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Chapter One
GENERAL PROVISIONS

 
Subject Matter

Article 1

(1) This Act shall govern pledges established without delivery of the pledged property.

(2) There shall be a registry for pledges governed by this Act.

(3) (Repealed, SG No. 42/1999).

 

Form of Contract

Article 2

The pledge contract shall be executed in writing.

 

Pledgor

Article 3

(1)  (Previous  Article  3,  SG  No.  42/1999)  The  pledgor  shall  be  a  merchant  or  a  person  referred  to  in  Article  2  of  the
Commerce Act. 

(2) (New, SG No. 42/1999) The restriction under paragraph (1) shall not apply to a spouse of sole proprietor, and the person
under Article 2 of the Commerce Act, respectively.

(3)  (New,  SG No.  42/1999,  supplemented,  SG No.  19/2003)  The  restriction under  paragraph  (1)  shall  not  apply  to  the
pledge of uncertificated securities, equity shares in general and limited partnerships, limited partnerships with shares and limited
liability companies, as well as of rights in patents for inventions, utility models, registered marks, industrial designs, topologies of
integrated circuits and certificates for plant sorts and animal breeds.
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(4) (New, SG No. 34/2005, supplemented, SG No. 107/2014, effective 1.01.2015) The restriction under Paragraph (1) shall
not apply in respect of any municipalities which secure municipal debt incurred under the terms and according to the procedure
established by the Municipal Debt Act, as well as with regard to the Bank Deposit Insurance Fund, when securing the  loans
used thereby.

 

Property that May Be Pledged

Article 4

(1) The following may be pledged pursuant to the procedures and under the terms and conditions of this Act:

1. accounts receivable, uncertificated securities, and chattel exclusive of ships and aircraft;

2. equity shares in general and limited partnerships, limited partnerships with shares or limited liability companies;

3. (supplemented, SG No. 42/1999) groups of accounts receivable, of machines and equipment, of goods or materials and of
uncertificated securities;

4. (new, SG No. 19/2003)  rights  in patents  for  inventions,  utility models,  registered  marks,  industrial designs,  topologies  of
integrated circuits and certificates for plant sorts and animal breeds.

5. (renumbered from Item 4, SG No. 19/2003) commercial enterprises.

(2) It shall be possible for the pledged property to be defined in generic terms or to be future property. Future crops may be
pledged from either the current, or the following season.

(3) The security rights granted shall extend to the interest earned on a pledged account receivable.

(4) Where pledged chattel is processed or becomes part of other chattel, the security rights granted shall attach to the  newly
formed chattel.

 

Secured Debt

Article 5

(1) It shall be possible for the secured debt to be described in specific or generic terms, as well as to be contingent or future
debt.

(2) The pledge shall secure the debt and all interest and penalties emanating from the secured debt.

 

Pledging the Secured Debt

Article 6

The pledge established under this Act shall continue to secure the secured debt in cases where the secured debt itself is used as
pledged property.

 

Lapse of a Pledge

Article 7

(Amended, SG No. 42/1999)

A pledge  shall lapse  where  a  third  party acquires,  through  a  transaction  executed  by  the  pledgee  within  the  scope  of  his
ordinary activities conducted by occupation, rights in the pledged property, which are incompatible with the pledge law.



Chapter Two
RIGHTS AND OBLIGATIONS OF THE PARTIES

 
Pledgor's Rights

Article 8

(1) The pledgor shall have the right to retain possession of the pledged property.

(2) A pledgor who retains possession of the pledged property shall have the rights:

1. to use the pledged property in his activity, in accordance with its intended use;

2.  (supplemented,  SG No.  42/1999)  to  dispose  of the  pledged  property  through  legal  transactions.  Where  subject  of  the
disposal transactions  are  uncertificated  securities  or  chattel and  rights  which  fall  beyond  the  scope  of  the  ordinary  activity
pursued by the pledgor by occupation, the consent of the pledgee shall be required.

 

Pledgor's Obligations

Article 9

(1) A pledgor who retains possession of the pledged property shall be obligated to keep it with the care of a good merchant
and, in particular, shall:

1. insure the pledged property at his own expense against the common risks accepted in the industry and in a way that enables
the pledgee to benefit from any insurance compensations;

2. inform the pledgee of any damage to or encroachments upon the pledged property;

3. inform the pledgee of all proceedings affecting the pledged property;

4. inform the pledgee in writing of all actions, in law or in fact, that may cause the transfer of title  to,  or  the  creation of third
party rights  in,  or  a  change  in the  identity of the  pledged  property,  as  well as  provide  him with  a  copy  of  the  documents
certifying such transfer of title or creation of third party rights;

5. inform any third parties acquiring rights in the pledged property of the rights of the pledgee;

6. sell the pledged property in case of potential spoiling thereof, after giving notice to the pledgee, and deposit the proceeds of
the sale in a bank account as security for the pledgee.

(2) The pledgor shall be obligated to provide the pledgee with opportunities to examine the condition of the pledged property.

(3) (Supplemented, SG No.  42/1999)  In the  cases  described  in Paragraph (1),  Sub-paragraph 4  hereinabove,  the  pledgor
shall have the obligation to request forthwith the recording in the appropriate registry of any changes in the  rights  in or  in the
identity of the pledged property.

(4)  The  pledgor,  after  receiving a  notification under  Article  33,  Paragraph (1)  of this  Act,  may not  dispose  of the  pledged
property.

(5) The pledgor shall be obligated, upon lapse of the pledge, to satisfy the pledgee with the proceeds received from the transfer
of the property.

 

Pledgee's Rights

Article 10




