holder
shall sell and dispose of such collateral in ageable manner in consonance
with commercial consideration.

(3) After the completion of sale and disposal dfateral, the
security giver or any person entitled to be infodnoe whose security interest
has been made known to the security holder pritnéosale and disposal shall
have a right to recover from the security holdey kErss caused to him or her
by the failure to comply with the provisions ofglChapter.

(4) A claim that a sale and disposal of colldtés not been made
in a reasonable manner in consonance with commexaraideration shall not
lie merely on the ground that a better price cddsle been obtained by a sale
and disposal at a different time or in a differem¢thod from the time and
method selected by the security holder.

(5) A sale and disposal shall be deemed to haen bmade in a
reasonable manner in consonance with commerciaideration if the security
holder sells and disposes of the collateral in @onity with prevailing
commercial practices among dealers in that typaetbllateral.

(6) If any specific method of sale and dispoeél
collateral has been approved in any legal proceedime disposal made in
accordance with such method shall conclusively bented as a sale and
disposal made in consonance with commercial coretid®@ and in a

reasonable manner.
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Chapter - 6

Offences and Punishment

Offenses:(1)If any person does, or causes to be done, athedbllowing

acts, such person shall be deemed to have comraitteffense under this Act:
(@) Knowingly making a false statement in a nosaémitted to the
Registration Office;
(b) Interfering with the filing of a notice pursuan this Act; and
(© Interfering with another person’s right to ugessess, execute,
retain or give security in property.

(2) Ifthe Registrar or his or her agent issia¢se certificates or
falsifies or distorts any of records in the Rgmgition Office, he or she shall be
deemed to have committed the offense under this Ac

(3) Any person who commits an offence under this Slcall be
punished with a fine from fifty thousand rupeesfitee hundred thousand
rupees or with imprisonment for a term not excegdit months or with both,
depending on the gravity of the offense.

(4) If any person causes loss of or damage ttateoal, whether
negligently or recklessly, while the collateralinshis or her possession, such
person shall be punished with a fine in proportmthe value of the collateral;
and the aggrieved person may recover damages fn@mpérson who has
caused such loss or damage negligently or recklessl

5) A person who suffers loss or damage fromdfiense referred

to in sub-section (2) shall have the right tooner damages.

To be a Government casg1l) The Government of Nepal shall be a plaintiff

in a case punishable under this Act; and such sha## be deemed to be
included in Schedule-1 of the Government Case2840.

(2) At least a police inspector shall conductestigations of and
inquiries into offenses under this Act; and whitenducting such investigations

and inquiries, he or she may consult with any exipethe concerned field.
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Chapter - 7
Transitional Provisions

Transactions _executed prior_to _commencement of thisAct: (1)

The following provisions shall apply to any hypetiation agreements,
pledge agreements, hire-purchase agreements asledgoods as defined in
this Act concluded prior to the commencement of #at. For the purposes of
this Section, such transactions shall be treatedrias transactions executed
prior to the enforcement of this Act:

(&) Except as provided otherwise in clauses (ll) (&) the validity,
effect and enforcement of such prior transactiorallslbe
determined by reference to the laws in force whenagreement
was executed,

(b)  Where an interest created by any transacttecwged prior to the
commencement of this Act conflicts with a securityterest
created after the commencement of this Act, therggdnterest
created pursuant to this Act shall prevail to tlkéeet of such
conflict; and

(c) A security holder under a prior transactionynfile a notice of
the transaction within one year after the datearhmencement
of functions by the Registration Office, in accarda with the
same manner as provided in Chapter 2 for a nofieesecurity
interest. The priority of any maturity establishby filing a
notice under this Act shall be measured from thee ad the
establishment of the Registration Office.

(2) Notwithstanding anything contained elsewharthis Act, where
any transaction that falls within the jurisdictiohthis Ordinance is concluded
between the date of commencement of this Act anel time of the
establishment and operation of the Registrationc®ffsuch transaction shall

be deemed to have been done subject to sub-sétjion
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Chapter - 8
Miscellaneous

Termination of security interest: (1) A security interest shall be

terminated when there is no outstanding secofd@gjation and the security
holder has no commitment to make an advancecta ian obligation, or
otherwise to give value.

(2) A security interest shall be terminated mheith respect to
an account or secured sales contract that leasdméd, the person  owing the
obligation has discharged such obligation.

Power to frame Rules The Government of Nepal may frame necessary

Rules in order to implement the objective a$ t#ct.
Effect of inoperativeness of the Secured Transacing Ordinance,
2062 (2005)With the Secured Transactions Ordinance, 2062 (005

being inoperative, unless a different intention pears, the

inoperativeness shall not:

(a) revive anything not in force or existingthé time at which the
Ordinance became inoperative;

(b) affect the matter in operation as per the Ordaeaor anything duly
done or any punishment suffered thereunder;

(c) affect any right, privilege, obligation or lidiby acquired, accrued
or incurred under the Ordinance,

(d) affect any penalty, punishment or forfeiture umed under the
Ordinance,

(e) affect any action or remedy made or taken ipe&esof any such
right, privilege, obligation, liability, penalty opunishment as
aforesaid; and any such legal proceeding or remedy @

instituted, continued or enforced as if the Ordicemvere in force.
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