
Replacing Bills of Sale legislation:

A new Goods Mortgages Act?

Seminar: Leeds University 

6 January 2017



What are the Bills of 

Sale Acts? 

• Two Victorian statutes: 1878 and 1882.

• Intended to control the way that individuals

borrow money on the security of their

existing goods.

• Use grew from 2,840 in 2001 to 52,580 in

2014, as logbook loans took off.



Lord Macnaghten (1888)

“[to say the meaning of the 1882 Act] is

reasonably clear, would be to affirm a

proposition to which I think few lawyers

would subscribe, and which seems to be

contradicted by the mass of litigation the Act

has produced and is producing every day”



Defining “bill of sale”

The expression “bill of sale” shall include bills of sale, assignments, transfers, 

declarations of trust without transfer, inventories of goods with receipt thereto 

attached, or receipts for purchase moneys of goods, and other assurances of 

personal chattels, and also powers of attorney, authorities, or licenses to take 

possession of personal chattels as security for any debt, and also any agreement, 

whether intended or not to be followed by the execution of any other instrument, by 

which a right in equity to any personal chattels, or to any charge or security thereon, 

shall be conferred, but shall not include the following documents; that is to say, 

assignments for the benefit of the creditors of the person making or giving the same, 

marriage settlements, transfers or assignments of any ship or vessel or any share 

thereof, transfers of goods in the ordinary course of business of any trade or calling, 

bills of sale of goods in foreign parts or at sea, bills of lading, India warrants, 

warehouse-keepers' certificates, warrants or orders for the delivery of goods, or any 

other documents used in the ordinary course of business as proof of the possession 

or control of goods, or authorising or purporting to authorise, either by indorsement 

or by delivery, the possessor of such document to transfer or receive goods thereby 

represented. [section 4, 1878 Act, 218 words].



5 key defects

• Unduly complex

• Highly technical documentation

• Registration regime needs 

modernisation

• Little protection to borrowers

• No protection to purchasers.



A new Act?

• A new Goods Mortgages Act to apply where an 

individual uses goods they already own to secure a loan, 

while able to retain possession of the goods

– Individual: consumers and unincorporated 

businesses but not companies;

– Goods: not land, shares, most ships or aircraft;

– Already owns: not hire purchase to acquire new 

goods;

– Security for a loan (or other monetary obligation);

– Able to retain possession: not pledges, liens or 

pawnbroking.  



One size fits all?

Two main distinctions:

• For registration: motor vehicles v other goods

• For consumer protection: protected 

agreements v other loans/obligations.

– Motor vehicles: registered with DVLA

– Protected agreements: all credit to individuals except

• Business loans > £25,000

• Loans to high net worth individuals). (net income ≥ 

£150,000 or net assets ≥ £500,000 - excl. main 

residence, pension plans and life policies



4 types of loan

Protected 

agreements

Non-protected 

agreements

Vehicle 

mortgages

1. Logbook loans

Asset finance register

Borrower protection

3. Logbook loans to 

businesses or hnwi

Asset finance register

No borrower protection

Mortgages

over other 

goods

2. Miscellaneous

High court registration

Borrower protection

4. Secured lending to 

businesses or hnwi

High court registration

No borrower protection



The mortgage document

• Bills of Sale Acts: very complex document

– 12 requirements, including amount of loan, repayment 

schedule etc

– If not there, loan is not repayable.

• Goods mortgage should still be a formal written 

document, signed by borrower in presence of witness 

but

– much simpler 

– If not complied with, only security affected, not loan 

itself

• Clarify that can have multiple mortgages on same goods. 



High Court registration

• Paper-based: details on spread-sheet, and originals filed 

by number. 

• Requires affidavit from witness

• Originals and copies must be posted (or taken in person)

• Costs around £50

• 7 day limit (or pay an additional £50 for late registration)

• Expires in 5 years.

• Can only be searched by name and postcode of debtor: 

searches cost £45. 



Registration under new Act

• Vehicle mortgages: High Court registration abolished. 

Instead, registered with private asset finance registers. 

– online, cheaper and can be searched by vehicle number. 

• Other goods mortgages? 

– At present only around 260 bills of sale on other goods and 68 

general assignments of book debts. 

– In short term: changes to simplify High Court register 

– In long term: regulation-making power for electronic register at 

Companies House to cover goods mortgages and general 

assignments. 



Simplifying the High Court 

register

• Email rather than post: 

– lenders should email documents and receive 

automatic reply

• No affidavit

• No time limit: 

– instead, goods mortgage effective from time 

of reply

• Registration lasts for 10 years



Repossessing Goods:

General 

• Lenders may repossess goods for

– Default on payment

– Failure to insure or maintain

– Offering goods for sale 

– Moving goods in breach of the agreement

– Bankruptcy of borrower.

• For non-protected agreements, lender can repossess 

without court order, unless provision in agreement. 



Protected agreements: 

proposals

• In “protected agreements”, 2 protections for 

borrowers:

– Voluntary termination: the CCTA code allows 

borrowers to return the vehicle and walk away from 

the loan. This will become a statutory right. 

– A borrower who has repaid more than a third can 

require lender to seek a court order.

• Courts an important protection, but only for 

borrowers who engage with it: otherwise risks 

being an expensive rubber stamp.



The opt-in procedure 

• 2 chances to opt-in: in default notice and in separate 

“opt-in” notice.

• Before repossessing without a court order, lender must 

prove that borrower received the notice (lender has 

discretion on how to prove receipt).

• Opt-in notice will give 3 options:

– Opt-in to court order

– Voluntary termination

– 28 day stay to seek debt advice (a strong nudge to seek advice).

• Lender cannot break into private property to repossess –

must have court order.



Protection for third party

buyers

• At present no protection for private purchaser who acts 

in good faith without knowledge of bill of sale. 

• Different for hire purchase – where special protection for 

private purchasers of vehicles.

• We recommend that a private purchaser should take free 

of goods mortgage – but a trade purchaser would be 

caught by it.

• Will clarify that a borrower who sells goods without 

disclosing the mortgage would be guilty of fraud. 



What next?

• Draft legislation

• Introduce into Parliament: 
– through special procedure for uncontroversial 

Law Commission bills?

• Bring into effect

• Review.



Thank you

Contact us on:

Bills_of_Sale@lawcommisson.gsi.gov.uk


