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User's Guide to the Handbook

On October 18, 1999, Albania passed the Lawfor Securing Charges, which in
many of its concepts and features has no precedent in prior Albanian law.
This is a complex law, for it bears on the rights and conduct of creditors,
debtors, and a range of other persons who can be affected by securing charges,
and it provides for a modern, computer-based registry system. Therefore
something more than the articles themselves should be available to persons
affected by this new law. To that end, this book provides a detailed explana-
tion of the Law for Securing Charges as well as of related legislation. In the
view of the authors, this explanation is essential to the successful imple-
mentation of the Law for Securing Charges.

However, this book does not provide an exhaustive exposition of all
aspects of the Lawfor Securing Charges. Rather, it concentrates on the issues
central to the functioning of this new law. Because the book is intended for
a wide audience-ranging from credit grantors (chargees) and credit users
(chargors) to judges, lawyers, and law students-it relies on nontechnical
language wherever possible to explain the various features of the Law for
Securing Charges and the related legislation. In addition, it gives special at-
tention to the new terminology introduced by the Lawfor Securing Charges.
Thus it is important to refer to the definitions and the accompanying ex-
planatory comments when reading each article of the Law for Securing
Charges or related legislation. Some of these comments are extensive, others
brief, and simple scenarios are used to the extent possible.

The largest part of this book deals with the Law for Securing Charges
and Regulations of Securing Charges. It begins with a description of the con-
text in which the Lawfor Securing Charges functions and an overview of the
basic concepts contained in the Lawfor Securing Charges. This is basic infor-
mation necessary for the reader to understand the policies and new ap-
proaches embodied in this new law.
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USER S GUIDE

Part A presents the Law for Securing Charges. Part B presents revised
Article 605 of the Civil Code. The articles in both parts are accompanied by
explanatory comments. Part C provides the annotated Regulations of Secur-
ing Charges applicable to the Registry of Securing Charges. It also includes a
short commentary on the Albanian Government decision limiting its liabil-
ity for damages caused as a result of malfunctioning of the registry system.

Appendix A, which comes next, includes the detailed instructions is-
sued by the Chief Registrar Guide for completing registration notices and for
obtaining searches from the Registry of Securing Charges. Appendix B con-
tains two samples of securing agreements, one relating to specific goods and
the other to general goods. Though these two samples are designed to help
users of the new system draft proper securing agreements, they do not repre-
sent legal interpretation of the Law for Securing Charges (see Disclaimers).

The book also contains an index. For easy cross-reference, it shows the
paragraph numbers of the explanatory comments in the text.

Throughout the book, Albanian alphabetic characters are used to per-
mit direct reference to the corresponding provisions of the official Albanian
text of the legislation and the Chief Registrar Guide. The book is published
in both English and Albanian.

xiv



Introduction
Characteristics of the Albanian

Secured Financing System

The Role of Law in the Credit Market

The Albanian economy clearly needs more access to development capital if
it is to progress and expand. Though international private and public lend-
ers can be of some assistance, much of this capital must come from private,
domestic sources. However, those supplying it will need some assurance that
their loans or grants of credit will be repaid. In other words, the risk associ-
ated with lending money or granting credit must be at a manageable level.
Of the many factors considered in risk assessment and management, one of
the most important is the state of the law. Without an adequate legal struc-
ture, capital suppliers will be very reluctant to make loans or credit available
to anyone except the most reliable and creditworthy of borrowers. Hence
they are likely to bypass small entrepreneurial businesses that have not es-
tablished a credit record.

A Fundamental Change in Albanian Law

The Law for Securing Charges, Number 8537, passed by the Albanian Parlia-
ment on October 18, 1999 (hereinafter Law), represents a fundamental
change in the way Albania deals with secured financing. The country's legal
system now embodies a modern system of secured financing law. While the
basic concepts of the Law can be found in the legal systems of other coun-
tries, its primary source has been the secured financing laws of the prov-
inces of Canada and states of the United States, which have had similar
systems for many years.
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HANDBOOK ON THE COLLATERAL LAW

The goal of the drafters of the Law was to create a system that would
facilitate and encourage secured financing in Albania. They wanted the sys-
tem to be efficient, predictable, and readily understood by persons affected
by it. Legal predictability is a great facilitator of commercial activity. If par-
ties can determine in advance what their legal rights will be when foresee-
able problems arise, they are much more likely to enter into legal relations.

The Law has been designed to be as simple as possible. It brings together
in one statute all transactions that perform the same function, without regard
to their form. Hence all of the law applicable to financing where movable
property is taken as security is contained in a single statute. The wording of
the statute reflects the terminology of the market and not the legal jargon of
traditional law. Contracts under which loans are made or credit is granted can
be simple and need not meet highly technical requirements.

While the Law applies to consumer transactions (i.e., credit transac-
tions providing for loans or credit facilities for personal consumption pur-
poses and not for income generation or capital acquisition purposes), it
concerns primarily transactions between commercial enterprises (incorpo-
rated or unincorporated) and commercial lending or credit-granting orga-
nizations. However, a commercial enterprise may be a single individual who
acquires financing for the purposes of a small business.

The Law does not encompass real rights or priorities that arise under
the general law of Albania. For example, it does not include any charge or
priority given by law to a state agency to secure taxes or other statutory ob-
ligations a person owes to the state of Albania. However, the registry system
has been designed to function in the context of the revised Article 605 of the
Civil Code, Number 8536, passed by the Albanian Parliament on October
18, 1999, which does provide a priority structure for state claims.

Asset-Based Financing

The Law has been designed to facilitate asset-based financing. Asset-based
financing is the lending of money or the granting of credit under the as-
sumption that the risk of loss due to default in such a transaction can be
substantially reduced. This can be accomplished if the credit grantor (char-
gee) can secure the indebtedness in whole or in part by taking a real right
(securing charge) on the assets (collateral) of the borrower (chargor). In
other words, the credit grantor is given an alternative source of repayment
should the borrower fail to meet his or her obligations under the contract.
The assets which are charged can be seized and sold, and the proceeds of sale
can be applied to the undischarged portion of the obligation.
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THE ALBANIAN SECURED FINANCING SYSTEM

It is not enough to simply provide for securing charges on movable
property and to give a right to have the property seized and sold. In order for
asset-based financing to occur at an optimum level, chargees must be able
to obtain seizure and sale of the collateral quickly and at reasonable cost.
The collateral is the chargee's security. It is the asset in asset-based financ-
ing. If it is to fulfill this role, there must be no serious impediments in the
way of the credit grantor when, upon default by the chargor, it becomes
necessary to rely on the security. If, after default by the chargor, the chargee
cannot have the property seized and delivered so that it can be disposed of
in an expeditious manner, the value of the property as security is seriously
diminished or lost. In practical effect, the grant of credit is unsecured. In
other words, the securing charge is of little or no value.

However, a balance must be struck between the rights of chargees and
a recognition that chargors may have property rights in the collateral that
deserve protection. A securing charge is a real right held by the credit grantor
on property of the borrower. Fairness demands that the interests of the
chargor be protected even after default. Chargees should be allowed to en-
force their securing charges only under circumstances in which those inter-
ests are not unnecessarily sacrificed. The Law has been designed to meet
these goals. It recognizes the importance of giving chargees an efficient sys-
tem for the enforcement of their securing charge. At the same time, it con-
tains measures designed to ensure that the rights of defaulting chargors are
not ignored.

Securing charges on movable property under the Law are real rights.
When the property is left with the borrower, there is a considerable risk
that other persons may be misled into believing that the borrower has the
unfettered right to deal with the property. The law must at the same time
recognize the real rights of the credit grantor in the property taken as se-
curity and protect other persons from loss resulting from fraud or decep-
tion on the part of borrowers. This is accomplished in the Law by priority
rules and a registry system that requires public disclosure of the existence
of securing charges and state claims on movable property. Persons who
deal with a debtor in possession of the property are given the facility to
determine the existence and extent of any prior securing charges and state
claims on the property.

Terminology

A secured transaction is any contractual agreement (referred to in the Law
as a "securing agreement") under which a person or a financial organization
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HANDBOOK ON THE COLLATERAL LAW

(referred to in the Law as a "chargee") provides a loan or credit to a bor-
rower (referred to in the Law as a "chargor") and acquires under the terms
of the securing agreement a real right (referred to in the Law as a "securing
charge") in movable property (referred to in the Law as "collateral") of the
chargor. The securing charge provides the legal basis for recovering, in whole
or in part, payment of the obligation through sale of the collateral. The
chargor may be the borrower or a third party guarantor who agrees with the
chargee that his or her property is to be charged to secure the debt owed by
the person who received the loan or the credit.

The term "securing agreement" in the Law includes any form of agree-
ment that creates a right in movable property that secures one or more ob-
ligations. In addition, it encompasses some types of transactions that
technically do not create securing charges, but that are brought within the
scope of the Law for functional purposes.

Securing Charges on All Kinds of Movable Property,
including After-Acquired Property

The Law permits securing charges on any type of movable property that has
commercial value. This includes tangible movable property (goods) and
intangible movable property such as accounts, securities (shares), and intel-
lectual property. However, the scope of a securing charge may be limited.
For social policy reasons, securing charges may not affect property that a
chargor needs for the continued maintenance of himself or herself and his
or her family. The kind of property that cannot be subject to a securing
charge is found in Article 529 of the Code of Civil Procedure.

The Law contains an important feature designed to facilitate com-
mercial financing. It permits securing charges in property acquired by the
chargor after the date the securing agreement is signed. This is very im-
portant when the property to be charged is inventory to be acquired, ac-
counts to be created, or a crop to be grown in the future. Of course, a
credit grantor cannot have a securing charge on property that the chargor
does not own. However, the parties to a securing agreement must be free
to design their arrangement so that any property falling within the speci-
fied kind or kinds of property described in the securing agreement and
acquired by the chargor while the agreement is in effect is automatically
charged. Without this feature, inventory financing becomes administra-
tively and economically prohibitive except in cases when the volume of
business of the chargor is very small. It is completely unrealistic to require
a credit grantor and a merchant to execute a separate securing agreement

4



THE ALBANIAN SECURED FINANCING SYSTEM

with respect to each new item of inventory acquired by the chargor and
given as security to the credit grantor.

Accounts financing requires the same degree of flexibility. When a credit
grantor secures credit given to a merchant seller through a securing charge
on short-term debts (referred to in the Law as "accounts") being created by
the merchant during his or her business with his or her clients, the Law
recognizes that the securing charge applies to such debts owed by the clients
when they arise at any time the agreement is in effect.

Non-Possessory Securing Charges in Movables
under the Lawfor Securing Charges

Under the Civil Code, the only form of secured financing arrangement in-
volving movable property that had some practical significance was the pledge.
Under a pledge, the chargor gives actual possession of the collateral to the
chargee to be held as security for performance of an obligation. This trans-
fer of possession of the collateral has two important functions. First, it gives
notice to third parties that the property is subject to a charge that would
have priority over any interest acquired by a third party. Second, it facilitates
enforcement in that no seizure of the property from the chargor is neces-
sary. The chargee can proceed to dispose of it in order to obtain cash to
apply to the chargor's debt.

The Law allows not only possessory securing charges but also secur-
ing charges on movable property left in the possession or control of the
chargor. The need for this is obvious. A chargor who expects to repay a loan
using business income must have the capacity to earn that income. The
chargor must have possession of his or her business assets (plant, machin-
ery, inventory, etc.) if he or she is to be able to do this. The chargor will not
be able to use secured financing if he or she is required to surrender posses-
sion of those assets in order to obtain it.

Equipment Leasing

The Law applies to leases of movable property. Leases included within the
Law fall functionally into two categories: security leases and true leases. Se-
curity leases comprise leases that are, in effect, alternative methods of pro-
viding secured financing for the purchase of equipment. The commercial
outcome of the arrangement is that the lessee will have the equipment for
its full useful life. Under such leasing agreements, the lessee will pay the
lessor the equivalent of the capital cost of the equipment and a credit charge
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HANDBOOK ON THE COLLATERAL LAW

for deferred payment of the capital cost. The second category, true leases
(or "renting"), provides for use of the equipment by the lessee for a period
of time much less than its useful life. Consequently, the equipment will
inevitably be returned to the lessor. Generally, the Law does not distin-
guish between the two types of leases. However, the articles of the Law
that apply to default and enforcement of the securing charge do not apply
to true leases.

The Efficient Public Disclosure System
under the Lawfor Securing Charges

A problem endemic to non-possessory securing charges and leases is that a
dishonest or desperate chargor or lessee in possession of charged or leased
property may be tempted to offer the property for sale or as security to some-
one who is unaware of the existence of the securing charge on or lease of the
property. If the third party is given a securing charge on the property, the
law is faced with a dilemma: who, as between two innocent parties (the char-
gee/lessor or the third party), must suffer the loss?

Historically, two quite separate approaches have been adopted to ad-
dress this dilemma. One is to adopt the principle that a person who, without
notice of the interest, purchases the collateral from the person who pos-
sesses it, gets the property free of the earlier interest. (Under French law, this
principle is described as en fait des meubles, la possession vaut titre.) This
approach destroys the efficacy of non-possessory securing charges by sub-
jecting the chargee to the loss of his or her security at any time the chargor
who has possession of the collateral decides to dispose of it. The second, and
by far the most efficacious solution to the dilemma, is to make public dis-
closure of the securing charge a precondition to recognition of the securing
charge's priority over subsequent rights in the collateral acquired by third
parties. This approach is contained in the Law. The existence of securing
charges on property left in the possession or under the control of the chargor
is disclosed to the public through registration of a notice of securing charge
in a registry which is accessible to the public.

The Law provides a single, central registry for all non-possessory se-
curing charges that is readily accessible to chargees and other persons who
may deal with chargors. Accessibility in this context includes physical as well
as financial accessibility. The cost of using the system should have little or
no effect on the decision of the parties to engage in a secured financing
arrangement. As a result of computerization, the registry system can be effi-
cient, accessible, and affordable.

6



THE ALBANIAN SECURED FINANCING SYSTEM

An Integrated Priority Structure

A very important goal of the designers of the Law was to provide a com-
pletely integrated and symmetrical priority structure to deal with compet-
ing claims to movable property. When this type of structure functions in
the context of a readily accessible and efficient registry system, persons who
deal with chargors in possession of property are in a much better position to
predict the likely outcome of a conflict between rights they acquire in the
property and prior or subsequent interests in it acquired by others. The re-
sult is a dramatic increase in the accuracy of legal risk assessment. In turn,
this leads to greater willingness to grant credit.

Balanced Enforcement Mechanisms

The principal role of a securing agreement is to provide the chargee with an
alternative method of recovering amounts owing to him or her in the event
that the chargor fails to perform his or her obligations under the agreement.
In order for the securing agreement to be of value to the chargee, the legal
system that regulates the rights of the parties to it must provide expeditious
and inexpensive methods of enforcing the securing agreement through sei-
zure and disposition of the collateral. At the same time, it must provide rea-
sonable assurance that the chargor's ownership in the collateral is fully
protected.

The secured financing laws of many countries, particularly those with
a civil law tradition, require court supervision of seizure and sale of collat-
eral. Extensive judicial supervision of the enforcement of securing agree-
ments need not be a problem for chargees if it is efficient and inexpensive.
In many countries, however, this is not the case. Few states in the world
have well-staffed courts that function in the context of highly efficient
procedural rules. As a result, chargees in states that do not permit enforce-
ment without court orders usually face very long procedural delays and
significant court costs when seeking to enforce securing charges. When
the collateral is movable property, there is a strong likelihood that it will
depreciate significantly between the date of default and the date of ulti-
mate disposition. As a result, the amount available to be applied to the
debt is much less than it would have been had expeditious disposition
been allowed. In some situations, the collateral may disappear or be de-
stroyed, and thus no recovery is possible. Under these circumstances, the
value of a securing charge is dramatically reduced or eliminated and there-
fore credit grantors are less willing to lend or grant credit.
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The drafters of the Law recognized that some systems require a court
order before seizure is allowed in order to protect the interests of defaulting
chargors. However, they also recognized that this is not the only way to pro-
tect these interests. Adequate protection for chargors can also be provided
through procedures that apply after the collateral has been seized. The Law
employs this alternative approach.

The Law provides that a securing agreement constitutes an executive
title and, after default by the chargor, is executed by the execution office
upon order of the court. While an order of the court must be obtained,
there is no requirement for a court hearing. The order is given without de-
lay. The order directs the execution officer to seize the collateral and deliver
it to the chargee or the person authorized by the chargee to receive it. A
notice to the chargor of the execution officer's intention to execute the or-
der need not precede the seizure.

The Law contains several measures designed to protect the chargor's
interest in the seized property. The chargee must give the chargor notice
before the sale of the collateral. This notice must inform the chargor of his
or her right to "redeem" the property by paying the amount owing. The
notice must specify this amount. The pre-sale notice has an additional func-
tion. The chargee must give the chargor information regarding any public
sale of the property. This will allow the chargor to take steps to ensure that
the property is sold at market value.

In addition, the chargee must give the chargor and any subordinate
chargee an accounting of the sale: the amount received, the amount of the
expenses, the way in which the proceeds were distributed, and the amount
of any surplus. This information can be very important to a chargor or sub-
ordinate chargee who suspects that the sale was not carried out in a com-
mercially reasonable manner.

The Law provides a special procedure under which, with the consent
of the chargor and any other person with a securing charge or right on the
collateral, the chargee can take ownership of the collateral or a part of it if
the obligation secured or an agreed portion of it is canceled. This procedure
will be important in situations where the value of the collateral is equal to or
less than the amount of the obligation secured by the securing charge. In
such a case, the chargor or a subordinate chargee has no economic interest
in forcing sale of the collateral by the chargee. If the chargee is prepared to
take ownership of the collateral in return for cancellation of the debt the
securing charge secures, the costs and delay in sale are avoided. However, a
chargor cannot be forced into agreeing to the transfer of ownership of the
collateral to the chargee. A clause in a securing agreement that provides for
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THE ALBANIAN SECURED FINANCING SYSTEM

this remedy without consent of the chargor at or after the date of default is
ineffective.

Rules of Private International Law

It is no longer sufficient for a state to have a modern system for regulating
secured financing agreements executed only by persons domiciled within
its borders. Neither is it sufficient for a state to have a system that provides
for securing charges in property located only within its borders. Many types
of property are highly mobile, with the result that an item of property may
be taken temporarily or permanently by the chargor to another state. Fur-
thermore, mobile property that is brought into Albania by a chargor may be
subject to a securing charge created under the laws of another state. Persons
who do not reside in the state where the chargor is located or where the
securing charge has been taken may owe intangible collateral such as debts
(accounts) to the chargor. In order to address issues that arise in these con-
texts, it is necessary to have a set of rules generally accepted by states within
a region and prescribing what law is applicable to the validity and priority of
securing charges taken in any one of the states.

The Law contains a set of private international law rules that are gen-
erally recognized in other states of the world.

Coordination with the Civil Code

Prior to the enactment of the Law, Albania's source of law applicable to se-
cured financing transactions was the Civil Code. Since pledges of movable
property and assignments of debts were for all practical purposes the only
types of secured financing transactions recognized by the Civil Code, there
is little conflict or overlap between the Law and the Civil Code. However, a
number of provisions of the Civil Code had to be modified somewhat in
order to ensure no conflict with the Law.

Balance between Securing Charges and State Claims

Designers of modern secured financing systems frequently have difficulty
striking an appropriate balance between securing charges in business
chargors'assets, on the one hand, and claims against such assets imposed by
law, on the other. These claims are designed to protect state claims (e.g.,
taxes owing by the chargor or collected by the chargor on behalf of the state)
or claims of employees of the chargor.

9
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The Albanian secured financing system is designed to balance fairly
the need to collect taxes and other debts owing to the state with the need to
give credit grantors certainty regarding the extent to which collateral might
be subject to such state claims. This is accomplished through Article 605 of
the Civil Code as amended, which grants state claims priority over most of
the chargees of the chargor who owes his or her debt to the state. However,
this priority is given only when a public notice of the state claim is registered
before the chargee registers his or her claim or before the chargee advances
the credit. State claims are therefore protected, and information on these
claims is available to creditors, who can use it to assess the creditworthiness
of potential debtors.

Public policy in Albania clearly protects the interests of wage-earners.
Since the availability of employees usually exceeds market demand, as is the
case in Albania at present, wage-earners face a weakened bargaining posi-
tion from the outset and typically cannot bargain for security for their sala-
ries. Wage-earners who remain unpaid are typically forced to rely on public
assistance. As a result, the state finances the chargor-employer to the extent
that it supports the unpaid wage-earner. Under such circumstances, the
employer might prefer paying other creditors, knowing public funds will
compensate his or her employees for unpaid wages.

While the designers of the Albanian secured financing system recog-
nized the importance of this public policy, they also endeavored to maintain
the functionality of the system. As a result, Article 605 of the Civil Code was
amended to provide special priority for wage-earners to the extent of 12
months of unpaid salary. This priority extends to most of the debtor's prop-
erty, including property used as collateral. At the same time, the system's
predictability is maintained through the limitation put on this priority.

Insolvency Law

When assessing the efficacy of asset-based financing in a country, it is neces-
sary to take into account the extent to which the rights of chargees are
abridged by insolvency law. If a securing charge is not effective when a
chargor becomes involved in insolvency proceedings, the charge will have
no commercial value. Consequently, secured financing law and insolvency
law must be carefully coordinated to avoid any conflict in the public policies
of both laws.

The proposed Albanian insolvency law provides for the recognition of
the rights of chargees. It states that, except as otherwise provided in the law,
chargees are entitled.to separate satisfaction out of the collateral, in accor-
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dance with provisions applying outside insolvency proceedings. However,
the invocation of insolvency proceedings may substantially limit the free-
dom of action that the Law provides when a chargor is in default.

When the chargor is subjected to insolvency proceedings that lead to
the liquidation of his or her assets, all of the chargor's nonexempt assets,
including those that are collateral under securing agreements, but exclud-
ing those in the possession of the chargee, are seized by the insolvency ad-
ministrator. Upon the opening of insolvency proceedings, the court has the
power to prevent a chargee from seizing the collateral.

An insolvency administrator is given the power to dispose of collat-
eral in his or her possession. This power extends to collecting any assigned
accounts owing to the insolvent debtor. The proposed insolvency law pro-
vides measures through which the chargee is informed of the
administrator's intentions with respect to disposition of the collateral.
Cooperation between the administrator and the chargee is permitted, in-
cluding surrender of the collateral to the chargee. If there is delay on the
part of the administrator in disposing of the collateral, the chargee is en-
titled to interest on the debt from the first meeting of the creditors to the
date of disposition. The administrator may elect to use the collateral but
must make the current payments owing as of the opening of the insol-
vency proceedings. A court is given power to allow a chargee to take col-
lateral under the control of an administrator if the chargee can prove that
the collateral is not adequately protected by the insolvency administrator
and is deteriorating in value.

A chargee's rights to have the collateral seized and sold upon default
by the chargor can also be affected by reorganization proceedings (proposal
of an insolvency plan). A proposed plan may affect chargees of the insolvent
chargor. Thus, the plan must be accepted either by the creditors voting in
classes or by the court. Chargees will be in a separate class of creditors for
voting purposes. The creditors reject a plan unless a majority of creditors in
each class holding at least half of the claims supports it. Under specified
circumstances, however, a class of creditors, including chargees, is deemed
to have accepted the plan even if they have not voted to accept it.

It is much too early to judge the effect the proposed insolvency law
will have on securing charges. There is no doubt that the delay involved in
insolvency proceedings will be detrimental to chargees. Most collateral de-
preciates in value, with the result that the longer the period of time between
the date of default by the chargor and the date when the collateral is dis-
posed of, the greater the likelihood that the amount realized from the dispo-
sition will be diminished. This period is necessarily lengthened if the
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insolvency administrator in liquidation insolvency proceedings decides to
dispose of or use the collateral. When a proposed plan involves chargees, the
procedures necessarily result in a significant postponement of the rights of
chargees to have collateral seized. During this time the collateral is likely to
depreciate.
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PART A

The Law for Securing Charges





I
Definitions and Scope of the Law

Article 1. Definitions

Definitions used in this Law have the meaning given in this Article for the
purpose of this Law. The singular form of a noun includes the plural and
the plural form of the noun includes the singular, unless the context re-
quires otherwise.

EXPLANATORY COMMENT

1. The Law for Securing Charges, Number 8537, passed by the Alba-
nian Parliament on October 18, 1999, uses terminology that is not found in
the Civil Code or other Albanian legislation. Most of the new terms reflect
commercial practices not recognized in existing laws largely because those
practices are new to Albania. They refer to the fundamental concepts of a
modern system designed to facilitate secured financing transactions.

ACCOUNT
is a monetary obligation that is not evidenced by an instrument or a secu-
rity, whether or not the debtor has fulfilled the obligation.

EXPLANATORY COMMENT

2. An account is a subcategory of "intangible property" (defined be-
low). The term derives from "accounts receivable"' which is used by the busi-
ness community when referring to monetary obligations (debts) arising out
of the sale of goods or services to clients. However, it has a broader meaning
in the context of the Law in that it encompasses a monetary obligation that
is a result of a loan transaction.
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3. Under the definition, a right to be paid sometime in the future is an
"account." An account cannot exist until there is a legal relationship (e.g., a
contract) under which the account can be created. However, as is generally
the case under the Law, it is possible for a present contract to give a securing
charge on future accounts. When the account is created (once the services
or goods are provided), the securing charge automatically comes into exist-
ence and attaches to these accounts.

ACCOUNT DEBTOR
is the person who owes or who in the future will owe money to another
person.

EXPLANATORY COMMENT

4. A securing charge on an account or a transfer of an account in-
volves three parties: the seller or transferor of the account (generally re-
ferred to in the Law as the "chargor"), the buyer or transferee of the account
(generally referred to in the Law as the "chargee"), and the person who owes
or who will in the future owe the debt (that is, the account charged or trans-
ferred) to the chargor. This person is referred to as the "account debtor."

CHARGEE
is a person in whose favor a securing charge is created under Artide 2, in-
cluding a seller, lessor, and a consignor.

EXPLANATORY COMMENT

5. The central concept of the Law is the "securing charge" created when
one person, the owner of movable property, charges that property to a credi-
tor in order to secure performance of an obligation. The person in whose
favor the securing charge is granted is the chargee. However, the term also
applies to persons who are technically not creditors to whom a securing
charge is given. It includes a seller under a title reservation sales agreement,
a lessor under a lease for a term of more than one year, a person who con-
signs goods to another person for the purpose of sale, and a transferee (buyer)
of an account. See Law, Article 2.
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CHARGOR
is a person who owes the obligation and owns the collateral. When these
are different persons, chargor means the owner of the collateral in any pro-
vision of this Law dealing with the collateral and the debtor in any provi-
sion dealing with the obligation. A chargor is a buyer, lessee, or consignee
under transactions referred to in Article 2.

EXPLANATORY COMMENT

6. The person who grants a securing charge to a chargee is a chargor.
However, the term also refers to persons who are technically not debtors
who grant securing charges on their movable property. It includes a buyer
under a title reservation sales agreement, a lessee under a lease for a term
of more than one year, a person to whom another person consigns goods
for the purpose of sale, and a transferor (seller) of an account. See Law,
Article 2.

7. A chargor may include a person other than the person who bor-
rows money or obtains credit and who gives a securing charge on his or
her movable property. A person need not personally receive a benefit un-
der a securing agreement in order to fall within the definition of a chargor.
When one person has incurred the primary obligation and a second per-
son has provided all or some of the collateral on which a securing charge
is granted, the second person is also considered a chargor since that per-
son "owes the obligation" to the extent that his or her property can be used
as a source of repayment of the obligation. The term also applies to a guar-
antor who does not own the property charged but who, by guaranteeing
performance of the obligation, becomes a person who "owes the obliga-
tion." To determine whether an article of the Law is referring to a chargor
who owns the property charged or to a chargor who owes the obligation
as a primary debtor or as a guarantor, or to both types of chargors, it is
necessary to identify the purpose of the article. If the article referring to a
chargor is a provision dealing with the collateral, it will include a person
who owns the collateral. When the article relates to the obligation secured,
it will include the principal debtor (the one who owes the obligation) and
the guarantor. For example, Articles 35 and 36 apply to both types of
chargors: the person who owes the primary obligation and the person who
owns the property charged. However, Article 34 deals only with the collat-
eral, so it applies only to the person who owns the collateral.
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CHIEF REGISTRAR

is the Chief Registrar of the Registry of Securing Charges appointed under
Article 25 of the Law.

EXPLANATORY COMMENT

8. The Registry of Securing Charges (hereafter Registry) is a central
feature of the Law. The Chief Registrar's responsibility is to ensure that the
Registry is totally reliable and efficient.

COLLATERAL
is movable property subject to a securing charge. Collateral may be in ex-
istence or may arise in the future and is not limited to movable property in
which the chargor has any right or ownership at present. Collateral may be
located anywhere, within or outside Albania. Collateral includes proceeds
collateral.

EXPLANATORY COMMENT

9. The term "collateral" is used to refer to the movable property (in-
cluding intangible property) that is charged under a securing agreement.
When the purchaser of a truck gives a securing charge to a bank to secure
the purchase price of the truck, the truck is the "collateral" subject to the
securing charge. A securing agreement may provide for a securing charge
on property that the chargor does not own at the date the securing agree-
ment is signed. Of course, no securing charge arises at that point since there
is no collateral. However, as soon as the chargor acquires the property de-
scribed in the securing agreement, the collateral exists and the securing charge
comes into existence (attaches). See Law, Article 5. The term also extends to
movable property bought under a title retention sales contract, movable
property leased for a term of more than one year, movable property con-
signed for sale, and an account that is transferred to a buyer.

DOCUMENT OF TITLE

is the writing issued by or addressed to a person who has goods in his pos-
session. The writing describes the goods and specifies that the goods shall
be delivered to the person designated in the writing, to someone desig-
nated by that person, or to the bearer of the writing.
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EXPLANATORY COMMENT

10. A document of title is a standardized commercial document. It is
issued by a depository warehouse operator, a ship operator, or other trans-
porters of movable property under which the operator or transporter agrees
to deliver the property described in writing to a person named therein or to
someone designated by that person, or to the "bearer" of the writing. Docu-
ments of title are used to transfer ownership and the right to possession of
stored or shipped movable property from one person to another.

Example:
A stores his or her wheat with a depository warehouse operator.
The operator issues a negotiable document of title to A. The docu-
ment will provide that the wheat will be delivered to A or "to the
order of A." This means that A can transfer the right to collect
the wheat to someone else merely by "endorsing" the document
to that person. If A wanted to sell the wheat to B, all A would
have to do is endorse the document to B and give possession of it
to him or her. If A wanted to create a securing charge on the
wheat in favor of Bank C, all A would have to do is endorse the
document to Bank C.

EXECUTION CREDITOR
is an unsecured creditor who has taken the necessary steps to have the col-
lateral seized by an execution office pursuant to an order of the court ob-
tained under the Code of Civil Procedure.

EXPLANATORY COMMENT

11. The definition of an execution creditor is included since the Law
contains some priority provisions designed to protect unsecured credi-
tors. The main provision dealing with this special priority is found in Ar-
ticle 12.

GOODS
are tangible movable things. They include movable things that are attached
to other immovable or movable things. In the Law goods are divided into
three kinds:
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"consumer goods" are goods that are used or acquired for use prima-
rily for personal, family or household purposes;

"inventory" refers to goods that are held by a person for sale or lease,
or that have been leased by that person as lessor. It includes goods that are
to be furnished or have been furnished pursuant to a contract of service;

"equipment" is goods that are used for the purpose of operating a
business and that are neither consumer goods nor inventory.

EXPLANATORY COMMENT

12. The term "goods" is the basis for the system used by the Law to
categorize tangible movable property. Under the Law, all tangible movable
property (i.e., goods) must fall within one of three categories: "consumer
goods," "inventory," or "equipment." There can be no other category. This
categorization system is a feature of the registration, the priority rules of the
Law, and the provisions of the Regulations of Securing Charges (hereafter
Regulations). Priority rules and registration requirements differ, depending
on whether the collateral is consumer goods, inventory, or equipment. See
for example, the special priority rule applicable to consumer goods outlined
in Article 14, paragraph 3.

13. The definition of "inventory" extends the conventional meaning
of the term to include leased goods and goods furnished under a service
contract.

14. "Equipment" is a residual subcategory; that is, any goods falling
outside the other two categories.

INTANGIBLE PROPERTY
is any property other than a thing, an instrument, oi a security. Intangible
property is intellectual property, accounts, and so on.

EXPLANATORY COMMENT

15. This definition is a residual category of collateral. Movable prop-
erty that does not fall within the other five categories of collateral (goods,
securities, documents of title, instruments, or money) is classified as an in-
tangible. For example, rights arising under patent or copyright law are in-
tangible property. An account is a separately defined subcategory of
intangible.
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INSTRUMENT
is a check or other writing that evidences a right for a payment. In the ordi-
nary course of business, the instrument is transferred by delivery against
signature under the law.

EXPLANATORY COMMENT

16. This definition indudes documents that fall within the banking
law. Instruments are property that can be charged. However, the Law in-
cludes a special priority rule that recognizes the element of negotiability
associated with this type of property. See Law, Article 19.

KNOWLEDGE
Under this law, a person is considered to have knowledge about a matter
when that person acquires information under circumstances in which a
reasonable person would take notice of it; and a private or public legal en-
tity or institution or government office is considered to have knowledge
when information comes to the attention of an official or employee of the
entity having control or management of the matter under circumstances
in which a reasonable person would take notice of it or when information
in writing is delivered to the headquarters or place where the legal entity
operates, or to the institution or relevant governmental office.

EXPLANATORY COMMENT

17. This definition sets out the circumstances under which a person or
organization is deemed to have knowledge of a fact. A person may be deemed
to know a fact when he or she does not have conscious knowledge of it. A
person is deemed to have such knowledge when the relevant information was
communicated to that person under circumstances in which a reasonable per-
son would take cognizance of it. Where an organization is involved, the infor-
mation must come to the attention of an official or employee having control
or management of the matter to which the information relates.

18. A distinction must be drawn between the acquisition of "knowl-
edge" and the delivery of a notice. If a notice is delivered (for example, as
provided in Article 35), it is not relevant that the recipient of the notice
acquired knowledge of its contents. The fact that the person received the
notice is sufficient.
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NOTICE OF REGISTRATION
is a form prescribed by the Regulations of Securing Charges for use in trans-
mitting information for registration, including an amendment to a regis-
tration, discharge of a registration, or subordination of a registration, and
where appropriate it may be an electronic form.

EXPLANATORY COMMENT

19. This term is used in a broad sense to refer to the various forms
used to effect, amend, discharge, or subordinate a registration. The details
of the forms to which it refers and the information to be included in the
forms are set out in the Regulations and in the Chief Registrar Guide (hereaf-
ter Guide).

PURCHASE-MONEY SECURING CHARGE
is a securing charge on goods taken or retained by a seller of the goods to
secure all or part of their purchase price. A purchase-money securing charge
is also a securing charge taken by a person other than the seller who, by
making advances or incurring an obligation, gives value to enable the
chargor to acquire ownership of the collateral.

A purchase-money securing charge includes the right of a seller, les-
sor, or consignor in transactions referred to in Artide 2 of the Law.

A purchase-money securing charge also secures interest and charges
for credits payable to a chargee.

A purchase-money securing charge is not created under a transac-
tion when one party sells property to another party who then sells or leases
the property to the seller.

EXPLANATORY COMMENT

20. This definition relates primarily to paragraphs 6-8 of Article 11 of
the Law. It encompasses two types of secured transactions: a title retention
sales contract, under which the obligation of the buyer is secured in whole
or in part by a securing charge taken by the seller in the goods sold; and a

-ean transaction, where money or other value is given in order to enable the
)orrower (chargor) to acquire rights in property (collateral) and where the
lender (chargee) is given a securing charge on the collateral. In order for a
securing charge to qualify under this second category, it is necessary to es-
tablish that the loan was made for the purpose of acquiring ownership of
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the collateral and was in fact used for this purpose. A careful lender financ-
ing the buyer's purchase of goods would therefore advance the credit di-
rectly to the seller of the goods rather than to the buyer.

21. The rights of sellers under title retention sales contracts, lessors
under leases for a term of more than one year, and persons who consign
goods for sale are treated as purchase-money securing charges.

PROCEEDS COLLATERAL
is the type of specific collateral that derives directly or indirectly from deal-
ing with collateral. The definition extends to second-generation and later-
generation proceeds collateral as well as insurance payments.

EXPLANATORY COMMENT

22. This term refers to collateral that is defined on the basis of its an-
cestry rather than its present form. To qualify as proceeds collateral, the prop-
erty must be derived directly or indirectly from dealing with original collateral
or must be recognizable as insurance payments resulting from loss or dam-
ages to the original collateral or proceeds collateral.

23. The definition extends to second-generation and later-generation
proceeds (i.e., proceeds collateral derived from dealing with proceeds). How-
ever, in order to have a securing charge on later generations of proceeds
collateral, it must be possible to identify the property as proceeds collateral.
See Explanatory Comment to Article 10 of the Law.

REGISTRATION
is registration of data or data registered by means of a notice of registration.

EXPLANATORY COMMENT

24. This definition refers to the registration of securing charges or
state claims in the Registry. For a full discussion, refer to the Regulations and
the Guide.

REGISTRY
is the Registry of Securing Charges created under Article 25 of the Law.
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EXPLANATORY COMMENT

25. For a full discussion of the operation of the Registry, see the Regu-
lations and the Guide.

SECURING AGREEMENT
is the agreement between parties for one or several transactions described
in Article 2.

EXPLANATORY COMMENT

26. A securing agreement is a contractual agreement evidencing a se-
curing charge in favor of a chargee on the property of the chargor. The term
also includes a contractual agreement evidencing the right of a seller under
a title retention sale transaction, the right of a consignor of goods, the right
of transferee of an account, and the right of a lessor under a lease agreement
for more than one year. The only way a securing charge can be created is
through or as a result of a securing agreement.

SECURING CHARGE
is a real right on intangible property or tangible movable property, whether
present or future, that secures one or more obligations that arise before or
after the securing agreement.

EXPLANATORY COMMENT

27. Although the concept of "securing charge" is central to the Law,
the term is defined in a very general manner. This is in line with the overall
approach adopted by the Law, which is to treat securing charges generically.
A transaction creates a securing charge if it in substance provides for an
interest in movable property for the purposes of securing payment or per-
formance of an obligation. It is clear, however, that a securing charge is a real
right in property in the sense that, in its basic form, it is a right on movable
property created by contract.

As a result of Article 2, the definition must be read as including the
following:
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* the ownership of a seller under a title retention sales contract;
* the ownership of a lessor under a lease for a term of more than

one year;
* the ownership of a person who consigns movable property for

sale; and
* the interest of a transferee (buyer) of an account.

SECURITY
is a document that evidences ownership of shares, participation in a com-
pany, or monetary obligation undertaking by the person who issues it, but
the term excludes obligations secured with a hypothec.

EXPLANATORY COMMENT

28. This term includes two types of property: a share in a limited li-
ability company (or partnership in the case of other companies) and a mon-
etary obligation in written form (generally referred to as a bond or
debenture). However, when the obligation is secured by a hypothec on im-
movable property, it does not fall within the definition.

29. Securities are subject to special priority rules contained in Article
19. This special treatment results from the fact that this type of property is
often treated as being negotiable or near negotiable. This feature is fully dis-
cussed in the explanatory comment to Article 19 of the Law.

TRANSFEREE
is the person to whom the transferor transfers an account owing or to be
owed by the account debtor. For the purposes of the Law, the transferee is
treated as the chargee when the transfer is by way of a securing charge on
the account or a sale of the accounts.

EXPLANATORY COMMENT

30. A securing charge on an account or a transfer of an account in-
volves three parties: the seller or transferor of an account ("chargor"), the
buyer or transferee of an account ("chargee'), and the person who owes or
who will in the future owe the debt that is the account charged or trans-
ferred ("account debtor").
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TRANSFEROR

is the person to whom the money is or will be owing by the account debtor
and who transfers the account to another person. For the purposes of the
Law, the transferor is treated as the chargor when the transfer is by way of
a securing charge on the account or a sale of the accounts.

EXPLANATORY COMMENT

31. A securing charge on an account or a transfer of an account in-
volves three parties: the seller or transferor of an account ("chargor"), the
buyer or transferee of an account ("chargee"), and the person who owes or
who will in the future owe the debt that is the account charged or trans-
ferred ("account debtor").

Article 2. Scope of the Law

The Law governs any transaction, whatever its form and however it is de-
nominated, that creates, whether by transfer of ownership, by possession
such as in the case of a pledge or otherwise, a securing charge in movable
things, intangible property, or rights of their owner.

The rules applicable to securing agreements apply in the same way to
the following transactions, which for the purposes of this law are consid-
ered securing agreements:

a) a contract for the sale of goods providing for reservation of tide
of the sold goods until payment of the purchase price and the
fulfillment of any other obligation;

b) a transaction involving the sale of an account;
c) a transaction, called a consignment, involving the transfer of pos-

session of goods from the owner to another person for the pur-
pose of sale by that person; and
a lease of goods having a term of more than one year.

The rules applicable to a chargee or to the rights and obligations of a
chargee apply in the same way to the following: the seller under a contract
for the sale of goods providing for reservation of title of the goods, the
buyer of an account, the consignor under a consignment agreement, and
the lessor under a lease of goods having a term of more than one year.
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The rules applicable to a chargor or to the rights and obligations of a
chargor apply in the same way to the following: the buyer under a contract
for the sale of goods providing for reservation of title of the goods, the
seller of an account, the consignee under a consignment agreement, and
the lessee under a lease of goods having a term of more than one year.

EXPLANATORY COMMENT

32. This article states two things: the scope of the Law and the trans-
actions that are regulated by it. The Law governs five distinct types of trans-
actions:

* securing agreements (defined in Article 1 of the Law);
* contracts for the sale of movable property where the seller reserves

the title to the property until full payment of the purchase price;
* transactions involving the sale of accounts;
* transactions under which the owner of the property gives another

person possession of the property for the purpose of selling this
property (these transactions are commonly known as consign-
ments); and

* leases whose term exceeds one year.

33. The opening sentence prescribes a function test, which must be
applied in order to determine whether an agreement is a securing agree-
ment. When determining when the Law applies to a transaction, the form of
the transaction and what the parties to it have called it are not conclusive.
Of course, if the parties refer to the agreement as a "securing agreement" or
a "pledge agreement" or a "charging agreement," the presumption is that
they intended the Law to apply. But if the transaction is referred to as a "sale"
or some other type of agreement not obviously an agreement that creates a
securing charge, it is necessary to look carefully at its provisions in order to
determine whether or not the agreement is also a securing agreement since
those provisions might also create a right in favor of the seller in order to
secure the price of the goods.

34. What matters is the function of the securing agreement, in other
words, what effect the agreement actually has or will have when it is fully
performed. If the function of the agreement is to give one party (a creditor)
an interest in movable property for the purposes of providing security for
an obligation owing by the other party, a securing agreement is involved
and the Law applies to it.
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35. In the great bulk of cases, it will not be difficult to determine when
the Law applies. Most securing agreements will expressly provide that a
chargor-owner of the property (collateral) is granting a securing charge or a
right on that property to a creditor-chargee in order to secure performance
of an obligation owing by the chargor to the chargee.

36. When preparing a securing agreement providing for a securing
charge to which the Law applies, all that is necessary is to state in clear terms
that this is the intention of the parties to the securing agreement.

Example:
The following clause in a securing agreement would provide for
the creation of a securing charge:

Agreement Clause: The Tirana Trucking Company hereby grants
to the Alba Bank a securing charge on the following described
trucks to secure a loan in the sum of 1,500,000 Lek by the Alba
Bank to the Tirana Trucking Company.

Description of Trucks: Kind: MERCEDES. Serial Number:
AB123CD.

Manufacturer: MERCEDES BENZ. Year of Production: 1999.

37. Clauses (a), (b), (c), and (c) enumerate four types of transactions
that are treated as securing agreements even though they may not otherwise
fall within the test of the first paragraph of Article 2.

38. Clause (a) provides that the right of a seller of goods who retains
the ownership of the goods until payment of the purchase price is to be
treated for all purposes under the Law as a securing charge. The seller is not
treated as the owner; the buyer is the owner of the goods, and the seller has
a securing charge on them. The decision to treat title retention sales con-
tracts as securing agreements is based on both conceptual and practical con-
siderations. Since the seller retains ownership in order to secure the purchase
price of the movable property, that ownership is a real right that the seller
has retained for the purpose of securing performance of the obligation (the
payment of the purchase price of the goods). From a practical point of view,
it would make little sense to provide for a secured financing law and exclude
from it ownership reservation sales contracts. In many countries, owner-
ship retention sales agreements are used to finance a wide range of goods.
Under these agreements, the seller remains the owner and the buyer obtains
possession. If third parties are to be protected from the fraudulent conduct
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of these buyers, it is important that the public be notified of the seller's own-
ership through registration in a public registry. Since the buyer is incremen-
tally paying the price of the goods, his or her interest in those goods should
be protected. It would be possible to set up a quite separate system to deal
with the priority position of sellers who reserve ownership but deliver goods
to buyers. However, there is no need to do so if the same result can be ob-
tained by extending the scope of the Law to include these types of contracts.

39. Similar reasoning applies to the type of transactions referred to in
clauses (b), (c), and (c). When a sale of an account is involved, the seller
remains in a position to defraud other persons by failing to disclose that he
or she has already sold the account to someone else. While the third party
may seek to protect himself or herself by asking the account debtor whether
or not the account has been transferred, this may be an unreliable source of
information. The transferor may not have informed the account debtor. There
is no requirement that this must be done in order to have a valid transfer.
See Law, Article 24. In any event, the account debtor is under no legal obli-
gation to disclose this information to a person making an inquiry. A lessor
or a consignor is the owner of leased or consigned property, but the lessee or
consignee is in possession of it and consequently is in a position to mislead
other persons into believing that he or she is its owner. Commercial cer-
tainty is provided and the risk of loss through the fraud of a lessee or con-
signee is substantially reduced through the requirement that leases and
consignments be treated as creating securing charges for the purposes of
registration requirements and priority rules.

40. Not all leases are included, however. For purely practical reasons,
leases of short duration (one year or less) are excluded from the scope of the
Law. It is important in this context to mention that the Civil Code provides
that the provisions of the Civil Code dealing with the transfer or sale of
accounts (Article 499), pledges (Article 546), and sale with reservation of
title (Article 749) do not apply when it comes to transactions that fall under
the Law.

Article 3. The Securing Charge and the Secured Obligation

No securing charge can be taken on property of the debtor, or a spouse of a
debtor, that is exempt from seizure under the Code of Civil Procedure.

An obligation may be conditional and need not be a monetary obli-
gation but must be capable of being valued in money.

An obligation may be that of the owner of the property subject to the
securing charge or the obligation of another person.
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EXPLANATORY COMMENT

41. Under Article 529 of the Code of Civil Procedure, some property
used by the debtors for basic necessities is exempt from seizure by the sheriff
enforcing an order of the court. In other words, this property cannot be
used as a source of repayment of unpaid obligations. Paragraph 1 of Article
3 of the Law provides the same protection as Article 529 of the Code of Civil
Procedure to chargors. Article 5 of the Law allows a person to charge all his
or her present and future movable property.

Without the exemption of goods considered basic necessities, a char-
gee who had been granted such a securing charge would have the legal right,
in the event of default by the debtor, to seize all of the movable property of
the debtor, including property that the debtor needed to sustain himself or
herself and his or her family. This is socially unacceptable and commercially
unnecessary.

42. A securing charge can secure one or more obligations. These ob-
ligations may arise at any time prior to or after the chargor and the chargee
enter into the securing agreement. The obligation may be conditional; that
is, it may be an obligation that comes into existence in the future when a
condition is met. The fact that the condition is fulfilled at a future time does
not prevent the securing charge from arising as soon as the securing agree-
ment is signed. Of course, if the condition is never fulfilled, the securing
charge does not continue.

43. Paragraph 3 of Article 3 of the Law makes it clear that a person
who owes the obligation that is secured with a securing charge does not
have to be the owner of the property that is charged. Another person, also
referred to as a "chargor" in the definition of the term in Article 1 of the Law,
can be the owner of the property charged.

Example:
When A owes money to B, and C gives a securing charge on his
or her property to B to secure (guarantee) A's obligation to B,
both A and C are treated as Chargors under the definition of
"Chargor" and paragraph 3 of this article. Should A default in
performing the obligation to B, B can enforce his or her securing
charge against the property of C that is charged. For further dis-
cussion of this feature of the Law, see the Explanatory Comment
to the definition of "Chargor" in Article 1 of the Law.
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Article 4. Exclusions

This law does not apply to:

a) a transfer of a claim for compensation of an employee;
b) a sale of accounts as part of a sale of the business out of which

they arose;
c) a transfer of a right to payment under a contract to a transferee

that is also obliged to perform under the contract;
a transfer of a right to payment under a hypothec on immovable
property or payments made under a lease of immovable property;

d) a transfer of accounts made solely to facilitate the collection of
accounts for the transferor;

dh) a transfer of a right represented by a judgment, other than a judg-
ment taken on a right to payment that was collateral; or

e) a transaction governed by another law of Albania, including an
international convention or treaty that governs the creation,
completion, priority, or enforcement of a securing charge cre-
ated by Albania or a political unit of Albania.

EXPLANATORY COMMENT

44. This article identifies the following transactions that are not sub-
ject to this law:

a. Wage Claims: Suppose X, an employee of E, owes money to Y. The
wages earned by X are an account and, without this exception, would be
within the scope of the Law. Under Article 30 of the Law, Ywould be able to
require E to pay X's wages to Y as provided in the assignment. While clause
(a) does not prohibit such transactions, it provides that they are not gov-
erned by this law since they are not of commercial significance and, for pub-
lic policy reasons, should be discouraged.

b. Certain Sales ofAccounts: X sells his or her entire business to Y. X has
rights to payment from many customers, which constitute some of the as-
sets of the business that are sold. Although Artide 1 of the Law provides
that this law governs the sale of accounts, this transaction is excluded when
the sale of the accounts is done in the context of a sale of a business. It is
unlikely that third parties would be misled into believing that the seller of
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the business remains the owner of the accounts upon a change in control
over the management of the business. Accordingly, there was no need to
bring such transactions within this law so as to require the sale of the ac-
counts to be registered and subjected to the rules of the Law.

c. Transfer of an Unearned Right: The article excludes a transfer of an
unearned right to payment under a contract if the transferee must perform
the transferor's obligation under the contract. Because the transferee earns
the right to payment upon performance of his or her obligation, there is
little possibility that a third party would be deceived into thinking that the
transferor has rights under the contract.

Example:
Assume that X agrees to sell and deliver property to Y in return
for payment by Y. Before delivering the property, X transfers the
contract to Z, who agrees to deliver the property. The transferor
of the contract will also transfer the right to collect the payment
from Y. This transfer is not one that falls within the scope of the
Law.

,. Immovable Property: The article excludes the creation or transfer of
a right to payment that arises in connection with a property right in im-
movable property. The exclusion is designed to avoid conflict between the
Law and Albanian law dealing with rights in immovable property. While
payments arising under a lease of immovable property can be treated as
accounts, they are not within the scope of this law. Rights in such payments
continue to be governed by the Civil Code. However, the Law does apply to
securing charges on movable property that is annexed to immovable prop-
erty. See Article 16 of the Law.

d. Agency: Sometimes transferees of accounts use collecting agencies
to collect unpaid debts. The ownership of the debts is transferred to the
collecting agency for this purpose. There is no need to require public notice
of this transaction since the real owner of the account does not change, and
third parties will not be misled. There is very little risk that the collecting
agency will use the transferred account for the purpose of defrauding third
parties. Once the debts are collected, the collecting company will transfer
the money to its owner.
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dh. Judgments:An execution order creates a property right in the mov-
able property of the person subject to the order. The Law does not govern
transfer of such right.

e. Certain Other Laws or International Agreements: The Law does not
displace existing and future laws dealing with charges on specific types of
property such as ships or aircraft. An existing or future law that creates a
special type of charge applicable to a particular situation would apply to the
extent that it deals with creation, priority, and enforcement of the charge it
creates. In addition, if Albania should become a party to an international
treaty or convention, such as the proposed Convention on the International
Interests in Mobile Equipment (which will provide an international secured
financing system for large aircraft and possibly other large items of equip-
ment), the Convention and not the Law will be the law applicable to all
charges (including securing charges) on the types of equipment falling within
the scope of the Convention.
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II
Effect of a Securing Charge
on Parties to the Agreement

Article 5. Creation of a Securing Charge and Collateral

A securing charge attaches to collateral and becomes enforceable against
the chargor and third parties only when the following conditions are met:

a) the chargor and the chargee sign a written securing agreement
that provides a description of the collateral;

b) the chargor is the owner of the collateral or the person who made
the securing agreement had the power to do so on behalf of the
owner of the collateral, or the chargor is a buyer in a contract for
a sale of goods with reservation of ownership, the seller of ac-
counts, consignee, or a lessee under a contract for a lease of goods
having a term of more than one year; and

c) the chargee has bound itself through a contract with the chargor
to advance credit or loaned money to the chargor or another per-
son or to perform any other obligation for or at the request of
the chargor, or prior to execution of the securing agreement the
chargee has allowed credit or loaned money to the chargor or a
third person.

When the securing agreement provides for a securing charge on collateral
to be acquired by the chargor after the agreement is executed, the securing
charge arises without the need for further acts by the chargee or the chargor
as soon as the chargor acquires ownership of the collateral or if the chargor
is a buyer under a contract for sale of goods with reservation of title, con-
signee, or lessee under a contract for the lease of goods for a term of more
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than one year, at the moment the chargor receives possession of the goods,
or when the chargor is the transferor of an account, the securing charge
arises at the moment when the account is created.

A securing agreement may relate to more than one securing charge
and need not be evidenced by a single document.

A description of the collateral is sufficient if it reasonably identifies
the collateral. A description may be specific or general and may refer to
kinds of property to be acquired in the future by the chargor. A description
is effective if it provides for a securing charge:

a) on all of the chargor's property owned at the time of the signing
of the securing agreement and on all of the property acquired
after the signing of the securing agreement; or

b) on all of the chargor's existing property and on all of the prop-
erty acquired after the signing of the securing agreement, except
specified items or kinds of property; or

c) on all of the chargor's specific existing property and on all of
the specific property acquired after the signing of the securing
agreement.

EXPLANATORY COMMENT

45. A securing charge is a real right in the movable property of the
chargor that the chargee acquires under the securing agreement. A securing
charge comes into existence (attaches) when the following three require-
ments of this article are met, regardless of the order in which they are met.

a) A written securing agreement containing a description of the prop-
erty charged is signed by the chargor and the chargee. In order to
qualify as a securing agreement under the Law, no particular form
is necessary. All that is required is some indication that one per-
son, the chargor, is granting a securing charge on his or her prop-
erty to another person, the chargee, to secure performance of an
obligation described in the agreement.

Example:
Agreement Clause: The Tirana Trucking Company hereby grants
to the Alba Bank a securing charge on the following described
trucks to secure a loan of 1,500,000 Lek by the Alba Bank to the
Tirana Trucking Company.
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Description of Truicks: Kind: MERCEDES. Serial Number:
ABI23CD.

Manufacturer: MERCEDES BENZ. Year of Production: 1999.

b) The Chargor owns the movable property or is someone who has
been given authority by the owner to create the securing charge.
This condition will also be fulfilled when the persons deemed to
own the movable property are: a buyer under a contract of sale
with reservation of ownership, a seller of an account, a person to
whom movable property has been consigned for sale, or a lessee
under a lease for a term of more than one year.

c) Value is given to the Chargor by the Chargee (or someone else at
the request of the Chargor).

46. The last paragraph of Article 5 of the Law sets out three methods
by which the collateral may be described in the securing agreement. The
Law does not require an itemized description of the collateral in the secur-
ing agreement. It permits the parties to use generic descriptions and the
labels for collateral set out in the definition section of the Law. However,
persons who are drafting securing agreements must ensure that such agree-
ments contain as detailed a description of the collateral as possible. Only in
this way will disputes between chargors and chargees as to the terms of the
agreement be avoided.

Example:
A securing agreement may describe the collateral as "automo-
biles" or "cattle." These broad descriptions do not inform a third
party whether a particular automobile or cow is encumbered by
the securing charge. Details of the collateral can be obtained
through Article 7 of the Law.

47. Under the last paragraph of Article 5, it is sufficient to describe
the collateral as all the debtor's present and after-acquired property. In addi-
tion, the collateral may be described as all present and after-acquired prop-
erty other than specified items or kinds of movable property.

Example of proper descriptions:
1. all the debtor's present and after-acquired property;
2. all the debtor's present and after-acquired property exclud-

ing television sets.
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48. Article 5 of the Law requires the parties to sign the securing agree-
ment. Thus, the chargor must have signed a document containing the clause
that specifically provides for the securing charge. The requirements of the
article are not satisfied where the securing agreement is signed by employ-
ees of the chargor who do not have the authority to enter into securing agree-
ments on behalf of the chargor.

49. When the primary chargor (the person who owes the obligation)
and the owner of the collateral are not the same person (as is the case when
the owner gives a securing charge on his or her property to secure the obli-
gation of the primary chargor), the required signature is that of the owner
and not of the primary chargor. The signature that is required is the signa-
ture of the person who is charging his or her property. Of course, it may be
necessary for other purposes to get the primary chargor to sign an agree-
ment as well. However, this is not a requirement of Article 5.

50. The chargor may wish to grant a securing charge on property that
he or she does not yet own but that will be acquired in the future. It is fun-
damental to the proper functioning of modern secured financing that the
law recognize that this can be done. This is particularly important where
inventory financing is involved. It is commercially unrealistic for the law to
require a new securing agreement to be executed each time an inventory
seller obtains new inventory. Consequently, Article 5 permits a chargor to
grant a securing charge on after-acquired property (property of which the
chargor becomes the owner after the date of the signing of the securing
agreement). The securing charge will come into existence immediately and
automatically upon the chargor's becoming the owner of the property.

Example:
If a securing agreement provides for a securing charge on all
present and future accounts generated in a business, the secur-
ing charge will attach to all accounts that the business acquires
while the agreement is in effect.

51. The time when a securing charge comes into existence can be
significant for three reasons. First, it is important in determining the rights
between the chargee and the chargor. If a securing charge has not been
created in an item of property, the chargee will not be able to exercise the
remedies set out in the Law when the chargor is in default. Second, time of
creation may be significant in determining the rights of third parties. If a
securing charge has not been created in an item of property of the chargor,
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the chargor can transfer his or her complete right in the property to a
third party.

52. Third, the time of creation of a securing charge can be an impor-
tant factor in determining the law applicable to the validity and completion
of a securing charge. For example, Article 41 provides that the validity and
completion of a securing charge on certain goods is determined by the law
of the location of the property at the time the securing charge is created.

53. Explanatory Comment 51 is subject to an important qualifica-
tion: when the transfer of the property right to a third party is by way of
granting of a securing charge, the priority will generally be determined by
the application of the priority rules of the Law irrespective of when the se-
curing charge was created. Creation is a condition for priority, but time of
creation is not important in determining priority under the Lawunless none
of the competing charges is completed. This feature of the system is de-
scribed in greater detail in the Explanatory Comment accompanying Ar-
ticle 8 of the Law.

54. One of the prerequisites for the creation of a securing charge is
that the chargee give value to the chargor. The value can be in any form and
can be given before or after the securing agreement is executed. Consequently,
a creditor who advanced a loan on an unsecured basis may thereafter secure
his or her claim with a securing charge by entering into a securing agree-
ment with the chargor. It is not necessary that money actually be advanced
to the chargor. A binding commitment to give credit at some later date is
sufficient. But if the making of the advance is completely at the discretion
of the chargee, the requirement of giving value will not have been met un-
less the chargee has committed himself or herself to give value to the chargor
in some other form. Value is given even if the commitment is subject to
conditions.

Example:
Condition for Credit: Credit will be advanced on the condition
that the Chargor has assets equal to 125% or more of the total
credit.

55. There is no requirement that the chargor himself or herself re-
ceive the value. A person may grant a securing charge on his or her property
to a chargee to secure a loan payable or credit granted to someone else (who
is also referred to as a "chargor"). If the primary chargor defaults, the char-
gee may proceed against the collateral on which the securing charge has
been taken.
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Article 6. Rights and Duties of a
Chargee in Possession of the Collateral

A chargee shall use reasonable care in the custody and preservation of col-
lateral in his possession. The chargee shall keep the collateral identifiable
unless the collateral is of a kind that can be mixed with other property.

Any necessary expenses for the protection of the collateral the char-
gee incurred and legal obligations related to it are to be charged to the
chargor and are secured by the collateral.

Unless otherwise agreed by the parties, the chargee may hold as addi-
tional collateral any increase or profits, except money, received from the
collateral. The chargee shall apply money to reduce the secured obligation,
unless the money is remitted to the chargor.

EXPLANATORY COMMENT

56. Article 6 sets out the rights and liabilities of a chargee in respect of
collateral that is in his or her possession. These will apply before default in
the case of a securing charge completed by possession or when the chargee
is in possession of collateral that has been seized by the enforcement officer
and delivered to him or her as provided in Article 31 of the Law.

57. The article imposes a duty of care in respect of collateral in the
possession of the chargee. One of the obligations under the duty of care is
that insurance be purchased. Reasonable expenses incurred in the custody
or preservation of collateral, including the cost of insurance and payment of
taxes or other charges, are chargeable to the chargor and can be treated as
part of the obligation secured by the securing charge.

58. The increase in value of collateral (e.g., shares or bonds) or profits
derived from the collateral may be held as additional security. An exception
is made in the case of money, which must be applied against the obligation
secured or else be remitted to the chargor.

59. The chargee must keep the collateral identifiable, except that fun-
gible goods may be commingled.

Example:
When the collateral is a quality of Grade 1 wheat, the chargee
can store the collateral with other Grade 1 wheat he or she holds.
In this context, the wheat is fungible. However, he or she cannot
mix Grade 1 wheat with Grade 2 wheat that he or she owns,
since the two quantities of wheat are not fingible.
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Article 7. The Right to Request Information

A chargor, a chargee with a securing charge on the chargor's property, or
an execution creditor has the right to request:

a) that a chargee approve or correct a list of the collateral securing
the obligation;

b) that a chargee approve or correct a statement indicating what
the chargee believes to be the aggregate amount of unpaid obli-
gations secured by collateral as of a specified date in the demand;
and

c) that the chargee be given a copy of the securing agreement.

The chargee shall comply with a request within two weeks after it is
received. During any six-month period, a chargor is entitled to one response
to a request without a charge. The chargee may require to pay an amount
specified in the Regulations of Securing Charges for each response.

EXPLANATORY COMMENT

60. Article 7 provides a vital link with the Registry system created by
the Law. The system provides for the registration of a simple notice rather
than a copy of the securing agreement. Only a limited amount of informa-
tion is contained in the notice and registered in the Registry (see the Regula-
tions and the Guide). It is sufficient to put an inquiring party on notice that
another person may be claiming a securing charge on specified kinds or
items of movable property of the person named as chargor in the registra-
tion. Details of the securing agreement, such as the particular items of col-
lateral (other than collateral that must be described by serial number), the
amount of the indebtedness, and the terms of repayment are not in the Reg-
istry public record. This information must be obtained directly from the
chargee. Article 7 provides a mechanism by which this may be accomplished.

61. This article provides that a chargor, another chargee, or an unse-
cured creditor who has an execution order may demand from the chargee
information concerning a securing agreement between that chargee and the
chargor. The inquiring party may also demand a copy of a securing agree-
ment. A potential credit grantor who has not yet advanced any money to the
chargor (so as to qualify as a chargee) or who does not have an attached
securing charge does not have the right to demand information under this
article. The potential credit grantor must obtain information concerning
the extent of the securing charge through the chargor. This can be done by
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requiring the chargor to demand the information and instruct the chargee
to respond to the demand by sending the information directly to the poten-
tial creditor.

62. In addition, the inquiring party is entitled to a written approval or
correction of an itemized list of collateral. In practice, this allows an inquir-
ing party to prepare an itemized list of collateral and to send it with the
demand. The chargee must then indicate whether or not he or she has a
securing charge on any or all of the items identified on the list. The chargee
must also provide the required information in response to a demand for
information as to unpaid obligations that are secured by the collateral.

63. The costs of complying with one demand made by a chargor in
any given six-month period are borne by the chargee. However, when an
inquiring party is other than the chargor, the chargee may require payment
in the amount specified in the Regulations. This will be enough to pay the
clerical and administrative costs associated with responding to the demand.
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III
Effect of a Securing

Charge on Third Parties

Article 8. Completion of a Securing Charge

A completed securing charge is one that fulfills all the conditions provided
in this article so its priority can be determined on the basis of the priority
provisions of the Law.

A securing charge is completed when it has attached as provided in
Article 5 and one of the following requirements has been complied with
either before or after attachment:

a) a securing charge is registered in one of the manners provided in
this Law,

b) the chargee, or agent of the chargee, who is not the chargor, has
taken physical possession of goods, an instrument, security, or
money pursuant to the securing agreement;

c) when there is a securing charge on goods in the possession of a
bailee, the bailee issues a document of title under the name of
the chargee, or the bailee agrees to keep the goods on behalf of
the chargee; or
a provision of the Law states that the securing charge is
completed.

If a securing charge is originally completed pursuant to the Law and
is again completed in some other way pursuant to this law without an in-
termediate period when it is uncompleted, the securing charge is continu-
ously completed for the purpose of this law.
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EXPLANATORY COMMENT

64. Article 8 introduces the concept of the completion of securing
charges. A securing charge has two quite separate aspects. One aspect is the
existence and the enforceability of the securing charge as between the char-
gee and the chargor through seizure and disposition of the collateral. The
second aspect is the existence and enforceability of the securing charge against
third-party claimants such as buyers, other chargees, and creditors who have
obtained enforcement orders. Completion relates only to the second aspect.
A securing charge that has attached as provided in Article 5 is enforceable
against the chargor but may not be enforceable against a third-party claim-
ant to the collateral because it is not completed or because the competing
claimant holds a securing charge that was completed at an earlier time.

65. Inherent in the concept of completion is priority. A completed se-
curing charge has priority over at least some third-party claims. What priority
it has will depend on which of the priority rules set out in later articles of the
Law apply to the particular situation. See in particular Article 11 of the Law.

66. A securing charge can acquire completion in one of four ways
(depending to some extent on the type of collateral involved):

* by registration of an appropriate notice in the Registry as pro-
vided in later articles and in the Regulations;

* by the chargee or agent of the chargee taking possession of tan-
gible movable property;

* by a bailee issuing document of title to the chargee or holding the
collateral on behalf of the chargee; or

* as a result of the securing charge being given completion under
the Law without the need for registration or possession by the
chargee.

67. Registration or possession of the collateral by the chargee results
in completion of a securing charge because these measures give third par-
ties the opportunity to discover the existence of the securing charge. The
third type of completion, completion given by the Law without the need for
registration or possession of the collateral by the chargee, is restricted to a
few, clearly defined situations in which commercial convenience requires it.
See, for example, the Law, Article 9. In any event, third-party buyers or les-
sees are always protected in situations where registration or possession is
not used for completion. See the last paragraph of Article 9; Article 41, clause
(c); and the last paragraph of Article 10.
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68. The last paragraph of Article 8 permits a chargee to change the
method of completion without losing his or her priority if the change is
done without an intermediate period where it is not completed. For example,
a chargee with a securing charge that was initially completed by possession
maintains the priority status he or she acquired by possession when the char-
gee registers a notice in the Registry and then releases the collateral to the
chargor.

Article 9. Temporary Completion with Respect
to Collateral Returned to the Chargor

A securing charge on an instrument that was completed by possession by
the chargee or agent of the chargee remains completed without the need
for registration for 20 days after the collateral comes under the control of
the chargor for the purpose of sale, exchange, presentation, collection, re-
newal, registration, or transfer.

A securing charge in goods that was completed either:

a) by possession of the chargee; or
b) by issuing of a document of title in the name of the chargee; or
c) by a person who has agreed to keep the goods on behalf of the

chargee

remains completed without the need for registration for 20 days after the
goods come under the control of the chargor for the purpose of sale, ex-
change, or handling or any dealing in a manner preliminary to their sale or
exchange.

After 20 days have expired, the securing charge ceases to be completed
unless the chargee re-completes the securing charge by one of the methods
provided in the Law.

A buyer or lessee who buys or leases the collateral during the 20-day
period in this article takes free from the securing charge if he has had no
knowledge of this charge at the time of the sale or lease.

EXPLANATORY COMMENT

69. Article 9 provides for temporary completion of a securing charge
in certain types of collateral where the securing charge is initially completed
by possession but commercial necessity dictates that the chargee surrender
possession to the chargor. The temporary completion is automatic. If some
other completion step is not taken before the 20-day temporary completion
period expires, the securing charge is thereafter uncompleted.
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Example:
A bank has possession of a document of title to secure advances
to a customer to purchase the goods covered by the document
of title. The bank will ultimately need to release the document
to the customer-Chargor so that he or she can get possession of

the goods (by submitting the document to the person who has
the goods) and sell them. Article 9 eliminates the need to regis-
ter the securing charge prior to the release of the document of
title to the Chargor for a period of 20 days.

70. The temporary completion provided by Article 9 is sufficient to
protect the securing charge from other securing charges and the chargor's
unsecured creditors. However, it may not be sufficient to protect a securing
charge on goods if the chargor sells or leases the goods to a third party. Un-
der Article 9, a buyer or lessee without knowledge of the completed secur-
ing charge who acquires ownership or possession after release of the goods
to the chargor and before the securing charge is registered takes free from
the securing charge. For this reason, a chargee may not want to rely on Ar-
ticle 9 but may decide to register a notice before release of the collateral to
the chargor. When the collateral is a negotiable instrument, the securing
charge can be defeated if the collateral is transferred under the circumstances
set out in Article 19 of the Law. This is so even though there was registration
relating to the collateral. In such a case, the only way a chargee can protect
his or her securing charge is to maintain possession of the instrument.

Article 10. Securing Charge on
Guarantees and Proceeds Collateral

When an account is subject to a securing charge, the chargee has the same
rights against a guarantor of the account that the chargor has.

Except as otherwise provided in the Law, a securing charge continues
in the collateral notwithstanding the sale, lease, license, exchange, or other
disposition thereof, unless the chargee, expressly or impliedly, authorized
the disposition free of the securing charge.

A securing charge on collateral attaches to proceeds collateral that
can be identified.

The completion and priority of a securing charge on proceeds collat-
eral are the same as the completion and priority of the securing charge on
the original collateral if:
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a) the registration through which the securing charge on the origi-
nal collateral was completed included a description of proceeds
collateral or when the proceeds collateral is the same type of prop-
erty as the original collateral; or

b) the proceeds collateral is money, a check, or a deposit with a de-
posit banking institution.

When this is not the case, a securing charge on the proceeds collat-
eral that is completed by way of registration or possession no later than 20
days from the date the securing charge on the proceeds collateral arises has
the same completion and priority as the securing charge on the original
collateral.

A buyer or lessee who buys or leases the proceeds collateral during
the 20-day period in this article takes free of the securing charge if he has
had no knowledge of this securing charge at the time of sale or lease.

EXPLANATORY COMMENT

71. The first paragraph of Article 10 provides a special rule for situa-
tions in which an account that is transferred is also guaranteed.

Example:
A owes money to B. This debt is guaranteed by C under a con-
tract providing that if A defaults in payment to B, C will pay the
debt. The effect of the first paragraph is that, when B grants a
securing charge on this account to D, D acquires the same rights
against C that B has. In other words, should B default in paying
D, D is entitled to collect the amount from A and C.

72. The remaining paragraphs of Article 10 provide a feature that is
extremely important to modern business financing. This is the principle
that a securing charge on the original collateral carries over to proceeds col-
lateral. See the definition of this term in Article I of the Law. The right to
assert a securing charge on proceeds collateral is important in inventory
financing where the chargor is given an express or implied power to sell the
original collateral or where buyers of inventory collateral take free from a
securing charge as a result of Article 14. The chargee knows that the original
collateral is to be sold and the securing charge on it will be extinguished.
Consequently, he or she must look to the proceeds collateral in place of the
original collateral.
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73. The term "proceeds collateral" is defined in Article 1 of the Law.
Essentially, the term refers to movable property of any kind obtained by the
chargor in exchange for the original collateral and the right to insurance
payments received from loss of or damage to the collateral. In effect, the
Law provides for an automatic statutory securing charge on proceeds col-
lateral when the collateral is dealt with by the chargor or is destroyed. The
securing charge on the proceeds collateral arises whether or not the secur-
ing agreement, which creates a securing charge on the original collateral,
provides also for a securing charge on the proceeds collateral. The securing
charge on the proceeds collateral is an extension of the securing charge on
the original collateral, and the priority status of the securing charge on the
original collateral carries over to the securing charge on the proceeds collat-
eral. Of course, the chargee and the chargor are free to agree that the secur-
ing charge should not extend to proceeds collateral.

74. In order to have a securing charge on proceeds collateral, the pro-
ceeds collateral must be identified as property received by the debtor when
dealing with the original collateral. This will be a problem when the pro-
ceeds collateral is money and the money is put into an active deposit ac-
count at a bank into which money from other sources is deposited and from
which withdrawals have been made by the debtor. In order to ensure that
cash proceeds collateral does not lose its identity, the chargee should require
the chargor to keep the cash proceeds separate from other cash. The chargee
can do this by requiring the chargor to deposit cash proceeds in a special
deposit account set up specifically for this purpose.

75. The following is an illustration of the effect of Article 10.

Example:
Assume that D, a retail seller of cars, has given a securing charge
on his or her inventory of cars to Alba Bank. When D sells a car
to a customer under a transaction providing that the customer
will pay part of the price through a trade-in of his or her car and
will pay the balance in 30 days, the securing charge on the new
car sold to the customer transfers to the traded-in car and the
debt owing by the customer to D. If D then sells the traded-in
car to another customer on 60-day credit terms, the debt owing
to D by this second customer is proceeds of the traded-in car
(i.e., proceeds collateral of proceeds collateral). Alba Bank's se-
curing charge automatically applies to this debt.

76. As between the chargor and the chargee, it does not matter whether
or not a securing charge on proceeds collateral is completed. An uncompleted
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securing charge on proceeds collateral can be enforced against the chargor as
long as the proceeds collateral can be identified. However, if the securing charge
on the proceeds collateral is to be enforceable against third parties, it must be
completed in the manner set out in this article. If so completed, it is continu-
ously completed. This means that the proceeds collateral is treated as an ex-
tension of the original collateral, and the securing charge on it has the same
priority status as the original collateral.

77. The article contemplates three circumstances that might arise in
the context of securing charges in proceeds collateral and prescribes the
completion steps that must be taken for each.

* Where the notice of registration contains a description of the pro-
ceeds collateral (including serial numbers where the proceeds are
a kind of collateral that must be described by serial number as
required by Article 8 of the Regulations), the securing charge is
completed as to both the original and the proceeds collateral.

* If the proceeds collateral is the same kind as the original collat-
eral, it is not necessary to take any steps other than completing a
securing charge on the original collateral. It is not necessary to
indicate on the notice of registration that the chargee claims pro-
ceeds collateral. Accordingly, if the original collateral is an auto-
mobile held by the chargor as inventory, the securing charge on
proceeds collateral in the form of trade-in automobiles would be
automatically completed since the trade-in property is an auto-
mobile held as inventory. However, if the original collateral is an
automobile held by the chargor as consumer goods and the pro-
ceeds collateral is also an automobile held by the chargor as con-
sumer goods, registration of the serial number of the original
collateral would not be sufficient to complete the securing charge
on the proceeds collateral. In order to have a completed securing
charge on the automobile taken in trade, the chargee would have
to register a notice recording the serial number of the proceeds
collateral.

* The article provides a period of temporary completion or "grace
period" where the securing charge on the proceeds collateral is
presumed to be completed without registration or without the
chargee taking possession of it. Provided that the securing charge
on the original collateral is completed, the securing charge on the
proceeds collateral is presumed to be completed for 20 days after
it attaches to the proceeds collateral. If the securing charge on the
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proceeds collateral is completed during the 20-day period, the se-
curing charge is continuously completed and its priority status is
that of the original collateral. However, temporary completion
under Article 10 does not give the securing charge priority over
certain buyers or lessees. Consequently, if a person buys the pro-
ceeds collateral during the 20-day period of presumed comple-
tion when it is not in the possession of the chargee or there is no
registration existing in relation to it, the buyer takes free from the
securing charge if he or she is unaware of the existence of the
securing charge on the proceeds collateral. The presumed comple-
tion provides protection only against other chargees and execu-
tion creditors.
If the proceeds collateral consists of cash proceeds (i.e., money,
checks, or a deposit in a deposit-taking institution), the securing
charge on the proceeds collateral is automatically completed if
the securing charge on the original collateral is completed. How-
ever, as with any securing charge on negotiable property such as
checks or money, the securing charge on proceeds collateral that
is negotiable will be defeated by a transferee of the property as
provided in Article 19.

Article 11. Priority between Securing Charges

When no other method of determining priority between securing charges
is provided by the Law, priority is determined as provided in this article.

A securing charge that is completed has priority over a securing charge
that is not completed.

Priority between two or more completed securing charges is deter-
mined on the basis of the order in which the chargees registered their se-
curing charges, took possession of the collateral, or the securing charges
were otherwise completed.

When a registration has lapsed or has been discharged either in error
or without authorization of the chargee, and the chargee transmits to the
Registry a notice of reinstatement no later than 30 days after the lapse or
discharge, the lapse or discharge does not affect the priority of the secur-
ing charge in relation to a competing completed securing charge that, prior
to the lapse or discharge, had a subordinate priority. This does not apply
when, as a result of a legally binding obligation, that competing securing
charge secures advances made, or that must be made, after the lapse or
discharge but prior to the reinstatement.
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Priority between uncompleted securing charges is determined on the
basis of the first securing charge to attach to the collateral.

A purchase-money securing charge on inventory or its proceeds col-
lateral has priority over another securing charge on the collateral given by
the same chargor if it is completed and the chargee with the purchase-money
securing charge notifies the earlier chargee by the time the chargor obtains
possession of the inventory.

The notification must state that the person giving the notification
has or expects to take a securing charge on the inventory and must contain
a description of the collateral by item or type.

A purchase-money securing charge on collateral or its proceeds col-
lateral, other than intangibles or inventory, that is completed no later than
20 days after the day on which the chargor, or another person at the re-
quest of the chargor, obtains possession of the collateral, and a purchase-
money securing charge on an intangible or its proceeds collateral that is
completed no later than 20 days after the day on which the securing charge
on the intangible attaches, has priority over any other securing charge on
the same collateral given by the chargor.

All disputes concerning priorities with respect to the collateral are
within the jurisdiction of the Court of Appeal.

EXPLANATORY COMMENT

78. The priority structure of the Law as it relates to competing secur-
ing charges consists of a set of priority rules dealing with specific situations
and a residual priority rule for all other situations. Article 11 includes the
residual priority rule of the Law and some of the special rules.

79. The priority system embodied in paragraphs 2, 3, and 4 of Article
11 is very simple. Priority between conflicting securing charges in the same
collateral is resolved on the basis of a first-in-time rule. Priority is given to
the chargee who is the first to take one of the three measures specified in
Article 11 (see also Article 8):

1. make a valid registration of a registration notice as required by
Chapter IV of the Law and the Regulations;

2. take possession of the collateral for the purpose of completing a
securing charge on it; or

3. acquire a temporary, special completion under one of the articles
of the Law that provide for it (for example, Articles 9 or 10 of the
Law).
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80. While attachment of a securing charge as provided in Article 5 of
the Law is an essential feature of priority, priority is not based on the time of
attachment of the securing charge except when none of the securing charges
was completed. A securing charge may have priority even though it was not
the first securing charge to attach. The operation of this aspect of the article
is demonstrated in the following scenario:

Example:
Chargee 1 registers a registration notice relating to a securing
charge on automobiles. This is permitted under Article 28, clause
(c), even though Chargor has not executed a securing agreement
giving a securing charge to Chargee 1. Chargee 2 enters into a
securing agreement with Chargor providing for a non-purchase-
money securing charge on automobiles owned by Chargor. Char-
gee 2 registers a registration notice relating to the securing charge
and advances the money to Chargor. At this point Chargee 2's
securing charge on the automobiles attaches and the securing
charge is completed; however, Chargee 1 does not have a secur-
ing charge on Chargor's property since a securing agreement has
not been executed between Chargee 1 and Chargor. Three days
later, Chargee 1 enters into a securing agreement with Chargor
in which Chargee 1 is given a securing charge on Chargor's au-
tomobiles and Chargee I advances money to Chargor. At this
point Chargee 1 acquires a completed securing charge on the
automobiles. In the event of default by Chargor under both se-
curing agreements, Chargee I has priority over Chargee 2 since
Chargee 1 was the first to take one of the steps enumerated in
Article 11, in this case, registration of a registration notice relat-
ing to his or her securing charge.

81. Knowledge of the existence of a prior securing charge on the col-
lateral does not affect priorities under this article. In the above scenario,
Chargee l's priority is not affected even though Chargee 1 knew of Chargee
2's securing charge when he or she took his or her securing charge so long as
Chargee I was not acting fraudulently. While this would seem to be a very
harsh rule, it is necessary in order to give certainty to business transactions
and to avoid having to go to court to deal with very difficult problems of
proof as to what was known and what was not known by a competing chargee.

82. A securing charge that is completed in one way does not lose the
priority given to it by Article 11 because there has been a change in the
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method of completion. The securing charge is treated as being continuously
completed. See Article 8 of the Law.

83. Paragraphs 6 to 8 of Article 11 introduce a concept (i.e., purchase-
money securing charge) that plays an important role in the priority system
of the Law. The Law gives a special priority status to a chargee who has
provided money or credit through which the chargor acquires the collateral
in which the chargee has taken a securing charge. It also gives this special
status to sellers under title retention sales agreements, persons who consign
goods for sale by others, and lessors under lease agreements having a term
of more than one year. See the definition of the term "purchase-money se-
curing charge" in Article 1 of the Law.

84. The policy on which the special status given to suppliers of pur-
chase credit is based is not difficult to identify or to justify. A creditor who
has provided the money or credit needed by a debtor to acquire the prop-
erty in which the chargee holds a securing charge should be given priority
to that property. The same justification applies to sellers under title reten-
tion sales agreements, persons who consign goods for sale by others, and
lessors under lease agreements having a term of more than one year.

85. The special purchase-money securing charge priority is very im-
portant as a result of two other special features of the Law. Under Article 5,
a securing charge may attach to movable property that the chargor acquires
after the securing agreement is signed. As noted in the explanation set out
above, this article gives priority to a chargee who was first to register a regis-
tration notice. When these two features are put together, they create a spe-
cial problem.

Example:
D, a debtor, signs a securing agreement giving a securing charge
to Chargee 1 in all automobiles he or she will acquire in the fu-
ture. Chargee 1 immediately registers at the Registry a notice
relating to this securing charge. Assume that D decides to ac-
quire an automobile by receiving credit under a securing agree-
ment with Chargee 2. Without a special priority rule giving
Chargee 2 priority over Chargee 1, Chargee 1 would have prior-
ity under paragraph 3 of this article since Chargee 1 was the first
to have registered a notice in the Registry. This being the case,
Chargee 2 would not finance the purchase of the automobile
knowing that Chargee 1 would have priority to it in the event of
default in payment by D to both Chargee I and Chargee 2.
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The special priority rule set out in paragraphs 6 to 8 of this ar-
ticle gives priority to Chargee 2 and consequently permits debt-
ors like D to obtain credit from additional sources in situations
where a securing charge has been given in the chargor's after-
acquired property. This is an important feature of the system.

86. Four types of transactions fall within the definition of purchase-
money securing charge:

1. a sales transaction under which the seller takes a right on the prop-
erty that he or she sells;

2. a loan transaction under which the lender gives money (or other
value) to the chargor to enable the chargor to acquire the collat-
eral where the money is in fact used for this purpose;

3. a lease under a lease agreement referred to in Article 2 of the Law, and
4. a consignment referred to in Article 2 of the Law.

87. In an installment sales agreement where a seller takes a securing
charge in the property sold (or retains ownership until the price is paid) to
secure the unpaid purchase price, the seller will generally have a purchase-
money securing charge. However, this is not always the case. A sale and re-
purchase transaction does not create a purchase-money securing charge.
The test is whether the transaction enhanced the chargor's asset pool through
the acquisition of new collateral.

88. The requirements associated with category 2 are the ones most
likely to create problems of proof. In order for a lender to have a purchase-
money securing charge, the lender must establish that the loan was used by
the chargor to acquire ownership of the collateral. It is not sufficient that the
securing agreement contains a statement that the collateral was acquired as
a result of the loan if this is not the case. It may be difficult to demonstrate
that the loan was used for this purpose if the chargor mixes this money with
money from other sources (i.e., deposits it into a deposit account contain-
ing other money). The safest course is for the chargee to make the payment
directly to the seller of the property to be purchased with the loan or to draw
an instrument payable to the chargor and the seller jointly.

89. Although it is generally the case that a purchase-money secur-
ing charge is not created if the chargor owns the collateral before the loan
advances are made, there are instances in which this does not prevent a
purchase-money securing charge from arising. For example, the require-
ment that the loan be used to acquire the property that is charged is satis-
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fied if the chargee gave the chargor a binding commitment to extend credit
prior to the acquisition of the property by the chargor. The requirement is
satisfied since the binding commitment to extend credit provides a suffi-
cient nexus between the loan and the acquisition of the collateral. That
promise is itself value.

90. The definition of purchase-money securing charge in Article 1
makes it clear that credit and interest charges are also secured by the secur-
ing charge.

91. The requirements of paragraph 6 differ from the requirements of
paragraph 8. Paragraph 8 gives the chargee who has taken a purchase-money
securing charge on property other than inventory or intangibles a grace pe-
riod of 20 days after the debtor obtains possession of tangible property, or
20 days after the securing charge on intangible property attaches, to com-
plete the securing charge. No such grace period is provided under para-
graph 6, which deals with purchase-money securing charges in inventory
collateral. The stricter requirement of paragraph 6 is necessary in order to
protect the earlier chargee who might otherwise make additional advances
to a debtor in possession of new property on the mistaken assumption that
such advances will be secured by a first securing charge. A chargee taking a
purchase-money securing charge on inventory must complete his or her
securing charge and must give an earlier chargee who has registered a notice
relating to the same kind of inventory a notice of his or her intention to
acquire a purchase-money securing charge before the chargor, or any other
person at the request of the chargor, obtains possession of the collateral. If
these requirements are not met, the special priority given to the purchase-
money securing charge will be lost. This is so even though the earlier char-
gee did not make further advances to the debtor after the purchase-money
securing charge was taken.

92. The purchase-money securing charge priority can be claimed only
if the contest is with a securing charge on the same collateral given by the
same chargor. This is illustrated in the following scenario:

Example:
Chargee 1 takes a securing charge on a Persian carpet, which
belongs to Chargor. Chargor sells the carpet to Buyer outside of
the ordinary course of Chargor's business without obtaining
authorization from Chargee 1. Chargee 2 makes a loan to Buyer
to enable Buyer to acquire the carpet. Chargee 2 has a purchase-
money securing charge on the carpet. However, Chargee 2 cannot
claim priority over Chargee 1 because his or her purchase-money
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securing charge is not in competition with a securing charge
granted by the same Chargor (Chargor rather than Buyer granted
the securing charge to Chargee 1).

93. The purchase-money securing charge priority on original collat-
eral carries over to proceeds collateral.

94. Artide 28, clause (f), sets out a basic rule: the renewal of a regis-
tration must occur before the registration expires. In other words, once a
registration expires, it cannot be revived or continued. Any attempt thereaf-
ter to re-register a registration notice so as to continue the registration will
fail. After the original registration expires, there must be an entirely new
registration. The priority for the securing charge will take effect from the
date of the new registration. (Reinstatement is an exception to this rule.)

95. A registration may prematurely cease to exist for reasons other
than the lapse of the registration period. It may be inadvertently discharged
by the chargee, it may be discharged by someone who did not have author-
ity to do so but who acted honestly in so doing, and it may be discharged by
someone acting fraudulently.

96. When the Registry receives a registration notice indicating the
discharge of a registration or any other change to a registration that involves
deletion or replacement of data, the Chief Registrar will require a notariza-
tion of such change. See the Regulationis for the requirements in order to
effect such transaction.

97. Paragraph 4 of this article is designed to avoid injustice in cases
where there has been an inadvertent, fraudulent, or unauthorized discharge
of a registration. The system permits a chargee to take measures to prevent a
loss of priority status that would otherwise result from the discharge of his
or her registration. The way the paragraph operates is demonstrated in the
following scenario:

Example:
As of June 1, Chargee 1 and Chargee 2 have registered securing
charges in collateral owned by Chargor. However, since Chargee
1 was the first to register, he or she has priority.

On July 15, Chargee l's registration ceases to be valid because
someone has fraudulently discharged it. (The result would be
the same if the registration was inadvertently discharged or if it
lapsed because of carelessness on the part Chargee 1. However,
if a discharge were involved, Chargee 1 would be notified by the
Registry).
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On August 1, Chargee 3 registered a registration notice relat-
ing to a securing charge given by the Chargor in the collateral
that is subject to Chargee l's and Chargee 2's securing charges.
On August 10, Chargee 1 registers a registration notice in com-
pliance with the Regulations relating to re-registration after lapse
or discharge.

As a result of paragraph 4 of this article, Chargee 1 can regain
his or her priority position over Chargee 2 through re-registration
no later than 30 days after July 15. However, Chargee 1 cannot
gain priority over Chargee 2 to the extent that Chargee 2 made
advances between July 15 and August 10. The effect of the provi-
sion is that Chargee 2 cannot take advantage of the discharge or
lapse of Chargee l's registration and gain a windfall at the ex-
pense of Chargee 1. However, the regained priority position can-
not affect another chargee (Chargee 3) who has registered a
registration notice between the date of lapse or discharge and
the date of re-registration.

Article 12. Priority over Uncompleted Charges

A daim of a creditor who becomes an execution creditor before comple-
tion of a securing charge has priority over this charge if the chargee has
not registered a registration notice before the creditor becomes an execu-
tion creditor or if before this charge is completed the chargee had knowl-
edge of the existence of the execution creditor.

The right of the buyer of the collateral who bought it without knowl-
edge of the securing charge and before it is completed has priority over this
charge.

The right of the lessee of goods that took possession without knowl-
edge of the securing charge and before the securing charge is completed
has priority over this charge.

EXPLANATORY COMMENT

98. Article 12 sets out the priority of claims that come into conflict
with a securing charge that has attached but has not been completed. The
article renders an uncompleted securing charge subordinate to three classes
of claims:
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1. a claim of an execution creditor;
2. a claim of a buyer of the collateral; and
3. a lessee of the collateral.

As to the priority of a completed securing charge over an uncompleted
securing charge, see paragraph 2 of Article 11 of the Law. As to the priority
of state claims over uncompleted securing charges, see Article 605 of the
Civil Code.

99. Article 12 operates only in competitions between an uncompleted
securing charge and the specified three types of claimants. An uncompleted
securing charge remains valid and enforceable against the chargor. Article
11 of the Law and other articles containing special priority rules deal with a
priority competition between securing charges.

100. The first dass to which an uncompleted securing charge is sub-
ordinate is the class of execution creditors. See the definition of "execution
creditor" in Artide 1 of the Law. These are creditors who have obtained an
execution order under the Code of Civil Procedure for enforcement of a court
order for payment of money. The Law recognizes the time and costs in-
vested by such creditors by granting them priority over uncompleted secur-
ing charges. However, this priority does not extend to situations where the
chargee, who has registered his or her securing charge before the execution
creditor obtains the execution order under which the collateral is seized,
completes his or her securing charge without knowledge of the order.

101. This provision applies only to uncompleted charges. If the
securing charge has been completed by registration, possession, or under
one of the provisions of the Law providing for temporary completion be-
fore the execution order is obtained, the chargee has priority over the execu-
tion creditor.

102. Buyers and lessees of the collateral also have priority over an un-
completed securing charge when they acquire rights in the collateral with-
out knowledge of the existence of the securing charge. See the definition of
"knowledge" in Article 1 of the Law. Buyers and lessees are given priority
over uncompleted securing charges since the Law guarantees that, if they
search the Registry and find no registration against property that they pur-
chase or lease, they need not be concerned by securing charges on the prop-
erty. In the case of a lease, there is an additional requirement that the lessee
must take possession of the leased property before the securing charge is
completed. The justification for the distinction is that, generally, it is only
when the lessee has obtained possession that there is any obligation to make
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lease payments. In other words, the lessee is not likely to have paid any money
to the lessor before obtaining possession. The situation is often very differ-
ent with a buyer, who will often pay before getting possession.

103. Article 14 provides special protection to buyers or lessees in the
ordinary course of business. Under Article 14, they take priority over both
completed and uncompleted charges in the property they buy or lease.

Article 13. Priority of Securing Charges
and Other Claims over Future Advances

The priority of a securing charge extends to all money loaned, whether
present or future, under the securing agreement or a related agreement.

A completed securing charge does not have priority over the rights
of an execution creditor with respect to money loaned after the chargee
becomes aware of the execution creditor.

However, the chargee will have priority over a claim of an execution
creditor whether or not the chargee has knowledge of the existence of the
execution when:

a) the money is owed to someone other than the chargor;
b) the payment is required by the law; or
c) the chargee has incurred reasonable expenses for the preserva-

tion, maintenance, or repair of the collateral.

The chargee is not obliged to give the loan to the chargor if the char-
gee has knowledge that the collateral is subject to execution before the char-
gee gives the loan.

EXPLANATORY COMMENT

104. Article 13 provides a priority rule for what is often referred to as
"future advances." It is common for a securing agreement to provide that
the money to be loaned to the debtor will be advanced by installments over
a period of time. Problems arise when a second securing charge is taken in
the collateral by another chargee or when a creditor obtains an execution
order before all the advances have been made under the first securing agree-
ment. The following scenario illustrates the source of the problem:

Exan ple:
Chargee 1 enters into a securing agreement with Chargor pro-
viding for a securing charge on Chargor's inventory of stored
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grain. The agreement provides for two advances of 10,000 Lek
each. Chargee 1 registers a notice relating to the securing charge
and advances 10,000 Lek to Chargor. Shortly thereafter, Chargor
gives a securing charge on the grain to Chargee 2, who lends
Chargor 10,000 Lek. Then, Chargee 1 makes the second 10,000
Lek advance under his or her securing agreement. Assume that
the grain is worth 20,000 Lek at the time that Chargor becomes
insolvent without having paid anything to either Chargee 1 or
Chargee 2. There are 30,000 Lek in claims against grain worth
20,000 Lek. Either Chargee 1 or Chargee 2 must suffer a 10,000
Lek loss.

The effect of Article 13 is to give priority to Chargee 1 to the
full amount of his or her 20,000 Lek claim if the securing agree-
ment or a related agreement provided for the future advances.
The assumption is that Chargee 2 had the means to be notified
about the future advance through checking the information in
the Registry. Before making an advance to the Chargor, Chargee
2 could have discovered through a search request to the Registry
that Chargee 1 held a securing charge on the grain and also should
have known that if Chargee 1 made a future advance he or she
would have priority. Consequently, Chargee 2 would not make a
loan to the Chargor unless he or she obtains a subordination
agreement from Chargee 1 under which Chargee 1 agrees that
any additional advances he or she makes to the Chargor will be
subordinated to Chargee 2's claim.

105. The position of an execution creditor is very different from the
position of Chargee 2 in the scenario set out above. Chargee 2 can obtain a
search result and find Chargee I's registration before he or she decides
whether or not to give a loan to chargor. In most cases, execution creditors
are not in this position. They have already given credit before Chargee 1
registers his or her securing charge, or their claims are not based on a volun-
tary grant of credit but on some other basis of liability. It is quite unfair to
allow Chargee I to grant an additional loan to chargor and then claim prior-
ity over an execution creditor of which he or she was aware at the time he or
she made the additional loan. Consequently, Article 13 does not give prior-
ity to Chargee I over the execution creditor unless one of the exceptions set
out in the Artide applies.

106. There are three exceptional situations in which Chargee 1 can
gain priority over an execution creditor of which he or she has knowledge:
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1. when Chargee 1 is contractually obligated to advance the second
installment of the loan to a person other than the chargor;

2. when the chargee is required by law to make the payment; and
3. when after the first installment of the loan has been made the

chargee has incurred expenses for the preservation, maintenance,
and repair of the collateral.

107. Under the final paragraph of the article, when a chargee cannot
have first priority for the second installment of the loan because he or she is
aware of an execution creditor, he or she is released from any contractual
obligation to give such installment to the chargor. If the chargee cannot gain
priority for this installment, it is unreasonable to hold him or her to a con-
tractual obligation to make the installment payment to the chargor.

Article 14. Priority of Buyers and Lessees of Goods

A buyer in the ordinary course of the seller's business takes free of a com-
pleted or uncompleted securing charge on goods created by the seller of
the goods even if the buyer knows of the existence of the securing charge.

A lessee in the ordinary course of the lessor's business takes free of a
completed or uncompleted securing charge on the goods created by the
lessor even if the lessee knows of the existence of the securing charge.

A buyer or lessee of consumer goods or goods to be used for farming
purposes who buys or leases the goods without knowledge of a securing
charge takes free of a completed or uncompleted securing charge if the
purchase price of the goods or, in the case of a lease, the market value of the
goods, does not exceed 40,000 Lek.

EXPLANATORY COMMENT

108. Article 14 contains a special set of priority rules under which
buyers or lessees of property take free from securing charges on the prop-
erty. To simplify the analysis, further reference is made only to buyers (who
should be taken to include, where appropriate, lessees of property). Article
14 applies only to sales made by a person whose business purpose is the
selling or leasing of such property.

109. Article 14 ensures that a buyer who buys the property from a
seller under a transaction carried out as part of the seller's business need not
be concerned about prior securing charges in the property created by the
seller. The purpose of the provision is to avoid disruption of commerce and
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injustice to unsuspecting buyers in the ordinary course of business, which
would otherwise be the case if such buyers were always required to conduct
a search of the Registry before buying movable property.

110. A chargee who takes inventory as collateral is fully aware that
the collateral must be sold by the chargor if the chargor's business is to sur-
vive. While a chargee may want to put a restriction on the right of the chargor
to sell the inventory (for example, a restriction in the securing agreement
that the inventory will not be sold without the consent of the chargee or
below a specified price), such restrictions cannot be allowed to affect the
buyers who buy the inventory in the ordinary course of business. Conse-
quently, a buyer is protected under this article even if the securing charge
limits the right of the seller to sell the property. It does not matter that the
sale was in violation of a limitation in the securing agreement.

111. The fact that the buyer is aware of the existence of a securing
charge on the property of the seller does not disqualify the buyer from hav-
ing the protection of this article. Many buyers are aware that the wholesale
or retail sellers with whom they deal may have given securing charges on
their inventory. It makes no commercial sense to require these buyers to
discover the identity of the chargee and then contact the chargee to get a
release of the securing charge on the property. Such a requirement would
impede commercial activity.

112. Article 14 should be compared with Article 12 of the Law. Ar-
ticle 12 subordinates a securing charge that is not completed to the owner-
ship right of a transferee who acquires the ownership right for value.
Although these articles may overlap to some extent, for the most part each
operates within its own distinct sphere. Article 14 applies where there has
been a business sale. This is not a requirement of Article 12. Article 12 ap-
plies only when the securing charge is not completed and where the buyer
does not have knowledge of the securing charge. Article 14 applies whether
or not the securing charge is completed and whether or not the buyer is
aware of the securing charge.

113. Sales in the ordinary course of business of a seller are those made
by a person who has as that person's business purpose the selling of such
property. These are sales to the public at large. They are of the type normally
made by sellers in the business of selling property of that kind when the
business dealings between the buyers and sellers are carried out under nor-
mal terms and are consistent with general commercial practices. They do
not include private sales between individuals or commercial sales made un-
der very unusual terms. Whether or not a particular sale falls within the
scope of this article is ultimately a question of fact, which may have to be
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determined thro X a multifaceted inquiry into the business practices of
the seller. The following are relevant factors:

1. Transaction Type: The transaction should be one that is a normal
part of the seller's business.

2. Place of Sale: If the transaction takes place at the business prem-
ises of the seller, it is more likely to be in the ordinary course of
business. If it takes place away from the business premises of the
seller and the seller does not ordinarily sell in locations other than
his or her premises, the sale is not likely to be in the ordinary course
of business.

3. Parties to the Transaction: If the buyer is an ordinary, everyday
consumer, the sale is more likely to be part of the ordinary course
of business. If the buyer is not an ordinary consumer, then the
sale is not likely to be part of the ordinary course of business.

4. Quantity of Property Sold: If only one or a few articles are being
sold in the ordinary way, the court is more likely to hold this to be
a sale in the ordinary course of business. On the other hand, if a
large number of items are sold, many more than are sold in the
ordinary course of business, and if they form a substantial pro-
portion of the stock of the seller, then this is not a sale in the ordi-
nary course of business.

5. Price Charged: If the price charged is in the range of the usual
market price, the sale is more likely to be a sale in the ordinary
course of business, whereas if the price is unduly low, this is con-
sidered evidence that a sale in the ordinary course of business has
not occurred.

6. Advertising: If the seller advertises to the public, representing it-
self as conducting a certain business, then the transaction is more
likely to be in the ordinary course of business.

114. Article 14 provides that a buyer of property takes free from any
securing charge on the property created by the seller of the goods. It is very
important to note that not all securing charges on the goods are defeated in
a sale in the ordinary course of business. Article 14 does not shield the buyer
from a securing charge on the property given by someone other than the
seller. A buyer should not assume that the sale is protected simply because
the property was bought from someone who ordinarily sells property of the
kind purchased. There is a risk that the seller may have acquired property
that was subject to a securing charge from an earlier party. Buyers of prop-
erty, particularly used property, must take alternative measures to protect
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themselves against the risk of loss even when they deal with a seller ordi-
narily in the business of selling such property. The following scenario dem-
onstrates this point.

Example:
Assume that Chargor 1 gives a securing charge on his or her car
to Chargee 1. This securing charge is properly registered. Chargor
1 then trades in the car as part of the purchase of a new car from
a car dealer. The car dealer then gives a securing charge on his or
her inventory of cars to Chargee 2. This inventory includes the
traded-in car. Buyer purchases the traded-in car from the dealer
in the ordinary course of business. Buyer takes free from the in-
ventory securing charge held by Chargee 2 but not Chargee l's
securing charge since this charge was not created by the seller
(the car dealer). In order to protect himself or herself, Buyer must
check the Registry using the serial number of the car he or she is
purchasing as the search criterion. (A search using the dealer's
name will not reveal the securing charge held by Chargee 1.)

115. The protection provided by the last part of Article 14 is for buy-
ers or lessees of tangible property of low value (that is, property having a
value of 40,000 Lek or less). This protection is in some respects narrower,
but in other respects broader, than that provided to buyers in the ordinary
course of business under the first paragraph of Article 14. It is narrower in
that the price of the property must not exceed 40,000 Lek. Furthermore, the
buyer must acquire the property without knowledge of the securing charge.
It is broader in that the sale need not have been carried out by a person
whose business is the selling of such property. In addition, this paragraph
protects the buyer from all securing charges whether created by the seller or
someone else. The following scenario demonstrates how this aspect of Ar-
tide 14 operates.

Example:
Chargee takes and registers a securing charge on Chargor's com-
puter. Chargor sells the computer to Buyer 1. The sale is not in
the ordinary course of the Chargor's business. Buyer 1 pays 50,000
Lek for the computer. Buyer 1 later sells the computer to Buyer 2
for 40,000 Lek. Buyer 2 is unaware of the securing charge of
Chargee.
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Chargee has priority over Buyer 1. This was not a sale in the
ordinary course of Chargor's business, and the value of the com-
puter was in excess of 40,000 Lek. However, Chargee lost prior-
ity to the computer once it was sold to Buyer 2. The last paragraph
of Article 14 gives Buyer 2 priority over the Chargee. There is no
requirement that the sale be in the ordinary course of business.

116. A buyer may also acquire protection under the second paragraph
of Article 10 from a prior securing charge. Article 10 applies whether or not
the sale is in the ordinary course of business of the seller. However, this protec-
tion is available only when the chargee consents to the disposition of the
goods by the seller. The protection afforded by Article 14 is not based on an
expressed or implied consent of the chargee. This article states priority rules
that operate quite independently of the permission of the chargee.

117. There are situations in which a securing charge in goods is tem-
porarily completed without registration and without the chargee's taking
possession of the collateral. See, for example, Articles 9 and 10 of the Law. A
basic policy of the Law is that a search of the Registry will provide reliable
information to a potential buyer about the existence of securing charges
registered against the name of the seller. This is subject to two qualifications.
First, a Registry search can be relied on only if the chargee has completed
the securing charge through registration (rather than possession). If the
chargee completed his or her securing charge through possession, a search
of the Registry will not assist a potential buyer. Second, as noted earlier in
this comment, the buyer is open to the risk that the goods are subject to a
securing charge granted by a previous owner. The policy therefore provides
an assurance only that a search will reveal securing charges given by the
person identified as debtor in the information obtained from the Registry.
However, buyers need not be concerned about securing charges that are tem-
porarily completed without registration or possession of the collateral by
the chargee. The articles of the Law that provide temporary completion re-
strict the benefits of this completion to situations where the parties in con-
flict are persons other than buyers or lessees (that is, other chargees or
execution creditors).

Article 15. Priority of Claims Arising by Operation of Law

If a person in the ordinary course of his business furnishes services or
materials with respect to collateral, a right in the collateral given by law for
the value of the materials or services has priority over a securing charge in
the collateral whether the securing charge is completed or not.
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EXPLANATORY COMMENT

118. Article 15 subordinates a securing charge to a claim on goods if
the claim arose as a result of furnishing materials or services that were used
in connection with the collateral in the ordinary course of business. Article
15 applies whether or not the securing charge is completed.

119. Three conditions must be met under the language of Article 15:

1. the nonconsensual charge must take the form of a claim provided
by law;

2. the claim must be on goods; and
3. the claimant must supply materials or services in respect of the

goods.

Article 16. Priority with Respect to Securing Charges
on Goods Attached to Immovable Property

A securing charge may be created on crops or on goods that are or are
intended to become attached to immovable property. The Law does not
prevent the creation of hypothec on things that are attached to immovable
property under the Civil Code or other laws.

A securing charge on crops or goods that are attached or are intended
to become attached to immovable property has the rights and priorities
provided in the Law, to the extent that they do not conflict with other laws
that deal with hypothecs.

A completed securing charge on crops or goods that have been at-
tached to immovable property has priority over the rights of the owner
of the immovable property at the time the crop is planted or the goods
are attached to the immovable property. This priority is, as well, over the
rights of an execution creditor and a person who acquires ownership or
takes a hypothec on the immovable property after the securing charge is
completed.

Upon default, subject to ChapterV, a chargee who has priority under
this article may remove the crops or goods from the immovable property.
The chargee shall reimburse the owner of the immovable property to which
the crops or goods have been united, other than the chargor, for the costs
of physical injury to the immovable property resulting from the removal
of the crops or goods. The chargee need not provide reimbursement for
reduction in value of the immovable property resulting from removal of
the crops or goods.
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EXPLANATORY COMMENT

120. Under Part II, Title 1, Objects, the Civil Code states the funda-
mental principle that what is attached to immovable property may become
a part of that immovable property depending upon how easy it is to detach
the thing that is attached. This usually means that the owner of the immov-
able property becomes the owner of goods attached to the property. This
tends to undermine the stability of commercial transactions by placing a
substantial risk of loss on a secured financer of the goods. It also gives an
unanticipated windfall to an owner of the immovable property.

121. Article 16 sets out a comprehensive system that governs secur-
ing charges in goods (including crops) attached to immovable property. It
permits a chargee to have a securing charge on the goods or crops even though
they are attached to immovable property owned by the chargor or someone
other than the chargor. In addition, it sets out a procedure governing the
removal of the crops or goods. These provisions attempt to achieve a rea-
sonable balancing of interests between the financer of the crops or goods
and the owner of the immovable property.

122. Article 16 covers two different situations. The first is when a char-
gee takes a securing charge in goods and the goods later become affixed to
land. The second is when a chargee takes a securing charge in goods that are
already affixed to land or that are grown on the land.

123. The article provides that a completed securing charge on goods
which attaches before or at the time they become affixed to the immovable
property has priority over the owner of the land. The operation of this pro-
vision can be illustrated in the following scenario:

Example:
Chargor owns immovable property on which a manufacturing
plant is located. The land is subject to a hypothec in favor of
Creditor. Chargee supplies manufacturing equipment to Chargor
under a securing agreement and registers his or her right. The
equipment is later affLxed to the land.

Chargee has priority over Creditor and may remove the equip-
ment from the land in case of default by Chargor.

124. The last paragraph of Article 16 governs the enforcement of the
securing charge on crops or goods attached to the land. It is designed to
achieve a fair balance between persons who have enforceable securing charges
in crops or goods and persons who have property rights in the land to which
the movable property is attached.
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Article 17. Priority with Respect to Securing Charges
on Goods Attached to Movable Property

Accession is goods that are attached to other goods in such a manner that
they have not lost their separate identity and can be separated without sub-
stantial expense or without causing substantial damage. A securing charge
on goods continues after the goods become an accession.

If a securing charge is completed when the goods become an acces-
sion, it remains completed in the accession.

A completed securing charge on an accession has priority over the
rights of the owner of goods to which the accession is attached at the time
the accession is attached to the goods and over the rights of an execution
creditor and a person who acquires ownership or becomes a chargee of the
goods or the accession after the securing charge is completed.

On default, subject to Chapter V, a chargee who has priority under
this article may remove the accession from the other goods. The chargee
shall reimburse the owner of the goods to which the accession has been
united, other than the chargor, for the costs for the repair of any physical
damage resulting from the removal of the accession. The chargee need not
provide reimbursement for reduction in value of the goods resulting from
removal of the accession.

A person entitled to reimbursement may refuse permission to remove
the accession until the chargee gives adequate assurances of the obligation
to reimburse.

EXPLANATORY COMMENT

125. Article 17 deals with situations in which one item of goods owned
by a chargor that is subject to a securing charge is attached to another item
of goods in such a way that the first item can be removed without substan-
tial damage to the other item. An example of such a situation is where high-
value truck tires that are subject to a securing charge given by a chargor to a
chargee are installed on a truck that is subject to a securing charge in favor
of another chargee or installed on a truck owned by someone other than the
chargor. Under this article, the tires are considered an "accession.' (But it
does not apply where paint is put on a vehicle, for example, since the paint
cannot be removed without causing serious damage to the vehicle.)

126. This article enables a chargee with a securing charge on an ac-
cession to maintain his or her securing charge against a person who has
property rights in the goods to which the accession is attached. This tends to
increase the stability of commercial transactions by reducing the risk of loss
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of a financer of the accession. It also prevents an unanticipated windfall to a
prior owner of the goods to which the collateral is attached.

127. Under Article 17, a person with a securing charge that attaches
to goods before they become an accession has priority over any person with
property rights in the goods to which the accession is attached. This provi-
sion operates as follows:

Example:
Chargor gives a securing charge on a truck to Chargee 1. Char-
gee 1 completes the securing charge by registration. Chargee 2
finances the acquisition of new tires and takes a securing charge
on the tires. The tires are then installed on the truck.

In this scenario, Chargee 2 has priority over Chargee I and
may remove the tires from the truck. This priority is not depen-
dent on registration of the securing charge on the tires. How-
ever, completion of a securing charge on the tires is relevant when
a dispute over priority arises between the holder of the securing
charge on the tires and a person who subsequently becomes the
owner of the truck and tires. If the truck and tires were sold to a
third party, or if the debtor granted a securing charge in the whole
to another chargee, the failure to complete the securing charge
on the tires would result in loss of that securing charge to the
third person, as provided in Article 12 of the Law.

128. The last paragraph of Article 17 governs the enforcement of the
securing charge in goods that become an accession. It is designed to achieve
a fair balance between persons who have an enforceable securing charge in
such goods and persons who have ownership in the goods to which the ac-
cession has been attached.

Article 18. Priority of Securing Charges on Commingled Goods

In this article commingled goods are goods that are physically united
with other goods in such a manner that their identities are lost in a prod-
uct or unit.

A securing charge may not be created in commingled goods, except
that if collateral becomes commingled goods, any securing charge on the
original collateral attaches to the product or unit. A completed securing
charge in goods that become commingled goods remains completed as well
in the product or unit. The chargee may not enforce the securing charge on

68



PART A. THE LAW FOR SECURING CHARGES

the product or unit to the extent that the value of the product or unit at the
time of enforcement exceeds the value of the collateral at the time it be-
came commingled goods.

If more than one securing charge attaches to a product or unit, a se-
curing charge that is completed has priority over a securing charge that is
uncompleted at the time the collateral becomes commingled goods.

VWhen there is more than one completed securing charge, the secur-
ing charges rank equally in proportion to the value of the collateral at the
time that it became commingled goods.

EXPLANATORY COMMENT

129. In a nontechnical sense, Article 18 is an extension of the concept
of securing charges on proceeds collateral. It addresses a situation in which
two or more items or quantities of goods, each of which is subject to a sepa-
rate securing charge held by different chargees, are merged through manu-
facturing, assembling, processing, or commingling into a single new item or
product. Commingled goods lose their identity and cannot be distinguished
from the other goods. A simple, although not necessarily practical, example
of a situation to which this article applies is when flour, subject to a securing
charge given to Chargee 1, is mixed with chocolate, subject to a securing
charge given to Chargee 2. The result is a chocolate cake.

130. Article 18 provides that, in effect, the separate securing charges
on the flour and chocolate are proportionally recognized in the cake if both
securing charges were completed when the goods charged became com-
mingled goods.

Article 19. Priority Relating
to Instruments under Other Laws

A securing charge of a person who acquires instruments in a manner pro-
vided by the banking law takes priority over an earlier completed securing
charge on the instruments.

A claim of a person who buys a security or takes a securing charge on
it has priority over a securing charge that is completed through registra-
tion, if this person acquires the security and possession of it for value with-
out having knowledge of the securing charge.

A claim of a transferee who gets a document of title has priority over
a securing charge on goods in possession of the issuer of the document of
title if:
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a) the transferee gives value for the document of title;
b) the transferee takes possession of the document of title without

knowledge of the securing charge; and
c) the transfer is done according to requirements that the document

of title contains, which allows transfer of the document to the
holder or according to his order.

A claim of a possessor of money has priority over a securing charge
given on the money if the possessor acquired the money without knowl-
edge that it was subject to this securing charge. When the possessor gave
valuable property or assumed an obligation, the possessor has priority
whether or not the possessor acquired the money with knowledge that it
was subject to a securing charge.

A creditor who receives payment of a debt has priority over a secur-
ing charge on the money paid on this debt and on an instrument used to
make the payment. This applies whether or not the creditor has knowledge
of the securing charge at the time of payment and whether the payment
was made by the chargor through the use of an instrument, an electronic
funds transfer, a debit, an authorized transfer by him, or a similar way of
payment.

EXPLANATORY COMMENT

131. A securing charge can be taken on negotiable property such as
negotiable instruments and negotiable documents of title. See the defini-
tion of "instrument" in Article 1 of the Law. Such a securing charge can be
completed by registration, by the chargee's taking possession, or under one
of the articles that provides short-term completion without registration or
possession. (See, for example, Articles 9 and 10 of the Law.) However, the
effectiveness of the completion is not the same in each case. Clearly, posses-
sion is the method that gives the best priority position.

132. This article has been designed to ensure that completion of a
securing charge by registration or by short-term completion without pos-
session or registration does not interfere with the basic laws of negotiability.
For example, it is possible for a chargee to have a securing charge on all of a
chargor's present and future property. This would include negotiable in-
struments payable to the chargor. This securing charge can be completed by
registration, and the negotiable instruments can be left in the possession of
the chargor. If the chargor then negotiates one or more of the instruments
as provided in the banking law, it is important to determine whether the
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person to whom the instrument was negotiated must do a search of the
Registry to determine whether or not the instrument is subject to a regis-
tered securing charge.

133. This, along with the banking law, makes it clear that such a search
need not be done. So long as the person to whom the instrument is negoti-
ated acquires it in a manner provided by the banking law, that person need
not be concerned that the instrument is subject to an existing completed
securing charge. The policy here is to permit securing charges on negotiable
instruments, and at the same time to ensure that the free transfer of those
instruments in accordance with the banking law is not affected. A chargee
who wants to make sure that his or her securing charge will have priority
must take possession of the instrument. When this is done, there is no chance
that another person can acquire the instrument and defeat the securing
charge on the instrument. Registration of the securing charge gives priority
over execution creditors but not over a buyer of the instrument or another
chargee who completes his or her securing charge by taking possession of it
and who acquires his or her interest for value and without knowledge of the
prior securing charge.

134. Under Article 19, the same approach that applies to negotiable
instruments is extended to "securities.' In Article 1 this term is defined to
include a document that evidences ownership of shares, participation in a
company, or monetary obligation undertaken by the person who issues it.
The document embodies these rights, and its transfer in the appropriate
method is treated as a transfer of those rights.

135. The effect of Article 19 is to allow free transferability of securi-
ties without the need to do a search of the Registry each time a transaction
takes place. This will be important with respect to securities that are bought
on a stock exchange or a bourse. A chargee who wants to make sure that his
or her securing charge on a security is fully protected must take possession
of it or have it held by someone other than the chargee on his or her behalf.
Registration of the securing charge gives priority over execution creditors
but not over a buyer of the security or another chargee if:

1. the buyer or the chargee takes possession of the security;
2. the buyer or the chargee gives something valuable in exchange to

the seller or the chargor; and
3. this was done without knowledge of the prior registered securing

charge.

The knowledge referred to in the article is actual knowledge and not
deemed or presumed knowledge resulting from the fact that the securing
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charge is registered at the Registry. See the definition of "knowledge" in Ar-
ticle 1 of the Law.

136. When goods are stored in a commercial warehouse not owned
by the chargor and the warehouser issues a warehouse receipt stating that
the goods will be delivered to the holder of the warehouse receipt or to a
person to whom the warehouse receipt has been transferred by endorse-
ment, the warehouse receipt is generally considered to be "negotiable." The
transfer of the warehouse receipt also transfers the ownership right on the
goods to which the warehouse receipt refers. In commercial terms, the ware-
house receipt is a "document of title" to the goods to which it refers. The
term "document of title" is defined in Article 1. See also Civil Code, Article
1002. The same approach applies to a bill of lading (which is included within
the definition of "document of title" in Article 1) issued by a carrier when
the bill of lading provides that the goods to which the bill refers will be
delivered to the holder or a person to whom the bill of lading has been trans-
ferred. The bill of lading is also treated as a "document of title" in the sense
that the person who is in possession of it and who is named in it is treated as
being entitled to delivery of the goods referred to in it. See Civil Code, Ar-
ticle 883.

137. The effect of this article is to treat a document of title in the
same manner as a negotiable instrument. While registration of a securing
charge on the goods to which the document of title relates is permitted (see
Article 8 of the Law), if the document of title is transferred as provided by
its terms to someone who acquires it for value and without knowledge of
the registered securing charge on the goods or the document of title, the
interest of the transferee of the document of title has priority over the regis-
tered securing charge. This is so whether the transferee is a buyer or another
chargee. As with negotiable instruments and securities, if the chargee wants
to make sure that his or her securing charge is fully protected, he or she
must take possession of the negotiable document of title himself or herself.

138. Special rules apply when the possessor of a negotiable instru-
ment or document of title releases the instrument or title to the debtor for
specified purposes. The securing charge is continuously completed as pro-
vided in Article 9, but the priority of that securing charge is determined
according to this article.

139. A securing charge can be taken on money. This is most likely
to occur when inventory collateral is sold and the chargor receives pro-
ceeds collateral in the form of money. It will also occur when the securing
charge applies to all of the present and future movable property of the
debtor. Such a securing charge can be completed in two principal ways: by
possession or by registration. In addition, a securing charge on money as
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proceeds collateral is automatically completed under Article 10 without
the need for further steps.

140. Article 19 makes it abundantly clear that a securing charge on
money that is completed by registration or that is temporarily completed
under the Law does not have priority over the rights of a holder for value of
the money. This is so since money is highly negotiable and it does not make
sense to require persons who deal with money to conduct a search of the
Registry before taking money in payment.

141. The last paragraph of the article provides that a creditor who
receives payment of a debt takes free from any securing charge on the money
or instrument used to pay the debt, even though the holder had knowledge
of the securing charge. The article ensures that, when a debtor makes a pay-
ment to a creditor, the creditor need not be concerned that the money or
negotiable instrument used to make the payment is subject to a prior claim
of a chargee who has a securing charge in this property. A transfer under an
electronic funds transfer system is also protected. Unless a debtor has this
power, it would be impossible for him or her to carry on with business in
situations where a broadly based securing charge has been given in his or
her business assets.

142. The article has limited scope in this context. If a check is invalid
or canceled, the creditor cannot claim priority on any money used for pay-
ment in the account that the check relates to. Article 19 protects the creditor
only after he or she has received payment from the debtor.

Article 20. Priority Subject to Subordination

A person with a securing charge who has priority under the Law may agree
to modify or forgo the priority in favor of some other person or group of
persons. This is referred to as subordination agreement.

To be valid, a subordination agreement must be in writing.

EXPLANATORY COMMENT

143. Subordination agreements are very important. One reason for
this is the ease with which it is possible under the Law to take and complete
a fixed securing charge in a chargor's present and after-acquired property.
Subordination by the holder of a securing charge under a securing agree-
ment can be used to reverse the priority rules that would otherwise prevail
in cases where a chargor is seeking nonpurchase financing from a credit
grantor who is not the first to register a registration notice. Such agreements
will be necessary because of the effect of the first-in-time priority rule in
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Article 11 and the power to secure future advances as provided in Article 13
of the Law.

144. A subordination agreement maysubordinate the debt of the sub-
ordinating creditor to the benefit of another creditor. It may postpone the
subordinated debt from the outset, or it may provide that the postpone-
ment is effective only on the occurrence of a specified event. The subordina-
tion agreement may also limit the subordination to certain kinds of debts,
such as debts arising out of a specific credit agreement, debt incurred prior
to a specified date, or debt up to a specified amount. The parties are free to
determine the nature and scope of the subordination.

145. Subordination does not affect the priority status of a securing
charge in relation to another securing charge held by someone who is not
party to the subordination agreement. The subordination may be registered
in the Registry, but there is no requirement to do so and no priority conse-
quences if it is not.

Article 21. Transfer of the Chargor's Right

The ownership of a chargor on the collateral can be transferred, but only
subject to the securing charge on the collateral, unless otherwise provided
in the Law.

EXPLANATORY COMMENT

146. Article 21 recognizes a chargor's power to dispose of his or her
ownership in the collateral. The chargor need not get the permission of the
chargee, even though the securing agreement requires this permission. How-
ever, a person who acquires the property from the chargor acquires owner-
ship subject to the preexisting securing charge unless a priority rule on this
law provides otherwise. A transferee of the chargor's ownership will have to
repay the chargee the outstanding balance of the chargor's obligation. In
effect, the chargor is free to deal with the collateral, while the Law protects
the rights of the chargee.

Article 22. Lack of Responsibility of the Chargee
for Actions or Omissions of the Chargor

The existence of a securing charge or authority given to a chargor only to
dispose of or use collateral, without more, does not impose liability upon a
chargee for the chargor's acts or omissions.
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EXPLANATORY COMMENT

147. Article 22 clarifies that no liability of a chargee for damage caused
by the chargor during use of the collateral can arise unless the chargee specifi-
cally assumes such liability. Any liability that does exist is that of the chargor.
This provision does not apply where the chargee is in possession of the collat-
eral and the loss or damage occurs as a result of the conduct of the chargee.

Artide 23. Agreement Not to
Assert Claims against the Transferee

An agreement between an account debtor and a transferor of an account not
to assert against the transferee any claim or defense that the account debtor
may have against the transferor is enforceable by a transferee that takes the
account. This applies only when the transferee received the account for com-
pensation, in good faith and without notice of the agreement.

Such agreement is invalid when it is in contradiction of Article 92 of
the Civil Code, or when the account debtor is overloaded with debts or
obligations, or when bankruptcy proceedings have started.

EXPLANATORY COMMENT

148. This article applies to a situation in which a person to whom a
debt (account) is owing transfers that debt to someone else (the transferor
of the account is the chargor and the transferee of the account is the char-
gee), thereby creating a securing charge on the debt to which this law ap-
plies. The person who owes the debt is the "account debtor." The article applies
whether the transfer creates a securing charge or is a transfer of ownership
of the account. Both types of transactions are governed by the Law. See the
definitions of "account," "account debtor," "transferor," and "transferee" in
Article 1 of the Law.

149. It may happen that the account debtor has a defense against the
chargor should the chargor decide to collect the debt. Under Article 24, the
account debtor would ordinarily be able to raise this defense against the
chargee should the chargee attempt to collect the debt.

150. The underlying assumption of Article 23 is that, without a spe-
cific agreement to the contrary, the account debtor does not waive his or her
defenses, and that the transferor of the account (chargor) can pass to the
transferee (chargee) only the right he or she has under the contract between
the account debtor and the transferor of the account (chargor).
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151. This article allows the account debtor to waive the defenses that
he or she has against the chargor. As a result, when the debt is transferred to
the transferee of the account (chargee), the transferee (chargee) can collect
the debt without having to be concerned that the account debtor will raise
those defenses against him or her.

152. The article sets out specifically, or by reference to Article 92 of
the Civil Code, circumstances under which a transferee will be unable to use
an agreement with the account debtor to enforce a waiver of defense. These
circumstances include duress of the account debtor, lack of legal capacity of
the account debtor, and illegality of the transaction or fraud.

153. An agreement to waive defenses is also not enforceable when the
account debtor is overloaded with debt or is in bankruptcy proceedings.
The policy of this feature is that the waiver should not be allowed when it
unduly prejudices other creditors. If the account debtor can waive defenses,
he or she is in effect surrendering value that otherwise would be available to
his or her creditors. For the same reason, the waiver cannot bind a bank-
ruptcy administrator.

Article 24. Transfers

A chargee may transfer his right in accordance with Article 499 of the Civil
Code of the Republic of Albania.

Failure to notify the account debtor of the transfer of a right to pay-
ment has only the effects specified in this article. Notification of a transfer
is not required for the creation, attachment, completion, or enforcement of
a securing charge on an account.

If an account debtor did not make an enforceable agreement not to
assert defenses or claims against the transferee, the rights of a transferee
against the account debtor are subject to:

a) all the terms of the agreement between the account debtor and
transferor and any defense or claim arising from the transaction
that gave rise to the account or a related transaction; and

b) any other defense or claim of the account debtor against the trans-
feror which accrues before the account debtor receives a written
notice of the transfer signed by the transferor or the transferee.

The claim of an account debtor may be asserted against the trans-
feree only to reduce the amount of the account.

A modification of or substitution for the contract between the trans-
feror and the account debtor is effective against a transferee if it is made in
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good faith and in accordance with reasonable commercial standards. The
transferee acquires the rights of the transferor under any modified or sub-
stituted contract. This paragraph does not apply when the right under a
transferred contract is obtained as a result of full fulfillment of the obliga-
tion and when the account debtor has received notification of the transfer.

An account debtor may discharge its obligation by paying the trans-
feror until, but not after, the account debtor receives a notification that the
amount due or to become due has been transferred and that payment is to
be made to the transferee. After receipt of the notification, the account
debtor may discharge its obligation by paying the transferee and may not
discharge the obligation by paying the transferor. A notification is ineffec-
tive if it does not reasonably identify the account transferred.

If requested by the account debtor, the transferee must furnish
within a reasonable period of time proof that the transfer has been made.
Unless the transferee complies, the account debtor is discharged from his
obligation by paying the transferor even if the account debtor has re-
ceived a notification.

An account debtor who has received notification of a transfer of the
account is entitled to receive from the transferee a record that releases the
account debtor from any further obligation to the transferee, if there is no
outstanding securing charge and the transferee has no commitment to make
advances, incur obligations, or otherwise give value.

The release shall be sent as soon as reasonably practicable, but not more
than three business days after the transferor receives a demand from the ac-
count debtor. This paragraph does not apply to the sale of an account.

EXPLANATORY COMMENT

154. Article 24 provides a set of rules dealing with the legal conse-
quences of a transfer of an account. Excluding the last paragraph, it applies
both to securing charges on accounts and to sales of accounts under which
the transferee of the account becomes the owner of the account, since the
Law applies to both types of transactions.

155. Paragraph 2 makes it clear that the validity of a transfer of an
account is not dependent upon the notice to the account debtor. For ex-
ample, even though the account debtor is not notified of the transfer, the
transfer is effective and, if a securing charge arises as a result of this transfer,
it can be completed and enforced. However, the lack of notification to the
account debtor may result in loss of the right to collect the account. The
circumstances in which this can occur are set out in the article.
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156. Paragraph 3 provides that a transferee takes ownership subject
to the terms of the contract between the transferor and the account debtor
unless the account debtor has contractually agreed otherwise. In other words,
the transferor of the account can pass to the transferee only the ownership
he or she has under the contract. This is subject to Article 23 of the Law,
which provides that in some circumstances the account debtor is free to
waive as against the transferee of the account the defenses he or she has
against the transferor of the account.

157. An account debtor who receives written notification that a se-
curing charge (or transfer) exists on the account he or she owes cannot mount
a defense against the transferee of the account if these claims arose as a re-
sult of dealings between him or her and the transferor of the account after
receipt of the notice. The following example shows how these features of the
article operate:

Example:
A enters into a contract to purchase goods from B. The goods
are delivered to A. B gives a securing charge or transfers to C the
debt (account) owing by A to B. The goods delivered to A are
defective in a fundamental way, with the result that A owes noth-
ing to B. As a result of this article, A can raise this defense when
C attempts to collect the amount from A (unless, of course, he
or she has made an enforceable agreement under Article 23 waiv-
ing his or her right to raise this defense). But he or she cannot
sue C for damages resulting from B's breach of contract.

Assume that in the scenario above the goods delivered were
not defective and A had no defenses to raise against either B or
C. Assume that C informs A in writing that the account cre-
ated by the sales contract has been charged (or transferred) to
him or her. Assume that, thereafter, A and B enter into another
contract under which B becomes indebted to A. Ordinarily, A
could set off against the amount owing by him or her to B un-
der the first contract the amount that B owes him or her under
the second contract. However, since he or she has received no-
tice from C that Chas a securing charge on (or is the transferee
of) the account arising under the first contract, A has lost this
right of set-off.

158. The article also provides for modification of the contract be-
tween the transferor of the account and the account debtor after the right to
payment arising under that contract has been charged (or transferred) and
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the account debtor has been notified of this fact. This provision recognizes
commercial reality. It is unreasonable for the law to freeze all aspects of the
relationship between the account debtor and the transferor of the account
as of the date that notice of the securing charge (or notice of the transfer) is
given to the account debtor. For example, it might be necessary to change
the specifications of the goods to be delivered by the transferor of the ac-
count to the account debtor under a contract of sale. It might also be impor-
tant to make minor modifications in the price of the goods or the terms of
payment. It should not be necessary to get the consent of the transferee of
the account to minor changes of this kind, which do not significantly affect
the rights of the transferee of the account. The provision dispenses with
consent under these circumstances.

159. One of the risks an account debtor runs when an account is
charged (or transferred) is that he or she may be forced to pay both the
transferor of the account and the transferee of the account. Article 24 deals
in detail with the notification that is given to the account debtor with re-
spect to the securing charge (or to the transfer). This notification is designed
to prevent a situation in which the account debtor will be obliged to pay the
obligation more than once.

160. The article provides that an account debtor is not affected by a
securing charge (or by transfer) until notified of it. In some cases, the ac-
count debtor may receive notice of a purported securing charge (or trans-
fer) but may have doubts as to its validity. The account debtor is given the
right to demand and obtain proof of the securing charge (or transfer) be-
fore being required to make payment to the transferee of the account.

161. The article removes the need for the account debtor to assume
any risk as to the right of the transferee of the account to collect from the
account debtor. As long as the account debtor has received the appropriate
notice, the account debtor is free to make payment to the transferee of the
account. Once the payment is made, the account debtor is discharged, even
if it later turns out that the person claiming to be the transferee of the ac-
count did not have the right to collect from the account debtor.

162. Even after notification has been given to the account debtor by
the transferee of the account, the transferee must provide proof (when this
is demanded by the account debtor) that the securing charge (or transfer)
took place. Without such proof, the account debtor may discharge his or her
obligation by paying the person to whom the account is to be paid as pro-
vided in the contract under which the account arose.

163. Clauses prohibiting securing charges on (or transfers of) pay-
ment rights are found most often in contracts between small suppliers and
large buyers with strong bargaining power. Buyers (account debtors) may
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choose to include such clauses in order to avoid dealing with transferees of
the debts arising between them and the sellers. If these clauses were given
legal effect, crucial sources of financing would not be available to small sup-
pliers. If suppliers cannot charge or transfer their accounts, their ability to
remain in business may be jeopardized.

164. Article 499 of the Civil Code provides that a clause in an agree-
ment between an account debtor and a transferor prohibiting the transfer
of an account does not affect the transferee of the account unless the trans-
feree is aware of the restriction at the time of the transfer. While this does
not give complete freedom to creditors to transfer their account receivable,
it does give validity to securing charges (or transfers) in cases where the
transferee of the account is unaware of the restriction.
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IV
The Registry of Securing Charges

Article 25. The Registry of Securing Charges

The Registry of Securing Charges shall be created for the purpose of regis-
tration of securing charges, claims, and rights pursuant to the Law and any
other law that requires or permits registration in the Registry of Securing
Charges.

The Registry of Securing Charges shall be an institute operated un-
der the control of the Ministry of Finance.

The Minister of Finance may appoint a person as Chief Registrar of
the Registry of Securing Charges and one or more persons as Deputy
Registrars.

The Chief Registrar shall supervise the operation of the Registry of
Securing Charges.

EXPLANATORY COMMENT

165. Registration is the most frequently used method of completing
a securing charge. See Article 8, clause (a). Articles 25-28 and the Regula-
tions (provided for in Article 26) provide the legal basis for the Registry.

166. The Registry is an office established and operated by the Minis-
try of Finance. The Minister of Finance appoints the Chief Registrar of the
Registry and Deputy Registrars.

167. The Chief Registrar supervises the day-to-day operations of the
Registry and is given limited power to deal with Registry matters. However,
it is not the role of the Chief Registrar or any Registry employee or official to
ensure that information on registration notices is accurate. For a further
explanation of the functioning of the Registry, see the Regulations and the
Guide.
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Article 26. Regulations of Securing Charges

The Minister of Finance may make regulations to regulate and instruct the
following matters:

a) the duties of the Chief Registrar;
b) the location and hours of operation of the Registry;
c) the fees payable for registry services of the Registry and the man-

ner of payment of the fees;
c) prescribing the form, content, and manner of use of registration

notices to be used to register securing charges;
d) the form, content, and the manner of use of any other notices

mentioned in this law;
dh) the manner in which collateral, induding proceeds collateral, is

to be described on a registration notice and prescribing the kinds
of goods that are to be described by serial number;

e) prescribing what constitutes a serial number;
e) prescribing the time, place, and all matters relating to searches of

the Registry and the method of disclosure of registered informa-
tion, including the form of search results;

f) prescribing the length of time during which a registration is ef-
fective;

g) prescribing the amount that a chargee is entitled for under Ar-
ticle 7; and

gj) prescribing any matter or thing that is required for the efficient
functioning of the Registry.

EXPLANATORY COMMENT

168. The Regulations are used to prescribe much of the detailed fea-
tures of the operation of the system, including the forms that must be used
to register securing charges. For a detailed explanation of the requirements
of the Regulations, see the explanatory comments to the Regulationls.

Article 27. Liability of Council of Ministers

The Council of Ministers shall prescribe limits on the amounts that may be
covered by the Council of Ministers for loss suffered as a result of an error in
the operation of the Registry or malfunction of the Registry system.
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EXPLANATORY COMMENT

169. Although the Registry is not likely to cause its users to suffer as a
result of a malfunction in its operation, the Law takes into account the re-
mote possibility that mistakes may occur. As a result, the Council of Minis-
ters issued a decree designed to limit the liability the Albanian Government
provides in the unlikely situation where damage is caused to a person as a
result of a malfunction of the Registry. For a discussion of the decree, see the
part dealing with limitation on the Government's liability.

Article 28. Registration in the Registry

a. Notices in the form set out in the regulations shall be used to regis-
ter a securing charge, amend a registration of a securing charge, discharge
a registration of a securing charge, or subordinate a securing charge.

A registration, amendment, discharge of registration, or subordina-
tion of a securing charge is effective from the time information contained
on the applicable notice is accepted by the Registry and can be found in the
Registry system.

EXPLANATORY COMMENT

170. This article prescribes some of the central features of the Regis-
try system.

171. A chargee seeking to register a securing charge in the Registry
will submit a notice of registration in a form provided by the Regulations.
The Regulations also specify what information a registration notice must
include. Employees of the Registry will enter information from the com-
pleted form into the Registry's database.

172. Clause (a) provides that a registration, amendment, or subordi-
nation is effective (that is, it is treated as having been legally registered) when
a search of the Registry would reveal the registered information. A discharge
is effective when a search would not reveal the registration. This is a very
important feature of the system. The rationale behind this provision is clear.
In order to protect persons who rely on the Registry when making business
decisions, it is necessary to provide them with search results that would prop-
erly describe the creditworthiness of the chargor at the time they make their
decisions.
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173. Any delay between the date when a registration notice is sub-
mitted to the Registry and the date when the information in it is entered
into the database of the Registry affects the chargee and not a person who
searches the Registry. It follows that chargees should be careful not to re-
lease loans secured by a securing charge until they are satisfied that the in-
formation contained on their registration notices has been entered into the
Registry database. They can do this by first determining from the Registry
whether there is any significant delay between the date when the informa-
tion was submitted for registration and the date that information was en-
tered into the database of the Registry. In order to be totally safe, the chargee
should not release the loan funds or other credit until he or she has obtained
a search of the Registry, which discloses the date and time of his or her reg-
istration in relation to other registrations.

b. Registration and amendments to registrations shall be allocated num-
bers indicating the time in which the registrations or amendments occurred.

EXPLANATORY COMMENT

174. As a result of clause (b), there is no possibility that two or more
securing charges relating to the same chargor and the same collateral will be
registered at the same time. The clause provides a mechanism for determin-
ing the order of registration of the registration notices. Each registration
notice must be assigned a number indicating the time of registration. No
two registration notices relating to the same chargor and the same collateral
can have the same number.

175. As soon as data from a registration notice are entered into the
database of the Registry, a confirmation notice in the form set out in the
Regulations is automatically produced and sent to the registering party, the
chargee, and the chargor. Among other things, this document contains es-
sential information concerning the registration, including the registration
number (for future reference), the time of registration, the name of the char-
gee, the name of the chargor, and a description of the collateral. This infor-
mation is presented in the form in which it is stored in the database and in
the form in which it will be disclosed on a search.

176. The primary function of a confirmation notice is to give the char-
gee and the chargor an opportunity to compare the information in the Reg-
istry database relative to the registration with the information the registering
person intended to register. For further details of the form and use of confir-
mation notices, see the Regulations and the Guide.
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c. A registration notice may be registered before or after a securing
agreement has been made or before or after a securing charge attaches.

EXPLANATORY COMMENT

177. Clause (c) of the article provides a very special rule. A registra-
tion notice can be registered at any time, including a time when there is
no securing agreement with the person named as chargor in the regis-
tration notice. Clauses (1), (11), and (m) deal with any abuse of this right.
This provision is an essential element for the proper operation of the
system. Modern business practices require flexibility and efficiency in
such systems.

178. The advantage of this approach is that it allows chargees to de-
termine their priority status before they advance credit. Without this rule, a
chargee who advances credit or is under a legal obligation to advance credit
would have to run the risk of losing to an intervening securing charge if the
intervening securing charge was registered before his or her securing charge.
The rule ensures that the chargee can register a securing charge first and
only then advance credit based on the priority position determined by the
registration. The operation of this feature is demonstrated in the following
scenario:

Example:
D has decided to seek financing for business activity and ap-
proaches a commercial lender (Chargee). Chargee immediately
registers a registration notice describing D as the chargor and
specifying the kinds of property of D as collateral. The confir-
mation (which includes a search result based on D's name) dis-
plays the order of his or her registration. After a period of
negotiation between the parties, an agreement is struck and a
securing agreement is signed. Since Chargee has already regis-
tered his or her securing charge and can assess what his or her
priority position is with respect to the loan, he or she can im-
mediately release the money to D. In the absence of this fea-
ture, Chargee would be imprudent to advance funds until he
or she had registered the securing charge and thus determined
his or her priority status. This could delay the advancing of the
funds.

c. A registration notice may relate to one or more securing charges
and one or more securing agreements.
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EXPLANATORY COMMENT

179. Clause (,) states a simple but important principle of the Regis-
try system. A registration notice may relate to one or more securing agree-
ments between the same parties. In other words, the registration of a single
notice can complete securing charges arising under a series of securing agree-
ments between the same parties. This provision is designed to avoid the ne-
cessity of registering a registration notice each time a new securing agreement
is entered into between the same chargor and chargee. However, a registra-
tion is effective to complete more than one securing charge only as long as
the chargor and chargee are the same persons and as long as the securing
charges affect the type of property described in the registration notice.

d. Unless it is discharged, a registration remains effective for the period
of time specified in the registration notice as provided in the Regulations.

EXPLANATORY COMMENT

180. Under a computerized system of the kind used in the Registry, it
is possible to give the parties a great deal of flexibility in selecting or amend-
ing the period of time in which they want their securing charge registered.

181. Clause (d) of this article provides that a registration is effective
for the period specified on the registration notice. This will be the period of
time selected by the chargee, subject, however, to limits prescribed in the
Regulations. Registering parties will be discouraged from choosing unnec-
essarily long registration periods since the registration fee is directly pro-
portional to the length of the registration.

dh. A registration is invalid if it cannot be retrieved from the data-
base of the Registry through the use of the name of the chargor or, in the
case of a securing charge on serial numbered goods, through the use of the
serial number of the goods.

EXPLANATORY COMMENT

182. A computerized registration system of the kind used by the Reg-
istry stores and retrieves information on the basis of registration search cri-
teria (the name of the chargor or the serial number of goods, when this is
required by the Regulations). These criteria are specified in detail in the Regu-
lations.
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183. This article provides a test of the validity of a registration. If the
registration cannot be retrieved from the database of the Registry using the
search criterion specified in the Regulations, it is not valid. The computer
program of the Registry compares the search criterion with identical infor-
mation in the database. If the person doing the registering has made an er-
ror in recording the debtor's name or the serial number of the goods on the
registration notice, a search using the correct debtor's name or the correct
serial number of the goods will not disclose the registration. The registra-
tion is valid only when it is disclosed using the correct search criterion.

184. Under this system, the bulk of registrations and search requests
will be based on the name of the chargor. However, when specified types of
goods are involved, registration and search requests will be based on the
serial number of the goods. Without this feature, there could be situations
in which the person doing the searching might not be able to find a registra-
tion. Securing charges granted by earlier owners of the property would not
be found as they are registered under these other owners' names and not the
present chargor's name. This is demonstrated in the following scenario:

Example:
A takes a securing charge on an item of collateral owned by B
and registers his or her securing charge with B identified as a
Chargor. B then sells the item to C, who then offers it as collat-
eral to secure a loan from D. Unless D can use the serial number
of the collateral as the search criterion, all that he or she can do
is obtain a search result using Cs name as the search criterion
(assuming he or she does not know B's identity). Since B, not C,
is the debtor identified in the registration registered by A, D's
search will not reveal A's securing charge. If D can use the serial
number of the collateral as the search criterion, his or her search
will reveal A's securing charge if A complied with the require-
ment that this serial number be recorded on his or her applica-
tion for registration.

e. The Chief Registrar may refuse to register a registration notice,
amendment notice, discharge notice, or subordination notice when, in the
opinion of the Chief Registrar, it does not comply with the requirements of
the Law or the Regulations. The Chief Registrar shall give a notice in writ-
ing to the registering person setting forth the reasons for refusing to regis-
ter a notice.
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EXPLANATORY COMMENT

185. This provision allows the Chief Registrar to refuse to register a
registration notice or other prescribed notice when, in his or her opinion,
the requirements of the Lawor the Regulations have not been complied with.
This is a necessary feature of the Registry system. The Registry system will
work properly only if the requirements of the Law and the Regulations have
been met. The registering person whose registration notice has been rejected
has the right to receive and the Chief Registrar has the obligation to provide
in writing the reasons why the registration was not in compliance with the
requirement of the Law or the Regulations. Upon receipt of this notice, the
registering person may correct the errors and submit a new notice.

186. However, it is not the role of the Chief Registrar or any Registry
employee or official to ensure that information on registration notices is ac-
curate. Rejection of a registration notice will occur only when the technical
requirements of the Law and the Regulations have not been complied with.
For a further explanation of the functioning of the Registry, see the Guide.

e. When, in the opinion of the Chief Registrar, circumstances are such
that it is not practical to provide one or more Registry services, the Chief
Registrar may refuse to register a registration notice, refuse to accept re-
quests for search results, and otherwise suspend one or more of the func-
tions of the Registry. This is so for the period of time during which, in the
opinion of the Chief Registrar, those circumstances prevail.

EXPLANATORY COMMENT

187. As a result of labor disputes, power outages, or computer diffi-
culties, it may be necessary to suspend the operation of the Registry. This
clause gives the Chief Registrar the power to suspend some or all of the
functions of the Registry when circumstances require. It is important to
specifically provide for this power in the Law, since its exercise may affect
the rights of users of the system.

f. A chargee may extend the registration period of a registration by
transmitting to the Registry an extension notice, before the expiry of the
registration.

EXPLANATORY COMMENT

188. A registration period can be extended beyond the original pe-
riod by registering the appropriate notice required by the Regulations indi-
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cating an additional period of registration. However, this must be done be-
fore the registration expires.

189. Article 11, paragraph 4, contains an exception to this rule. When
a registration lapses or has been discharged, a chargee may renew the regis-
tration within 30 days after the lapse or discharge without loss of priority
status in relation to most competing interests in the collateral, if these com-
peting interests arose prior to the lapse or discharge. For further explana-
tion of the operation of Article 11, paragraph 4, see the explanatory comment
to Article 11.

190. When the period of registration is extended, the additional reg-
istration period is added to the end of the original registration period. This
is illustrated in the following scenario:

Example:
Chargee registered a registration notice on October 1, 2000, with
a five-year registration period. On October 1, 2001, Chargee
wishes to extend the registration so that it will expire on Octo-
ber 1, 2007. Chargee needs to register an amendment notice re-
newing the registration for only a two-year period. The additional
two-year period is added to the end of the original five-year pe-
riod, which results in a seven-year registration period.

g. A chargee may discharge a registration in whole or in part by trans-
mitting to the Registry a notice of discharge.

gj. A chargee who has registered a securing charge and who has trans-
ferred his ownership in some or all of the collateral may amend the regis-
tration as to the collateral transferred. This is done by transmitting to
the Registry an amendment notice stating the name of the transferee and
containing a description of the collateral transferred. From the time the
amendment is registered, the transferee shall be treated for the purpose
of the Law as the person who registered the securing charge on the collat-
eral transferred.

EXPLANATORY COMMENT

191. When a chargee transfers his or her interest to another person
(who in law becomes the new chargee), an amendment notice may be regis-
tered adding or substituting the name of the new chargee as the holder of a
securing charge in all of the collateral.
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192. When a chargee transfers his or her interest, the article does not
require the new chargee's name to be recorded. Failure to amend a registra-
tion to reflect a transfer of a chargee's interest does not invalidate a registra-
tion, since the original registration would not mislead a person who searches
the Registry. The search criteria used to conduct a search are the debtor's
name, in some cases the serial number of serial numbered goods, and the
registration number. Accordingly, the failure to amend the registration to
disclose the identity of the transferee does not affect the search result. Ac-
cording to Article 7 of the Law, a person named as chargee in a registration
who is served with a demand for information as provided in that article is
under a legal obligation to disclose such information.

h. A chargee who has registered a securing charge and who has
agreed to subordinate the securing charge to a securing charge of an-
other person may transmit to the Registry a subordination notice. The
registration relating to the securing charge shall be amended to indicate
the subordination.

EXPLANATORY COMMENT

193. Article 20 ofthe Lawpermits one chargee (the subordinating party)
to subordinate the priority status of his or her securing charge to the securing
charge of another person (the beneficiary). This article permits the subordi-
nating chargee to register an amendment notice that amends the original reg-
istration so as to disclose the existence of the subordination agreement.

194. Registration of an amendment notice disclosing subordination
is not mandatory. Failure to do so does not have any effect on the validity of
the securing charge or on the subordination agreement. The subordination
does not affect the priority status of either party to the arrangement in rela-
tion to other parties.

i. A registration shall be removed from the database of the Registry
by the Chief Registrar when:

* the registration is no longer effective;
* he receives a valid discharge notice relating to the registration; or
* a court order discharges the registration.

EXPLANATORY COMMENT

195. This clause permits the Chief Registrar to remove information
from the records of the Registry if the registration lapses or is discharged. The
computerized Registry system has been designed so that information recorded
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under a registration is no longer displayed on a search result when the regis-
tration lapses or is discharged. In some cases, a party may wish to find out
whether a securing charge was registered at some prior time. If the registra-
tion has since lapsed or been discharged, a search of the Registry will not re-
veal this information. This problem is demonstrated in the following scenario:

Example:
On May 1, Chargee registers a registration notice for a three-year
registration period with a securing charge in a Chargor's auto-
mobile. On August 1 of the same year, B buys the automobile
from the Chargor. Three years later, after Chargee's registration
has lapsed, Chargee learns of the sale and claims priority for his
or her securing charge over B. The subsequent lapse of the regis-
tration will not result in the subordination of Chargee's secur-
ing charge as against B. B may wish to verify whether Chargee
had properly named the debtor and described the collateral, that
is, whether Chargee had a completed securing charge at the time
of the sale. However, a search of the Registry will reveal this in-
formation before but not after the lapse of the registration.

196. When a valid notice of discharge of registration has been submit-
ted to the Registry or when a court orders its discharge, the Chief Registrar
shall discharge the registration. However, the Chief Registrar will take mea-
sures to notify the chargee and other parties that could be affected by a dis-
charge of a registration about his or her intention to discharge the registration.
The notified persons can subsequently use the reinstatement mechanism if
the discharge was fraudulent or done in error. For a full discussion on rein-
statement of registrations, see Article 11 of the Law and the Regulations.

j. A person may request a Registry certificate containing retrieved in-
formation from the Registry using the name of the chargor, the serial num-
ber of the collateral when applicable, or a registration number assigned to
the registration by the Registry.

The Chief Registrar shall issue a certificate within two business days
of the request as long as the person requesting the certificate tenders the
required fees.

EXPLANATORY COMMENT

197. A person who wants to obtain information contained in the da-
tabase of the Registry must request a Registry certificate or, in other words,
a search result.
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198. A request for a search result can be submitted in person at an
office of the Registry, by mail, or by fax. For more information on how to
request information from the Registry, see the Regulations.

199. This article permits the requisition of a search result on the basis
of three criteria: chargor name, serial number of collateral, or a registration
number. If the registration cannot be retrieved from the database of the
Registry using the search criterion specified in the Regulations, it is not valid.
The computer program of the Registry compares the search criterion with
identical information (registration criterion) in the database. If the register-
ing person has made an error in recording the debtor's name or the serial
number of the goods on the registration notice, a search using the correct
debtor's name or the correct serial number of the goods will not disclose the
registration on the search result. The registration is valid only when it is
disclosed as an exact match using the correct search criterion.

200. A registration number is assigned to a registration when it is en-
tered into the Registry database. A search by registration number is feasible
only when the searching person knows the precise registration number.

201. Registration number and chargor name are universal search cri-
teria. This means that all registrations can be retrieved through the use of
one of these search criteria. However, there are risks associated with their
use. The risk associated with a registration number search is that an error
may be made in recording the number on the search request notice. The
computer program of the system is not designed to accommodate errors of
this kind made by searching persons.

202. When using the name of the chargor as a search criterion, sev-
eral factors must be kept in mind:

1. It is necessary to determine whether the chargor is an individual
or an artificial body such as a company. If the chargor is an indi-
vidual, the searching person must insert the chargor's name in
the physical person field. If the chargor is an artificial person (ju-
ridical person), the chargor's name must be inserted in the field
designated for it. This distinction is important because the com-
puter program of the Registry uses a different coding and search-
ing method for each.

2. A search result will not disclose the existence of a securing charge
in specific items of collateral (other than serial numbered goods)
unless the name of the chargor is used as a search criterion. It
cannot be assumed that the person in possession of the collateral
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or the owner of the collateral is the chargor. It is possible that a
securing charge has been given by a prior owner (or possessor) of
the collateral and that the registration is recorded at the Registry
under the name of that person. In order to obtain the most accu-
rate information from the Registry in such a situation, a serial
number search should be conducted when serial numbered goods
are involved.

3. When conducting a search using an individual chargor name, it is
important to determine not only that the name is accurate, but
also that it is recorded in the correct order. When in doubt as to
the exact name, it may be necessary to conduct more than one
search.

203. A search according to the serial number of goods is a powerful
feature because such a search will retrieve registered securing charges granted
by former owners of the collateral. Such registrations may still be valid.

204. Unlike registration numbers and chargor names, serial numbers
are not universal search criteria: the Regulations specify only a narrow range
of goods that when held as equipment or as consumer goods must be de-
scribed by serial numbers in the registration.

205. The following matters should be kept in mind when requesting
a certificate:

1. When the goods are of a kind that under the Regulations must be
described by a serial number, a searching party should use the
serial number of the good as a search criterion. As noted above, a
search using the name of the person in possession or the current
owner as the search criterion may not reveal an existing registra-
tion against the serial numbered good if it was granted by another
person.

2. When the goods are of a kind that under the Regulations cannot
be described by serial number, the searching party should use the
name of the chargor as a search criterion.

3. Since it is possible to complete a securing charge in certain types
of collateral by possession, the absence of a registration relating to
the collateral does not mean that the collateral is not subject to a
completed securing charge.

4. A securing charge on goods in the hands of a bailee can be
completed by having the bailee issue to the chargee a negotiable

93



HANDBOOK ON THE COLLATERAL LAW

document of title or by acknowledging that the bailee holds the
goods on behalf of the chargee. See Article 8. Such a securing
charge need not be registered in order to be completed, but a search
result will not disclose its existence.

5. Since there are some circumstances in which a securing charge is
treated as completed for a 20-day period without registration or
without the chargee taking possession of the collateral, a search of
the Registry may not disclose the existence of a completed secur-
ing charge on property that is in possession of a chargor. See, for
example, Articles 9 and 10. Buyers and lessees of the collateral are
not affected by this type of completion. However, other chargees
and unsecured creditors are affected by it.

6. Since a securing charge on collateral of the kinds enumerated in
Article 41, clause (b), is completed as long as it is completed un-
der the law of the location of the chargor, a search of the Registry
will not disclose the existence of a completed securing charge in
the collateral if the chargor is not located in Albania.

7. Since a foreign securing charge (that is, a securing charge gov-
erned by the law of another jurisdiction) on collateral of the kinds
enumerated in Article 41, clause (a), may be temporarily com-
pleted in Albania without registration and without the chargee's
having possession of the collateral, a search of the Registry may
not disclose the existence of a foreign securing charge on the col-
lateral. However, 60 days after the collateral is brought into Alba-
nia, any securing charge related to this collateral must be completed
under Albanian law.

k. A document in the form prescribed by the Regulations that pur-
ports to be a Registry certificate issued by the Registry is, unless there is
convincing evidence to the contrary, proof that it has been issued by the
Registry and of facts recorded on it, including the date of registration, an
amendment to a registration, discharge of a registration or subordination
of registration, and the order of registration.

EXPLANATORY COMMENT

206. The purpose of this clause is to remove the necessity of having
to prove in every case authenticity of documents issued by the Registry by
having the Chief Registrar or a Registry employee appear to give evidence in
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court. Of course, if there is evidence that the document presented is a forg-
ery, the court may require the presence of the Chief Registrar or a Registry
employee.

1. When a registration relates to a securing charge on consumer goods,
the chargee shall discharge the registration no later than 15 days after all
obligations secured by the securing charge have been performed. A char-
gee who fails to do so must pay to the person named as chargor in the
registration the sum of 13,000 Lek and compensation for the loss suffered.

The chargor or any person with ownership in property that falls within
the collateral description in the registration may give a written demand to
the chargee identified in the registration to request a discharge or to amend
the registration when:

* all of the obligations pursuant to the securing charge have been
performed; or

* the description of the collateral contained in the registration in-
cludes an item or kind of property that is not collateral pursuant
to a securing agreement; or

* no securing agreement exists between the chargee and the chargor.

The chargee shall comply with the demand no later than 15 days af-
ter the demand is given.

11. When the registration is not discharged or amended pursuant to
the demand referred to in dause (1), the person making the demand may
apply to the court for an order requiring the chargee to discharge or amend
the registration.

The court shall issue the order within 10 days from the date the re-
quest for the order is made.

When the order of the court is delivered to the Chief Registrar, the
Chief Registrar shall discharge or amend the registration as required by
the order.

A chargee against whom an order is made by the court must pay the
person who has made the demand referred to in dause (1) the sum of 13,000
Lek and compensation for the loss suffered by such a person resulting from
the failure to discharge or amend the registration pursuant to the demand
in clause (1).

m. No fee or expense shall be charged, and no amount shall be ac-
cepted, by a chargee for compliance with a demand made pursuant to clause
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(1) unless the parties agree to the fee or expense before the making of the
demand.

EXPLANATORY COMMENT

207. When a registration relates exclusively to a securing charge on
consumer goods and the obligations under the securing agreement are per-
formed, the chargee is required by paragraph (1) to discharge the registra-
tion. A chargee who fails to meet this requirement is liable to pay the specified
amount to the chargor as well as actual damages suffered by that person.

208. A registration should not be maintained in the Registry after
the obligation that is secured by the securing charge is satisfied unless there
are commercially valid reasons for doing so. If there is an ongoing rela-
tionship between a former chargor and former chargee that is likely to
result in additional securing agreements, there is a commercial basis for
retaining a registration after the securing charge ceases to exist. Often there
are periods in the course of business relations between a financier and
business enterprise during which the obligations of the business to the
financier are discharged. The parties may wish to maintain a registration
to facilitate future dealings between them and to maintain the priority
status that the registration affords.

209. Clause (1) sets out the circumstances in which a chargor or per-
son with an interest in property that falls within the collateral description in
a registration is entitled to demand that the registration be discharged or
amended. In particular, a demand can be made and enforced when:

1. a pre-agreement registration has been effected but no securing
agreement has been concluded between the chargee and the
chargor;

2. a securing charge ceases to exist but the chargee has maintained a
registration relating to it; or

3. the collateral description in the registration is broader than the
terms of the securing agreement between the parties. Clause (I) is
designed to prevent abuse of the freedom and flexibility given to
chargees by the Law.

The following scenarios show how clause (1) operates:

Example 1
Chargee is given a securing charge in Chargor's automobile and
television to secure a loan. Chargee registers a registration no-
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tice using the serial number of the automobile and the name of
the Chargor. Later, Chargee consents to a sale of the automobile
to B and agrees that the securing charge no longer affects the
automobile. B has the right to demand that the registration be
discharged with respect to the automobile, since the consent to
the sale has the effect of discharging the securing charge.

Example 2
Chargee 1 is given a securing charge on Chargor's water treat-
ment equipment to secure a loan. Chargee 1 registers a registra-
tion notice, which describes the collateral as "all present and
after-acquired movable property." Chargee 2 is given a securing
charge on Chargor's accounts to secure a loan. Chargee 2 and
Chargor have the right to make a demand requiring Chargee 1
to amend the registration to exclude items or kinds of property
that are not collateral under Chargee l's securing charge. In ef-
fect, Chargee I can be forced to reduce the collateral description
in his or her registration to refer only to water treatment equip-
ment and specified kinds of proceeds.

Example 3
Chargor owns several items of construction equipment, which
are used in his or her business. He or she gives Chargee a secur-
ing charge in one of the items to secure a loan. Chargee registers
a registration notice describing the collateral as construction
equipment. Chargor can require Chargee to amend his or her
registration to refer only to the item of construction equipment
subject to the securing charge.

210. A person who fails to comply with a demand to discharge or
amend a registration is liable to pay the chargor (or the person described as
chargor in the registration) a penalty of the specified amount.

211. Clause (11) permits a person making a demand to obtain a court
order requiring the registration to be discharged or amended, as the case
may be. The order must be given within 10 days of the application.

n. When a securing charge has been completed by registration and the
chargor sells the collateral or changes his or her name, the securing charge
ceases to be completed 20 days after the chargee learns of the sale or change
of name unless the chargee registers an amendment notice containing the
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name of the new owner or the new name of the chargor before the expiry of
the 20-day period.

When the chargee consents to the sale of the collateral before the sale
occurs, the 20-day period begins when the ownership is transferred to the
buyer.

EXPLANATORY COMMENT

212. Clause (n) facilitates public notice of a securing charge against
property held by the transferee once the property was transferred. This is
done in order to protect third parties who check the Registry when dealing
with the transferee. The 20-day period the clause allows for recompletion
runs from the moment the chargee learns of the transfer. When the chargee
consents to the sale of the collateral, the period of 20 days begins when the
transfer occurs. If the registration is not amended within the time specified,
the charge becomes uncompleted. This means that it loses its priority in
relation to all other competing interests, including securing charges that,
prior to the sale, were subordinate to it.

nj. Where appropriate, the clauses of this article apply as well to the
registration of state claims that arise under any other law.

98



v
Default, Legal Means, and Execution

Article 29. Determination of Rights and Remedies on Default

Chapter V governs all transactions covered by the Law except transactions
which fall under clauses (b), (c), or (c) of Article 2.

When the chargor is in default under the securing agreement, the
chargee has the rights and remedies provided in this law and in any other
relevant law as well as rights and remedies provided in the securing agree-
ment that are not inconsistent with the law.

When the chargee is in possession of the collateral, both the chargee
and the chargor have in addition the rights and remedies stated in Artide 6.

The chargor has the rights and remedies provided in the Law and in
any other relevant law as well as rights and remedies provided in the secur-
ing agreement that are not inconsistent with the law.

When before default a chargor agrees to limit or waive the rights and
remedies given by this law, the limitation does not apply if he decides to
exercise these rights.

All rights, duties, and obligations that arise out of a securing agree-
ment or prescribed by the Law must be exercised and discharged in good
faith and in a commercially reasonable manner.

EXPLANATORY COMMENT

213. When a transaction falls within clauses (b), (c), or (c) of Article
2 of the Law, the transferee or buyer of an account, the person who con-
signs goods for resale, and the lessor of goods are not subject to the en-
forcement remedies in this law. They may proceed to enforce their right
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in accordance with the relevant Albanian law. Chapter V applies only
when a chargor has given a securing charge on his or her property to a
chargee in order to secure the chargor's obligation under the securing
agreement and when the transaction falls within clause (a) of Article 2
of the Law.

214. Chapter V prescribes a set of rules that, while not exhaustive, are
for the most part mandatory.

215. In accordance with the final paragraph of this article, the obli-
gations of a chargee arising under a securing agreement or under the
Law must be exercised in good faith and in a commercially reasonable
manner.

216. In the context of the exercise of the rights of a chargee under
Chapter V, the requirement of good faith imposes on the chargee an obliga-
tion to look beyond strict compliance with the requirements of the Law. For
example, a chargee who is required to give a notice to a person does not
discharge his or her obligations under the Law through strict compliance
with provisions of the Law dealing with delivery of notices if he or she knows
that the person entitled to the notice will not in fact receive it and is also
aware that if he or she had used another method, the person would have
received the notice. However, he or she would not be acting with a lack of
good faith if he or she were not aware of the more efficacious method of
delivery. This is so even though someone else in his or her position would
have been aware of this method of delivery.

217. The obligation to act in good faith is in contrast to the obliga-
tion to act in a commercially reasonable manner. What is commercially rea-
sonable is determined by reference to objective factors. The standard of
commercial reasonableness is the standard that is generally acceptable in
the relevant market.

218. The chargee may bring an action on the debt before proceeding
against the collateral. In other words, if the chargee feels that the collateral is
insufficient to satisfy the unpaid obligation, he or she may proceed as an
unsecured creditor under regular proceedings of the court.

219. The chargee may contract for additional rights or remedies in
the securing agreement. However, these additional rights and remedies
are not enforceable if they constitute an impermissible variation of statu-
tory rights, remedies, and obligations set out in the Law. Thus, a chargee
cannot obtain a contractual waiver of the duty to use reasonable care in
the custody and preservation of the collateral in his or her possession. (See
Article 6.)
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Artide 30. Collection of Accounts and Instruments by a Chargee

When the collateral is an account, instrument, or a security, the chargee
may notify the account debtor or person obligated under the instrument
or security to pay to the chargee the amount owing on the account or un-
der the instrument or security and may apply any money received to the
satisfaction of the obligation secured by the securing charge after deduct-
ing reasonable expenses of collection.

EXPLANATORY COMMENT

220. A securing charge may be taken in obligations (accounts) owed
to a chargor by third parties (account debtors). For instance, when a retail
seller (chargor) has granted a securing charge in all present and after-
acquired movable property, the chargee will have a securing charge on ac-
counts owing by customers who have purchased goods or services from the
retail seller on an unsecured credit basis.

221. This article authorizes the chargee to notify the third party (ac-
count debtor) to make payment directly to him or her. Money recovered as
a result of enforcing a securing charge on accounts may he applied in satis-
faction of the obligation secured after the chargee reimburses himself or
herself for the expenses he or she incurred during the process of enforcing
the securing charge. Unreasonable expenses as a result of enforcing a secur-
ing charge may not be reimbursed under this article.

Article 31. Execution

A securing agreement shall constitute an executive title and, after default
by the chargor, is executed by the execution officer upon order of the com-
petent court.

An order of enforcement shall direct the execution officer to seize the
collateral described in the securing agreement and deliver it to the chargee
or the person authorized by him. The execution officer need not give prior
notice of seizure to the person in possession of it.

The parties are obliged to pay fees and expenses in relation to enforce-
ment of this order, which are provided in the Regulations of Securing Charges.

An execution office may refuse to make or continue a seizure unless
the execution office has been furnished with security for fees in relation to
the seizure.
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EXPLANATORY COMMENT

222. This and the following articles dealing with enforcement of a
securing charge (seizure and sale of the collateral) provide a special set of
rules that apply in place of many (but not all) of the rules contained in Part
4 of the Code of Civil Procedure. The provisions of the Code of Civil Proce-
dure dealing with execution are much too cumbersome to be suited to mod-
ern secured financing, which requires very efficient procedures to permit
the collateral to be seized and sold expeditiously so that the maximum value
can be obtained from the sale.

223. The first paragraph of this article deals with an important aspect
of the efficiency of the new system. A securing agreement constitutes an
executive title, and it falls under Article 510-sub (e) of the Code of Civil
Procedure. Article 511 (c) of the Code of Civil Procedure applies to executive
titles involving securing agreements.

224. The executive title (order of enforcement) is delivered by the
chargee to the enforcement office for execution as provided in Article 516 of
the Code of Civil Procedure. Article 31 expressly eliminates the need for the
execution office to give a pre-seizure notice to the defaulting chargor. Con-
sequently, Articles 517-19 of the Code of Civil Procedure do not apply to
enforcement of a securing charge. However, other articles of the Code of
Civil Procedure giving instructions and powers to the execution officer
do apply.

225. Generally, the chargee, who obtains the enforcement order and
who instructs the execution office to seize the collateral, will provide a guar-
antee to the execution office of payment of these fees and costs. Under Ar-
ticle 31 of the Law, an execution officer may refuse to proceed with the seizure
until these amounts are paid or guaranteed. Ultimately, the chargee will re-
cover these amounts from the sale of the collateral as provided in Article 34.

Article 32. The Rights of Parties to Protection

A chargor, chargee, or any other person whose rights are affected by the
execution may apply to the court to:

a) determine whether the chargor is in default under the securing
agreement;

b) make an order protecting the rights of any person in the collateral;
c) make an order to suspend the rights of a chargee to have collat-

eral seized or sold;
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c) make an order giving directions to a chargee or an execution of-
ficer regarding the seizure of collateral including, when appro-
priate, an order requiring the execution officer who has seized
the collateral to return the collateral to the chargor;

d) make an order requiring a person to act in accordance with one
or more procedural requirements for the execution of the secur-
ing agreement according to the Law,

dh) make an order for the seizure and sale of the collateral through
other procedures when execution according to the Law is impos-
sible or impracticable; and

e) make an order requiring a person to pay the expenses of execu-
tion as provided in the Regulations of Securing Charges.

The court shall issue the order within 10 days from the date the re-
quest is registered.

EXPLANATORY COMMENT

226. Article 32 is a very important feature of the enforcement system
of the Law. It gives courts broad supervisory powers over enforcement in
order to protect the rights of chargors, chargees, and third parties. However,
these powers should not be exercised so as to substantially abridge the rights
of the parties or to rewrite the contract between the chargor and the char-
gee. The powers should be exercised only in special circumstances when it is
not commercially realistic to apply another provision of the Law or when to
do so will produce substantial injustice or where the Law inadequately ad-
dresses the situation faced by chargees, chargors, or third parties. The deci-
sion to give such broad discretionary jurisdiction to courts entails some risk.
If this power is not exercised with care, it may cause considerable disruption
of business financing transactions. If exercised within the spirit of the Law,
however, it can be a very constructive method of avoiding the difficulties
that can arise when applying the enforcement provisions of the Law.

227. The article stipulates that an order shall be issued within 10 days
from the date the request for the order has been registered. This indicates
that the orders involved are ones that provide immediate protection of in-
terests without a long period of complex litigation.

The following types of orders can be made:

a. An order determining whether the chargor is in default under the se-
curing agreement.The right of the chargee to have the collateral seized and
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sold is dependent upon the existence of default. If there is any question as to
whether the conduct of the chargor amounts to default under the securing
agreement, an expeditious court ruling on the matter can be obtained.

b. An order protecting the rights of any person in the collateral. There
will be circumstances in which either the chargor or the chargee fears that
his or her interest in the collateral is being threatened by the actions of some-
one else. The chargor may feel that the method used by the chargee to dis-
pose of the collateral is not commercially reasonable and that the property
will be sold for less than its market value. In such a case, the chargor may
obtain a court order requiring the chargee to sell the collateral in a specific
manner. The chargee may conclude that the conduct of the chargor is such
that the value of the collateral is being threatened. In such a case, the court
may order the chargor to desist from the objectionable conduct. A situation
may develop in which some third party's actions amount to a threat to the
collateral. In such a case, the chargee or chargor can obtain a court order
restraining the actions.

c. An order that suspends the right of the chargee to have the collateral
seized and sold. When it is clear that the chargor could redeem the collateral
if he or she were given a short additional period of time to get enough money
to discharge the obligation secured by the securing charge, the court may
order that the enforcement rights of the chargee be suspended. This power
should be exercised with great restraint. If courts are willing to exercise this
power frequently and in situations when it is not justified on commercial
grounds, the policy of the Law to encourage asset-based financing will be
thwarted, and credit grantors will lose faith in the system. Consequently, the
power should be exercised only when a very short suspension of the chargee's
enforcement rights is clearly warranted.

c. An order giving directions to the execution officer and, when appropri-
ate, requiring return of seized property to the chargor. In certain situations,
the executing officer will need the guidance of the court when carrying out
a seizure. At times, the court may deem that a seizure has been unjustified or
inappropriate. However, the power to order return of the collateral to the
debtor should be exercised very sparingly. The power should not be exer-
cised so as to affect significantly the legitimate rights of the chargee to en-
force the securing charge. The return of the collateral should be ordered for
a very specific reason and for a short period of time. For example, a court
may order that an item of farming equipment be returned when the chargor
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needs it to harvest a crop that will otherwise be totally lost, with devastating
economic consequences for the chargor. The sale of the harvested crop will
produce funds that can be applied to the debt of the chargor.

d. An order requiring a person to comply with the procedural require-
ments of the Law. This power would be exercised when a person is not acting
in accordance with the procedures set out in the Law. Generally, this will be
the chargee.

dh. An order providing for some alternative method of seizure of the
collateral. This power would be exercised when seizure by an executing of-
ficer is not feasible. For example, the order may permit the chargee to seize
the collateral when, because an executing officer is unavailable owing to a
strike or some other factor, seizure as otherwise provided by the Law will be
delayed for a long period of time. The police may be ordered to conduct or
assist in the seizure when it is feared that a disturbance might occur.

e. An order requiring either party to payfor the expenses of seizure. Or-
dinarily the expenses of seizure are initially paid by the chargee and then
allocated to the chargor. Under this power, the court might order the char-
gee to pay all of the expense if, because the requirements of the Law have not
been followed or for some other reason the expenses are greater than they
should have been. This is a form of punishment of the chargee for noncom-
pliance with the procedural requirements of the Law.

Article 33. Delivery of the Collateral
to the Chargee after Seizure

On making seizure, the execution officer shall surrender possession of the
collateral to the chargee or person designated in writing by the chargee.

EXPLANATORY COMMENT

228. This article makes it clear that the role of the execution officer is
to seize the collateral and deliver it to the chargee. Unless ordered otherwise
by the court under Article 32, clause (dh), of the Law, the execution officer
does not have the obligation or power to sell the collateral. His or her role
ends once the collateral is delivered to the chargee. As noted above, a court
may order the execution office that has seized collateral to return it to the
chargor.
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Article 34. Seizure and Sale of Collateral on Chargor's Premises

When the collateral is of a kind that cannot readily be moved from the
chargor's premises or is of a kind for which adequate storage facilities are
not readily available, the collateral may be seized without removing it from
the chargor's premises and may be disposed of on the chargor's premises.

The chargee must not sell the collateral on the chargor's premises if
this causes inconvenient circumstances or requires costs more than are nec-
essary for the disposition.

The collateral may be sold by the chargee in its existing condition or
after repair. The proceeds of the sale shall be applied to the fees of seizing
as provided in the Regulations of Securing Charges, reasonable expenses
for storage, repairing for the purpose of sale, and other reasonable expenses
incurred by the chargee, and only the balance is used to fulfill the obliga-
tions in the securing agreement.

Any surplus after applying the proceeds as stated above shall be paid
to any other chargee who has a subordinate securing charge who has noti-
fied the chargee prior to distribution or, if no such notice has been given,
shall be paid to the chargor.

EXPLANATORY COMMENT

229. This article facilitates the seizure of collateral that cannot readily
be moved from the chargor's premises or collateral for which adequate al-
ternative storage facilities are not available. In such a case, the chargee may
dispose of the collateral on the chargor's premises. However, if to do so re-
sults in significant inconvenience or results in unnecessary costs, this ap-
proach cannot be used.

230. An important question will arise as to whether the chargee should
spend money on the collateral so that it can be sold for a higher price. This
may involve nothing more than having the collateral cleaned. However, it
could also involve major repairs. The article states that this decision is to be
made by the chargee. However, the chargee is not totally free from constraints
when making this decision. He or she is required by Article 29 to act in good
faith and in a commercially reasonable manner. Consequently, if he or she
decides to incur costs that cannot be considered commercially reasonable,
those costs cannot be recovered. Only reasonable costs are treated as part of
the secured obligation and are payable out of the proceeds of the disposition
of the collateral.

231. The third paragraph of the article specifies the way in which the
proceeds of the sale of the collateral are to be distributed. First priority goes
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to the cost of seizure, payable or paid to the execution officer. The second
priority is for reasonable costs of storage and repair of the collateral. Only
after the costs are paid is the balance allocated to the obligation secured.
This paragraph makes the reasonable costs and expenses part of the obliga-
tion secured by the securing charge even though this may not have been
specified in the securing agreement.

232. The final paragraph of the article makes it clear that a securing
charge gives only accessory rights. The only role of the securing charge is to
secure the obligation. Consequently, the chargee must pay out of the pro-
ceeds of the sale the costs and the amount owing to him or her. If there is a
surplus thereafter, it must be paid to any chargee who has a securing charge
on the collateral that has a subordinate priority position and who has given
notice of his or her securing charge prior to the distribution. If no notice has
been received by the chargee in possession of the surplus, the money must
then be paid to the chargor.

233. It is very important that a subordinate chargee give notice of his
or her securing charge to a chargee with a superior priority status. This should
be done as soon as the securing charge is taken or registered. Unless the
notice is given, the subordinate chargee's position can be placed in jeopardy.
Under Article 39, the disposition of the collateral by the prior chargee extin-
guishes any subordinate securing charges on the collateral. Consequently, if
there is a surplus and the prior chargee is not notified of a subordinate se-
curing charge, the surplus will be paid over to the chargor and the buyer will
take the collateral free from any subordinate securing charge.

234. This article does not alter the priority rules set out elsewhere in
the Law. If another person who has an interest in the collateral is entitled to
priority over the person to whom the surplus was paid by the chargee, that
priority status prevails and the amount can be recovered from the recipient.

Article 35. Notification of the Sale

Not less than 10 days prior to disposition of the collateral, the chargee shall
give a notice of sale to the chargor and to any other person with a securing
charge in the collateral subordinate to that of the chargee, but only if the
securing charge is registered in the Registry before the chargor is given a
notice for the disposition.

The notice of sale shall contain:

a) a description of the collateral;
b) the unpaid amount of the obligation secured under the securing

agreement;
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c) the amount of the applicable expenses or, where the amount of
the expenses has not been determined, a reasonable estimate;
a statement that, on payment of the amount due, a person who is
entitled to receive the notice may redeem the collateral;

d) a statement that, unless the collateral is redeemed, the collateral
will be disposed of and the chargor may be liable for any of the
obligations that have not been paid out of the amount recovered
from the sale; and

dh) the day, time, and place of any sale by public auction, the place to
which closed tenders may be delivered, and the day after which
dosed tenders will not be accepted, or the date after which any
private disposition of the collateral is to be made.

Collateral may be disposed of in whole or in part, by private sale, by
public sale, including public auction or closed tender, as a whole or in units,
but always in a commercially reasonable manner.

The chargee may purchase the collateral or any part of it only at a
public sale and only for a price that is close to the commercial value of the
collateral.

The notice of sale is not required when:

a) the chargee believes that the collateral will decline substantially
in value if it is not disposed of immediately after default;

b) the cost of care and storage of the collateral is disproportion-
ately large in relation to its value;

c) after default, each person entitled to receive a notice consents in
writing to the disposition of the collateral without compliance
with the notice requirements of this clause; or

c) the court is satisfied that a notice is not required.

EXPLANATORY COMMENT

235. Following the seizure, the chargee must notify the chargor and
other chargees with subordinate securing charges on the collateral who have
registered their securing charges before the chargor is given a notice of dis-
position. The notice must conform to the requirements of this article.

236. The notice has several functions. Its primary function is to give
to persons who are entitled to "redeem" the collateral (as provided in Article
38) notice of their right to do so. The person receiving the notice is informed
of the amount of the obligation that is still owing, the amount (or a reason-
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able estimate) of the expenses payable, and that, if these amounts are paid,
the collateral may be redeemed (that is, the securing charge is extinguished
and the collateral is returned to the chargor or is given to the person who
redeemed it). The notice also gives the date and place of a public sale or the
date after which any private disposition of the collateral is to be made or the
place to which closed tenders may be delivered and the date after which
closed tenders will not be accepted. This assists the chargor or other persons
notified who wish to take measures to police the disposition or to purchase
the collateral.

237. The Law does not set out a formal scheme regulating the adver-
tising of the sale or the method by which the sale is to be conducted. It leaves
those decisions to the chargee but subjects the chargee to the duty of acting
in a commercially reasonable manner. Thus, if the chargee has sold by pub-
lic sale but has not advertised sufficiently, he or she may be liable for the
diminished return caused by this failure.

238. There are circumstances in which it is not reasonable to require
the chargee to give notice of disposition. These are enumerated in the final
paragraph of the article. Generally, these are all situations in which the
chargor or a subordinate chargee will not be affected by the lack of notice or
in which a delay in disposing of the collateral will result in loss because of its
deterioration or depreciation.

Article 36. Report after Disposition

The chargee shall give the chargor and subordinate chargees no later than 30
days after receipt of a written request from them a written accounting of:

a) the amount received from the disposition of collateral;
b) the amount applied to expenses;
c) the distribution of the amount received from the disposition; and
,) the amount of any surplus.

EXPLANATORY COMMENT

239. If a chargor or a subordinate chargee is to be able to question the
honesty or commercial reasonableness of a sale of the collateral, he or she
must be given an accounting of the proceeds of the disposition of the collat-
eral. This includes the items mentioned in Article 36.

240. The chargee is required to provide this accounting only after re-
ceiving a written request by the chargor or a subordinate chargee.
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Article 37. Payment of the Obligation and Retaining the Collateral

After default, the chargee may propose to the chargor to take the collateral
or a portion of it in satisfaction of all or a part of the chargor's obligations
under the securing agreement. The chargee must give notice of this pro-
posal to:

a) the chargor; and
b) a person with a securing charge on the collateral whose securing

charge is subordinate to that of the chargee and, who prior to the
day on which the notice is given to the chargor, has registered
notice in the Registry.

If any person who is entitled to a notice gives the chargee a notice of
objection within 15 days after receiving the notice, the chargee shall dis-
pose of the collateral.

If no notice of objection is given, the chargee is, at the expiration of
the 15-day period mentioned above, deemed to have irrevocably elected to
take the collateral in satisfaction of the obligation secured by it as provided
in the proposal and is entitled to hold or dispose of such collateral free
from all the ownerships of the chargor and any subordinate chargee who
was given a notice.

EXPLANATORY COMMENT

241. This article provides a mechanism by which a chargee may fore-
close the chargor's interest (that is, the chargee would retain the collateral in
full satisfaction of some or the entire obligation). This will occur when the
amount of the obligation is equal to or greater than the value of the collat-
eral and the chargee is prepared to take it in satisfaction of some or all of the
obligation.

242. The process is initiated by the chargee who gives notice to the
persons listed in Article 37. This notice may not be given until the chargor is
in default. A clause in the securing agreement giving this right is not en-
forceable. See Article 29 of the Law.

243 If no objection is made, the chargee is treated as having irrevo-
cably el.-cted to take the collateral specified in the notice in satisfaction of
the portion of the obligation specified in the notice.

244. The chargor or other person with an interest in the collateral
may object to the chargee's proposal. The primary ground for objecting is
the possibility that there would be a surplus available if the collateral was
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sold instead. If a notice of objection is given, the chargee will have to sell the
collateral pursuant to Articles 35-37 of the Law.

Article 38. The Right of the Chargor to Redeem the Collateral

At any time before the chargee has disposed of the collateral or a contract
for its disposition has been made or before the chargee is deemed to have
irrevocably elected to retain the collateral pursuant to Article 37, the chargor
or subordinate chargees may redeem the collateral against fulfillment of
the unpaid obligation. In this case, they are obliged to pay a sum equal to
the reasonable expenses of seizing, holding, repairing, and preparing the
collateral for disposition.

The chargor may waive in writing the right to redeem the collateral
only after default.

EXPLANATORY COMMENT

245. The chargor is given the right to "redeem" the collateral at any
time before the chargee has disposed of the collateral or contracted with a
purchaser for its disposal. The chargor may waive the right to redeem by
giving a post-default agreement in writing surrendering such right. The
agreement must be entered into after the default: a term in the securing
agreement waiving the debtor's rights to redeem is unenforceable. See Ar-
ticle 29 of the Law.

246. The right to redeem is not restricted to the chargor; it is given as
well to subordinate chargees. Accordingly, a subordinate chargee may take
over the realization of the collateral by exercising the right to redeem the
collateral.

247. The collateral can be redeemed by paying the amount of the ob-
ligation and costs incurred.

248. The right to redeem ceases to exist in three situations:

1. when the chargee has disposed of the collateral or has contracted
for its disposition;

2. when the chargee is deemed under Article 37 to have irrevocably
elected to take the collateral; or

3. when the person entitled to redeem has entered into a written
post-default agreement waiving his or her right to redeem.

249. The most common situation in which the right will terminate is
when the chargee has disposed of the collateral. This may involve a sale of
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the collateral to a third party or a sale to the chargee pursuant to public sale.
It is not essential that the disposition be carried out in compliance with the
requirements of the Law in order to terminate the right to redeem. It is
enough that it is one under which the buyer acquires the collateral free from
the interest of the chargor and any other interests subordinate to that of the
chargee or the chargor, as provided by Article 39 of the Law. However, any
other noncomplying disposition or contract of disposition will not result in
termination of the right of redemption. Similarly, the right of redemption
can be exercised against a chargee still in possession or control of the collat-
eral if he or she does not comply with the voluntary foreclosure require-
ments of Article 37 of the Law.

Article 39. Protection of Buyers of Collateral

When a chargee disposes of the collateral to a buyer in good faith, the buyer
who takes possession of it acquires the collateral free from the claim of the
debtor, any claim subordinate to that of the debtor and to subordinate
chargees, even if the requirements of the Law have not been complied with.

EXPLANATORY COMMENT

250. A right of a buyer of collateral will cut off subordinate claims to
the collateral if the criteria of this article have been met. The buyer must be
acting in good faith, must give value, and must take possession of the collat-
eral. The buyer takes free of the interest of the chargor and any claim subor-
dinate to that of the chargee or the chargor even if the requirements of Articles
35 or 37 have not been complied with.

251. The buyer is not protected from the claim of a chargee with a
priority over the chargee who conducts the sale unless the chargee who has
priority has consented to the sale. Similarly, the sale will not cut off a claim
of an owner or other person with a superior right to that of the chargor.

252. This article operates only when the buyer acts in good faith. Col-
lusion between the chargee and the buyer may take the form of an improper
attempt to benefit the buyer at the expense of the chargor by selling the
collateral at an undervalue. A buyer might be found to lack good faith even
though his or her conduct is not fraudulent. However, the fact that the buyer
knows of the noncompliance with the Law does not necessarily mean that
he or she acted in bad faith.

253. To acquire protection, the buyer must have taken possession of
the collateral. Accordingly, if the chargor redeems the collateral or is able to

112



PART A. THE LAW FOR SECURING CHARGES

obtain a court order against the chargee before possession of the collateral is
transferred to the buyer, the protection of the article is not available to the
buyer.

Article 40. Recovery of Damages

When a chargee does not comply with the Law and causes damage, he must
pay compensation for the damages in accordance with the provisions of
the Civil Code.

EXPLANATORY COMMENT

254. A person who has suffered loss or damage because a chargee has
not complied with the requirement of the Law can recover damages from
the chargee in accordance with the Civil Code.
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Rules of Private International Law

Article 41. The Applicable Law

a) The validity, the completion, and priority of a securing charge
on an account, an instrument, or money completed by registra-
tion or a securing charge on a motor vehicle that is not consumer
goods, an aircraft, or railway car that is not inventory are gov-
erned by the law where the chargor is located when the securing
charge attaches. A chargor is located at his principal place of
business, if any, or his residence if there is no place of business. A
company is located where it was incorporated.

b) The validity, the completion, and priority of a securing charge
on a motor vehicle that is consumer goods and on goods not re-
ferred to in clause (a) of this article, and of a securing charge on
an instrument or money when the instrument or money is in
possession of the chargee, are governed by the law of the state
where the collateral was located when the securing charge attaches.

c) When the collateral, which is goods, is taken to Albania from an-
other state, a securing charge continues to be completed in Alba-
nia if it is completed in Albania no later than 60 days after the
date on which the collateral was brought into Albania. A buyer
or lessee of the collateral takes free from the securing charge if
the sale or lease occurred before the securing charge is completed
in Albania.

EXPLANATORY COMMENT

255. This article deals with a very important matter: the validity and
priority of securing charges on movable property in situations where more
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than the law of Albania may be involved. For example, how will an Albanian
court address a priority dispute involving a truck that is collateral under a
securing charge taken while the truck was in Greece when the truck was
brought to Albania and a securing charge was taken on it by an Albanian
bank? In this context, three issues must generally be addressed. Does Greek
or Albanian law apply to:

1. the validity of the Greek securing charge;
2. the registration requirements for the Greek securing charge in Al-

bania; and
3. the relative priority positions of the Greek and Albanian securing

charges?

These questions are answered in this article.
256. The article puts forth two approaches, depending upon the type

of movable property involved. Clause (a) states what law governs validity,
completion (generally registration), and the priority of securing charges on
an account, an instrument, or money completed by registration or a secur-
ing charge on a motor vehicle that is not consumer goods, an aircraft, or
railway car that is not inventory. What these types of property have in com-
mon is that they either cannot have a location because they are intangible or
they have no set location (they are the kinds of property that move from one
country to another) and any location they have at a particular time is gener-
ally temporary.

257. The first clause provides that the validity, completion, and pri-
ority of a securing charge in the enumerated kinds of collateral are gov-
erned by the law of the jurisdiction where the debtor is located when the
securing charge attaches. For example, a transfer of accounts due or yet to
arise out of contracts between the chargor and the chargor's customers lo-
cated in one or several jurisdictions is governed by and is to be completed
under the law of the jurisdiction where the chargor is located at the date of
attachment of the securing charge. This is so even though the chargor's per-
formance under the contracts out of which the accounts have arisen has
occurred entirely outside the jurisdiction where the chargor is located at the
date of attachment and even though payment of the accounts is to be made
outside that jurisdiction. For example, the law of Albania (Lawfor Securing
Charges) will apply to the validity, completion, and priority of a securing
charge in accounts given by a chargor located in Albania. This is so even if
the accounts are payable by his or her Italian customers to his or her Italian
branch office. However, Italian law will govern a securing charge on accounts
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payable by account debtors in Albania to a chargor located in Italy when the
securing charge was created.

258. Clause (b) deals with securing charges on property that is less
likely to move from one country to another or that is of a kind that is likely
to be acquired by persons who could not be expected to search a registry in
another country. In this case the location of the property and not the loca-
tion of the chargor at the time the securing charge attaches will determine
the law applicable to validity, completion, and priorities (subject to what is
set out in clause (c)).

259. The rules set out in clause (c) provide exceptions to the rule set
out in clause (b). In other words, when the law governing completion and
priorities is not Albanian, this law must be recognized by an Albanian court
as provided by clause (b) but subject to the requirement that the foreign
securing charge be registered in the Registry within the time specified in
clause (c).

260. Clause (c) was designed to protect persons who deal with the
collateral in Albania. Under this clause, a foreign completed charge that is
not completed in Albania within the 60-day grace period after the collateral
is brought to Albania loses its completion and becomes subject to Articles
12 and 13. The 60-day grace period does not apply, however, to buyers or
lessees of the collateral. The article gives complete protection to buyers or
lessees of the collateral if they acquire rights in the collateral before comple-
tion occurs.
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Transition and Final Provisions

Article 42. Transition

The Law does not apply to a transaction executed before this law comes
into force. However, Artides 12, 13, 14, and 19 and Chapter IV apply to an
interest that would be a securing charge if it had been created after this law
comes into force when the interest conflicts with a securing charge created
after this law comes into force or another interest mentioned in this law.

An interest referred to in the last paragraph is considered to have
been completed before any interest created after the Law comes into force
when one of the steps referred to in (a), (b), or (c) in Article 8 above has
been taken no later than 90 days after this law comes into force.

EXPLANATORY COMMENT

261. This article addresses the very difficult problem of how to deal
with securing charges and pledges that were created under the prior law but
that still exist when the Law comes into force.

262. The basic approach of this article is to leave to prior law ques-
tions of validity, enforcement, and priority disputes involving securing
charges or pledges created under prior law. However, when a priority dis-
pute is between a securing charge created under prior law and a securing
charge created under this law, the priority rules and completion require-
ments of this law apply to both securing charges.

263. The second paragraph contains a special rule for the types of
transactions that fall within the scope of the Law but that were created be-
fore the Law comes into force. If any of these transactions is entered into
before this law comes into effect, the interest involved is treated as a com-
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pleted securing charge if any one of the completion steps is taken no later
than 90 days after this Law comes into force.

264. In most of the cases, since prior interest would be pledges, and
since under the Civil Code in order to have a valid pledge the pledgee must
take possession of the pledged property, any pledge in existence at the date
the Law comes into force will be completed. This is so since possession of
the collateral is one of the methods provided in Article 8 of the Law for
completion of a securing charge. The holder of a pledge is subsequently free
to replace the method of completion from possession to registration in ac-
cordance with the Law.
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The Civil Code, Article 605

I. Introduction

A central feature of the Lawfor Securing Charges, Number 8537, passed by
the Albanian Parliament on October 18, 1999, is its recognition of a secured
creditor's (chargee's) rights (the securing charge) in a debtor's (chargor's)
property. These rights gain particular significance when chargors default on
their obligations. In most circumstances of default, not all creditors will be
fully repaid since the debtors are very likely to be insolvent. The property
rights of chargees are given priority over unsecured claims with respect to
the collateral. This priority constitutes the true economic security that
chargees have under modern secured financing. In Albania, Article 605 of
the Civil Code, Number 8536, passed by the Albanian Parliament on Octo-
ber 18, 1999 (along with the special priority rules in the Law), regulates
relative priorities among the debtor's various creditors.

Granting absolute priority to chargees over unsecured creditors of a
defaulting debtor may not be justified or commercially reasonable in some
cases. A modern secured financing system must balance the rights of se-
cured creditors against claims that do not arise out of private loans or
credit transactions. Such transactions can arise by operation of law or from
situations where the creditor (such as an employee) has little or no bar-
gaining power and, consequently, no ability to require the debtor (such as
an employer) to give security for any obligation that might arise between
them. These claims are protected through special priority rules. Under
Albania's former system, such unsecured claims had priority over all se-
cured claims, whether the unsecured claims arose before or after the se-
cured claims arose. For example, under the former Albanian Article 605 of
the Civil Code, state claims were given priority over claims of secured par-
ties. Under the same legislation, wage-earners had priority over secured
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creditors. While the protection of unsecured claims is based on sound policy
considerations, modern secured financing systems offer predictability by
placing limits on the claims of unsecured creditors. The following para-
graphs describe the priority system embodied in amended Article 605 of
the Civil Code.

II. Article 605 of the Civil Code: Before and after Amendment

From the point of view of chargees, prioritizing creditors' claims is the most
important element of secured financing. Priorities are significant when the
debtor fails to repay creditors the debts owed and it becomes necessary for
creditors to enforce their claims on the debtor's property. Debtors typically
conduct business with more than one creditor, and the debts of a defaulting
debtor typically exceed the value of the debtor's assets. In such circumstances,
the question arises: which creditor should be compensated first, which sec-
ond, and so on? The lower the priority of the creditor's claim, the more
unlikely it is that the remaining debtor's property will be sufficient to cover
this claim.

In modern secured financing systems, secured creditors normally need
not worry that collateral will be used to satisfy claims of unsecured credi-
tors, as collateral typically lies beyond the reach of unsecured creditors. This
follows from the recognition of the proprietary nature of the secured claim
on the debtor's property.

The former structure of Article 605 of the Civil Code could not sup-
port a modern system of secured financing. Rights of secured creditors were
given low priority in the list of priorities. The practical effect of this was to
nullify the value of any security taken for debt. In the event of default by the
debtor, the value of the property taken as collateral would be used first to
pay unsecured claims that were given priority status above that of secured
claims.

Amended Article 605 of the Civil Code provides a more predictable
system allowing chargees to assess collateral available to enforce securing
agreements providing for securing charges. Unsecured creditors are not for-
gotten in this scheme, and their rights not lost. Rather, the scheme allows
chargees to assess the real value the chargee will have in the collateral after
unsecured claims with priority are factored in the calculation. By granting a
special priority status to purchase-money securing charges, amended Ar-
ticle 605 places chargees in a position of being able to determine with con-
siderable accuracy their position in relation to other claims against the
property of the debtor. The current system therefore offers greater certainty.
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The following paragraphs describe the content of the priority list in
the Civil Code Article 605. The description follows the order of priorities as
it appears in that article.

III. The List of Priorities in Article 605

The following daims are paid according to the following priority order:

a. claims that arise from financial transactions secured with a
purchase-money securing charge on a specific object;

EXPLANATORY COMMENT

Priority (a) is reserved for purchase-money securing charges completed in
accordance with the Law. See the definition in Article 1 of the Law. The
priority extends only to the specific item purchased with the credit advanced
by the purchase-money chargee.

Example:
Purchase-money chargee (Bank) advances money to Chargor to
purchase a Mercedes-Benz car. Bank properly completes the
purchase-money securing charge by registering it in the Regis-
try of Securing Charges. Chargor defaults on the securing agree-
ment with Bank. Assume the chargor also fails to pay tax
obligations when they become due.

According to amended Article 605 of the Civil Code, Bank will have
priority in respect of the Mercedes-Benz car. Only after the debt owed to
Bank is repaid can the tax claim, which Artide 605 ranks below the pur-
chase-money securing charge, be satisfied by any remaining value of the car.

The priority of the completed purchase-money securing charge does
not diminish claims of unsecured creditors such as wage-earners who are
not paid their salaries. The reason is that the money advanced by Bank was
an additional credit provided to the Chargor. Consequently, the Bank's
purchase-money securing charge is referable to this extra credit and is not
taken from the pool of the Chargor's assets. In other words, the money was
used to buy an additional asset.

One condition placed on the priority of purchase-money securing
charges is that such securing charges must have priority over ordinary se-
curing charges in accordance with the rules of the Law. The holder of the
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purchase-money securing charge must meet the requirements of the Law if
that holder is to have priority under Article 605. In circumstances falling
outside this condition, the priority of purchase-money securing charges is
ranked within priority (e).

b. claims as a result of unpaid salaries in connection with employ-
ment relations or services and obligations for food, but not for more than
12 months;

EXPLANATORY COMMENT

Second on the priority list are wage-earners' claims for a maximum of 12
months' unpaid salaries and claims that arise out of an obligation for food.
Claims within priority (b) are satisfied from a debtor's property, including
property used as collateral. The priority of unpaid salaries has two distinc-
tive features: first, the public policy of protecting wage-earners (who are
typically in a weak bargaining position), and second, the 12-month time
limit.

The public policy of protecting the interests of wage-earners is not
difficult to understand, since the availability of employees usually exceeds
market demand, a circumstance well illustrated in Albania at present. Conse-
quently, wage-earners stand in a weakened bargaining position from the
outset and typically cannot bargain for security for their salaries. Wage-
earners who remain unpaid are typically forced to rely on public assistance,
as a result of which the state must finance the chargor-employer to the ex-
tent that the state supports the unpaid wage-earner. Such circumstances could
provide an incentive to the chargors-employers to prefer paying other credi-
tors, since they know that public funds will compensate their employees for
unpaid wages.

Priority (b) limits the priority of unpaid wages to 12 months of salary.
This defined period is significant for secured financing since, by calculating
the amount of wages with priority, chargees can assess the value of collateral
needed to fully secure their right.

Example:
Bank loans 400,000 Lek to Manufacturer, who employs 10 em-
ployees. Each employee earns a monthly salary of 10,000 Lek.
Bank takes a securing charge on Manufacturer's equipment
worth 1,600,000 Lek. Manufacturer falls into insolvency after
failing to pay the 10 employees salaries for the preceding 14
months.
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Under former Article 605, Bank would be able to recover collateral
worth 200,000 Lek to satisfy the 400,000 Lek unpaid debt. This is so since
the former article had no limitation on the amount that could be recovered
by an employee whose salaries were not paid. Therefore, in the above ex-
ample, each employee could recover the full 14 months' unpaid salary total-
ing 140,000 Lek.

Under amended Article 605, each employee would be paid 120,000
Lek since the limitation is for a maximum of 12 months of unpaid salaries.
Consequently, Bank would have 400,000 Lek worth of collateral to recover
the unpaid 400,000 Lek debt. Because amended Article 605 of the Civil Code
defines the amount recoverable by wage-earners, chargees can assess in ad-
vance the value of collateral available to satisfy the obligation owed to them
in case of default.

Employees are unlikelyto suffer from this limitation, since rarelywould
employees continue to work for an employer for more than 12 months with-
out being paid. They would likely need to find other sources to provide for
their needs.

The priority for obligations for food relates to the need to protect de-
pendents who rely on the chargor (or debtor) for food. An example would
be the children of the chargor (or debtor) or his or her spouse. The provi-
sion guarantees that the money necessary for providing for food for such
individuals would actually be given to them. The 12 months' limitation ap-
plies as well to claims that arise out of obligations for food.

The end result is a fair, predictable, and effective priority to employees
and claimants of food obligation that also provides a predictable environ-
ment for chargees to assess their rights in collateral in case of default.

c. claims as a result of unpaid social security contributions and fees,
as well as the claims of the employees for the damages caused by the non-
payment of these contributions;

EXPLANATORY COMMENT

Priority (c) of amended Article 605 is for unpaid social security payments.
In some cases, debtors who are also employers may fail to make the social
security payments to the state. Hence the state becomes an unsecured credi-
tor. The state's claim for these unpaid amounts falls within priority (c). The
priority does not affect the ability of credit grantors to assess the extent of
credit they should advance to their borrowers, since these amounts are usu-
ally not significant and can be estimated based on public information from
appropriate state institutions.
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,. claims as a result of compensation for death or health problems;

EXPLANATORY COMMENT

Priority (,) is for claims that arise from claims because of death or health
problems. This priority is not limited for several reasons. First, such claims,
if they arise, tend to be small in volume and therefore are insignificant to the
chargee's consideration of whether or not to advance credit. Second, from a
public policy point of view, persons who have claims against chargors for
loss of life or damage to health caused by the actions of chargors should be
given priority. Otherwise, these claims may not be paid and the persons or
their families that are affected may become destitute.

d.claims of authors and their heirs for compensation deriving from
full or partial transfer of their intellectual property for obligations that
arose during the preceding two years;

EXPLANATORY COMMENT

Priority (d) goes to claims of authors and their heirs for rewards deriving
from full or partial transfer of their rights and intellectual property during
the two years prior to the date in which distribution of the debtor's assets is
to take place in accordance with this article. As in the case of priority (c),
such claims are rare and in any event usually minor and therefore are un-
likely to affect creditors' decisions as to whether or not to advance credit.
Article 605, priority (d), preserves the public policy of protecting authors'
rights and encourages them to produce and sell their work.

dh.claims of the state that arise from obligations to the budget and
the claims of the state security institute for the mandatory insurance as
provided by the law;

EXPLANATORY COMMENT

Priority (dh) relates to state claims. This priority has to be read alongside
the paragraph appearing below the list of priorities. Essentially, state claims
are given the status of securing charges when registered in the Registry. These
claims gain priority over non-purchase-money securing charges that are
unregistered or were registered after the state claim was registered. In addi-
tion, state claims under priority (dh) are ranked above the priority of a credit
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granted under a non-purchase-money securing charge when such credit is
given after the state claim is registered.

The clause fairly balances the need to collect debts owing to the state
and the need to give credit grantors notification regarding the fact that the
collateral might be subject to state claims.

e. claims arising out of financial transactions that are secured by a
securing charge according to the law;

EXPLANATORY COMMENT

Priority (e) is for claims of chargees who have a securing charge against the
debtor. Although, like any provision in the Civil Code, the provision uses
generic language, it is obvious that the term "the law" refers to the Law for
Securing Charges.

The priorities between more than one securing charge are determined
in accordance with the Law. This includes priorities between a purchase-
money securing charge and an ordinary securing charge. Article 605 em-
ploys a priority system parallel to the one the Law uses for resolving priority
issues among securing charges. While under the Law a purchase-money
securing charge has priority over an ordinary securing charge, Article 605
subjugates claims that fall under priorities (b)-(dh) to the purchase-money
securing charge. However, Article 605 raises them above the ordinary se-
curing charge in priority (e). When according to the Law the purchase-
money securing charge loses its priority over the ordinary securing charge,
both are ranked within priority (e), below priorities (b)-(dh). The result
is that the Law is fully sustained by the priority system that amended Ar-
ticle 605 provides.

It is important to clarify the relationship between priority (e) (secur-
ing charges) and priority (dh) (state claims). The last paragraph of Article
605 together with the two priorities provides the explanation. A chargee
who seeks priority over a state claim needs to fulfill two conditions:

1. the securing charge is registered at the Registry before the state
claim is registered; and

2. the credit that comprises his or her claim was granted or had to be
granted in accordance with Article 5, clause (c), of the Law before
the state claim is registered at the Registry.

In practice, chargees will likely check the Registry, and if no state claims
are registered they will register their claim and then give credit. If the state
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claim was not registered up to this point, the chargee will have priority over
the state claim.

If a chargee registers first, then discovers a registered state claim but
the chargee did not yet give credit, he or she should not advance the credit
since the state will have priority over any credit advanced after the state claim
was registered.

e. claims as a result of unpaid salaries in connection with employ-
ment relations or services and obligations for food which are not covered
by priority (b).

EXPLANATORY COMMENT

Under priority (e), employees can recover the balance of their claims be-
yond the 12-month limit in priority (b). As mentioned earlier, amended
Article 605 preserves existing public policies to the extent the system allows.
The old system considered repayment of unpaid wages to be a high moral
obligation on the part of employers. Under priority (e) of amended Article
605, employees can recover the balance of their unpaid wages beyond 12
months without sacrificing predictability of the Albanian system of secured
financing.

Payments under priority (e) are allowed out of the collateral once the
claims of the debtor's chargees are satisfied.

The remaining claims are ranked below securing charges. Such claims do
not affect the rights of chargees, as they are subordinate to them.

When there are several claims mentioned in (a) and (e) of this article, the
order of priority is defined according the criteria provided by the special
law. When the special law does not give priority to a claim mentioned in (a)
over the credit mentioned in (e), the claims mentioned in (a) have priority
according to (e).

Excluded from the priority order provided by this artide are claims
mentioned in (e) that arise as a result of credits already advanced. Such daims
will have priority over claims mentioned in (dh) in the following cases:

* the claim mentioned in (e) is registered according to the law,
whereas the claim under (dh) is not registered;

* the claim mentioned in (e) is registered according to the law, prior
to the registration of the claim under (dh).
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IV. Conclusion

Amended Article 605 of the Civil Code introduces into the Albanian legal
system concepts necessary for the proper operation of the Albanian secured
financing system. It provides a high level of predictability, allowing creditors
to make credit decisions on the basis of predetermined factors. It reduces
the high risk of credit-granting they faced under the former system. While
reduced risk is a positive development for the Albanian secured financing
system, fairness toward unsecured creditors is maintained by protecting state
claims and the claims of vulnerable unsecured creditors. Credit therefore is
more easily advanced to borrowers while providing predictability to all
chargees who are engaged in secured transactions.
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Secondary Legislation





The Regulations of Securing Charges

Introduction

The Regulations of Securing Charges provide detailed rules for the operation
of the Registry of Securing Charges. They have the same status as the Law
for Securing Charges, Number 8537, passed by the Albanian Parliament on
October 18, 1999. The power to make regulations is given to the Minister of
Finance by Article 26 of the Law.

In addition to the Law and the Regulations, the Chief Registrar Guide
(hereinafter, Guide) provides a description of how the notice forms are to
be completed. The Guide is part of the Regulations. See Article 3 of the
Regulations.

Article 1. Definitions

Terms used in the Regulations have the meaning provided in this article
unless otherwise provided by the Regulations.

AGRICULTURE MACHINE
means a machine according to the description provided in Artide 57 of the
Roads Code of the Republic ofAlbania, Number 8378, of July 22, 1998.

EXPLANATORY COMMENT

This definition is relevant in the context of the requirement that, in speci-
fied circumstances when goods are taken as collateral, the goods must be
described on the registration notice using the serial number. See Article 8 of
the Regulations. Not all types of goods must be described in a registration
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notice by serial number. Only the types of goods described in Article I of
the Regulations must be described in this way when, at the date of creation
of the securing charge, the chargor acquired or was using the goods as con-
sumer goods or equipment. The terms "consumer goods" and "equipment"
are defined in Article 1 of the Law.

AIRCRAFT

means any machine capable of deriving support in the atmosphere from
the reactions of the air.

EXPLANATORY COMMENT

This definition is relevant in the context of the requirement that, in speci-
fied circumstances when goods are taken as collateral, the goods must be
described on the registration notice using the serial number. See Article 8 of
the Regulations. Not all types of goods must be described in a registration
notice by serial number. Only the types of goods described in Article 1 of
the Regulations must be described in this way when, at the date of creation
of the securing charge, the chargor acquired or was using the goods as con-
sumer goods or equipment. The terms "consumer goods" and "equipment"
are defined in Article 1 of the Law.

AIRCRAFT ENGINE

means the engine of an aircraft.

AUTOMOBILE
means a machine as described in Article 54 of the Roads Code of the Repub-
lic of Albania, Number 8378, of July 22, 1998.

EXPLANATORY COMMENT

This definition is relevant in the context of the requirement that, in speci-
fied circumstances when goods are taken as collateral, the goods must be
described on the registration notice using the serial number. See Article 8 of
the Regulations. Not all types of goods must be described in a registration
notice by serial number. Only the types of goods described in Article 1 of
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the Regulations must be described in this way when, at the date of creation
of the securing charge, the chargor acquired or was using the goods as con-
sumer goods or equipment. The terms "consumer goods" and "equipment"
are defined in Article 1 of the Law.

B OAT
means a vessel that is designed for transporting persons or things on water
and that is propelled primarily by any power other than muscle power and
that is more than 6 meters long.

EXPLANATORY COMMENT

This definition is relevant in the context of the requirement that, in speci-
fied circumstances when goods are taken as collateral, the goods must be
described on the registration notice using the serial number. See Article 8 of
the Regulations. Not all types of goods must be described in a registration
notice by serial number. Only the types of goods described in Article 1 of
the Regulations must be described in this way when, at the date of creation
of the securing charge, the chargor acquired or was using the goods as con-
sumer goods or equipment. The terms "consumer goods" and "equipment"
are defined in Article 1 of the Law.

CHARGEE
means chargee as defined in Article 1 of the Lawfor Securing Charges and
when appropriate refers also to a state agency.

CHARGOR
means chargor as defined in Article 1 of the Lawfor Securing Charges and
when appropriate refers also to a debtor under a state claim.

EXPLANATORY COMMENT

The terms "chargor" and "chargee" are defined in the Law. The purpose of
these extended definitions is to make the Regulations applicable to state claims
under Article 605 of the Civil Code, which provides for the registration of
state claims in the Registry.

135



HANDBOOK ON THE COLLATERAL LAW

CHIEF REGISTRAR

means the Chief Registrar as defined in Article 1 of the Lawfor Securing
Charges.

EXPLANATORY COMMENT

The Chief Registrar supervises the operation of the Registry. He or she is
appointed by the Minister of Finance as provided in Article 25 of the Law.
For further information on the role of the Chief Registrar, see the Guide.

CONSTRUCTION (SERVICE) MACHINE
means a machine as described in Artide 58 of the Roads Code of the Repub-
lic of Albania, Number 8378, of July 22, 1998.

EXPLANATORY COMMENT

This definition is relevant in the context of the requirement that, in speci-
fied circumstances when goods are taken as collateral, the goods must be
described on the registration notice using the serial number. See Article 8 of
the Regulations. Not all types of goods must be described in a registration
notice by serial number. Only the types of goods described in Article 1 of
the Regulations must be described in this way when, at the date of creation
of the securing charge, the chargor acquired or was using the goods as con-
sumer goods or equipment. The terms "consumer goods" and "equipment"
are defined in Article 1 of the Law.

ID NUMBER

means an identification number the Chief Registrar assigns to a chargee or
to a registering party.

EXPLANATORY COMMENT

An identification number (ID number) is given by the Chief Registrar to
any person who requests one. The ID number is linked to the chargee's or
the registering party's details. For further explanation of ID numbers, see
Article 6 of the Regulations and the Guide.
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MOTORCYCLE

means a machine as described in Article 52 of the Roads Code of the Repub-
lic of Albania, Number 8378, of July 22, 1998.

EXPLANATORY COMMENT

This definition is relevant in the context of the requirement that, in speci-
fied circumstances when goods are taken as collateral, the goods must be
described on the registration notice using the serial number. See Article 8 of
the Regulations. Not all types of goods must be described in a registration
notice by serial number. Only the types of goods described in Article 1 of
the Regulations must be described in this way when, at the date of creation
of the securing charge, the chargor acquired or was using the goods as con-
sumer goods or equipment. The terms "consumer goods" and "equipment"
are defined in Article 1 of the Law.

MOTOR VEHICLE
means a machine as described in Article 53 of the Roads Code of the Repub-
lic of Albania, Number 8378, of July 22, 1998.

EXPLANATORY COMMENT

This definition is relevant in the context of the requirement that, in speci-
fied circumstances when goods are taken as collateral, the goods must be
described on the registration notice using the serial number. See Article 8 of
the Regulations. Not all types of goods must be described in a registration
notice by serial number. Only the types of goods described in Article 1 of
the Regulations must be described in this way when, at the date of creation
of the securing charge, the chargor acquired or was using the goods as con-
sumer goods or equipment. The terms "consumer goods" and "equipment"
are defined in Article 1 of the Law.

NAME OF A PERSON

means the first name followed by the patronym and the family name in the
case of a physical person; means the registered name as it appeared in the
court decision in the case of a juridical person.
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REGISTRY
means the Registry of Securing Charges as defined in Article 1 of the Law
for Securing Charges.

SECURING CHARGE

means securing charge as defined in Article 1 of the Law for Securing
Charges.

EXPLANATORY COMMENT

For commentary, see Article 1 of the Law.

SERIAL NUMBER
means the identification number permanently marked on or affixed to the
body or frame of the serial numbered good by the manufacturer. It includes
only alphanumeric characters but not punctuation, hyphens, or other mark-
ings. When the goods are an aircraft, the serial number is the number affixed
by the manufacturer to the airframe. When the goods are an aircraft engine,
the serial number is the number affixed by the manufacturer to the engine.

EXPLANATORY COMMENT

This definition relates to the definition of "serial numbered goods." See also
Article 8 of the Regulations.

SERIAL NUMBERED GOODS

mean the following goods: agriculture machine, aircraft, aircraft engine,
automobile, boat, construction machine, motorcycle, motor vehide, trailer,
trolley bus.

EXPLANATORY COMMENT

This definition is relevant in the context of the requirement that, in speci-
fied circumstances when goods are taken as collateral, the goods must be
described on the registration notice using the serial number. See Article 8 of
the Regulations. Not all types of goods must be described in a registration
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notice by serial number. Only the types of goods described in Article 1 of
the Regulations must be described in this way when, at the date of creation
of the securing charge, the chargor acquired or was using the goods as con-
sumer goods or equipment. The terms "consumer goods" and "equipment"
are defined in Article 1 of the Law.

TRAILER
means a machine as described in Artide 56 of the Roads Code of the Repub-
lic of Albania, Number 8378, of July 22, 1998.

EXPLANATORY COMMENT

This definition is relevant in the context of the requirement that, in speci-
fied circumstances when goods are taken as collateral, the goods must be
described on the registration notice using the serial number. See Article 8 of
the Reguilations. Not all types of goods must be described in a registration
notice by serial number. Only the types of goods described in Article 1 of
the Regulations must be described in this way when, at the date of creation
of the securing charge, the chargor acquired or was using the goods as con-
sumer goods or equipment. The terms "consumer goods" and "equipment"
are defined in Article 1 of the Law.

TROLLEY BUS
means a machine as described in Artide 55 of the Roads Code of the Repub-
lic of Albania, Number 8378, of July 22, 1998.

EXPLANATORY COMMENT

This definition is relevant in the context of the requirement that, in speci-
fied circumstances when goods are taken as collateral, the goods must be
described on the registration notice using the serial number. See Article 8 of
the Regulations. Not all types of goods must be described in a registration
notice by serial number. Only the types of goods described in Article 1 of
the Regulations must be described in this way when, at the date of creation
of the securing charge, the chargor acquired or was using the goods as con-
sumer goods or equipment. The terms "consumer goods" and "equipment"
are defined in Article 1 of the Law.
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Article 2. Registration

Registration notices shall be in the following forms:

Notice A: Registration of a Securing Charge and Schedules
Notice B: Amendment of a Registration and Schedules
Notice C: Registration of a State Claim
Notice D: Search Request Form

Notices and Schedules must be completed as instructed in the Chief
Registrar Guide issued by the Chief Registrar as provided in Article 3.

The registering person is responsible for ensuring that a notice is fully
and accurately completed and is in accordance with the Law for Securing
Charges, Regulations of Securing Charges and the Chief Registrar Guide.

EXPLANATORY COMMENT

The effect of this article is to require that all registration information be
submitted to the Registry on prescribed forms. See also Article 28, clause
(a), of the Law. These forms can be obtained from the Registry office as
specified by the Guide. Registration information submitted on any other
form will be rejected.

The person who submits information for registration has the obliga-
tion to ensure that the information is correct and that the forms have been
completed fully and accurately, as required by the Regulations and the Guide.
Incomplete forms will be rejected by the Chief Registrar. Power to do so is
given to the Chief Registrar by Article 28, clause (e), of the Law.

The registration process begins with the delivery of a completed regis-
tration notice either by mail, fax, or in person to the Registry office. When
the registration notice is received by the Registry, it is examined to deter-
mine whether all essential fields have been completed and whether the in-
formation is in the form required by the Regulations. Once the information
on a registration notice is considered acceptable for entry into the database,
it will be entered, and the system will assign a registration number and time
of registration. At this point the registration becomes legally valid.

Article 3. Chief Registrar Guide

The Chief Registrar may issue instructions for completion of registration
notices and may from time to time amend, supplement or delete the in-
structions as, in his discretion, is warranted.
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EXPLANATORY COMMENT

The Guide is designed to provide a single source of information on how to
register and search for information in the Registry. The Guide includes in-
formation and instructions for each of the forms used in the Registry sys-
tem, examples to guide the reader in ensuring the accuracy of registration,
the process of searching the Registry once the information has been recorded,
and the fees for registering and searching the database of the Registry.

Article 4. Duration of Registration

A registration of a securing charge is effective for the period between 1 and
25 years or infinity as indicated on the registration notice unless discharged
before the expiry of this time.

A registration of a state daim is effective until it is discharged.
A registration is effective from the time it is entered into the database

of the Registry and is searchable as provided in subparagraph (dh) of Ar-
ticle 28 of the Lawfor Securing Charges.

A reinstatement of a registration is invalid when the following two
events happen before the time of reinstatement:

a) any of the requirements mentioned in Article 8 (a)-(,c) of the
Law for Securing Charges that is related to a competing securing
charge was complied with after the discharge or lapse; and

b) any of the requirements mentioned in Article 8 (a)-(c,) of the
Lawfor Securing Charges that is related to a competing securing
charge was complied with before the discharge or lapse.

The Chief Registrar shall operate the Registry in such a way as to
ensure that each registration or amendment to registration will have a
unique registration number.

EXPLANATORY COMMENT

This article describes several essential features of the Registry system. The
first of these is that the registering person may choose the period during
which he or she wants a registration to be effective. See Article 28, clause (d)
of the Law. A person may choose any number of years up to 25 years or may
choose infinite registration. At the end of the period chosen, the registration
will be automatically discharged unless, prior to that time, the period of
registration has been extended. An infinite registration will continue to exist
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until it is discharged voluntarily or pursuant to a court order under Article
28 of the Law. Registrations of state claims are treated as being effective for
infinity and will also continue to be effective until discharged.

The period of registration initially selected can be extended by regis-
tering an appropriately completed Notice B. However, this must be done
before the initial registration period has expired.

The second important feature of the Registry indicated by this article
of the Regulations is that registration and searchability are coterminus. See
Article 28, clause (a), of the Law. This approach places the risk of loss asso-
ciated with a delay in entering registration information into the database on
the chargee. In other words, if a registering person submits a registration
notice to the Registry and, for some reason, such as a computer breakdown
or excessive workload, registration containing that information does not take
place for a period of time, there is nothing in the Law or the Regulations that
deems the registration existed during that period. Therefore, in order to ex-
ist, a registration must be in the database of the Registry so that it is search-
able. The chargee can control this risk by refusing to advance credit or release
possession of sold or leased goods until a search result is obtained demon-
strating that the registration has taken place.

The third important feature deals with reinstatements. In order to avoid
situations where priority disputes cannot be resolved logically as a result of
reinstatements, Article 4 of the Regulations provides that a reinstatement of
a registration that was discharged is invalid if it is in competition with two
other securing charges. This situation applies only when one of the compet-
ing chargees takes one of the steps required under Article 8 of the Law be-
fore the reinstatement while the other one takes one of the steps required
under Article 8 of the Law after the reinstatement.

Because of this provision, the safest way to renew a discharged regis-
tration is to register it as a new registration. Of course, the disadvantage of
this approach is that the date and time of the registration will be the new
date and time rather than the original one. However, if the chargee is con-
vinced that his or her reinstatement would not become invalid, for example,
if there is no other chargee who took one of the completion steps required
under Article 8 of the Law, he or she will be able to maintain the original
date and time of the registration by reinstating it.

The final paragraph of this article sets out a rule designed to ensure
that no two registrations have the same priority status. If all registrations
and amendments to registrations are numbered in sequence (as they are
entered into the database of the Registry), priority will be determined on
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the basis of that sequence. A registration or amendment with a lower num-
ber will have priority over one with a higher number. See also Article 28,
clause (b), of the Law.

Article 5. Amendments

Notice B shall be used to amend a registration.
The following are amendments:

a) extension of a registration;
b) discharge of a registration;
c) reinstatement of lapsed or discharged registration;
c) subordination of a registration;
d) addition of a chargee;
dh) deletion of a chargee;
e) change of chargee's information / transfer of chargee's right;
e) addition of a chargor;
f) deletion of a chargor;
g) change of chargor's information / transfer of chargor's right;
gj) addition of collateral;
h) deletion of collateral;
i) change of collateral's information / substitution of collateral;
j) other changes / court order;
k) Registry correction.

EXPLANATORY COMMENT

Notice B form must be used when changes in registration information are
required and permitted by the Law. See Article 28, clause (a), of the Law. For
a description of the amendments in Notice B, see Article 28 of the Law.

Article 6. Signature

A notice must be signed by or on behalf of the chargee.
An electronic signature approved by the Chief Registrar or identifi-

cation number allocated by the Chief Registrar is sufficient.
Unless the Chief Registrar is convinced that all the chargees recorded

under the registration to be amended gave their authorization, the Chief
Registrar should not process the following amendments to that registration:
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a) discharge of registration;
b) deletion of chargor;
c) change or transfer of chargor;
c) deletion of collateral;
d) change or transfer of collateral.

Unless the Chief Registrar is convinced that a chargee recorded un-
der the registration to be amended gave his authorization, the Chief Regis-
trar should not:

a) delete the name of this chargee from a registration;
b) change or transfer the right of this chargee or change the details

of chargee.

The Chief Registrar may register a notice without having proof that
the signature on it is that of the chargee or a person acting with the author-
ity of the chargee.

EXPLANATORY COMMENT

The chargee or an agent acting on behalf of the chargee must sign all notices
submitted. However, the Chief Registrar has no obligation to ensure that a
signature that appears on a notice is the signature of the chargee named in
the notice or an agent acting with full authority of the chargee. When spe-
cial arrangements are made with the Chief Registrar, an electronic signature
or ID number can be used. An ID number is a number allocated to a char-
gee or a registering party. This number can be used in place of the signature.

An important aspect of the proper operation of a secured financing
system is its reliability. This is the policy underlying the provision in Article
6 of the Regulations that requires the Chief Registrar to take reasonable steps
to ensure that any deletion of information that could affect the rights of
people who rely on the system is done with their consent. The Chief Regis-
trar is therefore expected to require written approval from all chargees be-
fore effecting amendments to registrations that involve deletions of
information. When the amendment to the registration involves deleting the
chargee's name, only the authorization of this particular chargee is required
and the Chief Registrar is expected to require notarized approval from this
chargee. Other steps that are not required by the Law will also be taken to
inform the persons whose rights could be affected by such amendments.
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Article 7. Chargor's and Chargee's Name

If the chargor or chargee is a physical person, the name of the person is to
be specified in the notice.

If the chargor or chargee is a juridical person, the name of the person
is to be specified in the notice.

If the chargor or chargee is a physical person who carries on business
with a name that is different from his name and this business is not a juridi-
cal person, the name of the physical person is to be specified in the notice.

If the chargor or chargee is a partnership that has a registered name,
the name of the partnership is to be specified in the notice, but when the
partnership does not have a registered name, the names of the partners are
to be specified in the same registration.

If the chargor or chargee is any other type of person not mentioned
in the previous paragraphs of this article, the name to be specified on the
notice is the name used by the chargor or chargee in the securing agree-
ment. When no securing agreement exists at the time of registration, the
name ordinarily used by the chargee or chargor during business transac-
tions is to be specified in the notice.

EXPLANATORY COMMENT

The name of the chargor (first name, father's name, and family name in the
case of a physical person, or the name in the case of a juridical person) is a
crucial feature of a registration. In all registrations, the Registry system uses
the chargor's name as the principal search criterion. A search criterion is a
factor the program uses to store and retrieve data. Supplementary search
criteria are the serial numbers of serial numbered goods and the registra-
tion number allocated to a registration by the Registry.

When there are two or more chargors, each of whom has an interest in
the collateral, the notice must contain the correct names of both chargors.
This rule is fundamental to the proper functioning of the Registry system.

Example:
If two persons, A and B, are owners of the collateral and are
Chargors under the securing agreement, it is not sufficient that
only A is described in the registration as the Chargor. In order
for C to get the protection that the public expects from the sys-
tem, a search of the Registry using either B's or A's name as the
search criterion should disclose the securing charge.
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When the collateral is of a kind that is required to be described by
serial number on the registration notice, it is not sufficient for the registra-
tion notice to contain the chargor's name alone. The serial number of the
collateral must be accurately recorded on the registration notice.

If the chargor's name is not correctly recorded on the registration no-
tice and consequently is entered into the database incorrectly, the registra-
tion cannot be retrieved in a search using the correct name. As a result, the
registration is invalid. See Article 28, paragraph (dh), of the Law. Chargees
should take special care to verify the spelling of the chargor's name. Official
records (for example, birth certificates in the case of a physical person or
court decisions in the case of a juridical person) should be used to verify the
correctness of such information. When there is any doubt about the exact
name of the chargor, two or more versions of this information should be
included in the registration notice. Each version should be included as a
separate chargor.

The Regulations require that the name of individuals be included in the
following order: first name, patronym, and family name. The order in which
this information is recorded on the registration notice is very important.

Some individuals carry on business using a business name or trade
name. When such a person is a chargor, the individual's name must be re-
corded on the registration notice. The business name may be included, but
it is not mandatory. The business name alone is not sufficient.

When the chargor is a juridical person or a partnership with a regis-
tered name, the registered name in its exact form as it appeared on the court
decision must be recorded on the registration notice.

Article 8. Description of Collateral

When a registration relates to goods that are serial numbered goods that
are not inventory, the description shall include:

a) the types of goods set out in Table III of the ChiefRegistrar Guide,
b) the last 25 characters of the serial number of the goods;
c) the name of the manufacturer as displayed on the goods; and
c) the model year of the goods.

When the registration relates to collateral other than serial numbered
goods or relates to serial numbered goods that are inventory, the collateral
may be described, when applicable, as "inventory," "account;' "instrument,"
or "money," and, in the case of goods, in specific or generic terms.
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A description of goods as "consumer goods" or as "equipment" may
not be used unless there is a further reference to indicate the kind of con-
sumer goods or equipment. For example, the description may be "farming
equipment" or "consumer goods, televisions.'

A description of goods as "inventory" ceases to be valid when the
goods cease to be inventory.

Proceeds collateral is to be described in the same way as original col-
lateral of the same kind.

Except in the case of serial numbered goods that are equipment or
consumer goods, the following collateral descriptions, where applicable,
may be used:

a) on all of the chargor's property owned at the time of the signing
of the securing agreement and on all of the property acquired
after the signing of the securing agreement; or

b) on all of the chargor's existing property and on all of the prop-
erty acquired after the signing of the securing agreement, except
specified items or kinds of property; or

c) on all of the chargor's specific existing property and on all of
the specific property acquired after the signing of the securing
agreement.

EXPLANATORY COMMENT

When describing the collateral that is in the form of goods, it is necessary to
distinguish between serial numbered goods and other goods. The following
rules apply to the description of goods:

1. When the goods are serial numbered goods as defined in Article 1
of the Regulations and, at the time the securing charge attaches to
those goods, the goods are being used by or have been bought by
the chargor for use as consumer goods or equipment (both terms
are defined in Article 1 of the Law), a special description is re-
quired. The serial number (defined in Article 1 of the Regulations)
and other detailed features of the description of the serial num-
bered good as referred to in this article of the Regulations must be
included in the registration notice. Without the serial number,
the registration is invalid, even though the chargor's name or the
last name (in case of a physical person) is correctly recorded on
the registration notice.
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2. When the goods are serial numbered goods as defined in Article 1
of the Regulations and, at the time the securing charge attaches to
those goods, the goods are being used by or have been bought by
the chargor for use as inventory (this term is defined in Article 1
of the Law), no special description is required. The serial number
(defined in Article 1 of the Regulations) and other detailed fea-
tures of the description of the serial numbered goods as referred
to in this artide of the Regulations need not be included in the
registration notice.

3. When the goods are not serial numbered goods, one of the meth-
ods of description set out above that do not involve the serial num-
ber may be used. The goods can be described generically (e.g., as
automobiles, cattle) or specifically (e.g., as a 1986 Mercedes-Benz
SL500 automobile). It is also possible to use one of the much
broader descriptions that encompasses all of the chargors present
and after-acquired property or all of the property other than speci-
fied kinds of property or specified items of property.

4. When the goods are serial numbered goods that at the time the
securing charge attaches are held by the chargor as inventory, one
of the methods of description set out above that do not involve
the serial number may be used. The goods can be described ge-
nerically (e.g., as automobiles, cattle) or specifically (e.g., as a 1986
Mercedes-Benz SL500 automobile). It is also possible to use one
of the much broader descriptions that encompasses all of the
chargors present and after-acquired property or all of the prop-
erty other than specified kinds of property or specified items of
property.

The Law divides goods into three categories: consumer goods, inven-
tory, and equipment. See the definitions of these terms in Article 1 of the
Law. These categories are not descriptive of the essential nature of the goods
but are based on the chargor's use of the goods at the date of attachment.
Accordingly, to describe goods as "consumer goods" only discloses that a
securing charge has been taken in property used by the debtor for personal,
family, or household purposes. It does not indicate whether that property
was an automobile, a refrigerator, or a sofa. To describe collateral merely as
equipment can be deceiving. A dairy cow is classified as equipment when it
is used to produce milk that is sold by the debtor. Hence this article of the
Regulations provides that, without more detail, a description of goods as
consumer goods or equipment is inadequate.
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A partial exception to the rule above is set out in the Law. This excep-
tion applies to inventory. Article 8 of the Regulations permits collateral to be
described as inventory, but only while it is held by the chargor as inventory.
If the use of the collateral changes from inventory to consumer goods or
equipment, the goods will thereafter fall outside the "inventory" category
and the securing charge on the goods will become incomplete.

Example:
A supplier may make a securing agreement that describes the
collateral as "all inventory" of an automobile dealership. The use
of such a description on the registration notice satisfies the re-
quirement of the Regulations so long as the automobiles are ac-
tually held as inventory by the Chargor. If, however, the Chargor
withdraws one of the automobiles from the inventory and be-
gins to use it as a demonstrator (which would be characterized
as "equipment"), the description of this automobile would be-
come inadequate. Consequently, the securing charge on this au-
tomobile would become incomplete and would be lost. For this
reason, Chargees should take the appropriate supervision mea-
sures in order to remain informed of the way the debtor uses the
property.

Proceeds collateral description requirements are specified in Artide
10 of the Law. See the comment to that article.

Article 9. Confirmation

When a securing charge or a state claim is registered, or a registration is
amended, the Chief Registrar will send a confirmation statement to the
chargor, the chargee, and registering person by ordinary mail or by any
other method determined by the Chief Registrar.

EXPLANATORY COMMENT

When a registration number is assigned by the Registry, the system will pre-
pare a confirmation statement that will be sent to the chargee, chargor, and
registering party. This document contains the essential information that has
been entered into the database concerning the registration, including the
registration number (for future reference to the registration), the time and
date of registration, the name of the chargee, the name of the chargor, and
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the description of the collateral. This information is presented in the exact
form that is stored in the database and that will be disclosed on a search
result.

The primary function of a confirmation statement is to provide a char-
gee with an opportunity to compare the information contained in the Reg-
istry database with the information the registering person intended to register.
If the registering person discovers a discrepancy between the information in
the database and the information he or she intended to include in the regis-
tration, he or she will present an amendment notice indicating the changes
he or she wishes to make in the registration.

In addition, each chargee and registering person will receive a search
result for each chargor and serial number recorded under the registration.
This feature is designed to assist chargees in making their credit decisions
after they examine the position of their registration in relation to other reg-
istrations in case others are recorded under the chargor or serial number.

Article 10. Search of Information

A person may request information based on one of the following criteria:

a) the chargor's name;
b) the serial number of serial numbered goods; or
c) a registration number.

Information provided by the Registry shall include data actively main-
tained in the Registry database corresponding to the chargor's name, reg-
istration number and, when applicable, the serial numbered goods. It shall
also include the time and date of the registration and the registration num-
ber assigned to the registration.

Information will be sent by the Chief Registrar to the person who
submitted the search request by ordinary mail or by any other method de-
termined by the Chief Registrar.

EXPLANATORY COMMENT

Under Article 28 of the Law, the term "search result" is used in two ways: to
refer to information disclosed in response to a request for a search, and to
denote a document issued by the Registry that contains information re-
quested by a searching party. For a full explanation of search results and the
proper approaches in searching the Registry, see the explanatory comments
to Article 28 of the Law.
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Article 11. Registry Errors

The Chief Registrar, on his own initiative or upon a request by a chargee,
may correct any error made by the Registry relating to a registration of a
securing charge.

Corrections made by the Chief Registrar are effective only from the
time that changes are made and have no retroactive effect.

EXPLANATORY COMMENT

On rare occasions, an error may be made in entering data taken from regis-
tration notices into the Registry database. When this occurs, the Chief Reg-
istrar can use the power given by this article to correct the data. However,
this power cannot be used to correct errors made by persons who have sub-
mitted information for registration. When this occurs, the person must sub-
mit a Notice B containing the correct information.

Article 12. Submission of Notices and Other Matters

A registration notice may be delivered to the Registry in person, by mail, or
by any other method determined by the Chief Registrar.

A registration or a search of information may not be carried out un-
less the applicable fee is paid as provided in the ChiefRegistrar Guide.

The Chief Registrar may enter into an agreement with any person
regarding the method of payment of fees for Registry services. This agree-
ment may include arrangements for deposit of an amount to be held by the
Chief Registrar against which fees for Registry services are debited.

Registry services may be provided only upon payment of the fees set
out in the Chief Registrar Guide.

The hours of operation of the Registry shall be 09:00 to 17:00 Mon-
day to Friday, except official holidays.

EXPLANATORY COMMENT

Services of the Registry are not subsidized by the Government. Users of the
system (persons who submit registration notices and persons who request
search results) pay fees for these services. This article empowers the Chief
Registrar to collect the necessary operating fees. This article also empowers
the Chief Registrar to make special arrangements with high-volume users
of the system for the payment of fees. While the Registry does not permit
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deferred payment for Registry services, it permits deposit accounts. Under a
deposit account system, the user deposits with the Registry an amount of
money in advance of requesting Registry services. Each time a service is
provided, the account is debited by the cost of that service.

Article 13. Maintenance of Registry Documents

The Chief Registrar shall retain registration notices, copies of search re-
sults, and copies of Chief Registrar's certificates in original, digital, or other
form for a period of not less than 10 years after the expiry of the registra-
tion to which the documents relate.

EXPLANATORY COMMENT

The purpose of the requirement set out in Article 13 is to ensure that all
necessary documents associated with a registration are retained for the pur-
poses of litigation involving the Registry.

Article 14. Coming into Effect

The Regulations of Securing Charges come into effect on the first day of
operation of the Registry of Securing Charges, that is, February 1, 2001.
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Limitation on Government Liability:
The Decision on the Council of

Ministers' Limited Liability for Errors
of the Registry of Securing Charges,

Number 24, January 20, 2001

The amounts covered by the Council of Ministers for losses as result of an
omission or a malfunction in the operation of the Registry of Securing
Charges shall not exceed 1,500,000 Lek.

EXPLANATORY COMMENT

The Registry of Securing Charges is a modern computerized registry de-
signed to work accurately in order to encourage chargees as well as others to
rely on the system. While the system provides users with reliable modern
facilities to register and retrieve information from its computerized data-
base, a possibility, although extremely unlikely, exists that the system will
suffer from error or malfunction.

The Decision on the Council of Ministers' Limited Liability for Errors of
the Registry of Securing Charges Number 24, passed by the Council of Min-
isters on January 20, 2001 (hereafter the Decree), has two functions:

1. to limit the amount that can be recovered by a person who suf-
fered loss because of an error or malfunction of the Registry; and

2. to reduce the chances for loss by encouraging chargees to verify
that the information recorded at the Registry is correct.
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The amount that can be recovered for loss as a result of an error or
malfunction of the Registry is limited to 1,500,000 Lek. However, compen-
sation for such claims will be given only if the error is not disclosed on the
confirmation statement or the search result that the Registry sends to the
chargee. If the confirmation statement or the search result shows that mis-
taken information was recorded or used as search criteria, there will be no
liability on the part of the Council of Ministers. (However, the Registry will
correct such mistakes upon request without charging regular fees for such
amendment.)

The following examples illustrate how the provision operates:

Example 1:
January 1: Beta Bank submits a registration notice requesting
registration of a securing charge against debtor: PASHE SH. P. K.
Beta Bank submits the 500 Lek fee together with Notice A.

January 2: The Registry sends a confirmation statement to Beta
Bank with the following information:

THE FOLLOWING INFORMATION
WAS ENTERED:

NAME OF CHARGOR: PASHA SH. P. K.

instead of.

THE FOLLOWING INFORMATION
WAS ENTERED:

NAME OF CHARGOR: PASHE SH. P. K

The Council of Ministers will have no liability for any damage
caused to Beta Bank as a result of the information disclosed in
the confirmation statement. This is so because it was possible
for the chargee to check the information by comparing it to the
information he or she submitted to the Registry.

Example 2:
January 1: Credit Bank submits a search request using as the
search criterion serial number: 1 ABC123. Credit Bank submits
the 500 Lek fee together with Notice D.

154



PART C. SECONDARY LEGISLATION

January 2: The Registry sends a search result to Credit Bank with
the following information:

NUMBER OF REGISTRATIONS FOUND
ACCORDING TO:

2 888JKL is 0

instead of

NUMBER OF REGISTRATIONS FOUND
ACCORDING TO:

1 ABC123 is 1

The Council of Ministers will have no liability for any damage
caused to Credit Bank as a result of the information disclosed in
the search result. This is so because it was possible for the char-
gee to check the information by comparing it to the information
he or she submitted to the Registry.

Example 3:
January 1: Alba Bank submits a registration notice requesting
registration of a securing charge.

January 2: The Registry sends a confirmation statement to Alba
Bank confirming registration of a securing charge with registra-
tion number: A-20010102155959777.

March 1: Asia Bank submits a search request using as the search
criterion the registration number: A-20010102155959777.

March 2: The Registry sends a search result to Asia Bank with
the following information:

NUMBER OF REGISTRATIONS FOUND
ACCORDING TO:

A-20010102155959777 is 0

instead of

NUMBER OF REGISTRATIONS FOUND
ACCORDING TO:

A-20010102155959777 is 1
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In this case, the search result sent to Asia Bank on March 2 did
not disclose the fact that a registration with registration number
A-20010102155959777 is recorded in the Registry database.
Therefore, the Council of Ministers will be liable in case there
are damages as a result of such a mistake. The liability will be
limited to the amount provided in the Decree.

The best approach for chargees is to ensure that the information re-
corded in the Registry database is correct before advancing the credit. This
means that chargees should postpone the advancement of credit until they
examine the confirmation notice and search result from the Registry. In case
of mistakes by the Registry, a chargee can inform the Registry and the Reg-
istry will correct the mistake after examining the original notice submitted
by the chargee. Only after the chargee is satisfied that the information re-
corded in the Registry database is correct should he or she grant the credit.
Article 5 of the Law for Securing Charges supports this approach by allowing
the chargee to sign the securing agreement after he or she registers his or her
securing charge.
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APPENDIX A
The Chief Registrar Guide

I. Purpose of the Guide

The purpose of the Chief Registrar Guide (hereinafter, Guide) is to provide a
single source of information about the registration and subsequent search-
ing of information in the Registry of Securing Charges.

It includes:

* information and instructions for each form used in the Registry
of Securing Charges system;

* examples to guide the reader in ensuring the accuracy of registration;
* the process of searching the Registry of Securing Charges system

once the information has been recorded; and
* the fees for registering and searching the Registry of Securing

Charges system.

NOTE: The Guide is intended to be of assistance to the user and is not a
legal reference or legal interpretation to the Lawfor Securing Charges.

The Guide may be ordered from:
Regjistri i Barreve Siguruese
Rruga "Dora D'Istria"' Nr. 2 (prane Deges se Tatim - Taksave)
Kutia Postare 8362
Tirane, Shqiperi

II. The Registry of Securing Charges

The Registry of Securing Charges is an office of the Ministry of Finance,
created under the Law for Securing Charges, Number 8537, passed by the
Albanian Parliament on October 18, 1999. The Registry is regulated under
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the Regulations of Securing Charges. Refer to these sources for further infor-
mation about the Registry system.

DESCRIPTION

The Registry is a comprehensive registry of securing charges and state claims
against all types of debtors, for example, companies and individuals.

Example:
* A lender can register his or her securing charge against a com-

pany that borrowed money from him or her.
* The state can register a claim against an individual that failed

to pay his or her income tax.

Registration of securing charges in the Registry relates to any type of
movable property (including both tangible and intangible property) but NOT
to immovable property.

Example:
* tangible movable property (goods), such as motor vehicles,

equipment, boats, aircraft, farm machinery; and intangible
movable property, such as accounts, securities (for example,
shares), and intellectual property (trademarks, copyright, etc.).

FUNCTION

The Registry has two functions:

1. to provide a means for chargees (creditors) to register a securing
charge on the tangible movable and intangible property of chargors
(debtors)-registration is one method of determining the relative
priorities between competing claims on the debtor's property; and

2. to provide an inquiry system with accurate and timely informa-
tion for parties interested in purchasing or lending money on the
security of tangible or intangible property.

WHY REGISTER AT THE REGISTRY OF SECURING CHARGES

The registration of the notice serves as a warning to the public of the exist-
ence of a securing charge or a state claim. The general rule in the Law is that
an unregistered securing charge does not have priority over another regis-
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tered securing charge or over other interests in the charged property, such as
the interest of a buyer of the property or of an execution creditor (Law,
Article 11). Therefore, a person MUST register his or her claim against the
property of the debtor in order to maintain the claim's priority. Failure to
register may result in the loss of the securing charge to another claimant.

WHO SHOULD REGISTER AT THE REGISTRY OF SECURING CHARGES

A person who is considered a chargee under the Law should register his or
her claim at the Registry. A chargee may authorize an agent to register for
him or her. The term "registering person" is used to refer to the agent when
he or she registers.

The Law applies to all transactions creating a securing charge on mov-
able or intangible property-whether in the form of a possessory or
nonpossessory pledge.

In addition, several other transactions such as a sale of goods with
retained ownership by the seller, leases for more than one year, consign-
ments, and sale or transfer of accounts fall within the scope of the Law and
therefore MUST be registered in order to protect the priority position of the
seller, lessor, consignor of goods, buyer, or transferee of an account (Law,
Artide 2). The following persons are considered chargees for the purposes
of the Registry and need to register their claims:

* lender who took a securing charge on property of the borrower in
order to secure the repayment of the loan;

* seller of goods under a sale of goods contract that provides for
retained ownership by the seller until the purchase price is paid;

* lessor under a lease of movable property for over one year;
* consignor of goods; and
* buyer or transferee of accounts.

WHY SEARCH AT THE REGISTRY OF SECURING CHARGES

A chargee will search the Registry database prior to granting credit in order
to determine whether the property he or she intends to use as security has a
claim against it and to determine the creditworthiness of the debtor.

A buyer of certain types of goods that are not inventory will search
prior to buying the goods to see if the goods he or she is purchasing are
subject to registered claims.

An unsecured creditor will search the Registry in order to determine
whether there is good reason to obtain an execution order against the mov-
able property of the debtor.
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METHOD OF REGISTERING AND SEARCHING INFORMATION

AT THE REGISTRY OF SECURING CHARGES

Registration is very simple. All that is required is to register a notice of an
existing or future securing charge or of a state claim. The securing agree-
ment creating a securing charge is not registered.

There are several ways to register notices at the Registry. Since the Chief
Registrar must have a hard copy of the notice, there can be no registration
via telephone.

The Chief Registrar allows registration forms and search requests to
be submitted by the following methods:

1. Mail, Courier, or in Person

Completed Notices A, Notices B, Notices C, or Notices D and the schedules
may be mailed, sent by courier, or submitted in person together with the
applicable fee (no cash should be sent by mail) to:

Regjistri i Barreve Siguruese
Rruga "Dora D'Istria', Nr. 2 (prane Deges se Tatim - Taksave)
Kutia Postare 8362
Tirane, Shqiperi

When registering or searching, use ONLY original forms supplied by
the Registry and their schedules issued by the Registry can be used. Each
form (Notice) has a unique number called "Document Number." If the docu-
ments submitted are not original, they will be rejected.

A confirmation statement will be sent back to the registering person,
chargee, and chargor showing the registration details that were recorded in
the system. If the delivery of the registration notice was made in person by
the chargee, chargor, or registering person, this person may be given the
confirmation statement by hand or it may be mailed later.

In case of a search request, a search result will be sent to the searching
person showing information available under the search criteria mentioned
on the search request (Notice D). If the delivery of the search request was
made in person by the chargee, chargor, or searching person, this person
may be given the search result by hand, or it may be mailed later.

2. Fax

The Registry accepts registrations and search requests via facsimile as well.
Here again, only faxes of original forms and their schedules issued by the
Registry will be accepted.
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The confirmation statement or search result will be sent back to the
registering person, chargee, and chargor, or searching party in case of a search
request (Notice D), by fax if a fax number for these parties is mentioned on
the form the Registry receives. When no fax number is mentioned, the con-
firmation statement will be sent by mail.

To register or search information by fax, a person MUST have an ac-
count at the Registry or prove that he or she has made the payment in some
other way in accordance with this Guide.

3. Electronic Mail

To register or search information by e-mail, a person MUST first contact the
Registry to arrange for this service.

III. Registry Account, Fees, and Hours

Any person who conducts business with the Registry may apply for an ac-
count and a password. Clients of the Registry can use this account to pay the
registration and search fees instead of having to send or deliver payment to
the Registry each time a registration or a search is requested. This will also
reduce the chances that a registration or a search request will be rejected
because insufficient funds were submitted for the transaction. The Registry
does not charge for setting up an account.

FEES

The Registry will be unable to register or search information unless full pay-
ment of the fees is submitted. The account at the Registry MUST always
have sufficient funds to cover the fees of the registrations or searches. If a
person does not have an account at the Registry, he or she can submit pay-
ment in person or by mailing a check (drawn to: Registry of Securing
Charges).

The check must be from one of the banks in which the Registry has an
account.

Users can also use electronic bank transfer to the Registry account.

HOURS OF OPERATION

The Registry office operates Monday through Friday, from 0900 to 1700 (but
not during official holidays). It is open to the public between 0930 and 1600.
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IV. The Registry Forms

The Registry uses four kinds of forms: Notice A, Notice B, Notice C, and
Notice D (Notice A and Notice B have schedules.). All forms and schedules
are available at the Registry and can be obtained for a fee during regular
hours of business.

Users who have an identification number may also purchase a diskette
with the notices in digital form.

1. NOTICE A: REGISTRATION OF A SECURING CHARGE

Notice A is most frequently used to register a securing charge under the
Law. It is also used to register the claim of a seller under a sale contract of
goods with retention of ownership, a consignor under a consignment agree-
ment, a buyer or a transferee of an account, and a lessor under a lease agree-
ment of over one year. If there is not enough space in Notice A to record all
the information, the following schedules can be used:

Schedule Al: This schedule is used for additional chargees or chargors.
Schedule A2: This schedule is used for additional collateral.

2. NOTICE B: AMENDMENT TO A REGISTRATION

This notice is used to make changes to an existing registration in the Regis-
try database. Fifteen types of changes can be made. Four schedules are used
in addition to Notice B:

Schedule BI: This schedule is used for subordination of a securing
charge.

Schedule B2: This schedule is used to add, delete, change informa-
tion of, and transfer the right of the chargees or chargors.

Schedule B3: This schedule is used to add, delete, change informa-
tion of, and substitute collateral.

Schedule B4: This schedule is used for authorization by a chargee or
on his or her behalf to process some amendments to an
existing registration.

3. NOTICE C: REGISTRATION OF A STATE CLAIM

This notice is used ONLY to register a state claim. This form is to be used
ONLY by a state agency.
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4. NOTICE D: SEARCH REQUEST

This notice is used for retrieving information from the database of the Regis-
try. Any person may retrieve information in the Registry that is recorded un-
der any of the following: Chargor Name (physical or juridical person), Serial
Number of serial numbered goods (see list), and Registration Number.

5. CONFIRMATION STATEMENT

This statement is used by the Registry to confirm details of the registration
of Notice A, Notice B, or Notice C.

6. REJECTION STATEMENT

This statement is used by the Registry to inform the registering person or
chargee of the reason or reasons why the Registry was unable to record the
information on Notice A, Notice B, or Notice C. Rejection statements are
also used to inform the searching person of the reason or reasons why the
Registry was unable to conduct a search based on the search request sub-
mitted to the Registry.

7. SEARCH RESULT

This document is used by the Registry to show the result of a search con-
ducted after a Notice D was submitted to the Registry.

8. APPLICATION FOR AN ACCOUNT/ID NUMBER

A person who wishes to open an account with the Registry and to receive an
ID number may do so free of charge by submitting to the Registry a com-
pleted application form. This form is also used if a user wishes to change
details recorded under his or her account number and ID number.

NOTE: Carefully check any Document, Confirmation, and Search Result
you received from the Registry. You should notify the Registry immediately
of any error in the information recorded. Failure to do so may affect the
priority of your claim.

V. General Instructions for Completing the Forms

Use the following general guidelines when completing the forms either by a
typewriter, by a computer, or by hand.
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1. CASE

Enter all information in CAPITAL LETTERS. This will reduce the possibil-
ity of having the characters misinterpreted.

2. PUNCTUATION AND ABBREVIATIONS

The following punctuation marks may be used on Registry forms:

TYPE SYMBOL
Ampersand &
Colon
Comma
Dollar sign $
Hyphen
Parentheses ( 
Period
Plus sign +
Quotation marks
Semicolon
Virgule /

The following abbreviations of business types maybe used on Registry forms:

BUSINESS TYPE ABBREVIATION
SHOQCRI ME PERGJEGJtSI SH.P.K.

TE KUFIZUAR
SHOQERI ANONIME SH.A.
SHOQERI KURSIM KREDITI SH.K.K.
SHOQERI BASHKEPUNIMI SH.B.R.

RECIPROK
COMPANY CO.
CORPORATION CORP
INCORPORATED INC.
LIMITED LTD.
LIMITEE LTEE.
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3. ALIGNMENT

Align information on forms carefully so that the characters are placed within
the fields. Do NOT insert characters outside the fields.

Example:
The name XHEMOLLARI SH.P.K. will be written as follows:

X H E M 0 L L A R I SH.P.K.

4. CHARACTERS PER LINE

There is a maximum number of characters allowed per each field. Refer to
Table IV.

VI. Detailed Instructions for Completing the Forms

Use the following specific guidelines when completing the forms either by a
typewriter, by a computer, or by hand. In addition to providing general in-
structions, this part sets out specific instructions on how to complete each
of the following forms correctly:

Notice A: Registration of a Securing Charge (including schedules)
Notice B: Amendment of a Registration (including schedules)
Notice C: Registration of a State Claim
Notice D: Search Request

The instructions are accompanied by examples designed to help the
user avoid making mistakes so submissions to the Registry are not rejected.
The instructions in this part are accompanied by brief explanations of each
item. For additional information, the user should refer to the Law and the
Regulations.

NOTICE A: REGISTRATION OF A SECURING CHARGE

This form is used for the original registration of securing charges. Use Notice
A to register a securing charge, a sale of goods with retained ownership by
the seller, a lease for more than one year, a consignment of goods, and a
purchase or transfer of an account.
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Schedules: Should you require extra pages for additional information, com-
plete the schedules A l and/or A2 using the same instructions as for Notice A.
The appropriate schedules for Notice A are:

Schedule Al: Additional Chargee/Chargor
Schedule A2: Additional Collateral

NOTE: You can use as many schedules as you need for each registration. For
example, you can register four chargees under a single registration. You will
then need to use TWO Schedules Al. Additional information carries addi-
tional fees. Consult Table V of the Guide for the fee schedule. Fees might
change from time to time as approved by the Minister of Finance.

Fees: Submit the completed Notice A, along with your account number and
the password the Registry issued to you, or the applicable fee made payable to:

Regjistri i Barreve Siguruese
Rruga "Dora D'Istria", Nr. 2 (prane Deges se Tatim - Taksave)
Kutia Postare 8362
Tirane, Shqiperi

Typing Instructions: Enter information in UPPER CASE, in specified fields
only, without erasure or alteration.

Example:
The name XHEMOLLARI SH.P.K. will be written as follows:

X H E M 0 L L A R I SH.P.K.

Page - of - Pages

This space is used to record the number of pages in a registration when
one or more schedules are required to record all the information.

Example:
When a Notice A and a single Schedule Al are used, the Notice is
to be marked Page I of 2 Pages and the Schedule is to be marked
Page 2 of 2 Pages.
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PART 1: REGISTRATION LIFE

Under "registration life" indicate the number of years of the life of the regis-
tration. Mark 1 to 25 years if the number of years is 25 or less. If the life of
the registration is more than 25 years or infinity, mark X.

Example:

If you wish to have your registration for 5 years, mark 5 in the
designated area. If you wish to register for 40 years, mark X in
the designated area. If you wish to register for infinity, mark X in
the designated place.

NOTE: The amount of the fee you will pay for the registration is affected by
the number of years chosen. The longer the life of the registration, the higher
the fee. Refer to Table V of this Guide for the exact fee.

PART 2: CHARGEE (CREDITOR)

Provide one of the following:

a) ID Number,

OR
b) Name (Physical or Juridical Person)

ID Number: The identification number can be obtained from the Registry
upon request. If the chargee has such a number, insert it in the space for the
ID number.

Physical Person: Complete this area in the following order: first name, father's
name, last name.

NOTE: Do not use titles such as Dr. or nicknames.

Juridical Person: Enter the registered name exactly as it appears in the court
decision. Do not abbreviate unless the abbreviation is part of the registered
name or is an abbreviation set out in Table I.

NOTE: Complete only ONE field, either the one for physical person or the
one for juridical person, but not both.
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Address: The address MUST indude one line in the field designated for the
"Address" as well as the village or town, district, and the country.

Phone Number: Include phone number together with the area code.

Fax Number: Include the fax number together with the area code if the char-
gee is to receive the confirmation by facsimile.

ElectronicMail: Include e-mail address if the chargee is to receive the confir-
mation by e-mail. In order to use this service, the user must first contact the
Registry.

NOTE: If there is more than one chargee, complete Schedule Al, Part 2
(cont.). Chargees include the following:

* a lender who took a securing charge on property of the borrower
in order to secure the repayment of the loan;

* a seller of goods under a sale of goods contract that provides for
retained ownership by the seller until the purchase price is paid;

* a consignor of goods;
* a lessor under a lease contract of movable property for more than

one year; and
* a buyer or transferee of an account.

PART 3: CHARGOR (DEBTOR)

Physical Person: Complete this part in the following order: first name, father's
name, last name.

NOTE: Do not use titles such as Dr. or nicknames.

Juridical Person: Enter the registered name exactly as it appears in the court
decision. Do not abbreviate unless the abbreviation is part of the registered
name or is an abbreviation set out in Table I.

NOTE: Complete only ONE field, either the one for physical person or the
one for juridical person, but not both.
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Address: The address MUST include one line in the field designated for the
"Address" as well as the village or town, district, and the country.

Phone Number: Include phone number together with the area code.

Fax Number Include the fax number together with the area code if the
chargor is to receive the confirmation by facsimile.

Electronic Mail: Include e-mail address if the chargor is to receive the confir-
mation by e-mail. In order to use this service, the user must first contact the
Registry.

NOTE: If there is more than one chargor, complete Schedule Al, Part 3
(cont.). Chargors include the following:

* a borrower who gives a securing charge on his or her property in
order to secure the repayment of the loan;

* a buyer of goods under a sale of goods contract that provides for
retained ownership by the seller until the purchase price is paid;

* a consignee of goods;
* a lessee under a lease of movable property for more than one year;

and
* a seller or transferor of an account.

PART 4: SERIAL NUMBERED GOODS

NOTE: To determine what types of goods are serial numbered goods and
when the serial number of the goods MUST be included in a registration,
see the Regulations.

The following information is required for the registration of securing charges
on serial numbered goods:

Code If serial numbered goods are registered, enter the applicable CODE
from the list below:
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CODE ITEM
1 Automobile
2 Motorcycle
3 Agriculture Machine
4 Construction (service) Machine
5 Aircraft
6 Boat
7 Motor Vehicle
8 Aircraft Engine
9 Trailer
10 Trolley Bus

Serial Number: List the last 25 alphanumerical characters of the serial
number.

Example:
The serial number ABCDEFGHIJKLMNOPQRST123456789
MUST be written as follows:

EFGHIJKLMNOPQRST12 3456789

Manufacturer, Year: Enter the name of the manufacturer and the year of
production.

NOTE: If more than two serial numbered goods need to be registered, com-
plete Schedule A2, Part 4 (cont.).

PART 5: OTHER COLLATERAL

This part is to be completed for collateral and proceeds collateral that are
not serial numbered goods (Part 4). Include in this part the correct descrip-
tion of the original collateral and proceeds collateral (proceeds collateral is
any movable property that is derived from a dealing with the original collat-
eral). It also includes insurance payments made in connection with any dam-
age to or loss of the original collateral (See Article 1 of the Law).

NOTE: If more space is needed for the description in PART 5, complete
Schedule A2, Part 5 (cont.). At least one item in Part 4 or Part 5 MUST be
completed.
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PART 6: REGISTERING PERSON

NOTE: Complete this part only if the registering person is NOT a chargee
or a chargor under this registration. To complete this part, follow the same
procedure as in Part 2.

PART 7: AUTHORIZED SIGNATURE

Name and Surname: The name and surname of the individual signing the
form MUST be typed in this area.

Signature: This area MUST be signed by the authorizing person.

Account Number and Password: To charge the fees to a personal account es-
tablished with the Registry, both the account number and the password
MUST be included.

Documient Number: Each Notice A has a unique document number located
at the bottom right side of the document. If a Notice A is submitted to-
gether with schedules, the document number MUST be repeated on all at-
tached schedules.

User Reference: This field is used to record any alphanumeric code that the
user chooses for his or her own reference. This is optional.

NOTICE B: AMENDMENT OF A REGISTRATION
This form is used to amend a registration that is still available in the data-
base of the Registry. Details needed to complete the form (e.g., registration
number, name of chargor and chargee, serial numbers, and block num-
bers) will be found on the confirmation statement of the registration to be
changed or on any search result of the registration.

Complete Notice B and the applicable schedules to record one of the
following amendments:

1. Extension of Registration
2. Discharge of Registration
3. Reinstatement of a Discharged or Lapsed Registration
4. Subordination of Registration
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5. Addition of Chargee
6. Deletion of Chargee
7. Change or Transfer of Chargee's Right
8. Addition of Chargor
9. Deletion of Chargor

10. Change or Transfer of Chargor's Right
11. Addition of Collateral
12. Deletion of Collateral
13. Change or Substitution of Collateral
14. Other Changes or Court Order
15. Registry Correction

NOTE: Any amendment to a registration is recorded under the registration
number given to that registration.

Schedules: Should you require extra pages for additional information, com-
plete the following schedules as instructed below:

Schedule BI: Subordination of a Securing Charge;
Schedule B2: Change of Chargee's or Chargor's Details, Addition

and Deletion of Chargee or Chargor, Substitute of Char-
gee or Chargor;

Schedule B3: Addition, Deletion, Substitute of Collateral;
Schedule B4: Discharge of a Registration, Deletion of a Chargee, De-

letion of a Chargor, Deletion of a Collateral, Substitute
of Chargee or Chargor, Substitute of Collateral, Change
of Information on Chargee, Chargor, or Collateral

NOTE: You can use as many schedules as you need for each amendment.
For example: you can delete two chargees under a single amendment. You
will need then to use TWO Schedules B2.

Each of the changes involves different fees. Refer to Table V of the
Guide for the fee schedule. Fees might change from time to time as approved
by the Minister of Finance.

Fees: Submit the completed Notice B, along with your account number and
the password the Registry gave you, or the applicable fee made payable to:

Regjistri i Barreve Siguruese
Rruga "Dora D'Istria", Nr. 2 (prane Deges se Tatim - Taksave)
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Kutia Postare 8362
Tirane, Shqiperi

Typinglnstructions: Enter information in UPPER CASE, in the specified field
only, without erasure or alteration.

Example:
The name XHEMOLLARI SH.P.K. will be written as follows:

X H E M 0 L L A R I SH.P.K.

Page - of - Pages

This space is used to record the number of pages in a registration when
one or more schedules are required to record all the information.

Example:
When a Notice B and a single Schedule BI are used, the notice is
to be marked Page 1 of 2 Pages and the Schedule is to be marked
Page 2 of 2 Pages.

PART 1: REGISTRATION TO BE CHANGED

Registration Number: Enter the alphanumeric registration number assigned
by the Registry to the registration to be changed.

Example:
A-20001110205649234

AND

Name of Chargor or Debtor For verification purposes, indicate one of the
registered chargors or debtors listed on the registration exactly as it appears
on the confirmation statement or search result of the registration to be
changed.
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PART 2: TYPE OF AMENDMENT

NOTE: You must choose only ONE of the following amendments. (The
amendments Other Changes or Court Order and Registry Correction are ex-
ceptions to this rule).

Extension of Registration: Mark X in this amendment to extend the life of an
existing registration. State the number of additional years of extension (I to
25 for up to 25 years or X for more than 25 years or for infinity).

NOTE: The amount of the fee you will pay to extend the registration is af-
fected by the number of years chosen. The longer the extension, the higher
the fee. Refer to Table V of the Guide for the exact fee.

Discharge of a Registration: Mark X in this amendment to remove the regis-
tration from the Registry system.

In addition to Notice B, you must submit a completed Schedule B4.
All the chargees recorded under the registration to be amended MUST sign
Schedule B4.

Reinstatement of a Discharged or Lapsed Registration: Mark X in this amend-
ment to renew a registration. The reinstatement will be valid ONLY if it was
recorded in the Registry system no later than 30 days after the registration
was discharged or has lapsed (for further limitation on reinstatement of a
registration, refer to Article 4 of the Regulations). Choose the number of
years you wish to add to the life of the registration (I to 25 for up to 25 years
or X for more than 25 years or for infinity). (Mandatory in case the registra-
tion lapsed, and optional in case of discharge.)

Subordination: Mark X in this amendment to subordinate a registered se-
curing charge to another registered securing charge on the same collateral.
You MUST complete Schedule B 1 according to the following instructions:
For total subordination, complete (1) and (2), or for partial subordination
complete (1), (2), and (3):

1. Insert in Schedule B 1, Part 1, the number of the registration ben-
eficiary.

2. Insert in Schedule BI, Part 1, the name or the ID number of the
beneficiary chargee.

3. Insert in Schedule B 1, Part 2 and/or Part 3, the block number and
description of the collateral affected, exactly as they appear on the
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confirmation statement or search result of the registration to be
changed.

Addition of Chargee: Mark X in this amendment to add one or more chargees
to the existing registration. You MUST complete Schedule B2, Part la, in
addition to Notice B.

Deletion of Chargee: Mark X in this amendment to delete one or more
chargees from the existing registration. You MUST complete Schedule B2,
Part lb, in addition to Notice B. Do not forget to insert the BLOCK NUM-
BER and the name or the ID number exactly as they appear on the confir-
mation statement or search result of the registration to be changed.

You must submit a completed Schedule B4. All the chargees that are to
be deleted MUST sign Schedule B4.

NOTE: Since at least one chargee must exist in each registration, you cannot
delete a chargee unless at least another one exists in the registration.

Change or Transfer of Chargee's Right: This amendment has two options:

1. Mark X in this amendment to make a change to the chargee's in-
formation, for example, change of address or name; or

2. Mark X in this amendment to register a transfer of the right of the
chargee to another chargee.

The process for each of the two changes is the same; you MUST com-
plete Schedule B2, Part la and lb, in addition to Notice B. First, insert the
new information you want to add (addition of chargee) in Schedule B2,
Part la, and then insert the old information you want to delete (deletion of
chargee) in Schedule B2, Part lb. Do not forget to insert the BLOCK NUM-
BER and the name exactly as they appear on the confirmation statement or
search result of the registration to be changed.

You must submit a completed Schedule B4. All the chargees that are to
be deleted MUST sign Schedule B4.

Addition of Chargor: Mark X in this amendment to add one or more chargors
to the existing registration. You MUST complete Schedule B2, Part 2a, in
addition to Notice B.

Deletion of Chargor: Mark X in this amendment to delete one or more
chargors from the existing registration. You MUST complete Schedule B2,
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Part 2b, in addition to Notice B. Do not forget to insert the BLOCK NUM-
BER and the name exactly as they appear on the confirmation statement or
search result of the registration to be changed.

You must submit a completed Schedule B4. All the chargees recorded
under the registration to be amended MUST sign Schedule B4.

NOTE: Since at least one chargor must exist in each registration, you cannot
delete a chargor unless at least another one exists in the registration.

Change or Transfer of Chargor's Right: This amendment has two options:

1. Mark X in this amendment to make a change to the chargor's in-
formation, for example, change of address or name; or

2. Mark X in this amendment to register a transfer of the right of the
chargor to another chargor.

The process for these two changes is the same; you MUST complete
Schedule B2, Part 2a and 2b, in addition to Notice B. Insert the new infor-
mation you want to add (addition of chargor) in Schedule B2, Part 2a, and
the old information you want to delete (deletion of chargor) in Part 2b. Do
not forget to insert the BLOCK NUMBER and the name exactly as they
appear on the confirmation statement or search result of the registration to
be changed.

You must submit a completed Schedule B4. All the chargees recorded
under the registration to be amended MUST sign Schedule B4.

Addition of Collateral: Mark X in this amendment to add collateral to the
existing registration. You MUST complete Schedule B3, Part la and/or 2a,
in addition to Notice B.

Deletion of Collateral: Mark X in this amendment to delete collateral from
the existing registration. You MUST complete Schedule B3, Part lb and/or
2b, in addition to Notice B. Do not forget to insert the BLOCK NUMBER
(for serial number goods) and the description of the collateral exactly as
they appear on the confirmation statement or search result of the registra-
tion to be changed.

You must submit a completed Schedule B4. All the chargees recorded
under the registration to be amended MUST sign Schedule B4.

NOTE: Since at least one item of collateral must exist in each registration,
you cannot delete an item of collateral unless there is at least another one in
the registration.
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Change or Substitution of Collateral: This amendment has two options:

1. Mark X in this amendment to change the collateral information,
for example, to correct a serial number or year of production; or

2. Mark X in this amendment to register that the existing collateral
is being substituted with another collateral.

The process for these two changes is the same; you MUST complete
Schedule B3, Part 1 and Part 2, in addition to Notice B. Insert the new infor-
mation you want to add (addition of collateral) in Schedule B3, Part la and/
or 2a, and the old information you want to delete (deletion of collateral) in
Part lb and/or 2b. Do not forget to insert the BLOCK NUMBER and the
description of the collateral exactly as they appear on the confirmation state-
ment or search result of the registration to be changed. There is no block
number for Part 2b.

You must submit a completed Schedule B4. All the chargees recorded
under the registration to be amended MUST sign Schedule B4.

Other Changes or Court Order: This amendment has two options:

1. Mark X in this amendment to change a registration that is NOT
mentioned in Notice B; or

2. Mark X in this amendment to make a change to a registration
based on a court decision.

For a change that is NOT mentioned in Notice B, you must include a
description of the change in the space provided in Notice B.

For a change that is the result of a court decision, insert the name of
the court, the date of the order, and a short description of the decision in the
space provided in Notice B.

NOTE: If the court ordered one of the changes listed in Notice B, you MUST
mark an additional X in the type of change the court ordered and then fol-
low the procedure described above for that particular change.

Registry Correction

NOTE: This change is to be used only to correct errors made as a result of
the operation of the Registry and not errors made by users of the Registry.

NOTIFY THE REGISTRY IMMEDIATELY WHEN YOU NOTICE AN ER-
ROR MADE BY THE REGISTRY.
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However, you may also make the change by submitting Notice B to
the Registry. If you choose to do it by submitting Notice B, mark X in the
"Registry Correction" amendment. Second, you MUST mark a second X in
the type of change necessary, in order to correct the Registry error. Third,
follow the procedure described above for the particular change.

PART 3: REGISTERING PERSON

Provide one of the following:

a) ID Number,
OR
b) Name (Physical or Juridical Person)

ID Number: An identification number can be obtained from the Registry
upon request. If the registering person has such a number, insert it in the
space for the ID number.

Physical Person: Complete this area in the following order:first name,father's
name, last name.

NOTE: Do not use titles such as Dr. or nicknames.

Juridical Person: Enter the registered name exactly as it appears in the court
decision. Do not abbreviate unless the abbreviation is part of the registered
name or is an abbreviation set out in Table I.

NOTE: Complete only ONE field, either the one for physical person or the
one for juridical person, but not both.

Address: The address MUST include one line in the field designated for "Ad-
dress" as well as the village or town, district, and the country.

Phone Number: Include a phone number together with the area code.

Fax Number: Include the fax number together with the area code if the reg-
istering person is to receive the confirmation by facsimile.

Electronic Mail: Include e-mail address if the registering person is to receive
the confirmation by e-mail. In order to use this service, the user MUST first
contact the Registry.
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PART 4: AUTHORIZED SIGNATURE

Name and Surname: The name and surname of the individual signing the
form MUST be typed in this area.

Signature: This area MUST be completed by a signature of the authorizing
person.

Account Number and Password: To charge the fees to a personal account es-
tablished with the Registry, both the account number and the password
MUST be included.

Document Number: Each Notice B has a unique document number located
at the bottom right of the document. In case a Notice B is submitted to-
gether with schedules, the document number MUST be repeated on all at-
tached schedules.

User Reference: This field is to record any alphanumeric code that the user
chooses for his or her own reference. This is optional.

NOTICE C: REGISTRATION OF A STATE CLAIM

This form is used for registering a state claim. Notice C is to be used only
by a state agency. A registration of a state claim is valid until it is discharged.

Fees: The state agency should submit the completed Notice C, along with
the state agency account number and the password given by the Registry, or
the applicable fee made payable to:

Regjistri i Barreve Siguruese
Rruga "Dora D'Istria', Nr. 2 (prane Deges se Tatim - Taksave)
Kutia Postare 8362
Tirane, Shqiperi

Typing Instructions: Enter information in UPPER CASE, in specified areas
only, without erasure or alteration.

Example:
The name XHEMOLLARI SH.P.K. will be written as follows:

X H E M 0 L L A R I SH.P.K.
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PART 1: STATE AGENCY

Provide the following:

a) ID Number,
OR
b) Name of the Agency

ID Number: The identification number can be obtained from the Registry
upon request. If the state agency has such a number, insert it in the space for
the ID number.

Agency Name: Enter the name of the state agency, which is the creditor of
the debtor against which the claim is registered.

Address: The address MUST include one line in the field designated for "Ad-
dress" as well as the village or town, district and the country.

Phone Number Include phone number together with the area code.

Fax Number Include the fax number together with the area code if the state
agency is to receive the confirmation by facsimile.

Electronic Mail: Include e-mail address if the state agency is to receive the
confirmation by e-mail. In order to use this service, the user MUST first
contact the Registry.

PART 2: DEBTOR

Physical Person: Complete this area in the following order: first name, father's
name, last name.

NOTE: Do not use titles such as Dr. or nicknames.

Juridical Person: Enter the registered name exactly as it appears in the court
decision. Do not abbreviate unless the abbreviation is part of the registered
name or is an abbreviation set out in Table I.

NOTE: Complete only ONE field, either the one for physical person or the
one for the juridical person, but not both.
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Address: The address MUST include one line in the field designated for "Ad-
dress" as well as the village or town, district, and the country.

Phone Number: Indude phone number together with the area code.

Fax Number: Include the fax number together with the area code if the debtor
is to receive the confirmation by facsimile.

Electronic Mail: Include an e-mail address if the debtor is to receive the con-
firmation by e-mail. In order to use this service, the user MUST first contact
the Registry.

NOTE: Only ONE debtor can be registered under a single Notice C registra-
tion. If the state claim is against more than one debtor, the state agency MUST
complete a separate Notice C for each debtor.

PART 3: BASIS FOR STATE CLAIM

The state agency MUST give details on the state claim, including the name
of the law on which the claim is based, the date the claim was initiated, and
a brief description of the claim itself. Other information on the debtor may
be included here (but is not mandatory), for example, the debtor's fiscal
code.

PART 4: AUTHORIZED SIGNATURE

Name and Surname: The name and surname of the individual signing the
form MUST be typed in this area.

Signature: This area MUST be signed by the authorizing person.

Account Number and Password: To charge the fees to a state agency account
established with the Registry, both the account number and the password
MUST be included.

Document Number: Each Notice C has a unique document number located
at the bottom right of the document.

User Reference: This field is used to record any alphanumeric code that the
user chooses for his or her own reference. This information is optional.
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NOTICE D: SEARCH REQUEST
This form is used for searching and retrieving information from the Regis-
try. A person who is intending to purchase goods or lend money on the
security of property (collateral) may determine whether there are any se-
curing charges or state claims recorded against the name of the person who
is selling the property or offering it as a security for a loan. If the property
includes serial numbered goods, the Registry will also provide a means of
determining all the registrations recorded in the system against a particu-
lar serial number.

Searches of registered information in the Registry may be made in one
of three ways:

Registration Number: This provides information related to a registration re-
corded under a specified registration number and subsequent amendments
to this registration.

Name of Chargor or Debtor (Physical or Juridical Person): This provides in-
formation on registrations recorded under the specified name in the case
of a physical person or juridical person and subsequent amendments to these
registrations.

Serial Number: This provides information on registrations recorded under a
specified serial number of goods that are not inventory and subsequent
amendments to these registrations.

NOTE: The information retrieved from the Registry through a search de-
pends entirely on the search criterion you use. Make sure that the informa-
tion you are using for the search criterion is valid and accurate. If it is not,
you may not be able to retrieve information relating to registered securing
charges and state claims.

Fees: Submit the completed Notice D, along with your account number and
the password the Registry gave you, or the applicable fee made payable to:

Regjistri i Barreve Siguruese
Rruga "Dora D'Istria", Nr. 2 (prane Deges se Tatim - Taksave)
Kutia Postare 8362
Tirane, Shqiperi
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Typing Instructions: Enter information in UPPER CASE in specified areas
only, without erasure or alteration.

Example:
The name: XHEMOLLARI SH.P.K. will be written as follows:

X H E M 0 L L A R I SH.P.K.

PART 1: SEARCHING PERSON

Provide one of the following:

a) ID Number,
OR
b) Name (Physical or Juridical Person)

ID Number: An identification number can be obtained from the Registry
upon request. If the searching person has such a number, insert it in the
space designated for the ID Number.

Physical Person: Complete this area in the following order: first name, father's
name, last name.

NOTE: Do not use titles such as Dr. or nicknames.

Jturidical Person: Enter the registered name exactly as it appears in the court
decision. Do not abbreviate unless the abbreviation is part of the registered
name or is an abbreviation set out in Table I.

NOTE: Complete only ONE field, either the one for physical person or the
one for juridical person, but not both.

Address: The address MUST include one line in the field designated for "Ad-
dress" as well as the village or town, district and the country.

Phone Number: Include phone number together with the area code.

Fax Number: Include the fax number together with the area code, if the
search result is to be sent by facsimile to the searching person.
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Electronic Mail: Include an e-mail number if the search result is to be sent to
the searching person by e-mail. Before this service can be provided, the user
must first contact the Registry.

PART 2: CRITERIA TO BE SEARCHED

This part covers the type of search you wish to conduct.

NOTE: You can insert more than one type of searches in this part. The fees
to be paid are calculated according to the number of search criteria men-
tioned in this Part.

You must insert at least one of the 12 search criteria in Part 2 of the Notice.

Registration Number: You can include up to two registration numbers as
search criteria in each Notice D. Enter the first registration number in the
first space designated for it. Use the second space if you wish to search for a
second registration number.

Physical Person: You can include up to three physical person's names as search
criteria in each Notice D. Enter the first physical person's name in the first
space designated for it. Use the next two spaces if you wish to conduct more
searches based on a physical person's name. Complete this area in the fol-
lowing order: first name, father's name, last name.

NOTE: Do not use titles such as Dr. or nicknames.

Juridical Person: You can include up to three juridical person's names as search
criteria in each Notice D. Enter the first juridical person's name in the first
place designated for it. Use the next two spaces if you wish to conduct more
searches based on the juridical person's name.

NOTE: Enter the registered name exactly as it appears in the court decision.
Do not abbreviate unless the abbreviation is part of the registered name or
is an abbreviation set out in Table I.

Serial Numbered Goods: You can include up to four serial numbers as search
criteria in each Notice D. Enter the first serial number in the first space des-
ignated for it. Use the next three spaces if you wish to conduct more searches
based on serial numbered goods.
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NOTE: Do not forget to properly insert the following information:

Code: Enter the applicable code from the following list:

CODE ITEM
1 Automobile
2 Motorcycle
3 Agriculture Machine
4 Construction (service) Machine
5 Aircraft
6 Boat
7 Motor Vehicle
8 Aircraft Engine
9 Trailer

10 Trolley Bus

Serial Number List the last 25 alphanumerical characters of the serial
number.

Example:
The serial number ABCDEFGHIJKLMNOPQRST123456789
MUST be written as follows:

EFGHIJKLMNOPQRST 1 23456789

Manufacturer, Year Enter the name of the manufacturer and the year of
production.

PART 3: AUTHORIZED SIGNATURE

Name and Surname: The name and surname of the individual signing the
form MUST be typed in this area.

Signature: This area MUST be signed by the authorizing person.

Account Number and Password: To charge the fees to a personal account es-
tablished with the Registry, both the account number and the password
MUST be included.
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Document Number: Each Notice D has a unique document number located
at the bottom right of the document.

User Reference: This field is used to record any alphanumeric code that the
user chooses for his or her own reference. This information is optional.

VII. Confirmation Statements,
Rejection Statements, and Search Results

A. CONFIRMATION STATEMENTS

Confirmation statements are issued by the Registry. Upon registration of
Notice A, Notice B, and Notice C, confirmation statements will be sent to
the parties indicated on the registration. The confirmation statement will
show the assigned registration number, the date and time of registration,
the document number of the Notice, the reference number, and the details
of the information recorded exactly as they appear in the system. The block
numbers where information is stored on the system will also be shown on
the confirmation statement for future reference.

The confirmation statement should be retained by any person who
receives it along with a copy of the notice submitted to the Registry and
supporting documentation, as a permanent record of the information re-
corded in the Registry.

The confirmation statement is provided for two reasons:

1. to permit the registering person to compare the details recorded
in the system with the details the registering person submitted
for registration.

NOTE: The Registry is not responsible for any error in the recording of in-
formation if such error appears on the confirmation statement.

Example:
Chargee submits Notice A with Chargor's name ARTAN AGIM
PASHA. A Confirmation Statement is sent to the chargee con-
firming the recording of a securing charge under the name
ARTAN AGIM PASHE.

Since the Confirmation Statement disclosed the mistake by show-
ing the wrong last name (PASHE instead of the correct last name
PASHA), the Government will not be liable for damages suf-
fered by the chargee that may be a result of this mistake. A per-
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son who receives a confirmation statement MUST verify that
the information recorded is correct, and if an error occurred, he
or she MUST immediately inform the Chief Registrar about such
mistake.

For further information, you should refer to the Council of Ministers
decree regarding limitation on the liability of the Government for mistakes
of the Registry.

2. to complete the details required for Notice B: Amendment to Reg-
istration and Notice D: Search Request.
A confirmation statement is designed as well to provide informa-
tion to a person who wishes to make amendments to a registra-
tion. The information that appears on the confirmation statement
includes the information needed for future amendments. The in-
formation that is recorded after the confirmation statement of the
original registration is issued by the Registry can be found on con-
firmation statements of registrations of Notices A or by conducting
a search based on the registration number as the search criterion.

Example:
January I Notice A is registered with one chargee,

Name: ARTAN AGIM PASHA.
January 2 Registry issues a confirmation statement confirming

one chargee registered, Name: ARTAN AGIM PASHA,
Block Nr.: BMO1, Registration Nr.:
A-20000101121359023.

February 1 Notice B registered; additional chargee. Name:
COLLAKU SH.P.K.

February 2 Registry issues a confirmation statement confirming
second chargee registered, Name: COLLAKU SH.P.K.,
Block Nr.: BM02, Registration Nr.:
B-20000202113347756.

March 1 Notice D is submitted with registration number:
A-20000101121359023 as search criterion.

March 2 Registry issues a search result confirming that such
registration exists with two chargees included:
First chargee name: ARTAN AGIM PASHA,
Block Nr.: BMO1.
Second chargee name: COLLAKU SH.P.K.,
Block Nr.: BM02.
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B. REJECTION STATEMENTS

Rejection statements are issued by the Registry and are sent to the chargee
and the registering person when it is found that a Notice A, B, C, or D can-
not be registered or searched for some reason. The document number is
indicated on the rejection statement and the reasons for the rejection are
explained so that appropriate action can be taken by the registering or search-
ing person. The faulty form submitted will be attached and returned as well.

No fees will be charged for rejection. However, if a person submits
payment in cash, the Registry will hold the money and will apply it to the
registration or search once the correction is made and the Notice is resub-
mitted. A person who decides not to register a Notice or resubmit a search
request after it has been rejected may contact the Registry for a refund.

A typical rejection statement will look like the following:

Date: January 1, 2001
Name: Loaning Bank Ltd.
Address: Rr. Myslym Shyri, Nr. 15, Tirane-Tirane, Shqiperi
Re: Document Number: A-300-001-1234

The attached document has been examined and is be-
ing rejected and returned for the reason(s) indicated
below. Please refer to the Lawfor Securing Charges, Regu-
lations of Securing Charges, and Chief Registrar Guide.
Correct the indicated error(s), and resubmit the docu-
ment for processing along with your account number
and password or the appropriate fees. If you decide not
to resubmit the notice and you have already submitted
fees, contact the Registry for a refund.

Reasons for
Rejection: 1. INSUFFICIENT FUNDS WERE SUBMITTED.

C. SEARCH RESULTS

Search results are issued by the Registry. Upon submission of Notice D, a
search result will be sent to the searching person. The information on the
search result will include the date and time of the search, searching person's
name and address, the search criterion, and any recorded information un-
der each search criterion mentioned on Notice D. The search result will in-
clude the document number and the reference number as well.
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Search Result When Search Criterion Is Registration Number: When the search
criterion is a registration number, the search result will include the original
information recorded when the Notice A or Notice C was registered and any
subsequent recorded information from any Notice B that was submitted to
the Registry. This information will appear on the search result in chrono-

logical order.

Search Result When Search Criterion Is Chargor Name (Physical Person or
Juridical Person): When the search criterion is the name of the chargor, the
search result will include all the registrations recorded in chronological or-
der under this search criterion. The first will be the first registration recorded
under that criterion, including all the amendments to that registration. Be-
low this registration will appear the next registration recorded with all the
amendments to this registration, and so on.

Search Result When Search Criterion Is a Serial Number: When the search
criterion is a serial number, the search result will include all the registrations
recorded in chronological order under this serial number. The first will be
the first registration where the serial number is recorded, including all the
amendments to this registration. Below this registration will appear the next
registration where the serial number is recorded with all the amendments to
this registration, and so on.

VIII. Tables

TABLE I. Abbreviations

BUSINESS TYPE ABBREVIATION

SHOQERI ME PERGJEGJESI TE KUFIZUAR SH.P.K.
SHOQERI ANONIME SH.A.
SHOQERI KURSIM KREDITI SH.K.K.
SHOQERI BASHKEPUNIMI RECIPROK SH.B.R.
COMPANY CO.
CORPORATION CORP.
INCORPORATED INC.
LIMITED LTD.
LIMITEE LTEE.
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TABLE II. Punctuation

ITEM SYMBOL

Ampersand &
Apostrophe
Colon
Comma
Dollar sign $
Hyphen
Parentheses
Period
Plus sign +
Quotation marks
Semicolon
Virgule /

TABLE III. Codes of Serial Numbered Goods

CODE ITEM

1 Automobile
2 Motorcycle
3 Agriculture Machine

4 Construction (service) Machine
5 Aircraft
6 Boat
7 Motor Vehide
8 Aircraft Engine
9 Trailer
10 Trolley Bus
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TABLE IV. Character Field Lengths

MAXIMUM LENGTH
FIELD (including spaces)

Physical Person
First Name 15 characters
Father's Name 15 characters
Last Name 30 characters

Juridical Person I State Agency
Name 75 characters

Address
Address 40 characters
Additional Information on Address 40 characters
Village/Town and District 30 characters
State 30 characters

Serial Numbered Goods
Serial Property Number 25 characters
Manufacturer 30 characters
Year 4 characters
Code 2 characters

Other Collateral / Court Order /
Basis for State Claim 200 characters

Other
Account Number 7 characters
Password 7 characters
ID Number 7 characters
Registration Life/Extension 2 characters
User Reference Number 12 characters
Phone Number 12 characters
Fax Number 12 characters
Electronic Mail 35 characters
Block Number 4 characters
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TABLE V. Fees for Registry Services

TYPE OF SERVICE FEE

Basic Fees
1. Registration of Notice A (1-25 years) 500 Lek
2. Registration of Notice B 500 Lek
3. Registration of Notice C 100 Lek
4. Registration of Notice D 500 Lek

Additional Fees
5. Fees for Life of Registration (Notice A or B)

For Infinity 500 Lek
6. Addition of One Chargee (Notice A or B) 100 Lek
7. Deletion of One Chargee 100 Lek
8. Addition of One Chargor (Notice A or B) 100 Lek
9. Deletion of One Chargor 100 Lek

10. Addition of One Item of Collateral (Notice A or B) 100 Lek
11. Deletion of One Item of Collateral 100 Lek
12. Additional Search 200 Lek
13. Subordination 100 Lek
14. Discharge of One Registration 100 Lek
15. To Obtain a Photocopy 10 Lek/page
16. For a Reprint of a Confirmation Statement

or Search Result 500 Lek
17. To Purchase Registration Forms 150 Lek/10 forms

1,000 Lek/100 forms
18. Chief Registrar Guide 300 Lek
19. A Diskette with the Documents 1,000 Lek
20. For One Request Pursuant to Article 7

of the Lawfor Securing Charges 1,000 Lek
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IX. The Forms

Notice A: REGISTRATION OF A SECURING CHARGE

Notice B: AMENDMENT TO A REGISTRATION

Notice C: REGISTRATION OF A STATE CLAIM

Notice D: SEARCH REQUEST

Schedule Al: ADDITIONAL CHARGEE/CHARGOR

Schedule A2: ADDITIONAL COLLATERAL

Schedule B 1: SUBORDINATION OF A SECURING CHARGE

Schedule B2: CHANGES TO CHARGEE/CHARGOR

Schedule B3: CHANGES TO COLLATERAL

Schedule B4: AUTHORIZATION (PHYSICAL PERSON)

Schedule B4: AUTHORIZATION (JURIDICAL PERSON)
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SHQIPERISE
Faqja e Faqeve

PJESA 1 DEKLARATE E PERSONAVE FIZIKE

Une / Ne, personi/at emri dhe nenshkrimi i te cilit/dieve shfaqet me poshte, autorizoj/me Regjistrin e Barreve

Siguruese te kryeje ndryshimin e regjistrimit Nr. ne perputhie me

informacionin qe paraqitet ne dokumentin Nr. B - bashkengjitur ketij

formulari.

PIESA 2 VERTETIM NENSHKRIMI

Nenshkrimi Nenshkrimi

REPUBLIKA E SHQIPiERiSt

DHOMA E NOTEREVE _

NR. REP. me I

VERTETIM

Sot me date I I perpara meje noterit/es u paraqit/en personalisht

personi/at i/e meposhtem:

1- Z/Znj. (Emri) (Ateia) IMbir-i)

lindur me I I banues nO mbajtes i pasaportes me Nr.

2- Z/Znj. (Eril (Ate5i) (Mbieml)

lindur me I I banues ne mbajtes i pasaporttes me Nr.

madhor/madhore me zotesi tb plote per te vepruar qe me deklaroi/uan se kMtO dokument e ka,ne nenshkruar me
vullnetin e tii/tyre te lire dhe une noteri/ja vertetoj nenshkrimin/et e saj/tij/tyre rregullisht.

NOTER
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SHQIPERISE

Eaqja e Faqeve

PIESA 1 DEKLARATE E PERSONAVE JURIDIKE

Une / Ne, personi/at emri dhe nenshkrimi i te cilit/cileve shfaqet me poshte. autorizoj/me Regjistrin e Barreve

Siguruese te kryeje ndryshimin e regjistrimit Nr. ne perputhje me

informacionin qe paraqitet ne dokumentin Nr. B - bashkengiftur ketij

formulari.

PIESA 2 VERTETIM NENSHKRIMI

Nenshkrimi Nenshkrimi

REPUBLIKA E SHQIPERISE

DHOMA E NOTEREVE

NR. REP. me I I

VERTETIM

Sot me date I I perpara meje noterit/es u paraqit/en personalisht

personi/at i/e meposhtem:

1- Z/Z.j. (Emri) (Atesia) (Mbie-ri)

mbaite& i pasaportes me Nr. ne cilesine e perfaqesuesit te shoqerise

(Emri i shoqeriset

Regjistruar me Vendimin e GjykatEs se Rrethit Tirane Nr. date I I

me seli ne (adresa e plote)

2- Z/Znj. tEnri: (Atesi.) (Mbie-ri)

mbajtes i pasaportes me Nr. ne cilesine e perfaqesuesit te shoqerise

(Emri i shoqerise)

Regjistruar me Vendimin e Gjykates se Rrethit Tirane Nr. date I I

me seli ne (adresa e plote)

qe me deklaroi/uan se kete dokument e ka/ne nenshkruar me vullnetin e saj/tii/tyre te lire dhe ne baze te tagrave qe
i/u eshte dhEne nga shoqeria/te dhe une noteri/ja vertetoj nenshkrimin/et e saj/tii/tyre rregullisht.

NOTER



APPENDIX B
Sample of Securing Agreements

DOCUMENT NO. I

SAMPLE OF A SECURING AGREEMENT:
SPECIFIC COLLATERAL

Disclaimer and Notice

This document represents only the opinions of the authors with respect to
the type of agreement to which the Law for Securing Charges applies. It is
not meant to be a legal interpretation of the Lawfor Securing Charges or to
be used without consulting legal counsel for advice and guidance as to the
legal effect of the Law for Securing Charges.

The terms set out herein are those that, in the opinion of the authors,
are relevant to compliance with the Law for Securing Charges. Additional
terms will be required to address other or more specific parts of the agree-
ment between the parties.

SECURING AGREEMENT
(Specific Collateral: Purchase-Money Securing Charge)

THIS SECURING AGREEMENT made as of this day of
,200_.

BETWEEN:
(Name)

(hereafter referred to as the "Chargor")
AND:

(Name)
(hereafter referred to as the "Chargee")
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The Chargor agrees with the Chargee as follows:

Article 1
CREATION OF CHARGE AND OBLIGATION SECURED

1.1 The Chargor hereby grants to the Chargee a purchase-money secur-
ing charge (hereafter referred to as the "Securing Charge") in the fol-
lowing goods:
(a) 1999 Caterpillar Tractor, Serial Number XYZ123 together with

all parts, fittings, accessories, equipment, special tools, renewals,
and replacements of all or any part thereof, whether now owned
or hereafter acquired by the Chargor (hereafter collectively re-
ferred to as the "Collateral").

1.2 The Securing Charge granted hereby secures payment, performance,
and satisfaction of a loan in the amount of Lek made by the
Chargee to enable the Chargor to acquire the Collateral as well as all
other amounts owing by the Chargor to the Chargee under this or a
related agreement.

Article 2
COVENANTS OF CHARGOR

The Chargor covenants and agrees that it shall:
(a) maintain the Collateral in a condition and state of repair that

preserves the value of the Collateral, reasonable wear and tear
excepted;

(b) upon request, furnish in writing all information concerning the
Collateral and permit the Chargee from time to time to inspect
the Collateral, and for such purpose to enter upon the premises
of the Chargor;

(c) upon demand, execute, acknowledge, and deliver such further
assignments, transfers, and documents as may be reasonably re-
quested by the Chargee in order to give effect to this Agreement
and pay all costs for searches and registrations;

(d) reimburse the Chargee for any costs or expenses, including legal
fees incurred by the Chargee in enforcing this Agreement or re-
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alizing upon the Collateral and all costs associated with registry
searches and registration of notices in relation to the charge cre-
ated by this agreement;

(e) immediately notify the Chargee if the Collateral is damaged, de-
stroyed, expropriated, or stolen;

(f) immediately notify the Chargee of any change in the name of
the Chargor;

(g) not sell, lease, or dispose of the Collateral or any interest therein,
without the prior written consent of the Chargee;

(h) not remove the Collateral from Albania without the permission
of the Chargee;

(i) insure the Collateral for such periods, in such amounts, on such
terms, and against loss or damage by fire and such other risks as
would a prudent company operating in the locations and indus-
try where the Collateral is located and shall pay all premiums
relating thereto.

Artide 3
EVENTS OF DEFAULT

3.1 The happening of any one or more of the following events shall con-
stitute default hereunder (hereafter referred to as "Default"):
(a) if the Chargor should fail to pay the Chargee, when payable, any

amount owing to the Chargee under this or any related agree-
ment, or if the Chargor should fail to perform any other cov-
enant or condition contained in this Agreement or in any other
related agreement between the Chargor and the Chargee;

(b) if any representation made by the Chargor relating to this Agree-
ment or the Collateral is found to be incorrect;

(c) if any process of court shall become enforceable against the
Chargor;

(d) if any other party claiming a securing charge against the Collat-
eral takes steps to enforce its securing charge;

(e) if, in the opinion of the Chargee, upon commercially reasonable
grounds, the Securing Charge or the Collateral is jeopardized or
endangered; or

(f) if the Chargor becomes a bankrupt or any bankruptcy or insol-
vency proceedings are commenced against or by the Chargor.
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Article 4
REMEDIES

4.1 Upon Default, in addition to any other rights or remedies it may have
at law, the Chargee may:
(a) by its officers, employees, or agents at any time, but with the

consent of the Chargor, enter the Chargor's land or premises
where the Collateral or any part thereof may be for the purpose
of taking possession of or removing the Collateral;

(b) in its sole discretion, dedare all or any part of the obligations
that are not by their terms payable on demand to be immedi-
ately due and payable, without demand or notice of any kind,
and collect the entire indebtedness with reasonable expenses in-
cluding court costs, lawyers' fees, and other legal expenses; and

(c) in addition to those rights granted herein and in addition to any
other rights the Chargee may have at law, the Chargee shall have,
both before and after default, all rights and remedies of a Char-
gee under the Lawfor Securing Charges (Albania), including the
right to sell the Collateral and the right to payment of any defi-
ciency to which the Chargee may be entitled to by law.

Article 5
MISCELLANEOUS

5.1 The Chargor hereby authorizes the Chargee to register such notice of
registration forms and other documents and do such acts as the Char-
gee may deem appropriate to complete and continue the Securing
Charge, to protect and preserve the Collateral, and to realize upon the
Securing Charge.

5.2 The Chargee may grant extensions of time and other indulgences, com-
promise, settle, grant releases and discharge, and otherwise deal with
the Chargor and with the Collateral as the Chargee may see fit without
prejudice to the liability of the Chargor or the rights of the Chargee.

5.3 This Agreement is in addition to, and not in substitution for, any other
charge now held or hereafter held by the Chargee, and this Agreement
shall be to the benefit of and be binding upon the parties hereto and
their respective successors and assigns.

5.4 No modification, variation, or amendment of any provision of this
Agreement shall be made except by written agreement, executed by
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the parties hereto, and no waiver of any provision hereof shall be ef-
fective unless in writing.

5.5 This Agreement and the transactions evidenced hereby shall be gov-
erned by and construed in accordance with the laws of Albania, as
may, from time to time, be in effect, including the Law for Securing
Charges (Albania).

5.6 Any notices or other communications required or permitted hereun-
der shall be sufficiently given if personally delivered, sent by registered
mail or facsimile, as follows:

(a) To the Chargee:

(Name)

(Address)

(Facsimile)

(b) To the Chargor:

(Name)

(Address)

(Facsimile)

or in any case to such other address as shall be furnished in writing by
any such party to all of the parties hereto. Such notices or other com-
munications so given shall be deemed to have been given on the

day after the date so mailed or on the date of delivery, in the
case of personal delivery, or facsimile transmission, provided that in
the case of facsimile transmission confirmation by return facsimile is
given.

5.7 In the event any provision of this Agreement, as amended from time
to time, shall be deemed invalid or void, in whole or in part, by any
court of competent jurisdiction, the remaining terms and provisions
of this Agreement shall remain in full force and effect.

5.8 The Chargor hereby acknowledges receipt of a copy of this Agreement.

IN WITNESS WHEREOF, the parties have executed this Agreement as of
the day and year here above written.

(Name and signature of Chargor)

(Name and signature of Chargee)
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DOCUMENT NO. 2

SAMPLE OF A SECURING AGREEMENT:
GENERAL COLLATERAL

Disclaimer and Notice

This document represents only the opinions of the authors with respect to
the type of agreement to which the Law for Securing Charges applies. It is
not meant to be a legal interpretation of the Lawfor Securing Charges or to
be used without consulting legal counsel for advice and guidance as to the
legal effect of the Lawfor Securing Charges.

The terms set out herein are those that, in the opinion of the authors,
are relevant to compliance with the Law for Securing Charges. Additional
terms will be required to address other or more specific parts of the agree-
ment between the parties.

SECURING AGREEMENT
(Collateral Inventory and Accounts-AII Obligations)

THIS SECURING AGREEMENT made as of this _ _ day of
,200_.

BETWEEN:
(Name)

(hereafter referred to as the "Chargor")
AND:

(Name)
(hereafter referred to as the "Chargee")

The Chargor agrees with the Chargee as follows:

ARTICLE 1
INTERPRETATION

1.1 DEFINITIONS
In this Agreement the following terms and expressions have the fol-
lowing meanings:
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(a) "Collateral" has the meaning attributed to such term in Section
2.1 hereof.

(b) "Inventory" means all inventory of the Chargor supplied or fi-
nanced by the Chargee, of whatever kind and wherever situated,
whether now owned or hereafter acquired or reacquired by the
Chargor including all goods, merchandise, raw materials, goods
in process, finished goods, and other tangible personal property
held for sale, lease, or resale or furnished or to be furnished un-
der contracts for service.

(c) "Obligations" means any and all of the obligations, liabilities,
and indebtedness of whatever nature or kind of the Chargor to
the Chargee (including interest thereon and legal fees and dis-
bursements) owing from time to time, whether present or fu-
ture, absolute or contingent, matured or not, extended or
renewed, wheresoever and howsoever incurred, and any ultimate
unpaid balance(s) thereof.

(d) "Receivables" means books, documents, writings, papers, records
and computer records, and all of the present and future accounts,
debts, claims, monetary obligations, and demands of every na-
ture and kind and whether or not evidenced by instruments,
which are now or may hereafter become due, payable, owing, or
accruing due to the Chargor and all proceeds thereof.

1.2 INVALIDITY OF PROVISIONS
Each of the provisions contained in this Agreement is distinct and sev-
erable, and a declaration of invalidity or unenforceability of any such
provision or part thereof by a Court of competent jurisdiction shall
not affect the validity or enforceability of any other provision hereof.

1.3 AMENDMENT, WAIVER
No amendment or waiver of this Agreement shall be binding unless
executed in writing by the party to be bound thereby. No waiver of any
provision of this Agreement shall constitute a waiver of any other pro-
vision nor shall any waiver of any provision of this Agreement consti-
tute a continuing waiver unless otherwise expressly provided.

1.4 GOVERNING LAW
This Agreement shall be governed by and construed in accordance with
the laws of Albania.
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ARTICLE 2
SECURING CHARGE

2.1 CREATION OF SECURING CHARGE
The Chargor hereby grants to the Chargee a Securing Charge (the "Se-
curing Charge") in:
(a) inventory;
(b) receivables; and
(c) all proceeds collateral of any of the foregoing.
(Hereafter the foregoing property shall be collectively referred to as
"Collateral," and any reference to "Collateral" shall be deemed to be a
reference to "Collateral or any part thereof.")

ARTICLE 3
OBLIGATIONS SECURED

3.1 OBLIGATIONS SECURED
The Securing Charge granted hereby secures payment, performance,
and satisfaction of all of the Obligations.

3.2 CONTINUOUS INTEREST
The Securing Charge shall be a continuous charge notwithstanding
that the Obligations may be fluctuating and even may, from time to
time, be reduced to a nil balance and notwithstanding that credit ad-
vanced may be repaid and further credit advanced in respect of which
the Chargor is liable.

3.3 APPLICATION OF PAYMENTS
All monies collected or received by the Chargee from the Chargor shall
be applied on account of the Obligations in such manner as the Char-
gee may in its sole discretion determine.

ARTICLE 4
AGREEMENTS OF THE CHARGOR

4.1 GENERAL AGREEMENTS
The Chargor agrees that:
(a) it shall insure the Collateral for such periods, in such amounts,

on such terms, and against loss or damage by fire and such other
risks as would a prudent company operating in the locations and
industry where the Collateral is located and shall pay all premi-
ums therefor;
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(b) it shall notify the Chargee promptly of:
(i) any change in the name of the Chargor;
(ii) any change in the place of business of the Chargor or, if

the Chargor has more than one place of business, in the
Chief Executive office of the Chargor;

(iii) any change in the location of the Collateral;
(iv) any damage to or loss of Collateral;
(v) the occurrence of any Event of Default (as hereinafter de-

fined);
(c) it shall not sell, lease, or dispose of any Collateral or interest

therein, other than inventory collateral, without the prior writ-
ten consent of the Chargee, and shall sell inventory only in the
ordinary course of business but not after notice to desist from
sale has been given by the Chargee;

(d) in case it changes its name, he shall give, prior to the time the
change of name takes effect by law, a written notice to the Char-
gee of the new name and date upon which such a change of name
is to take effect; and

(e) it shall do, execute, acknowledge, and deliver such registration
notice forms and further assignments, transfers, documents, acts,
matters, and things, including further schedules to this agree-
ment, as may be reasonably requested by the Chargee in order to
give effect to this agreement.

4.2 VERIFICATION OF COLLATERAL
The Chargee shall have the right at any time and, from time to time,
to verify the existence and state of the collateral in any manner the
Chargee may consider appropriate, and the Chargor agrees to fur-
nish all assistance and information and to perform all such acts as
the Chargee may reasonably request in connection therewith and
for such purpose to grant to the Chargee or its agents access to all
places where Collateral may be located and to all premises occupied
by the Chargor.

4.3 EXPENSES
The Chargor shall pay to the Chargee, on demand, all the Chargee's
reasonable costs, charges, and expenses (including, without limitation,
legal fees) in connection with the preparation, registration, or amend-
ment of this Agreement, the completion or preservation of the Secur-
ing Charge, the enforcement by any means of any of the provisions
hereof, or the exercise of any rights, powers, or remedies hereunder or
under the Lawfor Securing Charges.
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ARTICLE 5
COLLECTION OF DEBTS

5. COLLECTION OF DEBTS
Before or after the occurrence of an Event of Default, the Chargee may
give notice of the Securing Charge to any person obligated to pay anv
debt or liability constituting Collateral and may also direct such per-
son to make all payments on account of any such debt or liability to
the Chargee. The Chargor acknowledges that any payments received
by the Chargor from such persons after an Event of Default which is
continuing, whether before or after notification of the Securing Charge
to such person, shall be received and held by the Chargor for the Char-
gee and shall be turned over to the Chargee upon request. After the
occurrence of an Event of Default which is continuing, the Chargor
agrees to deposit all proceeds resulting from the disposition of Inven-
tory into its account with a bank approved by the Chargee.

ARTICLE 6
EVENTS OF DEFAULT

6.1 EVENTS OF DEFAULT
The happening of any of the following events or conditions consti-
tutes a default hereunder and is herein referred to as an "Event of De-
fault":
(a) the failure to perform or observe any obligations, including, with-

out limitation, the nonpayment of any principal, interest, or other
amount forming part of the Obligation when due;

(b) a material misrepresentation made by the Chargor in any agree-
ment or transaction between the Chargor and the Chargee;

(c) the bankruptcy or insolvency of the Chargor, the filing against
the Chargor of a bankruptcy, or insolvency proceedings;

(d) any process of court that becomes enforceable against the
Chargor or the Collateral;

(e) any other party claiming a securing charge against the Chargor's
property taking steps to enforce its securing charge;

(f) if the Chargor ceases or threatens to cease to carry on business
or makes or agrees to make a sale of assets or a substantial por-
tion of its assets without complying with applicable law or with-
out notice to the Chargee;
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(g) if, in the opinion of the Chargee, upon commercially reasonable
grounds, the Securing Charge or the Collateral is jeopardized or
endangered;

6.2 ACCELERATION
Upon the occurrence of an Event of Default or at any time thereafter,
the Chargee in its sole discretion may declare all or any part of the
Obligations that are not by their terms payable on demand to be im-
mediately due and payable, without demand or notice of any kind.

6.3 REMEDIES ON DEFAULT
Upon an Event of Default, the Chargee may, in addition to any other
rights and remedies it may have at law:
(a) elect to retain all or any part of the Collateral in satisfaction of

the Obligations of the Chargor under this Agreement then out-
standing as provided in the Lawfor Securing Charges.

(b) seize, collect, realize, sell, lease, borrow money on the security
of, release to third parties, or otherwise deal with the Collateral
or any part thereof in such manner, upon such terms and condi-
tions, and at such time or times as permitted by the Law for Se-
curing Charges-, and may charge on its own behalf and pay to
others reasonable sums for expenses incurred and for services
rendered in connection with seizing, collecting, realizing, bor-
rowing on the security of, selling, or obtaining payment of the
Collateral and may add the amount of such sums to the indebt-
edness of the Chargor to the Chargee.

(c) proceed to enforce payment and exercise any of the rights and
remedies of the Chargee provided for in the Law for Securing
Charges, as well as any and all other rights and remedies possessed
by the Chargee that are not disallowed by any law of Albania.

6.4 REMEDIES NOT EXCLUSIVE
All rights, powers, and remedies of the Chargee under this Agreement
may be exercised separately or in combination and shall be in addition
to, and not in substitution for, any other security now or hereafter
held by the Chargee and any other rights, powers, and remedies of the
Chargee, however created or arising.

6.5 LIABILITY FOR DEFICIENCY
Subject to applicable law, the Chargor shall remain liable for the per-
formance of any Obligation that is not fully satisfied or discharged by
the application of the proceeds arising from the enforcement of the
Securing Charge against the Obligations.
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ARTICLE 7
GENERAL

7.1 CONTINUING SECURITY
This Agreement and the Securing Charge created hereby are in addi-
tion to and not in substitution for any other securing charge now or
hereafter held by the Chargee, and is intended to be a continuing Agree-
ment and Securing Charge until terminated in writing and signed by
the parties.

7.2 COMMUNICATION
Wherever either party hereto is required or entitled to notify or direct
the other or to make a demand or request upon the other, such notice,
direction, demand, or request shall be in writing and shall be suffi-
ciently given only if physically delivered to the party for whom it is
intended or sent by mail addressed to the party for whom it is in-
tended to the address of such party as set forth below or as changed,
provided that such a change of address is delivered to the other party
in the manner hereinabove set forth. Communication shall be ad-
dressed as follows:

(a) If to the Chargee:

(Name)

(Address)

(Facsimile)

(b) If to the Chargor:

(Name)

(Address)

(Facsimile)

7.3 SUCCESSORS AND ASSIGNS
This Agreement shall be binding on the Chargor and its successors
and shall ensure to the benefit of the Chargee and its successors and
assigns. This Agreement shall be assignable by the Chargee free of any
counterclaims between the Chargor and the Chargee, and the Chargor
shall not assert against an assignee of the Chargee any claim or defense
that the Chargor has against the Chargee.
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7.4 COPY RECEIVED
The Chargor hereby acknowledges receipt of a copy of this Agreement.

IN WITNESS WHEREOF, the Chargor has executed this Agreement as of
the date hereabove written.

(Name of Chargor)
PER:_

IN WITNESS WHEREOF, the Chargee has executed this Agreement as of
the date hereabove written.

(Name of Chargee)
PER:_
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(References are to paragraph numbers of the explanatory comments to the Law

for Securing Charges.)

Accessions chargor, 6

enforcement against, 128 description, 148

meaning of, 125 limitations, 163-64
policy, 126 modification of contract, 158

priorities, see Priorities nonapplication of Chapter V,
213

Account Debtor notification, 155, 157-62, 221

agreement not to assert daims policy, 39

against transferee, 148-53, 156 priorities, see Priorities

definition of, 4 transferee, see Transferee
transferor, see Transferor

Accounts
attachment, 45, 50, 220 After-Acquired (Future) Property

collateral, 9 attachment, 9, 50

definition of, 2-3 description of collateral, 47

enforcement against, 220-21 policy, 50

future accounts, 3 purchase-money securing charge,

guarantor, 71 85
private international law, 256-57 subordination, 143

transfer
agreement not to assert Attachment (creation of a securing

claims against transferee, charge)
148-53, 156 accounts, 45, 50

application of the Law, 32, 37, after-acquired property, 9, 50

39 completion, 51, 64
exclusions, 44 conditional sale agreement, 45

chargee, 5 consignments, 45
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elements of Chargor
ownership, 45, 50 damage to collateral, 147
value, 45, 54-55 definition of, 6-7
written securing agreement, guarantor, 7

45-46 location of, 257
enforcement against chargor, 64 redemption of collateral, see
leases, 45 Remedies
priorities, 53, 80 right to transfer right of, 146; see
proceeds collateral, 72-75 also Consumer Goods and
significance of, 51-52, 64 Inventory

transferor, see Transferor
Bailee
goods in possession of, 205 Chief Registrar

appointment of, 166
Buyer (and lessees) of Collateral definition of, 8
account, see Transferee duties
imported collateral, 260 issue search results, 197, 198
low-value consumer goods, 115 prove authenticity of Registry
ordinary course of business documents, 206

meaning of, 113 refuse to register, 185
policy, 109-12 remove a registration from
securing charges not given by the Registry, 195-96

seller, 114 supervise the Registry
priorities, see Priorities operations, 167
seized collateral, 233, 250-53 suspend Registry operations,
transferee, see Transferee 187

Chargee Collateral
definition of, 5 definition of, 9
duties and liabilities description of

care of collateral, 56-59, 230 registration notice, 77; see
discharge or amendment of also Regulations of Securing

registration, 207-10 Charges
disclosure of information, securing agreement,A46, 47, 50

61-62 disclosure of by chargee, 60
damages, 147,254 exempt property, 41

protection against wrongful increase in value, 58
discharge of registration, 196 possession by chargee, 56-59; see

subordination, 193-94 also Completion
transfer of right of, 154-64 redemption of, see Remedies
transferee, see Transferee risk of loss, 147
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INDEX

Commercial Reasonableness chargor, 6
disposition of collateral, 230, 237 nonapplication of Chapter V, 213
general standard, 215, 217 policy, 39

purchase-money securing charge,
Commingled Goods 21, 84, 86
completion, 129-130
description, 129 Consumer Goods

completion, see Completion

Completion definition of, 12
attachment, 51-52, 64 low value, 115
by possession, 66-67, 117 mandatory discharge of registra-

by registration, 66-67, 117,179 tion, 207
commingled goods, 129-30 private international law, 258
continuity of, 68, 82
document of title, instrument, Disclosure of Information

securities (shares) and money, cost, 63
conflict with other laws, 132-33 demand and response for informa-

conrllst wltn otnerion,w60 622-19
methods of completion, 70, tion, 60-62,192

131,133-35,137-40 disposition of collateral, 239-40
foreign law, see Private Interna-

tional Law Document of Title
meaning of, 64, 65, 67 completion, see Completion
priorities, 65, 80 conflict with other laws, 132
proceeds collateral, 76-77 definition of, 10
purchase-money securing charge explanation, 136-37

inventory, 91 priorities, see Priorities
noninventory, 91

temporary, 66, 69-70, 117 Equipment
definition of, 14

Conflict with Other Laws Execution Creditor
document of title, 132 definition of, 11
immovable property, 44 demand and response of informa-
instrument, 131-33 tion; see Disclosure of Information
international law, 44 priorities, see Priorities
pledge agreements, 261-64
transition, 261-64 Fixtures (including crops)

enforcement against, 124
Consignments meaning of, 120
attachment, 45 policy, 121
chargee, 5 priorities, see Priorities
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Foreign Law Insurance
private international law, 255-60 proceeds collateral, 22, 73

Future Advances Intangible Property
meaning of, 104 definition of, 15
priorities, see Priorities private international law, 255-60
release from obligation, 107

International Law
Good Faith conflict with other laws, 44
general standard, 215-17

Inventory
Goods completion, see Completion
attached to immovable property, definition of, 12-13

see Fixtures priorities, see Priorities
categories of, 12-14; see also sale in ordinary course of business,

Consumer Goods, Equipment, exception, 114
Inventory policy, 109-1 1, 113

commingled, 129-30
definition of, 12 Knowledge
in possession of bailee, see Bailee definition of, 17
serial number, see Serial Numbered delivery of notice and, 18

Goods juridical person (organization), 17
priorities, see Priorities

Guarantor
chargor, 7 Lawfor Securing Charges (Law)
rights of chargee against, 7, 71 central concept, 5, 26

function test, 33-36
Immovable Property (Real Property) nonapplication of Chapter V, 213
conflict with other laws, 44 remedies, see Remedies
fixtures, see Fixtures scope,
nonapplication of the Law, 28,44 consignments, 32, 37, 39

exclusions, 44
Instruments leases, 32, 37, 39-40
completion, see Completion pledge agreements, 33
conflict with other laws, 131-33 transfer of accounts, 32, 37, 39
definition of, 16 sale with reservation of title,
enforcement against, 220-21 32,37,38
policy, 133 securing agreements, 33-36
priorities, see Priorities state claims, Article 28
private international law, 256-57 Paragraph nj
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Leases Pledge Agreements
chargee, 5 application of the Law, 33
chargor, 6 conflict with other laws, 261-64
nonapplication of Chapter V, 213
policy, 39 Priorities
priorities, see Priorities accessions, 126-27
purchase-money securing charge, accounts, 154-58

21,84,86 attachment, 53, 80
term of the lease, 40 basic rule, 78-79

buyers and lessees of goods,
Liability chargee's consent, 116
chargor, 147 inventory, 103, 108-14
chargee, 254 low-value goods, 115
Council of Ministers, 169 proceeds collateral, 77
failure to discharge registration, 210 temporary completion, 70,

77,117,260
Money uncompleted securing charge,
completion, 139 102-3
obligation secured, 58 securing charge not given by
priorities, see Priorities seller, 114
private international law, 256-57 claims arising by operation of the
proceeds collateral, law, 118-19

identification, 74, 75 commingled goods, 130
completion, 77,139 completion, 65, 79-80

continuity of completion, 68, 82
Notice of Registration document of title, 137-38
as evidence, 206 execution creditor,
content, 60 future advances, 105-7
definition of, 19 proceeds collateral, 77
submission of, 171 uncompleted securing charge,

100-101
Obligation Secured fixtures, 123
description of, 42-43 future advances, 104-7
expenses of maintaining collateral, 57 instruments, 131-133, 141-42
foreclosure, 241 knowledge, 70, 77, 81, 100, 102,
redemption of collateral, 247 105-7,111-12, 115, 133, 135,

137,141
Ordinary Course of Business lapse or discharge of a registration,
meaning of, 113 94,97
policy, 109-12 money, 140-41
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INDEX

proceeds from collateral, 73, 75-77, priorities, see Priorities
93 proceeds collateral, 93

proceeds from disposition of promise of loan, 89
collateral, 232-34 sale and repurchase, 87

purchase-money securing charge,
83-93 Registration

registration, 79, 97, 178 amendments,
subordination, 143-45, 193-94 chargee, 191-92
transition, 261-64 chargor, 212

chargor's request or court
Private International Law order, 209-11
accounts, 256-57 discharge,
completion, 256-60 consumer goods, 207
consumer goods, 258 mandatory, 209-11
instruments, 256-57 policy, 208
intangible property, 256-57 reinstatement of, 94-97,
money, 256-57 189-90, 196

subordination, 193-94
Proceeds Collateral wrongful, 94-97
completion, 76-77 extension, 188-90
continuity of securing charge, 72-75 completion, 66-67, 165
definition of, 22-23, 73 confirmation statements,
disposition of collateral, 231 as evidence, 206
identification of, 22, 76 description, 175
insurance, 22, 73 function, 176
money, 74-75 definition of, 24
priorities, see Priorities description of collateral, 77; see also
purchase-money securing charge, 93 Regulations of Secturing Charges

delay, 173
Purchase-Money Securing Charge future agreements, 177-79
definition of, 20-21,89 number of, 174
completion, period of, 180-81, 188

inventory, 91 priorities, see Priorities
non-inventory, 91 rejection notices,

consignments, leases, sale with as evidence, 206
reservation of title, 20-21,83, reasons for rejection, 185-86
86-87 removal of, 195-96

interest and credit, 90 state claims, 24
loan transactions, 86-88 time of, 177-79
policy, 83-85 validity, 172, 182-83, 185-86
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Registry of Securing Charges fees of, 225
definition of, 25 general, 228-29
documents, notification of, 224

as evidence, 206 subordinated chargee notifies, 233
authenticity, 96, 167, 186 supervision by the court, 226-27

malfunction or errors, 169 surplus, 232-34
Ministry of Finance, 166
operation, 168 Sale with Reservation of Title
suspension of operation, 187 chargee, 5

chargor, 6
Regulations of Securing Charges policy, 38
purpose, 168 priorities, see Priorities

purchase-money securing charge,
Remedies 21, 84, 86-87
account debtor, 148-53, 156 sale and repurchase, 87
against accessions, 128
against accounts and instruments, Searches

220-21 meaning of, 197
against chargee, 254 methods of searches, 198
against fixtures, 124 search criteria, 182-84, 199-204
disposition of collateral, search results,

chargor's premises, 229 as evidence, 206
manner of, 237 exact matches, 199
notification of, 235-38 function, 117
proceeds from, 231-32 limitations of, 205
repair of collateral before, 230 requests of, 198
report of, 239-40

execution officer, Securing Agreement
refusal to seize, 225 attachment, 45
role, 228 definition of, 26

executive title, 222-25 description of collateral, 46-47
foreclosure, 241-44 disclosure of information on, 61-63
nonapplication of Chapter V, 213 executive title, 223
redemption of collateral, function test, 33-36

by chargor, 245 provisions in,
by subordinate chargee, 246 addition or waiver of rights
payment of obligation, 247 in, 219
time, 248-49 after-acquired property, 50

seizure, future advances, 104
Code of Civil Procedure, 222-25 release from obligation, 107
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restrictions on dealing with Subordination Agreement
collateral, 110, 163-64 description, 143-44

signature of chargor, 48-49 priorities, see Priorities
registration, see Registration

Securing Charge
definition and description of, 26- Transferee

27, 45, 146, 232 chargee, 5
exempt property, 41 definition of, 30
obligation secured, 42, 231 transfer of accounts, see Accounts

Securities (shares) Transferor
completion, see Completion chargor, 6
definition of, 28-29 definition of, 31
policy, 135 transfer of accounts, see Accounts
priorities, see Priorities

Transition
Serial Numbered Goods conflict with other laws, 261-64
registration, 184
search criterion, see Searches Value, see Attachment

State Claims Waiver of Defenses
application of the Law, 24 enforceability, 148-53, 219
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