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Abstract

Article 416 of The Civil Code establishes a new rule on purchase money security interest (“PMSI"),
the first legislative provision on acquisition financing transactions in Mainland China. It provides
additional financing options for ordinary and medium-sized enterprises and removes obstacles to
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refinancing through acquisition financing transactions for mortgagors in floating mortgages. How-
ever, under the complex acquisition financing transactions involving multiple parties, there are
still two major shortcomings in China’s legislative model: firstly, it is unable for the laws to pro-
vide creditors in serial lending with more efficient means of publicity; secondly, because of the
inability to search for publicity, the floating mortgagee may face an unfavorable situation in which
the mortgagee’s subordination is inevitably inferior. In this regard, the author believes that, com-
bined with relevant extraterritorial legislative practices, the serial lending creditor of the acquisi-
tion of the mortgage “subrogation” rules could be stipulated in China’s legislation or judicial in-
terpretation, in order to avoid cumbersome duplication of the registration process; and for dif-
ferent types of collateral, the notification obligation could be imposed on acquisition mortgagees
to balance the floating charge holder’s vested interest in the collateral.
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B, AR (RIEH) 55 414, 415 XM RAHBITE IR A B RLTE . 58 414 SRR 1 AE 2 AR
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vices)” o 53 E R AL MRAN R AE BB AN F ()52, DCFR TE5E X 25K BB 1 %) B Rl 5t T B
AR, RN B R GO A R T . XA S A T RIS B 4h T I B R R (1) 2 Ak
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i

%, DHATWHCONE CHIGRGE(E, WATS B TSR A, 2495 B LU B HER D ARATX
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