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Introduction and S ummary

The inability to use movable property as collateral in Nigeria does not arise
from the state of its economy or its governance . Rat her , its roots |ie
legal system. These problems are discussed in detail in the Cuming report 1
prepared by the World Bank at the i nitiation of th is project.

The government of Nigeria is considering a proposed law on Security
Interests in Movable Property. The reform s included in this draft law apply to all
security interests in movable property. They also apply to financial leases,
conditional sales , and any transactions in movable property, regardless of their
form or denomination, for purposes of security . In this report, and the proposed
draft law, "security interests " refers to all these secured transactions, and does not
distingu ish between secured transaction s that are undertaken following a specific
security device, such as a financial lease .

Briefly, Nigerians face problems at each stage of the security interest:
creation, priority, publicity , and enforcement.

This report sets out the issues for an effective improvement of the  system of
publicity for security interests.

The draft law on security interests under consideration in this project  will
permit broader use of movable property as collateral for loans in N igeria. The law
will apply to tangible goods such as inventories, machinery, and livestock. It will
also apply to intangible property such as accounts receivable, mortgages, and
chattel paper in movable property or fixtures . Drafted with the support of the World
Bank, the proposed law follows on the 2020 financial sector initiatives and
ultimately responds directly to the October 1998 request of the G -22 to reform the
laws governing debtor -creditor relations. Encompassing the best features of laws on
secured transactions from many countries, this draft law put forward for
consideration by the Government of Nigeria is the most comprehensive and
advanced in the world.

The proposed Law on Security Interests in Movable Property permits
expanded use of collateral that will allow lenders to create security interests in
movable property. When lenders can take economically useful collateral, they make
larger loans for longer periods of time at lower interest rates. This reform , therefore,
will benefit Nigeria's manuf acturers, farmers , and business operators that borrow
and sell on credit. It will particularly improve the terms of access to credit by
operators of small factories, farms, and businesses. Such operators typically cannot
offer real estate as collateral or get the co signature of someone who can. This

lProfessor Ronald C.C. Cuming Q.C. and Yair Baran
System involving Personal Property Coll ateral for The
DC: The World Bank, Report of January 17, 2004) , hereafter the o0Cuming re
request).
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reform will permit them to offer their movable property as economically acceptable
collateral for loans.

To implement these changes, the proposed draft | aw calls for an Internet -
based Archive of Security Interests. This archive may be operated by competing
private service providers, acting under the sanction and supervision of the
government. Or, it may be operated by the government in a way that permits
lenders to file directly and permits anybody to fully and freely search the system
over the Internet . This paper sets out the key role of the filing archive in that
reform, offers some background on the various elements considered by the
government in choosing among different options, and sets out the remai  ning issues
for decision in planning the new archive.

A. Filing Archives and Access to Credit in Nigeria

A field assessment of registries in Nigeria reveals that there is no functional
registry to support the operations envisioned under the proposed new law for
security interests .

As explained in the previous report, many registries in Nigeria exist only in
the statute books. The few functional registries that do operate have urgent need s
for new technology encompassing data storage, integrity , and accessibility. The
Abuja Geographic Information System, the registry of the Corporate Affairs
Commission (CAC) registry , and the Lagos State Government registry are slowly
addressing these needs. Other State Land Registries, Trademark Registry, etc ., still
operate under totally unreliable manual systems. As for chattel mortgages, in
reality, such registries do not exist.

Of these registries , the CAC Abuja Registry, is the only existing registry that
is legally relevant to the subject of this reform. It capture s corporate charges which
apply only to incorporated persons (corporations). Such a system fails to serve, of
course, the vast majority of Nigerian businesses and individuals who are not
corporations.

Visits to the registry and interviews of lenders revealed little use of the CAC
registry for corporate charges (there are only 1800 filings , compared to almost 1
million for far smaller Romania ). This lack of use may reflect several factors
including : the evasion of taxes and fi ling fees, the result of negligence or ignorance
on the part of companies, seemingly complex filing procedure s, administrative
bottlenecks at the registry leading to frustration when trying to file charges by
companies, and inadequate supervision and perio dic checks by the registry , or, a
combination of these factors. Moreover, given that there is presently no
comprehensive security interests law, Nigerian law does not require that financial
leases register for priority.

Other electronic filing systems in p lace in Nigeria also have a limited scope,
such as the Central Securities Clearing Systems Limited (CSCS) which was
licensed by the Securities and Exchange Commission . It operates a computerized
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depository, clearing settlement and delivery system for trans  actions in shares listed

on the Nigerian Stock Exchange. In relation to security interests, t his registry

system would only file the pledge of securities. Also, there is the Coastal and Inland

Shipping (Cabotage) Act ( 0t he Cabotage Act 6dJeatesSaSpeciadn 22,
Cabotage Register, while section 26 pertains to vessels that are the subject of ship

mortgage or ship financing. % This system would only cover licensed ships.

Therefore, there is no functio ning unified registry, on the Internet or
elsewhere, that would support the operations of the proposed new law on security
interests as envisioned: for all secured transactions, lenders and movable property

To make the proposed law work, lenders will require such a filing system for
security interests before they will offer loans secured by the borrower's movable
property. Priority is central to a system of collateral and the value of property as
collateral depends in part on the position the lender can claim in collecting against
collateral. A $100,000 equipment may be good collateral against a first priority
security inte rest of $60,000, but it is not such good collateral for a second priority
one of $50,000. A filing archive makes priority effective in two ways:

1 An efficient s ecurity interests framework in movable property assigns priority
against collateral to secured creditors according to the time at which they file a
notice of the security interest in the archive; and

1 By searching the archive, prospective lenders can learn whether other security
interests in the collate ral might already exist and, therefore, have higher
priority .

B. Features of a Internet -based filing system:

An Internetbased archiveest meets these standards as envisioned in the proposed law. It
providesseverakey features:

1 Faster, more certain, and cheaper filing through an Internet -based entry system;
1 Safer system of publicity of security interests;

1 A definite ranking of priority to creditors by the day, hour, minute and second of
the filing;

T Aonoti ce f i lthatmeduces yhe anoumbof data filed and maintains the
confidential information of the secured creditor , the debtor, and the transaction
by ensuring that information beyond that required for the notice is not in the
archive and can only be obtained from the debtor or from creditors upon a
debtor's consent;

1 The building of a foundation for an expansion of Internet -based commerce; and,
if implemented , permitting the use of the most advanced Internet -based
commercial techniques of North America and Europe.

2The House of Representatives Committee on -rénittar@e ce d s
by MDAs to the Federation Account put the balance of this fund Byiatch 2008 irthe sum of N3.5 billion.
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1 The authorizin g of lenders as users, allowing lenders to file their security

interests directly via the system's Internet site .

1 Providing the flexibility = to accommodate most administrative arrangements : The

government, through an existing registry office like the CAC , or an institution

like the Central Bank, could supervise and administer the system completely ; or

it could supervise and delegate the day -to-date administration of the system to

a

non-profit association of users -lenders, filing agents of lenders, such as lawyers,

and interested chambers and associations . If administration is chosen to be by
the private sector with government supervision, an Internet -based system as

proposed removes an unnecessary burden from the government, freeing it for
other more pres sing issues.

1 Use of rented servers by Internet -based filing system at very low monthly

operating costs. It is estimated that low filing fees  to support administration and

supervision (less than 3 dollars per filing) and free public access for searches will

cover the salary costs of staff (supervision 1 employee and administration
employee), high speed Internet connections at the supervision and

1

administration venues, and three Internet server rental s for fiing and security

mirror backup and operation. Charging for the processing work can vary

depending on what the lender choosesto charge its borrowers.

C. Key Decisions in Designing an Archive for Security Interests in Movable
Property

The design of the proposed filing system is driven by the economic lo gic of the

proposed law. Loans secured by movable property often involve loans for small
amounts of money, collateral of a low unit value, and short periods of repayment.
For lenders to use such property as collateral, filing a security interest must be fa
and cheap relative to the value of the underlying collateral.

0Speeddé6 must apply to both the ti me

st

requir

for searching for existing security interest

apply to fees as well to the v alue of time spent searching and filing. The lower these

costs and the higher these speeds, the more will lenders be able to use collateral to
reduce risk. When in Nigerian registries these costs become high relative to the

loan, the cost of using collater al can exceed the risk premium for unsecured loans.
At this point, lenders stop accepting collateral and the financial sector loses the
benefits that collateral can provide.

To provide speed and accuracy, the project must address several key issues:
1. File a Notice of the Security Interest or the Entire Security
Agreement?

A "registry system" files the entire security agreement or substantial extracts
from it . The present registration of charges for corporate secured loans at the CAC,

for example,isaregist ry. Aonoti ce f i,dhowewpr, fdeg enly a motice that a
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security interest exists. Both systems determinethe ¢ r e d i ranking @friority by
the time of filing. A notice filing system , however, is cheaper to operate because it
files less inform ation and makes it very public . Moreover, since the notice contains
relatively little information, there is diminished threat to privacy and thus  more
willingness to permit direct filing by lenders and public access.

The proposed Law on Security Interests in Movable Property provides for a
notice filing system. The earlier discussion sets out the economic reasoning behind
that decision.

2. Give a Government Guarantee of What |s Filed?
A registry system, unlike a filing archive, gives a government guarantee of
the security interest filed and, consequently, requires that a public official , a
O0r e gi seviewahe dontract or filing form before filing. For example, filings in
Nigeria, such as those at the CAC, are submitted first to the registry (See CAC

registry forms: http://www.cacnigeria.org/downloads/cac_09.pdf
http://www.cacnigeria.org/downloads/cac 08.pdf
http://www.cac.gov.ng/Pages/STATUTORY%20FEES.pdf

http://www.cacnigeria.org/downloads.html ). The CAC "registers " -- enters and
verifies -- the information . In a notice filing system, creditor s, either on their own or
through their attorney s, decide what is filed and take responsibility for it; and they

can file directly . The guarantee of the state or filing organization is limited to
maintaining a record of the time  of filing.

Private lenders have broad incentives to create and file security agreements
correctly. Otherwise, they risk losing their priority against collatera |. That provides
a good incentive to get the level of legal advice that they believe the transaction
requires. Lawyers have an incentive to provide good service, first, because their
business depends on their reputation , and, second, because their clients can hold
them financially liable for doing a bad job.  Further , if they do a sufficiently bad job,
they face the threat of disbarment and loss of license. The state  registrar/ guarantor,
by contrast, has rarely been successfully sued for errors in registrati  on. Even if a
suit were to succeed, the paying agent would not be the employee committing the
error, but rather the state as a whole. Only if the state takes action against the
employee who caused this loss to the state does an effective incentive system e xist
that extends to the staff of the registry . In t he proposed Law on Security Interests
in Movable Property , as it is the lender who files and remains responsible for the
filing, not the government, the government (either as supervisor, or as supervisor
and administrator of the system, whichever form is chose n) can only be held
responsible for the security of the filing system & database security -- and not for
the content of the notices .

3. Public or Private Operation?

This report examines each step of the filing operation. It shows how proper
design can permit the private sector to administer the filing system without
sacrificing any element of public policy. The paper also discusses how the
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government can set up an institutional framewor  k in which lenders can undertake
their own filing services or how other filing businesses (lawyers, chambers,
assodations) can provide filing services and data search in a publicly desirable way.

Private administ ration could also efficiently manage the filing system,
aligning public and private incentives and, thereby, serving public policy. At the
same time, private operation would permit the government to allocate its scarce
public funds and unique government management abilities to other public
programs, where private incentives cannot be reshaped to serve publicly desirable
policies.

4. Monopolistic or Competitive Operation of the Filing Process ?

The government may keep a monopoly on the filing process (the present
system), or delegate the operation of that monopoly to a private operator, and then
regulate that private operator (e.g., several Canadian provinces). Or it may
introduce competition in the filing process , the proposal set out here . The proposed
law allows for a system whereby lenders file their security interests directly, or
whereby lenders use private suppliers (e.g., attorneys) who compete to provide filing
services to lenders. These private suppliers, because of the pressures of compet ition,
may offer lenders better service than if the lenders filed on their own . It is
recommended that the registry regulations  set up the structure of the competitive
market and supervise this market to make sure that competition prevails .

5. Paper, Fax, Mixed Internet -based, or Integrated Computer
Systems?

Several comments at the drafting sessions on the proposed law requested a
paper-based system. However, only an integrated computer system can deliver the
speed, accuracy, and low cost required for broad public access to a filing system.
Internet -based database systems fill this need most easily. Therefore, to meet the
needs of those lenders without access to the Internet , the proposed law allows these
lenders to send security interests by mail or fax  to those filing services that do have
Internet access to the archive. In addition, those desiring paper confirmations can
freely print those from the online archive or request that those providing the filing
services print such a record and mail it or fax it to them. However, only an | nternet -
based computerized filing archive can avoid t he potentially enormous costs @ in both
time and money -- and errors associated with a paper- or facsimile -based filing
system. All modern filing systems operate with  integrated computer system s with
some Internet -access. Such systems are both cheaper and more accurate than the
other alternatives considered.

6. Use Internet -based Electronic Data Interchange under
International Standards?

The paper raises for consideration of the Government of Nigeria the use of a
more elaborate system of Internet -based electronic data interchange (EDI) that
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permits separate computer systems, using different hardware and software
systems, to directly interchange information about security interests with each
other and with com puter systems in North America and Western Europe. This
integrated system uses the TS 154 data interchange standard adopted by many US
jurisdictions for the Internet -based filing of security interests in movable property.
This permits Internet -based interchange of security interests with North American
exporters, importers, and financial entities. Furthermore, the software for this
project permits exporting and importing data in formats compatible with hundreds

of other Internet -based standards for commerce and finance. Choosing this level of
reform would provide a broad platform for the entry of Nigeria business into
electronic commerce at little extra cost over the basic filing system project.

7. Decide how to Manage Public Access

No filing syst em in Nigeria presently provides full and free public access.
This not only limits secured lending for the existing security devices (e.g., corporate
charge), but it also limits credit bureaus from copying information for their credit
reporting . Public access is key to both the security of the filing system and its full
effect on the financial system .

Full and free public access to existing files would operate through  its Internet
based database, in turn accessible by any standard Internet browser, includin g
Internet Explorer, Mozilla Firefox, Google Chrome, Opera, or Safari . The Law on
Security Interests in Movable Property  proposed to the government provides for a
full and free public access over the Internet .

We discuss in more detail below the reasoning behind this decision and the
options for implementation. It remains for the government to draft the
administrative regulations and technical regulations that will govern the operation
and public access to the registry.

In accordance with the proposal description of this deliverable, t his report
includes the following topics :
Technology and coverage of the proposed registry system
Management and pricing
Comparison of different systems with country examples
Monitoring and evaluation activity of current  systems
Roadmap for establishing a new security interest filing system to
replace the present registry
1 Linking of security interest filing archive with other registries in the
country ; and
1 Local interviews and commentaries received concerning the registry

= =4 =4 -4 -9
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l. Present and Proposed Registry System: Technology and Coverage

The present registry system in Nigeria has important economic limitations: it
has restricted geographic coverage; applies to transactions for only a few of
Nigeria's important economic entities; requires personal visits by agents to file and
to search. This project proposes replacing the current system with an Internet based
filing archive with broad national coverage, unres tricted access for searching, less
restricted access for filing, lower costs, immediate updating.

A. Registration of Security Interests in Movable Property in Nigeria

The registration of charges in Nigeria involve the only operational system for
security inte rests in the country. As we described earlier, the scope of the law is
limited to the corporate charge, and the number of filings are so few (about 1803 by
2008) that its practical use is actually very limited. In elaborating on this system,
some respondents noted that the number of filings would understate the true
number of charges because some lenders do not file charges because of the expense.
Rather, they keep the instrument ready and only file if the borrower slips into
arrears or default. This is ver y dangerous practice, though, because the unfiled
charge has no priority against other filed charges. The lender who waits to file may
find that his charge has lower priority than another charge which was later in time
but which was filed earlier.

Registra tion of these corporate charges is done at the Headquarters of the
Corporate Affairs Commission (CAC) in Abuja.

The CAC was established by the Companies and Allied Matters Act, which
was promulgated in 1990 to regulate the formation and management of comp  anies
in Nigeria. The establishment of the CAC as an autonomous body was as a result of
the perceived inefficiency and ineffectiveness of the erstwhile Company Registry, a
department within the Federal Ministry of Commerce and Tourism, which was then
responsible for the registration and administration of the repealed Companies Act
of 1968.

The functions of the Commission as set out in section 7 of the Companies and
Allied Matters Act, includes the following:

1 administer the Act, including the regulation an  d supervision of the
formation, incorporation, management, and winding up of companies;

1 establish and maintain company registry and offices in all the states of
the Federation suitably and adequately equipped to discharge their
functions under the Act or a ny law in respect of which it is charged
with responsibility;

i arrange and conduct an investigation into the affairs of any company
where the interests of the shareholders and the public so demand;

1 undertake such other activities as are necessary or exped ient for giving
full effect to the provisions of the Act.
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The Commission also registers Business Names and Incorporated Trustees as
well as provides a wide range of ancillary services.

The form for filing charges can be obtained from all the offices of the CAC in
Nigeria and, indeed, online (see link below); however, the charge can only be filed
and registered at the corporate headquarters in Abuja.

The tax payable is the Stamp Duty with respect to the Stamp Duties Act; Cap
411 of the Federation, 1990; a t present it is 0.375% for every N1m (One Million
Naira), i.e., N3,750 per million Naira.  Such a fixed percentage tax on transactions,
especially at this level, can have a prohibitive effect on lending.  For example, for a
30 day loan, such a tax is about 4.6% at annual rate, representing an enormous
increase in the cost of borrowing. S uch a tax system is progressive. A microcredit
lender might pay a higher tax rate relative to the transaction and to net assets and
to the income of the lender's clients than would, for example, the financer of an oil
drilling rig.

The information available on company charges filed include the particulars of
Mortgagor and Mortgagee, registered addresses, and particulars of  the charge (refer
to form CAC 8 attached -Particulars of Mortgage or Charge Created).

Company charges are filed by chartered secretaries, chartered accountants,
and legal practitioners who h ave to be accredited with the CAC. The accredited
agent submits the document creating the charge to the Federal Inland Revenue
Service (FIRS) for assessment of Stamp Duty . The assessed fee is then paid into the
account of the FIRS at one of their collecti ng banks.

The evidence of payment (from the bank teller) with the original instrument
(plus at least 4 counterparts) are then forwarded for stamping at FIRS Stamp
Duties Office, and a receipt is issued. Upon stamping, copies of the stamped
instrument toget her with properly filled -out form CAC 8 are submitted to the Post
Incorporation Unit of the CAC for verification and assessment of Filing Fee. The
assessed filing fee, which is payable to CAC, is then paid into a CAC account at one
of their designated bank s. The filing charge varies with the size of the obligation:

9 for an amount up to N1,000,000 the charge is N10,000

1 where the amount exceeds N1,000,000 the charge is -N10,000 for the
first N1,000,000 plus N10,000 for every additional N1,000,000 or part
thereof

This filing fee amounts to at least 1% of the value of the transaction. Even
more than the stamp tax, s uch a fixed percentage tax on transactions, especially at
this level, can have a prohibitive effect on lending. A 1% registration fee f or a 30
day loan would amount to nearly 13% at an annual rate . The stamp tax and the
filing fee together would amount to over 18% per year at an annual rate. Such a
filing fee far exceeds the underlying value of the service the government provides.
The cost per fili ng in a well managed system is under $10, so a tax of $3,750 for a $1
million filing has no bearing on the actual resources used.
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After paying the fee, the stamped instrument, form CAC 8, and evidence of
payment of assessed fee (bank teller) are all submi tted to the same Post
Incorporation Unit of the CAC for registration and issuance of Certificate of
Registration. 3

While the information filed by CAC includes only limited data of the charge
that could be construed as a notice, the paper form used at the CAC includes the
amount of the loan secured. This requirement calls for more information than is
actually necessary to meet the notice syster
existence of a security interest". This infringes privacy rights with no obvious social
gain. It leads to a reduced use of the registry and to demands that access to records
be limited.

The actual processing of the filing into the registry database is done by the
CAC registrar, and the registrar verifies the form. Such verification goes beyond the
needs of a notice filing system. The form is a paper form given to lenders, or their
agents accredited with the CAC . It is not an entry screen of a database. Finally,
the requirement for a signature in the  paper form limits the option to use data
entry as opposed to images (see discussion of paper and image storage at chapter
VIl .

Public access in the CAC is also more restricted than is economically
desirable and is feasible with a notice filing system mounted in an online data base.
Onli ne accesg is not provided free over the Internet to any user, but only to a
registered user who has first purchased an e -payment card at the nearest Zenith or
GT bank.

B. Proposed Registry System

The proposed registry system for Nigeria differs from curren t Nigerian
practice: it is an Internet -based notice-filing archive that involves the filing of a
notice of the existence of a security interest , not requiring presentation of the
underlying security agreement. As a notice filing archive, enough informatio n
would be flied to identify the existence of a security agreement and permit
interested parties to take steps to learn more about these agreements. Such a
simple data base can give broad public access through an Internet -based filing
archive. The entire system could be administered by secured lenders with
government supervision .

Many considerations of technology , management and administration  were
assessed to support this choice, and these are outlined in the technical table annex

3 FORM CAC 8 http://www.cacnigeria.org/downloads/cac 08.pdf
FILING FEES http://www.cac.gov.ng/Pages/S TATUTORY%20FEES.pdf

4 .
Available at
http://62.56.145.131/contentpinnacle/standard/dtivcdic.dll?dtiexec&reqgistryenvironment=cimmacigstandard
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to of this report . For purposes of the technical discussion, the trial Core filing
system can be viewed directly at http://nigeria.ceal.org/ to see the practical
functioning of the system as envisioned. This section describes the user inter face
with that system.

1. Coverage

A key consideration in choosing technologies arises from the territorial
jurisdiction of the system . The existing corporate charges filing system at the
Corporate Affairs Commission (CAC) already functions with unique and na  tional
jurisdiction. CAC registration provides a unique time of filing for all corporate
charges in Nigeria .

The proposed system would continue a similar broad approach . The economic
objective of collateral requires that t he technical system establish a unique filing
time for the priority of security interests for all jurisdictions in the country using
the same standard: the time of filing . Because movable property in f act omoves, O
fragmented filing system would require f iling in many places . This would be a poor
alternative because it would increase risk and transaction costs . The Internet -based
technology easily solves this problem -- it can provide technical access and unique
filing time from all locations , both in Nige ria and from without, where foreign
lenders might seek to make loans secured by Nigerian movable property to finance
the purchase of such property.

2. Language

Another important first consideration relates to the language of the filing
system. For this, t he opening page of the filing system archive may ask the user to
select the language . In the Core filing system for trial  (See as an example, Nigeria
filing archive, opening page at Figure 1 below ), there are four language options for
viewing : English, Hausa, Igbo, and Yoruba . More languages can be added.>

® In the following pages only the English version has been set up in this trial test version. If this a desirable feature,
then the other ones can be added.
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Figure 1.  Nigeria filing archive, opening page

NIGERIA

MODEL ELECTRONIC
FILING ARCHIVE

Eesign and program @ 2009 by the
Center for the Fconomic Analpsis of Law
all rights regerved.

To reporfa problemclick here .

After choosing the language, it is best that the user be immediately directed
to the home page without other steps (as an example, please see Figure 2). Then, on
the home page, the user should be able to quickly choose between the two main
functions of the filing system, namely, to search the archive or to login in order to
accessthe filing function as an authorized user with the password and account id

Filing a notice could make public false or incorrect information . Though such
a filing would be void, f or it has no security interest to support it, it may
nonet hel ess damage s.oForettosnreasos, the syptent ree¢ds tn
keep track of who files. A preliminary step to filing, discussed in more detail blow,

would allow the archiving of user id an d password in case there were problems with
the notice .
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Figure 2.  Nigeria filing archive, home page

N I G E R I A— Click Here o Return to the Home Page

MODEL ELECTRONIC

Click Here Lo Logoul
FILING ARCHIVE

Home Page
Options

| Search the Archive |

| Authorized Users Log in |

Thus, on the home page, the user must be immediately offered a choice
between searching the archive & an option open to anyone 9 or entering the archive
as an oOauthoéri zheud hoseérzed wusers are empower ec
search; other users may only search . We discuss th ese options in turn.

3. Means of Entry

In a notice filing system, such as that contemplated under the draft law
presented for the consideration of the Government of Nigeria and discussed earlier,
the authorized lender or his agent could receive information by any means: in
person, by mail, by fax, by Internet -based email, by Internet, or by Internet -based
data interchange. Since multiple types of entry can be offered at little additional
cost, no public policy reason exists for any restriction on the mode of entry.

That system envisio ns that the final point of entry, however, is from an
authorized lender or his agent via a direct entry in the Internet -based database. An
Internet -based archive will require Internet -based entries consistent with the
database or the Internet -based data in terchange system.

Such on online filing system could begin with the general information screen
shown earlier. After choosing the type of filing, the authorized user could turn to the
data entry page. That page could permit the authorized user to choose fir st whether
to file information about the creditor, the debtor, or information about the
collateral. Each of these choices may permit the authorized user to enter relevant
information necessary for the security interest.

6|Page



Filing first the general information about the transaction, the general
creditor information screen would need to ask first for the identification of the type
of transaction. Note that, as an example of these steps, the trial Core filing system
directs the filer through the series of screens specific to that transaction. In this
way, it serves as a guide to the legal procedure. It asks (Figure 6), whether this is a
new filing, an amended filing, or a preliminary filing for a transaction underway;
and whether this is a continuation of a filing at another registry, such as the CAC,
made prior to the creation of the online security interests filing system (transition
period).

The next screen set up for trial requests information about the first creditor,
asking whether the creditor is a legal en tity (a registered business) or an individual,
which allows more precision in the legal identification of the creditor.

If the creditor is a legal entity, clicking on that button brings up the screen
that asks for information about legal identity, includin g type of legal entity, place of
incorporation or creation of legal entity, legal entity ID number (if that exists), and
tax ID. Analogous information may be collected when the creditor is an individual.
The process of entering creditors continues until al | creditors are entered. This may
include combinations of different types of creditors.

The entry fields could be expanded or reduced readily. During the discussion
of the law, users may raise suggestions about appropriate fields.

The authorized user then can continue with the entry process by including
the identification of the debtor. This screen in the Nigerian trial archive sets out as
examples several pieces of identifying information; however, the recommended
fields are only the fields of name a nd address to protect the privacy of individuals.
(Please see the discussion of identification) . Security interests in movable property
require only the parties’ names, addresses, and collateral description for notice
filing. A notice filing system is ver y public, so it demands only minimal information
to alert potential lenders; it does not need to include complete information about the
debtor. After a secured transaction is filed, the system may assign a unique
identification number to such filing, and p  arties that know that number would be
able to also search under the filling id. Therefore, there is no need for a debtor's
identification document. While such a document can be added for corporations, it is
inadvisable for individuals in order to protectt heir privacy.

The authorized user will complete the filing process with a description of the
collateral. The description is best divided into three broad sections: registration of
titted motor vehicles (where by custom title numbers and VIN numbers are inc luded
in the security agreement), movable property attached to real estate (fixtures)
because of the need to harmonize the regime for mortgages with the regime for
security interests in movable property, and all other collateral. Note that the form
for all other collateral provides for a free form description of the collateral that can
be as detailed or as general as the borrower and the lender wish.
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Figures 6 - 14 below provide examples of these needed features in the Core
filing system for trial at www.ce al.org (at "CEAL project sites"”, "Nigeria: Secured
Transactions.”

Figure 3. Data Entry Page

MODEL ELECTRONIC

Click Here 1o Logout
FILING ARCHIVE

I NIGERIA Click Here to Return to the Home Page

User Information:
You arz logged in as User hevwood

Your user level is Level [MASTER]

Data Entry Page

General Filing Information

Filing ID:Will be determined when you submit this form to the Archive.

Authorizing User: heywood

Filing Date and Time: Will be determined when you submit this form to the Archive.
Filing made prior to operation of electronic archive: None Specified.

Type of Filing: NEW FILING

Designation of Filing: Creditor/Debtor

Intention to file: Yes

[ EditGeneralFilingInfo |

Creditor Information

Add A Creditor

Debtor Information

Add A Debtor

Go to Collateral Information

Add Collateral

4, Public Search

The filing archive is a system for making public the existence of security
interests. For the maximum promoti onofsecur ed | ending, oOmaking
interpreted in the broadest possible way: available to every citizen in an
inexpensive and simple way. This general concept is familiar in Nigeria , and
Nigerian laws already provide for "public registries ." The Law on Security Interests
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in Movable Property proposed for consideration by the government of Nigeria
extends this principle to the proposed filing archive and expands its interpretation
in light of the shift to a notice filing system.

Public access has an im portant economic implication for the organization of
institutions that extract information: they are always competitive. Permitting
public access means that any person or business can access the database. As a
result, nothing prevents businesses from resel ling the information they find in the
filing system .

Setting up the filing archive system for secured transactions ina  n Internet -
based database would give private or public users direct access to the filing archive
database, both for reading and for copyi ng information. The proposed filing archive,
for example, uses a simple set of screens, accessible with any Internet browser.

Users can access this information themselves. They could also copy and sell
such information organized in ways useful to different clients. For example, an
information services business could copy, at no cost, the information contained in
the database, select data on borrowers that purchased a new automobile one year
ago, and offer such selected information for sale. A bank might be interested in
buying information that it could use to identify potential clients wishing to
refinance their automobile purchas es. Another possibility is that instead of buying
information, a bank may want direct access to the database to undertake searches
or analyze debtors' history . (Note that not only security interests but also any other
liens on movable property, such as att achments, are available in the filing system. )
Or other State agencies may want direct access to the database for enforcement,
supervision, statistical studies or research.

Because downloads of this nature are not presently possible in Nigeria, such
a service market is not widely developed . However, some professionals do offer
similar services. For example, when attorneys in Nigeria offer their clients advice
on the legal status of a real property, they use information obtain ed at the real
estate registry r ecords or at the Company Registry. In all cases , such a service is
competitive because it is based on prices set by companies that compete to provide
accessto information already filed in a public filing system.

Such services 0add vagl u@fdr eteod tdhaet au nadnedr | &
termed -addedeservi caddaedr n e toasbhmilae ®rins. These
services are well -developed in North America and much of Europe , and competitive
forces regulate the price and quality of the service s offered. No special government
supervision takes place. There is every reason to believe that Nigerian businesses
will be as active in promoting these businesses as they have in other areas where
regulation permits them to act.

A system broadly open to public and fre e search improves tran sparency and
ease of access to information. This diminishes the transaction costs of information
on secured loans. Therefore, the propose d law recommends free and broad public
access. This criteria is best met with the Internet.
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For example, in the trial system available  for examination , a user seeking to
make a public search woulAt cdiliiveld dbutt oe
a further screen specifying the details of the search . As the screen indicates, the
search may be undertaken using any of the filing fields (as the archive is a
database, we will discuss below how the filing fields are flexible and can
accommodate any desired criteria ). The trial system example shows the name of
the creditor, name of the debtor , or description of the collateral (Figure 3). This is a
O0Bool eand sear ch, dambasendamlp searbhad witht afi the terms,
any of the terms, or excluding certain terms as desired. = Broad search engines
standards in the registry regulations will be helpful to assure technical systems
with good search engines.

Figure 4. Search Page

NIGERIA Cliek Here 10 Return to the Home Page
MODEL ELECTRONIC

Click Here 1o Logout
FILING ARCHIVE

Any User: Search the Archive
Authorized User;: Amend, Void, or Terminate

The Archive offers two levels of search. A general search (below) and a detailed search.
| Click here for detailed search

Search for filings ...
Creditor Name

AND ) OR @ NOT O (OR is default)
Debtor Name

AND © OR @ NOT O (OR is default)
Collateral Description

AND ) OR @ NOT () (OR is default)
Filing ID Number

Response to a search is immediate . The screen will either indicate that no
filings matched that description or give details of the notice of the filing . The
searcher can search as often as is necessary to be certain that the item is free of
prior encumbrance & searches could be conducted on the name of the debtor, the
debtords wife or other relati ves.lfaq@reviolsly
filed notice is found, t he creditor can then request further details from the borrower
or ask for a release to query the creditor . If the debtor declines, the prospective
creditor can refuse to grant the loan
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Figure 5: General filing information

BINIGERIA

MODEL ELECTRONIC
FILING ARCHIVE

Click 1tere 1o Neturn b the Home Page

Cliek Here to Logout

General Filing Information

Esger General leformation sbout the S

Purpose of this Filing (choose one):

@ NEW FILING

Designation of this Filing (choose one):

@ Creditor Debror
Consgnes Consigace
Seler Buver
Agriculbrad Lien
Other Nonsecur®y Intevest Filing
Fied 2 Connection with a Public Finance Transacton

Intention to File Only (choose one):

¢ Yes
No

[ Sebmit General Filing Information |

These initial pages on genegal filing information are followed by pages
requesting increasing detail (set out in section VIl ). The entire process of online
filing can be completed in a few minutes directly from the computer.
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Il. Comparison with different systems with country examples

The proposed Law of Security Interests being prepared for consideration by
the government of Nigeria makes several important provisions for the filing of
security interests . The proposed law,

1 Introduces a two -tier filing organization : at one level, an organization
administers a database. The organization is composed of the parties authorized
to file in the database -- lenders, agents, and private chambers and associations
that may provide filing services to their  lender members. At a second level, a
government entity supervises t he organization that administers the database

1 Adopts a notice filing system that files only a notice of the existence of a security
interest -- not the entire contract. This requires that creditors file the smallest
amount of in formation needed & mainly the names and legal addresses of the
secured party and the debtor and a description of the collateral acceptable to the
contracting parties.

1 Eliminates government review and government guarantee of the legal validity of
security interests that are filed

The proposed Law on Security Interests in Movable Property adopts as
publicity o for the establishment of the rank of priority -- an Internet -based
database archive or filing system, not a registry . In making this choice, the
proposed law also opts not to use other possible systems , such as:

Announcement in a national or local newspaper: This system is workable in
countries with very poor communication systems or weakly developed government
institutions and little realistic hope of implementing a more complex notice filing
system. However, purchasing a newspaper ad is more expensive than a filingina n
Internet -based notice filing archive . A newspaper publication would also rely
entirely on the private sector to collect the informat ion from the newspapers and
make it available in more manageable forms , such as databases. Finally,
newspapers do not allow for the exactness 0 often to the hour , minute and second of
filing & necessary in many modern transactions . These characteristics do not make
newspaper publication a workable system for security interests filings, even if the
publication is online.

Notice to other creditors: Under this system, the law requires that a creditor
notify all other lenders of the creation of the security interest, and priority is
granted as of the date such notice is received by the other lenders. This system is
very expensive, especially for small lenders. Nor does it provide easy access to
information : to access information, a lender has to get in touch with all the other
lenders. Also, as a general rule, it adversely affects non -bank lenders, who are
seldom given notice of existing security interests, even when they are major
creditors of farmers and small businesses. Furthermore, automat ic priority after
notice entails great risk: the ranking of priority is still uncertain because not all
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persons can receive notice at the same time. Differences in the timing of mailings,
therefore, can easily produce conflicts of priority.

Taking possession of collateral property: This system grants ranking of
priority to creditors at the time of possession of collateral property, effectively the
system in place in some traditional lending arrangements (such as pawnshops) and
some warehouse arrangement s. This system of possession has a great disadvantage
where debtors need to use the collateral property during the life of the loan. It is
useless for farm equipment, machinery, or transport equipment. Even for inventory,
it substantially raises costs and entails great risk , since it may result in simulated
transactions . For example, the creditor might rent the  premises to the debtor to
take possession of property . But t he borrower might then fraudulently offer the
same collateral to another lender

The system of publicity by possession can undermine the entire system of
secured lending. The proposed draft law addresses this by strictly limiting
perfection by possession to small loans in pawnshops and to certain types of loans
secured by goods in warehouses.

A. Public filing : Contract Registration vs. Notice Filing

When creditor s must register the entire security agreement, they must
register a certified copy of the security agreement, either on paper or as an image.
The filing office must keep the original agreement. It must do so even if the registry
keeps indexes, or if the creditor files, together with the agreement, a briefe  r form
that contains indexing information.

1. Advantage s
1 Potential lenders can obtain more information from a single source.

1 Through accessing information filed, any potential lender can learn both of the
existence of a security agreement and its details.

2. Disadvantages

The system costs more, because a larger physical space is needed to file entire
security agreements. Even for an Internet -based filing system, filing the entire
agreement requires filing images of th ose contracts and the implied necessity of
verifying the accuracy of those file images . Such a system creates problems of
confidentiality and leads users to desire to restrict access to information. Since
much information is filed --the entire contents of the security agreement i many
valuable elements of financial information and possible trade secrets may appear in
the filed agreement. This provides incentives for filers and administrators alike to
restrict access to the data -- which defeats the purpose of a publically accessible
system. Consequently, this system ultimately limits creditors' access to information
about existing encumbrances.
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Security agreements do not follow a standard format. As a result, they must
be scanned in. At a minimal resolution of 150 dpi, such a document would  require a
file size of about 100 kb per page. Even a streamlined loan agreement would have
two to four pages, representing a file of 200 kb to 400 kb. A picture image of a
security agreement would require 30 kb to 60 kb to upload depending on the
technique used. But loan contracts can run on for hundreds of pages. The speed of
Internet -based access is directly proportional to the size of the file: accessing the
streamlined version of the text would require 15 to 30 times more time to download.
With modern i mage compression systems, higher internet connection speeds, and
lower costs of hard drive space, such a system would be technically feasible.
Nonetheless, it would operate more slowly than a notice filing system, and it would
face user resistance to publi ¢ access because of sensitive propriety information that
is often set out in the loan agreement, so it would not be searchable on the web.

B. Notice Filing System

Under a notice filing system recommended, Nigerian creditors would file a
notice of the existence of the security agreement. This notice contains the smallest
amount of information necessary to permit third parties to learn that the creditor
has created a security interest in certain property. In the Nigerian Core Filing
system for trial , thi s information includes the names and domiciles of the parties,
and a description, whose detail is negotiated between the creditor and the debtor, of
the property offered as collateral . Potential lenders could check existing security
interests and other en cumbrances on property by searching the filing system.
Where lenders find notices filed, the y can ask borrowers for more detail about the
rel evant security agreement s, i ncluding
gather information directly from the  debtor's other creditors.

1. Advantages

Lower filing costs result from this system , which does not require filing all
the information contained in the security agreement. This reduces the complexity of
the forms . Less complexity reduces the expected cost of error that is more likely to
arise with more complex forms and which might cause the loss of priority . It lowers
the cost of filling out the forms, and the cost of storing them.

More privacy. The notice filing system does nothing more than indicate that a
security interest exists and gives the names and addresses of the secured party and
the debtor.

Without question, this system can still give more information than such a
party might obtain in a closed system with perfect security that required
administrati ve permission to inspect documents . However, because the purpose of a
notice system is to give public notice, perfect security of access confers little social
benefit. A notice filing system gives the inquiring party no information beyond the
basic informa tion that a security agreement exists. Neither registry employees nor
those who have access to registry employees can know anything more about the
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agreement because that information has not been filed in the registry. Accordingly,
the release of informatio n beyond that shown in the filing statement is entirely at
the discretion of the secured party and the debtor, not at the discretion of registry
employees. In a notice filing system, the filing parties control access to information
as they please: they mig ht wish to give one potential secured party a great deal of
information and another secured party very little information.

Faster public access: A typical filing notice might contain 15 to 20 fields and
occupy a space of 15 kilobytes. Internet access to su ch a notice would take only a
few seconds. The same notice scanned as an image might require several hundred
kilobytes, depending on the technique used. Modern internet connection speeds and
imaging techniques could make images more available, but securit y agreements can
be large and their image files can run several megabytes in size . This would limit
access to those with many dial -up Internet connections.

2. Disadvantages:

Widely implemented in comparative legislation , no substantial disadvantages
have aris en from notice filing systems . However, certain obstacles can be foreseen
in Nigeria : some creditors might resist responding to requests for additional
information or some borrowers might not keep copies of the loan instruments.
Consequently, the draft law compels a response by secured creditors to certain
information requests about their security interests.

C. Government's Guarantee: Options

The draft law of security interests in movable property presented to the
government provides for no government guarant ee of the contract or the notice
filing . In making this decision, the Nigerian government faces two broad options
about whether it should guarantee security interest filings: on the one hand, the
government could broadly guarantee the filing of the inform  ation supplied, as well
as of its contents; on the other, it could give a limited guarantee involving the
integrity of the filing archive database (security and record of time of filing) but not
its contents.

1. Broad Government Guarantee

Under a broad gover nment guarantee, the government would guarantee both
the time of filing and the validity of the security interest filed. If the government
makes such a guarantee of the validity of security interest filed, it must, of course,
examine the information before filing it. Broad government guarantee filing
systems are considered "registration systems ," and underline the role of the
government as the registration entity. For example, this is the filing system
adopted for real estate Nigeria.

15|Page



(1) Advantages

Under a bro ad government guarantee system in Nigeria , the work done by
the creditor and his legal counsel would be reviewed by the State (a state employee
or registrar) . Even though this is more expensive and takes longer time, the creditor
would receive an additiona | legal review and a State guarantee in the event of error
in the legality of the security agreement and/or in its filing.

(2) Disadvantages

Revision of lawfulness and authenticity of documents takes a longer time and
imposes higher costs. When the State broadly guarantees a filing, it must review
the lawfulness and authenticity of documents before filing. Therefore, the State
must hire lawyers and registrars to check the legality and accuracy of every filing.
This task raises costs and increases the time needed for filing. As a practical
matter, the attorneys of the government may not have the same keen motivation to
serve the secured party as would the private attorney of the secured party.
Therefore, while there is no direct charge for legal review by re  gistry staff, it is not
clear that the review adds a great deal of comfort to the secured party. No secured
party interviewed in Nigeria about the proposed system complained about the loss
of the State® review function. No secured party regarded such a re view as a
substitute for their own legal review.

Of course, while there is no explicit charge for the review, it i s not
rather the issue is who pays for it and how. The secured party pays part of the cost
both in delays in filing and the attendant increase in risk. The secured party and
the taxpayers share the cost of the higher charges necessary to cover an additional
lawyer of legal review.

Expensive and unneeded government subsidy. The government subsidizes
secured creditors when it guarantees co ntracts. It, moreover, offers review
inefficiently when that review is  unlinked to the size and complexity of the contract.
Secured creditors in Nigeria are not, on the face of it, a group in need of government
subsidy on grounds of fairness. Such a subsid y would grow larger under the
Nigerian Draft Law on Security Interests in Movable Property, because the draft
law anticipates a broader scope of secured transactions that will require filing , for
example, a transaction involving a portfolio of hundreds of  loans.

The government guarantee is typically empty.  Neither the authors nor other
research associates of CEAL, in all their work in secured transactions in more than
30 countries, and accounts of innumerable filing errors, were able to report a single
case where a creditor successfully sued or was reimbursed for an erroneous
government filing. Because the guarantee seems without value to lenders, they will
purchase private legal advice they believe commensurate with the com  plexity and
value of the transactions. The cost of the state review, therefore, provides no value
added.
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2. Notice Filing: No Review of Lawfulness and Authenticity

Advanced systems of security interests have done away with rev iew
requirements for lawfulness a nd authenticity . Thus, in the US and Canada, neither
civil code nor common law jurisdictions review the legality of contracts , authenticity
of documents, or signatures prior to filing a security interest. In these countries,
such functions and responsibil ities have been successfully placed on secured
creditors. These countries introduced the simple notion of a filing form and placed
the responsibility for filling it out on secured creditors. Thus, the secured creditor or
its agent is responsible for enteri ng the information as supplied in the security
agreement. No government official is responsible for its contents or authenticity . At
the same time, the legal framework provides for criminal prosecution in the event of
fraud.

The filing system in Nigeria al ready follows a similar approach at the CAC.
However, the documentation for filing is still reviewed by the registrar to verify the
payment of filing fees and stamp duty tax

A notice filing system offers many advantages over a traditional registry with
government inspection of documents:

It reduces the risk of error in filing . Secured creditors have a greater
incentive to enter information correctly than do filing systems officers. The law
grants r anking of priority only to those creditors who enter true and correct
information, as provided in the security agreement.

It reduces filing system costs . This permits lowering the cost of loans secured
by movable property, allowing creditors to profit. Since creditors are responsible for
revising lawfulness and authenticity, they can choose the most convenient means of
accomplishing this task .

Test of experience. In North America, security interests amounting to
trillions of dollar s are on file. Secured creditors are broadly satisfied with a system
that relies on their managers and private attorneys to prepare documents to a level
of legal care that the se cured creditor feels is warranted. Clearly , those secured
creditors who go to court and lose may, in retrospect, regret that they did not invest
more in legal services before they entered into a security agreement . However, a
comprehensive search of the li terature on registration uncovered not one suggestion
that filing officers undertake expanded legal review functions

Therefore, a new framework for security interests in Nigeria will benefit from
adopting rules that do not require administrators of the fi  ling system to review the
lawfulness or authenticity of the security agreements or filing screens before filing
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lll.  Options for the Administrative Framework : Management and
Pricing

A. Filing Security Interests: Public or Private?

All filing systems operate with a combination of public and private activities.
The policy question arises in determining where to  divide the two responsibilities
Primarily, secured lenders should be authorized to file directly their security
interests . However, how will they administer the filing system archive ? Who will
administer the login and passwords of authorized lender users ? And who will
provide filing services for those lenders who do not have equipment or access tothe
Internet in order to file directly and , instead, need to contract for filing services
from other parties?

B. Comparative Experience in Filing Administration

Jurisdictions with reformed systems for secured transactions have many
different combinations of private and public provision of administration of filing
systems and filing services. In most US territories, for example, state governments
operate the filing systems, file notices, and authorize private parties, such as
attorneys and banks, to also file security interests notices on their own. In some
Canadian territories, provincial registries subcontract essential activities in
building up and operating filing systems to private companies. In Poland, the
government licenses notaries to operate the registered pledge filing system; the
State gives these people exclusive rights to certain territories, but also regulates
them. In Nigeria, the Corporate Affairs Commission operates the filing system for
corporations' corporate charges under a government regulatory system. In
Colombia, chambers of commerce operate the filing systems for corporations and for
the commercial pledge. In Romania, a consortium of the chamber of commerce, the
association of banks, and the union of public notaries operates the filing system
under the supe rvision of the Ministry of Justice.

C. Economic Issues

While different combinations of private and public provision characterize
registries around the world, the underlying economic issues are well known.

Profit -seeking organizations typically operate more ef ficiently than
government agencies. Private suppliers, especially competing ones, know that
improving quality and cutting costs and prices are ways to increase the volume of
business, and, where managed correctly, to make more money. Government
suppliers w ho do the same thing generally do not keep that additional money and
often are not rewarded for their promotion of these ends; consequently, they are less
likely to work as hard to improve quality and cut costs. Government suppliers may
be further burdened with other government objectives, such as collecting taxes
before processing a filing.
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Private suppliers know that failing to improve quality and cut costs can lead
to less profit, and possibly business failure and unemployment. Government
suppliers typic ally face a much looser connection between poor performance and
subsequent failure or unemployment.

In deciding whether to supply filing services publicly or privately, the key
issue is whether private profit incentives will suffice to serve the public int erest for
the particular activity -- in this case, the filing system . Moreover, if private
incentives will perform reasonably well, will using private incentives free up scarce
government resources, particularly for other projects where private incentives do
not serve the public interest and where the government must intervene?

At present, it seems that secured lenders have the best incentives to process
their own filings . Moreover, they or their lawyers or other legal or company service
providers could a Iso develop filing services for lenders uninterested or unable to file
directly. Preliminary, it seems then that these lenders and other users will meet the
public interest for filing and perform reasonably well , and will also have the best
incentives for administering the archive database

Government supervision, however, will be inevitable for  such a system that
offers a public service under law . Toward this end, the government might indicate
the preferred state entity to undertake this supervisory functi on. The Corporate
Affairs Commission has been the only government entity  so far to have expressed a
desire to be a part of the new system . The Central Bank of Nigeria or the Ministry
of Justice would also be suitable supervisors.

D. Filing Security Interests: Monopolistic or Competitive

The market for filing system services can have one supplier (a monopoly) or
many suppliers (competitive market). Although often mixed together, the issue of
organizing the market fi monopolistic versus competitive fi is logically di stinct from
the issue of control of the suppliers fi public or private operation. Private and public
monopolies, as well as private and public competitive organizations are all possible.

It is also possible to organize several state filing agencies that can ¢ ompete for
business among themselves, and devise incentive schemes that reward operators of
more successful filing systems. What are the practical issues and the issues

concerning economic efficiency ?

First, a monopolist has enough power over the market to  make more money
by charging a higher price. Some monopolists i 0 di scr i mi nat i nigcamonop ol
charge each customer a different price. Typically, however, a monopolist charges the
same higher price to everyone and gets that higher price by restricting ou  tput.

A competing supplier does not have the ability to charge a price  higher than
the market price. On the contrary, the competitive supplier makes more money only
by charging a bit less than do the other participants and selling much more. A
system of competing suppliers results in services of various qualities close to the
cost of supplying them. We see, for example, many different types of restaurants
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offering different qualities of food at different prices . All successful restaurants ,
however, sell meals that their clients perceive as a good value for the price.

In Nigeria, the public interest would best be served through competition
among authorized lenders and filing agents and the prohibition by law of any
collusion over prices. Since the Nigerian market already embraces competition in
lending and in legal services to lenders, this competitive model will continue the
present approach in lending.

E. Entry and Filing System Proposed

Il n the proposed system, Osear chéntryiand open t
filing is restricted to those authorized to file  (options for organizing entry and filing
are set out in section C).

The authority to file must primarily be granted to lenders and service
providers of |l enders (0aut hbiguiezdp & nom gpeofitt s 6 bl
association of Authorized Lenders and Authorized Agents (blue rectangle Figure 4)
could administer the filing archive (we will discuss filing options in more detail
below). This non -profit organization could also include the Niger ian Bar
Associati on, The Bankersbo Committee, Man uf
(MAN); National Association of Chambers of Commerce, Industry, Mines and
Agriculture (NACCIMA); National Association of Small Scale Industries (NASSI);
the National Associat ion of Small and Medium Enterprises ((NASME); and other
entities with an interest in the long -term operation of the filing archive. This
organization could be empowered to run the daily administration of the filing
system and administer the login and passw ords of authorized lenders and agents.

This organization must charge only enough to cover the basic cost of filing archive
operation & the computers, the Internet server, revisions of the software package,
and the associated costs of these tasks (Orange ci rcle in Figure 4).

All authorized lenders and other authorized agents for filing would be free to
charge any surcharge for filing services over the basic cost of filing charged by the
organization. The only condition on them should be that they cannot coll ude to
control their fees. This form of non -profit organization can ensure sufficient fee
revenue to cover the operation of the archive; public access to filing services all over
the country; and that competitive forces determine any access charges levied in
addition to the basic charge for filing archive operation. Those searching the archive
(Yellow circles in Figure 4) would search independently of authorized lenders,
authorized agents and the non -profit organization of authorized agents.

A government entity (green rectangle in Figure 4) would need to regulate the
non-profit corporation of authorized lenders and agents. This entry would also
receive complaints about operation from searchers (see example for Searcher 2 and
Searcher N) and filers (see exa mple of filer 4 and Filer N).
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Figure 5.  Proposed organization of Nigerian filing archive

Association of
Authonzed
Agents

A lender seeking to file a security interest could arrange to get authorization
to file directly as a an authorized agent; or the lender could engage the services of
an aut horized agent, such as a lawyer. The lender seeking to file through an
authorized agent could contact the authorized agent in any commercially customary
manner: in paper by mail, by fax, or by email. Consequently, not all lenders would
need to know how to operate a computer or have Internet access.

This chapter will examine the institutional options for administering the
filing system. The filing system concerns only the following activities: archive
maintenance, security, and permitting public access to th e archive's filings.
Searches, retrieval, and copying already -filed security interests are activities
available to any citizen, and thus not part of filing system functions (we discuss
th ese in Chapter VII. Section B).

1. Administration of the Main Database in a Private Competitive
System

As a practical matter, only one entity could administer the main database for
the filing system . In a competitive system , the private competing users that are
authorized to file could also organize a not-for-profit association to administer the
database. In the presentations and drafting sessions, CEAL received strongly
opposing views concerning a public sector -driven registry. It was expressed that the
successfully deregulated sectors of the Nigerian economy, for in stance, the
petroleum , banking , and telecommunication, confirmed that efficiency is optimally

21|Page



achieved when initiatives are regulated by government but operationally driven and
commercially undertaken by the private sector. And it has been suggested in
interviews that the secured transaction s law "should be built on an option for
private administration of the filing system."

Such an approach could optimize service quality while minimizing
operational costs. The not-for-profit a ssociation could be responsible for the
management of the filing system. Initially, the association could also consist of
organizations whose members have a strong interest in a good filing system: the
Nigerian Bar Association, the Nigerian Association of C hambers of Commerce,
associations of private businesses, associations of banks , etc. Other competent
groups might elect to join as well; a process for expanding the association could be
set out in the administrative rules.

2. The Government 's Supervision

The CAC and the Central Bank are the main entities that presently have
experience in the regulatory aspects of lending, and they would be natural agencies
for having the supervision budget and authority over the filing system. Participants
in several drafting sessions on the proposed draft law also expressed strongly the
opinion that the CAC should be in charge of the new security interest filing system
that will apply to all debtors . The supervision aspects are:

1 To set minimum prices for filing to the benefit of the association, the price level
being sufficient to cover the cost of operation of the database, maintenance and
replacement of any equipment, and sufficient to pay technical and legal staff of
the association to operate the system.

1 To set minimum prices for filing to the benefit of the government, the price level
being sufficient to cover the cost of one public employee at one state agency
charged with the task of supervising the filing system.

1 Update administrative and technical rules  and regulations of the law, including
regulations concerning association operation and collusion prohibition.

1 Notify the appropriate prosecutors for the purpose of filing charges in the event
of fraud or collusion in restricting competition.
3. The Associationds Rol e

The day-to-day administration of the filing system database , as discussed
above, could be best administered by an association of its users. The association
could set up and maintain the filing system on a day-to-day operation. This
operation should be not for profit because the main incentives of the participants
would lie in the efficiency of lending transactions , as undertaken by members and
non-members.

a) Obligations:

1 Set up and maintain the filing system
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9 Offer public access to the database as mandated by applicable regulations
Use a universal standard Internet -based system for the database

b) Rights:
1 To secure priority against third parties under the proposed law of secured
transactions, the secured creditor must file a security interest with the filing

system maintained by this non-profit association.

1 Any non-member of the association may request from the association's technical
administrator a user id and password to file security interests directly in the
database maintained by the association, either for non-me mb e owd Ipans or as
a service to other lender s.

1 Any member of the association will have a primary user id and password to file
security interests and may authorize other persons under its supervision (sub -
user id and p assword administ ered by the primary user) to file directly, sell
database operating programs , and facilitate access to the database .

4, The Role of the Private Sector not Belonging to the Association
Any person may apply for membership in the association
The public has free access to the files of the archive

Anyone may sell information obtained from the files. For example, if the
file has an Internet -based database, any private person may write
database operation programs and facilitate access to it

5. Considerations in Choosing a Private, Competing, Regulated
System for Providing Filing Services

Under the structure suggested above, t he members of the association will
compete by offering combinations of low filing fees and different qualities and
availability of service . They may have different motives: they may wish to make
money; their members may have other reasons for providing good service to the
public in general ; and they may be put out of business by competition from new
members.

The association would administer the filing system and then would be held
responsible for it by the users (lenders, agents and chambers authorize d to file) .
Users can control the price and quality of service in two ways. First, customers will
not patronize sellers who do not offer an accep table combination of price and
quality. Second, where organizations are members of the association, such as the
Nigerian Bar Association , their members will hold their directors responsible for
ensuring quality because it is in the members interesttodos o.

Political interests do not directly affect the model because the authority to
make decisions over the daily operation of the filing system lies in the association,
rather than the government.
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Using competition to regulate the filing archive considerably simplifies the
supervision task of the government. With competitive supply, the government
focuses on the creation of a market structure. After creating that market, the
government need only ensure that competition continues in the public interest.
With a private monopoly licensed by the state, however, the government would have
to undertake the more complex and detailed tasks of monopoly regulation

6. Costs and Pricing in Integrated Systems

An integrated computerized system reduces filing system operation ¢  0sts
dramatically because it eliminates three processes: document acceptance, document
revision, and data entry by employees. In addition, this system requires less storage
space than the preceding system options, and searches are faster, easier, and
cheaper.

The operator can construct an integrated system from commercially available
packages (open architecture) or have it custom -programmed (proprietary package).
The Association must consider these options before investing in a computer system
because all computer systems involve some proprietary systems, even where they
are open. For example, Windows is a proprietary system, as are database packages.
The operator must consider the extent of the proprietary assembly he desires. The
following table sets out a few considerations:

Proprietary Open
Design Supplied by the company Must be done by imouse data
delivering integrated package in| processing personnel or
consultation with the client. contracted out to computer
suppliers who assemble system|
Maintenance Typically supplied by proprietary In house, or contracted out.

company or local service backe
up by proprietary company.

Assembly of components Responsibility of proprietary Responsibility of iRhouse
company. operator or contractor.

Upgradng Responsibility of proprietary Parts of system can be upgrade|
company. independently. Operator or

contractor must take
responsibility for integration

design.

Quality Strength: overall integration; Strength: can combine
Weakness: proprietary subcomponents with maximum
subcomponents may be worse ( flexibility in quality and cost;
less coseffective than sub Weakness: lesser guarantee of
components available in the opg overall integration.
market.

Cost Typically higher. Previously Typically lower: can mix
owned software (ahpossibly qualities of hardware and
hardware) are useless. Propriety software and shop for lowest
designers usually will not prices. Possible use of preusly

outsource to cheaper suppliers, | owned hardware and software.
types of computers, or software
packages.
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Whether proprietary or open, a centralized system must have the following

elements:

1 Given the relatively low number of processes under this system, an SQL
server operating on Windows NT is sufficient if it permits: (a) automatic
replication between the Master Database Server (MDS) and the Internet
Database Server (IDS), (b) encrypted passwords for MDS database users
using the NT users database, and (c) easy integration of the SQL Server
and the Microsoft Internet Informa  tion (IIS) Server package in the IDS.

1 Operators can copy the MDS to their own servers through a Frame Relay
connection; they can do this every night or continuously. Multiple copies of
the Master Database Server provide an important assurance against
tampering and destruction.

The owners of the MDS should use a RAID hard disk system, which uses
multiple hard disks as the logical unit in supporting defects. The owners must
also have a tape system that permits replicating the database, a copying system,
and copy storage in another building to assure that the database will be reset if
the server fails. Further, they must make sure that the IDS is identical to the
MDS, thereby allowing substitution to counteract any defects. If they do this,
they will have to fo rbid public access to the registry during repair.
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IV.  The Filing Archive and M onitoring and evaluation Indicators

This reform aims at introducing an economically effective legal regime for
taking security interests against movable property 0 including, among o ther
instruments, loans and leases. The success of a reform of the law of secured
transaction is greater the larger the increase in the volume of secured lending and
the larger the decline in interest rates on secured loans compared to unsecured
loans. Therefore, the indicators of the output of the reform rest on the amount of
secured lending and the drop in secured lending rates.

A reform of the legal framework for secured lending can have no ultima te
impact unless it increases the volume of secured lending and the rates of interest on
such loans.

To follow the volume of secured I ending,
monitoring and evaluation effort will be a tabulation of the existing secured loans in
Nigeria. It will get this information by working with the company registry, the
motor vehicle registries, the banking association, the leasing association, and the
central bank. Where possible, these indicators will be collected on a regional basis.

The post-reform progress will be measured directly off of the filing archive
software on the website. The filing archive will post the ongoing total of
outstanding security interests, cancellations, and modifications as part of its
monitoring function. This info rmation will be available publicly from the website
and will be updated daily. Together with the data collected separately on interest
rates (these will not be collected by the filing archive), updated measures of
performance can be constructed on a conti nuing basis (Figure 6) .
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Figure 6. Design of baseline survey i volume of secured lending

Baseline Post-reform Change
Number of Estimated value | Number | Estimated
loans of loans | value

Security Interests

filed in:

Automobile registry N/A?

Company registry N/A?

Estimated number N/A?

of leases

Estimated number N/A?

of hire/purchase

Secured lending

reported to CBN

Security Interests N/A N/A

filed in new

secured

transactions filing
archive
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V. Roadmap for Establishing a New Filing Archive

The roadmap for establishing the new filing system of security interests
includes the following steps:

C 1) Prepare draft law that includes the registry 's main features (details
should be set out in the regulations)

1 Lenders' general liability and authorization to file.

Government 's limited liability , supervision , operation emergency
powers.

1 Lender's agents, chambers and other f iling s e r v ilinciteds 6
liability and competition requirements .

1 Public's right to full and free access over the Internet .

Budget allocation to the government's supervisory agency (1
employee full time; Internet connection, computer /s).

91 Allow for the administration of the archive's database by a non-
profit association of the lenders, agents and interested chambers
authorized to file in the archive

C 2) Prepare core filing system for trial

C 3) Prepare registry regulations , which further regulate key features above
and add technology requirements ; gather comments . Prepare also the article s of
association and have their initial members trained and ready to begin
administration of the Internet -based filing system.

C 4) Sanction the law on security interest in movable property

C 5) Sanction registry regulations

)

6 ) Set up final filing system on the Internet .

C 7) Receive final commentaries from prospective users regarding system

C 8) Issue login user names and passwords to interested lenders , agents and
chambers.

C 9) Begin operation of transition perio d and begin full operation .

C 10) Close operation of transition period and continue full operation
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VI. Linking the Security Interest Filing System with Other Systems in
the Country

A. Interface with Other Systems

It may be desirable to allow certain groups of people (or the public at -large) to
download the entire archive dataset. Groups could then use the data as a basis for
data-mining operations or link the data to records in their own database for
additional ana lysis. For instance, car dealers may want to link their security
interests with borrower data and be able to transfer that information to a
prospective refinancing institution, such as a bank. There are several different
options for allowing interface with  the archive database:

1 For a small number of trusted groups, it would be possible to enable them
to link directly to the archive database by assigning them a read -only
login on the SQL server.

1 Alternately, for a small number of groups, it would be fairly easy to write
custom export routines to allow them to export data files when logged in
using the Internet interface. Each group would get a custom export,
already formatted for use with their own in  -house database. This would,
of course, require a great deal of coordination with each group to agree
upon the desired export format.

9 For larger groups, or the public at large, a standard export format could
be created, along with a data dictionary. The data dictionary would show
how to use the format and outli ne where to locate the desired data. Each
group of users could then develop their own data transformations to allow
the export to interface with their in  -house database.

It may also be desirable to give certain groups the ability to enter information
into the system through some sort of direct link or batch upload. For example,
suppose that a Nigerian automobile importer brought in 1000 automobiles financed
by a European bank to the point of entry into Nigeria. Suppose further that the
Nigerian automo bile dealer has arrangements with a Nigerian bank to finance his
local inventory of such automobiles. In each case, the security for this loan are the
automobiles themselves. Then the Nigerian bank would pay off the importer's loan
to the foreign bank and take as collateral for its own loan the same stock of cars.

In such a circumstance, the transaction requires re  -filing the security interest
against the cars in favor of the Nigerian bank. Rather than directly enter the
necessary information for 1000 cars, a laborious process, an international
agreement on the format of such security agreements would permit the Nigerian
archive to take as input into its filing system the data that the foreign financing
bank had entered to file a notice of its financing of t he car shipment. Such an
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internationally agreed -upon format exists in the form of EDI X12 transactions set
#154 (see additional information on this standard in the sections below). The
archive can be set up to permit input and output in that fashion. Other
international formats are under discussion and as they are agreed upon, they can be
added to the input and output of the filing archive.

B. Internet Access versus Other Options for Public Access to the Filing
System

The Law on Security Interests in Movable Property put forward for
consideration by the government supports the use of an Internet  -based filing system
for secured transactions. The previous chapter discussed the technical aspects of
how information would be entered in the filing system. An earlier chapter
considered the institutional arrangements for extraction of information from the
system. This chapter considers technical options for the provision of public access.

1. Problems in Current Means of Access

Improving the framework for secured lending  requires registries that can be
searched quickly, inexpensively, and with little risk of error. Several features of
access, therefore, are very undesirable. For example, it should not be necessary for
the searcher to appear in person. At present in Nigeria , searchers have access to
registries to search records only if they appear in person at the filing or registry
office. They cannot inquire by mail, fax, telephone, or Internet. Forcing personal
appearance increases search costs and restricts public access .

2. Dialup Communications In Nigeria

Nigeria is in a relatively strong position to use nationwide dial -up
communication connections to the filing system through the Internet. However, the
rural areas have fewer phones and may be connected to the cities via s atellite using
data compression. This makes it difficult to sustain connections at higher bit rates.
Cellular base stations are often used in rural areas and are subject to similar
limitations. However, even a slow connection permits filing of security int erests and
search of existing security interests.

Nonetheless, any filing system that requires modem accessibility from
anywhere in Nigeria will have to take into account that communication from the
interior areas will be at reduced speeds. Thus, database packages will need to be
designed consistently with these low connection speeds and be capable of operating
over very low bandwidths.

3. Remote Data Entry and Retrieval

Permitting remote data entry and retrieval eliminates the requirement that
an operator be physically close to the computer containing the database

Two options were considered : a LAN or WAN system , and a Internet -based
system. This report recommends the second. We discuss these in turn.
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Remote entry could expand a stand -alone computer system to include other
computers through networking (LAN) , using the hardware and software shown
below. The linked computers need not be located in the same place. Operators can
use the same communications technology and build a wide area network (WAN),
which link s computers and software located in different places.

Alternatively, remote entry can use a Internet -based system. An Internet -
based filing has the advantage of allowing a wider distribution of access points as
well as very rapid filing and information sea rch. For example, in British Columbia,
Canada, remote filing of security interests was set up through a  dial-up online
connection in 1970, when 41 employees were working at the Security Interests in
Movable Property Office. By 1997, 92% of all new entries, 80% of secured
transactionsd s, andi98% o searcheswerd lotermats-based; and the
office, because of the reduction in task volume, now consisted of only 10 employees,
even though the annual number of new entri es had increased to nearly 380,000 and
searches, to 750,000.

4. Link between Different Computer Systems

Technical options for the registry can go beyond those described above.
Operators may decide to link together different computers from different locations.
These computer systems may differ in their hardware and software.

a) Linking Different Personal Computer (PC)-Based Systems

For example, in a filing system where association members, including
lenders, their agents or interested chambers would be authorized to file, the y might
already have computer systems and software systems of their own. These hardware
and software packages might differ considerably. On the hardware side, different
users will probably have different types of computers . Some might have olde r PCs
with limited random access memory (RAM) and operating with slow process or
speeds Others might have more modern PCs, with more RAM  with process ors
operating at higher speeds.

At the same time, those different association members might have different
software packages on those computers. First, they might have different Windows
operating systems such as Windows XP, Vista, or Windows 7, to name three still
supported by Microsoft.

They might have more than one computer in a network of different operating
systems linked together with different software and hardware systems.

In addition to these differences in  networking operating systems, association
members might currently use different database software packages to organize
their internal infor mation : they might use FoxPro, others might use Access, Oracle,
or SQL.
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b) Different Non-PC-Based Systems

Even this range of possibilities is extremely limited. Other users might have
computer systems that are not based on a PC. They might operate their inter nal
systems with Apple, mid-size Sun, IBM, Digital, or Unisys computers. These
computers will often have non -Windows operating systems such as Linux, Unix, or
Apple's OS X or Snow Leopard. These computers might have independently
programmed databases and d ata processing systems. The latter might have been
designed by the companies who provided the computers, by in -house programmers,
or independent consultants. Those database programs and processing systems
could, in turn, be written in a variety of programm  ing languages, each one quite
different from the other.

5. Internet -based Data Interchange Among PCs

In the face of multiple possibilities in hardware and software architecture,
how will users exchange data among themselves and with the filing system ?

a) Parallel Systems

One option is having parallel systems: a dedicated integrated system for
security interests in movable property that can operate side by side with the
existing computer system of user s.

For some users, such a solution will be fine. For exa mple, an attorney filing
only a few security interests each week might prefer to simply access the filing
system's Internet site and copy and paste the information from the security
agreement into the filing system's entry screens

For other users, this so lution might present problems. A cooperative of
agricultural producers, for example, filing hundreds of security interests against
future crops, may wish to maintain parallel information in its own database. It may
wish to use that data for other purposes concerning transactions with or among
their members.

Similarly, car dealers may want to link their security interests with borrower
data and be able to transfer that information to a prospective refinancing
institution, such as a bank. Finally, banks and finance companies may wish to
maintain security interests directly in their own databases for purposes of
supervision and regulation, auditing, and portfolio management. These represent
only a few examples out of a n abundance of possibilities .

For such users, parallel systems will present problems. How will data be
passed back and forth between their own computer systems and that of the filing
system?

b) Bilateral Internet-based Data Interchange

The solution to this problem lies in linking the two computer sys tems so that
they can communicate directly with each other. The users who want to interchange

32|Page



information between two different systems can write a program that permits the
systems to do this. For example, if A and B both need to exchange information about
filing, and one uses Database X , and the other Database Y, they could agree to
interchange in a language that both databases could read. Possibly, Database Y
reads the output of Database X , or vice versa. Or perhaps each program can save to
a third forma t, such as text or ASCII file. The two operators would then agree to
interchange information in ASCII files. To do so, they would also have to agree
about what information would appear in what place on the ASCII file. Otherwise,
they would not know what th e ASCII file had on it. Unlike their database programs,
which produce formatted output, the ASCII file would have to identify each entry of
data.

This is a time consuming, but not impossible, task. If users need to
communicate between computers using diffe rent operating systems and software,
the problems are larger, though they are still manageable.

The problem grows as the number of trading partners grows. In the
application above, suppose 12 users must be able to communicate with each other.
Even assuming that each pair of users would require one instead of two programs to
communicate, full communication among the 12 users would require 66 different
programming operations. 6

C. Standardizing Multiple Database Interchange

So much programming to permit communication among the usersii and
between users and the filing system fi is expensive, time consuming, and highly
subject to breakdown. Small revisions in each user's individual system can also lead
to discrepancies in data interchange. Only another round of coordination can resolve
it.

One solution to this problem is to agree on a centralized system that permits
each user to write a program that interchanges data only with the centralized filing
system. This reduces the amount of program ming from 66 programming efforts to
12 programming operations, a major simplification.

Several physical forms are possible for that centralized system. One is a
single computer. Another is a wide area network wherein all users agree to
download and upload data in a single agreed format.

D. Standardizing Internet -based Data Interchange

No matter what method for Internet -based data interchange is ultimately
chosen, some agreement on the interchange standard must be reached in order to
ensure that all parties can produce and read the necessary data files.

However, While users of the Nigeria filing system could devise the standard
necessary to permit electronic data interchange ( EDI) between them, they have

® The number of combinations of bilateral exchanges among 12 participatior®)i(12-2)!2!)
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another option as well . They could adopt a pre -existing st andard for interchange of
information on secured transactions. Adopting an existing standard has two broad
advantages. First, it saves the time of making up a standard. Second, it ensures
that the standard the Nigeria n users adopt permits Internet -based interchange
with systems in other countries.

a) Internet-based Data Interchange with International Standards
There are two international rules of standards for Internet -based
interchange.
(1) EDIFACT

The first one is EDIFACT international standard rule, set by the United
Nations. EDIFACT does not include a standard for security interests.

(2) ANSI

The other is the North American -standard rule issued by the American
National Standard Institute (ANSI). ANSI sets hundreds of standards applicable to
a wide range of financial, industrial, and business transactions made throughout
the US. ANSI standards are very important for US traders since the technical
conditions of contracts, government purchases, and gover nment regulations are
often based on them.

One of the hundreds of ANSI standards is the X12 standard  we mentioned
earlier in this paper , which includes approximately two hundred standard rules or
"transactions" for different Internet -based business operations. The rules of this
standard were developed under the supervision of the Data Interchange Standard
Committee (DISC), a non -profit association engaged in setting up standards for
EDI.

The ANSI X12 Committee develops Internet -based business standards for
use mainly in the US; however, many X12 standards are used all over the world,
particularly where no other standard is available. X12 is widely used for a number
of reasons:

1 First, standard development has a high cost and , unless opposing public
policy interests prevail, the cost of a developed standard is low.  For this
reason, for example, most countries use length measures expressed as
meters or feet, and do not develop their own units of length.

1 Second, due to the important position of t he US in international business,
countries importing from or exporting to the US also use this standard.

1 Finally, because purchasers of the most comprehensive computer
packages follow these standards, many auxiliary services , such as
programs or tools for computer repair , operate under the same standards.

The ANSI X12 Committee and EDIFACT are coordinated as well. X12
standards could be mapped to EDIFACT equivalents under ordinary proceedings.
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(3) ANSI TS154 is the only System Available for Security
Interests

At present, only one standard exists for security interests filings: the ANSI
X12 standard Transaction Set 154. Several US states currently use this standard,
and many others are developing security interests filing archive systems consistent
with TS 154.

There has been some discussion about the submission of TS 154 to the
EDIFACT conversion process, but no action has been taken because no sponsor has
offered the necessary funds. If a sponsor does come forward, development of a TS
154 counterpart on EDIFACT and submission of the process standard for EDIFACT
approval would take at least one year.

b) ANSI TS 154 System Advantages

TS 154 qualifies as the best standard for use in a filing archive in Nigeria for
many reasons:
1 The X12 TS 154 Standard exists while no e quivalent EDIFACT standard
for security interests has been developed soon.

1 ANSI has a policy of agreement with EDIFACT, so any ANSI standard
may be mapped to any new EDIFACT standard.

TS 154 is a developed standard that has been tested.
Data translation so ftware to TS 154 is available for purchase.

Association members may wish to use other X12 transaction sets in
conjunction with TS 154 for other purposes. For example, a bank might
authorize a transfer together with a security interest filing transfer (to

pay filing fees), or someone might gather information from an X12 -
compatible database to fill out a n Internet -based security interest entry .

1 For Internet -based business transactions, Nigerian business partners in
the US already use the X12 standards. These include a wide variety of
shipping, invoicing , and warehousing conventions. The list in the
Appendix illustrates the rang e of transactions. Association members may
wish to offer their members broader Internet -based data interchange
facilities.

1 For trade with Eastern Europe, Russia, and the FSU, all the X12
standards include Central European language letters as well as accent s
and inflection symbols.

1 When the X12 TS 154 standard counterpart on EDIFACT is developed,
such counterpart will be TS 154 - based, and the cost of adding it as a
second standard would be very low.

1 Finally, it is consistent with hardware that supports most operating
systems (Windows and UNIX).
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2. Implementing a Standard for Internet -based Data Interchange

If Nigeria agrees to adopt the TS 154 international standard for security
interests, then the following things must occur:

1. Translation of the standard i nto Nigerian languages featured in the
Internet system.

- The translation of the standard into Nigerian is a simple task.

2. The writing of programs to bridge the diverse programs presently in use in
Nigeria and the text files of the format specific to the  transactions set.

For Nigerian business using standard off -the-shelf software packages, most
translation software has been written. However, for businesses and associations
with proprietary systems, programming will be necessary to permit the preparation
of the standard input to the EDI format.  The writing of programs to bridge diverse
programs in use in Nigeria presents both challenges and opportunities that are
beyond the specific issue of the filing system for security interests in movable

property.

The X12 system addresses the ways hundreds of billions of dollars in
commercial transactions occur annually. These transactions take place under more
than two hundred different transaction sets. Only one of them is TS 154 for secured
lending. Not surprisingl y, many software companies have developed packages that
"translate” input material into the format of the specific transaction, adding the
standard code so that it can be transmitted to another computer and read back in
the same format in which it was sent . Most of these packages cover the whole X12
standard , as they support TS 154 and many of the other X12 transaction sets.

The following table sets out the stages of a fully computerized EDI
transaction:

Step | Description of Step Comment

Step 1| Transaction entered in the internal Permits a variety of
computer system of Trading Partner 1 | proprietary and non
proprietaryhardware and
software systems

Step 2| Mapping program of Trading Partner | Mapping programs will
converts the output @ahe program(s) tha accept data output as
determine their internal data system int{ standard input

a flat file conforming to the TS 154 and
readable by the translation software

Step 3| Translation softwaref Trading Partner 1]
converts the flat file into amternet

based transmittable document
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Step 4| Communication with Trading Partner 2| Translation software and
modem, T1, Internet, telephone, satellii mapping programs can wo
cable, radio signal with any commonly used
system for transmitting dats

Step 5| Translation software of Trading Partne
converts thénternetbased transmitted
document into a TS154 complidtdt

file

Step 6| Mapping program of trading partner 2
converts the TS 154 flat fil@ato a
document that can be read by the inter
computer system of Trading Partner 2.

Adopting an EDI system that conforms to international standards, therefore,
requires two software packages not required by non -standardized EDI systems.
Mapping progr ams and translation software are supplied by numerous competing
suppliers .

These packages cost between $2,000 to $8,000. In judging this cost, it should
be noted that the packages enable the entire X12 collection of Internet -based
commerce transactions. Some of these transactions are of great potential
importance to association members and to other parties as well.

3. Potential Problems and Solutions concerning ANSI TS 154
Universal Standard

Some specific issues need consideration with respect to TS 154 use in
Nigeria .: These will be discussed in turn.

a) English Language

The first issue is whether a standard developed in an English language
country can be easily adapted to Nigerian language tran sactions. First, all X12
standards include Nigerian characters as well as accent and inflection symbols. One
simply has to select the Nigerian character set for the filing program -

Second, TS 154 includes very few codified values defined in English. Those
that are in English can easily be changed and defined in Nigerian. This task
involves only a line -by-line customization of the implementation guide developed for
US territories.

The cost of translating any software and hardware manuals has to be added
to the costs of the filing system set up program. Otherwise, competition among
Nigeria suppliers would be restricted only to those who can read English.

Finally, the descriptive parts of TS 154 documents, the US implementation
guide, and, perhaps, some pieces of the general part concerning X12 standard use
will have to be translated and distributed to sales representatives and users of the
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filing system throughout Nigeria. It is desirable to promote the fullest participation
by and competition among potential do mestic suppliers.

b) Last Names

Compound last names can be easily arranged by TS 154, even where the
main last name field (in the loop) accepts only 35 characters (meaning many
compound last names probably could not be handled). However, TS 154 includes a
field for a supplementary name composed of two elements of 35 characters, which
can be used for this purpose. TS 154 can also be adjusted to handle a larger number
of elements if necessary.

Similarly, the practice of placing the family name before the given n ame, as
followed by some Nigerians, can easily be accommodated in the TS154 system.

C) Description of Collateral

TS 154's capacity to arrange property series numbers into a search field is
another issue where automobiles are involved. Again, TS 154 includes a 30-
character field for these numbers, which can be repeated as necessary using the
appropriate qualifying codes .

d) Modifications to TS 154 Standard

If Nigerian law were to require an information element that cannot be
included under the existing TS 154, modification of the standard would be possible.
The X12 Committee routinely makes minor amendments to the X12 standards and
generally takes less than a year to approve them. The X12 Committee meets three
times a year. The Committee reviews possible modific ations at one meeting,
discusses and reviews them at a second meeting, and approves them at a third.
Thus, unless some unforeseen controversy arises, the entire process takes between
eight months and one year. However, TS 154 is such a flexible standard th at it is
easily adaptable to any element required.

e) Commercial Software in Nigerian for Filing of Secured
Lending Transactions under the ANSI X12 TS 154 Standard

A preliminary search of translation software and mapping program suppliers
showed that these pa ckages, or user manuals, are not available in Nigerian
languages other than in English . As discussed earlier, it would be desirable if the
project provided such translations.
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E. Other issues

1. Read and Copy-Only Access to the Database by the Other
Suppliers

As explained earlier , public access to filing system data will mean that
private sector suppliers can repackage these data and resell them to the private
sector, as clients find most useful. Many businesses exist in North America and
Europe that resell these data in more convenient presentations, linked to other data
that may be useful for certain business, or tied to other services they may supply.
The government's role is to ensure that the precondition for this enterprise is met:
access to the database.

2. Availability of the Database for Making Entries

The database may not be available for entries 24 hours per day or 7 days per
week. For example, the administrator of the archive  might need to limit the hours of
operation to permit daily backups and copies.

However, the trial system is designed to operate 24/7 and can do so on rented
servers. Backup takes place while the system is operating. If local  servers cannot
match this performance, then Nigerians may wish to give serious consideration to
leasing these services from companies that can do so . The trial system described
earlier is mounted on a rented Internet server

3. Operational environment

Operation of modern Internet -based data bases requires electrical backup,
backup generators, backup of the data them selves, protection from hackers,
malware, and viruses. These issues are amply explored elsewhere. If they present
a problem with locally based systems, then the government may wish to explore
alternative suppliers who can manage these issues at a moderate charge. Then
again, Nigerians may wish to give serious consideration to leasing ) Internet
servers.
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VIl. Local Interviews, Commentaries Received on the Use of Paper and
the Identification of Individuals in the Registry

A best practice filing system for security interests, as discussed above, would
store notices of security interests electronically at in Internet -based server data
base, and provide full publicity and access to these notices on the Internet. Such a
system, however, would still permit lenders and borrowers to use paper for their
agreements, and permit sending papers to an agent authorized to file
electronically;, but it would not permit the filing archive to store paper filings. Some
comments received in the drafting sessions of the draft law, however, have
requested that the filing system also use paper.

Additionally, concerns of the Project Management Unit for this Project asked
how the archive would function when, in Nigeria, there is no reliable national
identification -document system for individuals.

We discuss these two issues in turn.

A. Paper Filing

For thousands of years, well into the twentieth century, paper represented
the only means of storing information. During that time, many laws and
institutions  developed, including registries, that implicitly assume that paper is the
means of storing data. Paper systems, however, have many disadvantages f
disadvantages that can be overcome with other systems that have been developed in
the past twenty years. Thes e disadvantages include:

1 Paper files (books and folders) are vulnerable to destruction, for example,
by fire, water, mold, and handling.

Indexes must be created manually and are subject to error.

1 Indexes are typically narrow, encompassing only a few field s in the filing
statement.

1 The time required to search makes the labor cost of search very expensive,
even when access to those records has no charge

1 Copying information requires manually removing the paper record and
copying it on a copy machine or scanne r, endangering the original record
and introducing new possibilities for error and fraud.

Storage requires large space.

1 Paper systems restrict public access because they can offer access only
where the paper file is located and must take precautions to pre vent the
public from damaging or altering the unique paper record.

Therefore, to meet the needs of those lenders without access to the Internet,
the proposed law allows these lenders to send security interests by  paper mail or fax
to those filing services that do have Internet access to the archive. = The suggested
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electronic system does not prevent lenders from bringing the paper security
agreements to an authorized agent, such as a lawyer, to file for them. Those agents
may accept filings in any form they choose. Suppose, as an example, that a blind or
illiterate secured lender wished to dictate a filing. Competing private providers that

have sought to become authorized agents in the system, such as lawyers, will
accommodate to the demands of the market. The lawyer -providers of filing services,
however, must make an Internet -based filing and the filing itself will date from the
time of entry in the Internet -based archive, not from the time of delivery in a non -
Internet -based form to the authorized agent provider.

This is an example of how the approach set out in the law proposed to the
Government of Nigeria integrates both market and technical innovation to permit
simultaneous, rapid advances among the most technically soph isticated users in
Nigeria, while at the same time easily accommodating other users with a wide
range of technologies, needs, and capacities to use the new system. No one in
Nigeria need buy a computer to use this system. But those who choose to do so can
construct a system as advanced and sophisticated as any in the world.

B. File Only by Fax

Fax technology can be applied to the transmission and storing of notices in a
Internet -based archive. While this type of file is better than a paper archive, it
retains many of paperds negative characteristics

a) Index Problems

A fax storage system requires that individuals enter data for indexing each
fax. Under a Internet -based fax system, the system operator must retain the
document to turn the fax image into a digital image in the computer system. Fax
images also require indexing.

b) Storage Problems

Even where system operators can only retain documents by turning fax
images into digital images, storage of these images is much less efficient than data
storage and t ake longer to transmit. An important problem is that the standard for
legibility is subjective, while the fields in the data base can either be read or they
cannot.

C) Search problems

Faxes cannot be searched and must be indexed like any paper document.
While faxes could be made readable by optical character recognition programs,
someone would have to take responsibility for the accuracy of the OCR which means
either the filer or the archive must take responsibility for that. All of this adds
complexity comp ared to an Internet based data base with no obvious social gain.
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d) Mixed File System: Paper and Internetbased

Another option is a combination of Internet -based file and one or both of the
storage systems (paper and fax) previously mentioned. There are many
opportunities to use computers in the process of filing.

For example, a system operator using a paper filing system can put the index
to those files on a computer. Such an index is useful because the operator can
quickly find an entry in any field on the i  ndex. Most simply, a paper -based index
might have the last names of the debtor in alphabetical order. The same index on a
computer could search for the first and last name, shortening the search time
enormously and making it possible to search remotely.

Of course, the most useful index would include all the data in all the fields of
the filing statement 3 of which there are less than twenty. (However, once the index
is complete, the entire filing statement is on the computer. What, then, is the need
to keep the paper statement?)

Because the filing system operator must enter the data, this system retains a
high chance of simple clerical error upon entry. For example, typists typing at 65
words per minute at 99% accuracy rate are considered exceptionally good. However,
99% accuracy means that they make a mistake in every hundred words. In a
500,000-form record -- a typical US secured transactions registry system  -- that
means 5,000 records will contain errors. When the number of people involved in
data entry fr om the source to the database are taken into account, one finds that
the real accuracy rate is much lower. For example, suppose the creditor fills out the
paper forms with 99% accuracy, then the clerk files the document with 99%
accuracy and the indexer en ters the record in the index with 99% accuracy. Then
the chance that a form is correctly filled out, indexed, and filed is not 99% but
rather only 97%.

Indeed, as a general rule, the chance of mistakes for the entire process is
approximately equal to the ¢ hance of a mistake at any stage, times the number of
stages. A mixed manual -computerized filing process that has 99% accuracy at each
stage but has 10 stages produces an overall error rate of about 10%. Departure from
the accuracy level of 99% per stage ha s substantial impact on the overall accuracy
of the filing system. A four -stage filing process, where each stage of filing is 95%
accurate, produces a 20% overall error rate in filings.

So, while some users might find such a mixed option attractive, it has a high
cost of filing errors. Offering one or both options leads to indirect costs. The issue is,
then, whether costs exceed benefits. Obviously, if restriction to Internet  -based filing
means that some potential users are cut out of the system, offeringt he other option
is worth the cost. But this is not the case. Even under a wholly Internet -based filing
system, remote public entry points can provide access to small users who do not
have their own access to Internet -based business technology and who may u se the
system only once. Internet Agent service providers would supply these remote entry
points and offer to enter paper files brought by users into Internet  -based files.
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C. Identification of borrowers

Historically, in Nigeria, identification mainly relied o n comprised passports
i ssued by the Nigerian | mmigration Service a
Federal Road Safety Commission. These identifications are susceptible to
duplication and forgery. These problems moti:

the now failed National Identification Card Scheme.

The absence of a credible identification system impedes expansion of credit in
Nigeria in so far as lenders may be limited in clearly identifying the borrowers in
their loan agreements. However, the lack of identification cards or documents is not
independently a problem for the filing system of security interests. If the lender can
acceptably identify the borrower for the lender's own purposes, that information can
be entered in the filing archive.

Indeed, practice differs on using such national ID numbers even when they
exist. In the United States of America where social security numbers serve as
identifying numbers for many purposes, they are not used for filing security
interests. Possessing someone's social security number can facilitate identity theft.
However, in other countries, such as Peru, by contrast, the national identification
(cedula) issued by the civil registry is said to be effectively public information.
Respondents there say that knowing the ID number cannot facilitate identify theft.

The system for filing security interests is notice filing. This means the
standard for the notice requires that it include only minimal information; the notice
does not require complete information of the pa rties or the transaction. A standard
of minimal information is easily met with the name, address and collateral
description.

When in Nigeria several names and addresses may be the same for different
people, the filing system is open to the option of adding more fields of identification.
Nigerians could choose to add a parent's name to differentiate among common
names. In complet ing this option, Nigerians should keep in mind that the filing
system of the new law will be completely public and searchable over the Internet
and that each new piece of information required in the filing will be a further
incursion into the privacy of th e individual; so the approach to add more fields of
identification must be careful weighted against the rights to privacy.

The core filing system for trial in Nigeria sets out a possible id field. If chosen
to use this id field, it is recommended ~oT 7O USE A NATIONAL ID CARD OF passport or
drivers license number .Instead, with less risk of identity theft, it could employ an id
that is less common, such as the id membership number with a cooperative, bar
association, club, or other less -known and seldom -used identification.

This advice notwithstanding refers only to the filing system , lenders will be
as free as they are now to require any form of identification of individuals in their
loan security agreements.
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VIIl. Technical Annex: The Model Core Filing Syst em, its Internet -based
Filing Architecture, Means of Entering Filings and Computer Operation

There are several technical options for the operation of a filing system. The
most simple and effective one is to permit online filing in a Internet  -based archive.
Entering this archive can be controlled with a system of passwords familiar to
anyone using online banking or online shopping.

Authorized lenders, agents, chambers or other providers could, in turn,
authorize level 2 users under their supervision.

We discuss below the proposed Internet -based filing archive system (that has
been made available to the government) and technical fields for entry of filings.

A. Application Language

The archive is currently written in the Active Server Pages (ASP) framework,
using VBScript as its primary language. The use of standard ASP allows the
archive code to be modified quickly and easily to add additional features or meet the
requirements of special situations. A widely utilized (and Microsoft standard)
language like ASP al | ows t he archiveds governing a L
programmers in their home country, or anywhere in the world, to make
modifications to the display and functionality of the archive. Additionally, ASP is
supported by a wide variety of third -party hosting companies, allowing the archive
code to be ported from one server to another without much difficulty There are no
custom requirements for the ASP hosting environment, such as third  -party objects,
etc. Any Microsoft Internet Information Services (I 1S)-based server capable of
running ASP will run all of the archive code.

B. Application Translation

The archive code is simple in design, so that, if desired, it could be easily
translated into another programming language or framework. For instance, a PHP
programmer familiar with ASP could convert the codebase to a Linux  -based PHP
system with minimal effort.

C. Database

Currently, the database component of the archive is designed to be
compatible with any version of Microsoft SQL Server. It has been run on ver  sions of
MS SQL Server ranging from 6.5 to 2005. The data components of the archive are
simple, requiring only a small set of tables. No stored procedures or advanced
programmable logic is included in the database design, ensuring that the database
schema can be ported to the widest possible variety of database hosts.

D. Localization

The data input, storage, and display systems of the archive are fully
compatible with Unicode (UTF -8) encoded data. This means that the archive is
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compatible with a wide range o f national languages and characters. All of the
prompts and display text (as opposed to the user -entered data) in the archive are
imported from a separate, consolidated file, rather than being scattered across all of
the different ASP files. This allows th e operators of the archive to export a single
language file for rapid translation into a new language. Creating a new language
option in the archive is as simple as modifying a line or two of code to handle the
new language selection, and then inserting th e newly include file.

E. Server Hardware / Software Requirements

The archive and its expected workload impose no special requirements on the
|l nternet server chosen for t he a r-lochtedy e 06 s o]
virtualized, or even shared hosting environ ment should be able to provide the
archive with a suitable home. Even a desktop computer can run the archive
software during development and testing. No custom -built or specialized computer
systems are needed or even desi ifalsystemis$ or t he
capable of serving ASP pages in IIS, it can be considered as a candidate for hosting
the archive. Ideally, the database server and Internet server would reside on
separate machines, both for reasons of security, and division of workload. Eve n this
is not technically a requirement, however, as a machine capable of running both MS
SQL Server and IIS could operate the archive.

The following software versions are recommended for archive operation:
Microsoft SQL Server 2005, Internet Information S  ervices 6.0 or greater, running
on Windows Server 2003 or greater. At a minimum, we would recommend a server
with 11IS 5.0 and MS SQL 6.5, running on Windows 2000 or greater.

The speed and type of Internet connection required for the archive server will
be highly dependent on the expected system load. In general, some sort of
dedicated, high -speed Internet connection will be necessary. It is recommended
that the archive be connected using a commercial -grade technology such as T3/E3 or
greater. At very low traffic volumes, some lower level of business -class broadband
connection may be sufficient, but will adversely impact archive performance at peak
usage.

F. Advantages of Third -Party Hosting

While it is possible to host the archive on in  -house servers, many a dvantages
come from using third -party hosting elsewhere. If the archive is hosted in  -house, a
number of data center requirements must be considered, such as machine
maintenance, software patching, regular data backup, power source backup, and
Internet conn ection speed. Some thought must also be given to how to protect the
integrity of the archive during natural disasters and other possible disturbances.
Protecting against all of these risks can quickly become very expensive. An
alternative is to make use o f commercially available Internet application hosting
packages. All of the considerations above are then handled by the hosting provider,
and are part of a package rental for a small monthly or annual fee. It is even
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possible to guard against local or regi onal disasters or interruption in services by
renting several redundant hosts in different parts of the world. For instance, three
redundant servers could be used: one in North America, one in Europe, and one
located in Nigeria.

G. Client Hardware / Software Requirements

The archive has a very simple user interface based on hypertext mark  -up
language(HTML) and cascading style sheets (CSS). It uses few images for
maximum speed. Any user equipped with a computer and Internet connection
adequate for Internet bro wsing would be able to use the archive Internet site. In
general, for best performance, the minimum recommended client setup would
include the following: a dial -up Internet connection of 56 kbps or equivalent, a
modern Internet browser (Internet Explorer 6 .0+, Firefox 2.0+, Google Chrome,
recent versions of Opera, Safari, etc.), and a computer capable of running the chosen
browser. The low -bandwidth design of the archive interface also allows for access
through many Internet -enabled mobile devices.

H. Security Model of the Internet -Based Archive System

1. Application -level Security

If a user only wishes to search in the archive, no user login credentials are
necessary. However, if a user wishes to create or modify a filing, that user must
login with an id and pass word assigned by the archive operators or the association
that administers the archive . User id and password are checked against the
database in a standard application -level security setup. The application code is
protected against SQL injection -style attacks and aggressively filters user input for
SQL reserved words and characters. Several different user levels are also provided,
so that the archive operators may designate other high -level users who have
authority to create low -level users and assign p asswords.

2. Other Precautions

To prevent interception of user login credentials and to discourage various
types of attacks, all Internet communications with the archive can easily be
encrypted using an SSL certificate. A dedicated certificate could be used;  or with a
commercial hosting package, it is possible to make use of low -cost, shared
certificates.

The archive is also able to display a disclaimer or warning to users
concerning the legal effect of a filing. Such a disclaimer would greatly reduce the
potential for the fraudulent use of the publicly viewable pages of the archive. For
instance, a scammer might include a link to a filing in the archive in a fraudulent
email, claiming that the archive filing proves that he has a certain security interest.
Upon following the link, the potential target of the scam would see a disclaimer
noting that the existence of the filing does not create a legal right, and that anyone
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viewing the filing should undertake additional verification of the claim represented
by the filing.

l. Additional Advantages of an Electronic, Internet -Based System

1. Options for Image Storage

Though the archive is designed to store filings in text -only format for quick
storage, retrieval, and searching, it could be modified to store an image file of the
paper documents associated with a filing as well. This would, of course, require
extra storage space on the server. Whereas each text -only filing might take up only
one or two kilobytes of storage, each image attachment might need a megabyte or
more of space. In such a system, the user creating a filing would upload the image
file(s) during the filing creation process. The image would then be stored alongside
the text information in the filing. Other users would search and find the filing based
on the text information, and they would then have the option of downloading the
image attachments.

Figure 7.  General creditor information

NIGERIA Click Here to Return 1o the Home Page
MODEL ELECTRONIC

Click Here Lo Logout
FILING ARCHIVE

Designation of this Filing (choose one)

@ Creditor/Debtor

= Consignee/Consignor

) Seller/Buyer

* Agricultural Lien

) Other Nonsecurity Interest Filing

_ Filed in Connection with a Public Finance Transaction

Intention to File Only (choose one)
@ Yes

2 No

Date/Time of Filing made prior to operation of
electronic archive (if any):

Enter Revised General Filing Information
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Figure 8.

Add creditor page

NIGERIA

MODEL ELECTRONIC
FILING ARCHIVE

Click Here Lo Return to the Home Page

Cliek Here Lo Logoul

You are logeed in as User heywood
Your user level is Level [MASTER]

Add Creditor:

Select Creditor Type:

| CrefiorisLegalEnity || Creditoris Idisidual

Cancel "Add Creditor”
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Figure 9.

Creditor information when creditor is a legal entity, examples of
possible fields

N I G E R I A— Click Here to Return to the Home Page

MODEL ELECTRONIC
FILING ARCHIVE

Vou ars logged in as User heywood
Tour user level is Level [MASTER]

Add Creditor:

Click Here Lo Logout

Select Creditor Type:

| CrefitorisLegalEntity || Creditor is Indisidual

Creditor - Legal Entity

Legal Entity's Name:

Type of Legal Entity:

Place of Incorporation of Legal Entity:
Legal Entity's ID Number (if any):
Legal Entity's Fiscal Code:

| AddThisLegalEntity Creditor |

[ Cancel "Add Creditor”
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Figure 10. Creditor information 1 legal entity

N I G E R I A l Click Here 1o Return to the Home Page

MODEL ELECTRONIC
FILING ARCHIVE

Tou arz logged in as User heywood
Tour user level is Level [MASTER]

Add Creditor:

Select Creditor Type:

| CrelitorisLegalEntity || Creditor is Individual

Click Here 1o Logout

Creditor - Legal Entity

Legal Entity's Name:

Tvpe of Legal Enity:

Place of Incorporation of Legal Entity:
Legal Entity's [D Number (if any):
Legal Entity's Fiscal Code:

| AddThisLegalEntity Creditr |

Cancel "Add Creditor”
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Figure 11.

Creditor Information -- Individual, examples of identification fields

NIGERTA Click Here ta Retarn to the Home Page
MODEL ELECTRONIC
FILING ARCHIVE

You are loggad in as User hevwood
Your user level is Level [MASTER]

Add Creditor:

Click Here 1o Logout

Select Creditor Type:

[ Creditoris LegalEnrity || Creditoris

Creditor - Individual

Individual's Family Name as Shown on Legal Documents:
Individual's First Name:

Individual's Father's First Name:

Individual's Mother's First Name:

Individual's Street Address:

Locality:

County/Sector:

Postal Code:

Country:

Individual's Personal Code:

| Add This Indivi Creditor |

[ Cancel "Add Creditor” |
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Figure 12.  Collateral description i motor vehicle
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