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TA K I N G  S E C U R I T Y  I N  
N E PA L  

W H A T  T Y P E S  O F  S E C U R I T Y  
I N T E R E S T S  C A N  B E  T A K E N  I N  
N E P A L ?  

The security interest most commonly seen on 
lending transactions are: 

• Mortgage: Mortgage is common method used 
for creating security interest over immovable 
property which includes land and buildings. 
The most common form of mortgage is a non-
possessory mortgage where the mortgaged 
property remains to be used by the security 
grantor. The beneficiary of the mortgage is 
entitled to take possession of and sell the 
mortgaged assets in the event of default. 

• Hypothecation: Hypothecation is a common 
form of security where the security grantor 
creates a security interest over moveable 
assets. 

• Pledge: The pledge is a common form of 
security to cover assets such as share 
certificates. Pledges require the beneficiary 
of the security to take possession of the 
pledge assets (usually before a loan is 
advanced). 

• Assignment of right: Nepalese Law also 
permits assigning any or all rights in 
receivables, contracts (leasehold rights) and 
instruments (share certificate, negotiable 
instruments and so on).
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A R E  T H E R E  A N Y  A S S E T S  T H A T  
C A N N O T  B E  S E C U R E D ?  

Security cannot be created over future 
immovable assets. All other assets can be 
secured. 

D O  S E C U R I T Y  I N T E R E S T S  N E E D  
T O  B E  R E G I S T E R E D ?  

Yes, security interests need to be registered. 
Security interests over immovable property must 
be registered in the competent land revenue 
office. Security interests over movable property 
and contractual rights must be registered with 
the Secured Transaction Registry Office. 

D O  S E C U R I T Y  D O C U M E N T S  N E E D  
T O  B E  N O T A R I S E D ?  

No. 

Note that entities incorporated outside of Nepal 
may still need to have security documents 
notarised if required by the law of their place of 
their incorporation. 

D O E S  I T  T A K E  L O N G  T O  
R E G I S T E R  O R  P E R F E C T  
S E C U R I T Y ?  

Security interest over immovable property can be 
registered within one business day. In relation to 
movable property, the registration is online and 
quasi-immediate. Note the timeline for perfection 
of security interests requiring transfer of 
possession will depend on the parties’ agreement 
as to the timing of such transfer. 

I S  S T A M P  D U T Y  P A Y A B L E ?  

No. However, the registration fees applicable to 
security interests on immovable property for 
foreign lenders can be quite high (1% of the loan 
amount). The amount is lower for domestic banks 
or financial institutions. 

A R E  “ P A R A L L E L  D E B T ”  
P R O V I S I O N S  R E Q U I R E D  I N  
S Y N D I C A T E D  F I N A N C I N G S ?  

No. There is no requirement for creation of 
separate debt between Syndicate lenders and 
borrower. The security interest will be 
contractually created in favour of the security 
agent/trustee and will be defined for the benefit 
of secured creditors. This arrangement has been 
consistently applied and is a tested structure in 
Nepal. 

C A N  A  F O R E I G N  L E N D E R  T A K E  
A N D  E N F O R C E  S E C U R I T Y  I N  
N E P A L ?  

The creation of a security interest in favour of a 
foreign lender is subject to the approval of the 
bank of Nepal, Nepal Rastra Bank (NRB). If 
security is created on immovable property, the 
approval of the Government of Nepal will be 
required – it may however be possible to proceed 
without this approval if a Nepalese bank acts as 
the security agent. 

Note that the payment of interest, principal and 
fees by Nepalese borrowers to foreign lenders is 
subject to the approval of the NRB. The relevant 
legislation does not provide for exceptions for 
multilateral development banks or other 
development finance institutions. 

C A N  A  F O R E I G N  S E C U R I T Y  
G R A N T O R  W A I V E  I T S  
S O V E R E I G N  I M M U N I T Y ?  

Yes. 
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A full-service law firm, Pioneer Law is recognized as a leading commercial law firm in Nepal. The firm’s 
project finance team works with local and foreign financiers, investment funds, sponsors, to the 
government agencies and concessionaires across a variety sectors, ranging from hydropower to hospitality, 
and infrastructure to industrial project. 

This publication has been prepared with the assistance of Pioneer Law (local counsel in Nepal), and 
Gallien Lefevre, Senior Associate (Hong Kong). It is prepared for information only and does not 
constitute legal advice. 

This publication supports our International CloudOffices (ICO) initiative, which further support our 
clients’ global objectives in jurisdictions where we do not have a physical office. The KWM ICOs give us 
flexibility to bring multinational and multidisciplinary teams together, and to scale up or down our 
services in response to client demands, as and when required. 
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