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# # 4886215734 : MAJOR LAW

KEYWORD : FLOATING CHARGE / ENFORCEMENT / SECURITY/ POSSESSION
KUNTAROT CHEAMPANTHONG : ENFORCEMENT OF SECURITY AS DEBT
REPAYMENT : THE STUDY OF INVENTORY AS SECURITY : THESIS ADVISOR :
ASSOC. PROF. PAITOON KONGSOMBOON, 177 pp.

One of the limitations of using assets as security is the inability to actually use such assets, as the
assets placed as security would be in possession of the creditor, which creates disadvantages to relevant
business transactions. To resolve such disadvantages, the Secured Transaction Act B.E.... draft was
drafted by applying common law’s concept of using inventory as security without having to give up the
possession of such inventory to the creditor. The purpose of this thesis is to analyze the use of inventory
as security under the aforementioned Secured Transaction Act draft; whether there are any difficulties or
obstacles which may effect enforcement under such Act, including any other consequences which may
arise.

From the undertaken research and study, the author has a few concerns with regards to
enforcement on the inventory used as security under the Secured Transaction Act draft; for instance, there
is no definition of “Inventory” provided under such Act. Lacking such definition may lead to problems in
relation to interpretation and enforcement on the security. Another concern is the provision from such Act
stipulating that all security contracts require registration. Such provision may create confusion to whether
such registration, as required under the Act, is the same registration stipulated in Section 152 of the Civil
and Commercial Code, in which case the intention of this provision would not mean the same. Lastly, the
enforcement on security that is not in possession of the grantee may create problems and injustice in
practice to such grantee.

The author hereby suggests these following points respectively; having a separate and clear
definition of “Inventory” from the definition of “Raw material”, in order to prevent any confusion, in
relations to the security contract, using the term “notice filing with the registrar” instead of the term
“registration” will be more accurate and serve the purpose of this provision. Lastly, it is vital to allow the
parties to mutually agree on the enforcement of such security as long as it is not contrary to public order or
good morals. If mutual agreement cannot be reached, the creditor who is accepting such security would
always be able to make a petition to the relevant court for immediate investigation in order to allow the
creditor to take possession of such inventory and sell such inventory to the market in a short period of
time. Hence, such enforcement will be conducted in timely manner in accordance with the purpose of the

Secured Transaction Act draft.
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“Security

Security Protection, assurance, indemnification The term is usually applied to an
obligation , pledge , mortgage , deposit , lien , etc , given by a debtor in order to make sure the
payment or performance of his dept, by furnishing the creditor with a resource to be used incase
of failure in the principal obligation . The name is also sometimes given to one who becomes
surety or guarantor for another Bissinger &Co V Massachusetts bonding & Ins Co,83 Or

288,163P 592,593” !

A3

Faorauila'laaail

% a @ 4 % v A
} TIFUMNAYTDIU WﬂuWHﬂﬁﬁJﬁWﬂﬂaﬁNWﬂqﬂﬂ RUUINBUNQYFADIU 2537 Wﬁﬁ 140

* Black’s Law Dictionary ,at 1522(St.Paul West Publishing,4th ed 1988)



Y
do A w

[ [ 9 Y o v Aa o Y o 9
“wanilsziu maduases mMilianuiule masurasuly Annditidnogle

Y
a =}

Y dy o o o v A =< ] IS 9 = o =~ Y
Aunil Masnih Mssiues M3ensud ansoamingiludu denszi lasgnuiiivelins
o d,; A a wva 9 ~ dyd ] [ 1 v JIa 9
15zl nTomsifiaammrhnvesgnuiiinnuuiuen Tasmssamumasnswaauld

Y { ] a va o Y 3 <3 < 4
il ennsaldldTunsdin biswnsodfianmsdszniidsesu]a vasanldduseseon

Yo A g’ ] dy A
ﬂlﬂﬂuﬂﬂaﬁjﬁﬂﬁ@ﬁ‘ﬂi@ﬂ’]ﬂﬁ$ﬂUﬁum@Quﬂﬂﬁ@u”

b4
=

f. Encyclopedia of Banking & Finance Alanienudii 131

“SECURITY” A pledge of property or of good faith for payment of debt

There are two classes of security collateral or property security and personal security
Collateral security is any property , negotiable interest , or documentary evidence of a claim
against , or ownership in property , conveying title to the holder as a pledge for the repayment of
money lent , or as guarantee for the performance of a contract

Personal security is the GUARANTY of the payment of money by one person for
another person whose credit standing is not sufficient to justify the credit on his single name In
personal security , there is no pledge of property , but simply the signature (andorsement |,
guarantee , or SURETY) of some person having financial responsibility .Personal security ,
therefore , is only valuable where the person’s moral standing is high.

Banking Laws permit banks to make loans without security within generally applicable
restructions , and the basic LINE OF CREDIT calls for unsecured loans where the credit risk so
justifies. Where the credit risk is high , a protective device is the pledge of specific collateral, It
does not eliminate the credit risk , but it provides the additional recourse to the pledged property
and the status of secured creditorship in the event of default. Unsecured loans are justified on the
basis of high credit ratings indicated by reliable financial statements . In countries where business
renders financial statements unreliable, the secured loan is typical.

The wide diversification of secured bank lending in recent years is indicated by the types
of specific collateral or property security for bank loans, including bonds , stocks , notes , trade
acceptances , bank acceptances , bills of lading , warehouse receipts , certificates of deposit ,

mortgages on real estate , chattel mortgages , assigned book accounts (accounts receivable) ,



assigned syndicate agreements , trust receipts , assignable insurance policies having cash
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surrender values , savings passbook , etc
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3. Stroud’s Judicial Dictionary HeWN

“(1) A “Security,” speaking generally , is anything that makes the money more assured in
its payment or more readily recoverable , as distinguished from e g a mere I O U which is only

evidence of a debt” °
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N. Black’s Law Dictionary HITUANNNH MUY A1 “Inventory” 1Adail

“Inventory , n.1. A detailed list of assets <make an inventory of the
estate> 2. Accounting . The portion of a financial statement reflecting the value of a business’s
raw materials , works- in — progress , and finished products <the company’s reported inventory
was suspiciously law > 3. Raw materials or goods in stock <the dealership held a sale to clear out
its October inventory>. 4. Bankruptcy Personal property leased or furnished , held for sale or

lease , or to be furnished under a contract for service , raw material , work in process , or



materials used or consumed in a business , including farm products such as crops or livestock

<the debtor was found to have inventory that was valued at $300,000>—inventory,vb.4
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] a °
9. The Prentice-Hall Dictionary of Business , Finance and Law @i 13

Inventory: For the purpose of Article 9 of the uniform Commercial Code
Secured Transactions, goods are “inventory” if they “are held by a person who holds them for
sale or lease or to be furnished under contracts of service or if he has so furnished them , or if they
are raw materials, work in process or materials used or consumed in a business. Inventory of a
person is not to be classified as his equipment.” UCC Section 9-109(4). “Inventory” is one of the
classes of goods established under Article 9 for the purpose of determining certain rights and
priorities, which maybe different for the different classes of goods, and farm products. The
American institute of Certified Public Accountants defines “inventory” as “the aggregate of those
items of tangible personal property which (1) are held for sale in the ordinary course of business,
(2) are in the process of production for such sale, or (3) are to be currently consumed in the
production of goods or services to be available for sale.” American Institute of Certified Public
Accountants, Accounting Research Bulletin No. 43 , Ch. 4, Inventory Pricing, paragraph 2
(1953).
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* Black’s law Dictionary (St.Paul West Publishing,71h ed)
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ﬂﬁxmmmﬁuﬁmazNamnmmmamimym The American institute of Certified Public
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V18 American Institute of Certified Public Accountants, Accounting Research Bulletin No. 43 ,

Ch. 4, Inventory Pricing, paragraph 2 (1953).
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