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I. Introduction  

The Commission’s interest in the area of secured transactions dates back to the late 
1970s when the Commission took under consideration the first studies in that area of law 
and the Secretariat suggested the preparation of a model law. At its 13th Session in 1980, 
the Commission examined the suggestion made by the Secretariat but concluded that a 
uniform law on security interests was hard to achieve because of the complexity of the 
subject matter and the differences of the State’s legal systems that would require 
harmonization of other areas of law. Thus the Commission suggested awaiting the results 
of the work of other organizations on the harmonization of other areas of law.  
The need to start working in the area of secured credit was restated at the 1992 
UNCITRAL Congress on Uniform Commercial Law and throughout the years in 
conferences all over the world.  
 
At its 33rd Session in 2000, the Commission decided that it was time to start working in 
the area of secured transactions, particularly in light of the ongoing work of the 
Commission on insolvency law. It was widely felt that a modern law on secured 
transactions would have a beneficial impact on the availability and the cost of credit and 
would lessen the inequalities in the access to lower-cost credit between parties in 
developed countries and those in developing countries. The overall result would be a 
positive impact on international trade. Thus, the Commission entrusted the Secretariat to 
prepare a study on the topic.  
 
During its 34th Session in 2001, the Commission examined the study prepared by the 
Secretariat and after a discussion in which differing views were expressed as to whether 
it was time to undertake further work in that area of law, the Commission decided to 
establish a Working Group with the mandate to develop an efficient legal regime for 
security rights in goods involved in a commercial activity. It was widely felt that a modern 
secured credit law would benefit a country’s economic and financial system (with both 
short- and long-term macroeconomic benefits) and that such benefits would apply to both 
countries that did not have rules on secured transactions and countries with outdated 
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laws. The Commission agreed that the Working Group should primarily focus on security 
rights in goods involved in a commercial activity, including inventory of goods used in 
manufacturing or destined for sale, without dealing with security interests over investment 
securities (since the Unidroit had already done work and had an interest in that area) and 
security interests over intellectual property (since there was less need for work in that 
area). However, the Commission left open the possibility of widening the scope of the 
work at a later stage, to include security interests over intellectual property. As to the form 
of the work, preference was given to a legislative guide including principles for an efficient 
legal regime on secured transactions and model legislative provisions, because that was 
deemed to be a more flexible instrument than a model law. The Commission 
recommended that a colloquium be held before the first session of the Working Group on 
Security Interests. 
 
The Working Group on Security Interests held its first session in May 2002. During the 
next sessions throughout the years following 2002, the Working Group decided to deal 
with security interests over intellectual property and to develop other documents in 
addition to the legislative guide.  
 

II. Texts adopted by the Commission from 2002 

Since 2002, the Working Group has worked on several texts that were adopted by the 
Commission. The Model Law on Secured Transactions is the last document adopted by 
the Commission during its Forty-Ninth session held in New York from June 27 to July 15, 
2016. 

(i) UNCITRAL Legislative Guide on Secured Transactions 
The Guide aims at assisting States in modernizing their secured transactions laws. It 
includes commentary and legislative recommendations on all issues that need to be 
addressed and regulated in a modern law on security rights in all types of movable assets, 
tangible or intangible. It follows a “functional and integrated approach to secured 
transactions” that relies on (i) a concept of security right that includes all types of right in 
movable property created by agreement to secure payment or other performance of an 
obligation (regardless of the form of the transaction or how the parties define it) and (ii) 
on a public registry that gives notice of a security right to third parties.    
It was adopted by the Commission at its 40th Session (Second part) held in Vienna from 
December 10 to 14, 2007. 
 
(ii) UNCITRAL Legislative Guide on Secured Transactions: Supplement on 
Security Rights in Intellectual Property 
The purpose of the Supplement is to make credit more available and at a lower price to 
intellectual property owners and other intellectual property rights holders, thus increasing 
the value of intellectual property rights as security to obtain financing.  
The Supplement explains how the commentary and recommendations of the Guide apply 
when the encumbered asset is intellectual property and adds new commentary and 
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recommendations. However, with regard to intellectual property, the law recommended 
in the Guide does not apply if its provisions are inconsistent with the national law or 
international agreements to which the enacting State is a party.  
The Supplement was completed by the Working Group and adopted by the Commission 
at its 43rd Session held in New York from June 21 to July 9, 2010. 
 
(iii) UNCITRAL Guide on the implementation of a Security Rights Registry 
The document provides guidance to States with respect to the establishment and 
operation of security rights registries, which are public registries that provide notice of the 
existence of security rights to third parties. The creation of a registry where information 
about the existence of security rights in movable assets may be registered, increases 
transparency and certainty of rights which in turn may increase access to credit at lower 
cost. 
The Registry Guide also aims at promoting harmonization of national security rights 
registration regimes and coordination among national security rights registries, with the 
result of facilitating the recognition of security rights among States.  
It was adopted by the Commission at its 46th Session held in Vienna from July 8 to 26, 
2013. 
 
(iv) UNCITRAL Model Law on Secured Transactions (“Model Law”) and draft Guide 
to Enactment. 
The Model Law is based on the recommendations included in the Legislative Guide on 
Secured Transactions and is consistent with all texts prepared by UNCITRAL on secured 
transactions, including the UN Convention on the Assignment of Receivables in 
International Trade and the Supplement on Security Rights in Intellectual Property. The 
draft Guide to enactment explains the provisions and options included in the Model Law 
and provides background.  
The Model Law was finalized by the Working Group during its Twenty-Ninth session held 
in New York in February 2016, and submitted to the Commission for its adoption. 
The Commission adopted the Model Law with amendments at its Forty-Ninth session held 
in New York from June 27 to July 15, 2016. 
As for the draft Guide to Enactment, at its Twenty-Ninth session the Working Group 
requested the Commission permit one or two additional sessions to complete the Guide. 
At its Forty-Ninth session, the Commission gave the Working Group up to two sessions 
to complete the work and submit the draft Guide to Enactment to the Commission for final 
review and adoption at its Fiftieth session to be held in 2017.  
 

III. Core provisions of the Model Law on Secured Transactions  

The Model Law is the result of the hard work of the Working Group (comprised by the 
member States delegations), the international organizations with expertise in secured 
credit that attended the session as observers, and the Secretariat of the Commission, for 
almost three years.  
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The core provisions of the Model Law on secured transactions are set forth below.  
 
Chapter I - Scope of application and general provisions  
The Model Law applies to security rights in movable assets and to outright transfers of 
receivables by agreement, with some exceptions provided in the Model Law. 
The Model Law does not apply to security rights in: 
(i) the right to request payment under, or to receive proceeds of, an independent 
guarantee or letter of credit; 
(ii) intellectual property in so far as the Model Law is inconsistent with the law regulating 
intellectual property of the enacting State; 
(iii) intermediated securities; 
(iv) payment rights under financial contracts governed by netting agreements (with the 
exception of a payment right arising upon the termination of all outstanding transactions). 
As defined in Chapter I Article 2 (“Definitions and rules of interpretation”), a security right 
is “ (i) A property right in a movable asset that is created by an agreement to secure 
payment or other performance of an obligation, regardless of whether the parties have 
denominated it as a security right, and regardless of the type of asset, the status of the 
grantor or secured creditor, or the nature of the secured obligation; and (ii) The right of 
the transferee in an outright transfer of a receivable”.  
    
Chapter II - Creation of a Security right   
Article 6 regulates the creation of a security right and the requirements for a security 
agreement. According to this Article, a security right is created by a security agreement if 
the grantor has rights in the asset or the power to encumber the asset. The parties to a 
security agreement can provide for the creation of a security right in a future asset, but in 
this case the security right is created when the grantor obtains rights in the asset or the 
power to encumber it.  
A security agreement must: (i) be in writing and signed by the grantor; (ii) identify the 
grantor and the secured creditor; (iii) describe the secured obligation and encumbered 
assets as required in other provisions of the Model Law and (iv) indicate the maximum 
amount for which the security right may be enforced (the inclusion of this last requirement 
is left to the discretion of the enacting State, which may find it helpful to ease lending from 
another creditor). 
A security agreement can be oral provided that the secured creditor is in possession of 
the encumbered asset. 
According to Articles 7 and 8, a security right (i) may secure any type of obligation, present 
or future, determined or determinable, conditional or unconditional, fixed or fluctuating 
and (ii) may encumber any type of movable assets; parts of and undivided rights in 
movable assets; generic categories of movable assets and all of the grantor’s movable 
assets.     
The extinguishment of a security right is provided when all secured obligations are 
discharged and there is no outstanding commitment to extend credit secured by the 
security right, as provided under Article 12.  
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This Chapter also includes asset-specific rules that regulate the effectiveness of security 
rights in receivables, negotiable documents, tangible assets with respect to which 
intellectual property is used and right to payment of funds credited to a bank account.  
 
Chapter III - Effectiveness of a security right against third parties  
Under Article 18, a security right in an encumbered asset is effective against third parties 
if the related notice is registered in the registry. The registry is established by the enacting 
State to implement the provisions of the Model Law.   
In the event of a security right in a tangible asset, the security right is also effective against 
third parties if the secured creditor has possession thereof. The transfer of possession in 
this last provision is understood and recommended in the Guide simply as an alternative 
method to registration to achieve third-party effectiveness (and not as a distinct security 
right commonly called pledge in a number of States). 
If the security right in an asset is effective against third parties then it is also effective in 
the proceeds of that asset without any further act provided that such proceeds are 
identifiable (pursuant to other provision of the Model Law regulating the right to money or 
funds) and are in the form of money, receivables, negotiable instruments or rights to 
payment of funds credited to a bank account.   
Asset-specific rules for the effectiveness against third parties are provided for security 
rights in (i) the rights to payment of funds credited to a bank account; (ii) negotiable 
instruments and tangible assets covered thereof and (iii) uncertificated non-intermediated 
securities. 
 
Chapter IV - The Registry System  
The legal purpose of establishing a public registry (the “Registry”) is to give effect to the 
provisions of the Model Law relating to the registration of notices of security rights.  
The creation of a Registry is one of the most significant aspect of the Model Law. 
The novelty of a general security rights registry as recommended in the Guide, in contrast 
to other systems adopted by a number of States (such as the title registration system or 
the document registration system) is the concept of having a speedy and inexpensive 
notice registration system. In a notice registration system, there is no obligation to register 
the underlying security documentation or to provide it for scrutiny by the registrar. The 
registration is performed by submitting a simple notice providing basic information about 
the security right to which it refers, as explained more in detail below. This approach 
simplifies the registration process by reducing the administrative and archival burden on 
the registry system and relieving the registrants from the delay and cost of having to 
provide evidence of the underlying security documentation.  
The “Model Registry provisions” are of equal importance to those of the Model Law and 
their enactment in primary or secondary legislation is left to the discretion of the enacting 
State, as agreed by the Working Group during its Twenty-Ninth session.    
As provided under Article 2 of the Model Registry provisions, the registration of an initial 
notice (that makes the security right to which it refers effective against third parties) must 
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be authorized by the grantor in writing. A written security agreement is sufficient to 
constitute authorization by the grantor.  
The authorization by the grantor may be given before or even after the registration of an 
initial or amendment notice.    
In the event of a security right created by transfer of possession to the secured creditor 
and conclusion of an oral agreement, possession is not sufficient to reflect the grantor’s 
authorization for registration. This issue was clarified during the Twenty-Ninth session of 
the Working Group that agreed on the facts that the creation of a security right is different 
from the grantor’s authorization for registration, and that the relinquishment of possession 
would extinguish the security right.  
Article 3 provides for the registration of a single notice that relates to security rights 
granted by the grantor to the secured creditor under multiple security agreements. 
Article 4 regulates the advance registration that is a registration of a security right before 
the creation of the security right or the conclusion of a security agreement. The advance 
registration offers several advantages: it allows the secured creditor to establish priority 
against other secured creditors under the general first-to-register priority rule while the 
security agreement is being negotiated, and it avoids the risk of having a registration non-
effective in cases where the underlying security agreement is deficient at the time of 
registration but is later rectified.  
With regard to the question of who is entitled to submit a notice to the Registry, the Model 
Law provides that any person may submit a notice as long as such person (i) uses the 
prescribed notice form, (ii) identifies itself in the prescribed manner and (iii) pays the 
prescribed fee.  
As for the Registry’s main duties and prohibitions, Article 7 requires that the Registry (i) 
maintains information about the registrant’s identity and provides such information to the 
person identified as the grantor upon request; and prohibits the Registry (ii) from requiring 
verification of the information relating to the registrant’s identity, or conducting any 
scrutiny of the content of a notice or a search request unless otherwise permitted by the 
Model Law.  
Pursuant to Article 8, an initial notice must include the following information: 
(a) identifier and address of the grantor; 
(b) identifier and address of the secured creditor or its representative; 
(c) description of encumbered assets; 
(d) the period of effectiveness of the registration and the maximum amount for which the 
security right may be enforced (these last two requirements are left to the discretion of 
the enacting State and connected to the adoption of certain provisions of the Model Law 
that regulate the period of effectiveness of the registration of a notice, and the 
requirements for a security agreement). 
Other provisions regulate the registration of amendment or cancellation notices in order 
to modify information submitted in a notice or cancel the effectiveness of the registration. 
Also, there is a section dedicated to searches of the Registry record and relating criteria.   
With regard to the organization and selection of the Registry, each enacting State will 
select the appropriate authority that will determine the registrar’s duties and monitor its 
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performance. As for the Registry’s fees, the Working Group emphasized the importance 
of keeping the fees low or even adopting a free of charge system (as in Mexico, for 
example) to avoid the Registry being used by the States as a source of revenue. 
Other provisions regulate the correction of errors made by the Registry and the Registry’s 
liability.   
 
Chapter V - Priority of a security right   
This Chapter provides general and asset-specific rules to determine priority among 
competing security rights.  
Article 29 provides the general criteria used to determine priority between multiple 
security rights created by the same grantor in the same encumbered asset. 
The criteria depends on how the security rights were made effective against third parties: 
(a) for security rights that were made effective against third parties by registration of a 
notice in the Registry, priority is determined by the order of registration, without taking in 
consideration the order of creation of the security rights; 
(b) for security rights that were made effective against third parties in a manner other than 
by registration of the notice in the Registry, priority is determined by the order of third-
party effectiveness, and  
(c) in the event of a security right made effective against third parties by registration and 
a security right made effective against third parties in a manner other than by registration 
of the notice in the Registry, priority is determined by the order of registration or third-
party effectiveness, whichever occurs first.   
Other provisions in Chapter V regulate priority of (i) competing security rights in the 
proceeds of the encumbered asset; (ii) competing security rights in tangible assets 
commingled in a mass or product; (iii) competing rights of buyers or other transferees, 
lessees or licensees of the encumbered asset; (iv) competing rights of judgment creditors 
and preferential claims as indicated by the enacting State; (v) acquisition security rights 
in equipment or in intellectual property or rights of a licensee under a license of intellectual 
property primarily used or intended to be used by the grantor in the operation of its 
business; (vi) acquisition security rights in inventory, or in intellectual property or rights of 
a licensee under a license of intellectual property held by the grantor for sale or license 
in the ordinary course of the grantor’s business and (vi) acquisition security rights in 
consumer goods or in intellectual property, or rights of a licensee under a license of 
intellectual property that are used or intended to be used by the grantor primarily for 
personal, family or household purposes.  
Article 35 regulates the effects of the grantor’s insolvency on the priority of the security 
right. If the security right was effective when the insolvency proceedings commenced, 
then it remains effective against third parties with the same priority it had before the 
commencement of the insolvency proceedings, unless otherwise provided by the 
insolvency law of the enacting State.   
Finally, the asset-specific rules regulate priority of security rights in negotiable 
instruments, rights to payment of funds credited to a bank account, money, non-
intermediated securities and intellectual property. 
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Chapter VI - Rights and obligations of the parties and third party obligors  
The first section of this chapter regulates the rights and obligations of the grantor and the 
secured creditor, arising out of:  
(i) the terms and conditions set forth in the security agreement, and  
(ii) any usages and practices agreed between the parties.  
During the Twenty-Ninth session of the Working Group, different views were expressed 
as to whether a provision dealing with the application of practice-specific international 
trade usages should be added. The Working Group agreed that the matter should be left 
to the contract law of the enacting State.  
With regard to the obligations of the parties, Article 53 requires the party in possession of 
the encumbered asset to exercise reasonable care to preserve the asset and Article 54 
provides for the return of the asset to the grantor or the person designated by the latter 
(by agreement with the secured creditor) upon extinguishment of the security right. 
With regard to the parties’ rights, Article 55 gives rights to the secured creditor to make 
reasonable use of the asset and to request the reimbursement of reasonable expenses 
incurred to preserve the asset. Article 56 regulates the right of the grantor to obtain 
information relating to the asset and the obligation secured upon written request to the 
secured creditor. As discussed by the Working Group during its Twenty-Ninth session, it 
was agreed that said right would not be given to the grantor’s third party creditors but that 
the Guide to Enactment should discuss the possibility of extending the right to obtain 
information to the grantor’s third party creditors.   
Asset-specific rules regulating the parties’ obligations are provided for receivables and 
intellectual property (in the latter case the article refers to the intellectual property law of 
the enacting State). 
The second section regulates the rights and obligations of third-party obligors with regard 
to security rights in (i) receivables (addressing the issues of notification of the security 
right to the debtor of the receivable, the debtor’s defenses and rights of set-off against the 
secured creditor); (ii) negotiable instruments (which article refers to the relevant law on 
negotiable instruments of the enacting State); (iii) rights to payment of funds credited to 
a bank account; (iv) non-intermediated securities (which refers to the relevant law of the 
enacting State). 
 
Chapter VII - Enforcement of a security right 
This chapter includes provisions regulating post-default rights of the grantor and the 
secured creditor. Further, these articles regulate the enforcement process, the rights of 
higher-ranking secured creditors, how the secured creditor can obtain possession of the 
encumbered asset (either by applying or without applying to a court or other authority) 
and dispose of it, as well as the distribution of the proceeds relating to the sale or other 
disposition of the encumbered asset. 
A lengthy discussion was held on post default rights during the Twenty-Ninth session of 
the Working Group. In particular, different views were presented on whether the provision 
relating to the methods of exercising post-default rights should include alternative dispute 
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resolution mechanisms, including online dispute resolution. It was finally agreed that such 
reference should not be included and that the Guide to Enactment should explain (a) that 
the lack of a reference to ADR does not preclude the parties from agreeing to resolve 
their disputes through ADR and (b) the advantages and difficulties associated with ADR 
in the context of secured transactions. 
Asset-specific rules are provided for receivables, negotiable instruments, rights to 
payment of funds credited to a bank account and non-intermediated securities. 
 
Chapter VIII - Conflict of Laws   
These provisions provide general and asset-specific rules regulating the issue of 
applicable law. 
In particular, Article 84 provides that the rights and obligations of the parties arising out 
of the security agreement are regulated by the law chosen by the parties or the law 
governing the security agreement if no choice was made by the parties.  
Additional rules regulate the applicable law for the creation, effectiveness against third 
parties and priority of a security right in tangible assets (generally, the law of the State in 
which the asset is located) and intangible assets (generally, the law of the State in which 
the grantor is located, with some exceptions regulated in the Model Law). 
Different criteria apply to determine the applicable law governing enforcement of a 
security right: (i) for tangible assets, generally the law of the State in which the asset is 
located at the time of the commencement of the enforcement (ii) for intangible assets, 
generally the law applicable to the priority of the security right with some exceptions 
regulated under the Model Law.  
Asset-specific rules regulate the applicable law with regard to security rights in 
receivables, negotiable instruments, intellectual property and non-intermediated 
securities.  
 

IV. Future Work  

During its Forty-Ninth session, the Commission gave the Working Group up to two 
sessions to complete the work and submit the draft Guide to Enactment to the 
Commission for final review and adoption at its Fiftieth session to be held in 2017.  
The Commission highlighted the importance of the Guide to Enactment to implement and 
interpret the Model Law on Secured Transactions.  
The Commission agreed that, should the Working Group complete its work on the draft 
Guide to Enactment before the end of the two sessions given by the Commission to 
complete the text, then the remaining time should be used to discuss its future work. The 
Commission agreed that in any event, a colloquium (or meeting of experts) should be 
held to discuss the future work on security interests.    
Among the topics of its future work programme, the Commission listed:(i) the preparation 
of a contractual guide on secured transactions (including whether such guide should 
discuss contractual issues of concern to micro, small and medium-sized enterprises); (ii) 
a uniform law on intellectual property licensing; (iii) possible expansion of the Model Law 
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and Guide to Enactment to matters related to secured finance to micro, small and 
medium-sized enterprises; (iv) negotiability of warehouse receipts; and (v) whether 
disputes arising out of security agreements could be resolved through alternative dispute 
resolution mechanisms.  
Said topics should be considered at a future session of the Commission on the basis of 
notes prepared by the Secretariat after an expert group meeting.   
 

*Francesca Ciarrocchi works in the legal department of Municipal Credit Union as a 
Compliance Assistant. She is admitted to practice in New York and passed the Italian bar.  
She is a Certified Information Privacy Professional/Europe (CIPP/E) with accredited 
knowledge of European Data Protection Laws.  Francesca can be reached at 
fciarrocchiesq@gmail.com. 


