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Sec. 7. Minnesota Statutes 1998, section 62E.15, is amended by adding a
subdivision to read:

Subd. 2a. ANNUAL VERIFICATION. The association may annually verify the
umnsurablhty of each pohcyholder to insure that only eligible persons are enrolled in in
the plan.

Sec. 8. Minnesota Statutes 1998, section 62E.18, is amended to read:

62E.18 HEALTH INSURANCE FOR RETIRED EMPLOYEES NOT ELI-
GIBLE FOR MEDICARE.

A Minnesota resident who is age 65 or over and is not eligible for the health
insurance benefits of the federal Medicare program is entitled to purchase the benefits
of a qualified plan, one or two, or @ $2,000 annual deductible plﬁ if available,
offered by the Minnesota comprehensive health association without any of the
limitations set forth in section 62E.14, subdivision 1, paragraph (c), and subdivision 3.

Sec. 9. STUDY OF MCHA PREMIUM RATES.

The Minnesota comprehensive health association shall submit to the legislature
and the commissioner of commerce, by November 15, 2000, a study regarding the
impact ict of i increasing the maximum premium range of the plans that the association
offers to above 125 percent of the weighted average of rates charged in the individual
market for similar plans. The study must also include an analysis of:

(1) the feasibility of estabhshmg a sliding scale premium program for policy-
holders; and

(2) the plan’s annual out-of-pocket expense limitation.
Sec. 10. EFFECTIVE DATE.

Sections 1 to 9 are effective the day following final enactment.

Presented to the governor Apiil 11, 2000
Signed by the governor April 14, 2000, 2:43 p.m.

CHAPTER 399—S.E.No. 1495

An act relating to commerce; enacting revised article 9 of the Uniform Commercial Code
as adopted by the National Conference of Commissioners on Uniform State Laws; amending
Minnesota Statutes 1998, sectio_hs 336.1-105; 336.1-201; 336.2-103; 336.2-210; 336.2-326;
336.2-502; 336.2-716; 336.2A-103; 336.2A-303; 336.2A-307; 336.2A-309; 336.4-210; 336.7-
503; 336.8-103; 336.8-106; 336.8-110; 336.8-301; 336.8-302; and 336.8-510; proposing coding
Jor new law in Minnesota Statutes, chapter 336; repealing Minnesota Statutes 1998, sections
336.9-101; 336.9-102; 336.9-103; 336.9-104; 336.9-105; 336.9-106; 336.9-107; 336.9-108;
336.9-109; 336.9-110; 336.9-112; 336.9-113; 336.9-114; 336.9-115; 336.9-116; 336.9-201;
336.9-202; 336.9-204; 336.9-205; 336.9-206; 336.9-207; 336.9-208; 336.9-301; 336.9-302;
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336.9-303; 336.9-304; 336.9-305; 336.9-306; 336.9-307; 336.9-308; 336.9-309; 336.9-310;
336.9-311; 336.9-312; 336.9-313; 336.9-314; 336.9-315; 336.9-316; 336.9-317; 336.9-318;
336.9-403; 336.9-404; 336.9-405; 336.9-406; 336.9-407; 336.9-408; 336.9-410; 336.9-412;
336.9-413; 336.9-501; 336.9-502; 336.9-503; 336.9-504; 336.9-505; 336.9-506; 336.9-507; and
336.9-508; Minnesota Statutes 1999 Supplement, sections 336.9-203; 336.9-401; 336.9-402; and
336.9-411,

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

ARTICLE 1
Revised Article 9
SECURED TRANSACTIONS
Part 1
GENERAL PROVISIONS

SUBPART 1. SHORT TITLE, DEFINITIONS,
AND GENERAL CONCEPTS

Section 1, [336.9-101] SHORT TITLE.

This article may be cited as Uniform Commercial Code - Secured Transactions.
Sec. 2. [336.9-102] DEFINITIONS AND INDEX OF DEFINITIONS.

(a) DEFINITIONS. In this article:

(1) “Accession” means goods that are physically united with other goods in such
a manner that the identity of the original goods i is not lost.

(2) “Account,” except as used in “account for,” means a right to payment of a

monetary obligation, whether or not earned by performance, (i) for property that has
been or is to be sold, leased, hcensed asmgned or otherwxse dlsposed of, (u) for

with the card, or (viii) as winnings in a Tottery o or other game of chance operated or or
sponsored by a  state, govemmental unit of ofa state, Or person Ticensed or authorized to
operate the game by a state or governmental unit of a state, The term includes

health-care-insurance recejvables. The term does not include (i) rights to payment
evidenced by chattel paper or an instrument, (ii) commercial tort rt claims, (111) deposit
accounts, (1v) investment property, (V) letter of credit rights or  Tetters of credit, or (vi)

rights to payment for money or funds advanced or sold, other than rights arising out
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of the use of a credit or charge card or information contamed on or for use with the

(3) “Account debtor” means a person obligated on an account, chattel paper, or
general intangible. The term does not include persons obhgated to pay a negotlable

instrument, even if the instrument constitutes part of chattel paper.

@ “Accountlng,” except as used in “accounting for,” means a record:

(A) authenticated by a secured party;

®B) 1ndlcat1ng the aggregate unpaid secured obhgatlons as of a date not more than

(C) identifying the components of the obligations in reasonable detail.

®) “Agricultural hen means an interest, other than a security interest, in farm
products:

(A) which secures payment or performance of an obligation for:

(i) goods or services furnished in connection with a debtor’s farming operation;

(ii) rent on real property leased by a debtor in connection with its farming
operation; -

(B) which is created by statute in favor of a person that:

(i) in the ordinary course of its business furnished goods or services to a debtor

in connection with a debtor’s farmmg operation; or -

(ii) leased real property to a debtor in connection with the debtor’s farming
operation; and

(C) whose effectiveness does not depend on the person’s possession of the
personal property.

(6) “As-extracted collateral” means:

(A) oil, gas, or other minerals that are subject to a security interest that:

() is created by a debtor having an 1nterest in the minerals before extraction; and

(ii) aitaches to the minerals as extracted; or

. (B) accounts arising out of the sale at the wellhead or minehead of oil, gas, or

other mmerals in which the debtor had an interest before ‘extraction,

(7) “Authenticate” means:

A to sign; or.

(B) to execute or otherwise adopt a symbol, or encrypt or similarly process a
record in whole or in part, with the present intent of the authenticating person to

identify the person and adopt or accept a record.
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(8) “Bank” means an organization that is engaged in the business of banking. The
term ‘includes savings banks, savings and Ioan associations, credit unions, a and trust
companies.

(9) “Cash proceeds” means proceeds that are money, checks, deposit accounts, or
the like,

(10) “Certificate of trtle” means a certtﬁcate of tltle w1th respect to wh1ch a statute

creditor w1th respect to the collateral.

(11) “Chattel paper” means a record or records that evidence both a monetary
ob11gat10n and a security interest in specific goods, a secunty interest in specrﬁc goods
and software used in the goods, a security interest in specific goods and license of

software used in the goods, a lease of specific goods, o or a lease of specific goods and
license of software used in the goods In this paraglaph monetary obligation” means

a monetary obligation secured by the goods or owed under a lease of the goods and
includes a monetary obligation w1th respect to software used in the goods. The term

by records that include an instrument or seties of mstruments, the group of records
taken together constitutes s chattel paper.

(12) “Collateral” means the property subject to a security interest or agricultural
lien. The term includes:

(A) proceeds to which a security interest attaches;

(B) accounts, chattel paper, payment intangibles, and promissory notes that bayve
been sold and '

(C) goods that are the subject of a consignment.

@ the claimant is an organlzatron; or

(B) the claimant is an individual and the claim:

(i) arose in the course of the claimant’s business or profession; and

(ii) does not include damages arising out of personal injury to or the death of an
individual,

(14) “Commodity account” means an account malntamed by a commodity
1ntermed1ary in which a commodity contract is carried for a commodity customer.

(15) “Commodity contract” means a commodity futures contract, an option on a
commodity futures contract, a commodity option, or another contract if the contract or
option is:
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(A) traded on or subject to the rules of a board of trade that has been demgnated

(B) traded on a foreign commodity board of trade, exchange, ‘or market, and is |
carried ¢ on the books of a commodity 1ntenned1ary for a commodlty customer.

(16) “Commodity customer” means a person for which a commodity intermediary
carries a commodity contract on its books.

(17) “Commodity intermediary” means a person that:

(A) is registered as a futures commission merchant under federal commodities
law; or

(B) in the ordinary course of its business provides clearance or settlement services

for a board of trade that has been designated as a confract market pursuant to federal

commodities law.

(18) “Communicate” means:

@ to send a written or other tangible record;

(B) to transmit a record by any means agreed upon by the persons sending and

receiving the record; or

(C) in the case of transmission of a record to or by a filing office, to transmit a

record b by any means prescribed by ﬁhng office rule

(19) “Consignee” means a merchant to which goods are dehvered in a consign-
ment.

(20) “Consignment” means a transaction, regardless of its form, in which a person
delivers goods to a merchant for the purpose of sale and

(A) the merchant;

(i) deals in goods of that kind under a name other than the name of the person

making delivery;

(ii) is not an auctioneer; and

(iii) is not generally known by its creditors to be substantlally engaged in selling
the goods of othels,

(B) with respect to each delivery, the aggregate value of the goods is $1,000 or
more at the time of dehvery, :

(21) “Consignor” means a person @ dehvers goods to a consignee in a
consignment.

(22) “Consumer debtor” means a debtor in a consumer transaction.
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(23) “Consumer goods™ means goods that are used or bought for use primarily for
personal family, or household purposes.

(24) “Consumer goods transaction” means a consumer transaction in which:

(A) an individual incurs an obligation primarily for personal, family, or household
purposes; 'md

(B) a security 1nte1est in consumer goods secures the obhgat1on

household purposes.

(26) “Consumer transaction” means a transaction in which (i) an individual incurs
an obligation primarily for personal, famlly, or household purposes, (ii) a security
interest secures the obligation, and (jii) the collateral i is held or acquired primarily for

personal, family, o or household purposes. The term includes consumer goods transac-
tions.

(27) “Continuation statement” means an amendment of a financing statement
Wthh

(A) identifies, by its file number, the initial financing statement to which it relates;

the effectiveness of, the identified financing statement
(28) “Debtor” means:

(A) a person having an interest, other than a security interest or other lien, in the
collateral, whether or not the person is an obhgor

(B) a seller of accounts, chattel paper, payment intangibles, or promissory notes;

(C) a consignee.

(29) “Deposit account” means a demand, time, savings, passbook, or similar
account maintained with a bank, The term does not include investment property or
accounts evidenced by an instrument.

(30) “Document” means a document of title or a receipt of the type described in
section 336.7-201(2).

(31) “Electronic chattel paper” means chattel paper evidenced by a record or
records ¢ consisting of information stored in an electronic medium.

(32) “Encumbrance” means a right, other than an ownership interest, in real

property. The term includes mortgages and other hens on real property.

(33) “Equipment” means goods other than inventory, farm products, or consumer
goods,
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(34) “Farm products” means goods, other than standing timber, with respect to
which the debtor is engaged in a farming operation and which are:

(A) crops grown growing, or to be grown, including:

g)_ crops produced on trees, vines, and bushes; and

(ii) aquatic goods produced in aquacultural operations;

(B) livestock, born or unborn, including aquatic goods produced in aquacultural
operations;

(C) supplies used or produced in a farming operation; or

(D) products of crops or livestock in their unmanufactured states.

(35) “Farming operation” means raising, cultivating, propagating, fattening,
grazing, or any other farming, livestock, or aquacultural operation.

(36) “File number” means the number assigned to an initial financing statement
pursuant to section 336.9- 519(a).

(37) “Filing office” means an office designated in section 336.9-501 as the place
to file a financing statement.

(38) “Filing office rule” means a rule adopted pursuant to section. 139,

(39) “Financing statement” means a record or records composed of an initial
financing statement and any filed record relating to the initial financing statement.

(40) “Fixture filing” means the filing of a financing statement covering goods that
are or are to become fixtures and s satlsfymg section 336.9-502(a) and (b). The term

includes the filing of a financing statement covering goods of a transmitting utility
which are or are to become fixtures.

(41) “Fixtures” means goods that have become so related to partlcular real
property that an interest in them arises ses under real property law.

(42) “General intangible” means any personal property, including things in action,
other than accounts, chattel paper, commercial tort claims, deposit accounts, docu-
ments, goods, instruments, investment property, letter of credit rights, letters of credit,
money, and oil, gas, or other minerals before extraction. The term inciudes “payment

intangibles and software.

(43) “Good faith” means honesty in fact and the observance of reasonable
commerc1a1 standards of fair dealing.

(44) “Goods” means all things that are movable when a security interest attaches.
The term includes (i) fixtures, (i) standmg timber that is to  be cut and removed under

a conveyance or contract for sale, (iii) the unborn young of animals, (iv) crops grown,
growing, or to  be grown, evenif d the crops are produced on trees vines, or bushes, and

(v) manufactured homes. The term also includes a computer program embedded in in

goods and any supporting information prov1ded in connection with a transaction
relating to to the program if the program is associated with the goods in such a manner
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that it customanly 1s cons1dered part of the goods or by becommg the owner of the

chattel paper, commercial tort - claims, deposxt accounts, documents, general intan-
gibles, instruments, investment property, letter of credit tights, letters of credit, money,
or oil, gas, or other minerals before extraction.

" (45) “Governmental unit” means a subdivision, agency, department, county,
parish, municipality, or other unit of the government of the United States, a state, or a
foreign country. The term includes a an organlzatlon havmg a separate cmporate
existence 1f the organization is eligible to issue debt on which interest is exempt from
income taxatlon under the laws of the United States,

(46) “Health-care-insurance receivable” means an interest in or claim under a
policy of insurance which is a right to payment of a monetaty obhgat1on for health-care
goods or services prov1ded :

(47) “Instrument” means a negotiable instlument or any other writing that

jadaiiahshatbet/Bwhiniohsiuioliudiic st

by delivery with any necessary endorsement or assignment. The term does not include
(i) investment propelty, (ii) letters of credit, or (iii) writings s that evidence a right to

payment ansmg out of the use of a credit or charge card or information contained on

48) “Inventory means goods, other than farm products, which: |

(A) are leased by a person as lessor; |

®B) are held by a person for sale or lease o 2 be furnished under a contract of

service;

@ are furnished tﬂ 4 person under a contract of service; or

(D) consist of raw materials, work in process, or materials used or consumed in
a business.

(49) “Investment property” means a security, whether certificated or uncertifi-
cated security entitlement, securities account, commodity contract, or commodlty
account.

(50) “Jurisdiction of organization,” with respect to a registered organization,
means the jurisdiction under whose law the organization i is s organized.

(51) “Letter of credit right” means a right to payment or performance under 2

letter of credit, whether or not the beneficiary has demanded or is at the time entitled

to demand payment or performance. The term does pot include the right of a

beneficiary to demand payment or performance under a letter of credit.

(52) “Lien creditor” means:
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(A) a creditor that has acquired a lien on the property involved by attachment,

levy, or the like;

(B) an as51gnee for benefit of creditors from the time of ass1gnment

(C) a trustee in bankruptcy from the date of the filing of the petition; or

(D) a receiver in equity from the time of appointment.

(53) “Manufactured home” means a structure, transportable in one or more
sections, which, in the travehng mode, is elght body feet or more in width or 40 body
feet or more in length or, when erected on site, is 320 or more square feet “and 1 wh1ch

a permanent foundation when connected to the required utilities, and includes the

plumblng, heating, air-conditioning, and electrical systems contained therein. The term
includes any structure that meets all of the requirements of this paragraph except t the
size requirements and with respe—ct “to which the manufacturer voluntarily files a
certification requlred by the United States Secretary of Housing and Urban Develop-

ment and complies with the standards established under Umted States Code, title 42.

(54) “Manufactured home transaction” means a secured transaction:

(A) that creates a purchase-money security interest in a manufactured home, other
than a manufactured home held as mventory, or

(B) in which a manufactured home, other than a manufactured home held as
1nventory, is the primary collateral.

(55) “Mortgage” means a consensual interest in real property, including fixtures,
which secures payment or performance of an obligation.

(56) “New debtor” means a person that becomes bound as debtor under section
336.9-203(d) by a security agreement prevxously entered into by another person.

(57) “New value” means (i) money, (ii) money’s worth in property, services, or

new credit, or (iii) release by a transferee of an interest in property previously
transferred to the transferee. The term does not include an obhgatlon substituted for

another obligation.

(58) “Noncash proceeds” means proceeds other than cash proceeds.

(59) “Obligor” means a person that, with respect to an obligation secured by a
security interest in or an agncultural lien on the collateral (1) owes payment or other

performance of the obligation, (i) has provided property other than the collateral to
secure payment or other performance of the obligation, or (iii) is otherwise accountable

in whole or in palt for payment or other pe: performance of the obligation. The term does

not include issuers or ‘or nominated | persons under a letter of credit.

(60) “Original debtor”, except as used in section 336.9-310(c), means a person
that, as debtor, entered into a securlty agreement to which a new debtor has become
bound under section 336.9- 9-203(d)
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(61) “Payment intangible” means a general intangible under which the account
debtor’s principal obligation i is a monetary obligation.

(62) “Person related to,” with respect to an individual, means:

(A) the spouse of the individual;

(B) a brother, brother-in-law, sister, or sister-in-law of the individual;

(C) an ancestor or lineal descendant of the individual or the individual’s spouse;

(D) any other relative, by blood or marriage, of the individual or the individual’s
spouse who shares the same e home w1th the individual.

(63) “Person related to,” with respect to an organization, means:

(A) a person directly or indirectly controlling, controlled by, or under common
control with the organization;

(B) an officer or director of, or a person performing similar functions with respect

to, the the o organization;

(C) an officer or director of, or a person performing similar functions with respect

to, a person described in subparagraph. (A);

(D) the spouse of an individual described in subparagraph (A), (B), or (C), or

property:

(A) whatever is acquired upon the sale, lease, license, exchange, or other
disposition of collateral;

(B) whatever is collected on, or distributed on account of, collateral;

(C) rights arising out of collateral;

nonconformity, or interference with @ use of, defects or infringement o of rights i m or
damage to, the collateral; or

(E) to the extent of the value of collateral and to the extent payable to the debtor

or the secured party, insurance payable by reason of the loss or nonconformity of,

defects or infringement of rights in, or damage to, the collateral,

(65) “Promissory note” means an instrument that evidences a promise to pay a

monetary obligation, does not evidence an order “to pay, and does not contain an

funds.

(66) “Proposal” means a record authenticated by a secured party which includes
the terms on which the secured party is willing to accept collateral in full ot partial
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satisfaction of the obligation it secures pursuant to sections 336. 9 620, 336.9-621, and
336.9-622. -

(1)) “Public-finance transaction” means a secured transaction in connection with
which:

(A) debt securities are issued,

(B) all or a portion of the securities issued have an initial stated maturity of at least
g(_) years; and

(C) the debtor, obligor, secured party, account debtor or other person obligated on
collateral, a assignor or assignee of a secured obligation, or assignor or assignee of a
security interest is a state ora govemmental unit of a state.

(68) “Pursuant to commitment,” with respect to an advance made or. other value
given by a secured parcy, means pursuant to the secured party’s obhgatlon, whether or
not a subsequent event of default or other event not within the secured party’s control
has reheved or may reheve the secured party from its obligation,

(69) “Record,” except as used in “for record,” “of record,” “record or legal title,”

and “record owner,” means information that is 1nscr1bed on a tangible medium or
which is stored in an electronic or other medium and is retrievable in perceivable form.

(70) “Registered organization” means an organization organized solely under the
law of a single state or the United States and as to which the state or the United States

must maintain a public record showing the organization to have been organized.

(71) “Secondary obligor” means an obligor to the extent that:

(A) the obligor’s obligation is secondary; or

(B) the obligor has a right of recourse with respect to an obligation secured by

collateral against the debtor, another obligor, or | or property of either.

(72) “Secured party” means:

(A) a person in whose favor a security interest is created or provided for under a
secunty agreement, whether or not any obligation to be secured i is outstanding;

(B) a person that holds an agricultural lien;

(C) a consignor;

(D) a person to Wthh accounts, chattel paper, payment 1ntang1bles Or promissory
notes  have been sold

(E) a trustee, indenture trustee, agent, collateral agent, or other representative in
'whose favor a security interest or agricultural lien is created or prov1ded for; or

(F) a person that holds a security interest arising under section 336.2-401,
336.2-505, 336.2-711(3), 336.2A-508(5), 336.4-210, or 336.5-118.

(73) “Security agreement” means an agreement that creates or provides. for
~secur1ty interest. :

a
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(74) “Send,” in connection with a record or notification, means:

(A) to deposit in the mail, deliver for transmission, or transmit by any other usual
means of communication, with postage or cost of transmission provided for, addressed
to any ‘address reasonable under the circumstances; or

have been received 1f properly sent under subparagraph A).

provided i in connection with a | transaction relating to the program, The term does not
include a ‘computer program that is included in the definition of goods.

(76) “State” means a state of the United States, the District of Columbia, Puerto

Rico, the United States Virgin Islands, or any temtory or insular possessmn subject to
the jurisdiction of the United States.

\
|
(75) “Software” means a computer program and any suppoiting information
p p
|

(77) “Supporting obligation” means a letter of credit right or secondary obligation
that supports the payment or performance of an ‘account, chattel paper, a document, a
general intangible, an instrument, or investment property.

(78) “Tangible chattel paper” means chattel paper evidenced by a record or
records consisting of information that is inscribed on a tangible medium,

79 “Termination statement” means an amendment of a financing statement
which:

(A) identifies, by its file number, the initial financing statement to which it relates;
and

(B) indicates either that it is a termination statement or that the 1dent1ﬁed |

financing statement is no longer effective.

(80) “Transmitting utility” means a person primarily engaged in the business of:

(A) operating a railroad, subway, street railway, or trolley bus;

(B) transmitting communications electrically, electromagnetically, or by light;

(C) transmitting goods by pipeline or sewer; or

(D) transmitting or producing and transmitting electricity, steam, gas, or water.

(b) DEFINITIONS IN OTHER ARTICLES. The following definitions in other
articles apply to this article:

.

“Applicant” Section 336.5-102 .
“Beneficiary” Section 336.5-102
“Broker” Section 336.8-102
“Certificated security” . Section 336.8-102
“Check” Section 336.3-104
“Clearing corporation” Section 336.8-102
“Contract for sale” Section 336.2-106
“Customer” Section 336.4-104
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“Entitlement holder”
“Financial asset”
“Holder in due course”
“Tssuer” (with respect to
a letter of credit or
letter of credit right)
“Issuer” (with respect
to a security)
“I_ease”
“Lease agreement”
“Lease contract”
“Leasehold interest”
“Lessee” )
“Lessee in ordinary course
of business”
“Lessor”
“Lessor’s residual interest
“Letter of credit”
“Merchant”
“Negotiable instrument”
“Nominated person”
“Note”
“Proceeds of a letter of .
credit” -
“Prove”
“Sale”
“Securities account”
“Securities intermediary”
“Security”
“Security certificate”
“Security entitlement”
“Uncertificated security”

(1
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Section 336.8-102
Section 336.8-1020
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(c) ARTICLE 1 DEFINITIONS AND PRINCIPLES. Article 1 contains general
definitions and principles of construction and interpretation apphcable throughout this

article.

Sec. 3. [336.9-103]1 PURCHASE-MONEY SECURITY INTEREST; APPLI-
CATION OF PAYMENTS; BURDEN OF ESTABLISHING.

(2) DEFINITIONS. In this section:

(1) “purchase-money collateral” means goods or software that secures a purchase-

money obhgatlon incurred with respect to that collateral; and

(2) “purchase-money obligation” means an obligation of an obligor incurred as all

or part of the price of the collateral or for value given to enable the debtor to acquire

New language is indicated by underline, deletions by strikeout:
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@ PURCHASE-MONEY SECURITY INTEREST IN GOODS. A security
interest in goods is a purchase-money security intefest:

(1) to the extent that the goods are purchase-money collateral with respect to that
security interest;

(2) if the security interest is in inventory that is or was purchase-money collateral,

also to the extent that the sccunty interest secures a puxchase money obligation

incurred with respect to other inventory in which the secured party holds or held a
purchase—money security interest; and

(3) also to the extent that the security interest secures a purchase-money

obligation incurred with respect to software in which the secured party holds or held
a purchase-money security interest.

(c) PURCHASE-MONEY SECURITY INTEREST IN SOFTWARE. A secu-

security interest also secures a purchase-money obhgatmn incurred with respect to
goods in which the secured party holds or held a purchase-money secunty Interest 1f

(1) the debtor acquired its interest in the software in an integrated transaction in
which it acquired an interest in the goods; and

(2) the debtor acquired its interest in the software for the principal purpose of
using _tllg software in the goods

(d) CONSIGNOR’S INVENTORY PURCHASE-MONEY SECURITY IN-
TEREST. The security interest of a consignor in goods that are the subject of a
consignment is is a purchase-money security interest i in inventory.

|
\
(e) APPLICATION OF PAYMENT IN NONCONSUMER GOODS TRANS-

ACTION. In a transaction other than a consumer goods transaction, if the extent to
which a security interest is a purchase-money security inferest depends on the
application of a payment to a particular obligation, the payment must be applied:

(1) in accordance with any reasonable method of application to which the parties

(2) in the absence of the parties’ agreement to a reasonable method, in accordance

with any intention of thc ‘obligor manifested at or “before the time of payment or

manifestation of the obligor’s intention, in the followmg order:

(A) to obhgatlons that are not secured; and

money security interests in the order i 1n which those obligations were incutred.

(f) NO LOSS OF STATUS OF PURCHASE-MONEY SECURITY INTER-
EST IN NONCONSUMER GOODS TRANSACTION. In a tlansactlon other than
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a consumer goods transaction, a purchase-money security interest does not lose its
status as such, even if:

(1) the purchase-money collateral also secures an obhgauon that is not a
purchase -money obligation;

(2) collateral that is not purchase-money collateral also secures the purchase-

money obligation; or

(3) the purchase-money obligation has been renewed, refinanced, consolidated, or
restructured

(g) BURDEN OF PROOF IN NONCONSUMER GOODS TRANSACTION.
In a transaction other than a consumer goods transaction, a secured party claiming a
purchase money secunty interest has the burden of estabhshmg the extent to which the
security interest § a purchase-money security interest.

(h) NONCONSUMER GOODS TRANSACTION; NO INFERENCE. The
limitation of the rules in subsections {e), (f), and (g) to transactions other than
consumer g?ocg transactions i is mtendedT(;—leE\?é f(;?he—c—oﬁt the determination of the
proper rules in consumer goods transactions. The court may not infer fro_m @

limitation the nature of the proper rule in consumer goods transactions and may
continue fo apply established approaches.

Sec. 4. [336.9-104] CONTROL OF DEPOSIT ACCOUNT.

(a) REQUIREMENTS FOR CONTROL. A secured party has. control of a
deposit account if:

(1) the secured party is the bank with which the deposit account is maintained;

(2) the debtor, secured party, and bank have agreed in an authenticated record that
the bank will comply with instructions ongmated by the secured party d1rect1ng
dlsposmon of the funds in the deposit account without further consent by the debtor;
or

(3) the secured party becomes the bank’s cus‘tomer with respect to the deposit
account.

(b) DEBTOR’S RIGHT TO DIRECT DISPOSITION. A secured party that has
satisfied subsection (a) has control, even if the debtor retains s the right to direct the

disposition of funds from the deposit account.
Sec, 5. [336.9-105] CONTROL OF ELECTRONIC CHATTEL PAPER,

A secured party has control of electronic chattel paper if the record or records
comprising the chattel pa paper are created, stored, and as51gned in such a manner that:

— .. s

identifiable, and, except as otherwise provided 2 paragraphs (4), @ @ ©),
unalterable;

v
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(2) the authoritative copy identifies the secured party as the assignee of the record
or records;

(3) the authoritative copy is communicated to and maintained by the secured party
or its de51gnated custodian;

(4) copies or revisions that add or change an identified assignee of the

authoritative copy can be made only with the pamc1pat10n of the secured party,

(6) any revision of the authoritative copy is readily identifiable as an authorized
or unauthorized revision.

Sec. 6. [336.9-106] CONTROL OF INVESTMENT PROPERTY.

certificated security, uncertlﬁcated security, or securxty entitlement as provided in
section 336.8-106.

(b) CONTROL OF COMMODITY CONTRACT. A secured party has control
of a commodity contract if:

(1) the secured party is the commodity intermediary with which the commodity
confract is cartied; or

(2) the commodity customer, secured patty, and commodity intermediary have
agreed -d that t the commodity intermediary will apply any value distributed on account of
the commodlty contract as directed by the e secured party without further consent by the
commodlty customer,

(c) EFFECT OF CONTROL OF SECURITIES ACCOUNT OR COMMOD-
ITY ACCOUNT. A secured party having control of all security entitlements or
commodity contracts carried in a securities account or ‘commodity account has control
over the securities account or r commodity account.

Sec. 7. [336.9-107] CONTROL OF LETTER OF CREDIT RIGHT.
A secured party has control of a 1etter of credit nght to the extent of any right to

under section 336.5-114(c) or otherwise applicable law or practice.
Sec. 8. [336.9-108] SUFFICIENCY OF DESCRIPTION.

(a) SUFFICIENCY OF DESCRIPTION. Except as otherwise provided in
subsections (c), (d), and (e), a descnptlon of personal or real property is sufficient,

(b) EXAMPLES OF REASONABLE IDENTIFICATION Except as other-
wise prov1ded in subsection (d), a description of collateral reasonably identifies the
collateral if it identifies the collateral by:

New language is indicated by underline, deletions by strikeouts
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(1) specific listing;
(2) category;

(3) except as otherwise prov1ded in subsection (e), a type of collateral defined in
the Uniform Commercial Code;

(4) quantity;

(5) computational or allocational formula or procedure; or

(6) except as otherwise provided in subsection (c), any other method, if the
identity of the collateral i is objectively determinable.

(c) SUPERGENERIC DESCRIPTION NOT SUFFICIENT. A description of
collateral as “all the debtor’s assets” or “all the debtor’s personal property or using
words of similar import does not reasonably identify the collateral,

(d) INVESTMENT PROPERTY. Except as’ otherwise provided in subsection
(e), a description of a security entitlement, securities account, or commodity account
is sufficient if it describes: '

(1) the collateral by those terms or as investment property; or

(2) the underlying financial asset or commodity contract.

(e) WHEN DESCRIPTION BY TYPE INSUFFICIENT. A description only by
type of collateral defined in the Uniform Commercial Code is an insufficient
descnptlon of:

Q a commercial tort claim; or

(2) in a consumer transaction, consumer goods, a security entitlement, a securities
account, or a commodity account. .

SUBPART 2. APPLICABILITY OF ARTICLE
Sec. 9. [336.9-109] SCOPE.

(2) GENERAL SCOPE OF ARTICLE. Except as otherwise provided in
subsections (c) and (d), this article applies to:

(_1) a transaction, regardless o_f 1t_s form, M creates a security interest E personal
property or fixtures by contract;

(2) an agriculiural lien;

(3) a sale of accounts, chattel paper, payment intangibles, or promissory notes;

(4) a consignment;

(5) a security interest arising under section 336.2-401, 336.2-505, 336.2-711(3),
or 336.2A-508(5), as provided in section 336.9—110; and

(6) a security interest arising under section 336.4-210 or 336.5-118.

New language is indicated by underline, deletions by strikeout:
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(b) SECURITY INTEREST IN SECURED OBLIGATION. The application of
this article to a security interest in a secured obligation is not affected b by the fact that that
the obhgatlon is itself secured by a transaction or interest to which this article does not
apply.

(c) EXTENT TO WHICH ARTICLE DOES NOT APPLY. This article does

(1) a statute, regulatlon, or treaty of the United States preempts this article;

(2) anothel statute of thls state expLeSbly governs the creation, perfection, pnonty,

state,

(3) a statute of another state, a foreign couniry, or a governmental unit of another
state or a foreign Ef)untry, other than a statute generalE prlicable to security interests,
expressly governs creation, perfection, priority, or enforcement of a security interest
created by the state, country, or governmental unit; or -

(4) the rights of a transferee beneficiary or nominated person under a letter of
credit ai are mdependent and superior under section 336.5-114.

(d) INAPPLICABILITY OF ARTICLE. This article does not apply to:

(1) a landlord’s llen, other than an agricultural lien;

(2) a lien, other than an agricultural lien, given by statute or other rule of law for

services or materials, but section 336.9- 333 applies w1th respect t to priority of the lien,

(3) an assignment of a claim for wages, salary, or other compensation of an
employee;

(4) a sale of accounts, chattel paper, payment intangibles, or promissory notes as
part of a sale of the business out of which they arose;

(5) an assignment of accounts, chattel paper, payment intangibles, or promissory
notes wh1ch is for the purpose of collection only;

(6) an assignment of a right-to-payment under a contract to an assignee that is also
obligated t to perform under the contract;

(7) an assignment of a single account, payment intangible, or promissory note to
an assignee in full or partial satisfaction of a preexisting indebtedness; -

(8) a transfer of an interest in or an assignment of a claim under a policy of

insurance, other than 2 an assignment by or to a health-care | provider of a health-care-
insurance receivable and any subsequent assignment of the nght—to-payment but
sections 336.9-315 and 336.9-322 apply with respect to proceeds and priorities in in

proceeds;

taken or ona nght—to -payment that was collateral;

(10) a right of recoupment or set-off, but:

New language is indicated by underline, deletions by strikeeut:
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(A) section 336.9-340 applies with respect to the effectiveness of rights of
recoupment or set-off against depos1t accounts; and

(B) section 336.9-404 applies with respect to defenses or claims of an account
debtor;

(1) the creation or transfer of an interest in or hen on real property, mcludmg a

(A) liens on real property in sections 336,9-203 and 336.9-308;

(B) fixtures in section 336.9-334;

(C) fixture filings in sections 336.9-501, 336.9-502, 336.9-512, 336.9-516, and
336.9-519; and

(D) security agreements covering personal and real property in section 336.9-604;

(12) an assignment of a clarm arising in tort, other than a commercial tort claim,
but sections 336.9-315 and 336.9-322 apply - w1th respect to t to proceeds and priorities in
proceeds, :

(13) an assignment of a deposit account in a consumer transaction, but sections
336.9-315 a and 336.9-322 apply with respect to proceeds and priorities in proceeds

( 14) a claim or nght to receive compensatron for injuries or sickness as descnbed

in United States Code, title 42, section 1396p(d)(4) as amended from trme to time.
Sec. 10. [336.9-110] SECURITY INTERESTS ARISING UNDER ARTICLE
2 OR 2A.

A security interest arising under section 336.2-401, 336.2-505, 336.2-711(3), or
336.2A-508(5) i is subject to this article. However, until the debtor obtains possession
of the goods:

(1) the security interest is enforceable, even if section 336.9-203(b)(3) has not
been satisfied; .

(2) filing is not required to perfect the security interest,

(3) the nghts of the secured party after default by the debtor are governed by

(4) the security interest has priority over a conflicting security interest created by
the debtor.
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Part 2

EFFECTIVENESS OF SECURITY AGREEMENT;
ATTACHMENT OF SECURITY INTEREST;
RIGHTS OF PARTIES TO SECURITY AGREEMENT

SUBPART 1. EFFECTIVENESS AND ATTACHMENT

Sec. 11. [336.9-201] GENERAL EFFECTIVENESS OF SECURITY AGREE-
MENT.

(a) GENERAL EFFECTIVENESS. Except as otherwise provided in the
Uniform Commercial Code, a security agreement is effective according to its terms
between the parties, against pu1chase1s of the collateral, and against creditors.

(b) APPLICABLE CONSUMER LAWS AND OTHER LAW. A transaction
subject to this article is subject to any applicable 1ule of law which establishes a

rates, charges, agreements, and practices for Ioans, credit sales, or other extensions of
credit and (ii) any consumer plOteCthl’l statute or rule.

(c) OTHER APPLICABLE LAW CONTROLS In case of conﬂ1ct between this

law, statute, or regulatlon controls. Failure to comply thh a statute or regulatlon
described i in subsection (b) has only the effect the statute or e or regulation specifies.

(d) FURTHER DEFERENCE TO OTHER APPLICABLE LAW. This article
does not:

(1) validate any rate, charge, agreement, or practice that violates a a rule of law,
statute, or regulation described i in subsection (b), or

(2) extend the application of the rule of law, statute, or regulation to a transaction
not otherwise subject to it.

Sec, 12. [336.9-202] TITLE TO COLLATERAL IMMATERIAL.

Except as otherwise provided with respect to consignments or sales of accounts,
chattel paper, payment intangibles, or p promissory notes, the provisions of this article
with regard to rights and obhgatlons apply whether title to o collateral i is in the secured
party or the debto1

Sec. 13. [336.9-203] ATTACHMENT AND ENFORCEABILITY OF SECU-
RITY INTEREST; PROCEEDS; SUPPORTING OBLIGATIONS FORMAL
REQUISITES.

(a) ATTACHMENT. A security interest attaches to collateral when it becomes
enforceable against the debtor with respect to the collateral, unless an agreement
expressly, postpones th_e time of ‘attachment.
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(b) ENFORCEABILITY. Except as otherwise provided in subsections (c)
through (i), a security interest is enforceable agamst the debtor and th1rd parties w1th
respect to the collateral only 1f

(1) value has been given;

(2) the debtor has rights in the collateral or the power to transfer rights in the
collateral to toa secured | party; and .

(3) one of the following conditions is met:

(A) the debtor has authenticated a security agreement that provides a description
of the collateral and, if the security interest covers timber to be cut, a descnpuon of the

land concerned;

(B) the collateral is not a certificated security and is in the possession of the

secured party under section 336.9-313 pursuant to the debtor’s security agreement;

(C) the collateral is a certificated security in registered form and the security

certificate has been delivered to the secured party ‘under section 336.8-301 pursuant to
the debtor’s secunty agreement or -

(D) the collateral is deposit accounts, electronic chattel paper, investment
property, or or letter of credit rights, and the secured party has control under section
336.9-104, 336.9-105, 336.9-106, or or 336.9-107 pursuant to the debtor’s security
agreement.

(c) OTHER UCC PROVISIONS. Subsection (b) is subject to section 336.4-210
on the security interest of a collecting bank, section 336.5-118 on the security interest
of a 2 letter of credit issuer or nominated person, section 336.9- 110 ¢ on a security interest
arising under article 2or 2A and section 336.9-206 on security interests in investment
property.

(d) WHEN PERSON BECOMES BOUND BY ANOTHER PERSON’S
SECURITY AGREEMENT. A person becomes bound as debtor by a security
agreement entered into by another person if, by operation of Iaw other than thrs article
or by contract:

(1) the security agreement becomes effective to create a security interest in the
person’s property; or

(2) the person becomes generally obligated for the obligations of the other person,
1nclud1ng the obligation secured under the secunty agreement and acquires or
succeeds to all or substantially all of the assets of the other person.

(e) EFFECT OF NEW DEBTOR BECOMING BOUND. If a new debtor
becomes bound as debtor by a security agreement entered into by another person:

(1) the agreement satisfies subsection (b)(3) with respect to existing or after-
acqulred “property of the new " debtor to the extent the property is described i in the
agreement; and
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(2) another agreement is not necessary to make a security interest in the property
enforceable.

(f) PROCEEDS AND SUPPORTING OBLIGATIONS. The attachment of a
security interest in collateral gives the secured party the rights to proceeds prov1ded by
section 336.9-315 and is also aftachment of a secunty interest in a supporting

obligation for the collateral.

() LIEN SECURING RIGHT-TO-PAYMENT. The attachment of a security
interest in a right-to-payment or performance sécured by a secunty interest o or -other lien
on personal or real property is also attachment of a security interest in the security
interest, mortgage, or other ll_e_ll

(h) SECURITY ENTITLEMENT CARRIED IN SECURITIES ACCOUNT.
The attachment of a security interest in a securities account is also attachment of a

securlty interest in the security entitlements carried in the securities account.

(i) COMMODITY - CONTRACTS CARRIED IN COMMODITY AC-
COUNT. The attachment of a security interest in a commodity account is also
attachment of : of a security interest in the commodity contracts carried i in the commodlty
account.

Sec. 14. [336.9-204] AFTER-ACQUIRED PROPERTY; FUTURE AD-
VANCES.

(2) AFTER-ACQUIRED COLLATERAL. Except as otherwise provided in
subsection (b), a security agreement may create or provide f for a security interest in
after—acqulred collateral.

(b) WHEN AFTER-ACQUIRED PROPERTY CLAUSE NOT EFFECTIVE

clause to:

(1) consumer goods, other than an accession when given as additional security,
unless tl the debtor acquires rights in in them within ten days after @:c_ secured party gives
value; or .

(2) a commercial tort claim,

(c) FUTURE ADVANCES AND OTHER VALUE. A security agreement may
prov1de that collateral secures, or that accounts, chattel paper, payment intangibles, or
promissory ory notes are sold in connection with future advances or other value, whether

or not the advances or value are given pursuant to commiitment.

Sec. 15. [336.9-205] USE OR DISPOSITION OF COLLATERAL PERMIS-
SIBLE.

(a) WHEN SECURITY INTEREST NOT INVALID OR FRAUDULENT. A
security interest is not invalid or fraudulent against creditors solely because:

(1) the debtor has the right or ability to:
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(A) use, commingle, or dispose of all or &rt of the collateral, including returned
or repossessed goods;

(B) collect, compromise, enforce, or otherwise deal with collateral;

Q accept &: return of collateral or make repossessionsi or

(D) use, commingle, or dispose of proceeds; or

(2) the secured party fails to require the debtor to account for proceeds or replace
collateral.
(b) REQUIREMENTS OF POSSESSION NOT RELAXED. This section does

not relax the requirements of possession if attachment, perfection, or r enforcement of of
a secunty interest depends upon possession of the collateral by the secured party.

Sec. 16. [336.9-206] SECURITY INTEREST ARISING IN PURCHASE OR
DELIVERY OF FINANCTAL ASSET.

(2) SECURITY INTEREST WHEN PERSON BUYS THROUGH SECURI-
TIES INTERMEDIARY. A secwity interest in favor of a securities intermediary
attaches to a person’s security entitlement if:

(1) the person buys a financial asset through the securities intermediary in a

transaction in which the person is obligated to pay the purchase price to the securities
intermediary at the time of the purchase and

account before the buyer pays the securities s intermediary.

(b) SECURITY INTEREST SECURES OBLIGATION TO PAY FOR FI-
NANCIAL ASSET. The security interest described in subsection (a) secures the
person’s obligation to pay for the financial asset.

(c) SECURITY INTEREST IN PAYMENT AGAINST DELIVERY TRANS-
ACTION. A security interest in favor of a person that delivers a certificated security
or other financial asset represented by a writing “attaches to the security’ or other
financial asset ift

(1) the security or other financial asset:

@A) in the ordinary course of business is transferred by dehvery with any
necessary “endorsement or assignment; and

(B) is delivered under an agreement between persons in the business of dealing
with such ¢ securities or ﬁnanmal assets; and

e e

(2) the agreement calls for delivery agamst payment.

(d) SECURITY INTEREST SECURES OBLIGATION TO PAY FOR DE-
LIVERY. The security interest described in subsection (c) secures the obligation to
make payment for the delivery.
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SUBPART 2. RIGHTS AND DUTIES

Sec. 17. [336.9-207] RIGHTS AND DUTIES OF SECURED PARTY HAV-
ING POSSESSION OR CONTROL OF COLLATERAL.

(2) DUTY OF CARE WHEN SECURED PARTY IN POSSESSION. Except as
otherwise provided in subsection (d), a secured party shall use reasonable care in @
custody and preservation of collateral in the secured party’s possession, In tﬁcase of
chattel paper or an instrument, reasonable care includes taking necessary steps to

preserve rights against prior parties unless otherwise agreed.

(b) EXPENSES, RISKS, DUTIES, AND RIGHTS WHEN SECURED
PARTY IN POSSESSION. Except as otherwise provided in subsection (d), if a
secured party has possession of collateral:

[¢5)] reasonable expenses, including the cost of insurance and payment of taxes or
other charges incurred in the custody, preservation, use, or operation of the , collateral,
are chargeable to the debtor and are secured by the collateral;

(2) the risk of accidental loss or damage is on the debtor to the extent of a
deficiency it in any effective insurance coverage;

- e ——

may be commingled; and

(4) the secured party may use or operate the collateral:

(A) for the purpose of preserving the collateral or its value;

(B) as pelmltted by an order of a court havmg competent jurisdiction; or

l_)z E}E debtor.

(c) DUTIES AND RIGHTS WHEN SECURED PARTY IN POSSESSION
OR CONTROL. Except as otherwise provided in subsection (d), a secured party
having possession of collateral or control of collateral under section 336.9-104,
336.9-105, 336.9-106, or 336.9- 107:

(1) may hold as additional security any proceeds, except money or funds, received
from the coll collateral

(2) shall apply money or funds received from the collateral to reduce the secured
obligation, unless remitted to the debtor; and

(3) may create a secutity interest in the collateral.
(d) BUYER OF CERTAIN RIGHTS TO PAYMENT. If the secured party is a

buyer o of accounts, chattel paper, payment intangibles, or promissory notes or a
consignor:

agreement;

(A) to charge back uncollected collateral; or
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(B) otherwise to full or limited recourse against the debtor or a secondary obligor

based on the nonpayment or other default of an account debtor or other obligor on the
collateral, and

(2) subsections (b) and (c) do not apply.

Sec. 18. [336.9-208] ADDITIONAL DUTIES OF SECURED PARTY HAV-
ING CONTROL OF COLLATERAL.

(2) APPLICABILITY OF SECTION. This section applies to cases in which
there is no outstanding secured obligation and the the secured party is not committed to
make advances ingur obligations, or qtherw1se give value.

(b) DUTIES OF SECURED PARTY AFTER RECEIVING DEMAND

FROM DEBTOR. Within ten days after receiving an authenticated demand by the
debtor:

(1) a secured party having control of a deposit account under section 336.9-
104(a)(2) shall send to the bank with which the deposit account is maintained an

authenticated statement that releases the bank from any further obhgat1on to comply
with instructions ongmated by the secured pa party,

(2) a secured party having control of a deposit account under section 336.9-
104(a)(3) shall:

(A) pay the debtor the balance él} deposit in the deposit account; or

(B) transfer the balance on deposit into a deposit account in the debtor’s name;,

(3) a secured party, other than a buyer, having control of electronic chattel paper
under section 336.9-105 shall:

(A) communicate the authoritative copy of the electronic chattel paper to the
debtor o or its designated “custodian;

(B) if the debtor designates a custodian that is the designated custodian with

which the authoritative copy of the electronic ch chattel p paper is maintained for the
secured party, commumEz—lfe_ to the custodian an authenticated record releasing the
designated custodian from any further obligation to comply with instructions origi-
nated by the secured party and instructing the custodian to comply with instructions

originated by the debtor; and

(C) take appropriate action to enable the debtor or its designated custodian to
make copies ies of or revisions to the authoritative ¢ copy which add or change an identified
assignee of the “authoritative ¢ copy without the consent of the secured party;

(4) a secured party having control of investment property under section 336.8-
106(d)(2) or 336.9-106(b) shall send to the securities intermediary or commodity

intermediary with which the security entitlement or commodity contract is is maintained
an authenticated record that releases the securities intermediary or commodity
intermediary from any further obligation to comply with entitlement orders or

directions originated by the secured party; and
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(5) a secured party having control of a letter of credit right under section
336.9-107 shall send to each person having an  unfulfilled obligation to pay or-deliver

proceeds of the letter of credit to the secured | party an authenticated release from any
further obhgatlon to pay or deliver pr proceeds of the letter of credit to the secured party.

Sec. 19. [336.9-209] DUTIES OF SECURED PARTY IF ACCOUNT
DEBTOR HAS BEEN NOTIFIED OF ASSIGNMENT.

(a) APPLICABILITY OF SECTION. Except as otherwise provided in subsec-
tion (c), this section applies if:

(1) there is no outstanding secured obligation; and

(2) the secured party is not committed to make advances, incur obligations, or
otherwise give value.

(b) DUTIES OF SECURED PARTY AFTER RECEIVING DEMAND
FROM DEBTOR. Within ten days after receiving an authenticated demand by the

debtor, a secured party shall send to an account debtor tt that has received notification of of
an assignment to the secured party as assignee under section 336.9-406(a) an
authenticated record that releases the account debtor from any further obligation to the

secured party. T

ass1gnment constituting the sale of an account, chattel paper, or payment intangible.

Sec. 20. [336.9-210] REQUEST FOR ACCOUNTING; REQUEST RE-
GARDING LIST OF COLLATERAL OR STATEMENT OF ACCOUNT.

(a) DEFINITIONS. In this section:

(1) “Request” means a record of a type described in paragraph (2), (3), or (D).

(2) “Request for an accounting” means a record authenticated by a debtor
requesting that the remplent provide an accountmg of the unpaid obhgatlons secured
by collateral a and reasonably 1dent1fy1ng the transact1on or relationship that is the
subject of the request.

debtor requesting that the recipient approve or correct a list of what the debtor believes
to be the collateral sec securing an obligation and reasonably 1dent1fymg the transaction or
relationship that is the subject of the request.

(4) “Request regarding a statement of account” means a record authenticated by
a debtor requesting that the re01plent approve or correct a statement indicating what the
debtor beheves to be the ag aggregate amount of unpald obhgatlons secured by collateral

the subject of the 1equest

(b) DUTY TO RESPOND TO REQUESTS. Subject to subsections (c), @, (&),
and (f), a secured party, other than a buyer of accounts, chattel paper, payment
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intangibles, or promissory notes or a consignor, shall comply with a request within 14
days after receipt:

(1) in the case of a request for an accounting, by authenticating and sending to the

debtor a an accounting; and

(2) in the case of a request regardmg a list of collateral or a request regarding a

statement of account, by authenticating and sending to the . debtor an approval or
correction.

(c) REQUEST REGARDING LIST OF COLLATERAL; STATEMENT
CONCERNING TYPE OF COLLATERAL. A secured party that claims a security
interest in all of a part1cu1ar type of collateral owned by the debtor may comply with

including a statement to that effect within 14 days after recelpt

(d) REQUEST REGARDING LIST OF COLLATERAL; NO INTEREST
CLAIMED. A person that receives a request regarding a list of collateral, claims no

interest in the collateral when it receives the request, and claimed an interest in the
collateral at an earlier time shall comply with the request within 14 days after recelpt

by sending - to the debtor an authenticated record:

(1) dlsclalmmg any interest in the coliateral; and

(2) if known to the recipient, providing the name and mailing address of any

assignee of or successor to the recipient’s interest in the collateral.

(e) REQUEST FOR ACCOUNTING OR REGARDING STATEMENT OF
ACCOUNT; NO INTEREST IN OBLIGATION CLAIMED. A person that receives
a request for an accounting or a request regarding a statement of account, claims no
interest in the obhgatlons when it receives the request, and claimed an interest in the
obligations at at an earlier time shall comply with the request within 14 days after recelpt
by sending to the debtor an an authenticated record:

(1) disclaiming any interest in the obligations; and

(2) if known to the recipient, providing the name and mailing address of any

assignee of or successor to the recipient’s interest in the obligations.

. () CHARGES FOR RESPONSES. A debtor is entitled without charge to one
response to a request under this section during any six-month period. The secured party
may require > payment of a charge not exceeding $25 for each additional response.

Part 3
PERFECTION AND PRIORITY

SUBPART 1. LAW GOVERNING PERFECTION AND PRIORITY

Sec. 21. [336.9-301] LAW GOVERNING PERFECTION AND PRIORITY
OF SECURITY INTERESTS.
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Except as otherwise provided in sections 336.9-303 through 336.9-306, the
following rules determine the law governing petfection, the effect of perfection or

nonperfection, and the priority of a security interest in collateral;

(1) Except as otherwise provided in this section, while a debtor is located in a
Jurlsdlctlon, the " Tocal law of that jurisdiction governs perfection, the effect of

perfection or nonperfectlon, and the priority of a security interest in collateral.

(2) While collateral is located in a jurisdiction, the local law of that jurisdiction

governs perfection, the effect of perfect1on or nonperfection, and the priority of a

possessory security interest in that collateral.

(3) Except as otherwise provided in paragraph (4), while negotiable documents,
goods, instruments, money, -or tangible chattel paper is located in a jurisdiction, the
local law of that jurisdiction governs:

(A) perfection of a security interest in the goods by filing a fixture filing;

(B) perfection of a security interest in timber to be cut; and |

(C) the effect of perfection or nonperfection and the priority of a nonpossessory
security interest in the collateral,

(4) The local law of the jurisdiction i 1n which the wellhead or mmehead is located

security interest 1n as-extracted collateral.

Sec. 22. [336.9-302] LAW GOVERNING PERFECTION AND PRIORITY
OF AGRICULTURAL LIENS.

While farm products are located in a jurisdiction, the local law of that jurisdiction |

governs perfectlon, the effect of perfectlon or nonperfection, and the priority of an
agricultural lien on the farm products.

Sec, 23. [336.9-303] LAW GOVERNING PERFECTION AND PRIORITY
OF SECURITY INTERESTS IN GOODS COVERED BY A CERTIFICATE OF
TITLE.

(a) APPLICABILITY OF SECTION ThlS sectlon applies to goods covered by

(b) WHEN GOODS COVERED BY CERTIFICATE OF TITLE. Goods
become covered by a certificate of title when a valid apphcatlon for the certificate of of

covered subsequently by a certlﬁcate o_f @ issued lﬂ another jurisdiction.
(c) ‘APPLICABLE LAW. The local law of the jurisdiction under whose

certificate of title the goods are covered governs perfection, the effect of perfection or

nonperfection, and the priority of a security interest in goods covered by a certificate
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goods cease to be covered by the certificate of title.

Sec. 24. [336.9-304] LAW GOVERNING PERFECTION AND PRIORITY
OF SECURITY INTERESTS IN DEPOSIT ACCOUNTS.

(a) LAW OF BANK’S JURISDICTION GOVERNS The local law of a bank’s

jurisdiction governs perfection, the effect of perfection or nonperfection, and the
priority of a security interest in a depos1t account maintained with that bank.

(b) BANK’S JURISDICTION. The following rules determine a bank’s jurisdic-
tion for purposes of this part:

(1) If an agreement between the bank and the debtor governing the deposit
account expressly provides that a paltlcular Junsdlctlon is the bank’s Junsdwtlon for
purposes of this part, this “article, or this chapter, that ]unsdlcuon is the bank’s

jurisdiction.

(2) If paragraph (1) does not apply and an agreement between the bank and its

customer governing the deposit account expressly provides that the agreement is

governed by the law of a particular jurisdiction, that jurisdiction is the bank’s

jurisdiction,

(3) ¥ neither paragraph (1) nor paragraph (2) applies and an agreement between
the bank a and its customer governing the dep051t account expressly provides “that the
depos1t account is maintained at an office i in a particular jurisdiction, that jurisdiction
is the bank’s jurisdiction.

(4) If none of the preceding paragraphs applies, the bank’s jurisdiction is the

jurisdiction in which the office identified in an account statement as the office servmg
the customer’s account i is located.

(5) If none of the precedmg paragraphs applies, the bank’s ]unsdlctlon is the

Sec. 25. [336.9-305] LAW GOVERNING PERFECTION AND PRIORITY
OF SECURITY INTERESTS IN INVESTMENT PROPERTY.

(2) GOVERNING LAW: GENERAL RULES. Except as otherw1se provided in
subsection (c), the following rules apply:

(1) While a security certificate is located in a jurisdiction, the local law of that

jurisdiction governs perfection, the effect of perfection or nonperfection, and the
priority of a security interest in the certificated security represented thereby

(2) The local law of the issuer’s _]llI'ISdlCthIl as spec1ﬁed in section 336 8- 110(d)

security interest m an n uncertificated secunty

(3) The local law of the securities intermediary’s jurisdiction as specified in

section 336.8-110(e); governs perfection, the effect of perfection or nonperfection, and
th_e priority o_f a security interest in a secuuty entitlement or securities account,
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(4) The local law of the commodity intermediary’s jurisdiction governs perfec-

tion, the effect of perfection or nonperfection, and the priority of a security interest in
a commodity contract or commodity account.

(b) COMMODITY INTERMEDIARY’S JURISDICTION. The following
rules determine a commodity intermediary’s jurisdiction for purposes of this part:

(1) ¥ an agreement between the commodity intermediary and commodity
customer ¢ governing the commodity “account expressly provides that a patticular
jurisdiction is the commodlty intermediary’s jurisdiction for purposes 9_f _th_ls part, this
article, or @Eapter, that jurisdiction is the commodity intermediary’s jurisdiction.

intermediary and commodxty customer governing the commodity account expressly
p10v1des that the agreement 1s governed by the law of a pautlcular jurisdiction, that

the commodity 1nte1med1a1y and comimodity “customer. govemmg the commodity
account expressly provides. that the commodity account is maintained at an office in a
particular jurisdiction, that _]UI‘ISdICtlon 18 the commodlty 1ntermed1ary S ]uuSdlCthl’l

Jurisdiction is the jurisdiction in which the office identified in an account statement as
the office serving the commochty customer’s account is Jocated.

Jurisdiction is the JUIISdlCthIl in which @g chief executive office of th_e commodity
intermediary is located.

(c) WHEN PERFECTION GOVERNED BY LAW OF JURISDICTION
WHERE DEBTOR LOCATED. The local law of the jurisdiction in which the debtor
is located governs:

(1) petfection of a security interest in investment property by filing;

(2) automatic perfection of a security interest in investment property created bya
broker or securities intermediary; and

(3) auntomatic perfection of a security interest in a commuodity contract or
commodity account created by a commodity intermediary,

Sec. 26. [336.9-306] LAW GOVERNING PERFECTION AND PRIORITY
OF SECURITY INTERESTS IN LETTER OF CREDIT RIGHTS.

(@) GOVERNING LAW: ISSUER’S OR NOMINATED PERSON’S JURIS-
DICTION. Subject to subsection (c), the local law of the issuer’s jurisdiction or a
nominated person’s jurisdiction governs perfection, the effect of perfection or
nonperfection, and the priority of a security interest i_ng_letter of credit right if the
issuer’s jurisdiction or nominated person’s jurisdicGon isa state. -
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(b) ISSUER’S OR NOMINATED PERSON’S JURISDICTION. For purposes
of thi—s?)art an issuer’s jurisdiction or nominated person’s jurisdiction is the jurisdiction
whose law governs the liability of the issuer or nominated person w1th respect to the
letter of credit nght as provxded in “section 336.5-116,

security interest- that is perfected only under sectlon 336.9-308(d).
Sec. 27. [336.9-307] LOCATION OF DEBTOR.

(a2) PLACE OF BUSINESS. In this section, “place of business” means a place
where a a debtor conducts its affairs.

(b) DEBTOR’S LOCATION: GENERAL RULES. Except as otherw1se pro-
vided i in this section, the following rules determine a debtor’s location:

(1) A debtor who is an individual is located at the individual’s prmmpal residence.

located at its chief executive office.

(c) LIMITATION OF APPLICABILITY OF SUBSECTION (B). Subsection
(b) apphes gnl_y if a debtor’s residence, place of business, or chief executive office, as
applicable, is located in a jurisdiction whose law generally requires information
concerning the existence of a nonpossessory secunty interest to be made generally
available in a ﬁlmg, recordmg, or registration system as a condition or result of the
security interest’s obtaining pnonty over the rights of a hﬂ creditor with respect to 'to the

collateral, If subsection (b) does not apply, the debtor is located in th_e District glf
Columbia.

(d) CONTINUATION OF LOCATION CESSATION OF EXISTENCE

contmues to be located i in the Junsdlctlon specified by subsectlons (b) and (c).

(e) LOCATION OF REGISTERED ORGANIZATION ORGANIZED UN-

1s located in that state,

(f) LOCATION OF REGISTERED ORGANIZATION ORGANIZED UN-
DER FEDERAL LAW, BANK BRAN CHES AND AGENCIES Except as other-

a state o_f location;
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(2) in the state that the registered organization, branch, or agency designates, if the

law of the United States authorizes the registered 01gamzat10n branch, or agency to
demgnate its state of location; or

(3) in the District of Columbia, E neither patagraph (1) nor paragraph (2) applies.

(g) CONTINUATION OF LOCATION: CHANGE IN STATUS OF REGIS-
TERED ORGANIZATION. A registered organization continues to be located in the
jurisdiction specified by subsection (e) or (f) notwithstanding:

(1) the suspension, revocation, forfeiture, or lapse of the registered organization’s
status as such in its _]LlrlSdlCtlon of 01gamzat10n or

(2) the dissolution, winding up, or cancellation of the existence of the registered
organization,

(h) LOCATION OF UNITED STATES. The United States is located i in the
District of Columbia,

(i) LOCATION OF FOREIGN BANK BRANCH OR AGENCY IF LI
CENSED IN ONLY ONE STATE. A b1anch or agency of a bank that is not organized

or agency is licensed, if all branches and agencies of the bank are licensed in only one
state.

() LOCATION OF FOREIGN AIR CARRIER. A foreign air carrier under the
Federal Av1at10n Act of 1958, as amended, is located at the designated ofﬁce of the

purposes o_f this part.

SUBPART 2. PERFECTION

Sec. 28. [336.9-308] WHEN SECURITY INTEREST OR AGRICULTURAL
LIEN IS PERFECTED; CONTINUITY OF PERFECTION,

(2) PERFECTION OF SECURITY INTEREST. Except as otherwxse provided
in this section and section 336.9-309, a security interest is perfected if it has attached
and all of the applicable requirements for perfection in | sections 336.9-310 through
336.9-316 have been satisfied. A security ty interest is perfected when it attaches if the

applicable requirements are satisfied before the security interest attaches.
®) PERFECTION Oor AGRICULTURAL LIEN An agricultural hen is

becomes effectlve if the applicable requ1rements are satisfied ed before the agricultural
lien becomes effective.

(c) CONTINUOUS PERFECTION; PERFECTION BY DIFFERENT
METHODS. A security interest or agricultural lien is perfected continuously if it is

originally perfected by one method under this article and is later perfected by another
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method under this article, without an intermediate period when it was unperfected.

@ SUPPORTING OBLIGATION. Perfection of a security interest in collateral
also perfects a security interest in a supporting obhgatlon for the collateral.

(e) LIEN SECURING RIGHT-TO-PAYMENT. Perfection of a security interest
in a Tight-to-payment or performance also petfects a security interest in a security
interest, mortgage, or other lien on personal or real property securing th_g right.

(f) SECURITY ENTITLEMENT CARRIED IN SECURITIES ACCOUNT.
Perfection of a security interest in a securities account also perfects a security interest
in the security entitlements cam?d_i_n the securities account.

(g) COMMODITY CONTRACT CARRIED IN COMMODITY ACCOUNT.
Perfection of a security interest in a commodity account also perfects a security interest
in the commodity contracts carried in the commodity account.

Sec. 29. [336.9-309] SECURITY INTEREST PERFECTED UPON AT-
TACHMENT. Thie following security intetests are perfected when they attach:

(1) a purchase-money secunty interest in consumer goods, except as otherw1se

in conjuncuon with other as31gnments to the same assignee transfer a a significant part
of the assignor’s outstanding accounts or payment intangibles;

(3) a sale of a payment intangible;

(4) a sale of a promissory note; >

(5) a security interest created by the assignment of a health-care-insurance
receivable to the provider of the health-care goods or services;

(6) a security interest arising under section 336.2-401, 336.2-505, 336.2-711(3),
or 336.2A-508(5), until the debtor obtains possession of the collateral;

(7) a security interest of a collecting bank arising under section 336.4-210;

(8) a security interest of an issuer or nominated person arising under section
336.5-118;

(9) a security interest arising in the delivery of a financial asset under section
336.9-206(c);

(10) a security interest in investment property created by a broker or securities
1ntermed1ary,

(11) a security interest in a commodity contract or a commodity account created
by a commodity intermediary;

(12) an assignment for the benefit of all creditors of the transferor and subsequent
transfers by the assignee > thereunder; and
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(13) a security interest created by an assignment of a beneficial interest in a
decedent’s estate.

Sec. 30. [336.9-310] WHEN FILING REQUIRED TO PERFECT SECU-
RITY INTEREST OR AGRICULTURAL LIEN; SECURITY INTERESTS AND
AGRICULTURAL LIENS TO WHICH FILING PROVISIONS DO NOT APPLY.

(a) GENERAL RULE: PERFECTION BY FILING. Except as otherwise
provided g subsection ®) a_n_q section 336.9-312(b), a financing statement must be
filed to perfect all security interests and agricultural liens.

(b) EXCEPTIONS: FILING NOT NECESSARY. The filing of a financing
statement 1s hot necessary to perfect a security interest:

Q t_h__a_t is perfected under section 336.9-308(d), (_e)_, Q or (_g_)_,
(2) that is perfected under section 336.9-309 when it attaches;

(3) in propetty subject to a statute, regulation, or treaty described in section
336.9-311(a);

(4) in goods in possession of a bailee which is perfected under section
336.9-312(d)(1) or (2),

(5) i certificated securities, documents, goods, or instruments which i is perfected
without filing or possession under section 336.9- 312(e), ®), or (9);

(6) in collateral in the secured party’s possession under section 336.9-313;

(7) in a certificated security which is perfected by delivery of the security

certificate to the secured party under section 336.9-313;

(8) in deposit accounts, electronic chattel paper, investment property, or letter of
credit tights which i is perfected by control under section 336.9-314;

(9) in proceeds which is perfected under section 336.9-315; or
(10) that is perfected under section 336.9-316.

(c) ASSIGNMENT OF PERFECTED SECURITY INTEREST. If a secured
party assigns a petfected security interest or agricultural lien, a filing under this article
is not required to continue the perfected status of the security interest against creditors
of and transferees from the or original debtor.

Sec. 31. [336.9-311] PERFECTION OF SECURITY INTERESTS IN PROP-
ERTY SUBJECT TO CERTAIN STATUTES, REGULATIONS, AND TREA-
TIES.

(a) SECURITY INTEREST SUBJECT TO OTHER LAW. Except as other-
wise prov1ded in subsection (d), the filing of a financing statement is not necessary or
effective to perfect a security interest in property subject to:

(1) a statute, regulation, or treaty of the United States whose requirements for a
security interest’s obtaining pnouty over t_h_q rights of a lien creditor with respect to the
property preempt section 336.9-310(a);
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(2) sectlona 86B 820 to 86B.920 and 168A.01 to 168A 31 but durmg any penod

interest i in the collateral created by the person as a debtor, or sections 300 0.11 to to
300,115; or

(3) a certificate-of-title statute of another jurisdiction which provides for a
security interest to be indicated on the certificate as a condition or result of the security
interest’s obtalmng priority over ‘the rights of a hen creditor with respect to the

property. -
(b) COMPLIANCE WITH OTHER LAW. Compiiance with the requirements

of a statute, regulation, or treaty described in subsection (a) for obtaining priority over
the rlghts of alien credltor is equlvalent to the ﬁhng ofa financing statement under this this

possession o_f the collateral.

(c) DURATION AND RENEWAL OF PERFECTION. Except as otherwise
provided in subsection (d) and section 336.9-316(d) and (e), duration ana—renewal of
perfection gf a security interest perfected by compliance with the re requirements
prescribed by a statute, regulation, or treaty described in subsection (a) are governed

by the statute, ‘regulation, or treaty. In other respects, the security interest is is subject to
thlS article.

(d) INAPPLICABILITY TO CERTAIN INVENTORY. During any period in
which collateral subject to a statute specified in subsection (a)(2) is mventory held for

Sec. 32. [336.9-312] PERFECTION OF SECURITY INTERESTS IN CHAT-
TEL PAPER, DEPOSIT ACCOUNTS, DOCUMENTS, GOODS COVERED BY
DOCUMENTS, INSTRUMENTS, INVESTMENT PROPERTY, LETTER OF
CREDIT RIGHTS, AND MONEY; PERFECTION BY PERMISSIVE FILING;
TEMPORARY PERFECTION WITHOUT FILING OR TRANSFER OF POS-
SESSION.

(a) PERFECTION BY FILING PERMITTED. A security interest in chattel
paper, negotiable documents, instruments, or investment property may be perfected by
filing. '

(b) CONTROL OR POSSESSION OF CERTAIN COLLATERAL. Except as
otherwise provided in section 336.9-315(0) and (d) for proceeds:

section on 336.9-314;

New language is indicated by underline, deletions by strikeout:

Copyright © 2000 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




603 LAWS of MINNESOTA for 2000 Ch. 399, Art. 1

(2) and except as otherwise provided in section 336.9-308(d), a security interest
in a letter of credit ught may be perfected only by control under section 336.9-314; and

taking p possess1on under section 336.9-313,

(c) GOODS COVERED BY NEGOTIABLE DOCUMENT. While goods are
in the possession of a bailee that has issued a negotiable document covering the goods:

(1) a security interest in the goods may be perfected by perfecting a security
interest in the document; and

(2) a security interest perfected in the document has priority over any security
interest that becomes perfected in the goods by another method durmg that time.

(d) GOODS COVERED BY NONNEGOTIABLE DOCUMENT. While goods
arein the possession of a bailee that has issued a nonnegotiable document covering the
goods, a a security interest in the goods may be perfected by:

(1) issuance of a document in the name of the secured party;

(2) the bailee’s receipt of notification of the secured party’s interest; or

(3) filing as to the goods.

(e) TEMPORARY PERFECTION: NEW VALUE. A security interest in
certificated securities, negotiable documents, or instruments is perfected without fil ﬁlmg
or the takmg of possess1on for a period of 20 days from the time 1t attaches to the extent

® TEMPORARY PERI‘ECTION° GOODS OR DOCUMENTS MADE
AVAILABLE TO DEBTOR. A A perfected security interest in a negotiable document or
goods in possession of a bailee, other than one that has issued a negotiable document

for the “goods, remains perfected for 20 days without fil filing if the secured party makes

available to the debtor the goods or documents representing the goods for the purpose
of:

@ TEMPORARY PERI‘ECTION. DELIVERY OF SECURITY CERTIFI-
CATE OR INSTRUMENT TO DEBTOR A perfected secunty 1nterest in a

secured party delivers the security certlﬁcate or instrument to the debtor for the purpose
of:

(1) ultimate sale or exchange; or

(2) presentation, collection, enforcement, renewal, or registration of transfer,
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(h) EXPIRATION OF TEMPORARY PERFECTION. After the 20-day period
specified in subsection (e), (f), or (g) expires, perfection depends upon compliance with
this article.

Sec. 33. [336.9-313] WHEN POSSESSION BY OR DELIVERY TO SE-
CURED PARTY PERFECTS SECURITY INTEREST WITHOUT FILING.

(2) PERFECTION BY POSSESSION OR DELIVERY. Except as otherwise
provided in subsection (b), a secured party may perfect a security interest in negotlable
documents, goods, instruments, money, or tangible chattel paper by takmg possession
of the collateral. A secured party may perfect a security interest in certificated securities
by takmg dehvery of the certificated securities under section 336.8-301.

(b) GOODS COVERED BY CERTIFICATE OF TITLE. With respect to
goods covered by a certlﬁcate of title 1ssued by this state, a secured party 1 may perfect

circumstances described in section 336.9- 316(e).

(c) COLLATERAL IN POSSESSION OF PERSON OTHER THAN
DEBTOR. With respect to collateral other than certificated securities and goods
covered by a » document, a secured party takes possession of collateral in the possession
of a person “other than the debtor, the secured party, ora , lessee of the collateral from

the debtor in the ordinary course of the debtor’s busmess when:

(1) the person in possession authenticates a record acknowledging that it holds
possession of the collateral for the secured party’s benefit; or

(2) the person takes possess1on of the collateral after having authenticated a
record acknowledging that it will hold possession of coliateral for the secured party’s
benefit.

(d) TIME OF PERFECTION BY POSSESSION; CONTINUATION OF
PERFECTION. If perfection of a security interest depends upon possession of the
collateral by a secured party, perfectlon occurs no earlier than the time the secured

party takes possession and continues only while the secured party retains possession.

(e) TIME OF PERFECTION BY DELIVERY; CONTINUATION OF PER-
FECTION. A security interest in a certificated security in registered form is perfected
by delivery when delivery of the certificated security occurs under section 336.8-301
and remains perfected by dehvery until the debtor obtains possession of the security
certificate. o T T

3] ACKNOWLEDGMENT NOT REQUIRED. A person in possession of
collateral i is not required to acknowledge that it holds possession for a ‘a secured party s
benefit.

(g) EFFECTIVENESS OF ACKNOWLEDGMENT NO DUTIES OR CON-

party’s beneﬁt
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(1) the acknowledgment i is effective under subsection (c) or section 336.8-301(a),
even if the acknowledgment violates the rights of a debior; and

(2) unless the person otherwise agrees or law other than this altlcle otherw1se

confirm the e acknowledgment to another person.

(h) SECURED PARTY’S DELIVERY TO PERSON OTHER THAN
DEBTOR. A secured party having possession of collateral does not relinguish

possession by dellvenng the collate1a1 to a person other than the debtor or a lessee of

person was instructed before the dehvery oris instructed contemporaneously w1th the
dehvery

(1) to hold possession of the collateral for the secured party’s benefit; or

(2) to redeliver the collateral to the secured party.
(1) EFFECT OF DELIVERY UNDER SUBSECTION (H), NO DUTIES OR

Sec. 34, [336.9-314] PERFECTION-BY CONTROL.

(a) PERFECTION BY CONTROL. A security interest in investment property,
deposit accounts, letter of credit rights, or electronic chattel paper may be perfected by
conirol of the collateral under section 336.9-104, 336.9- 105, 336.9-106, ¢ or 336.9-107.

(b) SPECIFIED COLLATERAL: TIME OF PERFECTION BY CONTROL;
CONTINUATION OF PERFECTION. A security interest in deposit accounts,
electronic chattel paper, or letter of credit nghts is perfected by control under section
336.9-104, 336.9-105, or 336.9- ~107 when the “secured party obtains control and
remains petfected by control only while the secured party retains control.

(c) INVESTMENT PROPERTY: TIME OF PERFECTION BY CONTROL;
CONTINUATION OF PERFECTION. A security interest in investment property is
perfected by control under section 336.9- 106 from the time the secured party obtains
control and remains perfected by control until:

(1) the secured party does not have control; and

(A) if the collateral is a certificated security, the debtor has or acquires possession
of the securlty certlﬁcate

(B) if the collateral is an uncertificated security, the issuer has registered or
registers the debtor as the 1eglstexed owner; or
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(C) if the collateral is a security entitlement, the debtor is or becomes the

entitlement holder.

Sec. 35. [336.9-315] SECURED PARTY’S RIGHTS ON DISPOSITION OF
COLLATERAL AND IN PROCEEDS

(a) DISPOSITION OF COLLATERAL: CONTINUATION OF SECURITY
INTEREST OR AGRICULTURAL LIEN; PROCEEDS. Except as otherwise
provided in this article and in section 336.2-403(2): |

(1) a security interest or agticultural lien continues in collateral notwithstanding
sale, lease, license, exchange, or other dlSpOSlthn thereof unless the secured party
authorized the disposition free of the security interest or agricultural 1i lien; and

[©)] a security interest attaches to any identifiable proceeds of collateral.

(b) WHEN COMMINGLED PROCEEDS IDENTIFIABLE. Proceeds that are
commingled with other property are identifiable proceeds:

(1) if the proceeds are goods, to the extent provided by section 336.9-336; and

(2) if the proceeds are not goods, to the extent that the secured party identifies the

proceeds by a method of tracing, including application of equitable principles, t_l&t is

perrmtted under law other than this article with respect to 0 commingled property of the
type involved.

(c) PERFECTION OF SECURITY INTEREST IN PROCEEDS. A security
interest in proceeds is a perfected security interest if the security interest in the original
collateral was perfected.

(d) CONTINUATION OF PERFECTION. A perfected secunty interest in

‘proceeds unless:

(1) the following conditions are satisfied:

(A) a filed financing statement covers the original collateral;

(B) the proceeds are collateral in which a security interest may be perfected by
filing in in the office in which the financing statement has been ﬁled and

(C) the proceeds are not acquired with cash proceeds;

- (2) the proceeds are identifiable cash proceeds; or

(3) the security interest in the proceeds is perfected other than under subsection
© when th the security interest t attaches to the ‘proceeds or within 20 20 days thereafter.

(¢) WHEN PERFECTED SECURITY INTEREST IN PROCEEDS BE-
COMES UNPERFECTED. If a filed financing statement covers the original

collateral, a security interest in proceeds which remains perfected under subsection
(d)(1) becomes unperfected at the later of:

(1) when the effectiveness of the filed financing statement lapses under section

336.9-515 or is s terminated under section 336.9-513; or
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(2) the 21st day after the security interest attaches to the progeeds.

Sec. 36. [336.9-316] CONTINUED PERFECTION OF SECURITY INTER-
EST FOLLOWING CHANGE IN GOVERNING LAW.

(a) GENERAL RULE: EFFECT ON PERFECTION OF CHANGE IN
GOVERNING LAW. A security interest perfected pursuant t_o the law of the

jurisdiction designated in 1 section 336.9-301(1) or 336.9-305(c) remains perfected until
the earliest of:

(1) the time perfectlon would have ceased under the law of that _]unsdlctlon,

becomes a debtor and is located in another jurisdiction.

(b) SECURITY INTEREST PERFECTED OR UNPERFECTED UNDER
LAW OF NEW JURISDICTION, If a security interest described in subsection (@)
becomes perfected under the law of the other jurisdiction before the earliest time or
event described in that subsecTon_, it remains perfected thereafter, If the secunty
interest does not become perfected under the law of the other jurisdiction before the

earliest tlme or event it becomes unperfected and is deemed never to have been

© POSSESSORY SECURITY INTEREST IN COLLATERAL MOVED TO
NEW JURISDICTION. A possessory security interest in collateral, other than goods
covered by a certificate of ti title and as-extracted collateral consisting of goods, remains
continuously perfected 1f T

(1) the collatera] is located in one jurisdiction and subject to a security interest
perfected under the law of that Junsdlctlon,

(2) thereafter the collateral is brought into another jurisdiction; and

(3) upon entry mto the other _]uusdlctlon, the security interest is perfected under

(d) GOODS COVERED BY CERTIFICATE OF TITLE FROM THIS
STATE. Except as otherwise provided i in subsection (e), a security interest in goods
covered by a certlﬁcate of title which is perfected by any method under the law of

(e) WHEN SUBSECTION (D) SECURITY INTEREST BECOMES UNPER-
FECTED AGAINST PURCHASERS. A security intérest described in subsection @
becomes unperfected as against a purchaser of the goods for value and is deemed never
to have been perfected as against a purchaser of the goods for value 1f the applicable
requlrements for pe1fect1on under section 336.9- 311(b) or 336.9-313 ai are not satisfied
before the earller of:
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(1) the time the security interest would have become unperfected under the law of

the other jurisdiction had the goods not become covered by a certificate of title from
this state; or

(2) the expiration of four months after the goods had become so covered.

() CHANGE IN JURISDICTION OF BANK, ISSUER, NOMINATED
PERSON, SECURITIES INTERMEDIARY, OR COMMODITY INTERMEDI-
ARY. A security interest in deposit accounts, letier of credit rights, or investment
property which is perfected under the law of the bank’s Jumsd1ct10n, the issuer’s

jurisdiction, a nominated person’s jurisdiction, the securities intermediary’s jurisdic-
tion, or the commodity mtermedlary s jurisdiction, as applicable, remains perfected

untit the earher of

(1) the time the security interest wou]d have become unperfected under the law of

that jurisdiction; or

(2) the expiration of four months after a change of the applicable jurisdiction to
another jurisdiction.

(2) SUBSECTION (F) SECURITY INTEREST PERFECTED OR UNPER-
FECTED UNDER LAW OF NEW JURISDICTION. If a security interest described
in subsection (f) becomes perfected under the law of th_e other jurisdiction before the

earlier of the time or the end of the period described in that subsection, it remains
perfected thereafter If the secunty 1nterest does not become perfected under ‘the law of

collateral for value.

SUBPART 3. PRIORITY

Sec. 37. [336.9-317] INTERESTS THAT TAKE PRIORITY OVER OR
TAKE FREE OF SECURITY INTEREST OR AGRICULTURAL LIEN.

(a) CONFLICTING SECURITY INTERESTS AND RIGHTS OF LIEN
CREDITORS. A security interest or agricultural Jien is subordinate to the rights of:

(1) a person entitled to priority under section 336.9-322; and

(2) except as otherwise provided i in subsection (€), a person that becomes a hen
creditor before the earlier of the time:

(A) the security interest or agricultural lien is perfected; or

(B) one of the conditions specified in section 336.9-203(b)(3) is met

and a financing statement covering the collateral is filed.

(b) BUYERS THAT RECEIVE DELIVERY. Except as otherWISe provided in
subsection (e), a buyer, other- than a secured party, of tangible chattel paper, documents

goods, mstruments,
agticultural lien if the buyer gives value and receives delivery of the collateral without
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knowledge of the security interest or agricultural lien and before it is perfected.

(c) LESSEES THAT RECELVE DELIVERY. Except as otherwise provided in
subsection (e), a lessee of goods takes free o_f a security interest or agricultural lien if

the lessee gives s value and receives delivery of the collateral without knowledge of the
security interest or agricultural lien and before it it is perfected.

(d) LICENSEES AND BUYERS OF CERTAIN COLLATERAL. A licensee of
a general intangible or a buyer, other than a secured party, of accounts, electronic

chattel paper, general intangibles, or investment property other than a certificated
security takes free of a security interest if the licensee or buyer g1ves yalue without

knowledge of of the security 1ntelest and before it is perfected.

(e) PURCHASE-MONEY SECURITY INTEREST. Except as otherwise pro-
vided in in sections 336.9-320 and 336.9-321, if a person files a financing statement with
respect to a purchase-money security interest before or ‘within 20 days after the debtor

receives delivery of the collateral, the security interest st takes priority over the rights of
a buyer, lessee, 01 or lien 01ed1t01 which arise between the time the sect secunty interest

Sec. 38, [336.9-318] NO INTEREST RETAINED IN RIGHT TO PAYMENT
THAT IS SOLD; RIGHTS AND TITLE OF SELLER OF ACCOUNT OR
CHATTEL PAPER WITH RESPECT TO CREDITORS AND PURCHASERS.

@ SELLER RETAINS NO INTEREST A debtor that has sold an account,

(b) DEEMED RIGHTS OF DEBTOR IF BUYER’S SECURITY INTEREST
UNPERFECTED. For purposes of determining the rights of creditors of, and
purchasers for value of of an account or chattel paper from, a debtor that has sold an
account or chattel paper, whlle the buyer’s secuuty interest 1s unperfected the debtor

debtor sold.

Sec. 39. [336.9-319] RIGHTS AND TITLE OF CONSIGNEE WITH RE-
SPECT TO CREDITORS AND PURCHASERS.

(a) CONSIGNEE HAS CONSIGNOR’S RIGHTS. Except as otherwise pro-
vided in subsection (b), for purposes of determining the rights of creditors of, and
purchasers for value of goods from, a consignee, while the goods iaE in the possessmn

of the consignee, the consignee is deemed to have rights an and title to the goods identical
to those the consignor had or had power to transfer.

() APPLICABILITY OF OTHER LAW. For purposes of determining the
rights of a creditor of a consignee, law other than thls article determines the rights and
title gf a cons1gnee “while goods are in the con51gnee s possession if, under this part, a a

perfected security interest held b_y @ consignor would have priority over the rights of
the creditor.
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Sec. 40. [336.9-320] BUYER OF GOODS.

(2) BUYER IN ORDINARY COURSE OF BUSINESS. Except as otherwise
provrded in subsection (e), a buyer in ordinary course of business, other than a person
buying farm products from a person engaged i in farming operations, takes free of a

security interest created by the buyer’s seller, even if the security interest is perfected

and the buyer knows of its existence.

(b) BUYER OF CONSUMER GOODS. Except as otherwise provided in
subsectlon (e), a buyer of goods from a person who used or r bought the goods for use

even if perfected if grg buyer buys:

(1) without knowledge: of the security interest;

(2) for value,

(3) primarily for @ buyer’s personal, family, or household purposes; and

(4) before the filing of a financing statement covering the goods.

(c) EFFECTIVENESS OF FILING FOR SUBSECTION (B). To the extent
that it affects the priority of a security interest over a buyer of goods under subsection
(b) the perrod of effectiveness of a filing made in the jurisdiction i in which the seller
is is Tocated i is governed by section 336.9-316(a) and ®).

(d) BUYER IN ORDINARY COURSE OF BUSINESS AT WELLHEAD OR
MINEHEAD. A buyer in ordinary course of busmess buying oil, gas, or other minerals

an encumbrance

(e) POSSESSORY SECURITY INTEREST NOT AFFECTED. Subsections
(a) and (b) do not affect a security interest in goods in the possession of the secured

party under section 336. 9-313.

Sec. 41. [336.9-321] LICENSEE OF GENERAL INTANGIBLE AND LES-
SEE OF GOODS IN ORDINARY COURSE OF BUSINESS.

(a) LICENSEE IN ORDINARY COURSE OF BUSINESS. In this section,
“licensee in ordinary course of business” means a person that becomes a licensee of a
general intangible i in good faith, w1thout knowledge that the license violates the rights

in the business of licensing general 1ntang1b1es of that kind. A person becomes a
Ticensee 1 in the ordinary course if the license to the person comports with the usual or
customary pract1ces in the kind of business i in ‘which the licensor is engaged or or w1th the

Ticensor’s own usual or customary practices.

(b) RIGHTS OF LICENSEE IN ORDINARY COURSE OF BUSINESS. A
licensee in ordinary course of business takes its rights under a nonexclusive license
free of a security interest in the general intangible created by the licensor, even if the

security interest is perfected and the licensee knows of its existence.

(c) RIGHTS OF LESSEE IN ORDINARY COURSE OF BUSINESS A lessee
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the goods created by the lessor, even if the security interest is perfected and the lessee

knows of its existence.

Sec. 42. [336.9-322] PRIORITIES AMONG CONFLICTING SECURITY
INTERESTS IN AND AGRICULTURAL LIENS ON SAME COLLATERAL.

(a) GENERAL PRIORITY RULES Except as otherwise provided in this
section, priority among conflicting security interests and agricultural liens in t_tle_; same
collateral is determined according to the following rules:

( 1) Conﬂlctmg perfected secunty mterests and agucultul al hens rank accordlng to

covering the collateral is ﬁrst made or the security interest or agricultural lien s first
perfected, , if there is no peuod thereafter when there i is neither filing nor perfectlon

(2) A perfected security interest or agricultural lien has priority over a conflicting
unperfected security interest or agucultmal lien,

(3) The first security interest or agricultural lien to attach or become effective has
priority if conflicting security interests and agricultural liens are unperfected.

(b) TIME OF PERFECTION: PROCEEDS AND SUPPORTING OBLIGA-
TIONS. For the purposes of subsection (a)(1):

(1) the time of filing or perfection as to a security interest in collateral is also the
time of ﬁlmg or pelfectlon astoa secuuty interest in proceeds, and

(2) the tlme of ﬁlmg or perfect1on astoa secunty 1nte1est in collateral supported

in the supporting obligation.

(c) SPECIAL PRIORITY RULES: PROCEEDS AND SUPPORTING OB-
LIGATIONS. Except as otherwise provided in subsection (f), a security interest in
collateral which qualifies for priority over a conflicting security interest under section
336.9-327, 336.9-328, 336.9-329, 336.9-330, or 336.9-331 also has priority over a
conflicting security interest & T T

(1) any supporting obligation for the collateral; and

(2) proceeds of the collateral if:

are cash proceeds, proceeds of the same type as the collateral or an account relating
to the collateral.

(d) FIRST-TO-FILE PRIORITY RULE FOR CERTAIN COLLATERAL.
Subject to subsection () and except as othetrwise provided in subsection @, if a

security interest in chattel paper, deposit accounts, negotiable documents, instruments,
investment property, or letter of credit rights is perfected by a method other than filing,
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conflicting perfected security interests in proceeds of the collateral rank according to
priority in time of filing,

(e) APPLICABILITY OF SUBSECTION (D). Subsection (d) applies only if the

proceeds of the collateral are not cash proceeds, chattel paper, negotiable documents,

instraments, investment property, or letter of credit rights.

(f) LIMITATIONS ON SUBSECTIONS (A) THROUGH (E). Subsections (a)
through (e) are subject to:

(1) subsection (g) and the other provisions of this part;
(2) section 336.4-210 with respect to a security interest of a collectmg bank;

(3) section 336.5-118 with respect to a security interest of an issuer or nominated
person; and

(4) section 336.9-110 with respect to a security interest arising under article 2 or
2A.

(g) PRIORITY UNDER AGRICULTURAL LIEN STATUTE. A perfected
agricultural lien on collateral has priority over a conflicting security interest in or
agricultural hen on the same collateral if the statute creating the agricultural hen so
provides.

Sec. 43. [336.9-323] FUTURE ADVANCES.

(a) WHEN PRIORITY BASED ON TIME OF ADVANCE. Except as
otherwise provided in subsection (c), for purposes of determining the priority of a
perfected security interest under section 336.9- 322(a)(1), perfection of the security
interest dates from the time an advance is made to the extent that the security 1nterest
secures an advance that: »

(1) is made while the security interest is perfected only:

(A) under section 336.9-309 when it attaches; or

(B) temporarily under section 336.9-312(e), (f), or (g); and

(2) is not made pursuant to a commitment entered into before or while the security

interest is perfected by a method other than under section 336.9-309 or 336.9-312(e),
@®, or ().

(b) LIEN CREDITOR. Except as otherwise provided in subsection (c), a security
interest is subordmate to the rights of a person that becomes a alien creditor to to the extent

becomes a lien creditor unless the advance is made:

(1) without knowledge of the lien; or

payment intangibles, or promissory notes or a consignor.
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(d) BUYER OF GOODS. Except as otherwise provided in subsection (e), a buyer
of goods other than a buyer in ordinary course of business takes free of a security
interest to the extent that it secures advances made after the earlier oft

(1) the time the secured party acquires knowledge of the buyer’s purchase; or

(2) 45 days after the purchase,

(e) ADVANCES MADE PURSUANT TO COMMITMENT: PRIORITY OF
BUYER OF GOODS. Subsection (d) does not apply if the advance is made pursuant

to a commitment entered into without knowledge of the buyer’s purchase and before
the expiration of the 45- day period.

(f) LESSEE OF GOODS. Except as otherwise provided in subsection (g), a
lessee of goods, other than a lessee in o1d1nary course of busmess, takes the leasehold
interest free ofa secunty interest to the extent that it secures advances made after the
earlier i

(1) the time the secured party acquires knowledge of the lease; or

(2) 45 days after the lease contract becomes enforceable.

(g) ADVANCES MADE PURSUANT TO COMMITMENT: PRIORITY OF
LESSEE OF GOODS. Subsection (f) does not apply if the advance is made pursuant

to a commitment entered into without knowledge of the lease and before the expiration
of the 45-day period.

Sec. 44. [336.9-324] PRIORITY OF PURCHASE-MONEY SECURITY
INTERESTS.

(a) GENERAL RULE: PURCHASE-MONEY PRIORITY. Except as other-
wise p10v1ded in subsection (g), a perfected purchase-money security interest in goods
other than 1nvent01y or livestock has priority over a conflicting security interest in the
same goods and, except as otherwise prov1ded in section 336.9-327, a perfected
security interest ir in its identifiable proceeds also has priority, if the purchase-money
security interest is perfected when the debtor receives possession of the collateral or
within 20 days thereafter.

(b) INVENTORY PURCHASE-MONEY PRIORITY. Subject to subsection (c)
and except as otherwise provided in subsection (g), a perfected purchase-money
secunty interest m inventory has pnorlty overa conﬂlctlng security interest 1n the same
inventory, has puonty over a conﬂlcung secunty interest m chattel paper or an
instrument constituting proceeds of the inventory and in proceeds of the chattel paper,
if so provided in section 336.9- 330, and, except as as otherwise provided in section
336.9-327, also has priority in identifiable cash proceeds of the inventory to the extent
the identifiable cash pr oceeds are received on on or before the delivery of the 1nventory
t_o a buyer, ift

(1) the purchase-money security interest is perfected when the debtor receives
possession of the inventory;
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(2) the puichase-money secured party sends an authenticated notification to the
holder of the conflicting security interest; .

(3) the holder of the conflicting security interest receives the notification within
five years s before the e debtor receives possession of the mventory, and

(4) the notification states that the person sending the notification hias or expects to

acquire a purchase-money security interest in mventory v of the debtor gi describes the
1nventory

(c) HOLDERS OF CONFLICTING INVENTORY SECURITY INTERESTS

conflicting security 1nterest had filed a financing statement covermg the same types of
inventory:

of the filing; or

(2) if the purchase-money security interest is temporarily perfected without filing
or possession under section 336.9-312(f), before the beginning of the 20-day period
thereunder.

(d) LIVESTOCK PURCHASE-MONEY PRIORITY. Subject to subsection (e)
and except as otherwise provxded in subsection (g), a perfected purchase-money
secunty interest in livestock that are e farm products has priority over a conﬂlctmg
security interest in the same livestock, and, except as  otherwise. prov1ded in section
336.9-327, a perfected security interest in in their identifiable proceeds and identifiable
products in thelr unmanufactured states also has priority, if:

(1) if the purchase-money security interest is perfected by filing, before the date

(1) the purchase-money security interest is perfected when the debtor receives
possession of the livestock;

(2) the purchase—money secured party sends an authenticated notification to the
holder of the conflicting security interest;

(3) the holder of the conflicting security interest receives the notification within
six months before the debtor receives possession of the hvestock and

g}_) the notification states that the person sending the notification has or expects to

acquire a purchase-money security interest in livestock of of the debtor and describes the
livestock. :

() HOLDERS OF CONFLICTING LIVESTOCK SECURITY INTERESTS
TO BE NOTIFIED. Subsection (d)(2) through (4) apply only if the holder of the

conflicting security interest had ﬁled a financing statement covering the same types of
livestock:

(1) if the purchase-money security interest is perfected by filing, before the date

o_f @_e_ filing; or
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(2) if the purchase-money security interest is temporarily perfected without filing
or possession under section 336.,9-312(f), before the beginning of the 20-day period
thereunder.

[03] SOFTWARE PURCHASE-MONEY PRIORITY. Except as otherwise
prov1ded in subsection (g), a perfected purchase-money security interest in software
has pr1011ty over a conﬂlctmg security interest in the same collateral, and, except as
otherwise prov1ded in section 336.9-327, a perfected security interest in its ‘its identifiable
proceeds also has puouty, to the extent that the purchase-money secunty interest in the
goods in which the software \ was acquired | for use has priority in the goods and
proceeds of the goods under thlS section.

(g) CONFLICTING PURCHASE-MONEY SECURITY INTERESTS. If
more than one security interest qualifies for priotity in the same collateral under
subsection (a), (b), (d), or (f):

the collateral has priority over a security interest securing an obligation mcurred for
value given to y enable the debtor to acquire rights in or the use of collateral; and

(2) in all other cases, section 336.9-322(a) applies to the qualifying security

interests,

Sec. 45. [336.9-325] PRIORITY OF SECURITY INTERESTS IN TRANS-
FERRED COLLATERAL.

(a) SUBORDINATION OF SECURITY INTEREST IN TRANSFERRED
COLLATERAL, Except as otherwise provided in subsection (b), a security interest
created by a debtor is subordinate to a security interest in the same “collateral created
by another person 1f

(1) the debtor acquired the collateral subject to the security interest created by the
other person;

(2) the security interest created by the other person was perfected when the debtor
acquired the collateral; and

(3) there is no period thereafter when the security interest is unperfected.

(b) LIMITATION OF SUBSECTION (A) SUBORDINATION, Subsection (2)
subordinates a security interest only if the security interest:

(1) otherwise would have priority solely under section 336.9-322(a) or 336.9-324;
or ' ’

(2) arose solely under section 336.2-711(3) or 336.2A-508(5).

Sec. 46. t336.9-326] PRIORITY OF SECURITY INTERESTS CREATED
BY NEW DEBTOR.

(a) SUBORDINATION OF SECURITY INTEREST CREATED BY NEW
DEBTOR Subject to subseotlon (b), a security 1nte1est created by a new debtor wh1ch
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336.9-508 in collateral in which a new debtor has or acquires rights is subordinate to
a security interest in the same collateral which is perfected other than by a ﬁled
financing statement that is effective solely under section 336.9-508.

(b) PRIORITY UNDER OTHER PROVISIONS; MULTIPLE ORIGINAL
DEBTORS. The other provisions of this part determine the priority among conflicting
security interests in the same collateral perfected by filed fir financing statements that are
effective solely under section 336.9-508. However, if the security agreements to o which
a new debtor became bound as debtor were not entered into by the same ongmal
debtor, the conflicting secunty interests rank according to priority in time of the new
debtor’s having become bound. T

Sec. 47. [336.9-327] PRIORITY OF SECURITY INTERESTS IN DEPOSIT
ACCOUNT. ‘

The following rules govern priority among conflicting security interests in the
same deposit account;

(1) A securjty interest held by a secured party having control of the deposit
account under section 336.9-104 has priority over a conflicting security interest held by
a secured party that does not have ve control.

perfected by control under section 336.9-314 rank according to priority in time of
obtaining control.

(3)’Except as otherwise provided in paragraph (4), a security interest held by the
bank with which the deposit account is maintained h has priority over a conﬂlctmg
secunty interest held by another secured party.

(4) A security 1nterest perfected by control under sectlon 336.9- 104(a)(3) has

maintained.
Sec. 48. [336.9-328] PRIORITY OF SECURITY INTERESTS IN INVEST-
MENT PROPERTY.

The following rules govern priority among conflicting security interests in the
same investment property

property under section 336.9-106 has priority over a security interest @ by a secured
party that does not have control of the investment property.

rank according to priority in time i

(A) if the collateral is a security, obtaining control;

(B) if the collateral is a security entitlement carried in a securities account and:
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(@) if the secured padrty obtained control under section 336.8-106(d)(1), the secured

party’s becoming the person for which the securities account is maintained;

(ii) if the secured party obtained control under section 336.8-106(d)(2), the
secmi_tiésmingmediary’s agreement to comply with the secured party’s entitlement
orders with respect to security entitlements carried ¢ or t_o be carried in the securities
account or

(iii) if the secured party obtained control through another person under section
336.8-106(d)(3), the time on which priority would be based under this paragraph if the
other person were ¢ the secured party; or

(C) if the collateral is a commodity contract carried with a commodity interme-

diary, the satisfaction of the requirement for control spemﬁed in section 336.9-
106(b)(2) with respect “to commod1ty contracts carried or to }E carried with the
commod1ty 1nte1med1ary

or a securities account maintained with the securities 1ntermed1ary has priority over a
conﬂlctmg security interest held by another secured party.

(4) A security interest held by a commodity intermediary in a commodity contract

or a commodity account maintained with the commodity mtermedlary has priority over
a conflicting security interest held by another secured party.

(5) A security interest in a certificated security in registered form which is |
perfected t by taking delivery “under section 336.9-313(a) and not g control under

section 336.9-314 has priority over a conflicting security interest perfected by a method
other than control,

(6) Conflicting security interests created by a broker, securities intermediary, or
commodity intermediary which are perfected without control under section 336.9-106
rank equally.

(7) In all other cases, priority among conflicting security 1nterests in investment

property is governed by sections 336.9-322 and 336.9-323.

Sec., 49. [336.9-329] PRIORITY OF SECURITY INTERESTS IN LETTER
OF CREDIT RIGHT.

The following rules govern priority among conflicting security interests in the
same letter of credit right:

(1) A security interest held by a secured party having control of the letter of credit

right under section 336.9-107 has priority to the extent of its control ove overa conflicting
security interest held by a secured party that does not have control. .

(2) Security interests perfected by control under section 336.9-314 rank according
to priority in time of obtaining control.

Sec. 50. [336.9-330] PRIORITY OF PURCHASER OF CHATTEL PAPER
OR INSTRUMENT.
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(a) PURCHASER’S PRIORITY: SECURITY INTEREST CLAIMED
MERELY AS PROCEEDS. A purchaser of chattel paper has priority over a security
interest in the chatel paper which i is claimed merely as proceeds of 1nventory subject
to a securrty interest if:

purchaser gives new value and takes possession of the chattel paper or obtains control
of the chattel paper iper under section 336.9-105; and

- (2) the chattel paper does not indicate that it has been assigned to an identified

assignee other than the purchaser.

(b) PURCHASER’S PRIORITY: OTHER SECURITY INTERESTS. A
purchaser of chattel paper has priority over a security interest in the chattel paper which
is claimed other than merely as proceeds of inventory subject to a security interest if
the purchaser gives ves new value and takes p possession of the chattel paper or obtains
control of the chattel pa paper under section 336.9-105 in good faith, in the ordinary
course of the purchaser’s business, and without knowledge that the purchase violates
the rights o_f the secured party.

(c) CHATTEL PAPER PURCHASER’S PRIORITY IN PROCEEDS. Except
as otherwise provided in section 336.9-327, a purchaser having priority in chattel paper
under subsection (a) or (b) also has priority in proceeds of the chattel paper to the
extent that: T T

(1) section 336.9-322 provides for priority in the proceeds; or

‘ (2) the proceeds consist of the specific goods covered by the chattel paper or cash
proceeds of the specific goods, even if the purchaser’s security 7 interest in the proceeds
is unperfected.

‘ (d) INSTRUMENT PURCHASER’S PRIORITY. Except as otherwise pro-
vided in section 336.9- 331(a), a purchaser of an instrument has pnonty over a security
intetest in the instrument perfected by a method other than possession if the purchaser
gives value and takes possession 1 of the instrument in good feuth and without
knowledge that the purchase violates the rights of the secured party.

(¢) HOLDER OF PURCHASE-MONEY SECURITY INTEREST GIVES
NEW VALUE. For purposes of subsections (a) and (b), the holder of a purchase-
money security 1nte1est in 1nventory gives new value for for “chattel paper constituting
proceeds of the inventory.

(f) INDICATION OF ASSIGNMENT GIVES KNOWLEDGE. For purposes
of subsections (b) and (d), if chattel paper or an instrument indicates that it has been

assigned to an identified secured party other than the purchaser, a purchaser of the
chattel paper or instrument has knowledge that the purchase violates the rights of the
secured party

Sec. 51. [336.9-331] PRIORITY OF RIGHTS OF PURCHASERS OF
INSTRUMENTS, DOCUMENTS, AND SECURITIES UNDER OTHER AR-
TICLES; PRIORITY OF INTERESTS IN FINANCIAL ASSETS AND SECU-
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RITY ENTITLEMENTS UNDER ARTICLE 8.

(a) RIGHTS UNDER ARTICLES 3, 7, AND 8 NOT LIMITED. This article
does not limit the rights of a holder in due course of a negotiable instrument, a a holder
to which a n negotrable document o_f @ has been duly negotiated, or a protected

purchaser of a security. These holders or purchasers take priority over an earlier
security interest; even if perfected, to the extent provrded in articles 3 7, and 8

(b) PROTECTION UNDER ARTICLE 8. This article does not limit the rights

of or impose liability on a person to the extent that the person is protected against the
assertion of a claim under article 8

(©) FILING NOT NOTICE. Filing under this article does not constitute notice
of a claim or defense to the holders, or purchasers, Or persons s described 1 in subsections
(a) and (b)

Sec. 52. [336.9-332] TRANSFER OF MONEY; TRANSFER OF FUNDS
FROM DEPOSIT ACCOUNT.

(a) TRANSFEREE OF MONEY. A transferee of money takes the money free of

rights of the secured party

(b) TRANSFEREE OF FUNDS FROM DEPOSIT ACCOUNT. A transferee of
funds from a deposit account takes the funds free of a security interest in the deposit

account uniess the transferee acts in ‘collusion with the debtor in violating t the rights of
the secured party.

Sec. 53. [336,9-333] PRIORITY OF CERTAIN LIENS ARISING BY OP-
ERATION OF LAW.

(a) POSSESSORY LIEN. In this section, “possessory lien” means an interest,
other th than a security interest or an agricultural Tlien:

(1) which secures payment or performance of an obligation for services or
materials furnished with respect to 0 goods by a person in the ordinary course of th_e
person’s business;

(3) whose effectrVeness depends on the person’s possession of the goods
(b) PRIORITY OF POSSESSORY LIEN. A possessory lien on goods has

expressly provides otherwise.

Sec. 54. [336.9-334] PRIORITY OF SECURITY INTERESTS IN FIX-
TURES AND CROPS.

(a) SECURITY INTEREST IN FIXTURES UNDER THIS ARTICLE. A
securrty 1nterest under this article may be created in goods that are ﬁxtures or may

article in ‘ordinary burldmg materials 1ncorporated into an improvement on land.
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(b) SECURITY INTEREST IN FIXTURES.UNDER REAL PROPERTY
LAW. T This article does not prevent creation of an encumbrance upon fixtures under
1ea1 property law

© GENERAL RULE: SUBORDINATION OF SECURITY INTEREST IN
FIXTURES. In cases not governed by subsections (d) through (h), a secunty interest
in fixtures is subordinate to a conflicting 1nterest of an encumbrancer or owner of the
related real property other f than the debtor.

(d) FIXTURES PURCHASE-MONEY PRIORITY Except as otherwise pro-
vided in subsection (h), a perfected security intetest in fixtures has priority over a
conﬂlctmg interest of an encumbrancer or owner of the real property 1f the debtor h has

an interest of record in or is in poséession of the real property and:

(_1_2 th_e security interest E a purchase-money security interest;

(2) the interest of the encumbrancer or owner arises before the goods become
fixtures; and o

(3) the security interest is perfected by a fixture filing before the goeds become
fixtures or within 20 days thereafter.

(¢) PRIORITY OF SECURITY INTEREST IN FIXTURES OVER INTER-
ESTS IN REAL PROPERTY A pérfected security interest in ﬁxtures 'hais prion'ty

— e o A= ¥

(A) is perfected by a fixture filing before the interest of the encumbrancer or
owner is of record; and .

encumbrancer or owner;

(2) before the goods become fixtures, the security interest is perfected by any
method permitted t by this article and the fixtures are readily removable:

A) fact01y or office machines;

real property; or

© replacements of domestic ‘appliances that are consumer goods;

‘p_z tlll_s article; or

(4) the security interest is:

(A) created in a manufactured home in a manufactured home transaction; and

(B) perfected pursuant to a statute described in section 336.9-311(a)(2).
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() PRIORITY BASED ON CONSENT, DISCLAIMER, OR RIGHT TO
REMOVE A secunty interest in ﬁxtules, whether or not perfected has puonty over

(1) the encumbrancel or owner has, in an authenticated record, consented to the

security interest or: disclaimed an interest in the goods as fixtures; or

(2) the debtor has a right to remove the goods as against the encumbrancer or

(g) CONTINUATION OF PARAGRAPH (F)(2) PRIORITY. The priority of |
the security interest under paragraph (£)(2) continues for a reasonable time if the |
debtor’s right to remove the goods as against the encumbrancer or owner ‘terminates.

(h) PRIORITY OF CONSTRUCTION MORTGAGE. A mortgage is a

constructlon mmtgage to the extent that it secures an obhgatlon incurred for the

mortgage if a record of the mortgage is recorded before the goods become fixtures and
the goods “become fixtures before the > completion of the construction. A mortgage has
t_t§§ priority to the same extent as a a construction mortgage to the extent that it is given
to refinance _g_caistruction mortgage. T T

(i) PRIORITY OF SECURITY INTEREST IN CROPS. A perfected security
interest m mops growmg on 1eal property has priority over a conﬂlctmg 1nterest of an

or is in possessxon of the real property.

(1) section 557.12; and
(2) section 559.2091.
Sec. 535. [336.9-335] ACCESSIONS.

(a) CREATION OF SECURITY INTEREST IN ACCESSION. A security
interest may be created in an accession and continues in collateral that becomes an
accession.

perfected when the collateral becomes an. accession, the securlty interest remains
perfected in the collateral. :

(c) PRIORITY OF SECURITY INTEREST. Except as otherwise provided in
subsection (d), the other provisions gf this part determine the ‘priority of a security

interest m an accession.

(d) COMPLIANCE WITH CERTIFICATE OF TITLE STATUTE. A security
interest m an accession is subordinate to a security interest in the whole which is

New language is indicated by underline, deletions by strikeout:

Copyright © 2000 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




Ch. 399, Art. 1 LAWS of MINNESOTA for 2000 622

perfected by compliance with the requlrements of a certificate of title statute under
section 336.9-311(b).

() REMOVAL OF ACCESSION AFTER DEFAULT. After default, subject to
Part 6, a secured party may remove an accession from other goods if the secunty
interest in the accession has priority over the claims of every person havmg an interest
in the whole.

() REIMBURSEMENT FOLLOWING REMOVAL. A secured party that
removes an accession from other goods under subsection () shall promptly reimburse
any holder of a security mterest or other lien on, or owner of, the whole or of the other

or or the other goods The secured party need not reimburse the holder or owner for any
diminution in value of the whole or the other goods caused by the absence of the
accession removed or by any necessny for replacing it. A person entitled to
reimbursement may refuse permission to remove until the secured party gives adsquate
assurance for the performance of the obligation to to reimburse.

Sec. 56. [336.9-336] COMMINGLED GOODS.

(2) COMMINGLED GOODS. In this section, “commingled goods” means
goods that are physically united with other go goods in such a manner that their identity
is lost in a product or mass.

interest may attach to a product or mass that results when goods become comrmngled
goods.

(c) ATTACHMENT OF SECURITY INTEREST TO PRODUCT OR MASS.
If collateral becomes commingled goods, a security interest attaches to the product or
1mass.

(d) PERFECTION OF SECURITY INTEREST. If a security interest in
collateral is perfected before the collateral becomes commingled goods, the security
interest that attaches to the product or mass under subsection (c) is perfected.

‘(¢) PRIORITY OF SECURITY INTEREST. Except as otherwise provided i in
subsection (f), the other provisions of this part determine the priority of a secunty
interest that attaches to the product or mass under subsection ( (c).

(f) CONFLICTING SECURITY INTERESTS IN PRODUCT OR MASS. If
more than one security interest attaches to the product or mass under subsection (), the
followmg rules determine pnonty

(1) A security interest that is perfected under subsection (d) has priority over a
security interest that is unperfected at the time the collateral becomes commingled
goods.
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(2) If more than one secuuty mterest is perfected under subsection (d), the

became commmgled goods.

Sec. 57. [336.9-337] PRIORITY OF SECURITY INTERESTS IN GOODS
COVERED BY CERTIFICATE OF TITLE.

If, wh11e a secunty mterest in goods is perfected by any method under the law of

security interest; and

(2) the security interest is subordinate to a conflicting security interest in the
goods that attaches, and is perfected under section 336.9-311(b), after issuance of the
certificate and without 1he conflicting secured party’s knowledge of the security
interest. —

Sec. 58. [336.9-338] PRIORITY OF SECURITY INTEREST OR AGRICUL.-.
TURAL LIEN PERFECTED BY FILED FINANCING STATEMENT PROVID-
ING CERTAIN INCORRECT INFORMATION.

p1ov1d1ng information described in section 336.9-516(b)(5) which i is incorrect at the
time the financing statement is filed:

(1) the security interest or agricultural lien is subordinate to a conflicting perfected
security interest in the collateral to the extent that the holder of the conflicting security
interest gives value in in reasonable - rehance upon the incortect information; and

documents, goods, instraments, or a security certlﬁcate receives delivery _qf the
collateral.

Sec. 59. [336.9-339] PRIORITY SUBJECT TO SUBORDINATION.

This article does not preclude subordination by agreement by a person entitled to

priority.

SUBPART 4. RIGHTS OF BANK

Sec. 60. [336.9-340] EFFECTIVENESS OF RIGHT OF RECOUPMENT OR
SET-OFF AGAINST DEPOSIT ACCOUNT.

(a) EXERCISE OF RECOUPMENT OR SET-OFF. Except as otherwise
provided in subsection (c), a bank with which a deposit account is maintained may
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exercise any right of recoupment or set-off against a secured party that holds a security
interest in the deposit account.

(b) RECOUPMENT OR SET-OFF NOT AFFECTED BY SECURITY IN-
TEREST. Except as otherwise provided in subsection (c), the application of this article
to a security interest i in a deposit account does not affect a nght of recoupment or set-off

of the secured party as to a deposit account ount maintained with the secured party

© WHEN SET-OFF INEFFECTIVE. The exercise by a bank of a set-off
against a deposit account is ineffective against a “a secured party that holds a security
interest in the deposit account which is perfected by control under section 336.9-

104(a)(3) 1f the set-off is based ona claim against the debtor.

Sec. 61. [336.9-341] BANK’S RIGHTS AND DUTIES WITH RESPECT TO
DEPOSIT ACCOUNT.

Except as otherwise provided in section 336.9-340(c), and unless the bank
otherwise agrees in an authenticated record, a bank’s rights and duties with respect to
a deposit account maintained with the bank are not terminated, s suspended or modified
by:

" (1) the creation, attachment, or perfection of a security interest in the deposit
account;

(2) the bank’s knowledge of the security interest; or

(3) the bank’s receipt of instructions from the secured party.

Sec. 62. [336.9-342] BANK’S RIGHT TO REFUSE TO ENTER INTO OR
DISCLOSE EXISTENCE OF CONTROL AGREEMENT.

described in section 336.9-104(a)(2), even if its customer so requests or directs. A bank
that has entered into such an agreement is not ot required to conﬁnn the existence of the

Part 4

RIGHTS OF THIRD PARTIES
Sec. 63. [336.9-401] ALIENABILITY OF DEBTOR’S RIGHTS.

(a) OTHER LAW GOVERNS ALIENABILITY; EXCEPTIONS. Except as
otherwise provided in subsection (b) and sections 336.9-406, 336.9-407, 336.9- 408,
and 336.9-409, whether a debtor’s rights in collateral may be voluntarily or
involuntarily transferred i is ‘governed by law other than this article.

(b) AGREEMENT DOES NOT PREVENT TRANSFER. An agreement
between the debtor and secured party which prohibits a transfer of the ‘debtor’s rights
in collateral or makes 1 the transfer a default does not prevent the transfer irom taking
effect.
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Sec. 64. [336.9-402] SECURED PARTY NOT OBLIGATED ON CON-
TRACT OF DEBTOR OR IN TORT.

The existence of a security interest, agricultural lien, or authority given toa debtor
to dlspose of or use “collateral, w1thout more, does not subJect a secured party o

Sec. 65. [336.9-403] AGREEMENT NOT TO ASSERT DEFENSES
AGAINST ASSIGNEE.

(a) VALUE. In this section, “value” has the meaning provided in section
336.3-303(a).

(b) AGREEMENT NOT TO ASSERT CLAIM OR DEFENSE. Except as
otherwise provided in this section, an agreement between an account debtor and an
assignor not to assert against an assignee any claim or defense that the account debtor
may @ against the ass1gnor is enforceable by an assignee that at takes an assignment:

(1) for value;
(2) in good faith;

(3) without notice of a claim of a property or possessory right to the property
assigned; and

(4) without notice of a defense or claim in recoupment of the type that may be

asserted against a person enutled to enforce a negotiable instrument under section
336.3-305(a).

(c) WHEN SUBSECTION (B) NOT APPLICABLE. Subsection (b) does not
apply to defenses of a type that may be asserted against a holder in due course of a

negotiable instrument under section 336.3-305(b).

(d) OMISSION OF REQUIRED STATEMENT IN CONSUMER TRANS-
ACTION. In a consumer transaction, if a record evidences the account debtor’s
obligation, law ‘other than this article requires that the record include a statement to the
effect that the rights of an assignee are subject to claims or defenses that the account
debtor could assert agamst the ongmal obhgee, and the record does not include such
a statement: T T T

(1) the record has the same effect as if the record included such a statement; and

(2) the account debtor may assert against an assignee those claims and defenses
that would have been available if the record included such a statement.

(¢) RULE FOR INDIVIDUAL UNDER OTHER LAW. This section is subject
to law other than this article wh1ch estabhshes a dlfferent rule for an account debtor

household purposes.

(f) OTHER LAW NOT DISPLACED. Except as otherwise provided in
subsection (d), this section does not displace law other than this article which glves
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effect to an agreement by an account debtor not to assert a claim or defense against an
assignee. :

Sec. 66. [336.9-404] RIGHTS ACQUIRED BY ASSIGNEE; CLAIMS AND
DEFENSES AGAINST ASSIGNEE.

(a) ASSIGNEE’S RIGHTS SUBJECT TO TERMS, CLAIMS, AND DE-
FENSES; EXCEPTIONS. Unless an account debtor has made an enforceable

agreement not to assert defenses or claims, and subject to subsections (b) through (e),
the rights of an assignee are subject to:

(1) all terms of the agreement between the account debtor and ass1gnor and any

contract; and

(2) any other defense or claim of the account debtor against the assignor which
accrues before the account “debtor receives a notification of the asmgnment authenti-
cated by the assignor or the assignee.

(b) ACCOUNT DEBTOR’S CLAIM REDUCES AMOUNT OWED TO
ASSIGNEE. Subject to subsection (c) and except as otherwise provided in subsection
(d), the claim of an account debtor a agalnst an assignor may be asserted against an

assignee under “subsection (a) only to reduce the amount the account debtor owes.

(c) RULE FOR INDIVIDUAL UNDER OTHER LAW. This section is subject
to laW other than this article whlch estabhshes a dlﬁ‘erent rule for an account debtor

household pUIpOSeEs.

(d) OMISSION OF REQUIRED STATEMENT IN CONSUMER TRANS-
ACTION. In a consumer transaction, if a record evidences the account"debtor’s
obligation, law other than this article requires that the record include a statement to the
effect that the account debtor’s 1eCOVery agamst an assignee with respect to claims and
defenses : agamst the assignor may not exceed “amounts pa1d by the account debtor

a 3 claim of an account debtor against the ass1gnor may be asserted agmnst an assrgnee
is determined as if the record included such a statement.

(e) INAPPLICABILITY TO HEALTH-CARE-INSURANCE RECEIV-
ABLE. This section does not apply to an assignment of a health-care-insurance
receivable.

Sec. 67. [336.9-405] MODIFICATION OF ASSIGNED CONTRACT.

(a) EFFECT OF MODIFICATION ON ASSIGNEE. A modification of or
substitution for an assigned contract is effective against an assignee if made in good
faith. The assignee acquires correspondmg rights under the modified or substituted
contract. The assignment may provide that the modification or substitution is a breach
of contract by the assignor. Thrs subsection is is subject to subsections (D) through (d).
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() APPLICABILITY OF SUBSECTION (A). Subsection @ applies to the
extent that:

(1) the right to payment or a part thereof under an assigned contract has not been

336.9-406(a).

(c) RULE FOR INDIVIDUAL UNDER OTHER LAW. This section is subject ‘
to law other than this article Wthh estabhshes a dlﬂerent rule for an account debtor i
|

household purposes.

(d) INAPPLICABILITY TO HEALTH-CARE-INSURANCE RECEIV-
ABLE, This section does not apply to an assignment of a health-care-insurance
receivable.

Sec. 68. [336.9-406] DISCHARGE OF ACCOUNT DEBTOR; NOTIFICA-
TION OF ASSIGNMENT; IDENTIFICATION AND PROOF OF ASSIGN-
MENT; RESTRICTIONS ON ASSIGNMENT OF ACCOUNTS, CHATTEL
PAPER, PAYMENT INTANGIBLES, AND PROMISSORY NOTES INEFFEC-
TIVE.

(a) DISCHARGE OF ACCOUNT DEBTOR; EFFECT OF NOTIFICATION.
Subject to subsections (b) through (i), an account debtor on an account, chattel paper,
ora payment 1ntang1ble may d1scha1ge its obligation by paying the assignor until, but
not t after, t the account debtor receives a notification, authentlcated by the assignor or the

is to be made to the assignee. After receipt of the notification, the account debtor may

discharge its obhgatlon by paying the assignee and may not d1scharge the obligation
by paying the assignor.

(b) WHEN NOTIFICATION INEFFECTIVE. Subject to subsection (h),
notification is ineffective under subsection (a):

(1) if it does not reasonably identify the rights assigned;

payment intangible limits the account debtor’s duty to pay a person other than the seller
and the limitation is effective under law other tha than thls artlcle or

(3) at the option of an account debtor, if the notification notifies the account debtor
to make less than the full amount of any installment or other penod1c payment to the

assignee, even if;

(A) only a portion of the account, chatte] paper, or payment intangible has been
assigned to that assignee;

(B) a portion has been assigned to another assignee; or

New language is indicated by underline, deletions by strikeeut: .

Copyright © 2000 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




Ch. 399, Art. 1 LAWS of MINNESOTA. for 2000 628

(C) the account debtor knows that the assignment to that assignee is limited.

(c) PROOF OF ASSIGNMENT. Subject to subsection (h), if requested by the
account debtor, an assignee shall seasonably—fumish reasonable proof that the
assignment has been made. Unless the assignee complies, the account debtor may
discharge its obhgatlon by paying the ass assignor, even if the account debtor has received

a notification under subsection (a)

(d) TERM RESTRICTING ASSIGNMENT GENERALLY INEFFECTIVE.
Except as otherwise provided in subsection (e) and sections 336.2A-303 and
336.9-407, and subject to subsection (h), a term in an | agreement between an account
debtor and an ass1gnor or in a promissory note is ineffective to the extent “that it:

(1) prohibits, restricts, or requires the consent of the account debtor or person
obligated on the promissory note to the assignment ¢ or r transfer of, or th_e creation,

attachment, perfection, or enforcement o of a security interest in, the account, chattel
paper, payment intangible, O promissory y note; or

(2) provides that the assignment or transfer or the creation, attachment, perfection,
or enforcement of the security interest may give rise to a default, breach, right of
recoupment claim, defense, termination, right of termination, or remedy under the
account, chattel paper, payment intangible, or promissory note.

(e) INAPPLICABILITY OF SUBSECTION (D) TO CERTAIN SALES.
Subsection (d) does not apply to the sale of a payment intangible or promissory note.

(f) LEGAL RESTRICTIONS ON ASSIGNMENT GENERALLY INEFFEC-
TIVE. Except as otherwise provided in sections 336.2A-303 and 336.9-407, and
subject to subsections (h) and (i), a rule of law, statute, or regulatlon, that prohibits,
restricts, or requires the consent of a government, governmental body or “or official, or
account debtor to.the assignment or transfer of, or creation of a security interest in, an
account or chattel paper is ineffective to the extent that the rule of law, statute, or
regulation:

(1) prohibits, restricts, or requires the consent of the government, governmental
body or official, or account debtor to the assignment or or transfer of, or the création,

attachment perfectlon, or enforcement of a security interest m the account or chattel
paper; or

(2) provides that the assignment or transfer or the creation, attachment, perfection,
or enforcement of the security interest may give rise to a default, breach, right of
recoupment claim, defense termination, right of termination, or remedy under the
account or chattel paper.

(g) SUBSECTION (B)(3) NOT WAIVABLE. Subject to subsection (h), an
account debtor may not waive or vary its option under subsection 1)(3).

(h) RULE FOR INDIVIDUAL UNDER OTHER LAW. This section is subject
to law other than this article Wthh estabhshes a dlﬁ‘erent rule for an account debtor

household purposes.
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(i) INAPPLICABILITY TO HEALTH-CARE-INSURANCE RECEIVABLE.
This section does not apply to an assignment of a health-care-insurance receivable.

Sec. 69. [336.9-407] RESTRICTIONS ON CREATION OR ENFORCE-
MENT OF SECURITY INTEREST IN LEASEHOLD INTEREST OR IN
LESSOR’S RESIDUAL INTEREST.

() TERM RESTRICTING ASSIGNMENT GENERALLY INEFFECTIVE

(1) prohibits, restricts, or requires the consent of a party to the lease to the
assignment or transfer of, or the creation, “attachment, perfection, or enforcement of a a
security interest in, an “interest of a party under the Jease contract or in the lessor’s

residual interest in the goods; or

(2) provides that the ass1gnment or transfer 01 the 01eat1on, attachment perfectlon,

.____._._,___—_.__._____.,__.

recoupment, claim, defense, termination, right of termination, or remedy under the
lease.

(b) EFFECTIVENESS OF CERTAIN TERMS. Except as otherwise provided
in section 336.2A-303(7), a term described in subsection (a)(2) is effective to the extent
that there is:

(1) a transfer by the lessee of the lessee’s right of possession or use of the goods

in violation of the term; or

@)a delegation of a material performance of either party to the lease contract in
violation of the term.

(c) SECURITY INTEREST NOT MATERIAL IMPAIRMENT. The creation,
attachment perfectlon, or enforcement of a secunty interest in the lessor’s interest
under the lease contract or the lessor’s residual interest in the goods i is not a transfer

that materially impairs ‘the lessee’s prospect of obtaining return performance or
materially changes the duty of or matenally increases the burden or risk imposed on

extent that, enforcement actually results in a delegatlon of material performance of the
lessor. Even i in that event, the creation, attachment, perfectlon, and enforcement of the
security intetest remain effective.

Sec. 70. [336.9-408] RESTRICTIONS ON ASSIGNMENT OF PROMIS-
SORY NOTES, HEALTH-CARE-INSURANCE RECEIVABLES, AND CER-
TAIN GENERAL INTANGIBLES INEFFECTIVE.

(2) TERM RESTRICTING ASSIGNMENT GENERALLY INEFFECTIVE

agreement between an account debtor and a a debtor which relates to a health-care-
insurance receivable or a general mtang1b1e, including a contract, permit, license, or
franchlse and which e te1m prohibits, restricts, or requnes the consent of the person
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of, or creation, attachment, or perfection of a security-interest in, the promissory note,
health—care—msurance rece1vab1e, or general mtang1ble 1s ineffective to the extent @
the term:

(1) would impair the creation, attachment, or perfection of a security interest; or

(2) provides that the assignment or transfes or the creation, attachment, or
perfection of the securlty interest may give rise “to a default, breach, right of

recoupment, claim, defense, termination, right of termination, or remedy under the
promissory note, health-care-insurance receivable, or general intangible.

(b) APPLICABILITY OF SUBSECTION (A) TO SALES OF CERTAIN
RIGHTS TO PAYMENT. Subsection () applies to a security interest in a payment
intangible or promissory note only if the security interest arises out of a sale of the
payment 1ntang1b1e Or promissory note. T

© LEGAL RESTRICTIONS ON ASSIGNMENT GENERALLY INEFFEC-
TIVE. A rule of law, statute, or regulation, that prohibits, restricts, or requires the
consent_oﬁ g_overnment govemmental body or official, person obhgated on a
promissory note, or account debtor to the assignment or transfer of, or creation  of a
security interest in, a promissory note, health-care-insurance receivable, ot general
intangible, 1nclud1ng a contract, permit, license, or franchise between an account
debtor and a debtor, is ineffective to the extent “that the rule of law, statute, or

1egu1at10n /=

(1) would impair the creation, attachment, or perfection of a security interest; or

(2) provides that the assignment or transfer or the creation, attachment, or
perfection of the secunty interest may give rise t_o a “a default, breach, right o_f

recoupment, claim, defense, temunatlon, mght of termination, or remedy under the
promissory note, health-care-i -insurance receivable, or general mtanglble

(d) LIMITATION ON INEFFECTIVENESS UNDER SUBSECTIONS (A)
AND (C). To the extent that a tenn in a promissory note or in an agreement between

would be effective under law other than thls article but is ineffective under subsectlon
(a) or (c), the creation, attachment or perfectlon ofa secunty interest in the promissory
note, health-care-insurance receivable, or general 1ntang1b1e

(1) is not enforceable against the person obligated on the promissory note or the
account debtor; )

(2) does not impose a duty or obligation on-the person obligated on the

(3) does not require the person obligated on the promissory note or the account

debtor to recognize the secunty interest, pay or render pe1formance to the secured
party, or accept payment or performance from the secured party;
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(4) does not entitle the secured party to use or assign the debtor’s rights under the
promissory note, health-care-insurance receivable, or general intangible, including any
related information or materials furnished to the debtor i in the transaction giving rise to
the promissory note, ., health-care-insurance receivable, or general intangible;

trade secrets or or confidential information of the person obhgated on the promissory note
or the account debtor; and

(6) does not entitle the secured party to enforce the security interest in the
promissory note, te, health-care-insurance receivable, or general intangible.

Sec. 71. [336.9-409] RESTRICTIONS ON ASSIGNMENT OF LETTER OF
CREDIT RIGHTS INEFFECTIVE.

" (a) TERM OR LAW RESTRICTING ASSIGNMENT GENERALLY INEF-
FECTIVE. A term in a letter of credit or a rule of law, statute, regulation, custom, or
practice appﬂcable to the letter of credit which prohibits, restricts, or requires the
consent of an apphcant igsuer, or nominated person to a beneficiary’s ass1gnment of or or
creation of a security interest in a letter of credit nght is ineffective to the extent t that

the term or rule of law, statute reguldtlon, custom, or p1act1ce T

(1) would impair the creation, attachment, or perfection of a security interest in
the Jetter of credit right; c or

(2) prov1des that the ass1gnment or the creat1on attachment or perfectlon of the

termination, ight of termination, or remedy under the letter of 01ed1t right.

(b) LIMITATION ON INEFFECTIVENESS UNDER SUBSECTION (A). To
the extent that d term in a letter of credit is ineffective under subsection (a) but would
be effective under law other than this article or a custom or practice applicable to the
letter of credit, to the transfer of a 11ght to draw or otherwise demand performance
under the letter of credit, or to th_e assignment of a Eglit to proceeds of the letter of

credit, the creation, attachment, or perfection of a security interest in the letter of credit
right:

(1) is not enforceable against the applicant, issuer, nominated person, or transferee
beneficiary;

(2) imposes no duties or obligations on the applicant, issuer, nominated person, or
transferee beneficiary; and

(3) does not require the applicant, issuer, nominated person, or transferee
beneﬁc1ary to recognize the securlty interest, pay or render performance to the secured
party, or accept payment or other performance from the secured party.
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Part 5
FILING

SUBPART 1, FILING OFFICE; CONTENTS AND EFFECTIVENESS
OF FINANCING STATEMENT

Sec. 72. [336.9-501] FILING OFFICE.
(a) FILING OFFICES. Except as otherwise provided in subsection (b), if the

local law of this state governs perfectlon of a security interest or agricultural lien, the

office in which to file a financing statement to perfect the security interest or

agricultural lien is:

(1) the office designated for the filing or recording of a record of a mortgage on
the related real property, if:

(A) the collateral is as-extracted collateral or timber to be cut; or

(B) the financing statement is filed as a fixture filing and the collateral is goods

(2) the central filing system operated by the office of the secretary of state, in all
other cases, including a case in which the collateral is goods that are or are to become

fixtures and the financing statement is  not filed as a fixture ﬁhng

(b) FILING OFFICE FOR TRANSMITTING UTILITIES. The office in
which to file a financing statement to perfect a security interest in collateral, including
fixtures, of a transnnttmg utility is the central ﬁlmg system operated by the office of the
secretary  of state. The ﬁnancmg statement also constitutes a fixture ﬁhng as to the
collateral indicated in ¢ in the financing statement nt which is or is to become fixtures.

Sec. 73. [336.9-502] CONTENTS OF FINANCING STATEMENT; RECORD
OF MORTGAGE AS FINANCING STATEMENT; TIME OF FILING FINANC-
ING STATEMENT.

(2) SUFFICIENCY OF FINANCING STATEMENT. Subject to subsection (b),
a financing statement is sufficient only if it:

Q provides the name of the debtor;

(2) provides the name of the secured party or a representative of the secured party;
and

(3) indicates the collateral covered by the financing statement.

(b) REAL PROPERTY-RELATED FINANCING STATEMENTS. Except as
otherwise provided in section 336.9-501(b), to be sufficient, a financing statement that
covers as-extracted collateral or timber to be cut, or which i is ﬁled asa ﬁxturo filing and and

(_1)_ indicate @ it covers this type of collateral,
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(2) indicate that it is to be filed for record in the real property records;

3 provide a description of the real property to which the collateral is related
sufﬁc1ent fo give consuuctwe notice of a mmtgage ‘under the law of this state if the

the name of a record owner.

(c) RECORD OF MORTGAGE AS FINANCING STATEMENT. A record of
a mortgage is effective, from the date of recording, as a financing statement filed as a
fixture ﬁhng or as a financing statement ¢ covering as- -extracted collateral or t1mbe1 ) be

03] t_he record indicates the goods or accounts that it covers;

(2) the goods are or are to become fixtures related to the real property described

in the record or the collateral is related to the real property described in the record and
is as- as-extracted collateral or timber to be cut

[©)] the record satisfies the requirements for a financing statement in this section
other th than an indication that it is to be filed in the real property records; and

(4) the record is recorded in the office of the county recorder or reglstrar of titles
in the c county where the real plopelty is located.

(d) FILING BEFORE SECURITY AGREEMENT OR ATTACHMENT. A
ﬁnancmg statement may be filed before a security agreement is made or a secunty

interest otherwise attaches.,
Sec, 74. [336.9-503] NAME OF DEBTOR AND SECURED PARTY.

(a) SUFFICIENCY OF DEBTOR’S NAME. A financing statement sufficiently
provides the name of the debtor:

(1) if the debtor is a registered organization, only if the financing statement

p10v1des the name of the debtor indicated on the public record of the debtor’s
Juusdlctlon of orgamzatlon which shows the debto1 to haye been orgamzed

(2) if the debtor is a decedent’s estate, only if the financing statement provides the

name of lhe decedent ¢ and indicates that the debtor is an estate;

only 1f the ﬁnancmg statement

(A) provides the name specified for the trust in its organic documents or, if no

name is specified, provides the name of the settlor and additional information sufficient
to distinguish the debtor from other trusts having one or more of the same seitlors; and

(B) indicates, i in the debtor’s name or otherwise, that the debtor i isa trast oris a
trustee actmg with Tespect to property held in trust, and

@ in other cases:
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(A) if the debtor has a name, only if it provides the individual or organizational

partners, members, associates, or other persons comprising the debtor.

(b) ADDITIONAL DEBTOR-RELATED INFORMATION. A financing state-
ment that provides the name of the debtor in accordance with subsection (a) is not
rendered ineffective by the absence - of:

Q a trade name or other name of the debtor; or

(2) unless required under subsection (a)(4)(B), names of partners, members,
associates, or other persons comprising the debtor.

(c) DEBTOR’S TRADE NAME INSUFFICIENT. A financing statement that
provides only the debtor’s trade name does not sufficiently provide the name of the
debtor. T T T

(d) REPRESENTATIVE CAPACITY. Failure to indicate the representative

capacity of a secured party or representative of a secured party does not affect the
sufficiency of a financing statement.

(e) MULTIPLE DEBTORS AND SECURED PARTIES. A financing statement
may provide the name of more than one debtor and the name of more than one secured
party.

Sec. 75. [336.9-504] INDICATION OF COLLATERAL.

A financing statement sufficiently 1nd1cates the collateral that it covers if the
financing statement provides:

(1) a description of the collateral pursuant to section 336.9-108; or

(2) an indication that the financing statement covers all assets or all personal

property.

Sec. 76. [336.9-505] FILING AND COMPLIANCE WITH OTHER STAT-
UTES AND TREATIES FOR CONSIGNMENTS, LEASES, OTHER BAIL-
MENTS, AND OTHER TRANSACTIONS.

(2) USE OF TERMS OTHER THAN DEBTOR AND SECURED PARTY. A
consignor, lessor, or other bailor of goods, a licensor, or a buyer of a payment
intangible or promissory note may ﬁle a financing statement, or may comply with a
statate or ‘treaty described in section 336.9-311(a), using the terms “consignor,”

cons1gnee ? “lessor,” “lessee,” “bailor,” “bailee,” “licensor,” “licensee,” “owner,”
“registered owner,” “buyer,” “seller,” or words of similar import, instead (_)f the terms

“secured party” and “debtor.”

(b) EFFECT OF FINANCING STATEMENT UNDER SUBSECTION (A).
This part applies to the filing of a financing statement under subsection (a) and, as
appropnate to compliance that is equivalent to filing a financing statement t under
section 336.9-311(b), but the filing or compliance i is not o_f itself a factor in determining
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whether the collateral secures an obligation. If it is determined for another reason that

the collateral secures an obhgatlon, a security interest held b_y th_e consignor, lessor;

bailor, licensor, owner, or buyer which attaches to the collateral is perfected by the
filing or compliance.

Sec. 77, [336.9-506] EFFECT OI' ERRORS OR OMISSIONS.

(a) MINOR ERRORS AND OMISSIONS. A financing statement substantlally
satisfying the requirements of this E?Lt is effective, even if it bas minor errors or

omissions, unless the errors or omissions make the financing statement seriously
misleading.

(b) FINANCING STATEMENT SERIOUSLY MISLEADING. Except as
otherwise provided in subsection (c), a financing statement that fails suﬂicxently to
provide the name of the debtor in “accordance with section 336.9-503(a) is senously
mlsleadmg

(c) FINANCING STATEMENT NOT SERIOUSLY MISLEADING. If a
search o of the records of the filing office under the debtor’s correct name, using the filing
office’s standard search 1o logic, if any, would disclose a financing statement that fails
sufficiently to provide the name > of the debtor in accordance with section 336.9-5C -503(a),
the name provided does not make the financing statement seriously misleading.

(d) DEBTOR’S CORRECT NAME. For purposes of section 336.9- 508(b), the
“debtor’s correct name” 1n subsection Q means @ correct name o_f the new debtor.

Sec. 78. [336.9-507] EFFECT OF CERTAIN EVENTS ON EFFECTIVE-
NESS OF FINANCING STATEMENT.

(a) DISPOSITION. A filed financing statement remains effective with respect to

collateral that'is sold, exchanged leased, licensed, or otherwise disposed of and in

" which a security interest or agricultural lien continues, even if the secured party knows
of or consents to the dlsposmon

(b) INFORMATION BECOMING SERIOUSLY MISLEADING. Except as
otherwise provided in subsection (c) and section 336.9-508, a financing statement is
not rendered ineffective if, after the financing statement is filed, the information

pxov1ded in the ﬁnancmg statement becomes seriously rmsleadmg under section
336.9-506.

(c) CHANGE IN DEBTOR’S NAME. If a debtor so changes its name that a

filed financing statement becomes seriously rmsleadmg under section 336.9-506;

(1) the financing statement is effective to perfect a security interest in collateral
acquned by the debtor before, or r within four r months after, the change; and

(2) the financing statement is not effective to perfect a security interest in
collateral ac acquired by the debtor more e than four months after the change, unless an

amendment to the financing statement which renders the financing statement not
seriously rrusleadlng is filed within four months after the change
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Sec. 79. [336.9-508] EFFECTIVENESS OF FINANCING STATEMENT IF
NEW DEBTOR BECOMES BOUND BY SECURITY AGREEMENT.

(2) FINANCING STATEMENT NAMING ORIGINAL DEBTOR. Except as
otherwise provided in this section, a filed financing statement naming an or1g1na1
debtor is effective to perfect a security interest in collateral in which a new  debtor has
or acquires rights to the extent that the ﬁnancmg statement would have been effective
had the original debtor acqulred nghts in the collateral.

(b) FINANCING STATEMENT BECOMING SERIOUSLY MISLEADING.
If the e difference between the name of the ongmal debtor and that of the new debtor

mjsleading under section 336.9-506:

(1) the financing statement is effective to perfect a security interest in collateral
acquired by the new debtor before, and within four ‘months_ after, the new debtor
becomes bound under section 336.9- 203(d), and

(2) the ﬁnancmg statement is not effective to perfect a security interest in

becomes bound under section 336.9-203(d) unless an initial financing statement
providing the name of the new debtor is filed before the expiration of that time.

collateral as to which a filed financing statement remains effective against the new
debtor under section 336.9-507(a).

Sec. 80. [336.9-509] PERSONS ENTITLED TO FILE A RECORD.
(a) PERSON ENTITLED TO FILE RECORD. A person may file an initial

financing statement, amendment that adds collateral covered by a financing statement,
or amendment that adds a debtor to to a ﬁnancmg statement only 1f

(1) the debtor authorizes the filing in an authenticated record or pursuant to
subsection (b) or {(c); or

filing and the financing statement covers only collateral in which the person holds an
agncultural lien.
(b) SECURITY AGREEMENT AS AUTHORIZATION. By authenticating or

becoming bound as debtor by a security agreement, a debtor or new debtor authorizes
the filing of an initial ﬁnancmg statement, and an amendment, covering:

(1) the collateral described in the security agreement; and

@ property that becomes collateral under section 336.9-315(2)(2), whether or not
the security agreement expressly covers proceeds.

(c) PERSON ENTITLED TO FILE CERTAIN AMENDMENTS. A person
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financing statement or an amendment that adds a debtor to a financing statement only
if:

(1) the secured party of record authorizes the filing; or

(2) the amendment is a termination statement for a financing statement as to
which the secured party of record has failed to file or “send a termination statement as

requ1red by section 336.9- 513(a) or (c), the debtor authorizes the filing, and the
termination statement indicates that the e debtor authorized 1t to be filed.
|

(d) MULTIPLE SECURED PARTIES OF RECORD. If there is more than one

secured party of record for a financing statement, each secured party of record may
authorize the ﬁhng of an 1 amendment under subsection ©).

Sec. 81. [336.9-510] EFFECTIVENESS OF FILED RECORD. |
(a) FILED RECORD EFFECTIVE IF AUTHORIZED. A ﬁled record is

336.9-509,

(b) AUTHORIZATION BY ONE SECURED PARTY OF RECORD. A record
authorized by one secured party of record does not affect the financing statement with
respect to another secured party of record.

(c) CONTINUATION STATEMENT NOT TIMELY FILED. A continuation
statement that is not filed within the six-month period prescnbed by section

336.9-515(d) i is ineffective.
Sec. 82. [336.9-511] SECURED PARTY OF RECORD.

(a) SECURED PARTY OF RECORD. A secured party of record with respect to
a financing statement is a person whose name i is provided as the name of the secured
party or a representative of the secured party 1n an initial financing statement that has
been filed. If an initial ﬁnancmg statement 1s ﬁled under section 336.9- 514(a), th_e

assignee named in the initial financing statement is is the secured party of record with
respect to the financing statement.

(b) AMENDMENT NAMING SECURED PARTY OF RECORD. If an
amendment of a financing statement which provides the name of a person as a secured
party or a representative of a secured party is filed, the person named in the amendment
isa secured party of record. If an amendment is ﬁled under section 336.9-514(b), the
ass1gnee named in the amendment i isa secured | party of record.

(c) AMENDMENT DELETING SECURED PARTY OF RECORD. A person
remains a secured party of record until the filing of an amendment of the financing
statement which deletes the person.

Sec. 83. [336.9-512] AMENDMENT OF FINANCING STATEMENT.

(2) AMENDMENT OF INFORMATION IN FINANCING STATEMENT.
Subject to section 336.9-509, a person may add or delete collateral covered by,

continue o or terminate the effectiveness of, or, subject to subsection (e), otherwise
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amend the information provided in, a financing statement by filing an amendment that:

(1) identifies, by its file number, the initial financing statement to which the

amendment relates; and

(2) if the amendment relates to an injtial financing statement filed or recorded in
a filing office described i in section '336.9- 501(a)(1), provides the information spec1ﬁed
in section 336.9-502(b).

(b) PERIOD OF EFFECTIVENESS NOT AFFECTED. Except as otherwmé

of effectiveness of the ﬁnancmg statement.

() EFFECTIVENESS OF AMENDMENT ADDING COLLATERAL. A
ﬁnancmg statement that is amended by an amendment that adds collateral is effective
as to the added collateral only from the > date of the filing of f the amendment.

(d) EFFECTIVENESS OF AMENDMENT ADDING DEBTOR. A financing
statement that is amended by an amendment that adds a debtor is effective as to the

(e) CERTAIN AMENDMENTS INEFFECTIVE. }E amendment is ineffective
to the extent 1t

(1) purports to delete all debtors and fails to provide the name of a debtor to be
covered by the financing statement; or

(2) purports to delete all secured parties of record and fails to provide the name
of a new secured p: party of record.

Sec. 84. [336. 9-513] TERMINATION STATEMENT.

(2) CONSUMER GOODS. A secured party shall cause the secured party of
record for a financing statement to file a termination statement for the ﬁnancmg

statement 1f the financing statement covers consumer goods and:

(1) there is no obligation secured by the collateral covered by the financing
statement and no comnutment to make an advance incur an obhgatmn, or otherwise
give value, or

(2) the debtor did not authonze the filing of the initial financing statement,

(b) TIME FOR COMPLIANCE WITH SUBSECTION (A). To comply with
subsection (a), a secured party shall cause the secured party of record to ﬁle the
termmatlon statement:

(1) within one month after there is no obligation secured by the collateral covered
by the ﬁnancmg statement and no y commitment to make an n advance, incur an
obligation, or otherwise give value; ¢ or

(2) if earlier, within 20 days after the secured party receives an authentlcated

demand from a debtor.
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(c) OTHER COLLATERAL. In cases not governed by subsection (a), within 20
days ‘after a secured party receives an n authenticated demand from a debor, tt the secured
party “shall cause the secured party  of record for a financing statement to send to the
debtor a t a termination statement for the ﬁnancmg statement or file the termination
statement in the filing office if:

(1) except in the case of a ﬁnancmg statement covermg accounts or chattel paper

make an advance, incur an obligation, or otherwise give value;

(2) the financing statement covers accounts or chattel paper that has been sold but

as to ‘which the account debtor or other person obligated has discharged its obligation;

(3) the financing statement covers goods that were the subject of a consignment
to the debtor but are hot in the debtor’s possession; or

(4) the debtor did not authorize the filing of the initial financing statement,

(d) EFFECT OF FILING TERMINATION STATEMENT. Except as other-
wise provided in section 336.9-510, upon the filing of a termination statement ( with the the
filing office, the financing statement to which the termination statement relates ceases
to be effective. Except as otherwise provided in in section 336.9-510, for purposes of
sections 336.9-519(g), 336.9-522(a), and 336.9-523(c), the filing with the filing office

of a termination statement relating to a filing statement that indicates t] that the debtor is
a a transmitting utility also causes the effectiveness of the financing statement to lapse.

Sec. 85. [336.9-514] ASSIGNMENT OF POWERS OF SECURED PARTY
OF RECORD.

(a) ASSIGNMENT REFLECTED ON INITIAL FINANCING STATE-
MENT. Except as otherwise provided in subsection (c), an initjal financing statement
may reflect an “assignment of all of  the secured party’s power to authorize an
amendment to o the ﬁnancmg statement by providing the name and mailing address of
the assignee as the name and addtess of the secured party.

(b) ASSIGNMENT OF FILED FINANCING STATEMENT. Except as other- |
wise prov1ded in subsection (c), a secured party of record may assign 1 of record all or
patt of its power to authorize an amendment toa a financing statement by filing in the
filing office an amendment of the financing statement which:

(1) identifies, by its file number, the initial financing statement to which it relates;

(2) provides the name of the assignor; and

(3) provides the name and mailing address of the assignee.

(c) ASSIGNMENT OF RECORD OF MORTGAGE. An assignment of record
ofa secunty interest in a fixture covered by a record of a mortgage which is “effective

made only by an assignment of record of the mortgage in the manner prov1ded by law
of this state other than the Uniform Commercial Code.
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Sec. 86. [336.9-515] DURATION AND EFFECTIVENESS OF FINANCING
STATEMENT; EFFECT OF LAPSED FINANCING STATEMENT.

(a) FIVE-YEAR EFFECTIVENESS. Except as otherwise provided in subsec-
tions ), (), (), and (g), a filed financing statement i is effective for a penod of ﬁve

(b) PUBLIC FINANCE OR MANUFACTURED HOME TRANSACTION.
Except as otherwlse prowded m subsecnons (e), (), and (g), an initial financing

transaction.

(c) LAPSE AND CONTINUATION OF FINANCING STATEMENT. The
effectiveness of a filed financing statement lapses on the expiration of the period of its

effectiveness unless before the lapse a continuation statement is filed pursuant to
subsectlon (d). Upon Iapse a ﬁnancmg statement ceages to be effecnve and any

becomes unperfected, unless the security interest is perfected otherwise. If the security
interest or agricultural lien becomes unperfected upon lapse, it is deemed never to have
been perfected as against a purchaser of the collateral for value.

(d) WHEN CONTINUATION STATEMENT MAY BE FILED. A continuation
statement may Ee filed only within six months before the expiration of the five-year

period specified in subsection (a) or the 30-year period specified in “subsection (b),
whichever is apphcab]e :

(e) EFFECT OF FILING CONTINUATION STATEMENT. Except as other-
wise provided in section 336.9-510, upon timely filing of a continuation statement, the
effectiveness of the initial financing statement continues for a period of five years
commencmg ‘on the day on Whlch the ﬁnancmg statement would have become

ﬁnancmg statement lapses in the same manner as provided in subsection (c), unless,
before the lapse, another continuation statement is filed pursuant to subsection (d).
Succeeding continuation statements may be filed i in the same manner to continue the

effectiveness of the initial financing statement.

(f) TRANSMITTING UTILITY FINANCING STATEIVIENT If a debtor is a

1s effective until a termination statement is filed.

[€9] RECORD OF MORTGAGE AS FINANCING STATEMENT. é record of

until the mortgage is released or satisfied of record or its effectiveness otherwise
terminates as to the real property.

Sec. 87. [336.9-516] WHAT CONSTITUTES FILING; EFFECTIVENESS
OF FILING.
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(a) WHAT CONSTITUTES FILING. Except as otherwise provided in subsec-
tion @ communication of a record to a filing office and tender of the ﬁlmg fee or

acceptance of the record by the ﬁlmg office constitutes ﬁlmg

(b) REFUSAL TO ACCEPT RECORD; FILING DOES NOT OCCUR. Filing
does not occur with respect to a record that a filing office refuses to accept because:

(1) the record is not communicated by a method or medium of communication
authorized by the filing o office;

) an amount equal to or greater than the applicable filing fee is not tendered,

(3) the filing office is unable to index the record because:

(A) in the case of an initial financing statement, the record does not provide a

name fo1 the debtor;

(B) in the case of an amendment or correction statement, the record:

(i) does not identify the initial financing statement as required by section
336.9-512 or or 336.9-518, as apphcable or

(i) identifies an initial financing statement whose effectiveness has lapsed under
section on 336.9-515;

(C) in the case of an initial financing statement that provides the name of a debtor

jdentified as an individual or an amendment that provides a name of a a debtor identified
as an individual which was not p1ev1ously prov1ded in the ﬁnancmg statement to which

the record relates, the record does not identify the debtor’s last name; or

(D) in the case of a record filed or recorded in the filing office described in section

336.9-501(a)(1), the record does not provide a sufficient description of the real property
to which it relates;

(4) in the case of an initial financing statement or an amendment that adds a

secured party of record, the record does not provide a name and mailing address for the
secured party of record;

name of a debtor which was not previously p10v1ded in the ﬁnancmg statement to
which the amendment relates, the record does not:

(A) provide a mailing address for the debtor;

(22 indicate whether the debtor is an individual or an organization; or

(C) if the financing statement indicates that the debtor is an organization, provide:

(i) a type of organization for the debtor;

(ii) a jurisdiction of organization for the debtor; or

(iii) an organizational identification number for the debtor or indicate that the
debtor has none;
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(6) in the case of an assignment reflected in an initial financing statement under

section 336.9-514(a) or an amendment filed under section 336.9- -514(b), the record
does not provide a name and mailing address for the assignee; or

(7) in the case of a continuation statement, the record is not filed within the
six-month period prescribed by section 336.9-5 15(d).

(c) RULES APPLICABLE TO SUBSECTION (B). For purposes of subsection
®:

(1) a record does not provide information if the filing office is unable to read or

decipher the information; and

(2) a record that does not indicate that it is an amendment or identify an initial

financing statement to which it relates, as required by section 336.9- 9-512, 336.9-514, or
336.9-518, is an initial financing statement.

(d) REFUSAL TO ACCEPT RECORD; RECORD EFFECTIVE AS FILED
RECORD. A record that is communicated to the filing office with tender of the filing
fee, but which the ﬁ]mg office refuses to accept for 2 reason other than one set forth
m_sﬁectmn (b) is effective as a filed record except as against a purchaser of the
collateral which gives value i in reasonable reliance upon the the absence of the record from

the files.
Sec. 88. [336.9-517] EFFECT OF INDEXING ERRORS.

The failure of the filing office to index a record correctly does not affect the
effectiveness of the filed record.

Sec, 89, [336.9-518] CLAIM CONCERNING INACCURATE OR WRONG-
FULLY FILED RECORD.

(a) CORRECTION STATEMENT. A person may file in the filing office a

correction statement with respect to a record indexed there under the person’s name if
the person believes that the record i is inaccurate or was wrongfully filed.

(b) SUFFICIENCY OF CORRECTION STATEMENT. A correction statement
must:

(1) identify the record to which it relates by the file number assigned to the initial

financing statement to which the record relates;

. (2) indicate that it is a correction statement; and

wrongfully ﬁled

() RECORD NOT AFFECTED BY CORRECTION STATEMENT. The
filing of a correction statement does not affect the effectiveness of an initial financing
statement or other filed record.
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SUBPART 2. DUTIES AND OPERATION OF FILING OFFICE

Sec. 90. [336.9-519] NUMBERING, MAINTAINING, AND INDEXING
RECORDS; COMMUNICATING INFORMATION PROVIDED IN RECORDS.

(a) FILING OFFICE DUTIES. For each record filed in a filing office, the filing
office shall:

(1) assign a unique number to the filed record,

(2) create a record that bears the number assigned to the ﬁled record and the date dale
and time of ﬁlmg,

(3) maintain the filed record for public inspection; and

(4) index the filed record in accordance with subsections (c), (d), and (e).

(b) FILE NUMBER. A file number assigned after July 1, 2001, must include a
digit that:

(1) is mathematically derived from or related to the other digits of the file number;
and

(2) enables the filing office to detect whether a number communicated as the file
number includes a : a single-digit or transposmonal error.

(c) INDEXING: GENERAL. Except as otherwise prov1ded in subsections (d)
and (e), the filing office shall

(1) index an initial financing statement according to the name of the debtor and
index al all filed “records relating to the initial financing statement 1n a manner that
associates with one another an initial financing statement and all filed records relating
to the initial financing statement; and T

(2) index a record that provides a name of a debtor which was not previously
provided in the financing statement to which the record relates also according to the
name th;at was n_ot previously provided.

(d) INDEXING: REAL PROPERTY-RELATED FINANCING STATE-
MENT If a ﬁnancmg statement is filed as a fixture filing Or covers as- extracted

if the secured party were the mortgagee thereunder, or, T, if indexing is by descnptlon, as
1f the financing statement were arecord of a mortgage of the real ‘property described.

(e) INDEXING: REAL PROPERTY-RELATED ASSIGNMENT. If a financ-
ing statement is filed as a fixture filing or covers as-extracted collateral or timber to be

New language is indicated by underline, deletions by strikeout:

Copyright © 2000 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




»

Ch. 399, Art. 1 LAWS of MINNESOTA for 2000 644

cut, the filing office shall index an assignment filed under section 336.9-514(a) or an
amendment filed under section 336.9-5 14(b):

(1) under the name of the assignor as grantor; and

(2) to the extent that the law of this state provides for indexing a record of the
assignment of a mortgage under the name o_f the assignee, under @ name o_f th_e
assignee.

(f) RETRIEVAL AND ASSOCIATION CAPABILITY. The filing office shall
maintain a capability:

to the initial financing statement t to which the record relates; and

(2) to associate and retrieve with one another an initial financing statement and
each filed record relating to the initial financing statement,

statement naming the debtor lapses under section 336.9-515 with respect to all secured
parties of record.

) TIMELINESS OF FILING OFF ICE PERFORMANCE. The filing ofﬁce

filing office receives the record in questron

) INAPPLICABILITY TO REAL PROPERTY RELATED FILING OF-

336.9- 501(3)(1)

Sec. 91. [336.9-520] ACCEPTANCE AND REFUSAL TO ACCEPT
RECORD.

(a) MANDATORY REFUSAL TO ACCEPT RECORD. A filing office shall
refuse to accept a record for filing for a reason set forth in section 336.9-516(b) and

may refuse to accept a “record for filing only for a reason set forth in section
336.9- 516(b)

to accept a record for filing, it shall communicate to the person that presented the

record the fact of and reason for the refusal and the date : and tlme . the record would

office is required to refuse to accept 1t for filing under subsection (a) However, section
336.9-338 applies to a filed financing statement providing information described in
section 336.9-516(b)(5) which is incorrect at the time the financing statement is filed.
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(d) SEPARATE APPLICATION TO MULTIPLE DEBTORS. If a record
communicated to a filing office provides information that relates to more t_ha\_n one
debtor, this part apphes as to each debtor separately.

Sec. 92. [336.9-521] UNIFORM FORM OF WRITTEN FINANCING
STATEMENT AND AMENDMENT.

(a) INITIAL FINANCING STATEMENT FORM. A filing office that accepts
written records may not refuse to accept a written initial ﬁnancmg statement 1n the
form and format adopted by the “National Conference of Commissioners on Uniform
State Laws, except for a reason set forth in section 336. 6.9-516(b).

(b) AMENDMENT FORM. A filing office that accepts written records may not
refuse to accept a written record in the form gn_d format adopted by the National

Conference of Commissioners on Uniform State Laws, except for a reason set forth in
section 336.9- 516(b).

Sec. 93. [336.9-522] MAINTENANCE AND DESTRUCTION OF
RECORDS.

(a) POST-LAPSE MAINTENANCE AND RETRIEVAL OF INFORMA-
TION. The filing office shall maintain a record of the information provided in a filed
financing statement for at least one year after the effectiveness of the financing
statement has lapsed under section 336.9-515 with respect to all secured parties of
record., The record must be retrievable by using the name of tf the debtor and by using

the file number assigned t_o the initial financing statement to o which the record relates.

b) DESTRUCTION OF WRITTEN RECORDS. Except to the extent that a
statute | governing disposition of public records provides othe1w1se “the filing ‘office
immediately may destroy any written record evidencing a financing statement,
However, if the ﬁhng office destroys a written record, it shall maintain another record
of the financing statement which complies with subsection (: (a).

Sec. 94. [336.9-523] INFORMATION FROM FILING OFFICE; SALE OR
LICENSE OF RECORDS.

(a) ACKNOWLEDGMENT OF FILING WRITTEN RECORD. If a person
that files a written record requests an acknowledgment of the filing, the filing office
shall send to the person an image of the record showing the number assigned to the

record pulsuant to section 336 9 5 19(a)(1) and the date and time of the filing of the

filing ofﬁce may instead:

(1) note upon the copy the number assigned to the record pursuant to section
336.9-519(a)(1) and the date and time of the filing of the record; and

b ACKNOWLEDGMENT OF FILING OTHER RECORD. If a person files
a record other than a written record, the filing office shall communicate to the person
an acknowledgment that provides:
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(1) the information in the record;

(2) the number assigned to the record pursuant to section 336.9-5 19(a)(i); and

(3) the date and time of the filing of the record.

(c) COMMUNICATION OF REQUESTED INFORMATION. The filing
office shall communicate or otherwise make available in a record the “following
information to any person that requests 1t

\
|
(1) whether there is on file on a date and time specified by the filing office, but not }
a date earlier than three busmess days before the filing office receives the request, any
ﬁnancmg statement that:

(A) designates a particular debtor (or, if the request so states, designates a

particular debtor at the address specified in the request);

(B) has not lapsed under section 336.9-515 with respect to all secured parties of
record; and

(C) if the request so states, has lapsed under section 336.9-515 and a record of

which is maintained by the filing - office under section 336.9-522(a);

(2) the date and time of filing of each financing statement; and

(3) the information provided in each financing statement.

(d) MEDIUM FOR COMMUNICATING INFORMATION. In complying
with its duty under subsection (¢), the filing office may communicate information in

any medium. However, if requested, the filing office shall communicate information by
issuing 1ts written certificate.

(e) TIMELINESS OF FILING OFFICE PERFORMANCE. The filing office
shall perform the acts requlred by subsections (a) through (d) at the time and in the

filing office receives the request,

(f) PUBLIC AVAILABILITY OF RECORDS. At least weekly, the secretary of
state shall offer to sell or license to the public on a nonexclusive basis, in in bulk, copies

of all records filed in it under this part, 1n every medium from time to tlme available

to the filing office.
Sec. 95. [336.9-524] DELAY BY FILING OFFICE.
Delay by the filing office beyond a time limit prescribed by this part is excused

it Dy He W DTt boyonc a e AN Prestilpet Dy T PR
(1) the delay is caused by interruption of communication or computer facilities,
war, emergency conditions, failure of equipment, or other circumstances beyond

control of the filing office; gn_d

(2) the filing office exercises reasonable diligence under the circumstances.
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Sec. 96. [336.9-525] FEES.

(a) INITIAL FINANCING STATEMENT OR OTHER RECORD: GEN-
ERAL RULE. Except as otherwise provided i in subsectlon (d), the fee for filing and
indexing a record under t this part is $20

(b) NUMBER OF NAMES., The number of names required to be mdexed does
not affect the amount of the fee in subsection (a)

request for information from the filing oiﬁce, 1nclud1ng for issuing a certificate
showing whether there i is on ﬁle any financing statement naming a particular debtor, 1 is
$20.

(d) RECORD OF MORTGAGE. This section does not require a fee with respect

to a record of a mortgage which is effective as a financing statement filed as a fixture

filing orasa ‘a financing statement covering as-extracted collateral or timber to be cut
under section 336.9-502(c). However, the recording and satisfaction fe fees that otherwise

would be applicable to the record of the mortgage apply.
Sec. 97. [336.9-526] DUTY TO REPORT.

The secretary of state shall report annually on or before January 1 to the

legislature on the operation of the filing office.
“Sec. 98. [336.9-527] SATELLITE OFFICES AUTHORIZED.

The secretary of state may establish satellite offices by written agreements with

public officials within the state for the purpose of meeting the filing officer

responsibilities described in sections 336.9-528 to 336.9-530. The term of the
agreement must be set by, and may be renewed by, mutual agreement. The agreement

may be terminated upon 60 days’ notice. The secretary must maintain a @ of those

public officials authorized to act as satellite offices. The secretary of state must make
this list available in an electronic format and the list must be updated at least monthly.

Sec. 99. [336.9-528] FILING; ASSIGNMENT OF FILING INFORMATION
AT SATELLITE OFFICES.

Satellite offices shall accept Uniform Commercial Code documents and respond
to requesis for information pursuant to the provisions of sections 336.9-101 to
336.9-708. A filing made at a satellite office is filed and effective at the same time and
under the same rules prov1ded for filing i m any other manner in the Uniform

Uniform Commercial Code document accepted ata satelhte office must be automati-
cally assigned by the Uniform Commercial Code information management system
operated by the secretary of state, and the file number must be the next available file

number in the Uniform Commercial Code information management system.

Sec. 100. [336.9-529] MAINTENANCE AND RETRIEVAL OF DOCU-
MENTS AND DATA.

The secretary of state shall maintain all Uniform Commercial Code documents
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Commercial Code document was filed. The Uniform Commercial Code documents and

database must be housed in th_T Uniform Commercial Code information management
system. Uniform Commercial Code documents and data shall be available from the

agreement with county recorders for the storage and retrieval of existing Uniform
Comumercial Code documents.

Any filing office within the Uniform Commercial Code information management
system may respond to requests for information, and the secretary of state shall

establish and admmlstel a system to to facilitate those responses.

Sec. 101. [336.9-530] SATELLITE OFFICES; UNIFORMITY OF SER-
VICES ASSURED.

Subdivision 1. PERFORMANCE STANDARDS. All filing officers must per-

form the responsibilities in sections 336.9-501 to 336.9- 530 and rules adopted under
sectlon 139 in a uniform manner, whether services are prov1ded by the secretary of
state or at a satellite office location. Repotts by citizens descnbmg concerns with
Ef—on—nance of filing officer responsibilities must be made to the secretary of state. The
-secretary of state is responsible for respondmg to reports “about performance in a

manner the Secretary of state determines i is appropnate

Subd. 2. FAILURE TO MEET PERFORMANCE STANDARDS. If, upon
1nvest1gat10n of citizen reports described in subdivision 1, the secretary ‘of state
«determines that performance by a satellite office of the filing officer responsibilities has has
been so unsatlsfactory that customer service has been severely impaired, the secretary
of state must terminate > the satellite office’s status and ability to perform ﬁhng office
‘responsibilities. If a satellite office’s ab111ty to perform filing office responsibilities is
terminated by the secretary of state, the change in status must be posted in the former

satelhte office and must also be pubhcly posted in the county mnty courthouse i 1n the county

electronic format.
Part 6
DEFAULT

SUBPART 1. DEFAULT AND ENFORCEMENT OF
SECURITY INTEREST

Sec. 102. [336.9-601] RIGHTS AFTER DEFAULT; JUDICIAL ENFORCE-
MENT; CONSIGNOR OR BUYER OF ACCOUNTS, CHATTEL PAPER, PAY-
MENT INTANGIBLES, OR PROMISSORY NOTES.

(2) RIGHTS OF SECURED PARTY AFTER DEFAULT. After default, a
secured party has the rights provided in this part and, except as otherwise provided i in

sectlon 336.9-602, those provided by agreement of the partles A secured party:
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(1) may reduce a claim to judgment, foreclose, or otherwise enforce the claim,
security interest, or agricultural lien by any available Jud101al procedure; and

(2) if the collateral is documents, may proceed either as to the documents or as to

the goods they cover.

(b) RIGHTS AND DUTIES OF SECURED PARTY IN POSSESSION OR
CONTROL. A secured party in possession of collateral or conirol of collateral under
section 336.9-104, 336.9-105, 336.9-106, or 336.9- 107 has the E‘Eﬂtﬁ and dutjes
provided in section 336.9-207.

(c) RIGHTS CUMULATIVE SIMULTANEOUS EXERCISE. The rights
under r subsections (a) and (b) are cumulative and may be exercised simultaneously.

(d) RIGHTS OF DEBTOR AND OBLIGOR. Except as otherwise provided in
subsection (g) and section 336.9-605, after default, a debtor ﬁl an obligor have ge
rights prov1ded in this part and by agreement of the parties.

(e) LIEN OF LEVY AFTER JUDGMENT. If a secured party has reduced its
claim to judgment, the lien of any levy that may be made upon the collateral by virtue

of an execution based upon the judgment relates back to the carliest of:

(1) the date of perfection of the security interest or agricultural lien in the
collateral;

(2) the date of filing a financing statement covering the collateral; or

(3) any date specified in a statute under which the agricultural lien was created.

(f) EXECUTION SALE. A sale pursuant to an execution is a foreclosure of the
security interest or agricultural 11en by judicial procedure within the meaning of thls
section. A secured | party may purchase at the sale and thereafter hold the collateral free

of any other requirements of this article.

(g CONSIGNOR OR BUYER OF CERTAIN RIGHTS TO PAYMENT.
Except as otherwise prov1ded in sectwn 336.9-607(c), this part imposes no duties upon

intangibles, or promissory notes.

Sec. 103. [336.9-602] WAIVER AND VARIANCE OF RIGHTS AND DU-
TIES.

Except as otherwise provided in section 336.9-624, to the extent that they give

rights to a debtor or obligor and impose duties on a secured p palty, the debtor or obligor
may not waive of v vary the rules stated i in the followmg listed sections:

(2) section 336.9-210, which deals with requests for an accounting and requests
concerning a list of collateral and statement of account;
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(3) section . 336.9-607(c), which deals with collection and enforcement of
collateral

(4) sections 336.9-608(a) and 336.9-615(c) to the extent that they deal with

application or payment of noncash proceeds of collection, enforcement, or dlsposmon,

(5) sections 336.9-608(a) and 336.9-615(d) to the extent that they requlre

accounting for or payment of surplus proceeds of collateral;

(6) section 336.9-609 to the extent that it imposes upon a secured party that takes
possession of collateral without judicial process the duty to do so without breach of the

peace;

(7) sections 336.9-610(b), 336.9-611, 336.9-613, and 336.9-614, which deal with
disposition of collateral;

(8) section 336.9-615(f), which deals with calculation of a deficiency or surplus
when a disposition is made to the secured party, a person related to the secured party,
ora secondary obhgor

(9) section 336.9-616, which deals with explanation of the calculation of a surplus
or deficiency;

(10) sections 336.9-620, 336.9-621, and 336.9-622, which deal with acceptance of
collateral in satisfaction of obligation;

(11) section 336.9-623, which deals &th redemption of cullateral;

(12) section 336.9-624, which deals with permissible Waivers; and

(13) sections 336.9-625 and 336.9-626, which deal with @ secured party s
liability for failure to comply w1th this artlcle

Sec. 104. [336.9-603] AGREEMENT ON STANDARDS CONCERNING
RIGHTS AND DUTIES.

(a) AGREED STANDARDS. The parties may determine by agreement the
standards measuring the fulfillment of the rights of a debtor or obligor and the duties
of a secured party under a rule stated in in section 1 336.9-602 1f the standards : are not
mamfestly unreasonable.

(b) AGREED STANDARDS INAPPLICABLE TO BREACH OF PEACE

breaching the peace.

Sec. 105. [336.9-604] PROCEDURE IF SECURITY AGREEMENT COV-
ERS REAL PROPERTY OR FIXTURES.

(a) ENFORCEMENT: PERSONAL AND REAL PROPERTY. If a security
agreement covers both personal and real property, a secured party may proceed:

(1) under thlS part as to the personal property without prejudicing any rights with
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2) as to both the personal prope1ty and the real property in accordance w1th the

do not apply.

(b) ENFORCEMENT: FIXTURES. Subject to subsection (c), if a security
agreement covers goods that are or become fixtures, a secured party may proceed:

(1) under this part; or

e e e e e e e e e e e e

(c) REMOVAL OF I"IXTURES Subject to the other prov151ons of this part, if

a secured party holding a security interest in fixtures | has priority over al_l owners arﬁ
encumbrancers of the @ property, the secured party, after default, may remove th_e

collateral from the real property.

~ (d) INJURY CAUSED BY REMOVAL. A secured party that removes collateral
shall promptly reimburse any encumbrance1 or owner of the real p property, other than

secured party need not reimburse tt the encumbrancer or owner for any dlmmutlon in

value of the real property caused b_y the absence- o_f the goods removed or EX any
necessity of replacing them. A person entitled to reimbursement may refuse permission
to remove unt11 the secured party gives adequate assurance for the performance of the |

obhgatlon 0 to reimburse.

Sec. 106. [336.9-605] UNKNOWN DEBTOR OR SECONDARY OBLIGOR. }

|
(1) to a person that is a debtor or obligor, unless the secured party knows: |

(A) that the person is a debtor or obligor;

(B) the identity of the person; and

(C) how to commumcate with the person; or

(2) to a secured party or lienholder that has filed a financing statement against a
person, unless the secured party knows:

(A) that the person is a debtor; and

(B) the identity of the person.
Sec. 107. [336.9-606] TIME OF DEFAULT FOR AGRICULTURAL LIEN,

For purposes of this part, a default occurs in connection with an agricultural lien

at the time the secured party becomes entitled to enforce the lien in accordance w1th

the statute under which it was created.

Sec. 108. [336.9-607] COLLECTION AND ENFORCEMENT BY SECURED
PARTY.
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(a) COLLECTION AND ENFORCEMENT GENERALLY. If so agreed, and
in any event after default, a secured party:

(1) may notify an account debtor or other person obligated on collateral to make
payment or otherw1se render performance to or for the benefit of the secured g party;

(2) may take any proceeds to which the secured party is entitled under section

336.9-315;

(3) may enforce the obligations of an account debtor or other person obligated on
collateral and exercise the rights of “the debtor with respect to the obligation of the
account debtor or other pe: person obhgated on collateral to make payment or otherwise

obhganons of the account debtor or other person obligated on the collateral;

(4) if it holds a security interest in a deposit account perfected by control under

section 336.9-104(a)(1), may apply the balance of the deposit account to the obligation
secured by the deposit account;

(5) if it holds a security interest in a deposit account perfected by control under
section 336.9- 104(a)(2) or (3), may instruct the bank to pay the balance of the deposit

property sufficient for record1 ag in the real property records applicable to that real
property.
(b) NONJUDICIAL ENFORCEMENT OF MORTGAGE. (1) To exercise

under subsection (a)(3) the right of a debtor to enforce a mortgage non]ud1c1a11y, the
secured party must record i in the office i in which a record. of the morigage is recorded:

(A) an assignment of the mortgage to the secured party; or

(B) the secured party’s sworn affidavit of assignment in recordable form stating:

(1) a default has occurred under a security agreement that creates or provides for

(iii) the secured party is entitled to enforce the mortgage nonjlud1c1a11y;

(iv) the legal description of the real property encumbered by the mortgage;

the mortgage, the place of recordmg of the mortgage, and the identifying number or
other indexing . information that identifies 1 the mortgage in the office of the county

recorder or registrar of titles where the mortgage is recorded;
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(vi) the secured party has succeeded to the interest of the debtor under the
mortgage; and

(vii) the affidavit of assignment shall be an asmgnment to the secured party of the
interest of the debtor under the m01tgage

(2) The affidavit of assignment is entitled to be recorded with the county recorder
or the reglstrm of titles 2 and upon recoxdmg, the “affidavit of asmgnment shall be deemed

an assignment to the secured party of the interest of the debtor under the the mortgage.

(c) COMMERCIALLY REASONABLE COLLECTION AND ENFORCE-
MENT. A secured party shall proceed in a commercially reasonable manner if the
secured party:

(1) undertakes to collect from or enforce an obligation of an account debtor or
other pe person obligated on collateral; and

(2) is entitled to charge back uncollected collateral or otherwise to full or limited
recourse agamst the debtor or a secondaly obligor.

(d) EXPENSES OF COLLECTION AND ENFORCEMENT. A secured party
may deduct from the collections made pursuant to subsection (c) reasonable exp expenses
of of collection and and enforcemen, including reasonable attorneys fees and legal expenses
incurred by the secured party.

(e) DUTIES TO SECURED PARTY NOT AFFECTED. This section does not
determine whether an account debtor, bank, or other person obhgated on collateral
owes a duty o a secured party.

() SECURED PARTY TO OBTAIN ASSIGNMENT OF DEBTOR'’S IN-
TEREST UNDER THE MORTGAGE. If the obligation of an account debtor or
other pexson obligated on collatelal is secmed by an interest 1n real property, the

section shall;

(1) file an assignment of the mortgage to the secured party;

(2) proceed under section 336.9-619 and record a transfer statement in the office
of the county recorder or registrar of titles s where the mortgage is recorded; or

(3) file an affidavit of assignment as provided under subsection (b).

Sec. 109. [336.9-608] APPLICATION OF PROCEEDS OF COLLECTION
OR ENFORCEMENT; LIABILITY FOR DEFICIENCY AND RIGHT TO
SURPLUS.

(2) APPLICATION OF PROCEEDS, SURPLUS, AND DEFICIENCY IF
OBLIGATION SECURED. If a security interest or agricultural lien secures payment
or performance of an obligation, the following rules apply:

(1) A secured party shall apply or pay over for application the cash proceeds of

collection’ or enforcement under section 336.9-607 i in the followmg order to:
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(A) the reasonable expenses of collectlon and enforcement and, to the extent

legal expenses 1ncuned by the secured party;

(B) the satisfaction of obligations secured by the security interest or agricultural
lien under which the co]lectlon or enforcement i is made and

(C) the satisfaction of obligations secured by any subordinate security interest in
or other lien on the collateral subject to the security interest or agncultural lien under
which the collection or enforcement is is made if the secured party teceives an
authenticated demand for proceeds before distribution o of the proceeds is completed—

(2) I requested by a secured party, a holder of a subordinate security interest or

other 11en shall furnish reasonable proof of the interest or lien within a reasonable tlme

demand under paragraph (1)(C)

(3) A secured party need not apply or pay over for application noncash proceeds
of collection and enforcement under section 336.9-607 unless the failure to do so
would be commerc:lally unreasonable. A secured party that apphes Or pays over for
apphoatmn noncash proceeds shall do so in a commercmlly reasonable manner.

obligor i is s liable for any deficiency.

(b) NO SURPLUS OR DEFICIENCY IN SALES OF CERTAIN RIGHTS TO
PAYMENT. If the underlying transaction is a E‘E of accounts, chattel paper, payment

intangibles, or promissory notes, the debtor is not entitled to any surplus, and the
obligor is hot 't Hable for any deﬁ01ency

Sec. 110. [336.9-609] SECURED PARTY’S RIGHT TO TAKE POSSESSION
AFTER DEFAULT.

(a) POSSESSION; RENDERING EQUIPMENT UNUSABLE; DISPOSI-
TION ON DEBTOR’S PREMISES. After default, a secured party:

(1) may take possession of the collateral; and

(2) without removal, may render equipment unusable and dispose of collateral on
a debtor’s premises under section 336.9-610.

(b) JUDICIAL AND NONJUDICIAL PROCESS. A secured party may proceed
under subsection (a):

(1) pursuant to judicial process; or

(2) without judicial process, if it proceeds without breach of the peace.

‘ (c) ASSEMBLY OF COLLATERAL. If so agreed, and in any event after
default, a secured party may require the debtor to assemble the collateral and make it
available to the secured party at a place to be designated by the secured party which
is reasonably convenient to both pames
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Sec. 111, [336.9-610] DISPOSITION OF COLLATERAL AFTER DEFAULT.

(a) DISPOSITION AFTER DEFAULT. After default, a secured party may sell,
lease, license, or otherwise dispose of any or all of the collateral i in its present condition

or following any commercially reasonable preparation or processing.

(b) COMMERCIALLY REASONABLE DISPOSITION. Every aspect of a
disposition of collateral, including the method, manner, time, place, and other terms,
must be commerc1a11y reasonable. If commercially reasonable, a secured party may
dlspose of collateral by pubhc or pmvate proceedings, by one or more contracts, as a

(c) PURCHASE BY SECURED PARTY. A secured party -may purchase
collateral:

(Iata pubhc dlsposmon, or

on a recognized market or the subject of widely distributed standard price quotations.
(d) WARRANTIES ON DISPOSITION. A contract for sale, lease, license, or

other di: disposition includes the warranties relatmg_to title, possession, quiet enJoymeth—
and the like which by operatlon of law accompany a voluntary disposition of property

of the kind subject to the contract.

(e) DISCLAIMER OF WARRANTIES. A secured party may disclaim or
modlfy warranties under subsection (d):

(1) in a manner that would be effective to dlsclaxm or modify the warranties in a
volunta.ry d1spos1t10n of proper ty of the kmd subject to the contract of disposition; ¢ or

disposition and including an express disclaimer or modification of the warranties.

(f) RECORD SUFFICIENT TO DISCLAIM WARRANTIES. A record is

sufficient to dlsclalm warrantles under subsectlon (e) if it 1nd1cates “there is no

or uses words of of smular import.

Sec. 112. [336.9-611] NOTIFICATION BEFORE DISPOSITION OF COL-
LATERAL.

(a) NOTIFICATION DATE. In this section, “notification date” means the earlier
of the date on which:

(1) a secured party sends to the debtor and any secondary obligor an authenticated
notification of disposition; or

(2) the debtor and any secondary obligor waive the right to notification.

(b) NOTIFICATION OF DISPOSITION REQUIRED. Except as otherwise
prov1ded in subsection (d), a secured party that disposes of collateral under section
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336.9-610 shall send to the persons specified in subsection (c) a reasonable authenti-

cated notification of disposition.

(c) PERSONS TO BE NOTIFIED. To comply with subsection (b), the secured
party shall send an authenticated notification of disposition to:

[€5)] % debtor;

(2) any secondary obligor; and

(3) if the collateral is other than consumer goods:

(A) any other person from which the secured party has received, before the
notification date, an authenticated notification of a claim of an 1 interest in the collateral

(B) any other secured party or lienholder that, ten days before the notification

date, held a secutity interest in or other lien on the collateral perfected by the filing of

a financing statement that:

(1) identified the collate1a1

security interest in the collateral perfected by compliance w1th a statute, regulatlon or
treaty described in ‘section 336.9-311(a).

(d) SUBSECTION (B) INAPPLICABLE: PERISHABLE COLLATERAL;
RECOGNIZED MARKET Subsection (b) does not apply if the collateral is

a recogmzed market.

() COMPLIANCE WITH SUBSECTION (C)(3)(B). A secured party complies
with the requirement for notification prescribed by subsection (c)(3)(B) if: .

" (1) not later than 20 days or earher than 30 days before the notlﬁcatlon date, the

subsection (c)(3)(B); @
@“ before the notification date, the secured party:

(A) did not receive a response to the request for information; or

(B) received a response to the request for information and sent an authenticated
notification of d1spos1t1on to each secured [ party named in that response whose
financing statement covered the - collateral.

Sec. 113. [336.9-612] TIMELINESS OF NOTIFICATION BEFORE DISPO-
SITION OF COLLATERAL.
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(2) REASONABLE TIME IS QUESTION OF FACT. Except as otherwise
prov1ded in subsection (b), whether a notification is sent within a reasonable time is a
question (_Jf fact.

(b) TEN-DAY PERIOD SUFFICIENT IN NONCONSUMER TRANSAC-
TION. ] Ina transaction other than a consumer tlansactlon, a notlﬁcatlon of disposition

Sec. 114, [336.9-613] CONTENTS AND F I‘ORM OF NOTIFICATION BE-
FORE DISPOSITION OF COLLATERAL: GENERAL.

Except in a consumer goods transaction, the following rules apply:

(1) The contents of a notification of disposition are sufficient if the notification:

(A) describes the debtor and the secured pal“cy;

(C) states the method of mtended disposition;

(D) states that the debtor is entitled to an accountmg of the unpaid indebtedness

other disposition is to be made.

(2) Whether the contents of a notification that lacks any of the information

specified 1 in paragraph ) are nevertheless sufficient i is a question of fact.

(3) The contents of a notification providing substantially the information specified
in paragraph (1) are sufficient, even if the notification includes:

(4) information not specified by that paragraph' or

(4) A particular phrasing of the notification is not required.

(5) The following form of notification and the form appearing in section
336.9- 614(3), when completed, each provides sufficient information:

NOTIFICATION OF DISPOSITION OF COLLATERAL

To: (Name of debtor, obligor, or other person to which the
notification 1s sent)
From: (Name, address, and telephone number of secured party)

Name of Debtor(s): (Include only if debtor(s) are not an addressee)

(For a public disposition:)

We will sell (or lease or license, as applicable) the .....(describe collateral)..... (to

the highest qualified bidder) i in public a as follows:
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Day @ Date:
Time:
Place:

(For a private disposition:)

We w111 ‘sell (or lease or license, as applicable) the

 privately sometime after .. (day and date)....

You are entltled to an accounting of the unpaid 1ndebtedness secured by the

$...). You may request an accounting by calling us at (telephone number)

Sec. 115. [336.9-614] CONTENTS AND FORM OF NOTIFICATION BE-
FORE DISPOSITION OF COLLATERAL: CONSUMER GOODS TRANSAC-
TION.

In a consumer goods transaction, the following rules apply:

(1) A notification of disposition must provide the following information:

(A) the information speciﬁed in section 336.9—613(1)'

party to redeem the collateral under section 336.9-623 i is available; and

(D) a telephone number or mailing address from which additional information
concerning the disposition and the obligation secured i is available.

(2) A particular phrasmg of the notification is not required.

information:
(Name and address of secured party)
(Date)

NOTICE OF OUR PLAN TO SELL PROPERTY
(Name and address of any obligor who is also a debtor)
Subject: ....(Ident1ﬁcat10n of Transaction)....

We have your ..(describe collateral)..., because you broke promises in our
agreement
(For a pubhc dlsposmon)

We will sell ...(describe collateral)... at pubhc sale. A sale could include a lease or
license, The sale will be held as follows:
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(For a private digposition:)

We will sell ,..(describe collateral)... at private sale sometime after . (date) - Asale
could i include a lease or license.

— e s

___.._,_..‘__.__.___....._.__________.________._._

write v us at (seculed party’s address) D,

We are sendmg this notice to the following other people who have an interest in

respect t to rights arising ng under th1s article.

(6) If a notification under this section is not in the form of paragraph (3), law other

than this article determines the effect of including information not required by by

paragraph (1).
Sec. 116. [336.9-615] APPLICATION OF PROCEEDS OF DISPOSITION;
LIABILITY FOR DEFICIENCY AND RIGHT TO SURPLUS.

() APPLICATION OF PROCEEDS. A secured party shall apply or pay over

for apphcatlon the cash proceeds of disposition under section 336.9-610 in the
following order to

(1) the reasonable expenses of retaking, holding, preparing for disposition,
processing, and disposing, and, to “the extent provided for by agreement and not
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prohibited by law, seasonable attorneys fees and legal expenses incurred by the secured
party; . ‘

(2) the satisfaction of obligations secured by the secunty interest or agricultural
lien under which the dlsposmon is made;

" (3) the satisfaction of obligations secured by any subordinate secunty interest in
or other subordinate lien on the collateral if:

(A) the secured party receives from the holder of the subordinate security interest
or other l1en an authenticated demand fo for proceeds before distribution of the praceeds
is completed and

(B) m acase in wh1ch a cons1gnor has an 1nterest in the collateral the subordinate

proceeds is completed.

(b) PROOF OF SUBORDINATE INTEREST If requested by a secured party,
a holder of a subordinate security interest or other lien shall furnish reasonable proof
of the 1nterest or lien w1thm a reasonable time. Unless the holder does so, the secured

commercially reasonable manner.

(d) SURPLUS OR DEFICIENCY IF OBLIGATION SECURED If the
security interest under which a disposition is made secures payment or performance of
an obligation, after making the payments and applications required by subsection (a)
and permitted by Dby subsection (c)

(1) unless subsect10n (a)(4) requires the secured party to apply or pay over cash

surplus, inil
(2) the obligor is liable for any deficiency.

(¢) NO SURPLUS OR DEFICIENCY IN SALES OF CERTAIN RIGHTS TO
PAYMENT. If the underlying transaction is a sale of accounts, chattel paper, payment
intangibles, or promissory notes:

(1) the debtor is not entitled to any surplus; and

(2) the obligor is not liable for any deficiency.

(f) CALCULATION OF SURPLUS OR DEFICIENCY IN DISPOSITION
TO PERSON RELATED TO SECURED PARTY. The surplus or deficiency

following a disposition is calculated based on the amount of proceeds that would have
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been realized in a dlsposmon complying with this part to a transferee other than the

secured party, a person related to the secured party, or a secondary obligor if:

(1) the transferee in the disposition is the secured party, a person related to the
secured patty, or a secondary obligor; and

(2) the amount of proceeds of the disposition is significantly below the range of
proceeds thata complymg dlsposmon to a person other than the secured party, aperson
related to the “secured party, or a secondary obligor would have brought.

(g) CASH PROCEEDS RECEIVED BY JUNIOR SECURED PARTY. A
secured party that receives cash proceeds of a disposition in good faith and without
knowledge that the receipt violates the nghts of the holder of a security interest or other
lien that is not not subordinate to the secumty interest or agricultural lien under which the
disposition i is ‘is made:

(1) takes the cash proceeds free of the security interest or other lien;

(2) is not obligated to apply the proceeds b_f the disposition to the satisfaction of
obligations secured by the security interest or other lien; ﬁgg

(3) is not obligated to account to or pay the holder of the security interest or other
lien for any surplus.

Sec. 117. [336.9-616] EXPLANATION OF CALCULATION OF SURPLUS
OR DEFICIENCY.

(2) DEFINITIONS. In this section:

(1) “Explanation” means a writing that:

(A) states the amount of the surplus or deficiency;

(B) provides an explanation in accordance with subsection (c) of h_oy the secured
party calculated the surplus or deﬁ<:1ency,

(C) states, if applicable, that future debits, credits, charges, including additional
credit service charges or interest, rebates, and expenses may affect the amount of the
surplus or deficiency; and

(D) provides a telephone number or mailing address from which additional
information concerning the transaction is “available,

(2) “Request” means a record:

(A) authenticated by a debtor or consumer obligor;

(B) requesting that the recipient provide an explanation; and

(C) sent after disposition of the collateral under section 336.9-610.

(b) EXPLANATION OF CALCULATION. In a consumer goods transaction in
which tt the debtor is entitled to a surplus or a consumer -obligor i is liable for a deficiency
under section 336.9-615, the secured party shall:
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(1) send an explanation to the debtor or consumer obligor, as applicable, after the

disposition and:

(A) before or when the secured party accounts to the debtor and pays any surplus
or first makes written demand on the consumer obhgor after the disposition for
payment of the deficiency; and

B) within 14 days after receipt of a request or

after ‘receipt of a request, send to the consumer obligor a a record waiving the secured
party s right t0a deﬁcrency

(c) REQUIRED INFORMATION. To comply with subsection (a)(I)(B), a
writing must provide the following information in the following order:

(1) the aggregate amount of obligations secured by the security interest under
which the disposition was made, and, rf @ amount reflects a rebate of unearned

interest or or credit service ¢ charge, an indication of that fact, calculated as of a specified
date:

(A) if the secured party takes or receives possession of the collateral after default,
not more than 35 days before the ‘secured party takes or “receives possession; or

disposition;

(2) the amount of proceeds of the disposition;

(3) the aggregate amount of the obligations after deducting the amount of
proceeds;

(4) the amount, in the aggregate or by type, and types of expenses, including
expenses of retaking, holding, preparing g for disposition, processing, and disposing of

the collateral, and attorneys fees secured b by the collateral which are known to the
secured party and relate to the current disposition;

(5) the amount, in the aggregate or by type, and types of credits, including rebates

of interest ¢ or credit service charges, to which the obligor is is known to be entitled and
whlch are not reflected in the amount in paragraph (1); and

(6) the amount of the surplus or deficiency.

(d) SUBSTANTIAL COMPLIANCE. A particular phrasing of the explanation is
not required. An explanation complying ‘substantially with the requirements of
subsection (a) is sufﬁment even if it includes minor errors that are not senously.
misleading.

© CHARGES FOR RESPONSES. A debtor or consumer obligor is entitled
w1th0ut charge to one response to a request t under thrs section during any srx-month

explanation pursuant to subsection (b)(1). The secured party may require payment of
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a charge not exceeding $25 for each additional response.
Sec. 118. [336.9-617] RIGHTS OF TRANSFEREE OF COLLATERAL.

(a) EFFECTS OI1 DISPOSITION. A secured party’s d1spos1t1on of collateral
after “default: ‘

Q transfers to a transferee for value all of the debtor’s rights in EIE collateral;

(2) discharges the security interest under which the disposition is made; and

(3) discharges any subordlnate security mterest or othe1 subordmate lien other

—————— et Tt et et et ey

be discharged).
(b) RIGHTS OF GOOD FAITH TRANSFEREE, A transferee that acts in good

falth “takes free of the rights and interests described in subsection (a), even if the

secured parE/_—fafl—é Ea_comply with this atticle or the requlrements_c;f_any Jualmal
proceeding.

(c) RIGHTS OF OTHER TRANSFEREE. If a transferee does not take free of
the ughts and interests described i in subsection (a), the transferee takes the collateral
subject tﬂ_

(1) the debtor’s rights in @9 collateral;

(2) the security interest or agricultural lien under which the disposition is made;
and ' '

(3) any other security interest or other lien,

Sec. 119. [336.9-618] RIGHTS AND DUTIES OF CERTAIN SECONDARY
OBLIGORS.

(2) RIGHTS AND DUTIES OF SECONDARY OBLIGOR, A secondary
obligor acquires the rights and becomes obligated to perform the duties of the secured
party after the secondary obhgor

(1) receives an assignment of a secured obligation from the secured pai*ty;

(2) receives a transfer of collateral from the secured ] party and agrees to accept the the
nghts and assume the duties of the secured party, or

(3) is subrogated to the rights of a secured patty with respect to collateral.

(b) EFFECT OF ASSIGNMENT, TRANSFER, OR SUBROGATION. An
assignment, transfer, or subrogation described i in subsection (a): -

(1) is not a disposition of collateral under section 336.9-610; and

(2) relieves the secured party of further duties under this article.
Sec. 120. [336.9-619] TRANSFER OF RECORD OR LEGAL TITLE.
(a) TRANSFER STATEMENT. (1) In this section, “transfer statement” means a

record authenticated by a secured party stating:
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specified collateral;

(B) that the secured party has exercised its postdefault remedies with respect to
the collateral“A T )

(C) that, by reason of the exercise, a transferee has acquired the rights of the
debtor ir in th_e collateral;

(D) the name and mailing address of the secured party, debtor, and transferee; and

concermng a mortgage or other record evidencing an interest in real property, th_e
statement must state the followmg mformatlon concerning the mortgage or other
record ev1dencmg an interest in real property:

(i) the name and title on the record;

(iii) the names of the parties on the record;

(iv) the identity of the office of the county recorder or registrar of titles where the
record is filed;

(v) the date the record was filed; and

(vi) the identifying number of the record in the office of the county recorder or
registrar of titles.

an acknowledgment by the secured party in a form sufficient to satisfy the requuements
Qf chapter 358.

(b) EFFECT OF TRANSFER STATEMENT. A transfer statement entitles the
transferee to the transfer of record of ali rights of the debtor i in the collateral spec1ﬁed
in the statement in any’ ‘official ﬁhng, recordmg, reglstratlon or certificate of title
system covering the collateral. If a transfer statement is presented with the apphcable
fee and request form to the oﬂic1al or office responmble for maintaining the system, the
official or office shall:

gl_) accept the transfer statement;

@ promptly amend its records to reflect the transfer; and

transferee.

(c) TRANSFER NOT A DISPOSITION; NO RELIEF OF SECURED
PARTY’S DUTIES. A transfer of the record or legal title to collateral to a secured
party under subsection ®) or otherwise is not of itself a disposition of collateral under

this article and does not of itself relieve the secured palty of its duties s under this article.
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Sec. 121. [336.9-620] ACCEPTANCE OF COLLATERAL IN FULL OR
PARTIAL SATISFACTION OF OBLIGATION; COMPULSORY DISPOSITION
OF COLLATERAL.

(a) CONDITIONS TO ACCEPTANCE IN SATISFACTION. Except as
otherwise provided in subsection (g), a secured party may accept collateral in full or
partial satisfaction of the obligation i 1t secures only if:

(1) the debtor consents to the acceptance under subsection (c);

(2) the secured party does not receive, within the time set forth in subsection (@),

a notification of objection to the proposal authenticated by:

(A) a person to which the secured party was required to send a proposal under |
section on 336.9-621; or |

(B) any other person, other than the debtor, holding an interest in the collateral

subordinate to the security interest that is the subject of the proposal;

(3) if the collateral is consumer goods, the collateral is not in the possession of the

debtor when the debtor consents to the acceptance, and

the debtor waives the requirement pursuant to section 336.9-624.

(b) PURPORTED ACCEPTANCE INEFFECTIVE. A purported or apparent
acceptance of collateral under this section is ineffective unless:

(1) the secured party consents to the acceptance in an authenticated record or
sends a proposal to the debtor; and

(2) the conditions of subsection (a) are met,
(c) DEBTOR’S CONSENT. For purposes of this section:

authenticated after default; and

(2) a debtor consents to an acceptance of collateral in full satlsfactlon of the

authenticated after default or the secured party:

(A) sends to the debtor after default a proposal that is unconditional or subject
only to a condition that collateral not in the possession of the secured party be
preserved or maintained;

(B) in the proposal, proposes to accept collateral in full satisfaction of the
obligation i it secures; and

(C) does not receive a notification of obJectlon authenticated by the debtor within
20 days after the proposal is sent. :

(d) EFFECTIVENESS OF NOTIFICATION. To be effective under subsection
(a)(2), a notification of objection must be received by the secured party:
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336.9-621; or. e

®) if a notification was not sent, before the debtor consents to the acceptance
under subsection - (c).

(e) MANDATORY DISPOSITION OF CONSUMER GOODS. A ’secured

security interest in consumer goods; or

(2) 60 percent of the principal amount of the obligation secured has been paid in
the case of a non-purchase-money security interest in consumer goods.

(f) COMPLIANCE WITH MANDATORY DISPOSITION REQUIRE-
MENT. To comply with subsection (e), the secured party shall dispose of the
collateral:

(1) within 90 days after takmg possession; or

(g) NO PARTIAL SATISFACTION IN CONSUMER TRANSACTION Ina
consumer transaction, a secured party may not accept collateral in partial satlsfactlon
of the obligation it secures.

Sec. 122. [336.9-621] NOTIFICATION OF PROPOSAL TO ACCEPT COL-
LATERAL. _
(2) PERSONS TO WHICH PROPOSAL TO BE SENT. A secured party that

desires t to accept collateral in full or partial satisfaction of the obligation it secures shall
send its proposal to: '

(1) any person from which the secured party has received, before the debtor
consented to the acceptance, an authentlcated notification of a claim of an ‘Interest in
the collateral;

(2) any other secured party or 11enholder that, ten days before the debtor consented

Etl‘i filing of a ﬁnancmg statement that:
(A) identified the collateral;

(B) was indexed under the debtor’s name as of that date; and
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(3) any other secured party that, ten days before the debtor consented to the |
acoeptance, held a security interest in in the collateral perfected by compliance w1th a
statute, regulation, or treaty described i in in section 336.9- 311(a).

(b) PROPOSAL TO BE SENT TO SECONDARY OBLIGOR IN PARTIAL
SATISFACTION. A secured party that desires to accept collateral in partial satisfac-
tion of the obligation it secures shall send its proposal to any secondary obligor in

|
|
addition to the persons s described in s in subsection (a).

Sec. 123. [336.9-622] EFFECT OF ACCEPTANCE OF COLLATERAL.

(2) EFFECT OF ACCEPTANCE. A secured party’s acceptance of collateral in
full or partial satisfaction of the obligation it secures:

(1) discharges th_e obligation to th_e extent consented to by El_lg debtor;

(2) transfers to the secured party all of a debtor’s rights in the collateral; |

(3) discharges the security interest or agricultural lien that is the subject of the ‘
debtor’s consent and any subordinate secumy interest or t other subordinate lien; and

@_2 terminates any other subordinate interest.

(b) DISCHARGE OF SUBORDINATE INTEREST NOTWITHSTANDING
NONCOMPLIANCE. A subordinate interest is discharged or terminated under
subsection (a), even if the secured party fails to comply with th1s article.

Sec. 124, [336.9-623] RIGHT TO REDEEM COLLATERAL.

(a) PERSONS THAT MAY REDEEM. A debtor, any secondary obligor, or any
other secured party or lienholder may redeem collateral.

(b) REQUIREMENTS FOR REDEMPTION. To redeem collateral, a person
shall tender;

(1) fulfiliment of all obligations secured by the collateral; and

(2) the reasonable expenses and attorneys fees described in section 336.9-

615(a)(1)

(c) WHEN REDEMPTION MAY OCCUR. A redemption may oceur at any
time ‘before a secured party:

(1) has collected collateral under section 336.9-607;

(2) has disposed of collateral or entered into a contract for its dlsposmon under
section on 336.9-610; or

under section 336.9-622.
Sec. 125. [336.9-624] WAIVER.
(a) WAIVER OF DISPOSITION NOTIFICATION A debtor or secondary

New language is indicated by underline, deletions by strikeout:

Copyright © 2000 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




Ch. 399, Art: 1 LAWS of MINNESOTA for 2000 668

336.9-611 only by ‘an agreement to that effect entered into and authenticated after
default. N

authenticated after default

SUBPART 2. NONCOMPLIANCE WITH ARTICLE

Sec. 126. [336.9-625] REMEDIES FOR SECURED PARTY’S FAILURE TO
COMPLY WITH ARTICLE.

(a) JUDICIAL ORDERS CONCERNING NONCOMPLIANCE. If it is
estabhshed that a secured party is not proceeding in accordance with this article, a
court may order or restrain collection, enforcement, or disposition of “collateral on

appropriate terms and conditions.
®) DAMAGES FOR NONCOMPLIANCE LOSSES. Subject to subsections

resultmg from the debtor’s 1nab111ty to obtain, or lncreased costs of altematlve
financing.
(c) PERSONS ENTITLED TO RECOVER DAMAGES; STATUTORY

DAMAGES IN CONSUMER GOODS TRANSACTION. Except as otherwise
provided in section 336.9-628:

(1) a person that at the t1me of the failure, was a debtor, was an obligor, or held

fa11ure in any event an amount not less than the credit service charge plus ten percent
of the principal amount of the obligation or or the time-price differential plus ten percent
9_f EIE cash price.

(d) RECOVERY WHEN DEFICIENCY ELIMINATED OR REDUCED. A
debtor whose deficiency is eliminated under section 336.9-626 may recover damages
for the loss of any surplus However a debtor or secondary obhgor whose deficiency

enforcement, disposition, or acceptance.

(¢) STATUTORY DAMAGES: NONCOMPLIANCE WITH SPECIFIED
PROVISIONS. In addition to any damages recoverable under subsection (b), the
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debtm, consumer obhgm or pelson named as a debtor in a filed record, as applicable,

(1) fails to comply with section 336.9-208,

(2) fails to comply with section 336.9-209;

(3) files a record that the person is not entitled to file under sectlon 336 9-509(a);

as required by section 1 336.9-5 13(a) or (c),

(5) fails to comply with section 336.9- 616(b)(1) and whose failure is is part of a
pattern, or or consistent w a practice, of noncompliance; o or

(6) fails to comply with section 336.9-616(b)(2). |

(f) STATUTORY DAMAGES: NON COMPLIANCE WITH SECTION
336.9-210. A debtor or consumer obligor may recover damages under subsection (b)
and, in addltlon, $5_OQ in each case from a person that, without reasonable cause, f_allf
moﬁply with a reqﬁ(—asﬂl—ﬁc@l—s%n—B% 9-210. A recipient of a request under
section 336.9-210 which never claimed an interest in the collateral o or obhgatlons that
are the subject of a request under that section has a reasonable excuse for failure to to

comply with glg 1equest within th_e meaning g_f @ subsection.
(g) LIMITATION OF SECURITY INTEREST NONCOMPLIANCE WITH

as against a person that is is reasonably misied by the failure.

Sec. 127. [336.9-626] ACTION IN WHICH DEFICIENCY OR SURPLUS IS
IN ISSUE.

(a) APPLICABLE RULES IF AMOUNT OF DEFICIENCY OR SURPLUS
IS IN ISSUL. In an action arising from a transaction, other than a consumer

transaction, in which the amount of a deficiency or surplus is in issue, the following
rules apply:

relating to collection, enforcement, disposition, or acceptance unless the debtor or a
secondary obligor places the secured party’s compliance 1 in issue.

(2) If the secured party’s compliance is placed in issue, the secured party has the
burden of establishing that the collection, enforcement, disposition, or acceptance was
conducted i in accordance v w1th this part,

(3) Except as otherwise provided in section 336.9-628, if a secured party fails to
prove that the collection, enforcement, disposition, or acceptance was conducted in
accordance w1th the provisions of this part relating to collection, enforcement,

disposition, or or acceptance, the liability of a debtor or a secondary obligor for a
deficiency is ; limited to an amount by which the sum of the secured obligation,
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expenses, and attorneys fees exceeds the greater of: .

(A) the proceeds of the collection, enforcement, disposition, or acceptance; or

(B) the amount of proceeds that would have been reahzed had the noncomplymg

collection, enforcement drsposrtlon or acceptance

@ For purposes of paragraph (3)(B), the amount of proceeds that would have

(5) If a deficiency or surplus is calculated under section 336. 9 615(f), the debtor
or obhgor has the burden ¢ of establishing that the amount of proceeds of the disposition
is significantly below the range of prices that a complymg disposition to a person other
than the secured party, a a person n related to the secured party, ora secondary obligor
would h have brought,

(b) NONCONSUMER TRANSACTIONS; NO INFERENCE. The limitation
of the rules in subsection (a) to transactlons other than consumer transactrons is

in consumer transactrons and may continue to apply established approaches

Sec. 128. [336.9-627] DETERMINATION OF WHETHER CONDUCT WAS
COMMERCIALLY REASONABLE.

(a) GREATER AMOUNT OBTAINABLE UNDER OTHER CIRCUM-
STANCES; NO PRECLUSION OF COMMERCIAL REASONABLENESS. The
fact that a greater amount could have been obtained by a collection, enforcement,
dlsposmon, or acceptance ata dlfferent time o or in a different method from that selected

establishing that the collection, enforcement, disposition, or acceptance was made in a ina
commercmlly reasonable manner.

(b) DISPOSITIONS THAT ARE COMMERCIALLY REASONABLE. A

disposition of collateral is made in a commercially reasonable manner if the disposition
is made:

(1) in the usual manner on any recognized market;

(2) at the price current in any recogmzed market at the time of the disposition; or

(c) APPROVAL BY COURT OR ON BEHALF OF CREDITORS. A collec-
t10n, enforcement disposition, or acceptance 1s commercially reasonable 1f it has_ l_)gﬂr
approved

(1) in a judicial proceeding;
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B)bya representative of creditors; g

(d) APPROVAL; UNDER SUBSECTION (C) NOT NECESSARY; ABSENCE
OF APPROVAL HAS NO EFFECT, Approval under subsectmn (c) need not be

Sec. 129 {336.9- 628] NONLIABILITY AND LIMITATION ON LIABILITY
OF SECURED PARTY; LIABILITY OF SECONDARY OBLIGOR.

(a) LIMITATION OF LIABILITY OF SECURED PARTY FOR NONCOM-
PLIANCE WITH ARTICLE Unless a secured party knows that a per: son is a debtor

person:

(1) the secured party is not liable to the person, or to a secured party or lienholder

that has filed a Ainancing statement against the person, for failure to comply with this

article; and

(2) the secured party’s failure to comply with this article does not affect the
liability of the person for a deficiency.

(b) LIMITATION OF LIABILITY BASED ON STATUS AS SECURED
PARTY. A secured party is not liable because of its status as secured party:

(1) to a person that is a debtor or obligor, unless the secured party knows:

(A) that t_lle person is a debtor or obligor;

(B) the identity of the person; and

(C) how to communicate with the person; or

(2) to a secured party or lienholder that has filed a ﬁnancmg statement against a
person, unless the secured party knows:

(A) that the person is a debtor; and

(B) the identity of the person.

(c) LIMITATION OF LIABILITY IF GOOD I‘AITH BELIEF THAT
TRANSACTION IS NOT A CONSUMER GOODS TRANSACTION OR CON-
SUMER TRANSACTION. A secured party is not liable to any person, and a persons
liability fora deﬁcwncy is not affected because of any act or omission arising out of

secured party’s s belief 1 is based on its teasonable reliance on:

(1) a debtor’s representation concerning the purpose for which collateral was to
be used, acquired, or held; or

(2) an obligor’s representation concerning the purpose for which a secured
obligation was incurred.
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(d) LIMITATION OF LIABILITY FOR STATUTORY DAMAGES. A
secured party is not liable to any person under section 336.9-625(c)(2) for its fallure
to comply w1th section 336.9-616. '

(e) LIMITATION OF MULTIPLE LIABILITY FOR STATUTORY DAM-
AGES. A secured party is not liable under section 336.9-625 (c)(2) more than once with
respect to any one secured obligation.

Part 7

TRANSITION
Sec. 130. [336.9-701] EFFECTIVE DATE.
This act takes effect July 1, 2001

Sec. 131. [336.9-702] SAVINGS CLAUSE.
(@) PREEFFECTIVE DATE TRANSACTIONS OR LIENS Except as other-

(b) CONTINUING VALIDITY. Except as otherwise provided i in subsectlon ©)
and sections 336.9-703 thtough 336.9-709:

entered into or created before this act takes effect, and would be subject to this act if
they had been entered into or created after this act takes effect and the nghts duties,

action, ¢ case, or proceeding commenced before this act takes effect.

Sec. 132. [336.9-703] SECURITY INTEREST PERFECTED BEFORE EF-
FECTIVE DATE.

(a) CONTINUING PRIORITY OVER LIEN CREDITOR: PERFECTION
REQUIREMENTS SATISFIED. A security interest that is enforceable immediately
before this act takes effect and would have priority over the rights of a person that

when this act takes effect, the applicable requxrements for enforceability and perfectlon
under thls act are satisfied without further action.

(b) CONTINUING PRIORITY OVER LIEN CREDITOR: PERFECTION
REQUIREMENTS NOT SATISFIED. Except as otherwise provided in section
336.9-703, if, immediately before this act takes effect, a security interest is enforceable
and would have priority over the rights o of a person that becomes a lien creditor at that
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time, but the applicable requirements for enforceability or perfection under this act are
not satisfied when this act takes effect, the security interest:

(2) remains enforceable thereafter only if the security interest becomes enforce—
able under section 336.9-203 before the year expires; and :

(3) remains perfected thereafter only if the applicable requxrements for perfection
under this act are satisfied before the yes year expires.

Sec. 133. [336.9-704] SECURITY INTEREST UNPERFECTED BEFORE
EFFECTIVE DATE.

which would be subor dinate to the rights of a person that becomes a lien creditor at that
time:

@ remains enforceable thereafter if the security interest becomes enforceable
under section 336.9-203 when this act takes effect or within one year thereafter; and

(3) becomes perfected:

(4) without further actlon, when th1s act takes effect if the apphcable require-

B) when the apphcable requirements for perfection are satisfied if the require-
ments are satisfied after that time.

Sec. 134. [336.9-705] EFFECTIVENESS OF ACTION TAKEN BEFORE
EFFECTIVE DATE.

(a) PREEFFECTIVE DATE ACTION; ONE-YEAR PERFECTION PE-
RIOD UNLESS REPERFECTED. If action, other than the filing of a financing
statement, is taken before this act takes effect aMc “action would have resulted in
priority of a a security interest over the rights of a person on that becomies a hen creditor had

the secunty interest become enforceable before this act takes effect the action is is

this act takes effect. An attached security interest becomes unperfected one year after
this act takes effect unless the security interest becomes a perfected security interest
under this act before the expiration of that period.

(b) PREEFI‘ECTIVE DATE FILING. The ﬁlmg of a financing statement before

would satisfy the applicable requirements for perfection under this act.,

(c) PREEFFECTIVE DATE FILING IN JURISDICTION FORMERLY
GOVERNING PERFECTION. This act does not render ineffective an effective

financing statement that, before this act takes effect, is filed and satisfies the applicable

requirements for perfectlon under the ] law of the jurisdiction governing “perfection as
provided i in Minnesota Statutes 1998, section 336.9-103. However, except as otherwise
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provided in subsections (d) and (e) and section 336.9-706, the financing statement

ceases to be effective at the earher of: W

(1) the time the financing statement would have ceased to be effective under the
law of the Junsdlctlon in which it is ﬁled or '

(2) June 30 2006,
(d) CONTINUATION STATEMENT The ﬁlmg of a contmuatlon statement

filed before this act takes effect. However, u, upon the tlmely ﬁhng of a continuation
statement after this act takes effect and in accordance with the law of the jurisdiction

governing perfection as provided in ) Part 3, the effectiveness of a financing statement

ﬁled in the same office i in that Junsdlctlon before this act takes effect continues for the

@ APPLICATION OF SUBSECTION (C)(2) TO TRANSMITTING UTIL-
ITY FINANCING STATEMENT. Subsection (c)(2) applies to a financing statement
that, before this act takes effect, is filed against a transmitting utlhty and satisfies the

.applicable requirements for perfection under the law of the jurisdiction governing
perfection as provxded in n Minnesota Statutes 1998 section 336.9- 103 only to the

which the financing statement is filed governs perfection of a security interest in
collateral covered by the ﬁnancmg statement. ’

(£) APPLICATION OF PART 5. A financing statement that 1ncludes a financing
statement filed before this act takes effect and a continuation statement _ﬁ@ after this

act takes effect is effective on only to the extent ent that it satisfies the requlrements of Part

5 for an initial ﬁnancmg statement.

Sec. 135. [336.9-706] WHEN INITIAL FINANCING STATEMENT SUF-
FICES TO CONTINUE EFFECTIVENESS OF FINANCING STATEMENT.

(2) INITIAL FINANCING STATEMENT IN LIEU OF CONTINUATION
STATEMENT. The filing of an initial financing statement in the office specified in
section 336.9-501 continues the effectiveness of a financing statement filed before thlS
act takes effect ift

(1) the filing of an initial ﬁnancmg statement in that office would be effective to
perfect a secunty interest under this act;

(2) the preeffective date financing statement was filed in an Officé In another state
or another er office i in this state, and '

(3) the initial financing statement satisfies subsection (c).

(b) PERIOD OF CONTINUED EFFECTIVENESS. The filing of an jnitial

ﬁnancmg statement under subsection (a) continues the effectiveness of’ the preeffective
date financing statement:

New language is indicated by underline, deletions by strikeout:

Copyright © 2000 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.



LAWS of MINNESOTA for 2000

Ch. 399, Art. 1

period prov1ded in Minnesota Statutes 1998, section 336.9-403, with respect to a
ﬁnancmg statement and

provided in section 336,9-515 with respect to an initial financing statement

(c) REQUIREMENTS FOR INITIAL FINANCING STATEMENT UNDER
SUBSECTION (A). To be effective for purposes of subsection (a), an initial financing
statement must: ‘ '

(2) 1dent1fy the preeffecuve date financing statement by indicating the office in
which the ﬁnancmg statement was ﬁled and providing the dates of filing and ﬁle

statement filed with respect to the financing statement; and

(3) indicate that the preeffective date financing statement remains effective.

Sec. 136. [336.9-7071 AMENDMENT OF PRE-EFFECTIVE DATE FI-
NANCING STATEMENT.

(2) PRE-EFFECTIVE DATE FINANCING STATEMENT. In this section,
“pre-effective date financing statement” means a financing statement filed before this
act takes effect.

(b) APPLICABLE LAW. After this act takes effect, a person may add or delete
collateral covered by, continue or terminate the effectiveness of, or - otherwise amend
the information provided i in, a pre-effective date financing statement only in accor-
dance with the law of thé jurisdiction governing perfection as provided in Part 3,
However, the effectiveness of a pre-effective date financing statement also_rﬁ—zg be
terminated in accordance w1th the law of the jurisdiction in which the he financing

statement s filed. -
(c) METHOD OoF AMENDING GENERAL RULE. Except as otherw1se

interest, the information in a pre-eﬁectlve date “financing statement may be . amended
aftter this act takes effect only if:

(1) the pre- -effective date financing statement and an amendment are filed i in the
office s spemﬁed in section "336.9-501;

(2) an amendment i Is filed in the office specified in section 336.9-501 concurrently

with, or after the filing in that office of, an initial financing statement that satisfies
section 336.9-706(c); or

(3) an initial financing statement that provides the information as amended and
satisfies section 336.9-706(c) is filed in the office specified in section 336.9-501.

(d) METHOD OF AMENDING: CONTINUATION. If the law of this state

governs perfection of a security interest, the effectiveness of a pre-effective date
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financing statement may be confinued only under section 336.9-705(d) and (f) or
336.9-706.

(¢) METHOD OF AMENDING: ADDITIONAL TEMNATION RULE.
'Whether or not the law of thxs state govems perfection of -a secunty interest, the

terminated after this act takes effect by filing a termination sta statement in the office in

which the pre-effective date financing’ statement is filed, unless an initial financing
statement that satlsﬁes sectlon 336.9- 706(c) has been ﬁled in the-office spe01ﬁed by the

to _ﬁ_le_ a ﬁnancmg statement.

Sec. 137. [336.9-708] PERSONS ENTITLED TO FILE INITIAL FINANC-
ING STATEMENT OR CONTINUATION STATEMENT.

A person may file an initial financing statement or a continuation statement under

this part iF:

(1) the secured party of record authorizes the filing; and

(2) the filing is necessary under this part:

(A) to continue the effectiveness of a financing statement filed before this act takes
effect; or -

(B) to perfect or continue the perfection of a security interest.
Sec. 138. [336.9-709] PRIORITY.

(a) LAW GOVERNING PRIORITY. This act determines the priority of
conflicting claims to collateral. However, if the relative priorities of the claims were
established before thlS act takes effect, former 2 article 9 determines p pnonty

(b) PRIORITY IF SECURITY INTERESTS BECOME ENFORCEABLE
UNDER SECTION 336.9-203. For purposes of section 336.9-322(a), the priority of
a security interest that becomes enforceable under section 336.9-203 dates from the
time this act takes effect if the security interest is perfected under this act by the fi ﬁhng

of a ﬁnancmg statement before this act takes effect which would not.have been

effective to perfect the secunty interest under former artlcle 9. This subsectlon does not

a ﬁnancmg statement.
Sec. 139. SATELLITE OFFICES; RULEMAKING.

The secretary of state shall adopt rules governing the establishment and operation

of satellite offices under Minnesota Statutes, sections 336.9-527 to 336.9-530, by July
1, 2000. The rules are exempt from the rulemakmg provisions of Minnesota Statutes

undil July 1, 2003
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The secretary of state may also adopt expedlted rules governing the the establishment

—— s

Sec. 140. REPEALER.

Minnesota Statutes 1998, sections 336.9-101; 336.9-102; 336.9-103; 336.9-104;
336.9-105; 336.9-106; 336.9-107; 336.9-108; 336.9-109; 336.9-110; 336.9-112; 336.9-
113: 336.9-114; 336.9-115; 336.9-116; 336.9-201; 336.9-202; 336.9-204; 336.9-205;
336.9-206; 336.9-207; 336.9-208; 336.9-301; 336.9-302; 336.9-303; 336.9-304; 336.9-
305; 336.9-306; 336.9-307; 336.9-308; 336.9-309; 336.9-310; 336.9-311; 336.9-312;
336.9-313; 336.9-314; 336.9-315; 336,9-316; 336.9-317; 336.9-318; 336.9-403; 336.9-
404; 336,9-405; 336.9-406; 336.9-407; 336.9-408; 336.9-410; 336.9-412; 336.9-413;
336.9-501; 336.9-502; 336.9-503; 336.9-504; 336.9-505; 336.9-506; 336.9-507, and
336.9-508; and Minnesota Statutes 1999 Supplement, sections 336.9-203; 336.9-401,
336.9-402; and 336.9-411, are repealed.

ARTICLE 2

CONFORMING AMENDMENTS TO OTHER ARTICLES
Section 1, Minnesota Statutes 1998, section 336.1-105, is amended to read:

336.1-105 TERRITORIAL APPLICATION OF THE CHAPTER; PARTIES’
POWER TO CHOOSE APPLICABLE LAW.

(1) Except as provided hereafter in this section, when a transaction bears a
reasonable relation to this state and also to another state or nation the parties may agree
that the law either of this state or of such other state or nation shall govern their rights
and duties. Failing such agreement this chapter applies to transactions bearing an
appropriate relation to this state.

(2) Where one of the following provisions of this chapter specifies the applicable
law, that provision governs and a contrary agreement is effective only to the extent
permitted by the law (including the conflict of laws rules) so specified:

Rights of creditors against sold goods. Section 336.2-402.

Applicability of the article on leases. Sections 336.2A-105 and 336.2A-106.
Applicability of the article on bank depesits and collections. Section 336.4-102,
Governing law in the article on funds transfers. Section 336.4A-507.

Letters of Credit. Section 336.5-116.
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Applicability of the article on investment securities. Section 336.8-110.
Perfection provisions of the article on secured transactions: Seetion 336:9-103;

Law governing perfection, the effect of perfection or nonperfection, and the
priority of secunty interests and agncultural liens. Sections 336.9- -301 to 336 9:307.

Sec. 2. anesota Statutes 1998, section 336.1-201, is arhended to read:
336.1-201 GENERAL DEFINITIONS.

Subject to additional definitions contained in the subsequent articles of this
chapter which are applicable to specific articles or parts thereof,.and unless the context
otherwise requires, in this chapter:

(1) “Action” in the sense of a judicial broceeding includes recoupment, counter-
claim, setoff, suit in equity and any other proceedings in which rights are determined.

(2) “Aggrieved party” means a party entitled to resort to a remedy.

(3) “Agreement” means the bargain of the parties in fact as found in their
language or by implication from other circumstances including course of dealing or
usage of trade or course of performance as provided in this chapter (sections 336.1-205

. and 336.2-208). Whether an agreement has legal conseguences is determined by the
provisions of this chapter, if applicable; otherwise by the law of contracts (section
336.1-103). (Compare “Contract.”)

(4) “Bank” means any person engaged in the business of banking. _

(5) “Bearer” means the person in possession of an instrument, document of title,
or certificated security payable to bearer or endorsed in blank.

(6) “Bill of lading” means a document evidencing the receipt of goods for
shipment issued by a person engaged in the business of transporting or forwarding
goods, and includes an airbill. “Airbill” means a document serving for air transporta-
tion as a bill of lading does for marine or rail transportation, and mcludes an air
consignment note or air waybill.

(7) “Branch” includes a separately incorporated foreign branch of a bank.

(8) “Burden of establishing”™ a fact means the burden of persuading the triers of
fact that the existence of the fact is more probable than its nonexistence.

(9) “Buyer in ordinary course of business” means a person whe that buys goods
in-good faith and, without knowledge that the sale to that person is in vielation of
violates the ewnership rights or secusity interest of a third party another person in the
goods buys, and in the ordinary course from a person, other than a pawnbroker, in the
business of selling goods of that kind but dees net include a » pawabroker. All persons
wheo sell minerals or the like (including oil and gas) at wellhead or minehead shall be
deemed to be persons A person buys goods in the ordinary course if the sale to the
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business of selling goods of that kind. “Buyiag™ A buyer in ordinary cousse of business
may be buy for cash ex, by exchange of other property, or on secured or - unsecured
credit, and includes receiving may acquire goods or documents of title under a
preexlstmg contract for sale but dees net include a transfer in bulk of as seeurity for
or in total or pastial saﬁsfae&en of a meney debt. Only a buyer that takes possession

in in ordinary course of business.

(10) “Conspicuous’™: A term or clause is conspicuous when it is so written that a
reasonable person against whom it is to operate ought to have noticed it. A printing
heading in capitals (as: NONNEGOTIABLE BILL OF LADING) is conspicuous.
Language in the body of a form is “conspicuous” if it is in larger or other contrasting
type or color. But in a telegram any stated term is “conspicuous”. Whether a term or
clause is “conspicuous” or not is for decision by the court.

(11) “Contract” means the total legal obligation which results from the parties’
agreement as affected by this chapter and any other applicable rules of law. (Compare
“Agreement.”)

(12) “Creditor” includes a general creditor, a secured creditor; a lien creditor and
any representative of creditors, including an assignee for the benefit of creditors, a
trustee in bankruptcy, a receiver in equity and an executor or administrator of an
insolvent debtor’s or assignor’s estate.

(13) “Defendant” includes a person in the position of defendant in a cross-action
or counterclaim.

(14) “Delivery” with respect to instruments, documents of title, chattel paper, or
certificated securities means voluntary transfer of possession.

(15) “Document of title” includes bill of lading, dock warrant, dock receipt,
warehouse receipt or order for the delivery of goods, and also any other document
which in the regular course of business or financing is treated as adequately evidencing
that the person in possession of it is entitled to receive, hold and dispose of the
document and the goods it covers. To be a document of title a document must purport
to be issued by or addressed to a bailee and purport to cover goods in the bailee’s
possession which are either identified or are fungible portions of an identified mass.

(16) “Fault” means wrongful act, omission or breach.

(17) “Fungible” with respect to goods or securities means goods or securities of
which any unit is, by nature or usage of trade, the equivalent of any other like unit.
Goods which are not fungible shall be deemed fungible for the purposes of this chapter
to the extent that under a particular agreement or document unlike units are treated as
equivalents.

(18) “Genuine” means free of forgery or counterfeiting.

(19) “Good faith” means honesty in fact in the conduct or transaction concerned.
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(20) “Holder,” with respect to a negotiable instrument, means the person in
possession if the instrument is payable to bearer or;, in the case of an instrument payable
to an identified person, if the identified person is in possession. “Holder,” with respect
to a document of title, means the person in possession if the goods are deliverable to
bearer or to the order of the person in possession.

(21) To “honor” is to pay or to accept and pay, or where a credit so engages to
purchase or discount a draft complying with the terms of the credit.

(22) “Insolvency proceedings” includes any assignmeﬁt for the benefit of
creditors or other proceedings intended to liquidate or rehabilitate the estate of the
person involved.

(23) A person is “insolvent” who either has ceased to pay debts in the ordinary
course of business or cannot pay the debts as they become due or is insolvent within
the meaning of the federal bankruptcy law.

(24) “Money” means a medium of exchange authorized or adopted by a domestic
or foreign government and includes a monetary unit of account established by an
intergovernmental organization or by agreement between two or more nations.

(25) A person has “notice” of a fact when that person
(a) has actual knowledge of it; or
(b) has received a notice or notification of it; or

(c) from all the facts and circumstances known to that person at the time in
question, has reason to know that it exists.

A person “knows” or has “knowledge” of a fact when that person has actual
knowledge of it. “Discover” or “learn” or a word or phrase of similar import refers to
knowledge rather than to reason to know. The time and circumstances under which a
notice or notification may cease to be effective are not determined by this chapter.

(26) A person “notifies” or “gives” a notice or notification to another by taking
such steps as may be reasonably required to inform the other in ordinary course
whether or not such other actually comes to know of it. A person “receives” a notice
or notification when

(a) it comes to that person’s attention; or

(b) it is duly delivered at the place of business through which the contract was
made or at any other place held out by that person as the place for receipt of such
communications.

(27) Notice, knowledge or a notice or notification received by an organization is
effective for a particular transaction from the time when it is brought to the attention
of the individual conducting that transaction, and in any event from the time when it
would have been brought to the individual’s attention if the organization had exercised
due diligence. An organization exercises due diligence if it maintains reasonable
routines for communicating significant information to the person conducting the
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transaction and there is reasonable compliance with the routines. Due diligence does
not require an individual acting for the organization to communicate information
unless such communication is part of regular duties or unless the individual has reason
to know of the transaction and that the transaction would be materially affected by the
information.

(28) “Organization” includes a corporation, government or governmental subdi- -

vision or agency, business trust, estate, trust, partnership or association, two or more
persons having a joint or common interest, or any other legal or commercial entity.

(29) “Party,” as distinct from “third party,” means a person who has engaged in
a transaction or made an agreement within this chapter.

(30) “Person” includes an individual or an organization (see section 336,1-102),

(31) “Presumption” or “presumed” means that the trier of fact must find the
existence of the fact presumed unless and until evidence is introduced which would
support a finding of its nonexistence.

(32) “Purchase” includes taking by sale, discount, negotiation, mortgage, pledge,
lien, security interest, issne or reissue, gift or any other voluntary transaction creating
an interest in' property.

(33) “Purchaser” means a person who takes by purchase.

(34) “Remedy” means any remedial right to which an aggrieved party is entitled
with or without resort to a tribunal,

(35) “Representative” includes an agent, an officer of a corporation or association,
and a trustee, executor or administrator of an estate, or any other person empowered
to act for another.

(36) “Rights” includes remedies.

(37) “Security interest” means an interest in personal property or fixtures which
secures payment or performance of an obligation. The retention ot reservation of title
by a seller of goods netwithstanding shipment or delivery to t:he buyer (seection
336:2-401) is limited in effect to a reservation of a “security interest. The term also
includes any interest of a consignor and a buyer of accounts ex, chattel paper which,
a payment intangible, or a promissory y note in a transaction that is subject to article 9.
The special property interest of a buyer of goods on identification of those goods to a
contract for sale under section 336.2-401 is not a “security interest,” but a buyer may
also acquire a “security interest” by complying with article 9. Unless a consignraent is
intended as secytity; reservation of title thercunder is not a “security interest;2 but a
consigmment in apy event is subject to the provisions on ecensignment sales {(section
336:2-326)- Except as otherwise provided in section 336.2-503, the right of a seller or

lessor of goods under article 2 or 2a to retain Or acquire possession jon of the goods i is not

a secunty 1nte1est but a seller or lessor may also acquue a security interest by

notwithstanding shlpment or dchvery to the buyer (section 336.2-401) is limited in in
effect to a reservation of a secunty interest.
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Whether a transaction creates a lease or security interest is determined by the facts
of each case; however;:a transaction creates a security interest if the consideration the
lessee is to pay the lessor for the right to possession and use of the goods is an
obligation for the term of the lease not subject to termination by the lessee, and

(a) the ongmal term of the lease is equal to or greater than the remaining
economic life of the goods, ;

(b) the lessée is bound to renew the lease for the rernammg économic life of the
goods or is bound fo become the owner of the goods,

(c) the lessee has an option to renew the lease for the remaining economic life of
the goods for no additional consideration or nominal additional consideration upon
compliance with the lease agreement, or

(d) the lessee has an option to become the owner of the goods for no additional
consideration or nominal additional consideration upon compliance with the lease
agreement.

A transaction does not create a security interest merely because it provides that

(a) the present value of the consideration the lessee is obligated to pay the lessor
for the right to possession and use of the goods is substantially equal to or is greater
than the fair market value of the goods at the time the lease is entered into,

(b) the lessee assumes risk of loss of the goods, or agrees to pay taxes, insurance,
filing, recording, or registration fees, or service or maintenance costs with respect to
the goods,

(c) the lessee has an option to renew the lease or to become the owner of the
goods,

(d) the lessee has an option to renew the lease for a fixed rent that is equal to or
greater than the reasonably predictable fair market rent for the use of the goods for the
term of the renewal at the time the option is to be performed, or

(e) the lessee has an option to become the owner of the goods for a fixed price that
is equal to or greater than the reasonably predictable fair market value of the goods at
the time the option is to be performed.

For purposes of this subsection (37):

(x) Additional consideration is not nominal if () when the option to renew the
lease is granted to the lessee the rent is stated to be the fair market rent for the use of
the goods for the term of the renewal determined at the time the option is to be
performed, or (if) when the option to become the owner of the goods is granted to the
lessee the price is stated to be the fair market value of the goods determined at the time
the option is to be performed. Additional consideration is nominal if it is less than the
lessee’s reasonably predictable cost of performing under the lease agreement if the
option is not exercised;
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(y) “Reasonably predictable” and “remaining economic life of the goods” are to
be determined with reference to the facts and circumstances at the time the transaction
is entered into; and ’

(z) “Present value” means the amount as of a date certain of one or more sums
payable in the future, discounted to the date certain, The discount is determined by the
interest rate specified by the parties if the rate is not manifestly unreasonable at the time
the transaction is entered into; otherwise, the discount is determined by a commercially
reasonable rate that takes into account the facts and circumstances of each case at the
time the transaction was entered into,

(38) “Send” in connection with any writing or notice means to deposit in the mail
or deliver for transmission by any other usual means of communication with postage
or cost of transmission provided for and properly addressed and in the case of an
instrument to an address specified thereon or otherwise agreed, or if there be none to
any address reasonable under the circumstances. The receipt of any writing or notice
within the time at which it would have arrived if properly sent has the effect of a proper
sending,

(39) “Signed” includes any symbol executed or adopted by a party with present
intention to authenticate a writing.

(40) “Surety” includes guarantor.

(41) “Telegram” includes a message transmitted by radio, teletype, cable, any
mechanical method of transmission, or the like.

(42) “Term” means that portion of an agreement which relates to a particular
matter. ’

(43) “Unauthorized” signature means one made without actual, implied, or
apparent authority and includes a forgery.

(44) “Value”: Except as otherwise provided with respect to negotiable instruments
and bank collections (sections 336.3-303, 336.4-210 and 336-4.211) a person gives
“value” for rights by acquiring them

(a) in return for a binding commitment to extend credit or for the extension of
immediately available credit whether or not drawn upon and whether or not a
chargeback is provided for in the event of difficulties in collection; or

(b) as security for or in total or partial satisfaction of a preexisting claim; or
(c) by accepting delivery pursuant to a preexisting contract for purchase; or

(d) generally, in return for any consideration sufficient to support a simple
contract,

(45) “Warehouse receipt” means a receipt issued by a person engaged in the
business of storing goods for hire. ;

(46) “Written” or “writing” includes printing, typewriting or any other intentional
reduction to tangible form.
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Sec. 3. Minnesota Statutes 1998, section 336.2-103, is amended to read:
336.2-103 DEFINITIONS AND INDEX OF DEFINITIONS.

(1) In this article unless the context otherwise requires:

(a) “Buyer” means a person who buys or contracts to buy goods.

(b) “Good faith” in the case of a merchant means honesty in fact and the

observance of reasonable commercial standards of fair dealing in the trade.

(©) “Reéeipt” of goods means taking physical possession of them,
(d) “Seller” means a person who sells or contracts to sell goods.

(2) Other definitions applying to this article or to specified parts thereof, and the

sections in which they appear are:

“Acceptance,” section 336.2-606.
“Banker’s credit,” section 336.2-325.
“Between merchants,” section 336.2-104.,
“Cancellation,” section 336.2-106(4).
“Commercial unit,” section 336.2-105.
“Confirmed credit,” section 336.2-325.
“Conforming to contract,” section 336.2-106.
“Contract for sale,” section 336.2-106.
“Cover,” section 336.2-712.
“Entrusting,” section 336.2-403.
“Financing agency,” section 336.2-104.
“Future goods,” section 336.2-105.
“Goods,” section 336.2-105.
“Tdentification,” section 336.2-501.
“Installment contract,” section 336.2-612.
“Letter of credit,” section 336.2-325.
“Lot,” section 336.2-105.

“Merchant,” section 336.2-104.
“Overseas,” section 336.2-323,

“Person in position of seller,” section 336.2-707.
“Present sale,” section 336.2-106.

“Sale,” section 336.2-106.
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“Sale on approval,” section 336.2-326.

“Sale or return,”’ section 336.2-326,

“Termination,” section 336.2-106.

(3) The following definitions in other articles apply to this article:
“Check,” section 336.3-104.

“Consignee,” section 336.7-102.

“Consignor,” section 336.7-102,

“Consumer goods,” section 336:9-109 336.9-102.

“Dishonor,” section 336.3-502. '

“Draft,” section 336.3-104.

(4) In addition article 1 contains general definitions and principles of construction
and interpretation applicable throughout this article.

Sec. 4. Minnesota Statutes 1998, section 336.2-210, is amended to read:

336.2-210 DELEGATION OF PERFORMANCE; ASSIGNMENT OF
RIGHTS.

(1) A party may perform a duty through a delegate unless otherwise agreed or
unless the other party has a substantial interest in having the original promisor perform
or control the acts required by the contract. No delegation of performance relieves the
party delegating of any duty to petform or any liability for breach.

(2) Unless otherwise agreed all rights of either seller or buyer can be assigned
except where the assignment would materially change the duty of the other party, or
increase materially the burden or risk imposed on the other party by the contract, or
impair materially the other party’s chance of obtaining return performance. A right to
damages for breach of the whole contract or a right arising out of the assignor’s due
performance of the assignor’s entire obligation can be assigned despite agreement
otherwise.

(3) The creation, attachment, perfection, or enforcement of a security interest in
the seller’s interest under a contract isnota transfer that materially changes the duty

of or increases materially the burden or risk imposed on n the buyer or impairs materially
the buyer’s chance of obtaining return ‘performance within the purv1ew of subsectlon

of material performance of the seller. Ev Even in that event, the creation, attachment,
perfectlon, and enforcement of the security interest remain effecuve but (1) the seller
is liable to the buyer for damages caused by the delegation to the extent that the the

jurisdiction may “grant other appropriate relief, including cancellation of the contract
for sale or an injunction against enforcement of the security interest or ‘consummation

gf the enforcement,
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(4) Unless the circumstances indicate the contrary a prohibition of assignment of
“the contract” is to be construed as barring only the delegation to the assignee of the
assignor’s performance.

iy

) (5) An assignment of “the contract” or of “all my rights under the contract” or
an assignment in similar general terms is an assignment of rights and unless the
language or the circumstances (as in an assignment for secuﬁty)"indicate the contrary,
it is a delegation of performance of the duties of the assignor and its acceptance by the
assignee constitutes a promise by the assignee to perform those duties. This promise is
enforceable by either the assignor or the other party to the original contract.

€5) (6) The other party may treat any assignment which delegates performance as
creating reasonable grounds for insecurity and may without prejudice to the rights of
the other party against the assignor demand assurances from the assignee (section
336.2-609).

Sec. 5. Minnesota Statutes 1998, section 336.2-326, is anended to read:

336.2-326 SALE ON APPROVAL AND SALE OR RETURN; CONSIGN-
MENT SALES AND RIGHTS OF CREDITORS.

(1) Unless otherwise agreed, if delivered goods may be returned by the buyer even
though they conform to the contract, the transaction is

(a) a “sale on approval” if the goods are delivered primarily for use, and
(b) a “sale or return” if the goods are delivered primarily for resale.

(2) Bxcept as provided in subseetion €3); Goods held on approval are not subject
to the claims of the buyer’s creditors until acceptance; goods held on sale or return are
subject to such claims while in the buyer’s possession.

(3)‘%eregeedsme.deh¥efedteapersenfersaieandsuehpemenmammmsa
place of business dealing in goods of the kind invelved; under a name other than the
name of the person making delivery; then with respeet to claims of ereditors of the
person conducting the business the goods are deemed to be on sale or retun: The
pm%mensefth}ssubseeaeﬂafeappheableeventheughanagﬁe%mempufpemte
reserve title to the person making delivery until payment or resale or uses such words
as “on consignment”. or “on memerandum However; this subsection is not appliecable
if the person making delivery

(a}eempﬁes»ﬁthanappkeablehwp;eﬁd@g%a%ﬂsigneﬁsmt%%éﬂhem{e
to be evidenced by a sign; or ' '

(b establishes that the person condueting the business is generally known by the
persen’s creditors to be substantially engaged in selling the goods of others; or

€4} Any “or return” term of a contract for sale is to be treated as a separate contract
for sale within the statute of frauds section of this article (section 336.2-201) and as
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contradicting the sale aspect of the contract within the provisions of this article on parol
or extrinsic evidence (section 336.2-202). '

Sec. 6. Minnesota Statutes 1998, section 336.2-502, is amended to read:

336.2-502 BUYER’S RIGHT TO GOODS ON SELLER’S REPUDIATION,
FAILURE TO DELIVER, OR INSOLVENCY. '

(L) Subject to subsection subsections (2) and (3) and even though the goods have
not been shipped a buyer who has paid a part or all of the price of goods in which the
buyer has a special property under the provisions of the immediately preceding section
may on making and keeping good a tender of any unpaid portion of their price recover
them from the seller if:

(b) in all cases, the seller becomes insolvent within ten days after receipt of the
first installment on their price.

(2) The buyer’s s right to recover the goods under subsection (1)(a) vests upon

deliver.

(3) If the identification creating the special property has been made by the buyer,
the buyer acquires the right to recover the goods only if they conform to the contract
for sale.

Sec. 7. Minnesota Statutes 1998, section 336.2-716, is amended to read:

336.2-716 BUYER’S RIGHT TO SPECIFIC PERFORMANCE OR RE-
PLEVIN.

(1) Specific performance may be decreed where the goods are umque or in other
proper circumstances.

(2) The decree for specific performance may include such terms and conditions as
to payment of the price, damages, or other relief as the court may deem just.

(3) The buyer has a right of replevin for goods identified to the contract if after
reasonable effort the buyer is unable to effect cover for such goods or the circumstances
reasonably indicate that such effort will be unavailing or if the goods have been
shipped under reservation and satisfaction of the security interest in them has been
made or tendered. In the case of goods bought for personal, family, or household

purposes, the buyer’s right of replevm vests upon acqulsmon ofa spec1a1 property,

Sec. 8. Minnesota Statutes 1998, section 336.2A-103, is amended to read:
336.2A-103 DEFINITIONS AND INDEX OF DEFINITIONS.

(1) In this article unless the context otherwise requires:
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(a) “Buyer in: ordinary course of business” means a person who in good faith and
without knowledge that the sale is in violation of the ownership rights or security
interest or leasehold interest of a third party in the goods, buys in ordinary course from
a person in the business of selling goods of that kind but does not include a
pawnbroker. “Buying” may be for cash or by exchange of other property or on secured
or unsecured credit and includes receiving goods or documents of title under a
preexisting contract for sale but does not include a transfer in bulk or as security for
or in total or partial satisfaction of a money debt.

(b) “Cancellation” occurs when either party puts an end to the lease contract for
default by the other patty.

(c) “Commercial unit” means a unit of goods that by commercial usage is a single
whole for purposes of lease and division of which materially impairs its character or
value on the market or in use. A commercial unit may be a single article, as a machine,
or a set of articles, as a suite of furniture or a line of machinery, or a quantity, as a gross
or carload, or any other unit treated in use or in the relevant market as a single whole.

(d) “Conforming” goods or performance under a lease contract means goods or
performance that are in accordance with the obligations under the lease contract.

(e) “Consumer lease” means a lease that a lessor regularly engaged in the business
of leasing or selling makes to a lessee who is an individual and who takes under the
lease primarily for a personal, family, or household purpose, if the total payments to be
made under the lease contract, excluding payments for options to renew or buy, do not
exceed $25,000. :

(f) “Fault” means wrongful act, omission, breach, or default.
(g) “Finance lease” means a lease in which
(1) the lessor does not select, manufacture, or supply the goods,

(2) the lessor acquires the goods or the right to possession and use of the goods
in connection with the lease, and

(3) either - ,
(i) the lessee receives a copy of the contract evidencing the lessor’s purchase of
the goods or a disclaimer statement on or before signing the lease contract, or

(ii) the lessee’s approval of the contract evidencing the lessor’s purchase of the
goods or a disclaimer statement is a condition to effectiveness of the lease contract.

“Disclaimer statement” means a written statement that is part of or separate from
the lease contract that discloses all warranties and other rights provided to the lessee
by the lessor and supplier in connection with the lease contract and informs the lessee
in a conspicuous manner that there are no warranties or other rights provided to the
lessee by the lessor and supplier other than those disclosed in the statement.

(h) “Goods” means all things that are movable at the time of identification to the
lease contract, or are fixtures (section 336.2A-309), but the term does not include
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money, documents, “instruments, accounts, chattel paper, general intangibles, or
minerals or the like, ificluding oil and gas, before extraction. The tetm also includes the
unborn young of anirhals.

(i) “Installment lease contract” means a lease contract that authorizes or requires
the delivery of goods in separate lots to be separately accepted, even though the lease
contract contains a clause “each delivery is a separate lease” or its equivalent.

() “Lease” means a transfer of the right to possession and use of goods for a term
in return for consideration, but a sale, including a sale on approval or a sale or return,
or retention or creation of a security interest is not a lease. Unless the context clearly
indicates otherwise, the term includes a sublease.

(k) “Lease agreement” means the bargain, with respect to the lease, of the lessor
and the lessee in fact as found in their language or by implication frem other
circumstances including course of dealing or usage of trade or course of performance
as provided in this article. Unless the context clearly indicates otherwise, the term
includes a sublease agreement.

(1) “Lease contract” means the total legal obligation that results from the lease
agreement as affected by this article and any other applicable rules of law. Unless the
context clearly indicates otherwise, the term includes a sublease contract.

(m) “Leaschold interest” means the interest of the lessor or the lessee under a
lease contract,

(n) “Lessee” means a person who acquires the right to possession and use of
goods under a lease. Unless the context clearly indicates otherwise, the term includes
a sublessee.

(0) “Lessee in ordinary course of business” means a person who in good faith and
without knowledge that the lease is in violation of the ownership rights or security
interest or leasehold interest of a third party in the goods leases in ordinary course from
a person in the business of selling or leasing goods of that kind but does not include
a pawnbroker. “Leasing” may be for cash or by exchange of other property or on
secured or unsecured credit and includes receiving goods or documents of title under
a preexisting lease contract but does not include a transfer in bulk or as security for or
in total or partial satisfaction of a money debt.

goods under a lease. Unless the context clearly indicates otherwise, the term includes
a sublessor.

(@) “Lessor’s residual interest” means the lessor’s interest in the goods after
expiration, termination, or cancellation of the lease contract.

(1) “Lien” means a charge against or interest in goods to secure payment of a debt
or performance of an obligation, but the term does not include a security interest.

(5) “Lot” means a parcel or a single article that is the subject matter of a separate
lease or delivery, whether or not it is sufficient to perform the lease contract.
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(t) “Merchant lessee” means a lesseo that is a merchant with respect to goods of
the kind subject to the lease. ).

(u) “Present value” means the amount as of a date certain pf one or more sums
payable in the future, discounted to the date certain. The discount is determined by the
interest rate specified by the parties if the rate was not manifestly unreasonable at the
time the transaction was entered into; otherwise, the discount is determined by a
commercially reasonable rate that takes into account the facts and circumstances of
each case at the time the transaction was entered into. !

(v) “Purchase” includes taking by sale, lease, mortgage, security interest, pledge,
gift, or any other voluntary transaction creating an interest in goods.

(w) “Sublease” means a lease of goods the right to possession and use of which
was acquired by the lessor as a lessee under an existing lease. .

(x) “Supplier” means a person from whorn a lessor buys or leases goods to be
leased under a finance lease.

(y) “Supply contract” means a contract under which a lessor buys or leases goods
to be leased. )

(z) “Termination” occurs when either party pursuant to a power created by
agreement or law puts an end to the lease contract otherwise than for default.

(2) Other definitions applying to this article and the sections in which they appear
are:

“Accessions.” Sectioﬁ 336.2A-310(1).
“Construction mortgage.” Section 336.2A-309(1)(d).
“Encumbrance.” Section 336.2A-309(1)(e).
“Fixtares.” Section 336.2A-309(1)(a).
“Fixture filing.” Section 336.2A-309(1)(D).

~ “Purchase money lease."’ Section 336.2A-309(1)(c).
((3) The following definitions in other articles apply to this articie:
“Account.” Section 336:9-106 336.9-102(a)(2).
“Between merchants.” Section 336.2-104(3).
“Buyer.” Section 336.2-103(1)(a).
“Chattel paper.” Section 336.9-105(1)(b) 336.9-102(a)(11)
“Consumer goods.” Section 336:9-109¢1) 336.9-102(a)(23).
“Document.” Section 336:9-1051)(H 336.9-102(2)(30).
“Entrusting.” Section 336.2-403(3).
“General intangibles intangible.” Section 336:9-106 336.9-102(a)(42).
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“Good faith.” Section 336.2-103(1)(b). o
“Instrument.” Section 336:9-105()6) 336.9-102(a)(47).
“Merchant.” Section 336.2-104(1). . oo
“Mortgage.” Sectlon 336.9105)6) 336.9-102)(55).
“Pursuant to comm1tment ” Section 336:9-105(1)de 336. 9 102(a)(68)
“Receipt.” Section 336.2-103(1)(c).

“Sale.” Section 336.2-106(1).

“Sale on approval.” Section 336.2-326.
“Sale or return.” Section 336.2-326.
“Seller.” Section 336.2-103(1)(d).

(4) In addition, sections 336.1-101 to 336.1-109 contain general definitions and
principles of construction and interpretation applicable throughout this article,

Sec. 9. Minnesota Statutes 1998, section 336.2A-303, is amended to read:

336.2A-303 ALIENABILITY OF PARTY’S INTEREST UNDER LEASE
CONTRACT OR OF LESSOR’S RESIDUAL INTEREST IN GOODS; DEL-
EGATION OF PERFORMANCE; TRANSFER OF RIGHTS.

(1) As used in this section, “creation of a security interest” includes the sale of a
lease contract that is subject to article 9, secured transactions, by reason of section

336:9-102(1)b) 336.9-109(a)(3).

(2) Except as provided in subsections subsection (3) and (4) section 336.9-407, a
provision in a lease agreement that (i) prohibits the voluntary or involuntary transfer,
including a transfer by sale, sublease, creation or enforcement of a secutity interest, or
attachment, levy, or other judicial process, of an interest of a party under the lease
contract or of the lessor’s residual interest in the goods, or (ii) makes the transfer an
event of default, gives rise to the rights and remedies provided in subsection (53 (4),
but a transfer that is prohibited or is an event of default under the lease agreement is
otherwise effective.

(3) A provision in a lease agreement that (1) prohibits the creation or enforeement
of a security interest in an interest of a party under the lease contract or in the lessor’s
residaalinterestiﬂ%hegeeds;es(ﬁ-)makes%hetransferaaevemefdefaul&isms
enforceable unless; and then only to the extent that; there is an actual transfer by the
lessee of the lessee’s right of pessession or use of the goods in violation of the
provision or an actual delegation of a material performance of either party to the lease
contract in violation of the provision: Neither the granting nor the enforcement of a
seeurity interest in () the lesserls interest under the lease contract or (i) the lessor’s
residual interest in the goods is o transfer that materially impairs the prospect of
obtaining retarn performance by; materially changes the duty of eor matedally
increases the burden or risk impoesed on; the lessee within the purview of subsection
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€5) unless; and then only to the extent that; there is an actual delegation of a matesial
performanee of the lessor :

) A provision in a lease agreement that (i) prohibits a transfer of a right to
damages for default with respect to the whole lease contract or of a right to payment
arising out of the transferor’s due performance of the transferor’s entire obligation, or
(ii) makes the transfer an event of default, is not enforceable, and the transfer is not a
transfer that materially impairs the prospect of obtaining return performance by,
materially changes the duty of, or materially increases the burden or risk imposed on,
the other party to the lease contract within the purview of subsection () (4).

€5) (4) Subject to subsections subsection (3) and (45 section 336.9-407:

(a) if a transfer is made that is made an event of default under a lease agreement,
the party to the lease contract not making the transfer, unless that party waives the
default or otherwise agrees, has the rights and remedies described in section
336.2A-501(2);

(b) if paragraph (a) is not applicable and if a transfer is made that (i) is prohibited
under a lease agreement or (ii) materjally impairs the prospect of obtaining return
performance by, materially changes the duty of, or materially increases the burden or
risk imposed on, the other party to the lease contract, unless the party not making the
transfer agrees at any time to the transfer in the lease contract or otherwise, then, except
as limited by contract, (i) the transferor is liable to the party not making the transfer
for damages caused by the transfer to the extent that the damages could not reasonably
be prevented by the party not making the transfer and (ii) a court having jurisdiction
may grant other appropriate relief, including cancellation of the lease contract or an
injunction against the transfer.

{6) (5) A transfer of “the lease” or of “all my rights under the lease,” or a transfer
in similar general terms, is a transfer of rights and, unless the language or the
circumstances, as in a transfer for security, indicate the contrary, the transfer is a
delegation of duties by the transferor to the transferee. Acceptance by the transferee
constitutes a promise by the transferee to perform those duties. The promise is
enforceable by either the transferor or the other party to the lease contract.

€D (6) Unless otherwise agreed by the lessor and the lessee, a delegation of
performance does not relieve the transferor as against the other party of any duty to
perform or of any liability for default. '

€8) (7) In a consumer lease, to prohibit the transfer of an interest of a party under
the lease contract or to make a transfer an event of default, the language must be
specific, by a writing, and conspicuous.

Sec. 10. Minnesota Statutes 1998, section 336.2A-307, is amended to read:

336.2A-307 PRIORITY OF LIENS ARISING BY ATTACHMENT OR
LEVY ON, SECURITY INTERESTS IN, AND OTHER CLAIMS TO GOODS.

(1) Except as otherwise provided in section 336.2A-306, a creditor of a lessee
takes subject to the lease contract.
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(2) Except as otherwise provided in subsections subsection (3) and (4) and in
sections 336.2A-306 and 336.2A-308, a creditor of a lessor takes subject to the lease
contract unlesss

¢a) the creditor holds a lien that attached to the goods before the lease contract
became enforceable%;'

(b) the ereditor holds a security interest in the goods and the lessee did net give
yalue and receive delivery of the goods without knowledge of the security interest; or

o) the ereditor holds a security interest in the goods which was perfected (section
336.9-303) before the lease contract became enforceable:

(3) Except as otherwise provided in sections 336.9-317, 336.9-321, and 336.9- |
323, a lessee in the ordinary cousse of business takes the a leasehold interest free of |
subject to a security interest in the goods created by the lessor even though the scenrity
Wwﬁpmd@emen%@é%wdmemknmdmm@g
a creditor of the lessor.

4) A lessee other than a lessee in the ordinary coutse of business takes the
leasehold interest free of a security interest to the extent that it seeures future advances
made after the secured party acquires knowledge of the lease or mote than 45 days after
the lease eentrast becomes enforeceable; whichever fisst occurs; upless the future
advanees are made pursuant to a connmitment entered into without knowledge of the
lease and before the expiration of the 45-day period:

Sec. 11. Minnesota Statutes 1998, section 336.2A-309, is amended to read:

336.2A-309 LESSOR’S AND LESSEE’S RIGHTS WHEN GOODS BE-
COME FIXTURES.

(1) In this section:

(a) goods are “fixtures” when they become so related to particular real estate that
an interest in them arises under real estate law;

(b) a “fixture filing” is the filing, in the office where a record of a mortgage on the
real estate would be filed or recorded, of a financing statement co;gri—ng goods that are
or are to become fixtures and conforming to the requirements of section 336:.9-402(5)
336.9-502(a) and (b);

(c) a lease is a “purchase money lease” unless the lessee has possession or use of
the goods or the right to possession or use of the goods before the lease agreement is
enforceable;

(d) a mortgage is a “construction mortgage” to the extent it secures an obligation
incurred for the construction of an improvement on land including the acquisition cost
of the land, if the recorded writing so indicates; and

(e) “encumbrance” includes real estate mortgages and other liens on real estate
and all other rights in real estate that are not ownership interests.
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(2) Under this artible a lease may be of goods that are fixtutds or may continue in
goods that become fixtures, but no lease exists under this articlé of ordinary building
materials incorporated into an improvement on land. i,

(3) This alticle does not prevent creation of a lease of fixfures pursuant to real
estate law. h :

(4) The pégfeéted interest of a lessor of fixtures has priority over a conflicting
interest of an encumbrancer or owner of the real estate if:

(a) the lease is a purchase money lease, the conflicting interest of the encum-
brancer or owner arises before the goods become fixtures, the interest of the lessor is
pertfected by a fixture filing before the goods become fixtures or'within ten days after
that, and the lessee has an interest of record in the real estate or is in possession of the
real estate; or ™

(b) the interest of the lessor is perfected by a fixture filing before the interest of
the encumbrancer or owner is of record, the lessor’s interest has priority over any
conflicting intetest of a predecessor in title of the encumbrancer or owner, and the
lessee has an interest of record in the real estate or is in possession of the real estate.

(5) The interest of a lessor of fixtures, whether or not perfected, has priority over
the conflicting interest of an encumbrancer or owner of the real estate if:

(a) the fixtures are -readily removable factory or office machines, readily
removable equipment that is not primarily used or leased for use in the operation of the
real estate, or readily removable replacements of domestic appliances that are goods
subject to a consumer lease, and before the goods become fixtures the lease contract
is enforceable; or

(b) the conflicting interest is a lien on the real estate obtained by legal or equitable
proceedings after the lease contract is enforceable; or

(c) the encumbrancer or owner has consented in writing to the lease or has
disclaimed an interest in the goods as fixtures; or

(d) the lessee has a right to remove the goods as against the encumbrancer or
owner. If the lessee’s right to remove terminates, the priority of the interest of the lessor
continues for a reasonable time.

(6) Notwithstanding subsection (4)(a) but otherwise subject to subsections (4) and
(5), the interest of a lessor of fixtures, including the lessor’s residual interest, is
subordinate to the conflicting interest of an encumbrancer of the real estate under a
construction mortgage recorded before the goods become fixtures if the goods become
fixtures before the completion of the construction. To the extent given to refinance a
construction mortgage, the conflicting interest of an encumbrancer of the real estate
under a mortgage has this priority to the same extent as the encumbrancer ‘of the real
estate under the construction mortgage.

(7) In cases not within the preceding subsections, priority between the interest of
a lessor of fixtures, including the lessor’s residual interest, and the conflicting interest
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of an encumbrancer qar owner of the real estate who is not the lessee is determined by
the priority rules governing conflicting interests in real estate.

(8) If the interest of a lessor of fixtures, including the lessor’s residual interest, has
priority over all conflicting interests of all owners and encumbrancers of the real estate,
the lessor or the lessee may (i) on default, expiration, termination, or cancellation of
the lease agreement but subject to the lease agreement and this article, or (i) if
necessary to enforce the lessor’s or lessee’s other rights and remedies under this article;
remove the goods from the real estate, free and clear of all conflicting interests of all
owners and encumbrancers of the real estate, but the lessor or lessee must reimburse
any encumbrancer or;owner of the real estate who. is not the lessee and who has not
.otherwise agreed for the cost of repair of any physical injury, but not for any
diminution in value of the real estate caused by the absence of the goods removed or
by any necessity of replacing them, A person entitled to reimbursement may refuse
permission to remove until the party seeking removal gives adequate security for the
performance of this obligation,

(9) Even though the lease agreement does not create a security interest, the
interest of a lessor of fixtures, including the lessor’s residual interest, is perfected by
filing a financing statement as a fixture filing for leased goods that are or are to become
fixtures in accordance with the relevant provisions of the Article on Secured
Transactions (article 9).

Sec. 12. Minnesota Statutes 1998, section 336.4-210, is amended to read:

336.4-210 SECURITY INTEREST OF COLLECTING BANK IN ITEMS,
ACCOMPANYING DOCUMENTS, AND PROCEEDS.

(a) A collecting bank has a security interest in an item and any accompanying
documents or the proceeds of either:

(1) in case of an item deposited in an account, to the extent to which credit given

for the item has been withdrawn or applied;

(2) in case of an item for which it has given credit available for withdrawal as of
right, to the extent of the credit given, whether or not the credit is drawn upon or there
is a right of chargeback; or

(3) if it makes an advance on or against the item.

(b) If credit given for several items received at one time or pursuant to a single
agreement is withdrawn or applied in part, the security interest remains upon all the
items, any accompanying documents or the proceeds of either. For the purpose of this
section, credits first given are first withdrawn.

(c) Receipt by a collecting bank of a final settlement for an item is a realization
on its security interest in the item, accomp'anying documents, and proceeds. So long as
the bank does not receive final settlement for the item or give up possession of the item
or accompanying documents for purposes other than ¢ollection, the security interest
continues to that extent and is subject to article 9, but:
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(1) no security agreemeént is necessary to make the security interest enforceable
(section 336.9-203E6@)(b)(3)(A));

(2) no filing is required to perfect the security interest; and

3
(33

(3) the security interest has priority over conflicting perfected security interests in
the item, accompanying documents, or proceeds.

Sec. 13. [336 5-118] SECURITY INTEREST OF ISSUER OR NOMINATED
PERSON. ,
(a) An issuer or nominated person has a security interest in a a document presented

under a letter of credit to the extent that the issuer or nominated | person honors or gives
value for the plesentatlon : :

(b) So long as and to the extent that an issuer or nominated person has not been

reimbursed or has not otherwise recovered the value given with respect to a security

interest in a document under subsection (a), the security interest continues and is
subject to article 9, but:

(1) a security agreement is not necessary to make the security interest enforceable
under s sectlon 336 9-203(b)(3);

(2) if the document is presented in a medium other than a written or other tangible

medlum, the security interest is perfected; and

(3) if the document is presented in a written or other tangible medium and is not

a certlﬁcated secunty, chattel paper, a document of t1tle an mstrument ora letter of

document
Sec. 14. Minnesota Statutes 1998, section 336.7-503, is amended to read:

336.7-503 DOCUMENT OF TITLE TO GOODS DEFEATED IN CERTAIN
CASES.

(1) A document of title confers no right in goods against a person who before
issuance of the document had a legal interest or a perfected security interest in them
and who neither

(a)_delivered or entrusted them or any document of title covering them to the
bailor or the bailor’s nominee with actual or apparent authority to ship, store or sell or
with power to obtain delivery under this article (section 336.7-403) or with power of
disposition under this chapter (sections 336.2-403 and 336:9-307 336.9-320) or other
statute or rule of law; nor

(b) acquiesced in the procurement by the bailor or the bailor’s nominee of any
document of title.

(2) Title to goods based upon an unaccepted delivery order is subject to the rights
of anyone to whom a negotiable warehouse receipt or bill of lading covering the goods
has been duly negotiated. Such a title may be defeated under the next section to the
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same extent as the rights of the issuer or a transferee from the issuer.

(3) Title to goods based upon a bill of lading issued to a freight forwarder is
subject to the rights of anyone to whom a bill issued by the freight forwarder is duly
negotiated; but delivery by the carrier in accordance with part 4 of this article pursuant
to its own bill of lading discharges the carrier’s obligation to deliver.

Sec. 15, Minnesqta Statutes 1998, section 336.8-103, is amended to read:

336.8-103 RULES FOR DETERMINING WHETHER CERTAIN OBLIGA-
TIONS AND INTERESTS ARE SECURITIES OR FINANCIAL ASSETS.

(a) A share or similar equity interest issued by a corporation, business trust, joint
stock company, or similar entity is a security.

(b) An “investment company security” is a security. “Investment company
security” means a share or similar equity interest issued by an entity that is registered
as an investment company under the federal investment company laws, an interest in
a unit investment trust that is so registered, or a face-amount certificate issued by a
face-amount certificate company that is so registered. Investment company security
does not include an insurance policy or endowment policy or annuity contract issued
by an insurance company.

(c) An interest in a partnership or limited liability company is a general intangible
and is not a security or a financial asset, except as follows:

(1) An interest in a partnership or limited liability company is a security and is not
a general intangible if it is dealt in or traded on a securities exchange or in a securities
market, its terms expressly provide that it is a security governed by this article, or it is
an investment company security.

(2) An jnterest in a partnership or limited liability company is a financial asset and
is not a general intangible if it is held in a securities account.

(d) A writing that is a security certificate is governed by this article and not by
article 3, even though it also meets the requitements of that article. However, a'
negotiable insttument governed by article 3 is a financial asset if it is held in a
securities account.

(e) An option or similar obligation issued by a clearing corporation to its
participants is not a security, but is a financial asset.

(f) A commodity contract, as defined in section 336.9-115 336.9-102(a)(15), is not
a security or a financial asset, .

Sec. 16. Minnesota Statutes 1998, section 336.8-106, is amended to read:

336.8-106 CONTROL.

(a) A purchaser has “control” of a certificated security in bearer form if the
certificated security is delivered to the purchaser.
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(b) A purcnaser has “control” of a certificated security in registered form if the
certificated security is delivered to the purchaser, and: "

(1) the certificate is endorsed to the purchaser or in blank by an effective
endorsement; or

(2) the certificate is registered in the name of the purchasef, upon original issue
or registration of transfer by the issuer.

(c) A purchaser has “control” of an uncertificated security if:
(1) the uncertificated security is delivered to the purchaser; or

(2) the issuer has agreed that it will comply with instructions originated by the
purchaser without further consent by the registered owner. -

(d) A purchaser has “control” of a security entitlement if:
(1) the purchaser becomes the entitlement holder; of

(2) the securities intermediary has agreed that it will comply with entitlement
orders originated by the purchaser without further consent by the entitlement holder;
or . 2

(3) another person has control of the security entitlement on behalf of the
'purchaser or, having prev1ously acqmred control of the security entitlement, acknowl-
edges that it has control on behalf of the purchaser

(e) If an interest in a security entitlement is granted by the entitlement holder to
the entitlement holder's own securities intermediary, the securities intermediary has
control. ‘

(£ A purchaser who has satisfied the reqmrements of subsection {&)2) (c} or
£)(2} (d) has control, even if the registered owner in the case of subsection ©2) ()
or the entitlement holder in the case of subsection {d)¢2) (d) retains the right to make
substitutions for the uncertificated security or security entitlement, to originate
instructions or entitlement orders to the issuer or securities intermediary, or otherwise
to deal with the uncertificated security or security entitlement.

(g) An issuer or a securities intermediary may not enter into an agreement of the
kind described in subsection (c)(2) or (d)(2) without the consent of the registered
owner or entitlement holder, but an issuer or a securities intermediary is not required
to enter info such an agreement even though the registered owner or entitlement holder
so directs. An issuer or securities intermediary that has entered into such an agreement
is not required to confirm the existence of the agreement to another party unless
requested to do so by the registered owner or entitlement holder.

Sec. 17. Minnesota Statutes 1998, section 336.8-110, is amende(j to read:
336.8-110 APPLICABILITY; CHOICE OF LAW.,

(a) The local law of the issuer’s jurisdiction, as specified in subsection (d),
governs:
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(1) the validity of a security;

(2) the rights and duties of the issver with respect to reglstlatlon of transfer;
(3) the effectiveness of registration of transfer by the i 1ssuer,

(4) whether the i§suer owes any duties to an adverse claimant to a security; and

(5) whether an adverse claim can be asserted against a person to whom transfer
of a certificated or uncertificated security is registered or a person who obtains control
of an uncertificated security.

(b) The local law of the securities intermediary’s jurisdiction, as specified in
subsection (e), governs:

(1) acquisition of a security entitlement from the securities intermediary;

(2) the rights and duties of the securities intermediary and entitlement holder
arising out of a security entitlement;

(3) whether the securities intermediary owes any duties to an adverse claimant to
a security entitlement; and

(4) whether an adverse claim can be asserted against a person who acquires a
security entitlement from the securities intermediary or a person who purchases a
security entitlement ot interest therein from an entitlement holder,

(c) The local law of the jurisdiction in which a security certificate is located at the
time of delivery governs whether an adverse claim can be asserted against a person to
whom the security certificate is delivered,

(d) “Issuer’s jurisdiction” means the jurisdiction under which the issuer of the
security is organized or, if permitted by the law of that jurisdiction, the law of another
jurisdiction specified by the issuer. An issuer organized under the law of this state may
specify the law of another jurisdiction as the law governing the matters specified in
subsection (a)(2) through (5).

(e) The following rules determine a “securities intermediary’s jurisdiction” for
putposes of this section:

(1) If an agreement between the securities iniermediary and its entitlement holder
specifies that it is governed by the law of governing the securities account expressly
provides that a partlcular Junsdlctlon is the securities 1ntermed1a1y s Juusdlctlon f01

intermediary and its entitlement holder governing the securities account expressly
provides that the agreement is governed by the law of a particular Jurlsdlctlon that
Murxsdlctlon is the securities 1ntermed1ary s Jumsdlcnon

(3) If neither paragraph (1) nor (2) applies and an agreement between the

securities intermediary and its entitlement holder dees net specify the governing law
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as provided in paragraph (1); but the securities account expressly speeifies provides

that the securitiés account is maintained at an office in a particilar jurisdiction, that
jurisdiction is the securities intermediary’s jurisdiction. oF

) (4) If an agreement between the securities intermediary and its entitlement
helder does not speeify a jusisdiction as provided in paragraph (1) or (2) none of the
preceding paragraphs apply, the securities intermediary’s jurisdiction is the jurisdiction
in which is located the office identified in an account statement as the office serving the
entitlement holder’s account is located.

@(S)Hmagreemembeﬂveeﬂﬂaeseeuﬂ%}esmtemedmfyand&seﬂaﬂemem
holder dees not specify a jurisdiction as provided in paragraph (1)-or (2) and an account
statement dees not identify an office serving the entitlement helder’s account as
provided in paragraph (3) none of the preceding paragraphs apply, the securities

intermediary’s jurisdiction is the jurisdiction in which is leeated the chief executive
office of the securities intermediary is located.

(f) A securities intermediary’s jurisdiction is not determined by the physical
location of certificates representing financial assets, or by the jurisdiction in which is
organized the issuer of the financial asset with respect to which an entitlement holder
has a security entiflement, or by the location of facilities for data processing or other
recordkeeping concerning the account.

Sec. 18. Minnesota Statutes 1998, section 336.8-301, is amended to read:
336.8-301 DELIVERY.

(a) Delivery of a certificated security to a purchaser occurs when:

(1) the purchaser acquires possession of the security certificate;

(2) another person, other than a securities intermediary, either acquires possession
of the security certificate on behalf of the purchaser or, having previously acquired
possession of the certificate, acknowledges that it holds for the purchaser; or

(3) a securities intermediary acting on behalf of the purchaser acquires possession
of the security certificate, only if the certificate is in registered form and has been is (i)
registered in the name of the purchaser, (i) payable to the order of the purchaser, or
(iii) specially “endorsed to the purchaser by an effective endorsement and has not been
endorsed to the securities intermediary or in blank. T

(b) Delivery of an uncertificated security to a purchaser occurs when:

(1) the issuer registers the purchaser as the registered owner, upon original issue
or registration of transfer; or

(2) another person, other than a secutities intermediary, either becomes the
registered owner of the uncertificated security on behalf of the purchaser or, having
previously become the registered owner, acknowledges that it holds for the purchaser.

Sec. 19. Minnesota Statutes 1998, section 336.8-302, is amended to read:
336.8-302 RIGHTS OF PURCHASER.
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(a) Except as otherwise provided in subsections (b) and (c), upen delivery a
purchaser of a certificated or uncertificated security te & purchaser; the purchaser
acquires all rights in the security that the transferor had or had power to transfer.

(b) A purchaser of a limited interest acquires rights only to the extent of the
interest’ purchased.

(c) A purchaser ‘of a certificated security who as a previous holder had notice of
an adverse claim does not improve its position by taking from a protected purchaser.

Sec. 20. Minnesota Statutes 1998, section 336.8-510, is amended to read:

336.8-510 RIGHTS OF PURCHASER OF SECURITY ENTITLEMENT
FROM ENTITLEMENT HOLDER.

(a) In a case not covered by the priority rules in article 9 or the rules stated in
subsection (cﬁl action based on an adverse claim to a financial asset or security
entitlement, whether framed in conversion, replevin, constructive trust, equitable lien,
or other theory, may not be asserted against a person who purchases a security
entitlement, or an interest therein, from an entitlement holder if the purchaser gives

value, does not have notice of the adverse claim, and obtains control.

(b) If an adverse claim could not have been asserted against an entitlement holder
under section 336.8-502, the adverse claim cannot be asserted against a person who
purchases a security entitlement, or an interest therein, from the entitlément holder.

(¢) In a case not covered by the priority rules in article 9, a purchaser for value
of a security entitlement, or an interest therein, who obtains control has priotity over
a purchaser of a security entitlement, or an interest therein, who does not obtain
control. Except as otherwise provided in subsection (d), purchasers who have control
rank equally; except that a according to priority in time of:

(1) the purchaser’s becoming the person for whom the securities account, in
which the security entitlement is carried, is maintained, 1f the purchaser obtained
control under section 336.8-106(d)(1);

(2) the securities intermediary’s agreement to comply with the purchaser’s
entitlement orders with respect to security entitlements carried or t_o Eg carried in the

securities account in n which the security entitlement i is carried, if the purchaser obtained
control under section 336.8-1( ~106(d)(2); or

(3) if the purchaser obtained control through another person under section
336.8- 1()6(d)(3), the time on Wh]Ch prlorlty would be based under this subsection if the

(d) A securities 1nte1med1ary as purchaser has priority over a conflicting purchaser
who has control, unless otherwise agreed by the securities intermediary.

Presented to the governor April 11, 2000
Signed by the governor April 14, 2000, 2:12 p.m.
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