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Exercise and Limits of the Right of Retrieval in Retention of Title

Sales

ZHAO Yue
(Anhui Guoyun Law Firm, Hefei 230000, Anhui, China)

Abstract: Retention of title is a common security arrangement in instalment sales. The seller retains ownership to secure
payment, while the buyer possesses and uses the goods and acquires ownership upon full payment. On default, the seller may
retrieve the goods. This article argues that retention of title is functionally security and structurally a conditional transfer of
ownership. Recognizing its security function means that retrieval may not secure for the seller a benefit beyond the security
purpose, nor deprive the buyer of the interest already accumulated. Retrieval requires three elements: a valid retention clause, a
statutory or contractual default, and harm to the seller. All are necessary, and retrieval must be preceded by a demand giving the
buyer a reasonable opportunity to cure. Retrieval does not rescind the contract. After retrieval the sale subsists and the buyer
retains a right of redemption, exercisable within an agreed or designated period by curing the default. If the buyer does not
redeem, the seller may resell at a reasonable price. Proceeds must be accounted for against the unpaid price: any surplus is
returned to the buyer, any shortfall may be claimed, but double recovery is prohibited. Reform should improve registration of
retention clauses, clarify the interface between retrieval and enforcement of security interests, and unify the accounting rules on
resale.

Key words: retention of title; right of retrieval; right of redemption; resale; accounting of proceeds
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