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MOVEABLE AND IMMOVABLE PROPERTY ACT OF THE

KINGDOM OF BHUTAN

(An Act relating to loans, mortgages and other secity interests in moveable and

immovable property)

Beit enacted by the National Assembly of the Kingdom of Bhutan in the year 1999,
corresponding with the Bhutanese Calendar year of the Female Earth Hare, as follows:-

PART I

GENERAL PROVISIONS

1 Short Title:- This Act may be cited as the Moveable and Immbte/&poperty Act of the
Kingdom of Bhutan 1999.

2 Commencement, extent, and repealFhis Act shall come into force with effect frormeth
15th. day of 6th. month of Female Earth Hare Yé#n@Bhutanese Calendar corresponding
to July 28, 1999.1t shall extend to the whole Kiom of Bhutan. Chapters 1,2,3 and 4 of the
Law of Bhutan (NGA) Loan Act of 1981, are repedbgdhis Act.

3 Definitions:- In this Act, unless the context otherwise requires

(@)
(b)

(©)

(d)

"collateral" means moveable property that is subject to a gpaoterest;

"debtor" means a person who owes payment or other perfaeadithe obligation
secured, whether or not the person owns or hassriglhe collateral, and includes,

0] an assignor of an account, and

(i) a person who receives the debtor's interesthen collateral following a
transfer, or a successor to a debtor's interesillateral;

"default” means the failure to pay or otherwise perform tiigation secured when
due, or the occurrence of any event following whighsecurity becomes enforceable
under the terms of the security agreement;

"document of title" means any written document that purports to heeby or
addressed to a person who holds moveable propebgtlf of another and purports
to cover goods in the person's possession whicidangéfied or which are fungible
portions of an identified mass, and that in theirag; course of business the
document is treated as establishing that the penspossession of it is entitled to
receive, hold and dispose of the document anddbdgit covers;

1



(e) "goods" means tangible moveable property including figsrgrowing crops, the
unborn young of animals, timber to be cut, and mailseand hydrocarbons to be
extracted but does not include documents of titlgruments, money and securities;

()] "instrument” means,

0] a bill, note, cheque, or any other writing teaidences a right to the payment
of money and is of a type that, in the ordinary reeuof business, is
transferred by delivery with any necessary endoesgrar assignment, or

(i) a letter of credit and an advice of credithk letter or advice states that it
must be surrendered upon claiming payment thereunde

but does not include a writing that constitutes pha document of title or a security;

(9) "intangible” means all moveable property that is not goodsumhents of title,
instruments, money or securities;

(h)  "money" means a medium of exchange authorized or adopgethé Royal
Government as part of the currency of Bhutan aa fyreign government as part of
its currency;

0] "moveable property" means documents of title, goods, instrumentsngikdes,
money and securities and includes fixtures andtiatdi but does not include
building materials that have been affixed to immmegroperty;

0) "prescribed" means prescribed by regulations;

(K) "proceeds" means identifiable or traceable moveable propemyy form which is
derived directly or indirectly from any dealing Witollateral or the proceeds of
collateral, and includes any payment representitgmnity or compensation for loss
of or damage to the collateral or proceeds of terid;

)] "purchase"” includes taking by sale, lease, negotiation, mgeggledge, lien, or any
other consensual transaction creating an intemgstisonal property;

(m)  "purchaser" means a person who takes by purchase;

(n)  "registration change statement"means the information prescribed for a registration
change statement in the prescribed form or format;

(0) "registration statement” means the information prescribed for a registration
statement in the prescribed form or format;



(P)
(@)

(s)

(t)

"regulations” means the regulations made under this Act;

"secured party" means a person who holds a security intereshéopérson’s own
benefit or for the benefit of any other person fomdhe purposes of Sections 32, 46
to 49, 54 and 55 includes a receiver;

"security interest" means an interest in moveable property that se@aygment or
performance of an obligation;

"value" means any consideration sufficient to supporgks contract and includes
a pre-existing debt or liability.

“lease” means an agreement to occupy and use land, spawtyre, or equipment
for a definite term in consideration of a paymesially in the form of rent.

(1) Application to agreements-: Subject to section 5, this Act applies to,

(@)

(b)

(©)
(d)

every transaction that in substance createxarigy interest. This application is
without regard to the form of the transaction arnthewut regard to the person who
has title to the collateral and includes, withanriting the foregoing,

0] a debenture, floating charge, pledge, hypotteca

(i) an assignment, lease or consignment that ssqayment or performance of
an obligation;

a transfer of an account even though the teansfay not secure payment or
performance of an obligation;

every mortgage of immovable property; and

every loan agreement.

(2) Sale agreements: -A sale agreement does not establish a securigyesit unless
expressly provided in the agreement.

(3) Previous agreements included: Except as otherwise provided in this Act, this Act
applies to every transaction that in substanceeseasecurity interest or mortgage whether
made before the coming into force of this Act eeafand such agreements continue to have
force and effect and the perfection or continuatibime security interest represented by such
agreement are governed by this Act.



(4) Failure to register agreement during transition - Where a secured party fails to register a
security interest or mortgage which existed pradhis Act within six months following the date on
which this Act came into force, the security inggr@r mortgage created by the security agreement or
mortgage agreement shall be lower in priority ®itlterest of any person without knowledge of the
security interest or mortgage who has subsequaatjyired rights in the collateral or immoveable
property and has relied upon a search in the ndrtileedransferee made in the central file of the
registration system established under this Act

5 Non-application of the Act:- This Act does not apply to a lien given by statot rule of
law, except as provided in Subsection 26(1)(a)(yection 39.



10.

PART Il
VALIDITY OF AGREEMENTS

Effectiveness of Agreement:-Except as otherwise provided by this or any othely a
security, loan or mortgage agreement is effectbe@aling to its terms between the parties to
it and against third parties.

Delivery of copy of agreement:Where a security agreement, loan agreement ogag&is

in writing, the secured party shall deliver a copyhe agreement to the debtor within thirty
days after the execution of the agreement, antheifsecured party fails to do so after a
request by the debtor, the Court, on the applinatiche debtor, may order the delivery of
such a copy to the debtor.

Failure to describe some of the collateralFhe failure to describe some of the collateral in
a security agreement, or land in a mortgage agmed®es not affect the effectiveness of the
security or mortgage agreement with respect tecdfiateral that is described.

(1) Guarantor liable under agreement:-Unless otherwise agreed in the guarantee
agreement, a person who acts as a guarantor @uatgeloan or mortgage agreement is
liable for any obligations under such agreemene Jurarantee may enforce its rights under
the security, loan or mortgage agreement agaiagjuhrantor in the same manner and to the
same extent as it may against the debtor or mastgag

(2) Guarantee need not exhaust its rights againsethtor.- Unless otherwise agreed, upon
default under a security, loan or mortgage agreémsecured party or mortgagee may, in its
discretion, proceed against the primary obligoagainst the guarantor and need not first
proceed against the primary obligor.

(1) Agreement with minor:- No agreement in respect of a loan to or from @omior in
respect of the sale, mortgage, lease or other sitspoof the property of a minor is effective
or enforceable, unless approval has been grantdeelyourt prior to the execution of such
agreement.

(2) Offense:- A person entering into an agreement in respeztadn to or from a minor, or
in respect of the sale, mortgage, lease or otlspodition or encumbrance of the property of
a minor without the prior approval of the Couraictordance with Subsection (1) is guilty of
an offence and subject to a fine not exceedingtaitof the amount involved in the
transaction.

(3) Definition of minor:- For the purposes of this Act, a minor shall belefned in the
laws for the time being in force.



11.

12.

13.

14.

15.

16.

(1) Loan under duress:-A loan agreement is not effective or enforceablenrs such
agreement is entered into under duress by one giatiies. A claim of duress must be made
to the Court within fifteen days following the dag which the agreement was executed.

(2) Amounts granted to be returned:- Amounts received under a loan granted under glures
shall be returned to the grantor of the loan. Ttieréer of such amounts shall be liable to a
fine equal to the amount involved in the transactio

Gambling debts unenforceable:No agreement in respect of a debt made in theseamf
gambling is effective or enforceable.

(1) Loans from non-Bhutanese:kmmovable property may not be pledged as collef@ra
loan from a non-Bhutanese person, unless pridigéakecution of such loan or mortgage
agreement approval has been granted by the Royar@oent.

(2) Offense:- Where immovable property is pledged as collatienah loan from a non-
Bhutanese without the prior approval of the Royalv&@nment in accordance with
Subsection (1), the loan shall be repaid to thddempon written notice from the Royal
Government. If the borrower fails to do so withih@ays, the property so pledged shall be
forfeited to the Royal Government which shall #edl property and apply the proceeds to the
amounts outstanding under the loan.

(1) Pledge of religious articles not permitted Prescribed religious articles may not be
pledged as collateral for a loan.

(2) Definition of prescribed religious articles:-Prescribed religious articles shall be as
prescribed by the Cultural Properties Divisiontw Royal Government.

(3) Offense:-Both parties entering into an agreement for teelg of prescribed religious
articles in respect of a loan are guilty of an ofe and each will be subject to a fine not
exceeding one half the amount involved in the tratisn.

(4) Forfeiture of pledged items:-Prescribed religious articles pledged as collatera
contravention of Subsection (1) shall be forfeii@the Royal Government.

Agreements requiring Imprisonment:-The provisions of any agreement in respect of a
loan, sale, mortgage, lease or other dispositiomafovable or movable property which
stipulate that upon default, a person’s propertp ibe subject to physical harm, or that a
person is to be imprisoned is not effective or exdable.

(1) Mortgage of immovable property belonging tdlonastic Bodies not permitted:-An
agreement in respect of the mortgage or other em@moe of immovable property belonging
to monastic bodies is not effective or enforceabiéess prior to the execution of such
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18.

19.

20.

agreement, approval has been granted by the Drajdleentshog.

(2) Offense:-Both parties entering into an agreement in respetite mortgage or other
encumbrance of monastic property in contraventfidutsection (1) is guilty of an offence
and each will be subject to a fine not exceeding lbalf of the amount involved in the
transaction.

(3) Restoration of property:- Where immovable property belonging to a mondmsidy has
been made subject to a mortgage or other encundbherwise than in accordance with
Subsection (1) it shall be restored to the regest@wner of the property.

(1) Interest:- Except as otherwise provided by this Act, or aier Act of the Kingdom of
Bhutan, any person may stipulate for, allow anatgxa any contract or agreement, any rate
of interest or discount that is agreed upon by phgies to the transaction; provided,
however, that no lender other than a registereghfiral institution which has been duly
licenced to engage in the extension of credit, cayge interest greater than 15 percent per
annum expressed as a simple annual rate.

(2) Definition of interest:- For purposes of this Act, interest shall mean tineunt by
which

€) the total sum that the borrower is requireddy if the payments required are made
as they become due, including all such sums reggsdif the purpose or reason for
the payment or the time of payment,

exceeds,

(b) the sum actually received in cash by the boerojplus insurance fees or other costs
prescribed by regulation, if any, actually paidthg lender.)

Where interest not stipulated.-Whenever no evidence is produced to the satisfeot the
court of the rate of interest being fixed, thenmterest shall be chargeable or recoverable.

Interest to be stated clearly.-Whenever interest is, by the terms of any wriigreement

or written contract, made payable at a rate orgreage expressed per day, week, month, or
at any rate or percentage for any period whicless than a year, the contract must also
contain an express statement of the yearly ratéhtoh the stated rate is equivalent. If the
yearly rate is not stated, then the rate of intevdsbe the stated nominal rate for the period
and no compounding will be permitted.

Excess recoverable.if any sum is paid on account of any interestamatrgeable, payable
or recoverable under Sections 17, 18 or 19, the supaid may be recovered back or
deducted from any principal or interest payableenride contract.



21.

22.

(1) Court judgments.- Interest on an obligation under a loan, secuwitynortgage
agreement continues to accrue at the rate speaifidte agreement until such time as a
judgment has been delivered and satisfied.

(2) Judgment debt defined.-For purposes of this Act, any sum, costs, chasgegpenses
made payable by or under any judgment, decreepruweder of any Court whatever in any
civil proceeding shall be deemed to be a judgmet énd subject to the same rate of
interest as specified in the agreement upon whidggment was granted.

Application of principles of law and equity.- Except in so far as they are inconsistent with
the express provisions of this Act, the princiéBhutanese Customary and Common law,
including the law relating to capacity to contragirincipal and agent, fraud,
misrepresentation, duress, coercion, mistake dred walidating or invalidating rules of law,
shall supplement this Act and shall continue tayapp



PART Il

ATTACHMENT, PERFECTION AND PRIORITIES OF SECURITY INTERESTS IN
MOVEABLE PROPERTY

23.

24.

25.

26.

Application.- This Part applies only to security interests irveable property and does not
apply to the creation or assignment of an interedtmmovable property, including a
mortgage, charge or lease of immovable properhgrahan,

(a) an interest in a fixture or addition, or

(b) an assignment of a right to payment under agage, charge or lease where the
assignment does not convey or transfer the asssgimterest in the immovable

property.

(1) Attachment of security interests required A security interest, though effective as

between the parties to the agreement under Pafrthis Act, is not enforceable against a

third party unless it has attached.

(2) When a security interest attaches.-A security interest attaches when,

€) the secured party or a person on behalf of#oeired party other than the debtor
obtains possession of the collateralwdren the debtor signs a security agreement
that contains a description of the collateral sigfit to enable it to be identified;

(b) value is given; and

(c) the debtor has rights in the collateral,

unless the parties have agreed to postpone thédimadachment, in which case the security
interest attaches at the agreed time.

Future Advances A security agreement may secure advances oeyamnedit or other
value to be made in the future.

Unperfected security.-Notwithstanding that a security interest haschttd under Section
24, a security interest in collateral, which is petfected,

€) has lower priority than the interest of a parso

(1) who has a perfected security interest in thmesaollateral, or who has
priority or a lien given under any other Act ordyule of law; or



27.

28.

29.

30.

31.

(i) who assumes control of the collateral throeglecution of court order.

(b) is not effective against a person who represta creditors of the debtor;

(c) in documents of title, securities, instrumeatsgoods is not effective against a
purchaser of the same who gives value and recdelegery without knowledge of
the security interest, provided the purpose ofttaesfer is not solely for securing
payment or performance of an obligation.

Perfection of security interest.-A security interest is perfected when,

@ it has attached; and

(b) all steps required for perfection
(1) by registration under Section 29, or

(i) by possession or repossession under Sectipnr31

(iif) by the rules governing temporary perfectionder Section 32, have been
completed, regardless of the order of occurrence.

(1) Continuity.- If a security interest is originally perfectedainy way permitted under this
Act and is again perfected in some other way péeghiinder this Act, the security interest
shall be deemed to be perfected continuously topthrposes of this Act, provided that there
was no period between the first and second peofegthen the interest was unperfected.

(2) Assignees.Where a security interest is assigned or transfetine person who receives
the security interest assumes the perfection sthtidransferor had at the time of the
transfer.

Perfection by registration.- Registration perfects a security interest in &ype of
collateral.

Filing of registration statement.-In order to perfect a security interest by regtgin under
this Act, a registration statement shall be regestén accordance with the provisions of this
Act and the regulations.

Perfection by repossession.Possession or repossession of the collaterdidgecured
party, or on the secured party's behalf by a peosioar than the debtor perfects a security
interest in,

@ goods;

10



32.

33.

(b)
(©)
(d)
()

instruments;
securities;
negotiable documents of title; and

money

but only while it is actually held as collateral.

(1) Temporary perfection.- Where a person takes a security interest in stnuiment,
security or negotiable document of title, andgbeurity interest is documented in a written
security agreement, then such security interesit sleadeemed to be perfected for the first
ten days after the agreement is signed.

(2) Temporary perfection of other moveables.A security interest perfected by possession
in moveable property that a secured party deliteetise debtor remains perfected for the first
ten days after the collateral comes under the abotithe debtor, provided the property is
delivered for,

(@)
(b)
(©)
(d)
()

ultimate sale or exchange,

presentation, collection or renewal,

registration of transfer,

loading, unloading, storing, shipping or trampping, or

manufacturing, processing, packaging or othswlealing with goods in a manner
preliminary to their sale or exchange.

(3) After ten days the rules in the Act apply.-Beyond the period of ten days referred to in
Subsection (1) or (2), a security interest undisrdbction becomes subject to the provisions
of this Act for perfecting a security interest.

(1) Care of collateral.- Where a secured party has perfected his seduotiyest in
moveable property by possession or repossessmaetiured party shall use reasonable care
in the custody and preservation of collateral migossession. In the case of an instrument,
reasonable care includes taking necessary st@psgerve rights against prior parties unless
otherwise agreed.

(2) Rights and duties of secured party.Unless otherwise agreed, where collateral isen t
secured party's possession,

11



34.

(@) reasonable expenses, including the cost ofanse and payment of taxes and other
charges incurred in obtaining and maintaining pesisa of the collateral and in its
preservation, are chargeable to the debtor anseaxgred by the collateral;

(b) the risk of loss or damage, except where cabgdtie negligence of the secured
party, is on the debtor to the extent of any deficy in any insurance coverage;

(c) the secured party may hold as additional sgcany increase or profits, except
money, received from the collateral, and moneyeseived, unless remitted to the
debtor, shall be applied forthwith upon its receiptreduction of the obligation
secured; and

(d) the secured party shall keep the collaterattiflable, but fungible collateral may be
commingled mixed with like fungibles.

(3) Definition of fungible.- For the purposes of Subsection 2(d) fungible gandSungible
securities are goods or securities, as the casebmagf which any unit is, by nature or
business practice, the equivalent of any othendikie and includes unlike units to the extent
that they are treated as equivalents under a $gagreement.

(4) Liability for loss.- A secured party is liable for any loss or damzmgesed by his failure
to meet any obligations imposed by Subsection (1P} but does not lose the security
interest in the collateral.
(5) Use of collateral.- A secured party may use the collateral,
(a) in the manner and to the extent provided irsg@irity agreement;
(b) for the purpose of preserving the collaterat®walue; or
(c) pursuant to an order of the Court upon appboaby the secured party.
(6) Inventory to be taken at time of possessionAt the time a secured party takes
possession of collateral, a list or itemized ineeyof all property and its condition must be
prepared by the secured party and signed by botiegaFailure to sign leads to a rebuttable
presumption that the inventory is accurate.

(1) Statement of accounts.A debtor, or a person who has an interest irctiateral or
who is the authorized representative of such eaopersay require by a written notice, that

the secured party to furnish to the person atdidesss specified in the notice, the following:

(a) a statement in writing setting out, or apprgvor correcting the amount of the
indebtedness, and the terms of payment as of teesgacified in the notice; or

12



35.

36.

37.

38.

(b) a statement in writing, approving or correctsgpf the date specified in the notice, a
statement of the collateral or a part of the cetl@tas specified in a list attached to
the notice; or

(c) a true copy of the security agreement.

(2) Inspection of security.-The secured party, on the request of a persoreghtit receive

a true copy of the security agreement under Sulbset(c), the secured party must permit
the person, or the person's authorized represeatatinspect the security agreement or a
true copy of the agreement during normal businesissh

Perfecting as to proceeds.-
(1) Where collateral gives rise to proceeds, the ggdaterest also covers the proceeds.

(2) Where the security interest was perfected by tiegisn when the proceeds arose, the
security interest in the proceeds remains contislyquerfected so long as the registration
remains effective.

(3) Where the security interest is perfected with resfmethe proceeds by any other method
permitted under this Act, the security intereshi@ proceeds remains perfected so long as
the conditions of such perfection are satisfied.

Transaction in ordinary course of business - Gumls.- A person who buys goods from a
seller who sells the goods in the ordinary coursbusiness takes them free from any
security interest in the goods given by the sédlemother person, even though the security
interest of the other person is perfected, untesbtiyer also knew that the sale constituted a
breach of the security agreement.

Purchasers of instruments.-A purchaser of collateral that is an instrumeeigotiable
document of title, or a security, has priority oty security interest in the collateral
perfected by registration or temporarily perfeateder Section 32 if the purchaser,

€) gave value for the interest purchased,;

(b) purchased the instrument or negotiable documwigtitie without knowledge that it
was subject to a security interest; and

(c) has taken possession of the instrument or rEgetdocument of title.

(1) Priorities, general rules.df no other provision of this Act is applicabtke following
priority rules apply where more than one secuntgiiest exists in the same collateral:

13



39.

40.

41.

(@) Where priority is to be determined between sBcunterests perfected by
registration, priority shall be determined by tindey of registration regardless of the
order of perfection.

(b) Where priority is to be determined between aus® interest perfected by
registration and a security interest perfected retlse than by registration, the
security interest which was first perfected haensi over the other security interest.

(2) First method of perfection continues.- For the purpose of Subsection (1), a
continuously perfected security interest shallfeated at all times as if perfected by the
method in which it was first perfected.

(3) Future advances.- Where subsequent advances of money, credither ealue are
made while a security interest is perfected, tloeisey interest has the same priority with
respect to each subsequent advance as it hasesfibat to the first advance.

Liens for materials.- Where a person in the ordinary course of busifugegshes materials
or services with respect to goods that are sultgeet security interest, any lien that the
person has in respect of the materials or senhesspriority over a perfected security
interest.

(1) Crops.- Where a creditor provides funds to a debtor @mbénthe debtor to produce
crops, and the creditor has perfected its secuntiéyest in the crops or the proceeds from
their disposition, then the security interest hésrity over other security interests which the
debtor may have granted in the same crops.

(2) Idem.- Where more than one perfected security intesegiven priority by Subsection
(1), each ranks equally according to the ratio tilatamount advanced with respect to each
bears to the total amount advanced.

(1) Fixtures and additions, removal.-If a secured party has an interest in a fixture o
goods that are installed or affixed to other gcart$ that interest has priority over the claim
of any person having an interest in the immovablaaveable property to which the goods
are attached, the secured party may remove thedixtr the installed or affixed goods if,

unless otherwise agreed, the secured party reimbuasy encumbrancer or owner of the
whole property who is not the debtor for the cdsepairing any physical injury caused by
their removal.The right to remove fixtures and &dds may only be exercised on default
and remains subject to the provisions of this Aspecting default.

(2) Security.- A person entitled to reimbursement under Subsedigrmay refuse

permission to remove the fixtures or additions Iuh& secured party has given adequate
security for the reimbursement.
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43

(3) Retention of collateral.- A person having an interest in the whole propentygl whose
interest is lower in priority to another securityarest in the fixtures or additions, may retain
the fixtures or additions if, before the fixturesdaadditions have been removed by the
secured party, the person pays to the secured pertgmount owing in respect of the
security interest in the fixtures and additions.

Subordination.- A secured party may, in the security agreemeantterwise, subordinate
its security interest to any other security interasd such subordination is effective
according to its terms.

Debtor may transfer.- The rights of a debtor in collateral may be tfaned but such a

transfer does not prejudice the rights of the starty under the security agreement or
otherwise.
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45.

46.

PART IV

DEFAULT - RIGHTS AND REMEDIES
IN RESPECT OF MOVABLE PROPERTY

Application.- This Part applies only to security interests mveable property.

Rights and remedies cumulative.-The rights and remedies mentioned in this Pat ar
cumulative.

(1) Rights and remedies of secured partyWhere the debtor is in default under a security
agreement, the secured party has the rights aretliemprovided in the security agreement
and the rights and remedies provided in this Rdhien in possession of the collateral, the
rights, remedies and duties provided in Section 33.

(2) Enforcement by secured party.-The secured party may enforce a security inténest
any manner allowed in this Part, or by any othethae permitted by law including by way
of Court order. If the collateral is or includescdments of title, the secured party may
proceed either as to the documents of title opake goods to which they apply, and any
method of enforcement that is permitted with respeche documents of title is also
permitted, with necessary modifications, with restpe the goods covered by the documents
of title.

(3) Rights and remedies of a debtor.-Where the debtor is in default under a security
agreement, the debtor has the rights and remexieslpd in the security agreement and the
rights and remedies provided in this Part and ctiSe 33.

(4) Non-waiver of rights and duties.-Despite Subsection (1), the provisions of Se@®n
and Sections 51 to 54, to the extent that theymgVes to the debtor and impose duties upon
the secured party, shall not be waived or variemkpixas provided by this Act.

(5) Where agreement covers both moveable and immalvie property.- Where a security
agreement covers both immovable and moveable gxoplee secured party may proceed
under this Part as to the moveable property, orpnageed as to both the immovable and the
moveable property in accordance with the securety'paights, remedies and duties in
respect of the immovable property, with all necessaodifications, as if the moveable
property were immovable property, in which case art does not apply.

(6) Judgment does not terminate security interest. A security agreement is not

terminated merely because the claim has been rédagadgement by the secured party or
because the secured party has levied executiorr andk judgment on the collateral.
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48.

49.

(1) Appointment of receivers permitted.-

(@)

(b)

The parties to a security agreement may prdhalghe secured party may appoint a
receiver and, except as provided by this Act, deft@ng the rights and duties of the
receiver by agreement; or

A court of competent jurisdiction may appoiméeeiver and determine the rights and
duties of the receiver by order.

(2) Application to court.- Upon application of the secured party, debt@nyrother person
with an interest in the collateral, and after netic any other person that the Court directs,
the Court may,

(@)
(b)
()
(d)

remove, replace or discharge the receiveraaiver and manager;
give directions on any matter relating to théies of the receiver,
approve the accounts and fix the remuneratigheoreceiver;

make any order with respect to the receiver ithihinks fit in the exercise of its
general jurisdiction over a receiver.

Collection rights of secured party.-Where so agreed and in any event upon defaulirand
security agreement, a secured party is entitled,

(@)

(b)

to notify any person obligated on an accouioan instrument to make payment to
the secured party whether or not the assignor wasqusly making collections on
the collateral prior to such notice; and

to take control of any proceeds to which theused party is entitled under Section
35.

(1) Possession upon defaultlJpon default under a security agreement,

(@)

(b)

(©)

the secured party has, unless otherwise agtteedight to take possession of the
collateral without first obtaining a Court orderppided the taking of possession
does not involve violent confrontation or breachihef peace;

if the collateral is equipment and the secuiitierest has been perfected by
registration, the secured party may in a reasonablener, render such equipment
unusable without removal of the equipment fromdbkbtor's premises, and upon

rendering the equipment unusable the secured plaalybe deemed to have taken

possession of such equipment; and

the secured party may dispose the collaterghermebtor's premises in accordance
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50.

50.

51.

with Section 51.

(2) Definition of equipment.- For purposes of this Section equipment meansgibad are
not inventory, or goods that are not used or aequr use primarily for personal, family or
household purposes.

(1) Court orders.- Where a secured party is unable to collect paysnamder Section 48,
obtain possession under Section 49, or to enfargether rights provided in the security
agreement or this Part for any reason whatsoéwam,upon application of the secured party
to the Court and upon the secured party estabghit there has been a default under the
security agreement which default entitles the sstyrarty to the rights and remedies
provided in the security agreement or this Paentihe Court shall issue an order enabling
the secured party to proceed with respect to theeatde property in accordance with the
secured party's rights, remedies and duties.

(2) Police required to enforce court ordersJpon presentation, the Royal Bhutan Police
must enforce orders of the Court under this Act.

(1) Disposal of collateral.-Upon default under a security agreement, theredqarty may
dispose off any of the collateral in its conditieither before or after any commercially
reasonable repair, processing or preparation fepadition, and the proceeds of the
disposition shall be applied consecutively to,

(@) the reasonable expenses of the secured pactyding the cost of insurance and
payment of taxes and other charges incurred inkirgga holding, repairing,
processing and preparing for disposition and disgposf the collateral and, to the
extent provided for in the security agreement,ahgr reasonable expenses incurred
by the secured party; and

(b) the satisfaction of the obligation securedhgydecurity interest of the party making
the disposition,

and the surplus, if any, shall be dealt with incdance with Section 52.

(2) Methods of disposition.- Collateral may be disposed of in whole or in pand any
such disposition may be by public sale, private,skdase or otherwise and, subject to
Subsection (4), may be made at any time and platemany terms so long as every aspect
of the disposition is commercially reasonable.

(3) Secured party's right to delay disposition.-The secured party may delay disposition
of all or part of the collateral for such periodtiohe as is commercially reasonable.

(4) Notice required.- Subject to Subsection (6), the secured party ghal not less than
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thirty days notice in writing of the matters debed in Subsection (5) to,

(@)
(b)

(©)

(d)

the debtor who owes payment or performanchebbligation secured,;

every person who is known by the secured pasgfore the date that the notice is
served on the debtor, to be an owner of the collatr a person who may owe
payment or performance of the obligation secured,;

every person with a security interest in théateral who has delivered a written
notice to the secured party of their interest i ¢bllateral before the date that the
notice is served on the debtor.

every person with an interest in the collaterab has delivered a written notice to
the secured party of their interest in the colidteefore the date that the notice is
served on the debtor.

(5) Contents of Notice.- The notice mentioned in Subsection (4) shalbsiét

(@)

(b)

()

(d)

(€)

(f)

a brief description of the collateral;

the amount required to satisfy the obligatieawsed by the security interest;

the amount of the applicable expenses reféo@u Subsection (1) (a) or, in a case
where the amount of such expenses has not beemdetd, a reasonable estimate of

such expenses;

a statement that upon payment of the amoumsiader Subsection 1 (b) and (c), any
person entitled to receive notice may redeem tHatecal;

a statement that unless the amounts due atehmacollateral will be disposed off
and the debtor may be liable for any deficiencyl an

the date, time and place of any public salethar date after which any private
disposition of the collateral is to be made.

(6) Manner of giving notice, general rules.A notice under this section shall be given by
personal service or by registered mail addressttetperson to whom it is to be given at the
person’s usual or last known place of addres$)eatidress that is shown on the registered
instrument under which the person acquired anesten the property.

(7) When notice by mail effective.A notice under this section shall, if given byistgred
mail, be mailed in Bhutan and such notice shaldbemed to have been given on the
fifteenth day following the day on which it was hedi.
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52.

(8) Notice not required.- The notice mentioned in Subsection (4) is notiregl where,
@ the collateral is perishable;

(b) the secured party believes on reasonable geothat the collateral will decline
rapidly in value;

(c) the collateral is of a type customarily soldeorecognized market;

(d) the cost of care and storage of the collatsmisproportionately large relative to its
value;

(e) for any reason not otherwise provided for irs thubsection, the Court, on an
application made without notice to any other persosatisfied that a notice is not
required;

® after default, every person entitled to receivetice of disposition under Subsection
(4) consents in writing to the immediate dispositad the collateral; or

(9) a receiver disposes off the collateral in therse of the debtor's business.

(9) Secured party's right to purchase collateral.-The secured party may buy the
collateral, or any part of the collateral only giublic sale unless the Court, on application,
orders otherwise, or the debtor otherwise agrees.

(10) Effect on disposition of collateral.-Where collateral is disposed off in accordance
with this section, the disposition discharges #wusity interest of the secured party making
the disposition and, if the disposition is made tauyer who buys in good faith for value,
discharges also any security interest of lowerrftyi@and terminates the debtor's interest in
the collateral.

(1) Distribution of surplus.-Where the secured party has dealt with the codaterder
Section 48, or has disposed of it, the securedy sdrall account for and, subject to
Subsection (4), pay over any surplus consecutalipllows,

@ if no written claim of interest in proceedséseived by the secured party prior to
disbursement, the secured party may pay proceedd@the debtor;

(b) if written claims of interest in the proceeds geceived by the secured party prior to
disbursement, the secured party may pay the predetxcourt and the surplus shall
not be paid out except upon application under 8ecdc by a person claiming
entitlement thereto.
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53.

(2) Deficiency.- Unless otherwise agreed in the security agregmoeninless otherwise
provided under this or any other Act, the debtdiaisle for any deficiency.

(1) Acceptance of collateral.After default, a secured party may propose to @icttes
collateral in satisfaction of the obligation seaclurd the secured party decides to do so it
must serve notice of the proposal on the persomgiomed in Subsection 51(4).

(2) Objection.- If any person whose interest in the collateraldde adversely affected by
the secured party's proposal, and who is entitl@btification under Subsection (1) delivers
to the secured party a written objection withirrtthdays after service of the notice, the
secured party shall dispose of the collateral coetance with Section 51.

(3) Proof of interest.- The secured party may require any person whontede an
objection to the proposal to furnish proof of thatson's interest in the collateral and, unless
the person furnishes the proof within ten days akéenand by the secured party, the secured
party may proceed as if no objection had been made.

(4) Application to judge.- Upon application to the Court by the securedypand after
notice to every person who has made an objectitimetproposal, the Court may order that
an objection to the proposal of the secured pariyéaffective because,

€) the person made the objection for a purposer ¢tlan the protection of the person's
interest in the collateral or in the proceeds disposition of the collateral; or

(b) the fair market value of the collateral is I¢lsan the total amount owing to the
secured party and the estimated expenses recozenadder Subsection 51(1)(a).

(5) Foreclosure.-If no effective objection is made, the securedypa at the expiration of
the thirty day period mentioned in Subsection Bemed to have irrevocably elected to
accept the collateral in full satisfaction of thigation secured. The secured party is entitled
to the collateral free from all rights and integeist the collateral of any person entitled to
notification under Subsection (1) whose interedbvger in priority to that of the secured
party and who was served with such notice.

(6) Effect of disposition.- When a secured party disposes of the collatéeal expiration
of the period mentioned in Subsection (5) and thesb

@ buys in good faith for value;
(b) who takes possession of the collateral orthen case of an intangible, receives
assignment of it,

the buyer acquires the collateral free from angriedt of the secured party and the debtor and
free from every interest which is lower in priorttythat of the secured party.
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55.

(1) Redemption of collateral.-At any time before the secured party has
(a) disposed off the collateral or contracted fartsdisposition under Section 51 , or

(b) before the secured party shall be deemedwue ineevocably elected to accept the
collateral under Subsection 53 (5),

any person entitled to receive notice under Sulmseé&l(4) may, unless the person has
otherwise agreed in writing after default, redebkendollateral by tendering fulfillment of all
obligations secured by the collateral together witum equal to the reasonable expenses
referred to in Section 51(1)(a) incurred by theused party.

(2) Where more than one wishes to redeem.Where more than one person elects to
redeem under Subsection (1), the priority of thigints to redeem shall be the same as the
priority of their respective interests in the ctdial.

(1) Court orders and directions.-Upon application to the Court by the debtor,eddor

of the debtor, a secured party, a person who may payment or performance of the
obligation secured, or any person who has an sttéreollateral which may be affected by
an order under Section 50 (1), the Court may,

(a) make any order, including binding declaratiohghts and injunctive relief, that is
necessary to ensure compliance;

(b) give directions to any party regarding the eiser of the party's rights or the
discharge of the party's obligations;

(c) make any order necessary to determine questigmsority or entitlement in, or to
the collateral or its proceeds;

(d) relieve any party from compliance with the regonents of the Act, but only on
terms that are just for all parties concerned;

(e) make any order necessary to ensure protectithre onterests of any person in the
collateral, but only on terms that are just forpalities concerned; and

® make an order requiring a secured party to ngakel any default in connection with
the secured party's custody, management or digpositthe collateral of the debtor,
or to relieve the secured party from any defauswech terms as the Court considers
just, and to confirm any act of the secured party.

(2) Compensation for loss or damages.Where a person fails to discharge any duties or

obligations imposed upon the person by Part IVti8e®&3 or Subsection 41(1) or (2), the

person to whom the duty or obligation is owed hagl# to recover compensation equal to
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the actual loss or damage suffered because oétilues.

(3) Obligations under this Act cannot be waived.-Except as otherwise provided in this
Act, any provisions in any security agreement whattempts to exclude any duty or
obligation imposed under this Act, or to excluddimnit liability for failure to discharge
duties or obligations imposed by this Act is void.

56. Extension or abridgement of time.-Where in this Act a time is prescribed within ahjior
before which any act or thing must be done, therCoun an application without notice to
any other person, may extend or abridge the timedmpliance on terms that the Court
considers just, but the Court may not extend ddgbrtimes stipulated in Parts lll, VIand in
this Part.

PART V
MORTGAGES
57. Definitions.- In this Part,
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(8 "conveyance" includes assignment, lease, settlement and otmrrance and
covenant to surrender made by deed on a sale, agestgr settlement of any
property or on any other dealing with or for anpgerty, and "convey" has a
corresponding meaning;

(b)  "land" includes houses and buildings, whether used a&Hbinly or not, and also an
undivided share in land;

(c) "mortgage” means any charge on any immovable property farrsggmoney or
money's worth;

(d) "mortgage money" means money or money's worth secured by a mortgage

(e)  "mortgagor" includes any person deriving title under the ordimortgagor or
entitled to redeem a mortgage, according to theqoés estate, interest or right in the
mortgaged property; and

® "mortgagee” includes any person deriving title under the oadjimortgagee.

Application of this Part.- This Part applies only to charges on immovableperty,
including land.

Right of mortgagor to inspect title deeds.-Despite any stipulation to the contrary, a
mortgagor, prior to foreclosure or sale, is erditd® request, to inspect and make copies of or
extracts from the documents relating to the moedagoperty in the custody or power of the
mortgagee. The right to inspect and make copiegtoacts must be exercised at reasonable
times and at the expense of the mortgagor.

(1) Application of insurance.-A mortgagee may require that all money payabla to
mortgagor on an insurance of the mortgaged propsrgll, if the mortgagee so requires, be
applied by the mortgagor in making good the lostamnage in respect of which the money is
received.

(2) Application of insurance to discharge the debt. Without prejudice to any obligation to
the contrary imposed by law or by agreement, a gagde may require that all money
received on an insurance of the mortgaged properapplied in or towards the discharge of
the money due under the mortgagee's mortgage.

Covenants to be implied.-Where one or more persons conveys by way of ragetgeach
such person shall be deemed to covenant as skt @)tto (f) below, and such covenants
shall be deemed to be included and implied to @regn to whom the conveyance is made.
Where the conveyance is to more than one persoh,cawvenants shall be deemed to have
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included and implied to each of the persons to whttarconveyance is made:

@ for payment of the mortgage money and inteagst,observance in other respects of
the terms and conditions of the mortgage;

(b) for good title;
(c) for the right to convey;

(d) that on default, the mortgagee shall have quossession of the land, free from all
encumbrances,

(e) that the mortgagor will execute such furthecudoents regarding the lands being
conveyed as may be required, and

()] that the mortgagor has done no act to encurttieeland mortgaged.

Implied covenants in mortgages are joint and seral.- In a mortgage, where more than
one person are expressed to convey as mortgageigyplied covenants on thgiart shall

be deemed to be joint and several covenants by.thémere there are more than one
mortgagees the implied covenant with them shalliédemed to be a covenant with them
jointly, unless the amount is expressed to be seldarthem in shares or distinct sums. If it
is expressed in distinct shares and sums themthleed covenant with them shall be deemed
to be a covenant with each severally in respetit@thare, or distinct sum secured to each
mortgagee.

Defence of purchase for value without notice.Where a person purchases a mortgage in
good faith, the purchaser may, to the extent ofntieetgage, and except as against the
mortgagor, rely on the defence of purchase forevalithout notice in the same manner as a
purchaser of the mortgaged property might do.

(1) Rights upon default.-Subject to the provisions of the mortgage agre¢ared this Act,
where default has been made in making any paynfgnireipal or interest due under a
mortgage or in the observance of any covenanirinordgage the rights of mortgagee include
but are not limited to
(a) the rights provided under the covenants implieder Section 61;

(b) the right to distresmoveable property and goods situated on the mathpgpperty
for interest in arrears;

(c) the right to exercise a power of sale; and

(d) the right to foreclose on the property.
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(2) Agricultural Land.- Despite any agreement to the contrary, wherartbggaged
property is agricultural land and the balance chdands remaining in the possession of the
mortgagor is less than five acres, and defaultbe®s made in making any payment of
principal or interest due under the mortgage agesnor in the observance of any covenant
in a mortgage agreement, no rights of a mortgagdenthe mortgage agreement or this Part
are enforceable without prior permission of the ©€ou

Limitations on right to seize and sell goods @moveable property.-

€) Despite any stipulation in the mortgage todbetrary, the right of a mortgagee to
seize and sell moveable property situated on thegawged property for interest in
arrears is limited to those goods of the mortgagoch are not prescribed as exempt
from seizure under execution.

(b) Where the right to seize and sell for arrersterest or for rent under the provisions
of any mortgage is relied on against the creditdra mortgagor, or a person in
possession of a mortgaged premises, such rigbsigated to one year's arrears of
the interest or rent, as the case may be.

Notice of sale.Goods and moveable property sold by a mortgagaersst be sold except
after such public notice as is prescribed by tigelegions.

(1) Statement of arrears, expenses, etc.Fhe mortgagor may, by a notice in writing,
require the mortgagee to furnish the mortgagor wittatement in writing,

(a) of the amount of the principal or interest wiéspect to which the mortgagor is in
default; or

(b) of the nature of the default or the non-obsecesof the covenant,
and of the amount of any expenses necessarilyregtiny the mortgagee.

(2) Answer required within 10 days.-The mortgagee shall answer a notice given under
Subsection (1) within ten days after receiving without reasonable excuse the mortgagee
fails to do so, or if the answer is incompleteraairrect, any rights that the mortgagee may
have to enforce the mortgage shall be suspendddthmtmortgagee has complied with
Subsection (1).

Notice of power of sale. A mortgagee shall not exercise a power of salesag notice of
exercising the power of sale in the prescribed fbas been given by the mortgagee to the
following,

@ persons having an interest in the mortgagepgty prior to that of the mortgagee;
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(b) any other persons subject to whose rightsntioetgagee proposes to sell the
mortgaged property;

(c) every person appearing in the register o;titl

(d) where there is a lien against the mortgagegety in favour of the Royal
Government or any other public authority, and tleetgagee has written notice of
the lien to the agency or department of the Royal@enment claiming the lien;

(e) to any person who has provided the mortgag#e atice in writing of any other
interest, provided the notice is received by thetgamee prior to the giving of notice
exercising the power of sale.

(1) When notice may be given and power exercigse Upon default, a person wishing to
exercise the power of sale must first wait ten dafgsr the mortgagor has defaulted
according to the terms of the mortgage before giviotice of their exercising the power of
sale, following which the sale shall not be madeafdeast an additional forty-five days after
the notice has been given.

(2) Abridgement of time.-

€) If the period of default after which notice esising a power of sale may be given as
provided by the mortgage is greater than the pedbdiefault mentioned in
Subsection (1) then the period of default statethénmortgage applies; or

(b) If the period of time after notice has beeregiafter which the mortgaged premises
may be sold as provided by the mortgage is gréaerthe period of time mentioned
in Subsection (1) then the period of time mentioimethe mortgage applies.

(1) Restrictions as to proceedingsWhere, under any condition or term contained in a
mortgage, a demand or notice has been made or, gileer requiring payment of all or part
of the money secured by the mortgage, or declaimgntention to proceed under and
exercise the power of sale contained in the moetgag further proceeding and no action to
enforce the mortgage shall be commenced or takeihatter the lapse of the time provided
for in the demand or notice, unless an order péingiturther action has been obtained from
the Court.

(2) Proof on which order may be granted.-The order of the Court authorizing further

action may be obtained without notice or with sootice as the Court may direct upon such
proof as satisfies the Court that it is reasonable equitable that the proposed action or
proceeding should be permitted.

(3) Exception.- This section does not apply to proceedings togedamage to, or
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diminution in the value of, the mortgaged property.

(1) Where payment made on terms of notice.\WWhere a demand or notice requires
payment of all money secured by or under a mortgageperson making such demand or
giving such notice is bound to accept and receaygment of the money if the payment is
made as required by the terms of the demand arenoti

(2) Payment or tender of costs.H there is a dispute as to the costs payablééyperson
by or on whose behalf such payment is made or tedgdsuch costs shall be assessed and
ascertained by the Court.

(3) Deemed compliance with demandWhere the time limited by the demand or notice
requiring payment expires before the assessmém absts has been completed, the amount
due apart from the costs claimed may be paid, agohpnt of the amount allowed for costs
within ten days after the costs are determined bealeemed a compliance with the demand
or notice.

Powers incident to mortgages which do not expssly contain a power of sale.\Where
any principal money is secured by mortgage of lémelmortgagee has the following powers
as if they had been expressly conferred by thes@fithe mortgage:

€) A power to sell, or to agree with any othersperin selling, the whole or any part of
the mortgaged property by public auction or privatntract, subject to any
reasonable conditions the mortgagee may think fitédke, and to buy at an auction
and to rescind or vary contracts for sale and with®ing answerable for any loss
occasioned by such actions.

(b) A power to insure and to keep insured agaosst br damage by fire any building or
any effects or property, whether affixed to thegemdy or not, forming part or all of
the mortgaged property, and the premiums paidrfgisach insurance are a charge
on the mortgaged property, in addition to the magggmoney and with the same
priority and with interest at the same rate astlogtgage money.

Manner of giving notice, general rules.-A notice exercising power of sale shall be given
by personal service ot by registered mail addretste person to whom itis to be given at
the person’s usual or last known place of addresshe address that is shown on the
registered instrument under which the person aeduan interest in the property.

When notice by mail effective.-A notice of exercising a power of sale shalgiifen by
registered mail, be mailed in Bhutan, and suchte@&shall be deemed to have been given
on the tenth day following the day on which it waailed.

Impeachment of title.- Where a notice has been given in professed cangadiwith this
Part, the title of the purchaser is not liable¢ahallenged on the ground that the provisions
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of this Part respecting default, and the provisairthis Part respecting notice, have not been
complied with. Any person who suffers a loss assalt has a remedy against the person
exercising the power of sale.

Notice rules paramount.-Despite any agreement to the contrary or anyigimvcontained
in any mortgage, or any provision of this or artyastAct, Section 73 applies to any power of
sale.

(1) Application to Court allowed for exercise bsale without notice.- Where default
under a mortgage agreement has continued forrifiegs, a mortgagee may apply without
notice to a judge of the Court for leave to exergiswer of sale without notice.

(2) Court may grant directions.- Upon an application under Subsection (1), thggughall,
having regard to the circumstances, either gravieléo exercise the power of sale without
notice or with such notice to such persons, in snahner, and within such time as he or she
considers proper.

Right to documents and conveyance of legal elga At any time after a power of sale has
become exercisable, the person entitled to exettieespower of sale is entitled to demand
and recover from the mortgagor all deeds and dontsme the mortgagor's possession, or
power relating to the mortgaged property. If ay#ails to comply with this Section, the
court shall issue an order requiring compliance.

Mortgagor may rectify default prior to sale orCourt action.- Despite any agreement to
the contrary, where default has occurred in makimgpayment of principal or interest due
under a mortgage, or in the observance of any @nén a mortgage and under the terms of
the mortgage, by reason of such default, the whokeipal and interest secured by the
mortgage has become due and payable, then

€)) at any time before sale under the mortgagehenetr not the mortgagee has taken
possession of the property; or

(b) before the commencement of an action for tHereement of the rights of the
mortgagee, or of any person claiming through orennide mortgagee,

if the mortgagor performs such covenant or payatheunt then due under the mortgage,
and pays any expenses necessarily incurred bydhitgagee, then the mortgagor is relieved
from the consequences of the default.

Conveyance to the purchaser.The person exercising the power of sale hasdlgepto

convey or assign to, and vest in the purchasepritygerty sold for all the estate and interest
the mortgagor had in the property, and of whichrtteetgagor had power to dispose.
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(1) Disposal of mortgaged property.-Where a mortgagee chooses to enforce a power of
sale the mortgagee may dispose of the mortgagee pyowvithout taking possession and in
its condition either before or after any commetgiakasonable repair, processing or
preparation for disposition.

(2) Methods of disposition.- Mortgaged property may be disposed of in whole qart,

and any such disposition may be by public salegpeisale, lease or otherwise and, may be
made at any time and place and on any terms socaemyery aspect of the disposition is
commercially reasonable and in compliance with &gsand the regulations.

(3) Mortgagee's right to delay disposition.-The mortgagee may delay disposition of all or
part of the mortgaged property for such periodroétas is commercially reasonable.

(4) Mortgagee's right to purchase mortgaged propdy.- The mortgagee may buy the
mortgaged property or any part of the mortgagegegnty only at a public sale, unless the
mortgagor agrees in writing.

(1) Receipts for purchase money sufficient ewvadce of sale.-A receipt for purchase
money given by the person exercising the powealaf sonferred by this Act is sufficient
evidence of the sale to the purchaser, and thénpset is not liable for the manner in which
the seller applies the purchase money.

(2) Purchaser entitled to registration.- A person who purchases land from a person
exercising a power of sale is entitled to the priypavhether or not subject to encumbrances,
and may apply to the appropriate Dzongkhag or Cdgporation land records office to be
registered as owner of the land and upon receipuicii application the registrar shall take
such action or make such entries as is requirgd/eoeffect to this section.

(1) Application of purchase money.-The money arising from the sale shall be appied
the person receiving the money as follows:

Eirst, in payment of the reasonable expenses of thegagee incident to the sale or

attempted sale, including the cost of insurance @mdnent of taxes and other charges
incurred in retaking, holding, repairing, procegsiand preparing for disposition and

disposing of the mortgaged property, and to thesréxprovided for in the mortgage

agreement, any other reasonable expenses incuyritbeé mortgagee;

Secondin discharge of all interest and costs then duespect of the mortgage under which
the sale was made;

Third, in discharge of all the principal money then dueespect of the mortgage;

Fourth if the mortgagee does not receive a written claithe proceeds, the residue shall be
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paid to the mortgagor. But if the mortgagor doeenee a written claim in the proceeds, the
residue shall be paid into court.

(2) Deficiency.- Unless otherwise agreed in the mortgage agreemeunnless otherwise
provided under this or any other Act, the mortgagdiable for any deficiency

(1) Foreclosure.A mortgagee may, after a power of sale is exdtésa accordance with
this Part, propose to accept the property in satigfn of the mortgage money secured and
shall serve a notice of the proposal on the perswrgioned in Section 68.

(2) Objection.- If any person entitled to notification under Sedtson (1), whose interestin
the mortgaged property would be adversely affelojetie mortgagee's proposal, delivers to
the mortgagee a written objection within thirty dajter service of the notice, the mortgagee
shall dispose of the mortgaged property in accareavith this Part.

(3) Proof of interest.- The mortgagee may require any person who has ameaolgjection to
the proposal to furnish proof of that person'sregein the mortgaged property and, unless
the person furnishes the proof within ten daysraftanand by the mortgagee, mortgagee
may proceed as if no objection had been made.

(4) Application to judge.- Upon application to the Court by the mortgaged,ater notice
to every person who has made an objection to tbpgsal, the Court may order that an
objection to the proposal of the mortgagee is awive because,

(a) the person made the objection for a purposer ¢ifan the protection of the person's
interest in the mortgaged property or in the prdseef a disposition of the
mortgaged property; or

(b) the fair market value of the mortgaged propisrtgss than the total amount owing to
the secured party and the estimated expenses rabtee@nder Section 83.

(5) Where no objection made.df no effective objection is made, the securetipa at the
expiration of the thirty day period mentioned irbSection (2), deemed to have irrevocably
elected to accept the collateral in full satisfacf the obligation secured, and is entitled to
the mortgaged property free from all rights aneérests in the mortgaged property of any
person entitled to notification under Subsectigm{fiose interest is lower in priority to that
of the mortgagee and who was served with sucheotic

(1) Redemption of mortgaged property.-At any time before

€) the mortgagee has disposed of the mortgagepegyoor contracted for such
disposition, or

(b) before the mortgagee shall be deemed to haseocably elected to accept the
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collateral under Subsection 84 (5),

any person entitled to receive notice under Se@&®may, unless the person has otherwise
agreed in writing after default, redeem the moréghgroperty by tendering fulfillment of all
obligations secured by the mortgaged property teggetith a sum equal to the reasonable
expenses referred to in Section 83 incurred bygé#oared party.

(2) Where more than one wishes to redeem.Where more than one person elects to
redeem under Subsection (1), the priority of thgints to redeem shall be the same as the
priority of their respective interests in the maggd property.

(1) Court required to assist a party enforcets$ rights of possession etc. \Where a
mortgagee is unable to obtain possession, or tor@nfany other rights provided in the
mortgage agreement or this Part for any reasonsebeaér, then upon application of the
mortgagee to the Court, and upon the mortgageblesstiag that there has been a default
under the mortgage, which default entitles the gamee to the rights and remedies provided
in the agreement or this Part, the Court shalldssn order enabling the mortgagee to
proceed with respect to the mortgaged propertgao@ance with the mortgagee's rights,
remedies and duties.

(2) Discretionary Court orders.- Upon application to the Court by a mortgagor, a
mortgagee, a person who may owe payment or perfarenaf the obligation secured by the

mortgage, or any person who has an interest imtireggaged land which may be affected by
an order under this section, the Court may,

€) make any order, including binding declaratiohsghts and injunctive relief, that is
necessary to ensure compliance;

(b) give directions to any party regarding the eiser of the party's rights or the
discharge of the party's obligations;

(c) make any order necessary to determine questigmsority or entitlement in, or to
the mortgaged land or its proceeds; and

(d) make any order necessary to ensure protecftitreanterests of any person in the
mortgaged land, but only on terms that are jusafioparties concerned.

(1) Care of mortgaged property.-Where a mortgagee has obtained possession of the
mortgaged property prior to sale or foreclosure,rttortgagee shall use reasonable care in
the custody and preservation of the mortgaged ptyppe

(2) Rights and duties of mortgagee.Unless otherwise agreed, where mortgaged property
is in the mortgagee's possession,
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(a) reasonable expenses, including the cost ofanse and payment of taxes and other
charges incurred in obtaining and maintaining pssisa of the mortgaged property
and in its preservation, are chargeable to the gagar and are secured by the
mortgaged property. Costs associated with improvhey property, other than
reasonable repairs and modifications performeddpare the property for sale are
the responsibility of the mortgagee;

(b) the risk of loss or damage, except where cabgdde negligence of the mortgagee,
is on the mortgagor to the extent of any deficieincgny insurance coverage;

(c) the mortgagee may hold as additional secuniyicrease or profits, except money,
received from the mortgaged property. Money soiveck unless remitted to the
mortgagor, shall be applied forthwith upon its rptén reduction of the obligation
secured.

(3) Liability for loss.- A mortgagee is liable for any loss or damage edusy the
mortgagee's failure to meet any obligations impdse8ubsection (1) or (2), but does not
lose the security interest in the mortgaged prgpert

(4) Use of mortgaged property.-A mortgagee may use the mortgaged property,

(a) in the manner and to the extent provided imtloegiggage agreement;

(b) for the purpose of preserving the mortgageg@erty or its value; or

(c) pursuant to an order of the Court upon appbecaby the mortgagee.

(1) Person deemed to be landlord.A mortgagee who obtains possession of mortgaged
residential premises which are the subject of arteypagreement between the mortgagor and
a tenant or who obtains title to the residentiahpises by foreclosure or power of sale shall
be deemed to be the landlord under the tenancemgnm.

(2) Previous landlord ceases to be landlord A person who is the landlord under a tenancy
agreement ceases to be the landlord while anoénsop is deemed to be the landlord under
Subsection (1).

(3) Obligations of new landlord.- A person who is deemed to be a landlord under
Subsection (1) is subject to the tenancy agreermedtis liable for the obligations of a

landlord.

(4) Notice to tenants.-A person who is deemed to be landlord shall seriteen notice in
prescribed form to all tenants of the change indhdlord.
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Collection rights of mortgagee.-Where so agreed and in any event upon defauéruad
mortgage agreement, a mortgagee is entitled,

€) to notify any person obligated to the mortgaguater a lease or rental agreement in
respect of the mortgaged property to make paynoeghitmortgagee whether or not
the assignor was previously making collections lo& agreements prior to such
notice; and

(b) to take control of any proceeds to which thetgagee is entitled.
Priorities of mortgages.-Where more than one mortgage exists on a parntipigae of

property, the priority of the claims under such tgages shall be determined by the order in
which the mortgages were registered, unless otseragreed.
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PART VI

REGISTRATION

(1) Registration system.-One or more registration systems in respect aiorable and
moveable property, including a central office arahgh offices, shall be maintained for the
purposes of this Act.

(2) Branch offices.- Branch offices of the registration system shalebtablished at such
places as are designated by the regulations.

(1) Registrar, branch registrars.-There shall be registrars of moveable propextyissy
and mortgages, and a branch registrar for eaclthrmaffice.

(2) ldem.- The registrar shall be a public servant desighateregistrar by the Royal
Government.

(3) Idem.- The branch registrars shall be those public s¢svdesignated by name or
position as branch registrars by the registrar.

(4) Seal of office.- The registrar shall have a seal or stamp of @fficsuch form as the
Royal Government may approve.

(5) Delegation.-The registrar, and each branch registrar may dat@gne or more public
servants to act on his or her behalf.

(1) Registration of mortgage.-A notice of a mortgage interest may be registandtie
appropriate Dzongkhag or City Corporation, as éeeanay be, in the prescribed form.

(2) Registration of security interest.- A security interest may be registered in the
appropriate registry office, in the prescribed form

(3) Notice of security interest in moveable propagy may be registered in land registry
office.- A notice of security interest, in the prescrilb@n, may be registered in the proper
land registry office, where,

€) the collateral is or includes fixtures or godiulst may become fixtures or crops, or
minerals or hydrocarbons to be extracted, or tinipdre cut; or

(b) the security interest is a security interest fight to payment under a lease, mortgage
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or charge of immovable property to which this Agpkes.

(1) Effect of registration.- Where a notice has been registered under thissary person
dealing with the collateral shall be deemed to Han@vledge of the security interest.

(2) No transfer of mortgaged property.-Where a mortgage has been registered under this
Part, no conveyance of the mortgaged property reagdistered by the Land Records Office
without the prior written permission of the mortgag

(3) No transfer of vehicles where security interess registered.\Where a security interest
has been registered under this Act, no conveyahaermtor vehicle may be registered by
the Surface Transport Authority without the priaitten permission of the sceured party.

Registering agency liable for registration witbbut permission.-Where

(a) the Dzongkhag or City Corporation Land Recd@dffece registers a conveyance of
mortgaged property in violation of Subsection 94@hout obtaining a certificate of
the registrar issued immediately prior to the cgawnee, and indicating that no
mortgage is registered, it shall be liafide the mortgage secured by such property;
and

(b) the Surface Transport Authority registers aveyance of a motor vehicle in
violation of Subsection 94 (3) without first obtaig a certificateof the registrar
issued immediately prior to the conveyance, anttatohg that no security interest is
registered, it shall be liable for the debt securgthe vehicle pledged as collateral

and the mortgagee or secured party is entitledctmuat order enforcing payment.

(1) Certificate of registrar.-Upon the request of any person for a search datiterecords
index, individual debtor name index, business delbi@me index, or motor vehicle
identification number index, the registrar shabus a certificate stating, whether the
property, name or number with respect to whichitfugiiry is made is registered in the
system as being subject to a mortgage, a debtas,@motor vehicle identification number,
as the case may be. If a registration exists, énéficate shall provide the registration
number of the registered interest and any otharded information.

(2) Certificate proof of contents.- A certificate issued under Subsection (1) shalsbued
upon payment of the prescribed fee and is prodherabsence of evidence to the contrary,
of the particulars stated in the certificate attthee the certificate was issued.

(3) Similar names.- A certificate issued under Subsection (1) majuhe information

relating to a registration which sets out a propedebtor name or vehicle identification
number which is similar, in the opinion of the tgar, to the name or number with respect
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to which the inquiry is made.

(4) Certified copies.- If the registration statement, or registratiorare statement is
registered as a document in the prescribed forperaon may require that the registrar
furnish a certified copy of the registered statenaaa, upon payment of the prescribed fee,
the registrar shall furnish it to the person.

(5) Status of certified copy.- A certified copy furnished under Subsection &piioof, in
the absence of evidence to the contrary, of théecws of the documents so certified.

(1) Registration by delivery of registration shitement.- A registration statement or
registration change statement that is a documeheiprescribed form may be tendered for
registration by delivery to the appropriate branffice.

(2) Errors do not invalidate the whole registration- A registration statement or
registration change statement is not invalidatedite effect impaired by reason only of the
fact that it contains an error or omission, or t& éxecution, or registration unless a
reasonable person is likely to be misled materiayiyhe error or omission.

(1) Transfer of collateral with consent.\Where a security interest in moveable property is
perfected by registration and the debtor, withaiher consent of the secured party, transfers
the debtor's interest in all or part of the collatethe security interest in the collateral
transferred becomes unperfected fifteen days #feetransfer is made unless the secured
party registers a registration change statemehimduch fifteen days.

(2) Transfers without consent.-Where a security interest is perfected by regfistn and
the debtor, without the prior consent of the setpeaty, transfers the debtor's interest in all
or part of the collateral, the security interestha collateral transferred remains perfected.

Discharge or partial discharge of registration. A registration may be discharged or
partially discharged by the registration of a regison change statement discharging, or
partially discharging the registration.

Demand for discharge.Where a registration statement, or notice of sgcunterest, or
mortgage is registered under this Act, and,

€)) all the obligations under a security or mortgagreement, as the case may be, to
which it relates have been performed; or

(b) the agreement provides that part of the cobhtmvered by a security agreement, or
mortgaged property covered by a mortgage agreeimerttich it relates, as the case
may be, is to be released upon payment or perfarenaicertain of the obligations,
then upon payment or performance of such obligafion
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any person having an interest in the collateraleced¢ by the security agreement, or
mortgaged property covered by the mortgage agreemery deliver a written notice to the
secured party or mortgagee demanding a registratiange statement or a certificate of
discharge or partial discharge.

Within 15 days of receipt of such demand, the sstparty or mortgagee, as the case may
be, shall give to the person demanding it, thestesgion change statement, or the certificate
of discharge or partial discharge, or both, asctds® may be.

(1) Removal of information from registration gstem by registrar without notice- The
registrar may remove from the registration systarigrmation related to a registration
statement, or registration change statement,

€) if the registration statement is no longer ffes;
(b) upon the receipt of a registration change staté discharging the registration;

(c) upon receipt of a Court order requiring theisegr to amend the information
recorded in the registration system.

(2) Where notice is required for removal.The registrar, upon notice to the secured party,
may remove from the registration system informatiefated to a registration change
statement if,

(a) it does not set out the correct registraticiil@number of the registration statement,
or registration change statement to which it relabe

(b) it does not set out the name of the debtohaisrtame is set out in the registration
statement or
registration

change
statement to
which it
relates.

Transitional provisions.- The provisions of this Part shall not take effedil such time as
the Royal Government so declares and until sucle tine systems and procedures of
registration which are in place at the time thi$ éames into force shall remain in full force
and effect and compliance with such systems ancegioes shall be compliance with all
registration requirements required under this Act.
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PART VI

MISCELLANEOUS PROVISIONS

103.

104.

105.

106.

107.

108.

No restriction on level of loan amount.-The value of a loan may exceed the value of the
collateral pledged, or immovable property mortgageespect of the loan.

No restriction on value of the collateral whie can be pledged.There is no limit on the
value of collateral or mortgaged property whicleeused party or mortgagee may keep in its
possession as collateral for a security interestraortgage.

Return of collateral.-Where property has been pledged as collaterabotgaged and the
property is in the possession of the secured panmyortgagee, as the case may be, then in
the absence of an agreement providing otherwisen uppayment of the loan and
satisfaction of all other covenants, the propengtive returned to the debtor or mortgagor,
as the case may be.

(1) Additional responsibilities of a mortgage@ possession.Where a mortgagee is in
possession of the immovable property which is tigext of the mortgage, then in the
absence of default, and unless the mortgagee leasiged its power of sale or foreclosure
under this Act, the mortgagee is not allowed tf dehate, convey by way of gift, construct
buildings, transform wet lands into dry lands, anthe case of reserved forests, harvest or
burn timber, or otherwise engage in waste of tlop@rty.

(2) Penalties for failure to fulfill obligations.- Where a mortgagee breaches the obligations
imposed by this Section, the mortgagor is entitedegain possession of the mortgaged
property and the mortgagee shall be subject toeeeffjual to the value of the damage caused
by such breach.

(3) Liability not effected.- Notwithstanding Subsection (2), the mortgagor iemigable for
all obligations under the mortgage agreement.

Payment of tax.T he registered holder of mortgaged property isoesible for all taxes on
such property.

Where owner of land not found.{f the rightful owner, or his successors and assiof
land which is subject of a mortgage cannot be &mbathen upon payment by the
Government of all outstanding obligations undentizetgage, the land will be forfeit to the
Government. If the owner, or his rightful successmrassigns subsequently make a claim on
the land, the Government shall return the lantiéactaimant upon payment of all amounts
disbursed by the Government in satisfaction ofntinégage.
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109.

110.

111.

112.

113.

Where mortgaged property is lost to natural damity.- In the event that immovable
property which is subject to a mortage agreemesmsaged by fire, flood or other natural
disaster then

€) the owner of the property cannot claim the eabfi the lost property from the
mortgagee,

(b) the mortgage liability shall be reduced bydhsount of the loss, but only where the
property was not insured, and

(c) if the house which is the subject of the mayyes the only immovable property
owned by the mortgagor, then interest will ceasactwue on the obligations under
the mortgage agreement from the date of the disaste

Where debtor has abscondedWhere a debtor has absconded and has been deatared
absconder by a Court of competent jurisdicatiorBhutan, then any property of the
absconder which was the subject of a security aggaeor mortgage, as the case may be,
shall be forfeit to the Government upon paymenhigyGovernment to the secured party or
mortgagee, of all amounts secured by the secigigeanent or mortgage agreement. In the
event that the Government so agrees, the securgtbpanortgagee may exercise all rights
provided for in the agreement and under this Act.

Responsibility of guarantor when debtor abscats.- Where a debtor has absconded and
been declared an absconder by a Court in Bhutahthenobligations under the loan or
mortgage agreement are guaranteed, then unlessv@beprovided in the agreement
guarantor shall be liable for all amounts outstagdinder the loan or mortgage agreement,
as the case may be.

Absconders responsible for principal and intest.\Where a person has amounts
outstanding under a loan or mortgage agreementhatgerson has absconded and been
declared an obsconder by a court in Bhutan, thepénson remains liable for all amounts
outstanding under the loan or mortgage agreement.

In the event that the obligations of the abscohdge been satisfied by the Government or
by a guarantor under Sections 110 or 111, thenlbpgation, the Government or guarantor
assumes all rights and obligations under the ageatsmvhich gave rise to such obligations.

The above is without prejudice to the rights antigalions of a secured party under a
security agreement or a mortgagee under a moragrgement.

Interest permitted where payment is by instalmnt.-Where property, moveable or

immovable, is sold and under the terms of the msetagreement, the purchase price is to be
paid in installments then interest on such instatita will be chargeable as per the terms of
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114.

115.

116.

117.

118.

119.

120.

the agreement.

Agreements which require debtor to work for seured party or mortgagee void.-
Provisions of a loan or mortgage agreement whighire the debtor or mortgagor to work
for the secured party or mortgagee, as the casdée)aye null and void. Where a person has
been forced to work for a secured party or mortgagecontravention of this Section, the
value of the labour performed will be assessedrdargto the maximum wage rate for such
work as paid by the Government, and an amount equsich value will be deducted from
the amounts outstanding under the loan or mortggggement, as the case may be.

Extortion of property in satisfaction of debtnot allowed.- Where a secured party or
mortgagee extorts property from a debtor, then gucperty will be returned to the debtor
and the amounts outstanding under the loan or egetggreement will be deducted and
reduced by the value of the extorted property désradened by the Court, and the secured
party or mortgagee shall be subject to punishnmreatcordance with the laws of the land.

Interest during imprisonment.- Where a person is a debtor under a loan or mortgage
agreement and that person has been convictedrivhea and sentenced to prison, from the
date on which the person is sentenced to the fliate release from prison, no interest shall
be payable or chargeable on the obligations oudsigrat the time the debtor is sentenced;
provided however, that it is established to the r€®wsatsifaction that the mortgagor’'s
imprisonment has adversely affected the fulfillmefhthe obligations under the loan or
mortgage agreement as the case may be. The grohitn interest in this section is without
prejudice to the remaining rights and obligatiohshe secured party or mortgagee as the
case may be, under the terms of the security agneteon mortgage agreement.

Liability following death of a debtor.- Where a debtor has died and there remains
outstanding obligations under a loan, security ortgage agreement to which the deceased
was a party, then the estate of the deceasedosngible for the obligations.

Divorce.\Where property is the subject of a security or genye agreement, as the case may
be, and such property is, or becomes subject tgpeting claims under a stay order of the
Court in a divorce proceeding, then such propdréyl e dealt with in accordance with the
order of the Court.

Return of loan where loan was granted in kind.Where a loan is granted in kind, then
unless the loan agreement provides that the vdltree@oods when returned must be of a
certain value, then the obligation to repay thalsizall be satisfied if the goods are returned
in the same condition as they were in at the timddan was granted, subject to reasonable
wear and tear.

Family members not liable.Notwithstanding that a debtor has been sentencpdson,
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121.

122.

declared an absconder or deceased, the family merabthat debtor are not liable for the
debts of the debtor unless they are signatoriéisetdoan or mortgage agreement, or have
signed a guarantee of the obligations. Where #ineysignatories to the loan or mortgage
agreement or have guaranteed the obligations tiedjahle only to the extent specified in
the agreement.

Rights of secured party or mortgagee not prefliced by imprisonment, absconding, or
death but right of redemption extends to family merbers.- Where a debtor has been
sentenced to prison, has been declared an absdondeCourt in Bhutan, or is deceased,
then such fact is without prejudice to the rightsl @bligations of the secured party or
mortgagee under the security or mortgage agreenmefiding the power of sale and the
right to foreclose. However, the right of redemptprovided for in this Act extends to the
family of the debtor or mortgagor, as the case ey

Court may make orders providing relief to impeunious debtors.-Subject to any laws of
Bhutan with specific application to bankruptcy, wa debtor is unable to pay his debts as
they are due and, then upon application by sucsopeio a Court, the Court may make an
order declaring the person as being unable tohgdiis financial obligations and,

(a) if the person is able to work, requiring thetde to work for the secured party or the
mortgagee, as the case may be, until the obligatiomer the loan ormortgage
agreement are satisfied; or

(b) if the person is unable to work, such othereords is just and equitable in the
circumstances.

R
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