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CHAPTER l9—S.F.N0. 97 
An act relating to frauds; fixing conditions for the legal determination of fraud in 

property transfers; enacting the uniform /raudulent transfer act: proposing coding for new law 
in Minnesota Statutes, chapter 513; repealing Minnesota Statutes 1986, sections 513.20; 
513.21; 513.22; 513.23,‘ 513.24; 513.25; 513.26; 513.27; 513.28; 513.29; 513.30; 513.31; and 
513.32. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
Section 1. [5l3.41] DEFINITIONS. 
As used in this act: 

Q) “Affiliate” means: 
Q)‘ g person who directly pr indirectly owns, control_s, g holds with powerQ 

vote, _2_Q percent 95 more o_f$e_ outstanding voting securities 9_f_' t_lye debtor, other 
than _a person who holds t_h_e securities, 

Q) Q g fiduciary Q agent without sole discretiongy power 19 vote th_e 
securities; 9; 

Q) solely t_o secure _a debt, i_t_‘_t11p person Qp pg; exercised flip power _tp vote; 
(_i_i_) 3 corporation _2_Q percent g more o_f whose outstanding voting securities 

ape directly _o_r i directly owned, controlled, 9; held with power t_o vote, py gig 
debtor 9; 2_1 person who directly Q indirectly owns, controls, g holds with power 
gg vote, Q percent g more _c_)_t_‘ _t_l_1_e outstanding voting securities o_fp1§ debtor, 
other than _a person who holds Elle securities, 

(A) pp p fiduciagy 9_1_' agent without gl_e power t_o vote E securities; 9_r_ 
Q1) soltiy t_o secure 3 debt, 

p‘ Q; person hpg pp; Q @ exercised gig power 
t_o vote‘, 

2_1 person whose business i_s_ operated py fie debtor under p lease g other 
agreement, g 2_1 person substantially ag _q_f whose assets pip controlled py th_e 
debtor,‘ g 

(iy) Q person who operates t_l;§ debtor’s business under p lease Q‘ other 
agreement g controls substantially all p_t_‘tl1_g debtor’s assets. 

(_2_),“Asset” means property o_f p debtor, _b_1p th_e term does n_ot include: 

Q) property Q E extent _i1 _i_§ encumbered py Q valid lien; 

(Q property t_o tl1_e extent Q i_s generally exempt under nonbankruptcy law; 
or 

_a_p interest _ip property held i_n tenancy l_)_y _t_l;§ entireties pp tpe extent i_t 
jg not subiect t_o process py _a creditor holding _a claim against only ppe tenant. 
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g_3_) “Claim” means a right :9 payment, whether 2: Lt “J Ligll i_s @0941 _L 
judgment, liquidated, unliauidated, fixed, contingent, matured, unmatured, g11_s- 
puted, undisputed, legal, equitable, secured, pr unsecured. 

L41) “Creditor” mm a may 111.9. has a% 
§_5_) 

“Debt” means liability Q Q claim. 
(Q) “Debtor” means Q person w_hp i_s liable gr Q claim. 

(1) “Insider” includes: 

Q) if1_h_§ _c1e_b_tpg _i_§ a_n individual, 

(5) Q relative o_i"tl1_e debtor _o_r 91‘ 9 general partner 9;‘ tlig d_el_>_t_o_r; 

Q) Q partnership i_n which _t_h_e debtor i_s Q general partner; 
(Q Q general partner Q Q partnership described pr clause Q1; pr; 
(2) Q corporation 9_f which pip; debtor i_s Q director, officer, g Q person 1;) 

control; 

(i_i) if _t_h§_ debtor i_s Q corporation; 

(A) Q director pf t_l1e_ debtor; 

(2) am £10.62 91" fi1_e 9992:; 

LC.) a newt; in same! 2_f. th_e mgr; 
(_l_)_) Q partnership i_n which tpg debtor i_s Q general partner; 

(E) Q general partner _ip Q pQrtnership described Q clause Q_)_); g_ 
(E) Q relative o_f Q general partner, director, officer, 9; person i_n control pf 

the debtor; 

E fie debtor i_s Q partnership, 
LA) Q general partner ir_1 tfi debtor; 
Q3) Q relative pf Q general partner ip, g Q general rgrtner pf; 93 Q person i_p 

control 9ffl1_e debtor; 

LQ) another partnership _ip which php debtor i_s Q general partner; 

(Q) Q ggieral partner i_n Q partnership described Q clause gC); _o_1_" 

(E) Q person _ip control 91’ tl1_e debtor; 

(jg) Q1_1 affiliate, pr; Q insider 9_i_' Qp afliliate Q§ i_f tpg afliliate were t_hg debtor; ad 
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(y) g managing agent pf tpp debtor. 

Q) “Lien” means it charge against 9_1_‘ Q interest Q property tp secure 
payment o_f p cl_el_)_t 9; performance o_f a_n obligation, a1_1_c_1 includes g security 
interest created py agreement, _a judicial lifl obtained by l_ega_l pg eguitable 
process Q proceedings, g common-law l_igp, 9; g statutogy lie_r1. 

Q) “Person” means a_n individual, partnership, corporation, association, 
organization, government _o_r governmental subdivision o_r agency, business trust, 
estate, trust, 9; fly other legal o_r commercial entity. 

110) “Property” means anything that may 3 subject Q" ownership. 
(_1_1) “Relative” means Q individual related l_)y consanguinity within E 

Qn_d degree g_s determined py @ common lixy, _a spouse, Q a_n individual 
related tp g spouse within tfi third degree z_1§ gp determineg gt includes a_n 
individual Q pp adoptive relationship within Qp third degree. 

1121 “Transfer” means every mode, direct pr indirect, absolute g condition- 
a_l, voluntary Q involuntary, pf disposing 9_f pr parting with ap asset Q a_n 
interest Q pp asset, and includes payment pf money, release, lease, and creation 
of a lien or other encumbrance. 

lglfllkfiimmaumtmgzfiwagwmsfiwgfa 
iudicial lifl subsequently obtained py legal 9; equitable process Q‘ proceedings. 

Sec. 2. [5l3.42] INSOLVENCY. 

Q) A debtor i_s insolvent if _’th_e sum pffl1_e debtor’s debts i§ greater than a_H 
o_f thp debtor’s assets, gt g @ valuation. 

(13) A debtor who i_s generally ppt paying pip _o_1_r E debts Q they become drip 
i_s presumed _t_p pg insolvent. — 

(9) A partnership Q insolvent under subsection (Q) Q‘ Q @ O_l‘_l£l1_e_ partner- 
ship’s debts i_s_ greater thg Qp aggregate, pg 51 fa}; valuation, o_f a_ll o_f ’th_e 

partnership’s assets grid _t_h5 sl o_f @ excess pfg, value Q” E general 
partner_’s nonpartnersly assets 91;; E partner’s nonpartnership debts. 

Q1) Assets under @ section dq pg include property that E been trans- 
ferred, concealed Qt removed with intent t_o hinder, delay, pr defraud creditors 
pg that E been transferred Q g manner making th_e transfer voidable under this 

‘ 

é1_CL 

(pa) Debts under this section Q E include Q obligation Q Q extent i_t i_s 
secured py p valid lien Q, property 9_f_‘ tl_1§ debtor n_o_t included g Q asset. 

Sec. 3. [513.43] VALUE. 

(p) Value Q given fo_r a transfer Q a_n obligation Q Q exchangg g); Q; 
transfer o_r obligation, property _i§ transferred Q Q antecedent debt is secured pg 
satisfied Q value does p_(_>_t include Q unperformed promise made otherwise~ 
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than in the ordinary course 9_f tfi promisor’s business te furnish support t_Q fire 
debtor 9; another herson.

’ 

£1_>lE<2_r.tLx_<21J_r>__ur 

eguivale.__nt xa1u_e i_f th_e L_erson §>Ql1_i£§5_ an i_nt_eL=§t. Q th_e in E a_ss;t 
Qursuant _t_c_>_ g regularly conducted, noncollusive foreclosure file 9; e)_£e9_1g.1i9_h 9_f_‘ 

e power 9_f s_qhe_ £9; the acquisition gvdisposition Q‘ the interest o_f fie _de_b_t_q§ 
upon default under er momgege deed o_f trust, 9_r security agreement. 

(e) A transfer i_s made Q present value iftl1_e exchange between hhe debtor 
e_n_(1 the transferee _i_§ intended hy them te he contemporaneous erg _i§ i_n §a_c_:t 

substantially contemporaneous. 

Sec. 4. [513.44] TRANSFERS FRAUDULENT AS TO PRESENT AND 
FUTURE CREDITORS. 

(Q A transfer made 9; obligation incurred hy e debtor i_s fraudulent a_s 19 e 
creditor, whether _t_he creditor’s claim arose before Q; ei‘ter fire transfer yr/is made 
9__r_ the obligation _vy_z§ incurred, if the debtor flthle t_h_e transfer 9_1_' incurred 
the obligation: 

§_1_) with actual intent he hinder, delay, 9; defraud ehy creditor ef t_l_1_e_ debtor; 
9! 

§_2_) without receiving e reasonably equivalent value Q‘ exchange fer ghe 
transfer er obligation, ghihl the debtor: 

Q) was engaged o_r was about _t_o engage i_n e business er; e transaction f9_r which the remaining assets hf gh_e debtor were unreasonably small i_n relation 19 
ghe business 9_r_* transaction; _o_r 

Lii_) intended tg incur, he believed g reasonably should have believed get 
he <_)_x_‘ fie‘ would incur, debts beyond lg o_r _lLr ability _te hey a_s they became 
due. 

(h) _Ih determining actual intent under subsection (a)( 1), consideration may 
he given, among other factors, t_e whether: ' 

Q) t_l§ transfer g obligation was t_o a_r_1 insider; 
(_2_) ghe debtor retained possession 9_r control o_f tfi groherty transferred 

after t_h_e transfer; . 

Q) the transfer o_r obligation V_V§§ disclosed g concealed; 
Q1) before hh_e transfer _w_2_1§ made er obligation ygs incurred, me debtor@ been sued he threatened with suit; 

(_5) fie transfer his o_f substantially 'a_ll ‘ch_e debtor’s assets; 
(Q fie debtor absconded; 
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Q) jug debtor removed g concealed assets; 
(§) 1;h_e value o_f gig consideration received py t_h_g debtor wQas reasonably 

equivalent 39 gig value pf tpg asset transferred gr Qg amount p_f th_e obligation 
incurred; 

(2) gig debtor gvgs insolvent pg became insolvent shortly after th_e transfer 
_\ga_s made Q fig obligation _w_g_s_ incurred; 

3101 th_e transfer occurred shortly before Q shortly after g substantial debt 
wQas. incurred; Qg 

311} gig debtor transferred gig essential assets o_f pg business Q g Iienor 
who transferred gig assets t_o Q insider o_f gge_ debtor. 

Sec. 5. [5l3.45] TRANSFERS FRAUDULENT AS TO PRESENT CREDI- 
TORS. 

(g) A transfer made 9_r obligation incurred pp g debtor § fraudulent 2_1§ 39 g 
creditor whose claim arose before 13 transfer Qs made gg Qg obligation 32% 
incurred g Q; debtor made gig transfer 9; incurred t}i_e obligation without 
receiving g reasonably equivalent value _i_r_i exchange fg tli_e transfer _c_)_r obligation Q1 Q debtor wQas insolvent Q _t@ tiQ Q Qg debtor became insolvent Q g 
result _o_f gig transfer Q obligation. 

Q) _/3; transfer made 131 g debtor i_s fraudulent gs tg g creditor whose claim 
arose before gig transfer wQas made i_f gig transfer _vygs_ made t_o Q insider g)_i_'Q 
antecedent debt, Q debtor lag insolvent gt jag time, gQ gi_e insider ga_d 
reasonable cause pg believe gag fig debtor w_a§ insolvent. 

Sec. 6. [513.46] WHEN TRANSFER IS MADE OR OBLIGATION IS 
INCURRED. 

E91 JE P_r_D_._u 
0868 _0_f E fit 

(_1_) 3} transfer i_s_ made: 

(_i) Q respect t_o Q g_ss_et L1 is r_<ea_1 property other 11% g fixture, pgt 
including gg interest o_f g seller gg purchaser under g contract fig gig _sglg _O_f ggg 
asset, when Qg transfer i_s gg fag perfected Q g good-faith purchaser _o_f gi_e 
asset from gg debtor against whom applicable Q permits t_li<:_ transfer t_o IQ 
perfected cannot acquire Q interest i_n th_e asset mg; i_s superior t_o tl‘i_e interest _o_f 
gig transferee; and 

§i_i) Q respect tp Q Qt ggit i_s Q pegl property gr gig_t i_s g fixture, when 
tli_e transfer _ig gp §a_r perfected ggeg g creditor Q g simple contract cannot 
acquire g judicial HQ otherwise th_ap under t_lgs_ gc_t Q g superior t_o gig 
interest 

gg‘ 
th_e transferee; 

Q) if applicable Q permits t_lg3_ transfer t_o IQ perfected a_s provided i_n 
paragraph Q) g1_Q tgg transfer i_s ppt s_o perfected before gig commencement o_f Q action fg relief under g1i_s Qt, glgg transfer i_s deemed made immediately 
before gig commencement pf t_hg actitm 
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Q) if applicable lpyy does n_ot permit fie transfer t_o lg perfected Q provided 
in paragraph §_1_), the transfer i_s_ made when it becomes effective between _tl1_e 

debtor a_rpd_ tfi transferee; 
g) a transfer is not made until tli_e debtor lis acquired rights i_n_ mg asset 

transferred‘ 

Q) §_r_i obligation i_s incurred: 

Q) i_f oral, when i_t becomes effective between tpe parties; 9; 

(ii) if evidenced py a writing, when ph_e writing executed py ‘th_e obligor i§ 
delivered 19 9_r Q mg benefit o_f"tl1_e obligee. 

Sec. 7. [5l3.47] REMEDIES OF CREDITORS. 
Q1 _I_p gp action fig relief against Q transfer g obligation under th_i_s a_c’g 2_1 

creditor, subject _t_g thp limitations Q section §, may obtain: 
Q) avoidance Q‘ th_e transfer pg obligation t_o th_e_ extent necessary tp satisfy 

Qt; creditor’s claim; 

§_2_) _a_r_1 attachment o_r other provisional remedy against jt_l_1_e_ asset transferred g other property pf tlr1_e transferee Q accordance with ’th_e procedure prescribed 
l_3_y Minnesota Statutes, chapter 570; 

Q) subiect t_o applicable principles o_f guity gn_d i_n_ accordance with applica- 
pp rules o_f civil procedure: 

Q) ar_1 injunction against further disposition py fig debtor pg 3 transferee, 95 both, _o_f_" t_l_1§ asset transferred o_r pf other property; 

(ii) appointment o_f _a receiver jtp take charge _o_f gig asset transferred o_r o_f 
other property pf Qt; transferee; 9_r 

giiig any other relief flip circumstances may require. 
(Q) _I_f _a creditor _IEt_S_ obtained 2_1 judgment Q a claim against gig debtor, tfi creditor, if fi1_e court sp orders, may leg execution Q pig asset transferred o_r i_t§ 

proceeds. 

Sec. 8. [513.48] DEFENSES, LIABILITY, AND PROTECTION OF TRANS- FEREE. 

La) A transfer 9; obligation is rpt voidable under section 4(a)(l) against _a person who took i_t} good faith and Q z_t reasonably equivalent value o_r against 
gpy subsequent transferee pg obligee. 

(p) Except a_s otherwise provided i_r_i this section, pg ;1_1_e extent a_ transfer i_s voidable Q pp action py _a creditor under section 7§a)1l), th_e creditor may 
recover judgment fgg the value pf t_h_e_ asset transferred, a_s adjusted under sub- 
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section Le), Q the amount necessary Q satisfy QQ creditor’s claim whichever i_s 
less. The judgment may pg entered against: 

Q) tl1_e flrst transferee o_f tl1_e asset g LIQ person Q; whose benefit E 
transfer w_as made; g 

Q) fly subseguent transferee other than a_t good-faith transferee who took Q value 9; from e_1_r_1y subsequent transferee. 
Q) E t_h_e_: judgment under subsection Lb) is based upon t_lQ value o_f @ asset 

transferred, _t__l_1_e_ 
judgment must be E _a_n amount equal Q the value gf tl1_e asset 

a_t th_e time o_f the transfer, subject Q adjustment gs 33 equities may require. 
(9) Notwithstanding voidability gfa transfer o_r an obligation under t_hi§ §g_t_, 

a_ good-faith transferee gr obligee i_s entitled Q E extent o_f_t__1Q value given Qg 
debtor Q; tfi transfer Q_r_ obligation, Q 

Q) a_t lien on Q a right Q retain fly interest Q LIQ asset transferred; 
(2) enforcement o_f a_ny obligation incurred; g 
Q) a reduction Q t_lQ amount o_f Q13 liability Q Q53 judgment. 
Q) A transfer _i_s E voidable under section 4(a)(2) o_r section _§ E Qg 

transfer results from: 

Q) termination of a lease upon default by th_e debtor when t_h__e_: termination 
Q pursuant Q Q_'e_ lease _a11_c_l_ applicable law,‘ g 

(_2_) enforcement "o_f _a security interest i_n compliance with article 2 _(_)_f th_e 

Uniform Commercial Code. 

Q) A transfer is {Q voidable under section 5gb): 
Q) Q t_h_§ extent tl1_e insider gave new value Q Q‘ Qr th_e benefit gf th_e 

debtor after Qg transfer E made unless t_l1e_ new value _vLu secured by a valid 
lien; 

Q) _if made Q tl1_e ordinary course _o_f business gg financial affairs gf th_e 
debtor ag E insider; o_r 

(_3) E made pursuant Q a good-faith effort Q rehabilitate tl1_e debtor £1 t_h_§ 
transfer secured present value given fo_r that purpose as well Q an antecedent 
debt o_f't;l1_e debtor. 

Sec. 9. [5l3.50] SUPPLEMENTARY PROVISIONS. 
Unless displaced by t_lQ provisions 9_f _th_is act, t_lQ principles Q_f_' Q _zm_(1 

eguity, including th_e l_a\y merchant gig the @ relating Q principal _a£c1 agent, 
estoppel, laches, fraud, misrepresentation, dung, coerciong mistake, insolvency, 
g other validating 9; invalidating cause, supplement it_s provisions. 
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Sec. 10. [51351] SHORT TITLE. 
This _2_1_c_t r_n_a_v lg cited as me Uniform Fraudulent Transferfl 
Sec. 11. DEFINITION. 

Where fln_e term “this act” appears i_n sections 1 to lg i_t ref_ers to §§_cg)_n_s _l_ 

to 10. 

Sec. 12. REPEAL. 

Minnesota Statutes 1986, sections 513.20, 513.21, 513.22, 513.23, 513.24, 
513.25, 513.26, 513.27, 513.28, 513.29, 513.30, 513.31, E 513.32a_r§repealed. 

Approved April 7, 1987 

CHAPTER 20-S.F.No. 137 
An act relating to agriculture; clarifiving the exceptions to prohibition against manufac- 

ture of food from adulterated milk or cream; amending Minnesota Statutes 1986, section 
32.21, subdivision 2. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
Section 1. Minnesota Statutes 1986, section 32.21, subdivision 2, is amended 

to read: 

Subd. 2. MANUFACTURE OF FOOD FOR HUMAN CONSUMPTION FROM ADULTERATED MILK OR CREAM PROHIB- 
ITED. An article of food for human consumption may not be manufactured 
from adulterated milk or cream, except as provided in section 32.22 g‘ _t_l_1_e 

federal Food, Drug, a_n_c_1 Cosmetic pg United States Code, ti_tE _2_1_, section fl_1_ 
gt _s_§g,, Q31 related federal regulations. 

Approved April 7, 1987 

‘CHAPTER 21—S.F.N0. 306 

An act relating to local government; removing the compensation limitation for members 
of statutory city park boards; amending Minnesota Statutes 1986, section 412.501. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
Section 1. Minnesota Statutes 1986, section 412.501, is amended to read: 
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