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Security Interests (Jersey) Law 201- are compatildie the Convention Rights.

(Signed) Senator A.J.H. Maclean
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REPORT

1.2

INTRODUCTION

This Explanatory Note explains the purpose math provisions of the draft
Security Interests (Jersey) Law 201-. Intangiblepprty in general and
investment securities in particular, are of hugg@dnance as collateral in
modern financing. Jersey is a leading offshoreriva@onal finance centre.
Consequently, it is important that the existingaleijamework governing the
creation of security interests over intangibleképt up to date. This Law
creates a new regime for taking security by repgatlhe existing 1983 Law
although security interests created under the 1988 will remain and
continue in force without amendment after entry ifdrce of Part 3 of the
new Law.

The draft Law is the product of extensive cdtiasion with interested parties,
both through meeting with consultees and receiwrigen comments.

Purpose of this Law

1.3

1.4

The central objective of this Law is to providersey with a simplified,

modern, efficient legal regime for the creationrfeetion, priority, transfer

and enforcement of consensual security interesténtangible movables

(“collateral”) and their proceeds. It is designedgtve Jersey one of the most
up-to-date legal regimes in this field and therdioy enhance Jersey’'s
attractiveness both to local and to foreign investdhis Law will also cover,

for the purposes of perfection and priority onlytright assignments of
receivables, that is, assignments made otherwéselii way of security.

The overriding aim is to facilitate the creatiand protection of security
interests and assignments with the minimum of fditypnand to lay down
priority rules that meet the reasonable expectatiasf the business
community. A number of provisions reflect in a slifipd form the approach
adopted throughout the United States and CanadanaNeéw Zealand and,
most recently, Australia. In addition, much assistahas been derived from
the English Law Commission’s two reportSpompany Security Interests:
A Consultative RepdriandCompany Security Intere$tso far as these relate
to intangibles.

Principal features

15

The principal features of this Law are thedwiing:

° A unified concept of security interest which aceooodates not only
security by possession and title transfer but higmthec (charge).

[ The ability to ensure the creation of a securitgliest in present and
future intangibles with the minimum of formalityrtugh a single
agreement.

! Law Com No. 176 (2004)
2 Law Com No. 296, Cm 6654 (2005)
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[ Provision for a modern electronic filing systemwhich registrations
may be effected and searches made on a computertptter basis
without human intervention, and which is based otice-filing rather
than transaction filing.

° Perfection by control, as an alternative to regtin, for security
interests in deposit accounts and investment desguri

[ A set of priority rules, including protection agsi general insolvency
creditors, which respond to the reasonable expentabf the market.

[ A range of efficient, easily exercisable defadtmedies, but with
safeguards for the grantor of the security interest

1.6 After Part 3 of this Law comes into force, rexwity interest to which the
Law applies may be created except under this Lasigld 12). However, a
person giving security governed by foreign law oweaperty situated outside
Jersey is deemed to have had capacity to give demnlersey law
(Article 13(2)).

Structure of the Law

1.7 Apart from the definitions set out in Article the draft Law covers 8 main
areas. Parts 1 to 3 lay down the interpretation smaghe of the Law and the
conditions for the attachment and perfection ofudgc interests and of
assignments of receivables (that is, assignmeisretse than by way of
security). Parts 4 and 5 deal with the priority afmpeting interests in
collateral and the protection of purchasers. Pa¢s out the rights of an
assignee of receivables and Part 7 the methodsifofcement of security
interests. Part 8 deals with the registration afuséy interests (including
security assignments of receivables) and outrighigaments of receivables.
Finally, Schedule 1 deals with amendments and tepedile Schedule 2
contains transitional provisions.

2 SCOPE
Transactions covered by the Law

2.1 The new Law applies to consensual securityr@sts in intangible movable
property and intangible proceeds, and proceedsoukepds, of such property,
and in addition, for the purposes of perfection gridrity only, the outright
assignments of receivabl@é©utright assignments or re-assignments of other
forms of intangible property, such as loan deld#, dutside the Law, as do
interests in land, which are subject to a distuectiegal regime. The Law
governs only security interests created by agree(@eticle 15(1)). Liens and
other security interests and assignments takirgcelly operation of law and
rights of set-off, combination and netting are astside the scope of the Law
(Article 8).

2.2 In principle the Law is confined to transactiomith a Jersey connection of a
kind set out in Article 4, described in more detadlow. However, under
Article 5, nothing in the Law precludes the partiesn agreeing that in their

% “Assign” means transfer for value otherwise thgmiay of security. An examination of the
provisions specifically referring to the assignmefiteceivables is set out in Part 6. The rest of
this Report is confined to security interests, whitclude assignments by way of security.
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relations with each other the Law is to apply to agreement relating to
intangible movable property, wherever situated,civhivould be governed by
the Law if the agreement was not outside the sobpeticle 4. This ability to
extend the application of the Law is limited toatedns between the parties,
typically the rights and obligations created by sexurity agreement, as
opposed to property rights affecting third partitlse same Article empowers
the parties to agree that a security interest edeahder the prior law and
continuing in force under the new Law without ammedt shall be governed
by the new Law.

“Grantor”; “obligor”; “secured party”

2.3

“Grantor” means the person who grants a sgcimtierest. Usually this will be
the person owing the obligation secured by thergigdaterest, who is termed
the “obligor”, but this is not necessarily the caas® a security interest may be
given to secure the obligations not of the gratuetr of a third party. The
person to whom the security interest is grantaérnsed the “secured party”,
who may hold for his own benefit or for the benefitanother person or for
the benefit of both. So a security interest mayaien by a person as trustee
for others.

“Security agreement”; “security interest”

2.4

2.5

“Security agreement” means an agreement tkeates or makes provision for
a security interest, and includes an agreementvtras, renews or extends a
security agreement as well as writing that evidereeecurity agreement. A
“security interest” is an interest in intangible vable property, being an
interest that, under a security agreement, seqagsent or performance of
an obligation. The phrase “security interest” issla generic term covering all
existing forms of security created or provided lbyr a security agreement,
including mortgages, charges (hypothecs), pledges @ntractual liens.
Parties are free to adhere to existing terminoliogtheir agreements but for
the purposes of the Law the old labels are repldmgdhe single label
“security interest”. The new Law removes the barte a hypothec of
intangible movable property, a barrier creatingedosis obstacle to modern
financing, and also makes it clear that a secuntgrest can be taken over
after-acquired property. To avoid doubt, Articl@Bthe new Law provides
that a bank holding a deposit of money and a siesiintermediary having
an obligation to transfer securities or cash caim d¢ake a security interest in
its own obligation.

The concept of a floating charge, by which btolecompany is by the terms
of the security agreement given power to disposiésaissets in the ordinary
course of business free from the security inteigestpt known to Jersey law,
nor is it recognised as a distinct form of secuntyder the new Law.

However, there is nothing to preclude a companyethédr or not registered in
Jersey, from creating a floating charge over priypsituated in a jurisdiction

whose law provides for it. So a Jersey or foreigmpany could grant under,
say, English law a floating charge over propertyated in England. But

once the property moves to Jersey the securitygstattracts all the incidents
of Jersey law.

Page - 6 States &

P.88/2011 of Jersey



“Intangible movable property”

2.6

2.7

Intangible movable property means a documentagngible or any other
movable property that does not consist of goodspeyq(in the sense of
currency) or documents of title to goods (Articje Though physical money
is excluded, other forms of cash, namely chequedtsdand deposit accounts,
are within the Law.

Intangible movables are of 2kinds. The firgingists of documentary
intangibles; that is, rights to money or securig@sbodied in an instrument
which can be transferred by delivery of the insteatwith any necessary
endorsement and can thus be the subject of a posgescurity interest. Into
this first category fall negotiable instrumentslibbf exchange, promissory
notes and the like) and negotiable investment #@sisuch as bearer bonds
and bearer shares. The second kind comprises el attangibles (in this
Report termed “non-documentary intangibles”) insofes they are not
excluded by Article 8 or Article 9. Into this secbnategory fall all types of
investment security, as well as policies of insaeandeposit accounts,
receivables arising from the supply of goods amdises, debts repayable
under loan agreements or promissory notes and otbetract rights,
including contractual rights to the delivery of gsp but not the goods
themselves. “Investment security” is given a wideamng, covering most
forms of financial collateral, including propertyeld in a securities or
commodities account with an intermediary and comitiexd futures and
options contracts. It should be noted that cestéid registered securities,
insurance policies and other written contracts,udfiio evidenced by a
document, are not documentary intangibles, bectheselocument does not
embody the right so as to enable it to be transfieloy manual delivery.

“Proceeds”

2.8

The Law covers not only original collateral Bproceeds” (Articles 16,
24(b)). Proceeds are any identifiable or tracephdperty in which the grantor
of a security interest acquires an interest andchvtderives directly or
indirectly from a dealing with collateral or its qmeeds. This includes
anything acquired in exchange for, or in redemptignintangible movable
property, including proceeds of sale, insurancecgeds and proceeds of
proceeds. However, the Law applies only to thosecgwds that are:
(a) intangible movable property, (b) derived dikgcbr indirectly from
intangible property, and (c) not excluded by AHi8l So if shares given in
security are sold by the grantor against paymena dfanker’'s draft, the
security interest attaches to the draft and anwltieg proceeds. If the
proceeds are then utilised to buy a car which tisrlaold, giving rise to a
receivable, then although the Law does not apptipecsecurity interest in the
car it does apply to the later security intereghim proceeds of sale. Excluded
are interest, dividends or other income, which moemally considered to
belong to the grantor. It is, however, open tophdies to give security over
these items as original collateral.

Classification of collateral

2.9 As pointed out above, the primary classificatidivides collateral into
(A) documentary intangibles and (B) non-documentamyangibles. The
reason for this is that only documentary intangiblend themselves to
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(A)
2.10

(B)
2.11

D
2.12

)
2.13

attachment and perfection by possession and havgscal location for the
purpose of determining their situation under Agidl1)(a)(i).

Documentary Intangibles

Documentary intangibles are themselves ofméi negotiable instruments
and negotiable investment securities. Broadly dmaesrules apply to each.
However, negotiable instruments remain governeadnotiable instruments
law, so that nothing in the Law affects the righfsa holder in due course
(Article 37).

Non-Documentary Intangibles

Non-documentary intangibles are divided bylthe into 3 broad categories,
intangibles governed by the rules on control, resd@lies and other intangibles.

I ntangibles governed by the rules on control

Article 3 deals with the concept of controlscdissed below in paragraphs
2.23 et seq Three classes of intangible are susceptible tdeg@on by
control, which carries with it priority. First, the aredeposit accountsin
which a security interest can be perfected not dnlyregistration but by
control (Article 3(3)), carrying with it priority Article 30). Then there are
securities accounts with an intermediawyhich are for the most part treated
by the Law in the same way as it treats deposibwuts. The method of
perfection by control is in essence the same (Kr8¢3) and (4)), as are the
priority rules (Article 30). However, a securityténest in securities accounts
cannot be perfected by assignment and notice ofgrament to the
intermediary. In this respect the perfection rudé@fer from those applicable
to deposit accounts. Subject to the agreement ketwee parties a security
interest in a securities account covers all sdesrftom time to time credited
to that account. It is open to the parties, howetgecreate a security interest
in particular securities within the account. Inther case does the secured
party acquire rights direct against the issuer bigaer-tier intermediary; its
rights can be asserted only against the intermggidh which it has a control
agreement and its security interest is limited far@portionate interest (with
other account holders having interests in the saltass of securities) in
whatever securities credited to the securities @utcaare held by the
intermediary. Thirdly, there amon-negotiable investment securitieghich
are subject to special rules of control varyingoadmg to whether they are
registered certificated securities or uncertifidateecurities held in a
settlement system (Article 3(5) and (6)).

Receivables

The primary reason for isolating receivablesaalistinct category is that the
perfection and priority rules of the Law govern narely security interests in
receivables but also outright assignments of them, by way of sale under
factoring, invoice discounting or securitisatiomaaigements. The definition
of “receivable” in Article 1 is restricted to moaey obligations arising from
the supply of goods or services (other than instgaervices) and the supply
of energy. Specifically excluded are loans, depasitounts and rights to
payment embodied in an instrument or an investmsedurity. Loan
participations also fall outside the definition.
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2.14  There are 3 reasons for treating receivaldesdistinct category. Firstly, they
are not susceptible to control in the sense usefiticle 3 of the Law and
therefore must be treated separately from deposduats, securities accounts
and investment securities. Secondly, for the reagpven in paragraph 6.3,
the perfection and priority rules of the Law extéadhe sale or other outright
disposition of receivables, as typified by factgriand invoice discounting
arrangements, but these reasons are not applitabile sale of debts arising
from loans. Thirdly, in order to maintain the fre®vement of receivables in
the stream of trade, Article 39 overrides contraktprohibitions against
assignment, but the same policy reasons do noty ajplno-assignment
clauses in loan agreements or to the securitisafitman obligations.

(©)) Other intangibles

2.15 This category embraces all other non-documemtéangibles not excluded
by Article 8 or Article 9. Into this residual catey fall rights to repayment
under loan agreements, loan participations and atbratract rights. Security
interests in these can be perfected only by registr and fall outside Part 6
dealing with assignments of receivables.

Territorial scope

2.16  Article 4 describes the territorial scopehs taw. The key idea is to confine
the Law to intangible movable property situated Jersey. This is
straightforward for documentary intangibles, #iisof which is the location
of the negotiable instrument or negotiable investingecurity at the time of
making of the security agreement. However, conalderdifficulties can arise
from ascribing an artificiaitusto non-documentary intangibles. Accordingly
Article 4 does not seek to do this but in the ies¢s of greater certainty
selects a more appropriate link to Jersey. So the applies to a security
interest in —

D directly held non-negotiable investment se@silisted on a register
maintained in Jersey or by a Jersey company or byersey
individual;

2) investment securities held through an accouti an intermediary
where the account is maintained in Jersey;

3) deposit accounts maintained in Jersey; and

4) any other intangibles (for example, receivaldesordinary contract
rights) where the account debtor or other persomgihe obligation
is a Jersey company or a Jersey individual.

Choice of law to govern intangible property situated outside Jersey

2.17  Article 5 allows the parties to a securityesmgnent over intangible property to
apply the Law, in their relations with each othtera security interest which
falls outside Article 4 but would otherwise be viiithhe Law. This gives the
parties the ability to enjoy the advantages of lthes for a security interest
over foreign intangible movables, for example, with there being the
requisite connection to Jersey, though only inrthelations with each other,
so that the rights of third parties are not affdcte
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Impact on security interest created under a foreigrhaw

2.18

2.19

2.20

2.21

The starting point is that, despite Articldis Law does not affect any right
acquired in relation to intangible property undée tlaw of a foreign
jurisdiction while that property is situated withithat jurisdiction, and
Article 13 makes it clear that a Jersey companyndividual is deemed to
have capacity to give security governed by fordimym over assets situated
outside Jersey. This reflects the widely adoptedciple that a dealing in
movable property is governed by the law of its afian (ex situs lex rei
sitag at the time of the dealing. Moreover, if the g#guinterest was not
merely created but perfected under the foreign \vile the property was
situated in the foreign jurisdiction and the prdpes later moved to Jersey it
enjoys temporary automatic perfection for 30 daii¢le 28(2)), after which
it will become unperfected if not perfected undes tLaw. If perfected under
this Law within the 30 day period it will be tredtas perfected as from the
time it was perfected under the foreign law. Howeifethe security interest
created under the foreign law was not perfectedeunidat law then on
removal of the property to Jersey the securityregie does not enjoy any
period of automatic perfection and becomes an deped interest
immediately on removal to Jersey unless and uatiiggted under this Law.

In either case an unperfected security intéseallnerable to subordination to
a subsequent security interest and to invalidigirzg) a subsequent purchaser
or the Viscount or a liquidator or administratoegsparagraph 9.1). As stated
earlier, a Jersey grantor giving security over prgpsituated outside Jersey is
deemed to have had capacity to give it under theolaJersey (Article 13(2)).
This re-enacts Article 12 of the Security Interddtysey) Law 1983.

Once the property in respect of which righagehbeen created under foreign
law moves to Jersey it attracts all the incideritthe new Law, so that, for

example, as previously stated a security interestted under English law as a
floating charge becomes recharacterised as a figedrity interest under the
Law.

In other words, the fact that a security edgercreated under English law is
expressed as a floating charge does not by iteslfppne attachment in the
absence of agreement to that effect. Despite lieigtantor is entitled to deal
in the collateral from time to time if that is ic@rdance with the security
agreement. Such a dealing is not incompatible aviiRed security interest for

the purpose of the Law.

Aspects of security

2.22

The draft Law deals with the attachment, mtida and priority of security
interests, together with enforcement rights and thgistration system.
Attachmentdenotes the creation of a security interest stw d&® enforceable
against a grantor and a restricted category ofl {hérrties (see paragraph 3.1).
Perfection denotes the further step required to give the rgcinterest
protection against other (most) third parties, udahg a trustee or liquidator.
Typically this involves an act which gives thirdrid@s notice of the existence
of the interest, such as possession of a negotiabteument or certificate
embodying a negotiable investment security or teggisen in a public register
or which gives the secured creditor control ovee timtangible (see
paragraph 2.23). Perfection, though necessary @sepvepriority, does not
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guarantee priority, which is determined by priorityles dealing with the
ranking of competing interests.

The concept of control

2.23  An important feature of the new Law is the aapt of control of collateral.
This provides in relation to non-documentary inihtes the equivalent of
what is provided by possession as regards docungantangibles. Control is
an alternative to possession as an ingredientatlanent (Article 18(1)) and
as a method of perfection (Article 22(3)), and ®lation to investment
securities and deposit accounts control confersriprias against a secured
party who does not have control (Article 30(2)).dssence it consists of an
arrangement by which the secured party is able aee hrecourse to the
collateral without further assent or assistancmftioe grantor.

When a secured party has control

2.24  Article 3 sets out the conditions in whicheagwged party has control. Since a
security interest in documentary intangibles agacland is perfected by
possession, Article 3 is confined to non-documegntatangibles, and more
specifically to such of these as are susceptibleawtrol, namely deposit
accounts, securities accounts and non-negotiablkesiment securities. The
concept of control therefore has no applicatioret®ivables or other ordinary
debts or contract rights, for the reason statedpamagraph 2.25. What
constitutes control of collateral within the scagfeArticle 3 depends on the
character of the intangible in question, but inrg\@ase control depends upon
the relevant security agreement being in writingtitte 3), “writing” being
defined by Article 1.

Deposit account

2.25 Article 3 provides 4 methods of obtaining cohbf a deposit account. The
first is where this is transferred into the namethed secured party with the
written agreement of the grantor and the bank beroinstitution with which
the deposit is held. This is a novation and is gtrengest form of control,
giving the secured party the protection againstitbarty claims provided by
Article 38. The second is where the 3 parties aghe¢ the bank or other
institution will comply with the instructions of ¢hsecured party directing the
disposition of funds in the account. This suffitesgive control even if the
grantor retains the right to direct the dispositafunds in the absence of a
contrary direction from the secured party. The sstuparty’s ability to
intervene in the operation of the account suffisélsether or not it does so.
The third method is by an assignment in writingway of security signed by
or on behalf of the grantor and written noticetw fissignment to the bank or
other institution with which the deposit accounhild. The reason why this
method of control is available in relation to depascounts but not in
relation to receivables or ordinary debts is tleg &ccount debtor, being a
financial institution, and as such likely to be ukged, can be expected to
comply with the notice of assignment. The fourththoe is where the secured
party is the bank or other institution with whidietdeposit account is held,
for in this case it is able to prevent or restit@ withdrawal of funds from the
account.

States% Page - 11
of Jersey P.88/2011



Securities account with an intermediary

2.26

Where the collateral consists of a securét@®unt held with an intermediary,
the methods of control are the same as for a deposbunt except that
control by assignment and notice of assignmenbisan available method of
control. This is because the secured party doedhane the same ability to
deal with the account as a secured party who httdsintermediary’s
agreement to act on that party’s instructions. Titermediary may, for
example, be unclear as to its duty on receivingtce of assignment and it
may have stipulated that it will not accept a r®tid assignment. Moreover,
an assignee takes subject to defences and, wiithitis,| to rights of set-off, so
again is in a weaker position than one who hasrobuf the account by
agreement of the intermediary. For the same reasosscurity interest in a
securities account cannot be perfected by assignnaew notice of
assignment. Control can be taken over the sewurétaeount as such, thus
covering all securities from time to time credited the account, or over
specific securities within the account.

Certificated registered investment security

2.27

A secured party has control of a certificategistered investment security if
registered as holder with the issuer or in possassf the certificate and a
written form of transfer signed by the grantorawdur of the secured party or
in blank (as previously mentioned, if the investingecurity is a negotiable
security mere possession of the certificate suffiedgthout any transfer
instrument).

Uncertificated registered investment security

2.28

3

Where the investment security is not represkby a certificate and is held in
a settlement system, such as the CREST systemtegdna Euroclear UK &

Ireland, any one of 4 methods of control is avadafl he first is where the
operator of the system, on the instructions of régistered holder of the
investment security, opens a sub-account in theensl name but with a
power of attorney to the secured party over theestment security. The
second is where, on the written instructions of thgistered holder, the
operator is permitted to effect a transfer of tittdy on the instructions of the
secured party. The third is by entry of the secupady on the register
maintained by or on behalf of the operator of tiistem (this is for cases
where such a register, rather than that of theeisi¢self, is the primary record
of entitlement, as in the CREST system). The foigthy entry of the secured
party in the register maintained by or on behathefissuer.

ATTACHMENT AND PERFECTION

Attachment of security interest

3.1

Article 18 deals with the elements necessarytte attachment of a security
interest — in other words, the formalities for tbeeation of the security
interest so as to make it enforceable againstridnetgr (Article 17). However,
where the security interest has attached it isreafble not only against the
grantor but against third parties except so fathasLaw otherwise provides
(Article 15(3)). In most cases a security intengt be unenforceable against
third parties unless it has not only attached kénbperfected as described
below. But there are cases in which even an ungtedesecurity interest is
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3.2

3.3

3.4

enforceable against third parties. In particularpaperfected security interest
has priority over —

(a) a subsequent unperfected security interesic{&29(1)g)),
(b) a subordinated interest (Article 32) and

(©) the interest of an acquirer for value who wamgy to the transaction
creating or providing for the security interesttféle 35).

There are 3 requirements for attachment —
(@) the secured party must have furnished value;

(b) the grantor must have rights in the collatettabugh not necessarily
full ownership; and

(© either the secured party must have possessionowntrol of the
collateral or the security agreement must be itingrisigned by or on
behalf of the grantor and contain a descriptiontluf collateral
sufficient to identify it (Article 18(1)(c)(ii)).

The word “value” has been used as a neutral teravead the complexities
associated with botbause(civil law) and consideration (common law). It is
worth noting that value includes an antecedent aebliability, and that
“Writing” and “signed” are defined to include elemtic documents and
signatures. Where the secured party has possebsomn is no need for the
security agreement to be in writing. Possessionfispurse, possible only in
the case of documentary intangibles, that is, nalglet instruments and
negotiable securities Where the secured party basrat, this presupposes
that (except where the collateral consists of segesr held with an
intermediary or a bank deposit account and therdggdnterest is in favour of
the intermediary or bank itself) there is a writegreement of some kind,
though the writing need not be a signed writing dmel agreement is not
necessarily the security agreement. If, however,sécured creditor does not
have either possession or control it is necesdaat the grantor shall have
signed a security agreement containing a descaniptth the collateral
sufficient to identify it (Article 18(1)(c)(ii)).

The identification requirements, set out inidet18(2), are very flexible; for

example, they enable security to be taken oveomlany category of the
grantor’s present and future collateral. Moreowesecurity interest in future
collateral attaches when the collateral is acquiwathout the need for a new
act of transfer (see Article 19(2)). It is not nesary that the future collateral
be identified at the time of the security agreemédntsuffices that after

acquisition it is identifiable as falling within ehscope of the security
agreement. So a security interest over all the tgran after-acquired

investment property would be a sufficient desooipti

There is an automatic attachment in favour eéeurities intermediary who
credits its customer’'s securities account with dées bought for the
customer by the intermediary to secure the pricaackd by the intermediary
on the customer’s behalf (Article 20(1)). Such ausey interest is given in
order to provide the intermediary with an assurahaéfunds expended on its
customer’s behalf will be able to be recouped fthmpurchased securities if
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the customer fails to reimburse the intermediarynil8rly the securities
intermediary in such a case has control of theataial (Article 3(4)(c)), and
its attached interest is automatically perfectedtts same time (see
Article 22(2)).

Perfection of the security interest

3.5

3.6

3.7

3.8

3.9

The purpose of perfection is, first, to protdet secured creditor’s priority
against subsequent secured creditors and an dusragjuirer for value and,

secondly, to avoid invalidation on the grantor’sdlvency. An unperfected
security interest is subordinate to a subsequerfiégied security interest; a
person acquiring for value takes free of an unpgetesecurity interest unless
they are a party to the transaction creating ovigiag for it; and a security

interest not perfected before the commencemeriteofitantor’'s bankruptcy is
void against the Viscount or a liquidator, or amadstrator appointed by the
court (Article 59(1)).

The first requirement for perfection is tha¢ thecurity interest has attached.
The mode of perfection depends on the nature ofcttlateral. A security
interest in any kind of collateral can be perfedtgdegistration of a financing
statement (see paragraph 8.3 as to financing statsinunless the security
interest is in investment securities and has atthchAutomatically under
Article 20, in which case it is automatically peatied. A security interest in a
documentary intangible may also be perfected bygmsson and a security
interest in a deposit account, securities accountegistered investment
security may also be perfected by control. Sineeeurity interest perfected
by possession or control has priority over one gmtefd by registration, the
latter form of perfection is of limited value andlivtypically be of use only
where the documentary intangible forms part of amibus security over
present and future assets rather than being spbjifidentified as the subject
of the security interest. “Securities account” asvany account with an
intermediary to which financial assets may be ¢eeddor debited, including a
commodity futures account, and includes particidacurities within the
account. A security interest in, or an assignméntexeivables requires to be
perfected by registration (Article 22(3)), therarigeno other specified mode
of perfection. Notice to the account debtor doetssniffice. The same is true
of a security interest in a securities account (sgagraph 2.26), which must
be perfected either by control or by registratitrgugh the latter is neither
required nor available in cases of automatic pédeainder Article 20.

A security interest in proceeds of collateral a continuously perfected
security interest if: (a) the category of procemsddescribed (e.g. “proceeds of
the debtor’s receivables”) or (b) the proceedsadra kind falling within the
description of the original collateral, as where triginal collateral consists
of investment securities which are sold and thegeds reinvested in other
securities.

Where a security interest perfected in one isaater perfected in another
way without an interval the security interest isntouously perfected
(Article 23).

The steps to perfection can be taken in angrofdrticle 21(2)), so that an
intending secured creditor can register beforestdoairity agreement has been
concluded and other ingredients of perfection lfelii and perfection will go
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3.10

4,

back to the time of registration. Security intesesh proceeds and in
negotiable instruments and negotiable securitiesred to the grantor enjoy
a period of temporary automatic perfection (ArticB6 and 27), on the expiry
of which they need to perfected in the ordinary way

Article 28 provides for the temporary automaperfection of a security
interest created and perfected under the law othangurisdiction over
collateral then situated in that jurisdiction bubsequently removed to Jersey.
If the security interest is perfected within 30 slayis treated as perfected as
from the time of perfection under the law of thehest jurisdiction
(Article 28(2)(c)), otherwise it is perfected undiis Law only when the
necessary perfection steps have been taken. I§abarity interest had not
been perfected under the foreign law it may bego¢efl under this Law and
its perfection starts from that time (Article 28(3)

PRIORITIES

Basic priority rules

4.1

4.2

The priority rules in Part4 apply alike toginial collateral and proceeds.
Article 29 lays down the residual priority rulegpticable where none of the
specific rules which follow applies. These residudés are that a perfected
security interest has priority over an unperfecedurity interest; where both
interests are unperfected, priority is determingdh® order of attachment;
and as between two or more perfected securitydstgrpriority goes to the
security interest in relation to which any of tieldwing events first occurred:

€) a financing statement was registered;
(b) the secured party took possession or contrbleocollateral; or
the security interest was temporarily perfectedeurtde Law.

It should be noted that, as between 2 perfeatéetests, the order of

perfection is not determinative. If, for example,fiaancing statement is

registered in advance of the conclusion of the riigcagreement and the

grantor then grants a security interest to angbhety which is perfected first,

then although that interest initially has prioritywill be subordinated to the

first interest once this has become perfectedtHerpriority of that interest

goes back to the time of registration of the finagcstatement. This enables
an intending financier to protect its position legistration in advance of entry
into the security agreement. Thus, a party on aatica prospective security
interest and nevertheless advancing funds on s$gciakes its chance of

subordination if the prospective interest laterdmees an actual interest. Thus
the filing of a financing statement by an intendiingancier alerts a future

secured creditor to the fact that while it may lbe first to perfect its interest
its initial priority will be displaced if the eadi prospective interest later
becomes an actual security interest. However, tme&st securities and

deposit accounts are governed by different rules.
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Special priority rules

I nvestment securities and deposit accounts

4.3

4.4

4.5

Under the special priority rules embodied intiche 30, the priority of
conflicting security interests in the same cerdifedd investment security, the
same securities account or the same deposit acdsunetermined by
possession or control and, as between two intepestected by control, by
the order of control. So if a securities accourit lne the name of A is given
in security successively to B and C while stillchéh A’'s name, priority as
between B and C is determined by who has contrmd] éoth have control,
by the order of control. But if C arranges for tinensfer of securities from
A’s account to C’'s account, this is not the sammoant as that held by A in
which B has a security interest. Accordingly th&se is governed not by
Article 30 but by Article 38, which gives C an oxidmg title unless he knew
that the disposition to him was in breach of theusty agreement between
A and B (see paragraph 5.5).

Possession is, of course, restricted to ndgetismvestment securities, and
only one party, or parties jointly, can hold possas at any one time. The
special priority rules do not themselves cover tiagte instruments held by
way of security; instead, protection is given undee law applicable to

negotiable instruments to a holder in due courséqla 37), which includes a

pledgee who satisfies the requirements of sucHdeho

It may occasionally happen that in the casaneéstments held with an
intermediary, separate agreements are enteredyntbe intermediary with
different secured parties to act in accordance thiglr instructions in relation
to the same securities held for the same grantowhich case priority is
governed by the order in which the agreements weaele. Conflicting
security interests granted by an intermediary wii¢her party has control
rank equally. In all other cases the residual rajgsy.

Purchase-money security interests

4.6

A special priority is given to purchase-monegisity interests and certain
other interests. A purchase-money security inteisesh essence a security
interest taken to secure repayment of an advantgegburchase price of the
collateral to the grantor, together with interesd @redit charges. The reason
for giving this priority is to prevent the firstnfancier from using its security
interest over future property to obtain a monopmlgr the grantor’s financing
and a windfall addition to its security of an asgetchased with the second
financier's money. However, the purchase-money rgcinterest must be
perfected not later than 30 days after attachn#entic(e 34).

Subordination agreements

4.7

Priorities may be varied by a subordinatioreagrent between the holders of
the competing interests (Article 32). The subortiamamay be contained in
the security agreement or any other agreementtdBptotect a transferee of
the subordinated security interest from being ked thinking that it is still the
senior security interest it is necessary to puttthasferee on notice of the
subordination in some way in order for him to beurb by it. Article 32(3)
provides three means by which notice may be giVée. first is registering a
financing change statement (if the security inten@as registered) or a
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financing statement (if it was not registered). Téecond is where the
transferee was itself a party to the subordinatigreement. The third is where
the agreement transferring the security interestiges that the transferee is
to be bound by the subordination agreement.

Priority where security interest transferred

4.8

A security interest that is transferred has #aene priority as it had

immediately before the transfer (Article 31(1)).dther words, the transferee
steps into the shoes of the transferor. Thereoisghier, one qualification. The
transferee of a subordinated security interesbidoound by the subordination
except in the cases mentioned in Article 32(3) (sagraph 4.7).

Registration of transfer; priority where more than one transfer

4.9

Transfer of a security interest perfected lgyisteation may be registered by
filing a financing change statement (Article 69(1)Yhere the transferred
security interest was not perfected by registratafinancing statement can
be filed showing the transferee as the securedy pgitticle 70(1)).
Registration of a transfer, or showing the traredfeas the secured party, is not
necessary to preserve the priority of the secumityrest, because, as stated
above, a security interest that is transferred thassame priority as it had
before transfer. To this extent registration ofaansfer is permissive, its main
purpose being to ensure that any notices whichakerequires to be given to
the secured party are given to the transferee. Memvainless the transferee
acquires possession or control, registration iessary if the transferee is to
preserve its priority against a subsequent traesfdor as between successive
transferees of the same security interest (neith@vhom has possession or
control) priority goes to the first to register mancing statement or a
financing change statement (Article 31(2)(b)). Thason for this rule is that
if the first transferee does not have possessiamwirol and does not register
the transfer, the second transferee may have no afidgnowing that its
transferor is no longer the owner of the secuntierest. The position is
otherwise where one of the transferees has posgmessicontrol. Such a
transferee has priority even over a transfereeadjreon the register
(Article 31(2)(a)).

Future advances

4.10

A security interest has the same priority @gards all advances, whether
existing or future advances, whether made purdgaaicontractual obligation
or voluntarily (Article 33(3)) and whether made lwibr without notice of a
subsequent security interest.

PERSONS TAKING FREE OF SECURITY INTEREST

The priority rules previously discussed dedahwiompeting security interests
in the same security. Part 5 of the Law includesesparties whose interests
do not only rank in priority to an earlier securityterest but extinguish it
altogether.
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Freedom from unperfected security interest

5.2 One who acquires the collateral for value tdkes of an unperfected security
interest unless it was created or provided for kyaasaction to which the
person acquiring the collateral was a party (Aetigb).

Protection of creditor receiving payment

53 A creditor receiving payment through an obligotiated payment takes free
of any security interest, perfected or unperfeciedthe funds paid, any
intangible that was the source of payment and agptible instrument used
to effect the payment, whether or not the credit@w of the security interest,
unless acting in collusion with the grantor to @eféne rights of the holder of
the security interest (Article 36). An obligor-isited payment is a payment
made by the obligor through a negotiable instrumant electronic funds
transfer or a debit, a transfer order, an authtboza or a similar written
payment mechanism executed by the obligor wherp#yenent was made.
The purpose of this rule is to ensure the efficafgyayment arrangements.

Preservation of rights of holder in due course

5.4 The rights of a holder in due course of a riabt# instrument are preserved
(Article 37). Under the applicable negotiable ingstents law such a holder
takes free from any defect in the title of his sf@mor and thus from any
security interest given over the instrument andegoéed by registration.

Protection of purchaser of investment security

55 A person giving value for a certificated invesht security and taking
possession of the certificate takes free evenpsréected security interest of
which he knows unless he also knows that the digposto him was in
breach of the security agreement. In the case ohwstment security held
with an intermediary where Article 30 does not gppl person giving value
for an investment security transferred to an actouhis own name likewise
takes free even of a perfected security interesawour of another party of
which that person knows unless he also knows keadisposition to him was
in breach of the security agreement. The key el¢imere is transfer to a new
account. A competition between security interasts $ecurities account given
successively to 2 creditors who leave the accomrthé grantor’s name is
governed by Article 30. By contrast the transfesecurities to a new account
in the name of one such creditor has the effedt tthe transferee’s account
constitutes different collateral, taking the cas#simle Article 30 and giving
the transferee the protection of Article 38. Theormle of this “protected
purchaser” rule is the importance of avoiding inipeshts to the ready
transferability of investment securities which aegtificated or held with an
intermediary.

6 ASSIGNMENTS OF RECEIVABLES
Sphere of application

6.1 The Law applies to an assignment of a recedvalayable by a Jersey
company or a Jersey individual (Article 4(b)), aththan an assignment
excluded by Article 9(d), (), (g) or (h) (see pawaph 2.21). By “assignment”
is meant a sale or other transfer for value otreihan by way of security, in
other words, an outright assignment. An assignnintvay of security is
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6.2

6.3

dealt with simply as a particular form of securityterest created by
agreement, and is therefore governed by the rulesady described.
Receivables are narrowly defined (see Article 1 pachgraph 2.13) and do
not, for example, extend to debts repayable urmber hgreements, so that an
outright assignment of loan debts, or indeed of iatgngible falling outside
the definition of a receivable, is not covered lhy Law at all.

Whilst most of the provisions of the Law arefiwed to the grant of security
interests, including the assignment of receivablesvay of security, the Law
also provides that an outright assignment of red#as may be perfected by
registration (Article 21(3)) and deals with priggg as between competing
outright assignments and between an outright assgh and a security
interest (Article 29}. There are 3 reasons for this. First, the commanais
recourse provisions and warranties in receivabten€ing agreements, such
as factoring agreements, produces effects verylasinm those of secured
transactions. Secondly, the existing rule of law vialyich priority among
competing assignees goes to the first to give edticthe account debtor is
cumbersome and, indeed, incompatible with the danda of non-
notification finance, where the seller does nothwis have its relations with
its customers disturbed or to pay the assigneea$suming the ledgering
function. Thirdly, the existing priority rule prggposes that an intending
assignee will make enquiry of the account debt@et® if it has received any
prior notice of assignment, which may be feasiblethe purchaser of a few
specific receivables but is impracticable in theecaf large-scale continuous
receivables financing such as factoring and blas&alinting.

The Law does not deal with the formalities &r outright assignment of
receivables and thus does not include any equivateattachment for these
except to provide a rule in relation to after-acediproperty (Article 19(3)).
That is left to the general law. The Law is confinie questions of perfection
and priority, the effect of restrictions on assigmt) the duty of the debtor to
the assignee and the defences and rights of s#teotfebtor can assert against
the assignee. Part 7, dealing with the enforceraésecurity interests, does
not apply to outright assignments, since the goesif default by the assignor
does not arise. Moreover, unlike a secured creditpurchaser of accounts is
entitled to collect and retain for its own bendfi¢ full amount of the accounts
regardless of the sum paid for their purchasehabthe provisions of the Law
as to surplus and its distribution do not apply.

Perfection of assignment

6.4

Registration provides the sole method of pérfgan outright assignment of
a receivable (Article 21(3)). It is, however, sim@nd convenient. A single
registration can cover not only existing but futussignments. Through
registration the assignee can secure priority augdrsequently registered
assignments and unregistered assignments. Ariile @ealing with
continuous perfection of security interests peddcin more than one way,
therefore has no application to outright assignsmehteceivables.

“ Except in Articles 39 and 41 of the Law, “assigmifieas defined by Article 1, means an
outright assignment. An assignment by way of ségisiencompassed by the phrase “security
interest.”
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Priorities

6.5

The priority rules governing outright assigntseaf receivables fall within
the residual priority rules contained in Article. 29 perfected assignment of a
receivable has priority over an unperfected assignrof the same receivable
or an unperfected security interest in the sameivable (Article 29(1)(b)).
Conversely a perfected security interest in a wad#e has priority over an
unperfected assignment of the same receivablec{20(1)(c)). Where there
are two or more perfected assignments, priorityegaly goes according to
the order of registration of the financing statetm@aticle 29(1)(e)). This is
not necessarily the same as the order of perfectiecause a financing
statement registered prior to the assignment gvesity to the assignment
when concluded over an intervening assignmentuoueaof another creditor
(see paragraph 4.2). The same rule applies to apetition between a
perfected assignment and a perfected security estte¢Article 29(1)(f)).
Priority among unperfected assignments of the gaewvable is governed by
the order in which the assignments occurred (Aat&9(1)(h)), while priority
between an unperfected assignment and an unpetfeeturity interest is
determined by whichever of the assignment and tlaelament of the security
interest first occurred (Article 29(1)(i)).

Overriding of restrictions on assignment

6.6

Part 6 of the Law deals with the assignmemeoéivables, Articles 39 and 41
of which (but not Article 40) apply not only to aoigiht assignments but to
assignments by way of security, which would ordigafall outside the
definition of assignment used in the Law. The dffet Article 39 is that
where a contract contains a provision prohibitingrestricting assignment
such a provision is ineffective against the as®gse that the assignment is
valid and simply exposes the assignor to a claimdomages for breach of
contract. The purpose of this provision is to remashat would otherwise be
a serious impediment to receivables financing. \Wheere is a continuous
flow of receivables from assignor to assignee,rateua factoring agreement,
it is impracticable for the assignee to check ti@ividual contracts to see if
these prohibit or restrict assignment. Moreovee, dffect of a prohibition
against assignment is that the supplier is deprofde opportunity to obtain
immediate funds and transfer the risk of non-paym@rnohibitions against
assignment also create potentially serious obstatde securitisation. So
Article 39 reflects a policy embodied in Article4B6(d) of the American
Uniform Commercial Code and in several internatiooanventions that
freedom of commerce should be given priority oveeflom of contract.

The account debtor’s duty to pay

6.7

6.8

Article 40, which is concerned with the accodebtor's duty to pay the
assignee, is confined to absolute assignments,enheasrinciple the assignee
has the right to collect from the account debtomadiately the assigned
accounts have become due. The assignee’s rigltdlliecicaccounts assigned
by way of security is typically exercisable only default by the assignor and
is thus controlled by the default provisions reigtito security interests
generally and contained in Article 43(2).

The account debtor is obliged to pay the assigmly after receipt of notice
in writing by or with the authority of the assignmentifying the account
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assigned and requiring the account debtor to payassignee. It is not
sufficient that the notice informs the account delaf the assignment, for he
might not realise that the effect is to require hinpay the assignee instead of
the assignor. Hence the provision that noticegsired for the account debtor
to pay the assignee. Where the account debtor rasgunowledge of the
assignment from another source or otherwise thamokige in writing it need
not pay the assignee until receipt of the requisdtce but will not obtain a
good discharge if paying the assignor, so thatef @assignor fails to transfer
the payment to the assignee the account debtordwmeilliable to make a
second payment, to the assignee, on receipt ofteemwnotice conforming to
Article 40(1).

Defences and rights of set-off

6.9

7

Under Article 41 the account debtor is entitledassert against the assignee
(including an assignee by way of security) any deés he would have had
against the assignor, whether arising before ceraféceipt of notice of
assignment and is also entitled to assert agdiasigsignee rights of set-off in
respect of cross-claims arising before receipthef iotice of assignment or
closely connected to the claim. But the accountatetannot set off against
the assignee’s claim a cross-claim against themasiwhich is not closely
connected to the claim and does not arise untdrafie account debtor’s
receipt of the notice of assignment.

ENFORCEMENT OF SECURITY INTERESTS

Default remedies generally

7.1

Under the 1983 Act the creditor’s only remedlydefault is sale. Part 7 of the
new Law provides a range of default remedies, ‘Wéefaovering not only
failure to pay or perform under the security agreetrbut the occurrence of
an event which by the terms of the security agregmes the secured party
the right to enforce the security (Article 1), fexample, the obligor's
insolvency. The primary remedies are appropriatind sale of the collateral
(Article 43(2)(a) and (b)). These are buttressedrdryous ancillary remedies
(Article 43(2)(c)). Remedies may be exercised catingly to the extent that
they are not in conflict (Article 43(3)).

Appropriation

7.2

On default the secured party may appropriagectilateral or proceeds, that
is, apply the collateral or proceeintlsspeciein or towards satisfaction of the
secured obligations. The effect is that ownershighe appropriated collateral
or proceeds vests in the secured party free framipijusecurity interests

(Article 47). The secured party is, however, ura@eluty to give not less than
14 days’ prior notice to interested persons (Aeti¢f(1)) and take all

commercially reasonable steps to determine the rfairket value of the

collateral and act in other respects in a commbiyciaasonable manner in
relation to the appropriation (Article 46(1)). Thesrelevant for the purpose of
determining whether the net value of what is appabgd leaves a deficiency
recoverable from the grantor or a surplus payalldghle secured party as
provided by Article 49. “Net value” means the valfethe collateral minus

the secured party’s reasonable costs of and in@benthe appropriation, for

example, the cost of having the collateral valuidi¢le 51(2)).
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Sale

7.3

A secured party may sell by auction, publicdtn private sale or another
method. Prior notice to interested parties is meglu{Article 44(2)) but is not

required where the collateral consists of a quatedstment security or in

other cases within Article 44(3) and can be dispdnsith by agreement in
writing between interested parties (Article 44(4)secured party must take
all commercially reasonable steps to obtain fairkeiavalue for the collateral

at the time of sale, to act in other respects inommercially reasonable
manner in relation to the sale and enter into agrgement in relation to the
sale on commercially reasonable terms (Article )6(Zhe secured party’s
entry into an agreement for sale, or any othewatable act in relation to the
collateral, extinguishes the grantor's right to aeah the collateral

(Article 53(1)) and also extinguishes junior setyuimterests (Article 47).

Distribution of surplus

7.4

Any surplus (as determined by Article 51) résglfrom appropriation or sale
is payable, first, to junior secured parties whaehaegistered a financing
statement, then to any other person (other thagrdrgtor) who has given the
secured party notice of an interest in the colidtand, finally, the grantor
(Article 49(1)). Alternatively the surplus may baig into court (Article 50).

Ancillary remedies

7.5

The primary are buttressed by various ancilleggnedies exercisable in
relation to the collateral or its proceeds (Artid®&(2)(c). These are the
following:

) Taking control or possession of the collatergbroceeds;

2) Exercising any rights of the grantor in relatito the collateral or
proceeds, for example, the grantor’s right to \edea shareholder of
investment securities given as collateral;

3) Instructing any person who has an obligationréhation to the
collateral or proceeds to carry out the obligafimnthe benefit of the
secured party, for example, payment to the secpeety instead of
the grantor of dividends received on the grantbekalf by a bank or
other intermediary in respect of investment seiagitgiven as
collateral;

(4) Finally, by Article 52 the court is given exsiwe powers to make
orders to facilitate exercise of the secured pamgmedies, including
orders for the delivery or transfer of title of ledéral.

Grantor’s right to redeem

7.6 The grantor can redeem the collateral at ang before appropriation or entry
by the secured party into a contract of sale oeriinevocable step in relation
to the collateral (see paragraphs 7.2 — 7.3). Traetgr also has a qualified
right to reinstate the security agreement.
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8 REGISTRATION
Nature and contents of the register

8.1. The register will be a public register seabttanline (see paragraph 8.2). It
will contain financing statements, financing chasstggements and such other
matter as is required by the Law to be entere@gistered (Article 62).

The registration system

8.2 The registration system will be wholly autonthteo that registrations may be
effected, searches made and search certificatesdissline without the need
for human intervention at the Registry end (Artic®. Experience with
registration systems in the United States, CanaddN@&w Zealand shows that
a highly efficient system can be operated at lost.co

Notice-filing

8.3 The registration system will be based on thecept of notice-filing as
opposed to transaction-filing. Notice-filing haad®vantages.

Q) It does not involve the filing of a copy of tlsecurity agreement,
which takes up Registry space, makes it difficoltecord the precise
time of registration and in any event does not egnwnformation as
to the debtor's current indebtedness. Instead,st#wired party or
intending secured party registers a financing staté stating that it
has acquired or intends to acquire a security ésten an identified
item of collateral or a given description of codletl. The function of
the financing statement is to give notice to thparties of basic
information, such as the existence of the secuaifyeement, the
identity of the parties and a description of themis or classes of
collateral. Online registration enables the systemecord the precise
time registration takes effect. A third party wishito have more
information, for example, the amount outstandingarnthe security
agreement, should seek this from the secured partige grantor. If
the security interest is not over all the intangiblovable property, or
all the movable property, of the grantor, the seduparty can be
required by the grantor, to provide a copy of theusity agreement, a
statement in writing of the indebtedness and amiged list of
intangible movable property indicating which iterase collateral
under the security agreement (Article 85).

2) A financing statement can be registered beforafter the making of
the security agreement (Article 63(1)), and whdnte elements of
perfection are in place priority goes back to theedf registration of
the financing statement (see Article 29(2)(d)(i)).

3) It is not necessary to make a separate ratmtr for each
transaction. The financing statement can cover ti@hsactions,
present and future, relating to a given descriptibcollateral.
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Assignments, transfers and subordinations

8.4 Assignments of receivables, whether absoluteyaway of security, will also
fall within the registration systefhas will transfers of security interests and
further assignments of receivables. Subordinativangements may also be
registered; indeed, it is prudent to do so, becatlserwise a transferee of the
subordinated security interest will not be boundhsy subordination, and can
treat the transferred interest as continuing tdaheesenior interest, unless it
was a party to the subordination agreement or gineeanent transferring the
security interest provides otherwise (Article 32(3)

Other aspects of registration

8.5 The registration data, and thus the contenttheffinancing statement or
financing change statement, will be such, and iohsform, as may be
prescribed by the Minister by Order or in the alogenf any such Order, or to
the extent that it is silent on any matter, suchaitle as the registrar may
reasonably require or permit (Article 62). A disad& or amendment of a
registration can be recorded by registering a fiirap change statement
(Article 74(1)) and the grantor can make a writtegmand for the secured
party to register a financing statement where &lthe secured obligations
have been performed or in any of the other casegiomed in Article 75. The
public will be entitled to make searches of theigig and obtain written
reports setting out the information in the regigievant to those searches
(Article 83). A printed search result purportingte issued by or under the
authority of the registrar will be admissible inidence and constitutes proof
of the registration and of the date, time and oroeregistration, in the
absence of evidence to the contrary (Article 84).

Errors

8.6 Under Article 66(1) an omission, error or imkgity in a registration will not
invalidate the registration unless the omissiorgreur irregularity is seriously
misleading. However, this is an objective tesis ihot necessary to prove that
anyone has actually been misled (Article 66(3)).

Duration of registration

8.7 Registration lasts for the period, if any, $fed in the financing statement or
until discharge or removal of the registration te texpiry of 10 years
beginning with the date of registration, whiche¥iest occurs (Article 67).
But registration may be renewed by registeringnarfting change statement
at any time while the earlier registration is effee (Article 68).

Registration not constructive notice

8.8 Article 14(1) provides that registration ofimaincing statement or financing
change statement is not to constitute constructdtiee of the existence of the
statement or its contents. This rule is necessanrder to prevent a creditor
perfecting its security interest by control fromrgpaffected by a registration,
given that perfection by control would give prigribver a security interest
previously perfected by registration. To proted ititegrity of the registration
system Article 14 also provides that any priorityceeditor acquires by

® In the registration provisions an assignment by wfasecurity is not referred to as such but is
covered by the phrase “security interest.”
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perfection of a security interest or an outrighsigisment of a receivable
applies even if the creditor had actual knowledfya prior security interest.
This avoids factual disputes as to whether a pdidyor did not have notice
and enables a party to have confidence in thetefégess of his registration.

9 EFFECT OF GRANTOR’S BANKRUPTCY
Protection of perfected security interest

9.1 In general, only a security interest, or anigassent of a receivable,
remaining unperfected at the time of the grantbeskruptcy is void against
the Viscount or a liquidator and creditors (Arti&@). A perfected security
interest or assignment is normally unaffected by t¢iantor’'s bankruptcy.
However, even a perfected security interest orgassnt may be rendered
void under the provisions of the Bankruptcy (Désggtiersey) Law 1990 as a
transaction at an undervalue or a preference. Meredrticle 14(1) of that
Law, dealing with security interests in movablegedy in which a bankrupt
grantor and others hold an undivided share remaitfigrce. Nothing else in
that Law affects the operation of this Law (Arti&@&(1)).

9.2 The repeal of the Security Interests (Jersayy 1983 except as to agreements
governed by prior law means that the enforcemera skcurity interest in
movable propertyen désastreand the application of the proceeds of any
realisation of that property by the secured padgse to be controlled by
Article 6 of the 1983 Law and instead become gosgitny Part 7 of this Law.
The effect is that instead of application to theu€dy the Viscount for a
vesting order and order for sale, any realisatidhbe effected by the secured
party and the proceeds distributed as provided dry P though the Court
may on the application of the secured party makeddrthe orders specified
in Article 52 for the purpose of facilitating resdition of the collateral.

10 COMMENCEMENT, REPEAL AND TRANSITIONAL PROVISIONS
Commencement

10.1 The Law comes into force on such day or daysha States may by Act
appoint (Article 96(2)). Different days may be apyed for different Parts or
Articles of the Law. Regulations may be made ofasirgy or transitional
nature and these may amend Schedule 2.

Repeal and amendments

10.2 The Law repeals the Security Interests (Jgissmy 1983 in its entirety except
as regards unamended continuing security inter@sts paragraphs 10.3 —
10.4). The 1983 Law is itself amended so as toibéeld to cases which
under Schedule 2 to the new Law are to be govdmgpgaior law (Schedule 1,
paragraph 1). There are also amendments to the r@atol (Désastre)
(Jersey) Law 1990 so as to remove restrictionshenetxercise of default
remedies by a secured creditor after the granterbie@ome bankrupt. This
reflects the fact that to the extent of the seguniterest the collateral does not
form part of the grantor’s estate.

Application to security interests created prior tothe Law

10.3 In general the Law does not apply to contigusecurity interests, that is,
security interests —
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(a) created in accordance with the 1983 Law orfter & April 1983 and
before Part 3 of the new Law comes into force, and

(b) still in force when Part 3 comes into forcel{&dule 2, paragraph 1).

These continuing interests remain governed by pléo, including in
particular the 1983 Law (Schedule 2, paragrapff@)this general rule there
are 2 exceptions. First, it is open to the patiieagree that, in their relations
with each other, the new Law will apply to a coaoting security interest,
though perfection and priorities will remain govednby the prior law.
Secondly, a continuing security interest to whicé prior law applies will be
governed by the new Law, not by the prior Law, vehgris amended after
Part 3 comes into force so as to secure previaustgcured obligations, alter
the terms on which an obligation is secured, extaneduce the duration of
the security interest or add to or modify the dellal to which the security
interest relates (Schedule 2, paragraphs 1, 2 @)l A security interest so
amended is thus treated as a new security interest.

Priority of unamended security interests to which pior law applies

10.4

An unamended continuing security interesiyhiach the prior law applies, has
priority over any security interest created by lesv Law unless the holder of
the earlier security interest otherwise agrees €&ale 2, paragraph 3(1)). It
had at one time been envisaged that holders ofntong security interests
would be required to re-perfect such interests iwith given time after the
coming into force of the new Law, but this requiesth has been dropped
following representations as to the severe prdctdéiculties involved in
identifying existing security interests which mightve been created many
years before. Similarly, an unamended continuingus interest in a
receivable has priority over an outright assignmeinthe same receivable
perfected under the new Law unless the holder ef ghcurity interest
otherwise agrees (Schedule 2, paragraph 3(2)). w#mwea different rule
applies if the earlier interest was not a secuntgrest in a receivable but an
outright assignment (see paragraph 10.7).

Deemed perfection of amended continuing security farest

10.5

Where a continuing security interest is amdnaféer Part 3 of the Law has
come into force, so that it becomes governed byéve Law instead of by the
prior law, and the continuing security interest hbden perfected by
possession or control in such a way as would domstperfection under the
new Law, it shall be taken to be perfected undemgw Law as from the time
of amendment of the security interest without tleedto take any further
perfection steps (Schedule 2, paragraph 4(2)). fifwgision has been inserted
solely for the removal of doubt. However, the deenperfection is not
retrospective, and operates for priority purposety drom the time of
amendment of the security interest, reflecting thenciple that the
amendment is treated as creating a new securéyestt

Priority of amended continuing security interest

10.6  An amended continuing security interest walldubordinate to an unamended
continuing security interest (see paragraph 104) ib other respects its
priority will be determined by the priority rulestsdown in Part 4 of the Law
as if it were a new security interest created enddwy it was amended.
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Outright assignments of receivables made before nekaw

10.7 Paragraph 5 of Schedule 2 deals with outrgisignments made before the
coming into force of Part 6 of the Law. For a tithese will continue to be
governed by the prior Law. However, the policy mrafor not requiring prior
security interests to be re-perfected under the daes not apply to outright
assignments of receivables, which typically arisemf a continuing
relationship between assignor and assignee, saohthia is unlikely to be any
difficulty in identifying for them. For this reasprparagraph 5 provides a
transitional period commencing when Part 8 (Regfigtn) comes into force
and ending when Part 6 (Assignments of receivalglesies into force during
or after which such an assignment may be registereatder to secure its
priority against a new-Law security interest origsent. The registration
takes effect on entry into force of Part 6 or otuakregistration, whichever is
the later (Schedule 2, paragraph 5(4)).

Priorities involving prior assignees
Prior assignee versus new-Law assignee

10.8 An assignee who does not take advantage oftrémsitional registration
facility and fails to register its assignment orlags registration will be
subordinated to an assignee under a new-Law assignwho registers or
registers first (Schedule 2, paragraph 5(6)).

Prior assignee versus another prior assignee

10.9 By contrast, priority as between 2 or morempassignments (i.e. those made
under the prior Law) will continue to be determir®dthe prior Law even if
one or more of the assignments has been regist¢Bahedule 2,
paragraph 5(6)(a)).

Priorities as between prior assignee of receivablesd security interest
Prior assignee versus prior unamended continuing security interest

10.10 Priority as between a prior assignee of vabdés and a prior unamended
security interest in those receivables remains ek by the prior Law
Schedule 2, paragraph 5(1)).

Prior assignee versus perfected new-Law security interest

10.11 A perfected security interest created oveeiv@bles under the new Law has
priority over a prior assignment of those receieabtot perfected at the time
the security interest is perfected. It is thereforportant for the assignee
under the prior assignment to take advantage ofrémeitional provisions by
registering the assignment. Since the securityestecan likewise only have
been perfected by registration (see paragraph pijrity as between a
perfected security interest and a perfected assghis determined by the
order of registration.

Prior assignee versus amended continuing security interest

10.12 Where a continuing security interest oveeinables is amended, it is deemed
to be created under the new Law (Schedule 2, paphgt(1)), so that priority
as between the secured creditor and a prior agsighthe receivables under
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an outright assignment is governed by the new Law & therefore
determined by the order of registration.

FINANCIAL AND MANPOWER IMPLICATIONS

11.1 There are no financial or manpower implicaidor the States save for the
associated costs of developing a modern secutityests register. This work
is being carried out by the Jersey Financial Ses/iCommission on behalf of
the Economic Development Department and is expdatedst in the region
of £150,000. The annual costs of running the regiaill be met through an
appropriate fee mechanism.

11.2  Any costs of the Royal Court associated wihlidg with any applications
made under the Law will be off-set by the chargihgourt fees.

European Convention on Human Rights

Article 16 of the Human Rights (Jersey) Law 200§uiees the Minister in charge of a
Projet de Loi to make a statement about the coiipgtiof the provisions of the

Projet with the Convention rights (as defined byidke 1 of the Law). On 27th May
2011 the Minister for Economic Development made fhilwing statement before
Second Reading of this Projet in the States Assembl

In the view of the Minister for Economic Developrhéhe provisions of the Draft
Security Interests (Jersey) Law 201- are compatilitle the Convention Rights.
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Explanatory Note

The object of this Law is to replace the Secuntietests (Jersey) Law 1983 with a
new set of provisions relating to security intesastintangible movable property.

Part 1 — Interpretation

Article 1 sets out a number of definitions applying to tlasvl_including the terms —

. security interest (something that secures a delbther obligation — for
example, something in the nature of a charge)

. assign (transfer a receivable otherwise than d&y of security)

. collateral (intangible movable property over whigecurity is taken and

which may be taken or sold in case of default @gért of the obligor)

. grantor (the party who grants a security inter@gtr collateral over
which the party has rights)

. obligor (the party whose obligation (e.g. to @aglebt) is secured and, in
the simplest case, the same party as the grantor)

. secured party (in the simplest case, the pagyhhs given credit and has
security to guarantee repayment)

. attachment (making a security interest enforadabl

. perfection (in the case of a security interebg tegistration of the

security interest or the possession or controhefdollateral; and, in the
case of an assignment, the registration of thgassnt)

. financing statement and financing change staten@@xplained in the
note on Article 61 below).

Article 2 makes it clear that a reference to a grantorgoblor secured party in the
Law includes their successors and assigns.

Article 3 elaborates the meaning of “control” in relatiorctdlateral.

Part 2 — Scope of Law

Article 4 specifies that the Law applies to —

(@) a security interest in intangible movable propevhere the interest is
created after the relevant Parts of the Law conte force and has a
nexus with Jersey; and

(b) an assignment of a receivable where the assighraccurs after the
relevant Parts of the Law come into force and hasxais with Jersey.

NeverthelessArticle 5 allows parties to a security agreement, even secavhere a
nexus with Jersey is missing, to agree to applyLtwe to the agreement — as long as
the agreement is essentially for a security interestangible movable property.

Article 6 makes it clear that a bank or intermediary may talsecurity interest in its
own obligation.
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Article 7 makes it clear that a security interest may ewisere the secured party
(instead of the grantor) holds title to collateral.

Article 8 provides that the Law does not apply to certaierests.

Article 9 provides that the Law does not apply to interestsated by certain
transactions.

Article 10 makes it clear that, for the purposes of the Lawubordination agreement
does not automatically create a security interest.

Article 11 provides that the ruldonner et retenir ne vawtoes not affect a security
interest.

Article 12 provides that the type of security interest teawithin the ambit of the Law
can in future only be created in accordance wighLtaw.

Article 13makes it clear that a person with a nexus to ydrae, according to Jersey
law, since 5th April 1983 always had capacity teegsecurity over foreign property in
accordance with foreign law.

Article 14 makes it clear that registration under the Law sdo®t constitute
constructive notice, but perfection by registrat(on otherwise) negates the effect of
actual notice on priority in certain cases.

Part 3 — Attachment and perfection

Article 15 requires a security interest to be created byemgeat and specifies the
effect of the agreement and how it is extinguished.

Article 16 provides that in general a security interest iacpeds (which result for
example from the sale of collateral) may be enfabt® as against third parties even if
the security agreement does not contain a desamipfithe proceeds.

Article 17 provides that attachment results in the enfordibaloif a security interest
against its grantor and with respect to collateral.

Article 18specifies how attachment is effected.

Article 19 provides that collateral may include property acegh after a security
agreement is entered into. Article 19 also makesipion for assignments of future
receivables.

Article 20provides for an intermediary’s security interesirivestment securities.

Articles 21and22 specify that perfection is by registration, poss®s or control (in
the case of a security interest) or registratiartl{e case of an assignment).

Article 23 allows perfection to continue without a break whbere is a seamless
change in the method of perfection.

Article 24 provides that when collateral is disposed of, gbeurity interest continues
in the collateral (when the disposal is without #lughority of the secured party) and in
general extends to the proceeds.

Article 25provides for continuity of perfection in relatibm proceeds when perfection
is by registration and the terms of registratioe aufficiently wide to cover the
proceeds.
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In a case where Article 25 does not apphrticle 26 provides for temporary
perfection of a security interest in proceeds @0rdays) after the security interest
attached to the proceeds.

Article 27 provides for temporary perfection (for 30 days)ao$ecurity interest in a
negotiable instrument, or an investment secutitgt is returned to the grantor for one
or more of various reasons.

Article 28 provides for temporary, then permanent, perfectioder this Law of a

perfected foreign security interest when collatésamoved from outside Jersey to
Jersey. Article 28 also provides for perfection emthis Law of a foreign security
interest that was not already perfected when tHateoal was moved to Jersey.

Part 4 — Priority in general

Article 29 sets out general rules to determine priority ameongipeting security
interests, among competing assignments, and beteeewpeting security interests
and assignments. In general, priority is determibgdhe fact of perfection and the
order of perfection.

Article 30 sets out rules to determine priority among conmgesiecurity interests in
investment securities represented by certificagegurities accounts and deposit
accounts.

Article 31sets out rules to determine priority when secuntgrests are transferred.

Article 32 makes it clear that a secured party may volugtatilbordinate a security
interest, and deals with transfers of subordinatsdirity interests.

Article 33 deals with priorities where future advances areussl by a security
interest.

Article 34 confers priority on a security interest that ipwchase money security
interest.

Part 5 — Taking free

Article 35 provides that a person who acquires collaterakgak free of any
unperfected security interest in it, unless thespernwas party to the creation of that
security interest or to a transaction relating to i

Article 36 provides that a creditor takes payment of a delgt 6f any security interest
in the means of payment unless the creditor adlissozely.

Article 37 maintains the existing law on holders in due oceucd negotiable
instruments.

Under Article 38 a purchaser of an investment security takese fsf any security
interest in a case where the purchaser, when pgtdre agreement for the purchase,
did not know that the disposition would be in bieaaf the relevant security
agreement.

Part 6 — Assignments of receivables

Article 39 provides that a contractual restriction on assigmmdoes not prevent
assignment, though it can make the assignor liakdamages.
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Under Article 40 the account debtor can continue making debt rapays to the
assignor of an account receivable, if the accoabtal has not been given information
about the assignment.

Article 41 provides that (in general) the rights of an assigare subject to defences to
the assigned claim, and to rights of set-off, belefences or rights that the account
debtor could have asserted against the assignor.

Part 7 — Enforcement of security interests

Article 42 provides that in this Part, the term “collateraticludes proceeds of
collateral. The effect of this is that if a secupaty has the right to move against
collateral in the case of any default, the secyrady may equally move against the
proceeds of any sale of the collateral that may fwcurred.

Article 43 provides that when an event of default occurs, argkecured party has
served notice on the grantor, the secured party enégrce the security interest in a
number of different ways.

Article 44 requires (subject to some exceptions) notice tgiben to various parties
before a secured party appropriates or sells eodlht

Article 45allows a sale of collateral to be carried out by means and makes it clear
that a secured party is not barred from buyingctiiateral that is sold.

Article 46requires a secured party who appropriates codleterget a fair valuation of
the collateral, and a secured party who sells teslihto sell at a fair price.

Article 47 provides that subordinate security interests ithatral are extinguished
when the collateral is appropriated or sold.

Article 48requires a secured party to give a statementaduat to interested parties
after appropriating or selling collateral.

UnderAtrticle 49 a secured party has a duty to distribute anylssim@maining after
the appropriation or sale of collateral. Article @90 sets out the order of distribution.

UnderArticle 50 the secured party has the alternative of paymgsarplus into the
Royal Court and leaving it then to the personstledtito it to apply to the Court for
payment.

Article 51 defines the circumstances in which a surplus &xist

Article 52 empowers the Royal Court to make orders facititptine realization of
collateral.

By virtue of Article 53 a purchaser, for value and in good faith, ofatellal that is
sold under Part 7 takes the collateral free ofoemiinterests in the collateral.

Article 54 makes it possible for the grantor and certain roffeesons with an interest
in collateral to redeem it, and for the grantordinstate a security agreement, if they
do so before the secured party appropriates itoonnaits to selling it. However,
Article 55limits the number of times a security agreemegtb®reinstated.

Article 56 makes it clear that the powers of a secured pamtjer Part 7 are not
affected by the bankruptcy of the grantor of theusi¢y interest.
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Article 57 restricts the extent to which bankruptcy law affethe operation of the

Security Interests (Jersey) Law 201-; equally wdie Security Interests (Jersey)
Law 201- does not affect the operation of certairtiches of the Bankruptcy

(Désastre) (Jersey) Law 1990.

Article 58 restricts the extent to which the Companies (J¢rkaw 1991 affects the
operation of the Security Interests (Jersey) Latv2@qually well, the Security
Interests (Jersey) Law 201- does not affect theatipen of certain Articles of the
Companies (Jersey) Law 1991.

However, Article 59 provides that an unperfected security interesumgperfected
assignment is void as against the Viscount orwadator in the case of the bankruptcy
of the grantor or assignor.

Part 8 — Registration

Article 60 provides that the registrar of companies under Goepanies (Jersey)
Law 1991 is also to be the registrar for the puesosf the Security Interests (Jersey)
Law 201-.

Article 61 provides that the security interests registemisdnsist essentially of the
detail required under Article 62 in relation to eaecurity interest or assignment that
is registered. The package of information in eaa$eds referred to in this Law as a
financing statement, and in relation to each cdsergva change is to be registered as a
financing change statement.

Article 62 provides that the detail to go on the registetoisbe as the Minister
prescribes by Order and otherwise as the registeasonably requires or permits.

Article 63allows financing statements to be registered gitiame (though timing may
have an effect on priority and other matters). dlet63 also allows the registrar to
refuse registration where information is incompletea fee is not paid.

Article 64 sets out what registration consists of and requareerification statement to
be sent to the applicant for registratiémticle 65 requires the applicant to forward a
copy of this statement to the grantor or assignor.

Article 66 provides that registration is not impaired by esranless these make it
seriously misleading.

Article 67 provides for registration to expire after 10 yeardess the financing
statement provides otherwise or discharge of thestration or its removal from the
register occurs. However, undArticle 68 registration may be renewed during its
currency by registering a financing change statéraed, as renewed, is subject to
similar time limits.

Article 69 provides for registration of transfers and furthesignments where there is

already a registration in place aAdicle 70 where there is not. The new registration
may be made at any timdrficle 71) and, after it occurs, the transferee or further
assignee effectively becomes the new secured pagagsigneeAtrticle 72.

Article 73 allows registration of a financing change statemém reflect the
subordination of a security interest or of an assignt.

Article 74 allows the registration of a financing change est@nt to reflect an
amendment to registration or a discharge of resgistr.
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Article 75 allows a grantor, or a person with an interestatiateral, to require a
secured party to register (normally without fekrticle 78 a financing change
statement to reflect an amendment to registratiodischarge of registration or an
amendment of collateral description.

If the demand is not met, the grantor or other gersay make an application seeking
registration of such a financing change statemamtderArticle 76to the registrar or
underArticle 77to the Royal Court.

Article 79requires the registration process to be automated.

Article 80allows removal of registration data in certainesasaandArticle 81 provides
for the restoration of data, or restoration of segition, in certain cases.

Article 82 allows the registrar, with the consent of the sedwarty or assignee, to
correct any administrative or clerical error magehe registrar.

Article 83requires the register to be reasonably accedsililee public and\rticle 84
provides for the admissibility of printed searchuis.

Part 9 — Miscellaneous

Under Article 85 a grantor may require basic information free bérge from the
secured party, including a copy of the securityeagrent. If the person to whom the
requirement is made in fact no longer has an isteénethe obligation or collateral, the
person is obliged to communicate to the grantornthme of any known successor
who has such an interegr{icle 89.

The Royal Court may, in relation to a particulasesamake an order undarticle 86
exempting a person from the requirement set odriitle 85 or extending the time
for compliance.

The Royal Court may make an order undeticle 87 for compliance with the
requirement set out in Article 85. If the ordernist complied with, the Court may
make further orders unddrticle 88 which may go so far as discharging the security
interest or making it unperfected.

Article 90 allows the registrar to charge fees published lhy dersey Financial
Services Commission.

Article 91is a standard provision allowing rules of courbéomade.

Article 92 allows the Minister to make Orders in aid of thawl, including about
procedure and forms for the purposes of registiatio

Article 93allows the States to make amendments by RegusatioRarts 1, 2 and 4 of
the Law, as well as to make Regulations for indidigmurposes of the Law.

Article 94andSchedule Bet out consequential amendments to other leigislat

Article 95 and Schedule 2make savings and transitional provisions, andchat®5
allows the States to make further savings and cpresgial and transitional provisions
by Regulations.

Article 96 sets out the name of the Law and provides foo itame into force in
accordance with one or more Acts of the States.

Note. Under the Criminal Justice (Standard Scaleiroés) (Jersey) Law 1994, level 1
is £50, level 2 is £500, level 3 is £2,000 and lévis £5,000.
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DRAFT SECURITY INTERESTS (JERSEY)
LAW 201-

A LAW to make provision about security interests in ngtale movable
property and about assignments of receivables.

Adopted by the States [date to be inserted]
Sanctioned by Order of Her Majesty in Council [daidbe inserted]
Registered by the Royal Court [date to be inserted)]

THE STATES, subject to the sanction of Her Most Excellent &4ay in
Council, have adopted the following Law —

PART 1
INTERPRETATION

1 Definitions
In this Law, unless the context otherwise requires

“account debtor” means the person owing the mownethligation under
a receivable;

“administration of the States” includes departnafrthe States;

“assign” means sell (or otherwise transfer for ealotherwise than by
way of security;

“assignee” in relation to a receivable means aqguer® whom the
receivable is assigned;

“assignor” in relation to a receivable means a @eraho assigns the

receivable;
“attach”, in relation to a security interest, isfided by virtue of
Article 17;
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“collateral” means intangible movable property that subject to a
security interest;

“control” has the meaning set out in Article 3;

“country” includes any state, territory, provincer other part of a
country;

“deposit account” means a current, deposit, orrotiecount maintained
with a bank, or another deposit-taking institutiand evidencing a
depositor’s right to the payment of money;

“documentary intangible” means a negotiable ins&mimor negotiable
investment security;

“event of default”, in relation to a security agment, means —

(a) the failure to pay or otherwise to perform thi@igation secured
under the security agreement when due; or

(b) an event that, under the security agreemewesghe secured party
the right to enforce the security;

“financing change statement” means the data redjair@uthorized by or
under this Law to be entered in the register irpees of any transfer,
assignment, subordination, discharge, amendmenttloer action or
matter in respect of a security interest, or agsint of a receivable, that
has already been registered;

“financing statement” means the data required thhaized by or under
this Law to be entered in the register to effea@ tlkgistration of a
security interest or of an assignment of a recégjab

“grantor” means the person who grants a securtgrést, whether or not
the person is also the obligor in relation to théigation secured by the
security interest;

“intangible movable property” means a documentamangible or any
other movable property that does not consist ofdgpanoney or
documents of title to goods, and includes cashishadt money;

“intermediary” means a person who maintains foreath or both for
others and on his or her own account, registeraceounts to which
investment securities may be credited or debiteti,dbes not include a
person who —

(@) acts as registrar or transfer agent for theeis®f investment
securities;

(b) records in the person’s own books details gégtment securities
credited to securities accounts maintained by &errimediary for
other parties for whom the person acts as managsherwise in a
purely administrative capacity; or

(c) maintains registers or accounts in the capagitpperator of a
settlement system;

“investment security” means —

(& an investment specified in any of paragraphts B and 10 of
Schedule 1 to the Financial Services (Jersey) L2981

(b) aunitin a unit trust not already referredrt@aragraph (a); or
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(c) an interest in an investment referred to irageaph (a) or in a unit
referred to in paragraph (b),
and —

() includes anything referred to in paragraph (B),or (c) that is held
with an intermediary;

(i) includes a right relating to anything refernadin paragraph (a), (b)
or (c); and

(i) excludes money received in respect of anyghieferred to in
paragraph (a), (b), (c), (i) or (ii);

“investment security held with an intermediary” meahe rights of an
account holder resulting from a credit of the ral@vinvestment security
to a securities account;

“Jersey company” means a company, or other perdom & not an
individual, registered or otherwise formed in Jgrse

“Jersey individual” means —

(@) inrelation to an individual who has one or eptaces of business,
an individual whose only or principal place of mess is Jersey;
or

(b) in relation to an individual who does not havelace of business,
an individual whose only or principal residencéigersey;

“Minister” means the Minister for Economic Developnt;

“money” means currency authorized as a medium ofhaxge by the law
of Jersey or of any other country;

“negotiable instrument” means —
(@) abill of exchange or promissory note; or

(b) any other writing that evidences a right torpant of money and is
of a kind that, in the ordinary course of businésdransferred by
delivery with any necessary endorsement;

“negotiable investment security” means an investnsaturity that by
law or usage is transferable by delivery or bywd#ly and endorsement;

“obligor” means a person who owes payment or peréorce of an
obligation secured by a security interest, whetranot the person is the
grantor of the security interest;

“Order” means Order made under this Law by the Mani
“original collateral” means collateral from whichogeeds are derived,;
“perfect” is defined by virtue of Article 21;

“perfected by registration”, in relation to a saturinterest or an
assignment of a receivable, means perfected byeviot the registration
of a financing statement in respect of the secunitierest or the
assignment of the receivable, respectively;

“prescribed” means prescribed by Order;
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“proceeds” means identifiable or traceable propebging intangible
movable property in which the grantor of a secunitgrest acquires an
interest and that is derived directly or indiredilgm a dealing with the
collateral that is subject to the security intex@strom a dealing with the
proceeds of such collateral, and includes —

(@) aright to an insurance payment or other payrasrindemnity or
compensation for loss (or reduction in value) dfateral; and

(b) aright to an insurance payment or other payrasnindemnity or
compensation for loss (or reduction in value) obgeeds of
collateral,

but does not include interest, dividends or otm=ome derived from
collateral;

“purchase” means acquisition for value, whethesale, lease, discount,
assignment, negotiation, mortgage, pledge, liesyeis reissue, or any
other consensual transaction, that creates anesttan intangible

movable property;

“purchase money security interest” means —

(&) a security interest taken in collateral by lles¢o the extent that it
secures the obligation to pay all or part of thiateral’s purchase
price; or

(b) a security interest taken in collateral to ¢éx¢éent that it secures an
obligation to repay part or all of so much of amjue (being value
given to the grantor for the purpose of enabling grantor to
acquire rights in the collateral) as is in fact laggpto acquire those
rights;

“receivable” means a monetary entitlement, whethrenot earned by
performance, arising from —

(a) the supply of goods or services (other thaararsce services); or
(b) the supply of energy,

but does not include a loan, a deposit account dgla to payment
embodied in a negotiable instrument or an investreecurity;

“the register” means the register maintained uiidet 8;

“to register” means —

(& inrespect of a financing statement or a fimanchange statement,
to enter in the register;

(b) in respect of a security interest, to makedhkject of a financing
statement that is entered in the register or ahanting change
statement that is entered in the register;

(c) inrespect of an assignment of a receivableydke the subject of a
financing statement that is entered in the registasf a financing
change statement that is entered in the register; o

(d) in respect of any transfer, assignment, subatitin, discharge,
amendment, or other action or matter, in respect afecurity
interest or assignment of a receivable, to makesthigect of a
financing statement, or financing change statentbat,is entered
in the register;
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“registrar” means the registrar referred to in @lgi60;

“secured party” means a person who holds a secimigrest for the
person’s own benefit or for the benefit of anotiperson, or for the
benefit of both;

“securities account” —

(@) means an account maintained by an intermedaigg an account
to which investment securities may be creditedediteéd; and

(b) includes a reference to the investment seeargo credited,;

“security agreement” means an agreement that creat@akes provision
for a security interest, and includes —

(@) an agreement that varies, renews or extenéswity agreement;
and

(b)  writing that evidences a security agreement;

“security interest” means an interest in intangibl®vable property,
being an interest that, under a security agreenssaires payment or
performance of an obligation;

“settlement system” means a system for the holding transfer of
investment securities on records of the issuer therorecords that
constitute the primary record of entittement toestment securities as
against the issuer;

“temporarily perfected”, in relation to a securiipterest, means
temporarily perfected in accordance with Part 3;

“transfer” includes an assignment and a novatiohetiver by way of
security or otherwise;

“value” means money, or money’s worth, sufficiemstipport an onerous
contract, that is, aontrat a titre onéreuxno matter by whom the money
or money's worth is provided, and includes an sdeat debt or
liability;

“verification statement” means a statement servettuArticle 64(2);
“writing” includes —

(8) the recording of words in a permanent and ledirm;

(b) the recording of words by electronic meansuichsa way that they
can be retrieved and read; and

(c) the display of words, by any form of electrooicother means of
communication, that is subsequently recorded bgtrEric means
in such a way that they can be retrieved and read.

2 Successors included

For the avoidance of doubt, a reference in this ltawa grantor, obligor or
secured party includes a reference to a successmsmn of, respectively, the
grantor, obligor or secured party.
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3 Meaning of “control”

(1) A secured party has control of collateral ity &fi the circumstances set
out in paragraphs (3) to (6).

(2) For the purposes of this Article any right betgrantor to substitute
equivalent collateral or withdraw excess collatel@s not of itself mean
that collateral is not under the control of theused party.

(3) A secured party has control of a deposit actdun
(&) the deposit account is transferred into the enahthe secured

party with the written agreement of the grantor #mel bank, or
other institution, with which the deposit accounheld;

(b) the grantor, the secured party and the bamthar institution have
agreed in writing that the bank, or other instdntiwith which the
deposit account is held will comply with instruetéo from the
secured party directing the disposition of fundsthe deposit
account;

(c) the deposit account is assigned (by way of ri#g¢uo the secured
party by instrument in writing signed by or on bkl the grantor
and notice of the assignment is given in writingthe bank, or
other institution, with which the deposit accownhgld; or

(d) the secured party is the bank, or other insit) with which the
deposit account is held.

(4) A secured party has control of a securitiesoant maintained by an
intermediary if —

(@) the securities account is transferred intortame of the secured
party with the written agreement of the grantor aofd the
intermediary;

(b) the grantor, the secured party and the inteiangdhave agreed in
writing that the intermediary will comply with insictions from
the secured party directing the disposition of steent securities
credited to the securities account; or

(c) the secured party is the intermediary.

(5) A secured party has control of an investmentusty (being an
investment security that is represented by a @=atéd and is not a bearer
security) if he or she is registered with the issafehe security as holder
of the security or is in possession of the cedtic

(6) A secured party has control of an investmentust (being an
investment security that is not represented byrtificate) that is held in
a settlement system if —

(@) the operator of the system, on the writterrircsions of the person
who is registered in the system as holder, hasitetedhe
investment security to a sub-account in the hotdewn name and
the holder has given the secured party a powettafnay over the
investment security;

(b) the operator of the system is, on the writtastructions of the
person who is registered in the system as hol@emigted to effect
a transfer of title in the investment security oatythe instructions
of the secured party;
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()

(c) entry in a written register maintained by or baehalf of the
operator of the system determines legal title d&edsecured party
is entered in the register as the holder; or

(d) entry in a written register maintained by orlmhalf of the issuer
of the security determines legal title and the sedtuparty is
entered in that register as the holder.

For the avoidance of doubt, a secured party foayhe purposes of this
Article have control of something because anotlgesgn has control of
the thing for or on behalf of the secured partyethler as trustee or in
some other capacity.

PART 2
SCOPE OF LAW

4 Application of Law

This Law applies (except as provided in Articledd® Schedule 2) only to the
following —

@)

(b)

(©)

security interests created, after Part 3 cantedorce, in —
()  one or more documentary intangibles situatedeirsey,

(i) one or more directly-held non-negotiable inweent securities
listed on a register maintained —

(A) in Jersey,
(B) by a Jersey company, or
(C) by aJersey individual,

(i) one or more investment securities held thitoagsecurities account
with an intermediary where the account is maintiinelersey,

(iv) one or more deposit accounts maintained isejgror

(v) intangible movable property not referred to amy of sub-
paragraphs (i) to (iv), where an account debtoraofber person)
owing to the grantor payment or other performande an
obligation relating to the intangible movable pndpds a Jersey
company or a Jersey individual;

an assignment, after Part 6 comes into forta,receivable payable by a
Jersey company or a Jersey individual;

an interest, or transaction, prescribed by ©fde the purposes of this
Article.

5 Parties may agree that Law applies to agreement

(1) If 2 or more persons reach agreement thathéir trelations with each
other, this Law shall apply to an agreement (whetihenot it is the same
as the first-mentioned agreement) —

(@) to which those persons are parties;
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(b) that relates to intangible movable propertyd an

(c) that creates or makes provision for a securtgrest in that
property, being a security interest that would, eptcfor the
operation of Article 4, be a security interest tbiet this Law
applies,

nothing in this Law shall prevent this Law fromagaplying.
(2) For the avoidance of doubt, an agreement that —

(a) created or made provision for a continuing ggcinterest (within
the meaning of Schedule 2); and

(b)  has not been amended after Part 3 came inte,for
is an agreement that satisfies paragraph (1)(b}@nd

(3) For the purposes of this Article, the intangibhovable property referred
to in paragraph (1)(b) may be situated anywhetbenvorld.

6 Security interests in own obligation
To avoid doubt, it is hereby declared that forpheposes of this Law —

(@) a bank, or other deposit-taking institutioratthas an obligation to pay
money to a depositor in respect of a deposit addoeld by the bank or
institution; or

(b) an intermediary that has an obligation to d@elier transfer securities, or
money, cheques or drafts, to the holder of a seesigaccount, or deposit
account, with the intermediary,

may take a security interest from the depositoader of the account, in its
own such obligation.

7 Secured party with title to collateral

The fact that the secured party and not the gramty hold title to collateral
under a security agreement shall not affect thdiGgtipn of any provision of
this Law relating to rights, obligations, or remesjiunder or in respect of the
agreement.

8 Interests excluded

This Law shall not apply to or in respect of, ofeaf, any of the following
interests —

(a) alien, charge, or other interest in intangibnkevable property, created by
any other enactment or by the operation of anyatilaw;

(b) any right of set-off, netting, or combinatiohawcounts;
(c) anyinterest prescribed by Order for the puegasf this Article.
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9 Transactions excluded

This Law shall not apply to an interest createchimvided for by any of the
following transactions —

@)

(b)

(©)

(d)
(e)

(f)

@

(h)

(i)

0
(k)
0

a transfer of an unearned right to payment uadeontract to a person
who is to perform the transferor’s obligations unttie contract;

a transfer of present or future wages, salpay, commission, or any
other compensation for labour or personal senaof@s employee;

an assignment for the general benefit of coeslibf the person making
the assignment;

a transfer of a right to damages in tort;

an assignment of receivables made solely ibtéde the collection of the
receivables on behalf of the person making thegyassent;

an assignment of a single receivable or negtgianstrument in whole or
in partial satisfaction of a pre-existing indebtestst

an assignment of receivables as part of a ¢fake business, unless the
seller remains in apparent control of the busiaéies the sale;

an assignment (whether or not by way of segyritnortgage, or
assignment (by way of security) of a mortgage, shi or vessel, or of
any share of a ship or vessel;

a transfer or other transaction by way of s#égun respect of a fishing
quota or fishing entitlement;

a sale coupled with a repurchase;
stock lending or securities lending;
any transaction prescribed by Order for theppses of this Article.

10  Subordination agreements

(1)

)

For the purposes of this Law, an agreement s$tibordination
agreement”) between creditors of the same obligader which one
creditor (“the junior creditor”) subordinates his loer rights as such a
creditor to the rights of another of those credit@fthe senior creditor”)
as such a creditor, does not create or provida B®curity interest unless
the agreement expressly provides that it does so.

For the purposes of this Law, where —
(@) asubordination agreement exists; and

(b) it, or a further agreement, provides that sueegived by the junior
creditor from the obligor shall —

() be transferred to the senior creditor, and

(i) after being so received and before being smdferred, be
held on trust for the senior creditor,

no security interest in favour of the senior credis created or provided
for unless it is expressly created, or expressbyided for, by agreement.
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11

12

13

14

Loi (1880) sur la propriété fonciere

For the avoidance of doubt, it is hereby declahed hothing in —
(a) the Loi (1880) sur la propriété fonciére; or

(b) the rule of landonner et retenir ne vaut

shall affect the validity of a security interest.

Exclusive application of this Law

After Part 3 comes into force, no security interestvhich this Law applies
may be created under the law of Jersey excepttiordance with this Law.

Capacity to give security under foreign law
(1) Inthis Article —
“foreign law” means any law other than the law efsgy;

“person” means a person having the capacity tater@aecurity interest
under this Law;

“property” means (despite anything in this Parl) @bperty, whether
tangible or intangible, vested, contingent or fatuand whether or not
regarded by the law of Jersey msmeubles and includes choses in
action.

(2) If at any time on or after 5th April 1983 (inding any time after this
Article comes into force) a person that is —

(a) incorporated, resident or domiciled in Jersey;

(b) alimited liability partnership registered undee Limited Liability
Partnerships (Jersey) Law 1997; or

(c) a separate limited partnership registered unther Separate
Limited Partnerships (Jersey) Law 2611

gives security governed by foreign law over propesituated outside
Jersey, the person giving the security shall (withprejudice to the
person’s actual capacity, if any, at any time) eerded to have had
capacity to give it under the law of Jersey.

Notice and knowledge

(1) Registration of a financing statement or firagachange statement shall
not constitute constructive notice of the existentdhe statement (or
constructive notice of its contents) to any person, constructive
knowledge of the existence of the statement (ostroative knowledge
of its contents) by any person.

(2) Any priority under this Law of a perfected setuinterest, or of a
perfected assignment of a receivable, over a ggdnterest applies even
if the first-mentioned security interest was acgdjror the assignment of
the receivable was made, with actual knowledgehef last-mentioned
security interest.
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®3)

Any priority under this Law of a perfected setwu interest in a
receivable, or of a perfected assignment of a vabdd, over an
assignment of a receivable applies even if the rggcinterest was
acquired, or the first-mentioned assignment was emnasith actual
knowledge of the last-mentioned assignment of ¢aeivable.

PART 3
ATTACHMENT AND PERFECTION

15  Security interest created by agreement

(1)

(2)

®3)

(4)

A security interest to which this Law appliesymonly be created by
agreement.
For the avoidance of doubt —

(8) a security interest in the nature of a hypotimey be created over
intangible movable property; and

(b) a security interest may be created by the gmrto a security
agreement to secure the obligation of a third party

Except as otherwise provided by this Law or atlyer enactment, a
security agreement, and any security interest ededty a security

agreement, shall be effective according to the sesfrthe agreement and
enforceable as —

(a) between the parties to the agreement;

(b) against purchasers of the collateral;

(c) against creditors of the grantor;

(d) against the Viscount (or a liquidator or adrsirator); and

(e) against third parties generally.

A security interest is extinguished in accoanvith the provisions of
the agreement by which it was created, by subse¢@geeement between

the parties to that agreement, by release of thatel, or by the
operation of this Law or any other enactment.

16  Description of proceeds not required for enforcahility against third
parties

Except as otherwise provided in this Law, a segunterest in proceeds shall
be enforceable against a third party whether or thet security agreement
contains a description of the proceeds.

17  Attachment: effect

The effect of the attachment of a security intetesiollateral is that the security
interest becomes enforceable against the grantdr veith respect to the
collateral.
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18 Attachment: general rule

(1)

(2)

®3)

19  After-
1)

)

®3)

(4)

Except as provided in Articles 19 and 20, auséc interest attaches to
collateral under a security agreement at the tirnenathe following 3
conditions are satisfied —

(@) value has been given in respect of the secagitgement;

(b) the grantor has rights in the collateral, @& gower to grant rights
in the collateral to a secured party;

(c) one or both of the following clauses are sigtisH

(i)  there is possession or control of the colldtbyathe secured
party or on the secured party’s behalf by a pemtbar than
the grantor or obligor,

(i)  the security agreement is in writing signeddrsyon behalf of
the grantor and contains a description of the twmid that is
sufficient to enable the collateral to be identfie

or instead at a later time that the parties tosdeurity agreement have
determined by that or another agreement.

For the purposes of this Article, a descriptidrcollateral is sufficient to
enable the collateral to be identified if the dgsin is —

(@) adescription of the collateral by item;
(b) adescription of the collateral by type;

(c) a statement that the security agreement coaltreresent and
future collateral; or

(d) a statement that the security agreement coaltreresent and
future collateral except for specified items or dgp and the
collateral is not within those exceptions.

For the purposes of this Article, the attachir@ina security interest to
collateral is not affected just because the gramtains, in the absence of
a contrary direction from the secured party, thlghtrito deal with the
collateral free from the security interest and witha duty to account for
the proceeds or to replace the collateral.

acquired property

A security agreement may provide for a secuntgrest in after-acquired
property.

Subject to any agreement to the contrary batvee parties to a security
agreement, the relevant security interest attadoesafter-acquired

property on the acquisition by the grantor of right the property and
without the need for specific appropriation of gireperty by the grantor.

An assignment of a future receivable vestsréoeivable in the assignee
on the acquisition of the receivable by the assigmal without the need
for specific appropriation by the assignor.

In this Article, “after-acquired property” meanntangible movable
property that is acquired by a grantor after a sgcagreement is entered
into by the grantor.
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20 Investment securities: automatic attachment angerfection in favour of
intermediary

(1)

(2)

A security interest in favour of an intermegiattaches to a person’s
investment securities held with the intermediand & perfected, if —

(@) the person buys the investment securities firdbe intermediary
in a transaction in which the person is under digation to pay
the purchase price to the intermediary on or befoeepurchase;
and

(b) the intermediary credits the investment se@#ito the buyer's
securities account before the buyer pays the irgdiany.

The security interest secures the buyer's abbg to pay for the
investment securities.

21  Perfection: general

(1)

(2)

®3)

Except as otherwise provided in this Law, ausigg interest is perfected
when both of the following conditions are satisfied

(a) the security interest has attached; and

(b) any further steps required under this Law ferf@ction have been
completed.

For the purposes of paragraph (1), the ordarhiich those conditions are
satisfied makes no difference.

An assignment of a receivable is perfecteddgystration.

22 Perfection by possession, control or registratio

(1)

)

®3)

(4)

()

Possession of collateral by the secured partygn the secured party’s
behalf by a person other than the grantor or ohligerfects a security
interest in collateral that is a documentary inthieg

In paragraph (1), possession means posseskitbe celevant negotiable
instrument or of the certificate embodying the tigh the relevant
negotiable investment security.

Control of collateral by the secured partyporthe secured party’s behalf
by a person other than the grantor or obligor, qusf a security interest
in collateral of any of the kinds referred to inrggraphs (3) to (6) of

Article 3.

Registration perfects a security interest iy &ype of collateral except
investment securities to which a security interest attached as referred
to in Article 20.

Subject to Article 23, perfection by possessioontrol or registration
continues only while the possession, control orstegfion (respectively)
is maintained.

23  Continuity of perfection where later perfectionin another way

A security interest is continuously perfected if —

States %
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(@) the security interest is perfected in one way;
(b) the security interest is subsequently perfettethother way; and

(c) there is no intervening period during which thecurity interest is
unperfected.

24  Continuation of security interests in proceeds

Except as otherwise provided in this Law, a segumiterest in collateral that is

dealt with or otherwise gives rise to proceeds —

(&) continues in the collateral, unless the secpeety expressly or impliedly
authorized the dealing; and

(b) extends to such of the proceeds as are capatderding to Part 2, of
being the subject of a security interest to whiih Law applies.

25  Continuous perfection of security interests in ceeds

A security interest in proceeds is a continuousyfgrted security interest in

proceeds if —

(a) the security interest in the original collatégaperfected by registration
of a financing statement that contains a descnptibthe proceeds that
would be sufficient to perfect a security intergsbriginal collateral of
the same kind; or

(b) the security interest in the original collatesaperfected by registration
of a financing statement that contains a descriptid the original
collateral, and the proceeds —

() are of a kind that is within the descriptiontbé original collateral,

(i) are of a kind that is capable, according tatRa of being the
subject of a security interest to which this Lawpleggs and are
acquired before the expiration of 30 days afterseurity interest
in the original collateral attached to them,

(iii) are cash proceeds, or

(iv) consist of a right to an insurance paymentotrer payment as
indemnity or compensation for loss (or reductiorvatue) of the
collateral or proceeds of the collateral.

26  Temporary perfection of security interests in poceeds

A security interest in proceeds is temporarily petéd until the expiration of

30 days after the security interest in the originallateral attached to the

proceeds, if —

(a) the security interest in the original collatesgperfected; and

(b) the security interest in the proceeds is nattinaously perfected under
Article 25.
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27  Temporary perfection: negotiable instrument or nvestment security
returned to grantor

A security interest in a negotiable instrument or iavestment security is
temporarily perfected until the expiration of 3Q/slaafter the secured party
made the negotiable instrument or investment sycaviailable to the grantor,

if -
(@)
(b)

(©)

the security interest was perfected by possessicontrol;

the security interest was, immediately beftwe negotiable instrument or
investment security was made available to the grastill perfected; and

the secured party gave possession or contribleohegotiable instrument
or investment security to the grantor for sale,haxge, presentation,
collection, renewal, or registration of a transfer.

28  Perfection under this Law if collateral moved taJersey

(1) This Article applies to a security interest aiteel under the law of a
jurisdiction other than Jersey if —

(@) the collateral was situated in that other flidSon at the time
when the security interest attached;

(b) this Law would have applied to the securityeiest if the collateral
had instead been situated in Jersey at that tinte; a

(c) the collateral has been moved to Jersey shatdime.

(2) If the security interest was a perfected ségunterest under the law of
the other jurisdiction when the collateral was ntbte Jersey —

(a) the security interest shall be temporarily petdd (as from the
time of its perfection under the law of the otherigdiction) by
virtue of this paragraph until the expiration of &fys after the day
on which the collateral was moved to Jersey;

(b) the security interest may be perfected underRart; and

(c) if the security interest is perfected understifart within the
30 days referred to in sub-paragraph (a), thaiepgdn shall be as
from the time of the perfection of the securityeir@st under the
law of the other jurisdiction.

(3) If the security interest was not a perfectetliggy interest under the law
of the other jurisdiction at the time when the atdlal was moved to
Jersey —

(&) the security interest may be perfected undsiRart; and

(b) that perfection shall be as from the time & pgerfection of the
security interest under this Part.
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PART 4
PRIORITY IN GENERAL

29  Priority when Law provides no other way of detemining priority

(1)

Where this Law provides no other way of deteing priority the
following rules apply —

)
(b)

(©)
(d)

(e)

(f)

(9)

(h)
(i)

a perfected security interest has priority oeer unperfected
security interest in the same collateral;

a perfected assignment of a receivable hasrifgri@ver an
unperfected assignment of the same receivable amperfected
security interest in the same receivable;

a perfected security interest in a receivalds fpriority over an
unperfected assignment of the same receivable;

except in the case set out in sub-paragraphp(fprity among
perfected security interests in the same collafgvhkre perfection
has been continuous) goes to the security inténestlation to
which any of the following events first occurred —

() afinancing statement was registered,

(i) the secured party, or another person on theirsel party’s
behalf, took possession or control of the colldiera

(iii) the security interest was temporarily perfgtin accordance
with this Law;

except in the case set out in sub-paragraphp(frity among
perfected assignments of receivables (where p@fettas been
continuous) goes to the assignment in relationhichva financing
statement was first registered,;

if collateral is a receivable and there are amemore perfected
security interests in the receivable and one oremperfected
assignments of the receivable, priority among thogerests
(whether security interests or assignments), wiperéection has
been continuous, goes to the interest in relaowttich either of
the following events first occurred —

() in the case of a security interest or assigrtmarfinancing
statement was registered,

(i) in the case of a security interest, the inseén@as temporarily
perfected in accordance with this Law;

priority among unperfected security interestshie same collateral
is to be determined by the order of attachmenthef $ecurity
interests;

priority among unperfected assignments of thmes receivable is
to be determined by the order in which the assignseccurred,;

if collateral is a receivable and there are onenore unperfected
security interests in the receivable and one oremorperfected
assignments of the receivable, priority among thogerests
(whether security interests or assignments) iset@détermined by
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)

the order of events, where an event is either tteelament of a
security interest or an assignment, as each cgsees.

For the purposes of paragraph (1), a continyopsrfected security
interest or assignment of a receivable is to batéck at all times as
perfected by the method by which it was origingiérfected.

30  Special priority rules for certificated investment securities, securities
accounts and deposit accounts

(1)

)

®3)

(4)

()

(6)

This Article governs priority between confliwgj security interests in the
same investment security (being an investment ggaepresented by a
certificate), the same securities account or theesaeposit account.

A security interest under which a secured ph#ay possession or control
of such an investment security, control of a séi@sriaccount or control

of a deposit account has priority over a secuntgrest under which a
secured party does not have that possession aotont

Conflicting security interests under which eashcured party has
possession or control of such an investment sgcucontrol of a

securities account or control of a deposit accoramtk according to the
order in which possession or control was acquired.

Conflicting security interests granted by ateimediary rank equally if
under those security interests no secured partgdatsol.

A security interest held by an intermediary ansecurities account
maintained in the name of the obligor with the imtediary, or held by a
bank or other deposit-taking institution in a dépascount maintained in
the name of the obligor with the bank or otheriingbn, has priority
over a conflicting security interest held by anotparty.

In all other cases, priority between confligtisecurity interests in the
same investment security (being an investment ggaepresented by a
certificate), the same securities account or threesdeposit account is
governed by Article 29.

31  Priority where security interest transferred

(1) A security interest that is transferred has slaene priority as it had
immediately before the transfer.
(2) If the same security interest is transferrederiian once by the same
secured party, priority in the security interestge
(@) if a transferee has possession or control efatllateral, to the
transferee who has possession or control of tHatecdl; or
(b) if no transferee has possession or controhefdollateral, to the
transferee whose transfer is the transfer in welato which a
financing statement or financing change statemens Mirst
registered.
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32  Voluntary subordination

(1) A secured party may, in a security agreemerttberwise, subordinate
the secured party’s security interest to any oititerest.

(2) An agreement to subordinate a security intetesanother interest is
effective according to its terms between the paittiethe agreement.

(3) However, a transferee of a subordinated secuntierest is not bound by
an agreement referred to in paragraph (2) unlessheatime of the
transfer —

(@) a financing statement or financing change staté has been
registered in respect of the subordination;

(b) the transferee is a party to the agreementrregfeto in
paragraph (2); or
(c) the agreement transferring the security intgyesvides otherwise.

33  Future advances and priorities in relation to fture advances

(1) A security agreement may provide that the a@hians secured under it
may include obligations as to future advances.

(2) A security interest shall not be extinguishgdré-payment of a current
advance if the security agreement makes provis®rrederred to in
paragraph (1), unless the parties have agreedntieer

(3) A security interest relating to obligations #s advances and future
advances has the same priority in respect of athtacks whether or not
they are made under an obligation.

(4) Inthis Article —

“advance” —

(@) means the payment of money, the provision @ditcror the giving
of other value; and

(b) includes, to the extent that the agreement tf@t payment,
provision or giving so specifies, any liability tfe debtor to pay
interest, credit costs, or other charges or castsonnection with
that payment, provision or giving or in connectignth the
creation, attachment, perfection or enforcementmy security
interest securing the advance;

“debtor” means the person who is the debtor intieigo an advance;

“future advance” means an advance made pursuana teecurity
agreement after the initial advance made pursaeahietagreement.

34  Priority of purchase money security interest

A security interest in intangible movable propeotyits proceeds has priority

over another security interest in the same coliftgiven by the same grantor

if —

(&) the first-mentioned security interest is a pase money security interest
and the other is not; and
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(b) the first-mentioned security interest is petéelcnot later than 30 days
after the day on which it attached.

PART 5
TAKING FREE
35  Taking collateral free of unperfected securitynterests

A person who acquires collateral for value takes dtollateral free of an

unperfected security interest in the collateralless the unperfected security

interest was created or provided for by a transad which the person was a

party.

36  Creditor who receives payment of debt takes free

(1) A creditor who receives payment of a debt owdygan obligor through
an obligor-initiated payment takes that paymene faf any security
interest in the following —

(@) the funds paid;
(b) any intangible that was the source of the paytme
(c) any negotiable instrument used to effect ther@nt.

(2) Paragraph (1) applies whether or not the avediad knowledge of the
security interest at the time of the payment.

(3) Paragraph (1) does not apply if the creditar,réceiving payment as
referred to in that paragraph, acts in collusiothwine obligor to defeat
the rights of the person who has the security éstereferred to in that
paragraph.

(4) In paragraph (1), “obligor-initiated paymenteans a payment made by
the obligor through the use of —

(&) anegotiable instrument;
(b) an electronic funds transfer; or
(c) a debit, a transfer order, an authorization,aosimilar written
payment mechanism executed by the obligor whenpthenent
was made.
37  Holder of negotiable instrument
Nothing in this Law affects the law in relationttee rights of a person who is a
holder in due course of a negotiable instrument.
38  Purchaser of investment security takes free

1 If-

(a) a person gives value for an investment secuepyesented by a
certificate; and
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)

®3)

(4)

(b) the person takes possession of the certificate,

the person takes the investment security free gfsmturity interest in
the investment security in favour of another pastyen if the person
knows of such a security interest.

However, paragraph (1) does not apply if, & time when the person
agrees to acquire the investment security, theopeksiows that its
disposition to the person would be in breach of dbeurity agreement
that created the security interest.

In a case to which Article 30 does not apgly; i

(@) a person gives value for an investment securéld with an
intermediary; and

(b) the investment security held with the internagegliis transferred to
a securities account held in the person’s name thighsame or
another intermediary,

the person takes the investment security held thighintermediary free
of any security interest, in the investment segutield with the
intermediary, in favour of another party even i {erson knows of such
a security interest.

However, paragraph (3) does not apply if, & time when the person
agrees to acquire the investment security, theopeksiows that its
disposition to the person would be in breach of gheurity agreement
that created the security interest.

PART 6
ASSIGNMENTS OF RECEIVABLES

39  Effect of restriction on assignment (whether onot by way of security)

(1)

(2)

A term in a contract that prohibits or ressithe assignment of one or
more receivables, in the case of assignment irchrefthe prohibition or
restriction —

(@) is binding on the assignor, but only to theeaktof making the
assignor liable in damages for the breach;

(b) s ineffective as against the assignee; and
(c) does not affect the validity of the assignment.

In this Article, “assignment” means assignmehether or not by way of
security.

40  Account debtor’'s duty (where assignment not by &y of security)

(1) An account debtor under a receivable is bounthb assignment of the
receivable, and has a duty to make payment tossigraee, only if —
(@) the account debtor has been given notice ofagsgnment in
writing by or with the authority of the assignonda
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(b) the notice identifies the account assigned raqdires the account
debtor to pay the assignee.

(2) Payment to the assignor of an assigned redeidischarges the account
debtor under the receivable (to the extent of wgment) only if made
without the account debtor’'s knowledge of the assignt.

(3) Inthis Article, “assignment” means assignmethierwise than by way of
security.

41  Rights of assignee of receivable (whether or nassignment is by way of
security)

(1) The rights of an assignee of a receivable algest to —

(&) any defences to the assigned claim, being degetinat the account
debtor under the receivable could have assertednsigshe
assignor;

(b) any rights of set-off, being rights that thecamt debtor could
have asserted against the assignor in respectiofislagainst the
assignor —

() accruing before the account debtor acquiredwkedge of
the assignment, or
(i)  closely connected with the assigned claim.

(2) Paragraph (1)(a) does not apply if the accaletitor has entered an
enforceable agreement not to assert defencesitosciising out of the
relevant contract.

(3) Inthis Article, “assignment” means assignmehether or not by way of
security.

PART 7
ENFORCEMENT OF SECURITY INTERESTS
42  Interpretation
In this Part, except Article 43, a reference tdatetal includes a reference to its
proceeds.
43  Enforcement

(1) The power of enforcement in respect of a sécumierest shall become
exercisable when —

(&8 an event of default has occurred in relationthe security
agreement that created or made provision for thargg interest;
and

(b) the secured party has served on the grantottewrinotice
specifying the event of default.
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(2)

®3)

(4)

A secured party may exercise the power of eefoent in respect of a
security interest by doing any of the followingraation to the collateral
that is subject to such security interest, or iatren to any proceeds of
that collateral —

(a) appropriating the collateral or proceeds;
(b) selling the collateral or proceeds;
(c) taking any of the following ancillary actions —
(i)  taking control or possession of the collatenaproceeds,

(i) exercising any rights of the grantor in retati to the
collateral or proceeds,

(i) instructing any person who has an obligationrelation to
the collateral or proceeds to carry out the obiigafor the
benefit of the secured party;

(d) applying any remedy that the security agreerpenwides for as a
remedy that is exercisable pursuant to the powenfufrcement, to
the extent that the remedy is not in conflict vitils Law.

The secured party may do more than one of Hiegs set out in
paragraph (2) to the extent that those things atrérconflict.

This Article does not prevent the secured péndyn taking such other
action in respect of the collateral as is permitteyl the security
agreement and is not in conflict with this Law, wier before or after the
power of enforcement becomes exercisable.

44  Notice of appropriation or sale of collateral

(1)

A secured party who, under this Part, approgsiaollateral shall, not
less than 14 days before appropriating the colhtgive written notice
to the following persons —

(@) the grantor;

(b) any person who, 21 days before the appropnahas a registered
security interest in the collateral;

(c) any person other than the grantor who has #erest in the
collateral and has, not less than 21 days bef@eafipropriation,
given the secured party notice of that interest.

(2) A secured party who, under this Part, sellsatedal shall, not less than
14 days before selling the collateral, give writtestice to the following
persons —

(@) the grantor;

(b) any person who, 21 days before the sale, hagiatered security
interest in the collateral;

(c) any person other than the grantor who has #erest in the
collateral and has, not less than 21 days bef@esdle, given the
secured party notice of that interest.

(3) Paragraph (2) does not apply to the extentthat
(a) the collateral is a quoted investment secuity,anything else

prescribed for the purposes of this paragraph;
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(4)

(b) the secured party believes on reasonable gsotlnad the collateral
will decline substantially in value if it is not giosed of within
14 days after the relevant event of default; or

(c) for any other reason, the Royal Court orders,am ex parte
application, that notice need not be given undeagraph (2).

If the secured party and another person haveedgn writing in one or

both of the following terms —

(a) that notice need not be given under this Aattolthe other person;

(b) for notice under this Article to be given tetbther person within a
period different from that specified in this Arggl

this Article shall, in relation to that person, bagffect subject to that
term or those terms.

45 Methods of sale of collateral

(1)

(2)

A secured party may effect a sale of collateraler this Part by auction,
public tender, private sale, or another method.

A secured party is not prevented by this Pantnfbuying collateral that
the secured party sells under this Part.

46  Duty to obtain fair valuation or fair price

(1)

A secured party who appropriates collateralenrthis Part owes a duty —

(a) to take all commercially reasonable steps tterdd@ne the fair
market value of the collateral, as at the timehaf appropriation;
and

(b) to act in other respects in a commercially o@able manner in
relation to the appropriation.

(2) A secured party who sells collateral under Bast owes a duty —
(a) to take all commercially reasonable steps ttainbfair market
value for the collateral, as at the time of thesal
(b) to act in other respects in a commercially o@able manner in
relation to the sale; and
(c) to enter any agreement for or in relation te #ale only on
commercially reasonable terms.
(3) A duty under this Article is owed to the followg persons —
(&) the grantor;
(b) any person who has a security interest in tbkateral in the
following circumstances —

() afinancing statement relating to the secuntgrest has, not
less than 21 days before the appropriation or daden
registered, and

(i) the registration remains effective immediatddgfore the
appropriation or sale;
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(c) any person, other than the grantor, who hasnterest in the
collateral and has, not less than 21 days befer@pipropriation or
sale, given the secured party written notice of ithi@rest.

47  Extinction of subordinate security interests orappropriation or sale

If collateral is appropriated or sold under thigtPall security interests in the
collateral and its proceeds that are subordinatéh@osecurity interest of the
secured party who appropriated or sold the cobitehnall be extinguished on
the appropriation or sale of the collateral.

48  Secured party to give statement of account to gntor and others

If collateral is appropriated or sold by a secupedty under this Part after an
event of default, the secured party shall, withhe 4 days after the day on
which the collateral is appropriated or sold, ghaeh of the persons referred to
in Article 49(1)(a) to (c) a statement of accoumtiriting, showing —

@)

(b)

(€)

(d)

(e)

the gross value realized by virtue of the appation or the amount of
the gross proceeds of sale;

the amount of the secured party’s reasonaldesdocurred in relation to
the appropriation or sale (being the costs refetredn Article 51(2)
or (3) respectively);

the amount of any other reasonable expensasratt by the secured
party in enforcing the security agreement afterethent of default;

the net value of the collateral, or net prosgedferred to in Article 51(2)
or (3) respectively; and

the surplus owing by, or debt owing to, theused party, as the case may
be.

49  Distribution of surplus

(1)

)

If a secured party has appropriated, or satlateral under this Part, the
secured party shall pay the following persons theunt of any resulting
surplus by satisfying the claims of those persarthé following order —

(a) first any person who has a subordinate secimigrest in the
collateral and has registered a financing statenwmr that
security interest (where the registration remainefiective
immediately before the appropriation or sale);

(b) then any other person (other than the gramtti) has given the
secured party notice that that person claims aerest in the
collateral and in respect of which the securedyparsatisfied that
that person has a legally enforceable interegdtdrcollateral,

(c) finally the grantor.

Where 2 or more persons have subordinate $gdaterests to which
paragraph (1)(a) applies, they shall be paid indraer of priority of
those security interests as determined under Part 4
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®3)

The application of paragraph (1) to a secuntgrest is not affected by
the extinction of the security interest under Aetid7.

50  Surplus may be paid into court

(1) The secured party may alternatively dischartge abligation under
Article 49 to pay any amount of resulting surplyspaying that amount
into the Royal Court.

(2) The surplus may then only be paid out if they&dCourt so orders on
application by a person entitled to the surplus.

(3) That entitlement shall be determined in accacdavith Article 49.

51  When does a surplus exist?
(1) Forthe purposes of Articles 49 and 50, ther iesulting surplus if —
(a) a secured party has appropriated the collaterdér this Part, and
the net value of the collateral exceeds —
() the amount of the debt owed to the securedyplayt the
obligor (where the collateral secures payment), or
(i) the monetary value of the obligation owed ke tsecured
party (where the collateral secures performanca on-
monetary obligation); or
(b) a secured party has sold the collateral unaerRart, and the net
proceeds of the sale exceed —
(i) the amount of the debt owed to the securedyplayt the
obligor (where the collateral secures payment), or
(i) the monetary value of the obligation owed te tsecured
party (where the collateral secures performanca on-
monetary obligation).

(2) In paragraph (1)(a), “net value of the collattmeans the value of the
collateral, minus the secured party’'s reasonablstscincurred (for
example, the cost of having the collateral valuefd)and incidental to,
the appropriation.

(3) In paragraph (1)(b), “net proceeds” means ttoegeds of the sale minus
the secured party’s reasonable costs incurrechihjrecidental to, taking
possession or control of, holding, valuing, andopring the sale of, and
selling, the collateral.

52  Court may facilitate realization of collateral

The Royal Court may, on application by the secyraty when an event of

default occurs in relation to a security agreemerdke any of the following

orders if it appears to the Court reasonably necgss do so in order to make
it possible or practicable for the secured partgxercise his or her rights under
this Part —

(@) an order for delivery of collateral to the seclparty;
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(b) an order transferring collateral into the nashéhe secured party;
(c) an order vesting title to the collateral in gexured party free of the right
of redemption or reinstatement under Article 54;
(d) an order enforcing an instruction given undetrcde 43(2)(c)(iii);
(e) any other order.

53  Effect of disposal of collateral to purchaser fiovalue and in good faith

(1)

)

A purchaser, for value and in good faith, ofateral appropriated or sold
by a secured party takes the collateral free fioarfollowing interests —

(a) the interest of the grantor;
(b) any interest subordinate to that of the grantor
(c) any interest subordinate to that of the secpeaty.

Paragraph (1) applies whether or not —

(@) there has been compliance with this Part iratiei to the
collateral; or

(b) registrations relating to security interesiatthre subordinate to the

security interest of the secured party appropigatn selling the
collateral have been removed from the register.

54  Entitled persons may redeem collateral; grantomay reinstate agreement

(1)

(2)

®3)

(4)

Paragraphs (2) and (4) apply at any time befosecured party under a
security agreement appropriates the relevant eotlbtunder this Part,

enters into any agreement to sell the collateraeurthis Part, or has

otherwise acted irrevocably in relation to the atdtal, after an event of
default.

A person who is listed in Article 44(1)(a) to) (or (2)(a) to (c) may
redeem the collateral by —

(a) tendering fulfilment of the obligations securey the collateral;
and

(b) paying a sum equal to the reasonable costsregtueferred to in
Article 51(2) or (3), as the case requires, and @hgr reasonable
expenses incurred by the secured party in enforttiegsecurity
agreement after the event of default.

The grantor’s right to redeem the collateras Ipaiority over any other
person’s right to redeem the collateral.

The grantor may reinstate the security agre¢imenr

(&) paying any sums actually in arrears in relationthe security
agreement;

(b)  otherwise remedying anything that is an evértaefault under the
security agreement; and

(c) paying a sum equal to the reasonable costsiaing, holding,
processing, and preparing the collateral for apmatpn, or sale,
under this Part (if those expenses have actuaky ecurred by
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the secured party) and any other reasonable expémsared by
the secured party in enforcing the security agregme

(5) Paragraph (4) shall apply subject to —
(a) the security agreement; and

(b) any written agreement between the secured @artlythe grantor
entered into after the relevant event of default.

55  Limit on reinstatement of security agreement
Unless otherwise agreed, the grantor is not edtitte reinstate a security
agreement —
(@) more than twice, if the security agreement jges for payment in full by
the grantor not later than one year after the agawlich value was given
by the secured party in respect of the agreement; o
(b) more than twice in each year, if the securityeement provides for
payment by the grantor during a period greater tranyear after the day
on which value was given by the secured party ispeet of the
agreement.
56  Secured party's powers not affected by insolvegc
If the grantor of a security interest becomes baptkior the grantor or the
grantor’s property is subjected, whether in Jerseglsewhere, to any other
judicial arrangement or proceeding consequent upsoivency, that shall not
affect the power of a secured party to appropwatsell collateral, or otherwise
act in relation to collateral, under this Part.
57  Certain provisions of Bankruptcy (Désastre) (Jesey) Law 1990 not
affected
(1) Except as provided by Article 59 and paragré&)hnothing in the law
relating to bankruptcy (including the Bankruptcy édastre) (Jersey)
Law 1990) affects the operation of this Law.
(2) However, nothing in this Law affects the opemt of
Articles 14(1), 17, 17A or 17B of the Bankruptcy éd&astre) (Jersey)
Law 1990.
58  Certain provisions of Companies (Jersey) Law 199ot affected
(1) Except as provided by paragraph (2), nothinghamn Companies (Jersey)
Law 199t affects the operation of this Law.
(2) However, nothing in this Law affects the opiematof Articles 2A(7),
127(3), 176(3), 176A(2) or 179(5) of the ComparfiEgsey) Law 1991.
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59 Limited avoidance of security interest or assignent in case of bankruptcy

(1) In the case of the bankruptcy of the grantorasecurity interest, the
security interest is void as against the Viscowntliguidator) and the
grantor’s creditors unless the security interespesfected before the
grantor becomes bankrupt.

(2) In the case of the bankruptcy of the assignbraoreceivable, the
assignment of the receivable is void as against Wiecount (or
liguidator) and the assignor’s creditors unlessas&ignment is perfected
before the assignor becomes bankrupt.

PART 8
REGISTRATION
60  Appointment of registrar

(1) The registrar of companies under the Compadiersey) Law 1991 shall
be the registrar for the purposes of this Law.

(2) The registrar shall —

(a) for the purposes of this Law, maintain a regisind
(b)  have such other functions as are prescribeat loyder this Law.

(3) A reference in the Companies (Jersey) Law 1&89Tunctions of the
registrar under that Law shall include a referetacthe functions of the
registrar under this Law.

61 Register

The register shall consist of —

(a) financing statements and financing change rsts; and

(b)  such other matter as is authorized or requisedr under this Law to be
entered or registered in the register.

62  Contents of registration

(1) Registration of a security interest, or of asignment of a receivable, or
of any transfer, assignment, subordination, digghaamendment or
other action or matter in respect of a securitgriegt or assignment of a
receivable, shall consist of such data, in sucmfas the Minister may
prescribe by Order.

(2) In the absence of any such Order, or to thergxhat such an Order is
silent on any matter, the registration shall cdngfssuch details as the
registrar may reasonably require or permit.

63  Timing and other formalities

(1) Afinancing statement may be registered beborafter —
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(a) the security agreement is made to which thanfimg statement
relates;

(b) the assignment of a receivable occurs to whtod financing
statement relates; or

(c) the security interest has attached, being¢bargty interest created
by the security agreement to which the financiageshent relates.

(2) A financing statement or financing change statet may relate to one or
more security agreements or assignments of redes/ab

(3) The registrar may refuse to register a finap@tatement or a financing
change statement, or may cause registration oftetrefused —

(a) if the data in it are not in such form as woalthble the data to
become an entry that meets the requirements ofl&d2; or

(b) if the fee required by the registrar is notdoiir its registration.

64  Registration
(1) A financing statement or financing change staet is taken to be
registered at the time when —

(&) a registration number, date and time have bgiean to the
statement in the register; and

(b) the statement and information relating to & atored in durable
form and readily capable of being searched and read

(2) The registrar shall serve, or cause to be demerserification statement,
as soon as reasonably practicable after a finarstatgment or financing
change statement has been registered.

(3) The verification statement shall —

(&) give notice of the fact that the financing estaént or financing
change statement has been registered and of tlkeatith date of
the registration; and

(b) be served on the applicant for registration té financing
statement or financing change statement.

65  Applicant to pass on verification statement

The applicant for registration of a financing staémt or financing change

statement shall, not later than 30 days after tneah which the verification
statement was served on the applicant, serve aafdpg verification statement
on the person shown in the register as grantaglation to the relevant security
interest or on the person shown in the registeassgnor of the relevant
receivable, unless that person has in writing waithe right to receive it or that
person is the applicant.

66  Registration invalid only if seriously misleadiry

(1) The validity of the registration of a financirgjatement or financing
change statement is not affected by any defeegutarity, omission, or
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(2)

©)

(4)

error in the entry relating to the registrationasd the defect, irregularity,
omission, or error is seriously misleading.

Without limiting the operation of paragraph,(&)registration is invalid if
there is a seriously misleading defect, irregwammission, or error, in
any name, or registration number, required by cdeurArticle 62 in
respect of the registration.

In order to establish that a defect, irregtyaribmission, or error is
seriously misleading, it is not necessary to prthat any person has
actually been misled by it.

Failure to include a sufficient description @bllateral in a financing

statement or financing change statement shallffexttahe validity of the

registration of the statement to the extent that statement relates to
other collateral in respect of which a sufficiergsdription has been
included in the statement.

67  Duration of registration

Except as otherwise provided in this Law or in amlé€Dd, the registration of a
financing statement or financing change statemball be effective until the
first of the following events occurs —

@)

(b)

(©)

in any case, the registration of the stateneewlischarged, or removed
from the register;

if a duration, or expiry date, for its registom is provided for in the
statement, the period expires or the date arrives;

if no duration, or expiry date, for its regaion is provided for in the
statement, the period of 10 years expires, beiad.thyears that begin on
the day on which and at the time at which the state was registered.

68 Renewal of registration

(1)

(2)

However, the registration of a financing statemor financing change
statement may be renewed by registering a finandiagge statement in
respect of the earlier registration at any timelevttie earlier registration
is effective.

Except as otherwise provided in this Law omim Order, renewal shall
extend the period for which the earlier registmaii® effective so that it is
instead effective until the first of the followirmyents occurs —

(@) in any case, the registration of the laterest&nt is discharged, or
removed from the register;

(b) if a duration, or expiry date, for its registom is provided for in
the later statement, the period expires or the alaiees;

(c) if no duration, or expiry date, for its regeion is provided for in
the later statement, the period of 10 years expibesng the
10 years that begin on the day on which and atithe at which
the later statement was registered.
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Registration reflecting transfer where prior regstration

A financing change statement may be registiéred

(a) all or part of a security interest that is petéd by registration has
been transferred; or

(b) all or part of a receivable that has been tigext of a perfected
assignment has been further assigned.

If a security interest in part, but not all, afcollateral is transferred, the
financing change statement that may be so registehall include a
description of that part of the collateral.

Registration reflecting transfer where no priorregistration

If a secured party with a security interesttti®| not perfected by
registration transfers the security interest, ariring statement may be
registered in which the transferee is disclosetth@secured party.

If the assignee of a receivable subject to apetfected assignment
assigns the receivable, a financing statement reaedistered in which
the new assignee is disclosed as the assignee.

Registration of transfer may be made any time

A financing change statement or financing statemastthe case may be,
relating to a transfer of a security interest oe flurther assignment of a
receivable may be registered before or after gmester or further assignment.

Transferee becomes secured party or assignee

After the registration of a financing changatement disclosing the
transfer of a security interest, the transfere¢hefsecurity interest shall
become, for the purposes of this Law, the secuaety [in respect of the
security interest.

After the registration of a financing changatement disclosing the
further assignment of a receivable that had been dibject of an
assignment, the further assignee shall becomethtompurposes of this
Law, the assignee in respect of the receivable.

Registration to reflect subordination

If a security interest or assignment of a recewdids been subordinated to the
interests of a person other than the secured padgsignee, a financing change
statement may be registered in relation to the rsli@tion at any time during
the period when registration of the security irsei@ of the assignment of the
receivable is in force.

69
(1)
(2
70
(1)
(2
71
72
1)
(2
73
Stares B
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74 Voluntary amendment or discharge of registration

(1)

(2)

®3)

A discharge of a registration or an amendmerd registration may be
effected by registering a financing change statéraemny time during
the period when the first-mentioned registrationnigorce, whether or
not the discharge, or the amendment, of the ragjistr is specifically
provided for in this Part.

Only the person named in the registration asireel party may register
that statement in respect of a security interest,anly the person named
in the registration as assignee may register tagraent in respect of an
assignment of a receivable.

A discharge or amendment so effected shallfleeteve from the time
when the financing change statement is registered.

75 Demand for registration of financing change stament

(1)

(2)

©)

The person named as grantor in a registrati@nsecurity interest, or any
person with an interest in property that falls with collateral description

included in a registration of a security interesiay serve a written

demand to the effect specified in paragraph (2)henperson named as
secured party in the registration if —

(a) all of the obligations under the relevant sigguagreement have
been performed,

(b) the person named as secured party in the ratist has agreed to
release part or all of the collateral describetharegistration;

(c) the collateral described in the registratiocilides an item or kind
of property that is not collateral under the reldvaecurity
agreement;

(d) no relevant security agreement exists betweermparties named in
the registration, and the person named in the tragmsn as the
secured party has not entered an agreement tovgive, being an
agreement that is to be secured by the relevantiseagreement;
or

(e) the security interest has been extinguisheat@ordance with this
Law.

The demand is that the person named as separédin the registration
register a financing change statement within thel®g after the day on
which the demand is served —

(a) discharging the registration in a case referrédl in
paragraph (1)(a), (d) or (e);

(b) amending or discharging the registration seoa®flect the terms
of the agreement in a case referred to in paragrgphy); or

(c) amending the collateral description to exclitéens or kinds of
property that are not collateral under the agreéniena case
referred to in paragraph (1)(c).

The person named as grantor in the registragfothhe assignment of a
receivable may serve on the person named in thstra&ipn as assignee
of the receivable a demand to the effect specifigthragraph (4) if —
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(4)

(@) the debt has been discharged; or
(b) no assignment between the 2 persons has indaatred.

The demand is that the person named as assigntee registration
register a financing change statement, within thel&ys after the day on
which the demand is served, discharging the rexgistr.

76  Procedure where no compliance with demand

(1)

)

A person who has served a demand under Aftelenay apply to the
registrar for the registration of a financing charsgatement to the effect
referred to in Article 75(2) or (4) if the party eshom the demand under
Article 75 was served —

(@ has not complied with the demand within thed89s after the day
when it was served; and

(b) has not, within those 30 days, served on thsgpeand on the
registrar notice of objection to the registratioh a financing
change statement to that effect.

If, on such an application, the registrar iss$i@d of the matters specified
in paragraph (1)(a) and (b), the registrar shatjister the financing
change statement.

77  Court order

(1)

)

®3)

A person who has served a demand under Aftelenay apply to the
Royal Court for an order requiring the registrarrégister a financing
change statement to the effect referred to in Brd&(2) or (4) if the
party on whom the demand under Article 75 was skrve

(@) has not complied with the demand within thed8@s after the day
when it was served; and

(b) has, within those 30 days, served on the peasdron the registrar
notice of objection to the registration of a finamgc change
statement to that effect.

If, on such an application, and after examining objection, the Royal
Court is not satisfied that the objection is justifand is satisfied that it is
in the interests of justice to make the order aupfior, the Court may
make the order applied for.

The Royal Court may make such other order aésiriks proper for the
purpose of giving effect to an order made undeagaph (2).

78  No fee for compliance with demand

A party on whom a demand is served under Articlsf7all not charge any fee
for compliance with the demand, unless the party e person serving the
demand otherwise agree.
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79

80

81

Registration to be automated

(1)

(2)

®3)

A function that is required or permitted by onder this Law to be
performed by or under the authority of the regrsirarelation to the
register shall, to the extent that it does not mequhe exercise of
discretion on the registrar’s part, be carriedmuan automated system.

The system shall —

(@) allow a person to apply directly on the systtan automatic
registration of a financing statement or finanoihgnge statement;

(b) allow fees to be paid, being fees referredhtaiiicle 90;
(c) reject incomplete or informal applications;

(d) store financing statements and financing chasiggements in
durable form as a register;

(e) store other data required or permitted by atearthis Law to be
stored in relation to the register;

(f)  issue a verification statement;
(g) allow a person to search the register directly;
(h)  produce search reports; and

() allow a person to do such other things as aqeired or permitted
by or under this Law to be done by the person latign to the
register.

Nothing in this Article prevents the impositidy the registrar of
reasonable conditions for the use of the system.

Removal of data from register

(1)

(2)

®3)

(4)

Data in a registration may be removed fromrdggster —
(@) when the registration is no longer effective; o
(b) to the extent of the discharge of the regiitnat

Data in a registration may be removed fromridgaster if the registrar is
satisfied that the data are frivolous or vexatious.

The registrar shall, before he or she makeedisibn that he or she is
satisfied as referred to in paragraph (2), takeaeable steps to serve on
the person named in the registration as securdg fiarthe case of a

security interest) or assignee (in the case of dksignment of a

receivable) notice to show, within the 30 daysrafite day when those

steps are complete, that the data are not frivabowexatious.

If the person so named fails within those 3@¢sdd#0 show to the
registrar’s satisfaction that the data are notofdus or vexatious, the
registrar may, in the registrar's discretion, reedhe data from the
register.

Restoration of registration

(1)

If data in a registration are removed from tégister in accordance with
Article 80(4), the Royal Court may, on the applicatof the person
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82

83

84

referred to in that paragraph, make an order dngdhat the data be
restored to the register if it is satisfied thag thata are neither frivolous
nor vexatious.

(2) The Royal Court may make such other order #isinks proper for the
purpose of giving effect to an order made undeagaph (1).

(3) The registrar (and any other person to whorarder under this Article is
directed) shall comply with the order.

(4) The registrar may restore data to the reg{sterestore a registration that
has been discharged) if it appears to the regitedrthe data have been
incorrectly removed from the register (or the régison incorrectly
discharged) because of an administrative or clegcaor made by or
under the authority of the registrar.

(5) Arregistration to which data have been restgoed registration restored)
under this Article shall be regarded as havingioomld in force as if the
relevant data had not been removed from the ragjistr (or the relevant
registration had not been discharged).

(6) However, the operation of paragraph (4) ofirfgklation to a registration
is subject to any order that the Royal Court maykeran application by a
person named in the registration immediately befoeeremoval of data
(or discharge of registration) or by any other persvho would be
affected by the restoration of the data (or ofrdggstration).

Correction of errors or omissions

The registrar may, with the consent of the persamed in a registration as
secured party (in the case of a security inter@sgssignee (in the case of the
assignment of a receivable), correct any admirtiggar clerical error, or an
administrative or clerical omission, made by or emdhe authority of the
registrar in the registration.

Access to register

(1) The public shall be entitled to make searchHdharegister and to obtain
written reports setting out the information in tiegjister relevant to those
searches.

(2) The registrar shall make the register reasgnabtessible to the public
for the purposes of allowing the operation of tgetem referred to in
Article 79, searches to be made and any othernegents of this Law to
be met.

Printed search result as evidence

A printed search result that purports to be issyedr under the authority of the
registrar shall be admissible as evidence andithe absence of evidence to
the contrary, proof of the registration of any fioang statement or financing
change statement to which the search relates dimgju-

(a) the date and time of registration of the statetrand
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(b)

the order of registration of the statementraiicated by the registration
number (if any), or date and time, set out in thieted search result.

PART 9
MISCELLANEQOUS

85  Secured party to provide information

(1)

)

®3)

(4)

®)

(6)

The grantor in respect of a security intereaymequire the secured party
to provide the grantor free of charge with anyhef tollowing —

(@) a copy of the security agreement;

(b) a statement in writing of the amount of theebttdness under the
security agreement and of the terms of payment lod t
indebtedness;

(c) adescription of the collateral under the siéggagreement.

Subject to paragraph (3), a secured party soatiply with a requirement
under paragraph (1) within the 30 days after thewlaen notice of the
requirement is served on the secured party.

A secured party may satisfy a requirement updeagraph (1)(c) by —

(@) requiring (within the 30 days referred to inrggraph (2)) the
grantor to provide a list or description of thelatdral; and

(b) having received the list or description, prangl the grantor,
within 30 days after the receipt of the list or dggtion, with the
secured party's approval or corrections of thatdrsdescription.

Paragraph (1)(c) does not apply if the secunitgrest extends over all of
the grantor’s intangible movable property.

Paragraph (1) does not apply if the copy, statd, or description,
required is, or is required to be, available uraley other enactment or
rule of law to the person who made the requirement.

A person who fails to comply with this Artickehall be guilty of an
offence and liable to a fine of level 3 on the dind scale.

86  Exemption from Article 85

(1)

)

The Royal Court may, on application by a sedyparty, make an order
exempting the secured party from compliance witleguirement made
under Article 85 in whole or in part if the Coust $atisfied that, in the
circumstances, it would be unreasonable for thersecparty to have to
comply in whole or in part with the requirement.

The Royal Court may, on application by a sedurarty, make an order
extending the time for compliance with a requirememade under
Article 85 if the Court is satisfied that, in theccimstances, it would be
unreasonable for the secured party to have to gomygth the
requirement within the 30 days after the day oncliie or she is served
with notice of the requirement.
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(3) The Royal Court may make such other order #isinks proper for the
purpose of giving effect to an order made undeagaph (1) or (2).

(4) Article 85 shall not apply to the extent of aewemption by order of the
Royal Court under this Article.

(5) The application of an expression of time iniélet 85 is subject to any
extension of that time by order of the Royal Caumtler this Article.

(6) Article 85 shall not apply in such circumstasi@s the Minister may by
Order prescribe.

87  Order for compliance

If, without reasonable excuse, a secured partyfagesd to comply with a

requirement under Article 85, the Royal Court maw, application by the

grantor who made the requirement, or by any otlkeesgn who has an interest
in the matter, make one or both of the followindess —

(@) an order that the secured party comply withréggliirement;

(b)  such other order as the Court thinks proper.

88  Failure to comply with order

If a person fails to comply with an order underiélet 87, the Royal Court may,

on application by the grantor who made the requér@mander Article 85 —

(@) make an order declaring that the security @serto which the
requirement relates is to be treated as unperfemtedischarged, and
directing the registrar to remove from the registey registration of the
security interest; or

(b) make such other order as it thinks fit for thepose of giving effect to
the order under Article 87.

89  Obligation to disclose successor

(1) If a grantor in respect of a security interdsés not know the identity, or
address, of the current secured party in relatiothé security interest,
the grantor may require a person who was a seqady in relation to
the security interest and of whom the grantor dowsv the identity and
address to inform the grantor of the name and addoé the person’s
immediate successor in interest and of the latestessor in interest.

(2) The person shall comply with the requirementhe extent that those
matters are known to the person.

(3) A person who fails to comply with this Artickehall be guilty of an
offence and liable to a fine of level 3 on the diad scale.

90 Fees

(1) The registrar may require the payment to tlgestear of fees for or in
respect of —
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(a) the performance of any duty, or the exercisaryf power, of the
registrar under this Law; or

(b) the use of, or access to, the system refeor@dArticle 79.

(2) Those fees shall be fees published by the yiefsgancial Services
Commission in accordance with Article 15(5) of tRi@ancial Services
Commission (Jersey) Law 199&nd may include periodic fees in respect
of registrations maintained on the register.

91 Rules of court

The power to make rules of court under the RoyalrC@lersey) Law 1948
shall include a power to make rules for the purposé this Law and
proceedings under this Law.

92 Orders

(1) The Minister may make Orders, not inconsisteith this Law, for or
with respect to any matter that by this Law is iegglior permitted to be
prescribed by Order or that is necessary or coeveino be prescribed by
Order for carrying out or giving effect to this Laand, in particular, but
without prejudice to the generality of the foregpifor or with respect to
any of the following —

(a) procedures, requirements, and other mattersedpect of the
register and its operation, including access toit#, location,
suspension of its operation, suspension of acoasamd the hours
when it is to be accessible;

(b) procedures, requirements, and other matters,respect of
registration (or entering in the register) undds thaw, including
the following —

() the description of collateral, or of proceedsat is to be
included in financing statements and financing dean
statements,

(i)  the description of receivables and their assignts that is to
be included in financing statements and financihgnge
statements,

(i) a requirement to describe by serial number,

(iv) the form and content of financing statemermtsfinancing
change statements, and of other data authorizeelgoired
by or under this Law to be entered or registeredhia
register,

(v) the effectiveness, renewal, repetition, disgbaexpiry, and
amendment, of registration;

(c) the data to be entered in the register to effesnew, repeat,
discharge, or amend, registration;

(d) any other matters relating to registration urntes Law;

(e) procedures, requirements, and other mattergsipect of the form
and use of verification statements to confirm astegtion;
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(2)

®3)

(f)  procedures, requirements, and other matterespect of searching
the register, including criteria on which a sear@y be conducted,
the method of disclosure and the form and contdnsearch
results;

(g) forms in general for the purposes of this Law;

(h)  procedures, requirements, and other mattergspect of notices
for the purposes of this Law, including the mattersespect of
which notices are required and the form of notioeder this Law;

()  the functions of the registrar.

An Order made under this Law may contain sucansitional,
consequential, incidental or supplementary prousi@r such savings, as
appear to the Minister to be necessary or expethetihe purposes of the
Order.

A reference in this Article to procedures does include the procedure
of any court.

93 Regulations

(1)
)

®3)

The States may by Regulations amend Partatd2l.

The States may make Regulations, not incomdistéh this Law, for or
with respect to any matter that by this Law is regflior permitted to be
prescribed by Regulations or that is necessary amvenient to be
prescribed by Regulations for carrying out or givéffect to this Law.

Regulations made under this Law may containhsa@nsitional,
consequential, incidental or supplementary proasi@r such savings, as
appear to the States to be necessary or expedietitef purposes of the
Regulations.

94  Amendments

Schedule 1 shall have effect.

95  Savings, and transitional and consequential pr@sions

(1)
)

®3)

(4)

()

Schedule 2 shall have effect.

The States may, by Regulations, make provisidna saving or
transitional nature consequent on the enactmettisfLaw, and those
Regulations may, but are not required to, ameneéd@de 2.

The States may, by Regulations, amend any mesatt(other than this
Law) consequentially on the enactment of this Law.

A provision of Regulations made under this &di(or a provision of
Schedule 2 as amended by Regulations made undeAtticle) may, if
the Regulations (or Schedule 2 as so amended) aadpr come into
force on the day on which this Article comes irdock or on a later day.

To the extent to which any such provision cotinés force on a date that
is earlier than the date on which notice has bedtighed (as required by
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Article 3 of the Official Publications (Jersey) La®60) of its making,
the provision does not operate so as —

(a) to affect, in a manner prejudicial to any pargother than the
States or an administration of the States), thetsigf that person
existing before the latter date; or

(b) to impose liabilities on any person (other ththe States or an
administration of the States) in respect of anyghdone or omitted
to be done before the latter date.

96 Citation and commencement
(1) This Law may be cited as the Security Interéktssey) Law 201-.

(2) This Law shall come into force on such day aydas the States may by
Act appoint.
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SCHEDULE 1

(Article 94)

AMENDMENTS

1 Security Interests (Jersey) Law 1983 amended

The Security Interests (Jersey) Law 198%all be amended as follows —

(@

after Article 1 there shall be inserted théof@ing Article —

“1A Application of this Law

(b)

(©)

(1) This Law shall apply only to a continuing setyurinterest in
relation to which Schedule 2 to the Security Irgese(Jersey)
Law 2012 provides that the prior law applies.

(2) In this Article, ‘continuing security intereséind ‘prior law’ shall
have the same meanings as in that Schedule.”;

in Article 12(2), for the words “If after theommencement of this Law”
there shall be substituted the words “Despite angtim Article 1A, if
after the commencement of this Law and before #te dn which Part 3
of the Security Interests (Jersey) Law 201- comasforce”;

in Article 14, after the words “commencementtog Law” there shall be
inserted the words “and before the date on whiath 3Paf the Security
Interests (Jersey) Law 201- comes into force”.

2 Bankruptcy (Désastre) (Jersey) Law 1990 amended

The Bankruptcy (Désastre) (Jersey) Law 198hall be amended as follows —

(@

(b)

in Article 1(1), for the definition “securitynierest” there shall be
substituted the following definition —

security interest’ means —

(@) a continuing security interest to which, asenefd to in
Article 1A of the Security Interests (Jersey) La®83?, that
Law applies; or

(b) a security interest within the meaning of thec@®ity
Interests (Jersey) Law 203

after Article 10(3) there shall be inserted fihiéowing paragraphs —

“(4) Paragraphs (1) and (2) shall not prevent anset party under a
security agreement from exercising, without the semm of the
Viscount, and without an order of the court, a poweder Part 7
of the Security Interests (Jersey) Law 201- in trete to the
relevant collateral.
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(5) Paragraph (3) shall not avoid a transfer ofehanade pursuant to
a power under Part 7 of the Security InterestsséjgrLaw 201-
even if not made to, or with the sanction of, thecdunt.”;

(c) for Article 14(2) there shall be substituted tbllowing paragraph —

“(2) Article 6 of the Security Interests (Jerseygw.1983, or Articles 56
and 59 of the Security Interests (Jersey) Law 2€Hall apply to a
security interest to which any movable propertyaotiebtor is
subject, being, respectively, a continuing secuiritgrest within
paragraph (a) of the definition of ‘security intgt'an Article 1(1)
or a security interest within paragraph (b) of thefinition.”;

(d) for Article 32(7) there shall be substituted tbllowing paragraph —

“(7) Where any property of the debtor is subjeca tmontinuing security
interest within paragraph (a) of the definition‘sécurity interest’
in Article 1(1) or a security interest within paragh (b) of that
definition, the proceeds of sale of the propertglisbe applied in
the manner provided by, respectively, Article 8¢b)the Security
Interests (Jersey) Law 1983 or Part 7 of the Shcuriterests
(Jersey) Law 201-.".

3 Companies (Jersey) Law 1991 amended

At the end of Article 159 of the Companies (Jerdegiv 19922 there shall be
added the following paragraph —

“(5) Paragraph (3) shall not avoid a transfer aires made pursuant to
a power under Part 7 of the Security Interestsséj@rLaw 201+
even if not made to, or with the sanction of, lgeiator.”.

4 Building Loans (Jersey) Law 1950 amended
The Building Loans (Jersey) Law 1956hall be amended as follows —

(@) for the definition of “security agreement’ arigsecurity interest™ in
Article 1 there shall be substituted the followohgfinition —

security interest’ means, as the case requies¢ontinuing
security interest to which, as referred to in AditA of the
Security Interests (Jersey) Law 1983that Law applies or a
security interest within the meaning of the Seguiihterests
(Jersey) Law 2015 and ‘security agreement’ has a corresponding
meaning.”;

(b) for Article 15(8) there shall be substituted tbllowing paragraph —

“(8) In the event of a breach of any of the comuis mentioned in
Article 14(3) or any other provision of the secyriéigreement
which is by virtue thereof made an event of defahl Minister on
behalf of the States shall, without prejudice ty ather rights of
the States under the security agreement —

(a) inthe case of a security agreement that aesiontinuing
security interest to which, as referred to in AditA of the
Security Interests (Jersey) Law 1983, that Lawiappt
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() have the power of sale given by Article 8 ofeth
Security Interests (Jersey) Law 1983, and

(i) may exercise that power in accordance with the

provisions of that Article; or

(b) in the case of a security agreement that adeatsecurity
interest within the meaning of the Security Intésgdersey)
Law 201-, may exercise the powers of a secureq pader
that Law.”.

5 Drug Trafficking Offences (Jersey) Law 1988 amenetl

For Article 2(3)(d) of the Drug Trafficking OffensgJersey) Law 1988there
shall be substituted the following sub-paragraph —

“(d) any sum the payment of which is secured omiadny of the
realisable property by a security interest credttefbre the
making of the confiscation order, being a contigusecurity
interest to which, as referred to in Article 1Ath& Security
Interests (Jersey) Law 1983that Law applies or a security
interest within the meaning of the Security Intésgdersey)
Law 201",

6 Powers of Attorney (Jersey) Law 1995 amended

The Powers of Attorney (Jersey) Law 19%hall be amended as follows —

(@) for Article5(1) and (2) there shall be suls&t the following
paragraphs —

“(1)

)

In this Article —

‘appropriate Security Interests Law’ means whichéwav applies
to the relevant security interest, being the Sé&cuhterests
(Jersey) Law 1983o0r the Security Interests (Jersey) Law 2§1-

‘bankruptcy’ includes any insolvency proceedings aofsimilar
nature to bankruptcy in any place outside Jersey;

‘foreign law” means any law other than the law efs¢y;

‘security interest’ means, as the case requiresngnuing security
interest to which, as referred to in Article 1A tife Security
Interests (Jersey) Law 1983, that Law applies seaurity interest
within the meaning of the Security Interests (Jgréaw 201-, and
‘security agreement’ and ‘secured party’ have @&poading
meanings.

Where a power of attorney is expressed to tevadcable and is

given —

(@) for the purpose of facilitating the exercisepaoiwers of a
secured party under the appropriate Security Iatedeaw in
respect of a security interest or of powers giverspant to a
security agreement in respect of a security inteoes
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(b) pursuant to, in connection with, for the pumpa¥, or as
ancillary to, security governed by foreign law,

then, so long as the security interest or secusitgffective, the
power of attorney shall not be revoked —

() inany case, by the donor without the consénihe donee;

(i) if the donor is an individual, by his or heeath, incapacity
or bankruptcy; or

(i) if the donor is a body corporate, by its bambtcy or
dissolution.”;

(b) in Article 6(1) for the definition of “securegarty” there shall be
substituted the following definition —

“wot

secured party’ has the same meaning as in Artic?.

7 Limited Liability Partnerships (Jersey) Law 1997amended

For the definition of “charge” in Article 1(1) ofhé Limited Liability
Partnerships (Jersey) Law 199there shall be substituted the following

definition —

“‘charge’, except in Articles 8 and 37, includesexurity interest,
being a continuing security interest to which, afemred to in
Article 1A of the Security Interests (Jersey) La®98¥", that Law
applies or a security interest within the meanimghe Security
Interests (Jersey) Law 20%-and ‘charged’ shall be construed
accordingly;”.

8 Proceeds of Crime (Jersey) Law 1999 amended

For Article 2(3)(a)(iv) of the Proceeds of Crimenrgey) Law 1999 there shall
be substituted the following clause —

“(iv) any sum the payment of which is secured droahny of the
realisable property by a security interest crediefibre the
making of the confiscation order, being a contigusecurity
interest to which, as referred to in Article 1Ath& Security
Interests (Jersey) Law 1983that Law applies or a security
interest within the meaning of the Security Intésgdersey)
Law 2012% and”.

9 Taxation (Land Transactions) (Jersey) Law 2009 aended

For the definitions of “secured party”, “securitgraement” and “security

interest”

in Article 1(1) of the Taxation (Land Tsactions) (Jersey)

Law 2009° there shall be substituted the following definitie

security interest’ means, as the case requies¢ontinuing
security interest to which, as referred to in AditA of the
Security Interests (Jersey) Law 1983that Law applies or a
security interest within the meaning of the Seguiinterests
(Jersey) Law 20%% and ‘security agreement’ and ‘secured party’
have corresponding meanings;”.
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SCHEDULE 2

(Article 95)

SAVINGS AND TRANSITIONAL PROVISIONS

1 Interpretation
In this Schedule —

“amend”, in relation to a continuing security irgst, means —
(a) alter the security interest so that it relatesan obligation not
previously secured;

(b) alter the terms on which the obligation to whithe security
interest relates is secured so far as those teefaterto that
security interest;

(c) extend or reduce the duration of the secunitgriest; or

(d) add to or modify the collateral to which thecwaty interest
relates;

“continuing security interest” means a securitgiest that —

(@) has been created in accordance with the Sgdaotérests (Jersey)
Law 1983 on or after 5 April 1983 and before Paddsnes into
force; and

(b) s still in force when Part 3 comes into force;

“prior law” means the provisions of the Securityteirests (Jersey)
Law 1983 and of any other law (other than this Lawany enactment
made under this Law) that is capable of applicationa continuing
security interest.

2 Prior law applies to continuing security interest

The prior law (and not this Law), as in force fraime to time, continues to
apply to a continuing security interest unlessdbstinuing security interest is
amended after Part 3 comes into force.

3 Priority as between continuing security interest&nd certain security
interests and assignments

(1)

)

A continuing security interest over collatefaging a continuing security
interest to which the prior law applies, has ptiover any security
interest created under this Law over the same teollh unless the
secured party in respect of the continuing securtgrest otherwise
agrees.

A continuing security interest over collatettaht is a receivable, being a
continuing security interest to which the prior |lapplies, has priority
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©)

over a new-Law assignment of the same receivaldietiver or not the
assignment is perfected under this Law, unlessstmured party in
respect of the continuing security interest otheenagrees.

In sub-paragraph (2), “new-Law assignment” nsean assignment, after
Part 6 comes into force, of a receivable payabla Bgrsey company or a
Jersey individual.

4 Amendment of continuing security interest

(1)

)

If a continuing security interest to which tor law applies is amended
after Part 3 comes into force, the continuing sécunterest, as so
amended, shall be taken to be a security intereated under this Law.

For the avoidance of doubt, if —

(a) a continuing security interest has been pertebly the possession
or control of collateral;

(b) the continuing security interest is amendedra®art 3 comes into
force;

(c) the possession or control existed at the tiféhat amendment;
and

(d) the possession or control would be sufficienpérfect a security
interest created under this Law in the same codite

the continuing security interest shall be takebhd@erfected —
()  under this Law;

(i) by the possession or control; and

(i) at the time of the amendment.

5 Prior assignments of receivables

(1) Except as provided in this paragraph, the gaar as in force from time
to time, and not this Law, shall apply to a priesignment.

(2) Article 59(2) shall apply to a prior assignmest soon as that paragraph
comes into force, but a reference in that paragtapgyerfection includes
registration of a prior assignment as referredhtsub-paragraph (3).

(3) A prior assignment may be registered under altiring or after the
transitional period.

(4) Despite anything in Part 8, such registratiballstake effect at the later
of the following times —

(@) when Part 6 comes into force;
(b)  when the prior assignment is actually registere
unless the registration is cancelled before ther laftthose times.

(5) Such registration does not affect the operatibrsub-paragraph (1) in
relation to a prior assignment, but sub-paragr&phshall apply to
determine questions of priority that relate tophier assignment.

(6) As between 2 or more assignments of the saceviable —
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(7)

(8)

(@) the prior law as in force from time to timedamot this Law, shall
apply to determine questions of priority as betweeamong such
assignments as are prior assignments, whethertangoor more
of these have been registered under this Law; and

(b)  this Law shall apply to determine questiongbrity as between
any prior assignment and any new-Law assignmeatrédmg to —

()  whether or not the assignments are perfectsiyaments,
and

(i)  the times at which their registrations toolkeet.

A perfected security interest created undex tlaiw over collateral that is
a receivable has priority over a prior assignmdrthe same receivable,
being an assignment that is not a perfected assighat the time when
the security interest is perfected.

In this paragraph —

“before Part 6 comes into force” includes a timéobe this Schedule is
enacted or comes into force;

“new-Law assignment” means an assignment, aftet @apmes into
force, of a receivable payable by a Jersey compaayJersey individual;

“prior assignment” means an assignment, before@esimes into force,
of a receivable payable by a Jersey company arsayendividual;

“prior law” means the provisions of any law (othban this Law or any
enactment made under this Law) that is capableplication to a prior
assignment;

“transitional period” means the period commencingew Part 8 comes
into force and ending when Part 6 comes into force.
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