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INTRODUCTION 

The usual explanation of why security is taken by a creditor is that it provides the creditor with an alternative source or recoupment if the debtor either cannot or will not pay voluntary

We submit that the above postulation is a concise, irrefutable reason behind secured creditor transaction globally.

Pledge of chattels as security may be taken by creditors to secure or guarantee repayment of credit facilities granted to borrowers in the ordinary course of business. In the context of pledge of chattels, such creditors are referred to as Pawnbrokers. In practice, a Pawnbroker considers the value of any chattel that is offered as a pledge for the loan. The amount of the loan is usually a percentage of the chattels value and the pledge is kept by the Pawnbroker for the agreed period of the loan. If the loan is repaid during the agreed period along with the fee or commission, the customer receives the pawned item. If the time elapses without repayment, the Pawnbroker is allowed to sell the pledged chattel to recoup the amount of his loan
.

Security makes a lender feel safe or comfortable in lending. It relates to the obligation to pay money, usually either to repay a loan or to pay a sum under a contract, such as the price of goods supplied on short-term credit
.
Pledge of chattels can be classified as real security, which is the transfer of the proprietary interest in a property or possession to a creditor as security for a loan. Real security affords the creditor certain rights over property, which has been appropriated to meet the debt or other obligation of the debtor. Real security involves holding interest in some tangible property (such as land, goods or chattels of different kinds) or in intangible property (such as choses in action) as security for credit
. 
Pledge of chattels is a form of real security by which the creditor does not obtain proprietary or ownership right over the property but the right of possession.

The existence of this form of security is predicated on the creditor having possession, actual or constructive, of the chattels pledged as security to meet the debt
.

It is important at this stage to define the salient terms and concepts in the topic under consideration.
This presentation is a veritable attempt to explain pledge of chattel and is divided into three parts namely.

Parts 1, which boarders on definition of relevant terms and concepts and nature of pledge. Part 2 Deals on classification of pledge and Part 3 centers on conclusion and recommendation.

PART 1

SECURITY:

An examination of the concepts and methodology of security should begin with an enquiry of what is expected of security, what is its purpose and function
.      

Security is anything that makes money more assured in its payment or more readily recoverable
. But as a more general concept, security is a transaction whereby a person to whom an obligation is owed by another person called the debtor is afforded, in addition to the personal promise of the debtor to discharge the obligation, rights exercisable against some property of the debtor in order to discharge the obligation
.

SECURITY INTEREST

A security interest is defined as a right to one party in the asset of another party to secure payment or performance of an obligation by that other party or by a Third Party, consequently a security interest arises from a transaction intended as security
.
It is also important to state at this point that security may be real or personal, it is real, when it is created over tangible or intangible property and it is personal, when it is created by personal assurance in the form of guarantee or indemnity
.
PLEDGE 

Pledge is a form of consensual security
.

The fact that pledge is a form of security was reinstated by Cohen J.  in Askrigg pty. Ltd.  V. Student Guild of the Curtin University of Tech
, wherein pledge was defined inter alia as a contract which result in the bailment of the matter to the creditor which he is entitled to retain until the debt is paid.
A pledge does not connote a transfer of title, but merely gives the creditor a right to possession of the security. This concept involves two elements first the actual or constructive delivery of the subject of the pledge to the creditor.

And secondly, it is also tenable that the creditor must have the right to sell the security given upon the default of the borrower
.

It is an unassailable fact, that the concept of pledge is associated with possessory right in the subject matter of security either on land or chattels, but the position at common law is that chattels and not land may be pledged
. 
But under customary law, a pledge of land is permissible, under customary law, a pledge of land is an arrangement, whereby the owner- occupier of land known as the pledgor, in order to secure an advance of money or money’s worth, gives possession and the use of the land to the creditor known as the pledgee until the debt is fully discharge
. From this illustration of customary pledge of land the following features are evident;.

a. The pledge provides the pledgee-creditor with security for the performance of the pledgor’s obligation of repaying the loan and 

b. The security takes the form of giving the pledgee possession of the pledgor’s property.

In summary pledge connotes;

a. A bailment of goods by a debtor to his creditor, to be kept till the debt is discharged.

b. A contract by which a debtor gives to his creditor a thing to detain as security for his debt.

Conclusive pledge is ordinarily confined to personal property (goods and chattels). But money, negotiable instruments, chooses in action and indeed any other valuable thing of a personal nature such as patent- rights and manuscripts, may by common law, be delivered in pledge
.
CHATTELS:  In Afribank (Nig) Plc V A. I. Investment Ltd
 the  Appeal court defined chattel as follows:
“Chattel means a moving or transferable property; especially
personal property and chattel are either personal or real. Personal chattels may be so called because they belong to the person of a man or for that which is being injuriously withheld from a person and forwhich he has no means of recovery except through personal action. Chattel real on the other hand are such as either appertain not immediately to the person but to some other things by way of dependency or such as issuing out of some immovable thing to a person, for instance, a lease or rent far a term of years.”

Furthermore, the Osborn's Concise Law Dictionary
, states that
“Any property, other than freehold land, leasehold and other interest  in land less  than freehold are termed chattels real, as they savour of the reality. Chattels personal are movable, tangible articles of property”.


Chattels is a term describing all property of whatever kind, excluding  freehold land and anything permanently affixed to freehold land, interest in land (for example lease holds) are chattels real. Chattels personal are all movable and tangible articles of property.

Chattels include timber growing on land (whether freehold or leasehold) and articles of personal use
.  

The word chattel is originally the same word with cattle, formed the late Latin capital, meaning heads of cattle, from the Latin caput head.

Furthermore, a chattel is also the legal and popular denomination for personal property as distinguished from thing real, or land, tenements or hereditaments.

Chattel, is a movable or transferable property, it also connote personal property, especially physical object, capable of manual delivery and not the subject matter of real property, chattel also include a tangible good or an intangible right, such as a patent (either chattel personal) and equally connotes a real property interest  that is less than a freehold or fee, such as a leasehold estate (either chattel real, the most important chattel real, is an estate for years in land, which is considered a chattel because it lacks the indefiniteness of time essential to real property
.

It is important to note that pledge of chattels is generally understood as relating to personal property
. 
Pledge of Chattels: This can be described as the transfer of possession (but not ownership) of chattels as security for the payment of a debt or performance of an obligation on default being made, the chattels may be sold
.

Pledge of a chattel is also referred to as pawn. To pledge a chattel as security for debt is to part with possession or to pawn it. A special property is conferred on the pledgee or pawnee (creditor) who has the power of sale on default of redemption. The surplus after satisfying the debt belongs to the pawner (pledger). Chitty on Contracts
 defined pledge of chattels as follows:

“A pledge or Pawn is a bailment of goods by a debtor to creditor to be kept by him till the debt be discharged”

Pawnbroker: A Pawnbroker is a person who offers loans or credit facilities to individuals who use their personal property as collateral. These items are called pledges or pawns. The word pawn is derived from the Latin word, Patinum, meaning cloth or clothing. Typically in the past, most people's primary assets were their clothing. The place of business of a pawnbroker is called a pawnshop
.

NATURE OF PLEDGE 

Distinction between Pledge of Chattels and other Related Security Interests.
It is apt to distinguish between pledge of chattels and the underlisted security interest as this would ensure a better understanding of this topic. 

Distinction between Pledge and Personal Security Interest: The major distinction between a pledge of personal chattels and personal security is that the former gives the creditor certain rights (rights in rem) over specific property, which has been appropriated to meet the debt. On the other hand, personal security gives the creditor a contractual action enforceable in the law court against the debtor or a third party known as surety. It cannot afford the creditor a primary proprietary right
. .
In reality the distinction between pledge of chattels and personal security is not sacrosanct as personal security may materialize into real or proprietary security by judgment and eventual writ of attachment
.
Distinction between Pledge of Chattels and Lien over Chattels.  Lien creates a right over the property of another person (the owner) as security for any claim arising from the unfulfilled obligations of the obligor owner. "When applied to creditor debtor relationship a lien enables the creditor to exercise a right of retention over chattels in order to make the other party discharge certain obligations owed him.
The main distinction between a pledge and a lien is that sale upon default in payment is an incident of pledge whereas a lien gives merely a right to detain the goods until the debt is paid
.
Furthermore, a pledge as distinct from a lien can be assigned. The pledgee may assign or sub-pledge to a third party his special property or interest in the thing pledged, however the holder of a lien is ordinarily not entitled to assign or create a further lien
.
Be that as it may the distinction between pledge and lien seems to be blurred from the functional perspective having regard to the fact that the holder of a lien may in special circumstances be able to exercise the power of sale. Thus where a factor has a lien over goods bought for his principal, he cannot enforce the lien by sale as against his principal. However, if the sale is effected in the ordinary course of business, a valid title will be transferred to the purchaser under the Factors Act, 1889
. 
Distinction between Pledge and Mortgage of Chattels.
Mortgage of chattels is alternatively known as bill of sale. It defers from a pledge in the following respects.

A mortgage of chattel transfers the proprietary interest (ownership) in the property by assignment, subject to a right of redemption
. In a pledge, no property right is transferred to the pledgee. The pledgee only acquires a special right, which can enable him sell the property in the event of default by the pledgor.
Furthermore, delivery either actual or constructive of the articles pledged in consideration of advance is required for a pledge. In a mortgage delivery of the chattels is not essential. The security of a mortgagee, is the ownership of the subject matter of the mortgage while the security of the pledge is its possession
.
Finally a pledge is distinguishable from a mortgage based on the fact that the pledgee does not have the right of foreclosure, since he has only a special property in the chattel
.
The distinction between a pledge and mortgage of chattels is not absolute as the mortgagee may take possession of the chattels to enforce or protect his security. The classification of a mortgage as non possessory real security seems illusory as it is possible to create a mortgage whilst the mortgagee retains possession of the mortgage. Lord Macnaghtan, in Samuel V. Jerah,
 alluded to the misconception surrounding mortgage by stating that no one ever under stood its nature. 
In summary, Pledge creates an alternative way of creating security on personal chattels. It affords the creditor dominion over these chattels by the exercise of the right to possession and invariably diminishes debtor’s fraud on the creditor, thus prevents the debtor from removing the chattels, in the event of his inability to pay his debt, which was secured by the pledge of his chattels
.    
PART 2

CLASSIFICATION OF PLEDGE

It is probable indeed that the conception of a right of pledge as an independent real right originated in the law of chattels and was only later transferred to the law of Land. The two institutes continued to be dominated by the same fundamental ideas and consequently the same technical expressions are used in reference to both

Pledge of chattels is governed by the Common Law
, Equity, Nigerian constitution
, local statutes
, and judicial precedents
.  
Classification of Pledge.

A Pledge may be classified into:
(1)  Possessory pledge by which possession of the subject matter of the pledge is actually given by the pledgor to the pledgee as security for repayment of debt. Thus the essence of a pledge is the transfer of possession to the pledgee
.

However, the pledgee may have constructive possession in certain circumstances some of which are mentioned below:
(i) It is possible to have a non-possessory pledge, which arises when the pledgee allows the pledgor to retain possession of chattels pledged for a special purpose
.

(ii)
 By virtue of Section 3 of the Factors Act 1889 the delivery to the creditors of documents to the goods is deemed to be a pledge of the goods. Thus when goods are under the operation of a bill of lading, delivery for the purpose of pledging the goods may be effected by indorsement or transfer of the bill of lading
.
(iii) The debtor's delivery to the creditor of the keys to the warehouse where the chattels are kept or instructing the warehouse men to allow the creditor into the warehouse to remove the goods. In practice, a tripartite Warehouse Agreement may be executed by the pledgor, pledgee and the owner of the warehouse where the chattels are kept creating a pledge in favour of the creditor.
(2)   Another classification of a pledge is statutory pledge and those outside the statute governed by common law

(i)   Statutory Pledge: The Modern Pawnbroker Law in Nigeria is traced to the Pawnbrokers Act of 1917
 . The Act has been adopted by the various states in Nigeria. This seminar will be based on the Pawnbrokers law of Lagos State
. The relevant provisions of the said law are stated hereunder.
A Pawnbroker is defined as including every person who carries on the business of taking goods in pawn
.
The Pawnbrokers Law is only applicable to every loan by a pawnbroker of any sum of money not exceeding forty naira
. The pawnbroker's law is inapplicable to a loan in excess of forty naira or to a pledge on which the loan is made
. The general obligations of the pawnbrokers to keep books and documents used in the business, as well as names over doors and table of rates are contained in Sections 8 and 9 of the Pawnbroker's Law. The law also makes provisions for Pawning, Redemption and Sale of chattels. A pawnbroker shall, on taking a pledge in pawn, gives to the pawner a pawn- ticket
.
Every pledge shall be redeemable within twelve months from the day of pawning, exclusive of that day, and there shall be added to that year of redemption seven days of grace, within which every pledge if not redeemed within the year of redemption shall continue to be redeemable
. By virtue of Section 13, pledges for one naira or under not redeemed within the year of redemption and days of grace are forfeited and become the pawnbrokers absolute property. However, pledges above one naira are redeemable until sale
 The holder for the time being of the pawn ticket is the person entitled to redeem the pledge upon payment of the loan. It is him that the pawnbroker delivers the pledge upon producing and delivery of the pawn ticket to the pawn broker
. Where such pawn ticket is lost, destroyed or stolen the person entitled to redeem may apply to the pawnbroker for a printed form of declaration
.

Where redemption is rendered impossible as a result of destruction or damage by or in consequence of fire, the pawnbrokers shall be liable on application within the redemption period to pay the value of the pledge after deducting the amount of the loan and profit and twenty five percent of the amount of the loan
. A pawnbroker shall be entitled to insure to the extent of the value so estimated
 Section 23 makes provision for compensation for depreciation of pledge. Thus where the pledge depreciates in value through the neglect or willful default of the pawnbroker, the person entitled and offering to redeem the pledge may be compensated upon satisfactory proof before a magistrate that the pledge has become or has been rendered of less value than it was at the time of pawning.
Furthermore, the sum awarded as compensation by the magistrate shall be deducted from the amount payable to the pawnbroker or paid by the pawnbroker in such manner as the magistrate may direct
.
In Mexico, the creditor may petition the court to authorize the sale of the pledged collateral upon maturity of the principal obligation if the value of the collateral given in pledge drops below an amount that is not sufficient to cover the original obligation plus 20% and if the debtor does not provide sufficient funds to amortize the debt represented by the loan.

Finally with respect to the sale of pledged property pawned the following salient provisions should be noted. A sale by the pawnbroker of a pledge pawned for a sum above one naira is required by law to be effected at a public auction and not otherwise,

By virtue of Section 18(1) the pawnbroker is required to account for any surplus within three years of sale subject to set-off.

(ii) The Common Law Pledge: A pledge at Common Law is a form of possessing security. It arises where possession to chattels or a right to it is given by the pledgor owner to the creditor or pledged as security for a loan or other obligations. The essence of a pledge is the delivery of possession of the chattels to the pledgee which must be actual or constructive

In pledge, it is not necessary that disbursement of the credit and the delivery should be contemporaneous. What is required is that possession should be delivered within a reasonable time of the advance in pursuance of the contract to pledge
.
Redelivery of the chattels to the pledgor for a limited purpose and on the understanding that the pledge will be unaffected, does not destroy the pledge
.

Rights and Obligations of Pledgor and Pledgee
(A)     Pledgor's Rights. The pledgor has the following rights:
i. 
The pledgor has legal title in the subject matter of the pledge, which can only be extinguished by a proper sale of the chattel by the pledgee on default by the pledgor
.
ii. 
The pledgor may sell the chattels to a third party and pass the legal right to redeem to him whilst the pledge subsists and before realizations of the security by the pledgee
.
iii. 
The pledgor is entitled to redeem on the agreed date or within a reasonable time if no date is specified in the pledge agreement. Upon repayment, the contract of pledge is extinguished and the pledgee is divested of his personal right in the chattel
.

(B)
Pledgor's obligations:The pledgor is obliged to discharge his indebtedness under the pledge agreement within the agreed period failing which his interest in the chattel may be extinguished by the pledgor exercising his power of sale.

Furthermore, by the pledge the pledgor impliedly warrants that he has a title to the thing pledged. He is thus liable in damages to the pledgee for any breach of such a warranty
.

(C)
Pledgee's Rights. The pledgee possesses the following rights:
i. 
The pledgee is legally entitled to safeguard his possessory rights and may institute legal proceedings against a third party to recover possession of the chattels pledged without joining the pledgor as a party
.
ii. 
The pledgee may assign, or sub-pledge to a third party his special property or interest in the subject matter of the pledge. However, such a transfer is only valid if it purports to transfer no more than the pledgee's interest in the chattel and the pledgee continues to be liable for reasonable care being taken for its safe custody
.
iii. 
The pledgee is entitled to use the thing pledged, provided the article will not be depreciated. However, if the article will depreciate in value or worse for such use such as clothes the pledgee may not use it
.

iv. 
If the keeping of the subject matter of the pledge causes the pledgee to incur some costs, the pledgee is entitled to claim the amount of such expenses upon redemption or enforcement of the security. In the case of livestock such as cow he may milk the cow in recompense for the keeping
.

v. 
If there is an increase in the value of the thing pledged, the pledgee is entitled to reap the benefit of the increase as part of his security.

Finally a pledgee of chattels has a right to sell the chattels in the event of pledger's default to repay the loan. The pledgee is entitled to exercise an implied power of sale where the pledgor fails to pay on the agreed date or upon a reasonable notice of the pledgee's intention to sell being given to the pledgor
  If the pledgee gives no notice or gives inadequate notice to the pledgor before selling the Chattels, the sale is void and he is liable in conversion. In Ahmed El-Hag VG.K.J.Amachree, (Supra), the defendant pledgee sold horses pledged to him without giving any notice to the plaintiff (pledgor). The court set aside the sale and held the defendant liable in conversion.
The pledgee is obliged to sell in good faith and must avoid conflict of interest.
 He must take reasonable care to sell at the best price obtainable in the market. However, he is not expected to sell more than is reasonably sufficient to payoff the debt since possession is held only for the purpose of securing the loan

Finally the pledgee in the exercise of his power of sale must appropriate the proceed of sale to the payment of the pledgor's debt and in paying off incidental expenses. Any surplus is required to be paid over to the pledgor.
(D) Pledgee's Obligations
i.  By virtue of having possession of the thing pledged, the pledgee is liable for failure to take reasonable care of it.  He is obliged to protect and preserve the security from any form of loss or damage
. However, if the chattel pledged is stolen from the pledgee he will be discharged from liability if he can show that he took ordinary care of it. Also the pledgee is excused where the chattel was perishable and did in fact perish.

ii. In the case of livestock, the pledgee is required to maintain and feed them since that is necessary to keep them alive.

iii. The pledgee cannot validly transfer title in the chattels neither can he consume them otherwise his interest in the security is extinguished and he becomes liable in the tort of conversion for dealing in the chattels in a manner incompatible with the right of the owner
.
Merits and Demerits of Pledge of Chattels.
(a) The following merits are inherent in the use of pledge as security for advances.
i 
A pledge is a form of real security, which affords a creditor additional rights over chattels pledged. As earlier pointed out, the pledgee is entitled to sell the subject matter of the pledge in the event of default by the pledgor.
ii A pledge of chattel does not require any special documentation. Thus the main advantage lies in its simplicity. It is easy to perfect without carrying out any investigation of the title nor is registration necessary If the pledge is constituted in a document, perfection is effected by stampings at the stamp duties office as an ordinary agreement which does not attract ad valorem rate
. Pledge can therefore be created at reasonably low cost.
(b)     Demerits of Pledge of Chattels
i.
A pledge may give constructive possession to the pledgee. The demerit lies in the fact that the pledgor may be able to deal with the chattel in a manner inconsistent with the right of the pledgee. Also a pledgee in possession of chattel or the documents to the chattels can validly pass title to an innocent purchaser for value without notice of the interest of the pledgor (owner). This is an exception to the basic rule of nemo dat quod non habet, which implies that a person who buys goods from someone who is not the owner or authorized by the owner will not obtain a good title.

ii. 
A pledge of chattel is not a registrable instrument. Consequently it is impossible to put other potential creditors on notice. This seems to make the security created rather illusory particularly with respect to situations where the pledgee has constructive possession.

iii. 
The law does not require the documentation of a pledge transaction. The demerit lies in interpreting such transactions as the intention of the parties cannot be easily ascertained.

iv. 
The nature of the interest transferred by a pledgee in a valid sale to a third party looks somewhat confusing. This is predicated on the fact that a pledge is mainly a possessory security.

The proprietary or ownership interest or title in the chattels is retained by the pledgor and not transferable to the pledgee. Perhaps a solution to this problem is to borrow a leaf from the principle laid down in Ahmed El-Hag V. G.K.J. Amachree
 to the effect that the pledgee sells by virtue and to the extent of the pledgor's ownership and not with a valid legal title of his own Thus the pledgee to all intents and purposes exercises the power of sale as agent of the pledgor. A denial of such a power will render the pledge instrument a completely useless security since the pledgee has no right of foreclosure, he has only a special property in the chattel.

v.
 As pointed out above the pledgee has no right of foreclosure, but can exercise the power of sale. The implication is that if there is no ready market for the pledged chattel, the security becomes unrealizable from the practical perspective. This renders the pledge investment rather ineffective.

vi. 
A pledge under the Pawnbrokers Act has no place in modern times where there has been significant increase in the volume of credit transactions. The Pawnbrokers Act has a limited scope and it is only applicable where a loan not exceeding forty naira is made by the pawnbroker.

This provision is certainly archaic and unrealistic in modern times where there has been massive devaluation in the value of the Nigerian currency It is unlikely that any credit transaction will fall within the ambit of the Pawnbrokers Act in present day Nigeria.

vii. 
Finally, some of the provisions regulating the sale of a pledged chattel under the Pawnbrokers Act and Laws look rather absurd and ridiculous. Thus a sale by the pawnbroker of a pledge pawned for a sum in excess of one naira is legally required to be made at public auction and not otherwise
.we submit that this provision is devoid of practical utility as the cost of conducting a public auction is far in excess of the One Naira limit stated therein.

RECOMMENDATION
It is obvious from the foregoing that pledge of chattels, as a form of security is fraught with a lot of problems. The problems besetting the security have made it imperative to make the following recommendations for a review of the applicable laws and statutes.

(a) The scope of the Pawnbrokers Act should be amended as it is only applicable where a loan not exceeding forty naira is granted by the pawnbroker. The forty naira stated therein is ridiculous and cannot be reconciled with the high volume of credit transactions and inflationary trends in modern times.   The amount should be increased to an appreciable level. In the United Kingdom, the Consumer Credit Act 1974 puts the limit for pawn transaction at 15,000 British pounds as from May 1985.
(b) The requirement in the Pawnbrokers Act that a disposition by the pawnbroker for a sum above one naira be made by public auction needs to be reviewed. It is suggested that the requirement of public auction should not be mandatory in view of the high cost of conducting a public auction sale.
Furthermore, a sale by a public auction does not necessarily guarantee a good price. In this regard we may borrow a leaf from the Consumer Credit Act 1974 of the U.K which replaced previous legislation on pawnbrokers by sections 114-122, under the heading of "pledge”. The 1974 Act does not require the sale of the pawn to take place by auction. We submit that the sale of Chattels under a pledge could be done by private treaty and not only by a public auction in line with the rules governing sale of mortgaged properties in Nigeria.

(c) 
Perhaps it will be desirable to create an exception to the rule that the pledgee is not entitled to a right of foreclosure
 It is submitted that fairness demands that the pledgee should be able to use the subject matter of the pledge to the exclusion of the pledgor if a buyer cannot be found after an appreciable period of time. This approach is beneficial to the pledgor as interest will continue to accrue as long as the pledge remains unredeemed. Equity also demands that if the value of the chattel is significantly in excess of the loan, the pledgee should be willing to pay some monetary compensation to the pledgor. Such compensation could be determined by an independent Arbitrator to be appointed by the pledgor and pledgee in line with the provisions of the Arbitration and conciliation Act (Laws of the Federation of Nigeria 2004).
Furthermore, the pledgee should be able to retain the collateral subject to the implied or expressed consent of the pledgor
.
d)
The main criticism of pledge of chattels is the fact that it is not a registrable instrument. This makes it impossible to put other potential creditors on notice. It is suggested that especially where the pledgee is only vested with constructive possession there should be avenues of notifying other potential creditors of the existence of the pledge. In this regard it is helpful to draw from the practice in the United States of America where security interests created over chattels are registrable. These security interests are covered Article 9 of the Uniform Commercial Code, which sets out comprehensive schemes for regulating security interest in personal property and fixtures. "Donnel, Barnes and Metzger" identified some of the methods of perfecting a security interest under the Code, such as by filing a public notice of the security interest or by the creditor taking possession of the collacteral
. According to the writers the most common way of perfecting a security interest is by filing a financing statement in the appropriate public office.
The Financing statements serves as constructive notice to the world that the creditor claims an interest in a collateral belonging to a certain named debtor. The financing statement usually consists of a multicopy form, that is available from the secretary of state's office. The security agreement may be filed as the financing statement if it contains the required information and has been signed by the debtor.
To be sufficient, the financing statement must:

(1)
Contain the names of the debtor and of the secured party (the creditor)
(2) Be signed by the debtor
(3) Give an address of the secured party from which additional information about the security interest can be obtained
(4) Give a mailing address for the debtor and
(5) Contain a statement of the types or a description of the collateral.
Each state in the U.S. A specifies by statute where the financing statement must be filed In all states, a financing statement that covers fixtures must be filed in the office where a mortgage on real estate would be filed. When the debt secured by the financing statement is completely satisfied, the debtor is entitled to a termination statement signed by the secured party. If the secured party does not furnish one on request, he is liable to a fine and any damages suffered by the debtor.
In Mexico,
 nearly every chattel may be given in pledge and must be evidenced in a written agreement and is perfected by actual or constructive delivery.  In the latter case, the pledge must be recorded in the Public Registry of Property.

As far as Nigeria is concerned, a section could be created in the High Court’s Registry for registration of a pledge. The registration particulars should disclose the addresses and occupation and signatures of the pledgor and pledgee. The value and particulars of the subject matter of the pledge should also be disclosed as well as the location.
One may also wish to borrow a leaf from some jurisdictions
 where Government Identity Card must be shown in order to pawn an item. In this regard, it has been noted that few stolen items end up in pawnshops especially in some countries where pledgors are required to show Government approved identification when taking a loan.
Finally, it is suggested that the documentation for a pledge transaction should be in writing as this would minimize the problems of ascertaining the intention of the parties if it were to be done without any form of written documentation.

!
In Conclusion
Pledge as a form of real security has many laudable features as well as shortcomings.
The potency of the security will be enhanced if the laws and statutes applicable thereto are reviewed in line with the foregoing suggestions. Credit law is supposed to be dynamic and responsive to modern commercial realities. In Nigeria, the legal framework for pledge of chattels is certainly ill equipped to cope with new trends. Consequently a review is urgently required. The use of pledge as a securtization device is a fact of life in many countries. Both in the past and present borrowers have been obtaining funds in this manner. 
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