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statements and disclosures which present the city’s or town’s financial position and the 
results of city or town operations in conformity with generally accepted accounting 
principles. The report shall include such information and be in‘ such form as may be 
prescribed by the state auditor; 

(1')) File the financialpreport in the clerk’s or financial officer’s office for public 
inspection and present it to the city council or town board after the close of the fiscal 
year. One copy of the -financial report shall be furnished to the state auditor after the 
close of the fiscal year; and 

(0) Submit to the state auditor audited financial statements which have been 
attested to_'by a certified public accountant, public accountant, or the state auditor 
within 180 days after the close of the fiscal year, except that the state auditor may upon 
request of a city or town and a showing of inability to conform, extend the deadline. 
The state auditor may accept this report in lieu of the report required in clause (b). A 
copy of the audited financial statement along with any management letter or other 
written findings or comments. by the auditor must be provided to each city council 
member and the mayor, or to each town board member, no later than 30 days after the 
report is required to be submitted to the state auditor and presented at a scheduled 
meeting of the city council or town board prior to October 31 of the year in which the 
report is submitted to the state auditor. 

A municipal hospital or nursing home established before June 6, 1979, whose 
fiscal year is not a calendar year on August 1, 1980, is not subject to this subdivision 
but shall submit to the state auditor a detailed statement of its financial affairs audited 
by a certified public accountant, a public accountantior the state auditor no later than 
120 days after the close of its fiscal year. It may also submit a summaiy financial report 
for the calendar year. 

Presented to the governor April 20, 2004 

Signed by the governor April 22, 2004, 5:30 p.m. 

CHAPTER 162-—H.F.No. 1983 
An act relating to commerce; enacting the revisionsto the general provisions of the Uniform 

Commercial Code and enacting a revised Article 7 of the Uniform Commercial Code recom- 
mended by the National Conference of Commissioners on Uniform State Laws; making 
conforming -changes; amending provisions in Articles 3 and 4 of the Uniform Commercial Code 
relating to warranties on remotely created items; amending Minnesota Statutes 2002, sections 
17.94; 84.787, subdivision 9; 84.797, subdivision 10; 84.92, subdivision 6; 868.820, subdivision 
12; 168A.01, subdivision 20; 234.27; 325L,03; 325L.16,' 336.2-103; 336.2-104; 3362-202; 
3362-310; 3362-323; 3362-401‘; 3362-503; 3362-505; 3362-506; 336.2-509; 3362-605; 
3362-705,‘ 336.2A-J03; 5’36.2A-5'01; 3-36.2A-514; 336.2A-518; 336.2A-519; 336.2/1-526; 
336.2A-527; 336.2A—528; 336.4-210; 336;4A~]05; 336.4/1-J06; 336.4A-204; 336.5403; 336.8; 
102; 336.8403; 3369-102; 3369-203; 336.9~207; 3369-208; 3369-301; 336. 9-310; 336.9-312; 
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3369-313; 3369-314; 336.9-317; 3369-338; 3369-601; 513.33, subdivision 1; 514,963, 
subdivision 9; 514.965, subdivision 10; 514.973; Minnesota Statutes 2003 Supplement, sections 
3363-103,‘ 3363-416; 3363-417; 336.4-I04; 336.4-207; 336,4-208; proposing coding for new 
law in Minnesota Statutes, chapter 336; repealing Minnesota Statutes 2002, sections 336.1-101; 
336.1-102; 336.1-103; 3361-104; 3361-105; 3361-106; 336.1-I07; 3361-108; 3361-109; 
336.1-110; 336.1 -201; 336.1 -202; 3361-203; 3361-204; 3361-205; 3361-206; 3361-207; 
336.1-208; 3361-209; 3362-208; 336.2A-207; 336.7-101; 336.7-102; 336.7-103; 336.7-104; 
336.7-105; 3367-201; 3367-202; 3367-203; 336.7-204; 336.7-205; 336.7-206; 336.7-207; 
3367-208; 3367-209; 3367-210; 3367-301; 3367-302; 3367-303; 3367-304; 3367-305; 
3367-306; 3367-307; 3367-308; 336.7-309; 3367-401; 3367-402; 3367-403,‘ 3367-404; 
3367-501; 3367-502; 3367-503; 3367-504; 3367-505; 3367-506; 336.7-507; 336.7-508; 
336. 7-509; 336. 7-601; 336. 7-602; 336.7-603; 336.10-I04. 

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

ARTICLE 1 

REVISION OF UNIFORM COMMERCML CODE 

PART 1 

GENERAL PROVISIONS 

Section 1. '[336.1-101] SHORT TITLES. 
Qt chapter E he cited as the Uniform Commercial Code. 
(_b2 article _ma_y E cited § Uniform Commercial Code : General Provisions". 
Sec. 2. [336.1-102] SCOPE OF ARTICLE. 
This article applies to a transaction to the extent @ governed 1331 another 

article pf me Uniform Ccfnmercial Code. 
Sec. 3. [336.1-103] CONSTRUCTION OF UNIFORM COMMERCIAL 

CODE TO PROMOTE ITS PURPOSES AND POLICIES; APPLICABILITY OF 
SUPPLEMENTAL PRINCIPLES OF LAW. 

(a) The Uniform Commercial Code must be liberally construed and applied to 
promote underlying purposes E policies, which ai_‘E 

Q) to simplify, clarify, _a_n_d modernize me l_av_v governing commercial transactions; 
_ Q to permit the continued expansion o_f commercial practices through custom, 

usage, z_1n_d agreement o_f E parties; and I 

(3) to make uniform the law among the various jurisdictions. 
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(b) Unless displaced by IE particular provisions of the Uniform Commercial 
Codejie principles of law Ed equity, including the law merchant and the law relative 
fiaajily to contract: pgngal. and agent, estopp—e:l,E1ud, n1isrepr<§e_rit_21tfi, duress, 
coercion, rrfitake, bankruptcy, anfifinher validating or invalidatingcause supplement 
its provisions. 

~_ 
~

_ 
Sec. 4. [336.1-104] CONSTRUCTION AGAINST IMPLIED REPEAL. 
:13 Uniform Commercial Code being 2_1 general ag intended a_s a unified coverage 

of subject matter, rm pzit _o_f_ shall E deemed. t_o E impliedly repealed b_y 
subsequent legislation such construction E reasonably be avoided. 

Sec. 5. [336.1-105] SEVERABILITY. 
If any provision or clause of the Uniform Commercial Code or its application to 

any pea: or Vcircurfitance i;h?d invalid, the invalidity dog Rt affect othg 
p—r5visions orapplications of theUn—h°E>rm Comm7eEial Code whiVcafie~gi_\7§1 effect 
without thewinvalid provisi—o1fi>r application, and to this end the_p_roi/“isions of the 
Unif0rm—Commercial Code arelseverable. 

1 _ 1 '1 — _ ‘- 
Sec. 6. [336.1-106] USE OF SINGULAR AND PLURAL; GENDER. 
E th_e Uniform Commercial Code, unless t_h_e statutory context otherwise requires: 
Q words th_e singular number include the plural, Ed those t_l‘lE plural include 

the singular; ail 

Q words En‘ afl gender alsp refer Q E other gender. 
Sec. 7. [336.1-107] SECTION CAPTIONS. 
Section captions are part of the Uniform Commercial Code. 

Sec. 8. [336.1-108] RELATION TO ELECTRONIC SIGNATURES IN 
GLOBAL AND NATIONAL COMMERCE ACT. 

This chapter modifies, limits, and supersedes the federal Electronic Signatures in 
Global_a_nd National Commerce AF(15 U.S.C. S_e?tion 7001, et seq.) but does no_t 
modify,.lir—nit, or supersede Secticmjmc) of that act (15IJ'_._S._CTSE>r1—'7_()51?:‘))_<§ 
authorize e1ectBnic delivery of any of the 1iotice_s Tscfiaed in Section 103(b) of ma 
a_ct is U.S.C. Section 7o03(F))._ 

“ "‘ " ’‘ 
Sec. 9. [336.1-110] UNIFORM COMMERCIAL CODE ACCOUNT. 
T_h_e Uniform Commercial Code account established § E account t_h_e state 

treasury. Fees that at no_t expressly set statute but fie charged Q Q secretary o_f 
state to offset E costs o_f providing a service under chapter must be deposited 
th_e state treasury afil credited 9 th_e Uniform Commercial Code account. 

Fees that are not expressly set by statute but are charged by the secretary of state 
9 offset th_e costs p_f providing‘ information contained’ the computerized records 
maintained by the secretary o_f state must be deposited me state treasury £1 credited 

_ 
t_o t_l§ UnifcEn—Commercial Code accoufi 
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Money in the Uniform Commercial Code account continuously appropriated t_o 
the secretary7>§ate to implement and maintain the central filing system under 
Eipter and to_pr3Wle—electronic access to other cifnputerized records maintained by 
t_l_lE 

secre—ta1_'y—o_f gate; 
~ _ 

PART 2 

GENERAL DEFINITIONS AND PRINCIPLES OF INTERPRETATION 
Sec. 10. [336.1-201] GENERAL DEFINITIONS. 
(a) Unless the context otherwise requires, words gg phrases defined in this section,

i 

o_r m~t_l__1e additional definitions contained i_n other articles o_f th_e UniromT5c§nmercra1 
Code t_lra_t apply t_o particular articles _<_>_r 

parts thereof, have me meanings stated. 

(_b_) Subject t_o definitions contained other articles o_f th_e Uniform Commercial 
Code E apply to particular articles E parts thereof: 

(1) “Action," the sense of a judicial proceeding, includes recoupment, 
counterclaim, set-off, equity, aid any other proceeding which rights are 
determined. 

Q) “Aggrieved party” means _a party entitled t_o pursue a remedy. 
(3) “Agreement,” as distinguished from “contract,” means the bargain of the 

parti:; in fact, as f9_r1n_cl in their langufior inferred from other circumstancg, 
including cou—r_‘se_of per'for'rrfanceTco11rse of de_aling, or usage_of trade as provided in 
section 336.1-303.“ 

‘ c " ‘" “ ” 

E) “Bank” means a person engaged tlg business o_f banking an_d includes r_1 

savings bank, savings @ loan association, credit union, a_rrcl_ trust company. 

(5_) “Bearer” means a person in control of a negotiable electronic document pf title g a person possession o_f E negotiable instrument, negotiable tangible document o_f 
title, E certificated security that payable t_o bearer o_r indorsed blank. 

Q “Bill _o_f_ lading” means a document o_f fll_e evidencing die receipt _of goods Er 
shipment issued by a person engaged E business _o_f directly gr indirectly 
transporting pr forwarding goods. E term does n_<)t include a warehouse receipt. 

Q) “Branch” includes 3 separately incorporated foreign branch o_f 3 bank. 

Q “Burden pf establishing” a means t_h_e burden o_f persuading th_e trier of gait 
fiat th_e existence o_f Elf £ac_t more probable than nonexistence. 

(9) “Buyer in ordinary course of business” means a person that buys goods in 
good_faith, without knowledge that tlE sale violates the rights of anifiefiaerson in ti} 
g—c>o_ds.,‘-‘L_1—1i_cl in the ordinary coEa?omr person, _o?her thaf-“a pawnbroker, 1? TIE 
business-of selling goods of that kind. A p_erson buys goocgr the ordinary cotIrs% 
the sale tdthe person com~po—rIs-with the usual ofiustomarybpracfitices in the kind (E 
bl-1‘siEsTn_‘v7hicl1 the seller is e-r1—.r_:j‘a¢ged~or-\F1—th__the seller’s own usualfiorfiisgay 
practicesfé person—t_h_-a_t sells £il_, gas, pr other minerals at E wellhead g—minehead 
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a person in the business of selling goods of that kind. A buyer in ordinary course of 
business rnafiuy for cash—, by exchange oFotT17 property, or on secured or unsecured 
credit, anFra;accTire goo_ds or documents. of title under_2r._r)reexisting_c:ontract for 
sale. Orfiyfl abT1yer that talgsfisgtssion of the goods_or_liTsaright to recover the goo—d_s 
E671 the séler tinder‘ article 2 may be a—brE:r in onfirar? c(Frs_e Er busines;—“Buyer 
rmcfijmygugf busine_ss’To§ not incluTle a person that acquires goods in a 
Eansfer o_r as security f£r_c)_r'_i_r3@ E partial satisfegon o_f a money debt.- 

(l0) “Conspicuous,” with refe_rence to it term, means so written, displayed, or 
presented that a reasonable person against which it is to operate ought to have noticed 
E Whethefi t—erm “conspicuous” o_r n_o_t a decision Er me court. Conspicuous 
terms include tlg following: ' 

Q2 a heading capitals equal t_o Q greater size than th_e surrounding text, p_r 
in contrasting type, font, or color to the surrounding text of the same or lesser size; and 

@ language E body pf a record gr display larger type than th_e surrounding 
text, pr‘ contrasting type, font, o_r color to die surrounding text o_r“ th_e same size, o_r 
sit off from'surrounding te_xt o_f t_he same siie b_y symbols o_r other marks ma_t pal_l 
attention t_o Elie language. 

(11) “Consumer” means a_n -individual who enters into a transaction primarily fir 
personal, family, pr household purposes. 

“Contract,” § distinguished from “agreement,” means t_h_e total legal 
obligation that results from E parties’ agreement g determined t_h§ Uniform 
Commercial Code as supplemented by aiy other applicable laws. 

(13) “Creditor” includes a general creditor, a secured creditor, a lien creditor, and 
any rT1esentative of creditor_s, including an assignee for the benefi—t~of creditorfi 
Eftee‘ in bankruptcy, a receiver in equity,_and an ex§rt<)—r or admirdstrator of an 
insolvent debtor’s _o_r assignor’s esmte. 

— _ _ — _ 
(14) “Defendant” includes 5; person tli position pf defendant 2_l counterclaim, 

cross-claim, E third-party claim. 
(_15) “Delivery,” with respect to a3 electronic document pf title means voluntary 

transfer _o_f control and with respect tg E instrument, a tangible document o_f title, or 
chattel paper, means voluntary transfer o_f possession. 

(16) “Document of title” means a record (i) that in the regular course of business 
pr finying is treateda_s adequately ev_idencinEhEhepEson in possession_or control 
of the record‘ is entitle_d to receive, control, hofifi dispose_ of the record_and the 
Ends the record covers, and (ii) that purports to befiued by or_ad$essed to :1—l)ariE 
and to ~-c.o_ver goods in the —ba_ile?sp$.session wfichare eithe_r-icfintified or ar_e_fi1ngible 
Eh-Ens of an identnifiamajsas. Ih_e E includes abfil of lading, transp_orfiocument, 
dock warrant, dock receipt, warehouse receipt, Ed order f_or delivery o_f goods.’E 
electronic document o_r” title means a document of title evidenced by a record consisting 
of information stored in an electronic medium. A tangible document o_f title means a 
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document of title evidenced by a record consisting of information that inscribed on 
_a'tangible medium. 

(17) “Fault” means _a default, breach, or wrongful a_ct o_r omission. 

(E) “Fungible goods” means: 

(A_) goods of which E unit, b_y nature or usage o_f trade, th_e equivalent o_f Q11 
other like unit; or 

@ goods b_y agreement g treated as equivalent. 
(19) “Genuine” means free of forgery or counterfeiting. 

(20) “Good faith,” except as otherwise provided article i means honesty E 
ap_c_I Q observance o_f reasonable commercial standards o_f dealing. 

_(_2_1_) 
“Holder” means: 

(A) the person possession of a negotiable instrument tg payable either to 
bearer or t_o E identified person §1_a_t the person possession; 

(_B_‘) the person possession ff 3 negotiable tangible document o_f title E goods E deliverable either 3 bearer o_r t_o E order o_f E person possession; o_r 

E) the person control o_f _a negotiable electronic document of title. 

(22) “Insolvency proceeding” includes an assignment Q die benefit o_f creditors 
or other proceeding intended to liquidate o_r rehabilitate the estate 9_f the person 
involved. 

Q») “Insolvent” means: 

(1: having generally ceased to pig debts me ordinary course o_f business other 
than as a result of bona fide dispute; 

(_C) being insolvent within me meaning o_f federal bankruptcy 
(24) “Money” means a medium of exchange currently authorized or adopted by 

a domgtic or foreign gove1'iiment. fie term includes a monetary utfit of account 
established 135: an intergovernmentafcfgafition or by_agree1nent Eé?v'véEn two or 

countri_es._ 
_ hn —‘ — 

(25) “Organization” means 3 person other than Q individual. 
(26) “Party,” § distinguished from “third party,” means a person git has engaged 

in a transaction or made an agreement subject to [lg Uniform Commercial Code. 

(27) “Person” means an individual, corporation, business trust, estate, trust, 

paitnfiiip, limited liability Empany, association, joint venture, govemment, govern- 
mental subdivision, agency, or instrumentality, publijorporation, or any other legal or 
commercial entity. 

- — __ ___ 
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(28) “Present value’’ means the amount as Q” a date certain o_f one Q ‘more sums 
payable E future, discounted t_o th_e date certain b_y E g either an interest% 
specified by the parties if that rate is not manifestly unreasonable at the time the 

transaction entered into. 

(29) “Purchase” means taking by sale, lease, discount, negotiation, mortgage, 
pledge, lien, security interest, issue E‘ reissue, gift, g any other voluntary transaction 
creating Q interest property. 

(39) “Purchaser” means 5 person that takes» b_y purchase. 

(31) “Record” means information that inscribed on a tangible medium or that 
is stored an electronic or other medium and retrievable perceivable form. 

(32) “Remedy” means a11_y remedial right t_o which E aggrieved party entitled 
with or without resort to a tribunal. 

(33) “Representative” means’ a person empowered _t_o_ act for another, includingE 
agent, an officer of a corporation or association, and a trustee, executor, ‘or 
administrator of an estate. @ “Right” includes remedy. 

(35) “Security interest” means an interest in personal property or fixtures which 
secure-{payment or performance‘ o_f‘-an obligation. “Security interegt” includes any 
interest of a consifior and a buyer of Ecounts, chattel paper, a payment intangiblefi 
a promissory note in afinsaction that is subject to article 9. _“Security interest” does 
not include thfieeial property‘int?est_of a buyer_of goodgon identification of fig; 
_gE)ds to a &tract for sale under section 336.2—4OT, but a Ifiyer may also. aaquire a 
“securit_y interest” bycormlying with article 9. Except a.s*otl1er‘Vvisepi*ol/i—cled‘ in section 
336.2-505, the riggof a seller cressor ofgoods under article or 2A to_retain or 
acquire posfisiorfiifihe goods E not a “gcurity interest,” but a_seller.or-lessdr-I-nag/7 
also acquire a “seE1r—it_y Tr1t7:s?’—b3/"complying with artR,le_9. The-retentior_1‘o-r‘ 

r<?rvation of_title by a seller of goals notwithstarfl; shipmefi ofielivery to th_e 
buyer under_s<E)r1_3§6.2-40l_is limited in effect to a reservation of a “securfi 
interest.” Whether a transaction in the fom1—of a lease—cr_eates a “securfy interest” is 
determined pursua‘n—t to section 336.1—-203. 

— '_ 
' 

_ — 

(36) “Send” in connection with a writing, record, or notice means: 

(A) to'deposit in the mail or deliver for transmission by any other usual means of 
comm_1-inincgation with Bssfigé ‘or cost‘ or‘ transmission Eolmed for and properfi 
addressed, and i_n—}l1e case of_an_i_n_strument, to an address spe$fied—thereon or 
otherwise age-ecf org _tl1—ere—be?one t_o any addreg reasonable under the ClI'Cl,lIl1—- 

stances; _o_r 

_ _ — — 
@ E other way 9 cause Q b_e received E record or notice within thertime 

it would have arrived if properly sent. 
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@ “Signed” includes using E symbol executed or adopted with present 
intention t_o adopt o_r accept a writing.

‘ 

(38) “State” means z_1 state o_f @ United States, _th_e District o_f Columbia, Puerto 
Rico, the United States Virgin Islands, E any territory or insular possession subject to 
the jurisdiction of the United States. @ “Surety” includes a_1 guarantor 9_1_‘ other secondary obligor. 

(40) “Term” means a portion o_f Q agreement Qt relates 9 a particular matter. 
(41) “Unauthorized signature” means _a signature made without actual, implied, or 

apparent authority. E term includes _a forgery. 
(42) “Warehouse receipt’; means a document o_f issued b_y a person engaged 

E business of storing goods E hire. 
(43) “Writing” includes printing, typewriting, g E other intentional reduction to 

tangible form. “Written” l_ia_s_ a corresponding meaning. 

Sec. 11, [336.1-202] NOTICE; KNOWLEDGE. 
Q Subject to subsection 2_1 person has “notice” o_f a git me person: 
(1) has actual knowledge of it; 

(2_) E received _a notice or notification o_‘f g 
Q from Q th_e facts Lid circumstances known t_o th_e person a_t the time 

question, h_as_ reason t_o know mat exists. 

Q “Knowledge” means actual knowledge. “Knows" @ _a corresponding 
meaning.

' 

Q “Discover,” “learn,” 3 words o_f similar import refer t_o knowledge rather than 
to reason to know. 

é person “notifies” or “gives” a notice Q notification to another person b_y 
taking such steps as may be reasonably required t_o inform the other person ordinary 
course, whether E n_ot th_e other person actually comes 9 know o_f 

(e) Subject to subsection (f), a person “receives” a notice or notification when: 

Q comes to that person’s attention; or 

Q) duly delivered a form reasonable under the circumstances at th_e place 
o_f business through which th_e contract E made gr _a_t another location held o_ut b_y mat 
person as me place f_0r receipt pf such communications. 

(2 Notice, knowledge, or a notice or notification received by an organization is 
effective for a particular transaction frorrr the time it is brought :B"thT§ attention of the 
individualconducting that t1‘ansaction_:and:-ir1~an—_y-te_\Ir=.—11t, from th_e time it wouldhzure 
Eg brought to the Fiividua1’s atte1E)n— the orgar-1?1tic—)'1i—liacTc§(e1'eised—<E 

diligence. An orgainiation exercises due diligenaif it maintains &onab1e routing E communicating significant inforfn_at_ion to the person conducting E transaction 
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and‘ there is reasonable compliance with the routines. Due diligence does not require 
acting for the to commuE:1te inforinefl Eless the 

Emmunication is partE.tl?individual’s regular duties or the individual has reason? 
know of the trarTsa—.cTit);21I1—d that the transaction would_§Tnaterial1y aff?ted b_yE 
information. 

See. 12. [$536.1-203] LEASE DISTINGUISHED FROM SECURITY INTER- 
EST. 

(1) Whether a transaction th_e form of a lease creates _a lease or security interest 
i_s determined Q th_e facts o_f each case. '

‘ 

£l_)_) Q transaction tlf form o_f 2_1 lease creates a security interest E 
consideration -E th_e- lessee t_o_ pa_y ._t_h§ lessor {or tile right to possession id § o_f 
th_e goods Q obligation for me term of the lease EYE not subject t_o termination b_y 
t_h_e lessee, and: 

(l) the original term of the lease is equal to or greater than the remaining 

Q E lessee bound t_o renew th_e lease Q tl1_e remaining economic @ o_fE 
goods g bound t_o become E owner o_f E goods; 

_(_3_2 the lessee IE E option to renew the lease E” E remaining economic lg o_f E goods Q Q additional consideration o_r Q nominal additional consideration upon 
compliance with the lease agreement; Q 
Q the lessee @ an option t_o become E owner o_f @ goods for E additional 

consideration or for nominal additional consideration upon compliance with % lease 
agreement. ‘ 

Q A transaction in the form of a lease does n_ot create :1 security interest merely 
because: 

V 
_ — _ ' 

Q E present value o_fv@ consideration £19 lessee obligated E E E lessor E the right to possession anii fie o_f the goods substantially equal t_o or greater 
than me Er market value o_f E goods at t_he time £13 lease entered into; 

(2) the lessee assumes risk of loss of the goods; 

(4) the lessee has an option to renew @ lease gr t_o become fie owner o_f@ 
goods; 

(5) the lessee has an option to renew the lease for a fixed rent t_lit equal to o_r 
greate’rth§1 @ reascfrawbiy predicfilble fiirmarket regtlgr tile FE pf t_h_e goods for the 

(_6) E lessee E Q option to become th_e owner o_fth_e goods fora fixed priceE 
i_s equal to o_r greater than E: reasonably predictable f_~a£ market value _o_f§1e goods at E time E option t_o E performed. » 
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(d) Additional consideration nominal lei than me 1essee’s reasonably 
predictable cost o_f performing under lease agreement die option no_t exercised. 
Additional consideration n_ot nominal 

(1) when the option t_o renew the lease granted 9 th_e lessee, the r_er_1t stated 
to be the fair market rent for the use of the goods for the term of the renewal 

(_22 when lg option t_o become E owner o_f tl1_e goods granted to t_he lessee, IE 
price stated t_o be market value of the goods determined at the time t_h_e option 

is t_o E performed. 
(e The “remainin economic life of the oods” and “reasonabl redictable” fair _ _ __.§ _________ __ __ __ g __ Y P _ 

market rent, fair market value, or cost of erforming under the lease a reement must ___H __ __ __ ______ __ __ _ P __ 8 
be determined with reference t_o t_h_e f_a<_:t and circumstances at th_e time th_e transaction 
i_s entered into.

’ 

Sec. 13. [336.1-204] VALUE. 
Except as otherwise provided articles 5 i E E a_t person gives value gr rights 

if the person acquires them: 

Q) return {o_r 3 binding commitment t_o extend credit or fg t_h_e extension o_f 
immediately available credit, whether or not drawn upon and whether or not a 
chargeback provided _f_o_r t_l§ event o_f difficulties collection; 

Q g security E o_r total o_r partial satisfaction o_f, a preexisting claim; 

Q2 accepting delivery under it preexisting contract Er purchase; gr 

(_42 return for any consideration sufficient to support a simple contract. 

Sec. 14. [336.1-205] REASONABLE TIME; SEASONABLENESS. 
Q2 Whether a, time [o_r taking. a_n action required b_y me Uniform Commercial 

Code reasonable depends E1 the nature, purpose, an_d circumstances of die action. 

£b_) An action taken seasonably taken a_t gr within tfi time agreed <_>r_, 
no time agreed, a_t o_r within _a_ 

reasonable time. 

Sec. 15. [336.1-206] PRESUMPTIONS. 
Whenever the Uniform Commercial Code creates a “presumption” with respect to. 

a fact, or provides_that a fact is “presumed,” the trier of fact must find tlgtistence E 
the fact unless and until evidence is introduced that supports a finding of its 

n—c>I1efster1r:T 
— _ — ‘ 

- 

‘ “ — 
PART 3 

TERRITORIAL APPLICABILITY AND GENERAL RULES 
Sec. 16. [336.1-301] TERRITORIAL APPLICABILITY; PARTIES’ POWER 

TO CHOOSE APPLICABLE LAW. 
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Q -Except § otherwise provided section, when a transaction bears 2_1 

reasonable relation t_o state Ed also t_o another state 0_r nation E parties may agree 
grit fire law either of this state or of such other state or nation shall govern their rights 
andduties. 

—:__;jT—j_w—~:_:j 
Q E t_h_e absence of an agreement effective under subsection (L), El except as 

provided subsection the Uniform Commercial Code applies t_o transactions 
bearing ‘E appropriate relation E state. 

(c) If one of the following provisions of the Uniform Commercial Code specifies 
the ap—1;li—c_ab1€law7hat provision governs 7a_ndT_1 contrary agreement effective only’ 

b_y th_e av: _s_«2 speLYd= 

£1_) 3362-402; 

Q sections 336.2A—105 £1 336.2A—lO6; 
Q) 336.4402; 

‘ Q 336.4A-507; 

Q 3365-116; 

336.8—11O;
( 

£7_) sections 336.9-301 through 336.9~307.. 

Sec. 17. [336.1-302] VARIATION BY AGREEMENT. 
(_a2 Except as otherwise‘ provided subsec‘tion- o_r elsewhere E Uniform 

Commercial Code, E effect o_f provisions of t_h_e Uniform Commercial Code r_n_z_1y b_e 
varied by agreement. A

i 

(b) The obligations of good faith, diligence, reasonableness, and care prescribed 
by thE~Ui1E)rrn Commercial. Code may not be disclaimed by agree—rneFI‘he parties, 
E;-Ereement, may deterrnirrefilremrrrfiijg by which tlia per'forman(?e—<)f those 
o_bligations is toT3e measured ifthose standafd-s. are not—ri1anifestly 1_1nreas_onable. 

Whenever tlTe Unform Commc§ci7al_Code' requiresinfiition to be taken within a 
reasonable £?n_e_, a time that not manifestly unreasonable E b_;fi_?_eii agreement". 

Q E presence certain provisions of the Uniform Commercial Code E” th_e 
phrase “unless otherwise agreed,” g words o_f similar import, does n_c>t imply t_h_a_t t_lE 
effect o_f other provisions may Egg be varied by agreement under ‘section. 

Sec. l8. [336.1-303] COURSE OF PERFORMANCE, COURSE OF DEAL- 
ING, AND USAGE OF TRADE. 
Q A “course o_f performance” a sequence o_f conduct between the parties to a 

particular transaction that exists if: 

Q ‘E agreement o_f me parties with respect to the .transaction involves repeated 
occasions fo_r performance Q a party;g 
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(2) the other party, with knowledge of the nature o_f E performance .@ 
op aortunity for objection to it, accepts die performance g acquiesces without 
obgectioii. 

(b) A “course. of dealing" is a sequence of conduct concerning previous 
transactions between me parties to aparticular transaction that is fairly to be regarded 
as establishing a coinrnon basis ofu_nderstanding for interpr?ir1gtLir efingsions and 
o_Lhe:_r conduct. 

g M — - 
(c) A “usage of trade” is any practice or method of dealing having such regularity 

of observance in a—place, vocatmn, or trad-e_as to justffy an expectationTh_a-t it will be 
&)served with r_es-pect to the t1'a11saction in qu-es_tion*. Theexistence and éaipc? dfsufl 
a usage m_u—s_t-be provedas_facts. If it is established tfisuch a usage—is embodi% 
?_l trade fl £7‘ similar record, £a_inte—rpretation pf :11? 1'$<)1r-d_i_sfi1testion of 1_a_w;_ 

(d) A course of performance or course of dealing between the parties or usage of 
tradei—n the vocatio_n or trade in which gey ea: engaged or of whi—ch they are_or shoufi 
be awjale—i‘s relevanti:n ascert—aining t_h_e meaning of tl1_e—paities’ agreer—neE__m_ay give 
firticular r_neaning to specific terms of the agreement, and may supplement or quafi 
the terms of the agreement. A usage_of?ade applicablfinfiieplace in whiai part of 
{H6 pet'fo1'rna1Tc—e under the ag_reement—is to occur may bebsdutili-z—eda—s_ to that pTrt o_f E performance. — _ - Z _ _ _ _ : j _ 

Q Except § otherwise provided subsection (f),‘ the express terms of an 
agreement and any applicable course of performance, coursebf dealingfofisageof 
trade must Econstrued whenever reasonable as consistent wim each othe? If such: 
-ec;1st1‘_uct_io1-1- unreasonable: 

— __ ‘-— _-__ _ Z — 

(_1_) express terms prevail over cou1'se of performance, course of dealing,‘ and 
usage of trade; 

Q2 course o_f performance prevails over course 0_f dealing aid usage of trade; gig 

Q course of dealing prevails over usage pf trade. 
A Q Subject t_o section 336.2-209, a course pf performance relevant t_o show a 

waiver 
_c_>r 

modification o_f any term inconsistent with tlfi course of performance. _ 

ggl Evidence of ca relevant usage pf trade offered by mic party n_ot admissible 
unless party has given t_lE other party notice t_h_at court finds sufficient t_o 

prevent unfair surprise to the other party. 

Sec. 19. [336.1-304] OBLIGATION OF GOOD FAITH. 
Every contract o_r duty within 212 Uniform Commercial Code imposes E 

obligation of good faith in its performance and enforcement. ~ 

Sec. 20. [336.1-305] REMEDIES TO BE LIBERALLYIADMINISTERED; 
(c_"t) E remedies provided by t_lE Uniform Commercial Code must E liberally 

administered to the end that the aggrieved party may be put in as good a position as 
i_f th_e other party @ fully performed neither consequential gr special damages 3‘ 
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penal damages E E Ltd except § specifically provided the Uniform Commercial 
Code or by other rule of law. 

enforceable b_y action unless E provision declaring specifies a different an_d limited 
effect. 

Sec. 21. [336.1-306] WAIVER OR RENUNCIATION OF CLAIM OR 
RIGHT AFTER BREACH. 

A claim g right arising o_ut o_f E alleged breach E If discharged whole o_r 
E E without consideration ll agreement pf th_e aggrieved party g authenticated 
record. 

A ' 

Sec. 22. [336.1-307]. PRIMA FACIE EVIDENCE BY THIRD-PARTY DOCU- 
MENTS. 

A document in due, form purporting to be a bill of lading, policy or certificate of 
insurance, official weigher’s or inspector’s certificate, consular invoice, or any other 
document authorized or required by the contract to be issued. by a third prima 
facie evidence _of its ovvn authenticity— and genuinemgss and cfthcafwtsjed. in the ?L””r”—"'— 

Sec. 23. [336.1-308] PERFORMANCE OR ACCEPTANCE UNDER RES- 
ERVATION OF RIGHTS. 

(32 A party E with explicit reservation o_f rights performs gr promises 
performance o_r assents to performance in a manner demanded or offered by the other 
party does not thereby" prejudice the—rights reserved. SucF words E “without 
prejudice,” “under protest,”‘o_r the lilzerare sufficient. 

@ Subsection Q does n_ot apply t_o E accord El satisfaction. 
Sec. 24. [336.1-309] OPTION TO ACCELERATE AT'WILL. 
A term providing that one party or that party’s successor in interest may accelerate 

paymexit—§perfo1man<K)1?quire calfral or additional cofiateral “at_Wl” or when 
the party ‘—‘deems’itse1f inEcure,” or words of—§imilar import, means the pE'ty has 
Ewer to do so only if that party E good faith believes that the profisfif paym% 
or performance is impaired. The burden of establishing lack of good faith is on the 
Ert_y against which me poweihas been eyercised. 

j I“ F—— ——d — —— 
Sec. 25. [336.1-310] SUBORDINATED OBLIGATIONS. 
An obligation may be issued as subordinated to performance of another obligation 

of theperson ob1igEed,_or a credfior may subordinate its right to_pe1fonnance of an 
ailrgation by agreement_wi_th either tfiperson obligate_cl—<n‘—211io—ther creditor oftE 
person obligted. Subordirrfiion does I-1-OI create a security indsrest as against either 613 
common debtor gr a subordinated crecfior. 

_ — — 
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Sec. 26. REPEALER. 
Minnesota Statutes 2002, sections 3361-101; 3361-102; 3361-103; 3361-104; 

3361-105; 336.1-106; 336.1-107; 336.1-108; 336.1—109; 336.1-110; 336.1-201; 336.1- 
202; 336.1-203; 3361-204; 336.1—205; 336.1—206; 336.1-207; 336.1-208; and 336.1- 
1: E repealed. — 

ARTICLE 2 

CONFORMING AMENDMENTS TO OTHER UCC ARTICLES 

Section 1. Minnesota Statutes 2002, 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)iGoed£aith3intlaeeaseofamerehantmeanshenestyinfaetandthe 

ebsewanee of reasonable eemmereial standards of fair dealing in the trade Reserved. 

(c) “Receipt” of goods means taking physical possession of them. 

((1) “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 3362-606. 
“Banl<er’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. 
“Identification,” section 336.2-501. 
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“Installment contract,” section 336.2-612. 

“Letter of credit,” section 3362-325. 
“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 3362-106. 

“Sale,” section 336.2-106. 

“Sale on approval,” section 336.2-326. 

“Sa1e or return,” section 336.2-326. 

“Termination,” section 3362-106. 

(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 3369-102. 

“Dishonor,” section 336.3-502. 

“Draft,” section 336.3-104.
V 

‘ (4) In addition article 1 contains general definitions and- principles of construction 
and interpretation applicable throughout this article. 

Sec. 2. Minnesota Statutes 2002, section 336.2-202, is amended to read: 
336.2-202 FINAL WRITTEN EXPRESSION; PAROL OR EXTRINSIC 

EVIDENCE. 
Terms with respect to which the confirmatory memoranda of the parties agree or 

which are otherwise set forth in a writing intended by the parties as a final expression 
of their agreement with respect to such terms as are included therein may not be 
contradicted by evidence of any prior agreement or of a contemporaneous oral 
agreement but may be explained or supplemented 

(a) by course of performance, course of dealing, or usage of trade (section 
336.4405 336.1-303)o1= by eeurse of performance éseetien and 

(b) by evidence of consistent additional terms unless the court finds the writing to 
have been intended also as a complete and exclusive statement of the terms of the 
agreement. - 

Sec. 3. Minnesota Statutes 2002, section 336.2A-103, is amended to. read: 

New language is indicated by underline, deletions by
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336.2A-103 DEFINITIONS‘ AND INDEX OF DEFINITIONS. 
(1) In this article unless" the context otherwise requires: 

(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 party.

' 

(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 asingle 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. I 

(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 1essor’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 staternent” 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. 
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(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 
money, documents, instruments, accounts, chattel paper, general intangibles, or 
minerals or the like, including oil and gas, before extraction. The term also includes the 
unborn young of animals. ~ 

(i) “Installment lease contract” means a lease contract that authorizes or recjuires 
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.

‘ 

(1') “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. 

c 

(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 from other 
circumstances including course ofdealing or usage of trade or course of performance 
as provided in this article. Unless the context clearly indicates. otherwise, the term 
includes asublease 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. 

(In) “Leasehold interest” means the interest of the lessor or the lessee under a 
lease contract. 

(11) “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. 

(o) “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.

‘ 

(p) “Lessor” means a person‘ who transfers the right to possession and use of 
goods under a lease. Unless the context clearly indicates otherwise, the term includes 
a sublessor. ‘

' 

(q) “Lessor’s residual interest” means the lessor’s interest in the goods after 
expiration, termination, ‘or cancellation of the lease contract. 

(r) “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. 
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(s) “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. 

(t) “Merchant lessee” means a lessee 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 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 was notmanifestly unreasonable at the 
time the transaction was entered into; otheiwise, 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 whom 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 

“Accessions.” Section 336.2A-310(1). 

“Construction mortgage.” Section 336.2A-309(1)(d). 

“Encumbrance.” Section 336.2A—309(1)(e). 

“Fixtures.” Section 336.2A—309(1)(a). 

“Fixture filing.” Section 336.2A~309(1)(b). 

“Purchase money lease.” Section 336.2A-309(1)(c). 

(3) The following definitions in other articles apply to this article: 
“Account.” Section 336.9—102(a)(2). 

“Between merchants.” Section 336.2~104(3). 

“Buyer.” Section 336.2—103(1)(a). 

“Chattel 15aper.” Section 336.9.-102(a)(1l). 

“Consumer goods.” Section 336.9—]02(a)(23). 
“Document.” Section 336.9—102(a)(30). 
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“Entrusting.” Section 336.2—403(3). 

“General intangible.” Section 336.9-l02(a)(42). 

‘—‘Geeel £aitla.—” Section 

“Instrument.” Section 336.9-102(a)(47). 

“Merchant.” Section 336.2—104(1). . , 

“Mortgage.” Section -3‘36.9-‘1O2(a)(55).
‘ 

“,Purs,uant to.commitn:1ent.” Section 336..9-1OA2(.a)(68). 

“Receipt.” Section 336.2-‘l03(l)(c). 

“Sale.” Section 336.2~106(1). . 

“Sale on approval.” Section 336.2-.326. 
"V 

“Sale or return.” Section 336.2-326. 

“Seller.” Section 336.2—lO3(1)(d). 

(4) In addition, sections 336.1-101 to 3364-109 3361-310 contain general 
definitions and principles of construction and interpretation applicable throughout this 
article. 

Sec. 4. Minnesota Statutes 2002, section 336.2A-501, is amended to read: 
3'36.2A-501 DEFAULT; PROCEDURE. 

A I 

. (1) Whether the lessor or the lessee is in default under a .lease contract is 

determined by the lease agreement and this article. 

(2) If the lessor or the lessee is in default under the lease contract, the party 
seeking enforcement has rights and remedies as provided in this article and, except as 
limited by this article, as provided in the lease agreement. 

(3) If the lessor or the lessee is in default under the lease contract, the party 
seeking enforcement may reduce the party’s claim to judgment, or otherwise enforce 
the lease contract by self—help or any available judicial procedure or nonjudicial 
procedure, including administrative proceeding, arbitration, or the like, in accordance 
with this article. 

(4) Except as otherwise provided in section 336.1.—305(a) or this 
article or the lease agreement, the rights and remedies referred to in subsections (2) and 
(3) are cumulative.

' 

(5) If the lease agreement covers both real property and goods, the party seeking 
enforcement may proceed under this pair as to the goods, or under other applicable law 
as to both the real property and the goods in accordance with that party’s rights and 
remedies in respect of the real property, in which case this part does" not apply. 

See. 5. Minnesota Statutes 2002, section 336.2A—51-8, is amended to read: 
336.2A-518 COVER; SUBSTITUTE GOODS. 
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(1) After a default by a lessor under the lease contract of the type described in 
section 336.2A-508(1), or, if agreed, after other default by the lessor, the lessee may 
cover by making any purchase "or lease of or contract to purchase or lease goods in 
substitution for those due from the lessor. 

(2) Except as otherwise provided with respect to damages liquidated in the lease 
agreement (section 336.2A—504) or otherwise determined pursuant to agreement of the 
parties (sections 33644029) 336.1-302 and 336.2A-503), if a lessee’s cover is by a 
lease agreement substantially similar to the original lease agreement and the new lease 
agreement is made in good faith and in a commercially reasonable manner, the lessee 
may recover from the lessor as damages (i) the present value, as of the date of the 
commencement of the term of the new lease agreement, of the rent under the new lease 
agreement applicable to that period of the new lease term which is comparable to the 
then remaining term of the original lease agreement minus the present value as of the 
same date of the total rent for the then remaining lease term of the original lease 
agreement, and (ii) any incidental or consequential damages, less expenses saved in 
consequence of the lessor’s. default. 

(3) If a lessee’s cover is by lease agreement that for any reason does not qualify 
for treatment under subsection (2), oris by purchase or otherwise, the lessee may 
recover from the lessor as if the lessee had elected not to cover and section 336.2A—5 19 
governs.

‘ 

Sec. 6. Minnesota Statutes 2002, section 336.2A-519, is amended to read: 
336.2A—5l9 LESSEE’S DAMAGES FOR NONDELIVERY, REPUDIA- 

TION, DEFAULT, AND -BREACH OF WARRANTY IN REGARD TO AC- 
CEPTED GOODS. ' * 

(1) Except as otherwise provided with respect to damages liquidated in the lease 
agreement (section 336.2A-504) or otherwise determined pursuant to agreement of the 
parties (sections 336.1602 and 336.2A-503), if a lessee elects not to 
cover or a lessee elects to cover and the cover is by lease agreement that for any reason 
does not qualify for treatment under section 336.2A~5l8(2), or is by purchase or 
otherwise, the measure of damages for nondeliveiy or repudiation by the lessor or for 
rejection or revocation of acceptance by the lessee is the present value, as of the date 
of the default, of the then market rent minus the present value as of the same date of 
the original rent, computed for the remaining lease term of the original lease 
agreement, together with incidental and consequential damages, less expenses saved in 
consequence of the lessor’s default. ' 

(2) Market rent is to be determined as of the place for tender or, in cases of 
rejection after arrival or revocation of acceptance, as of the place of arrival. 

(3) Except as otherwise agreed, if the lessee has accepted goods and given 
notification (section 336.2A—516(3)), the measure of damages for nonconforming 
tender or delivery or other default by a lessor is the loss resulting in the ordinary course 
of events from the lessor’s default as determined in any manner that is reasonable 
together with incidental -and consequential damages, less expenses saved in conse- 
quence of the lessor’s default. 
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(4) ‘Except as otherwise agreed, the measure of" damages for breach of warranty is 
the present value at the time and place of acceptance of the difference between .the 
value of the use of the goods accepted and the Value if they had been as warranted for 
the lease term, unless special circumstances show proximate damages of a different 
amount, together with incidental and consequential damages, less expenses saved in 
consequence of the lessor’s default or breach of warranty. 

Sec. 7. Minnesota Statutes 2002, section 336.2A-527, is amended to read: 

336.2A-527 LESSOR’S RIGHTS TO DISPOSE OF GOODS. 
(1) After a default by a lessee under the lease contract of the type described in 

section '336.2A-523(1) or 336.2A-523(3)(a) or after the lessor refuses to deliver or 
takes possession of goods (section 336.2A-525 or 336.2A-526), or, if agreed, after 
other default by a lessee, the lessor may dispose of the goods concerned or the 
undelivered balance by lease, sale, or otherwise. 

(2) Except as otherwise provided with respect to damages liquidated in the lease 
agreement (section 336.2A-504) or otherwise determined pursuant to agreement of the 
parties (sections 33671-1-929) 336.1-302 and 336.2A-503), if the disposition is by 
lease agreement substantially similar to the original lease agreement and the new lease 
agreement is made in good faith and in a commercially reasonable manner, the lessor 
may recover from the lessee as damages (i) accrued and unpaid rent as of the date of 
the start of the term of the new lease agreement, (ii) the present value, as of the same 
date, of the total rent for the then remaining lease term of the original lease agreement 
minus the present value, as of the same date, of the rent under the new lease agreement 
applicable to that period of the new lease term that is comparable to the then remaining 
term of the original lease agreement, and (iii) any incidental damages allowed under 
section 336.2A-530, less expenses saved in consequence of the lessee’s default. 

(3) If the 1essor’s disposition is by lease agreement that for any reason does not 
qualify for treatment under subsection (2), or is by sale or otherwise, the lessor may 
recover from the lessee as if the lessor had elected not to dispose of the goods and 
section 336.2A-528 governs. 

(4) A subsequent buyer or lessee who buys or leases from the lessor in good faith 
for value as a result of a disposition. under this section takes the goods free of the 
original lease contract and any rights of the original lessee even though the lessor fails 
to comply with one or more of the requirements of this article. 

(5) The lessor is not accountable to the lessee for any profit made on any 
disposition. A lessee who has rightfully rejected or justifiably revoked acceptance shall 
account .to the lessor for any excess over the amount of the lessee’s security interest 
(section 336‘.2A-508(5)). 

Sec. 8. Minnesota Statutes 2002, section 336.2A-528, is amended to read: 

336.2A—528 LESSOR’S DAMAGES FOR NONACCEPTANCE, FAILURE 
TO PAY, REPUDIATION, OR OTHER DEFAULT. 
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(1) Except as otherwise provided with respect to damages liquidated in the lease 
agreement (section 336.2A-504) or otherwise determined pursuant to agreement of the 
parties (sections 336-1-1029) 336.1—302 and 336.2A-503), if a lessor elects to retain 
the goods or a lessor elects to dispose of the goods and the disposition is by lease 
agreement that for any reason does not qualify for treatment under section 336.2A- 
527(2), or is by sale or otherwise, the lessor may recover from the lessee as damages 
for a default of the type described in section 336.2A—523(1) or 336.2A-523(3)(a), or, 
if agreed, for other default of the lessee, (i) accrued and unpaid rent as of the date of 
default if the lessee has never taken possession of the goods, or, if the lessee has taken 
possession of the goods, as of the date the lessor repossesses the goods or an earlier 
date on which the lessee makes a tender of the goods to the lessor, (ii) the present value 
as of the date determined under clause (i) of the total rent for the then remaining lease 
term of the original lease agreement minus the present value as of the same date of the 
market rent at the place where the goods are located computed for the same lease term, 
and (iii) any incidental damages allowed under section 336.2A—530, less expenses 
saved in consequence of the lessee’s default. 

(2) If the measure of damages provided in subsection (1) is inadequate to put a 
lessor in as good a position as performance would have, the measure of damages is the 
present value of the profit, including reasonable overhead, the lessor would have made 
from full performance by the lessee, together with any incidental damages allowed 
under section 336.2A-530, due allowance for costs reasonably incurred and due credit 
for payments or proceeds of disposition. 

Sec. 9. Minnesota Statutes 2003 Supplement, section 336.3-103, is amended to 
read: 

3363-103 DEFINITIONS. 
(:1) In this article: 

(1) “Acceptor” means a drawee who has accepted a draft. 
(2) “Consumer account” means an account established by an individual primarily 

for personal, family, or household purposes. 

(3) “Consumer transaction” means a transaction in which an individual incurs an 
obligation primarily for personal, family, or household purposes. 

(4) “Drawee” means a person ordered in a draft to make payment. 
(5) “Drawer” means a person who signs or is identified in a draft as a person 

ordering payment. 

(6)fiGeed£aith3meanshenest=yin£aetandtheebservaneeefreasenable 
eemmereial standards of deal-hag-. Reserved. 

(7) “Maker” means a person who signs or is identified in a note as a person 
undertaking to pay. 

(8) “Order” means a written instruction to pay money signed by the person giving 
the instruction. The instruction may be addressed to any person, including the person 
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giving the instruction, or to one or more persons jointly or in the alternative but not in 
succession. An authorization to pay is not an order unless the perso‘n‘auth01ized to pay 
is also instructed to pay. r 

(9) “Ordinary care” in the case of a person engaged in business means observance 
of reasonable commercial standards, prevailing in the area in which the person is 
located, with respect to the business in which the person is engaged. In the case of a 
bank that takes an instrument for processing for collection or payment by automated 
means, reasonable commercial standards do not require the bank to examine the 
instrument if the failure to examine does not violate the bank’s prescribed procedures 

_ 
and the bank’s procedures do not vary unreasonably from general banking usage not 
disapproved by this article or article 4. 

(10) “Party” means a party to an instrument. 

(11) “Principal obligorff with respect to an instrument, means the accommodated 
party or any other party to the instrument against whom a secondary obligor has 
recourse under this article. 

(l2) “Promise” means a>w_ritten_undertaking to pay money signed by the person 
undertakingto pay. An acknowledgment of an obligation by the obligor is not a 
‘promise unless the obligor also undertakes to pay the obligation. 

~ (13) “Prove” with respect to a fact means to meet the burden of establishing the 
fact (section 3%6.—l—20«l(8) 336.1-201(b)(8)). 4

* 

(14) “Record” means information that is inscribed on a tangible ‘medium or that 
is stored in an electronic or other medium and is retrievable in perceivable form. 

(15) “Remitter” means a person who purchases an instrunient from its issuer if the 
instrument is payable to an identified person other than the purchaser. . 

(16) “Remotely—created item” means an item that is not created by the payor bank 
and does not bear a handwritten or facsimile signature purporting to be the signature 
of the drawer. 

' 
’

‘ 

(17) “Secondary obligor,” with respect to an instrument, means (a) an endorser or 
an accommodation p'arty,‘(b)‘ a drawer having the obligation described in section 
336.3-414(d), or (c) any otherparty to the instrument that has recourse against another 
party to the instrument pursuant to section 33.6.3-ll6(b). - 

(b) Other definitionsapplying to this a.rticle and the sections. in which they appear 
are: - 

- “Acceptance,” section 3363-409.
, 

“Accommodated party,” section 336.3-419. 

“Accommodation party,” section 336.3‘-419. 

“Accou_nt_,” section 336.4-104. 

“Alteration,” section 3363-407.- 
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“Anomalous endorsement,” section 336.3-205. 

“Blank endorsement,” section 336.3-205. 

“Cashier’s check,” section 336.3-104. 

“Certificate of deposit,” section 336.3-104. 

“Certified check,” section 336.3-409. 

“Check,” section 336.3-104. 

“Consideration,” section 336.3-303. 

“Draft,” section 336.3-104. 

“Endorsement,” section 336.3-204. 

“Endo1'ser,” section 336.3-204. 

“Holder in due course,” section 336.3-302. 

“Incomplete instrument,” section 336.3-115. 

“Instrument,” section 336.3-104. 

“Issue,” section 336.3-105. 

“Issuer,” section 336.3-105. 

“Negotiable instrument,” section 336.3-104. 

“Negotiation,” section 336.3-201. 

“Note,” section 3363-104.
‘ 

“Payable at a definite time,” section 336.3-108. 

“Payable on demand,” section 3363-108. 

“Payable to bearer,” section 336.3-109: 

“Payable to order,” section 336.3-109. 

“Payment,” section 336.3-602. 

“Person entitled to enforce,” section 336.3-301. 

“Presentment,” section 336.3-501. 

“Reacquisition,” section 336.3-207. 

“Special endorsement,” section 336.3-205. 

A “Teller’s check,” section 336.3-104. 

“Transfer of instrument,” section 336.3-203. 

“Traveler’s check,”,section 336.3-104. 

“Value,” section 336.3-303. 
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(c) The following definitions in other articles apply to this article: 
“Bank,” section 336.4—105. 

“Banking day,” section 336.4-104. 

“Clearinghouse,” section 336.4-104. 

“Collecting bank,” section 336.4-105. 

“Depositary bank,” section 336.4-105. 

“Documentary draft,” section 336.4-104. 

“Intermediary bank,” section 336.4-105. 

“Item,” section 336.4-104. 
' “Payor bank,” section 336.4-105. 

“Suspends payments,” section 336.4-104. 

(d) In addition, article 1 contains general definitions and principles of construction 
and interpretation applicable throughout this article. 

Sec. 10. Minnesota Statutes 2003 Supplement, section 336.4—lO4, is amended to 
read: 

336.4~104 DEFINITIONS AND INDEX OF DEFINITIONS. 
(a) In this article, unless the context otherwise requires: 

(1) “Account” means any deposit or credit account with a ‘bank, including a 
demand, time, savings, passbook, share draft, or like account, other than an account 
evidenced by a certificate of deposit; 

(2) “Afternoon” means the period of a day between noon and midnight; 

(3) “Banking day” means that part of any day, excluding Saturday, Sunday, and 
holidays, on which a bank is open to the public for carrying on substantially all of its 
banking functions; 

(4) “Clearinghouse” means an association of banks or other payors regularly 
clearing items; 

' 

(5) “Customer” means a person having an account with a ‘bank or for whom a 
bank has agreed to collect items, including a bank that maintains an account at another 
bank; 

(6) “Documentary draft” means a draft to be presented for acceptance or payment 
if specified documents, certificated securities (section 336’.8-4102) or instructions for 
uncertificated securities (section 336.8-102), or other certificates, statements, or the 
like are to be received by the drawee or other payor before acceptance or payment of 
the draft; 

(7) “Draft” means a draft as defined in section 336.3-104 or an item, other than 
an instrument, that is an order; 
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(8) “Drawce” means a person ordered in a draft to make payment; 
(9) “Item” means an instrument or a promise or order to pay money handled by 

a bank for collection or payment. The term does not include a payment order governed 
by article 4A or a credit or debit card slip;

' 

(10) “Midnight deadline” with respect to a bank is midnight on its next banking 
day following the banking day on which it receives the relevant item or notice or from 
which the time for taking action commences to run, whichever is later; 

(11) “Settle” means to pay in cash, by clearinghouse settlement, in a charge or 
credit or by remittance, or otherwise as agreed. A settlement may be either provisional 
or final; ' 

(12) “Suspends payments” with respect to a bank means that it has been closed by 
order of the supervisory authorities, that a public officer has been appointed to take it 
over, or that it ceases or refuses to make payments in the ordinary course of business. 

(b) Other definitions applying to this article and the sections in which they appear 
are: 

“Agreement for electronic presentment,” section 336.4-110 

“Bank,” section 336.4-105 

“Collecting bank,” section 336.4-105 

“Depositary bank,” section 336.4-105 

“Intermediary bank,” section 336.4-105 

“Payer bank,” section 336.4-105 

“Presenting bank,” section 336.4-105 

“Presentment notice,” section 336.4—1l0 

(C) The following definitions in other articles apply to this article: 
“Acceptance,” section 336.3-409 

“Alteration,” section 336.3-407 

“Cashier’s check,” section 336.3—104 

“Certificate of deposit,” section 336.3404 
“Certified check,” section 336.3-409 

“Check,” section 336.3-104 

fiéeeel faith; seetien 336é—1»93 

“Holder in due course,” section 336.3-302 

“Instrument,” section 336.3-104 

“Notice of dishonor,” section 336.3-503 
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“Order,” section 336.3-103 

“Ordinary care,” section 336.3-103 

“Person entitled to enforce,” section 336.3-301 

“Presentment,” section 3363-501 
“Promise,’.’ section 3363-103 
“Prove,” section 336.3-103 

f‘Record,” section 336.3—103 

“Remotely—created item,” section 336.3-103 

“Teller’s check,” section 336.3-104 

“Unauthorized signature,” section 3363-403 

(d) In addition, article 1 contains general definitions and principles of construction 
and’ interpretation applicable throughout this article. 

Sec. 11. Minnesota Statutes 2002, section 336.4A-105, is amended to read: 

336.4A—105 OTHER DEFINITIONS. 
(a) In this article: 

(1) “Authorized account” means a deposit account of a customer in a bank 
designated by the customer as a source of payment of payment orders issued by the 
customer to the bank. If a customer does not so designate an account, .any account of 
the customer is an authorized account if payment of a payment order from that account 
is not inconsistent with a restriction on the use of that account.

' 

(2) “Bank” means a person engaged in the business of banking and includes a 
savings bank, savings association, credit union, and trust company. A branch or 
separate office of a bank is a separate bank for purposes of this article. 

(3) “Customer” means a person, including a bank, having an account with a bank 
or from whom a bank has agreed to receive payment orders. 

(4) “Funds-transfer business day” of a receiving bank means the part of a day 
during which the receiving bank is open for the receipt, processing, and transmittal of 
payment orders and cancellations and amendments of payment orders. 

(5) “Funds—transfer system” means a wire transfer network, automated clearing- 
house, or other communication system of a clearinghouse or other association of banks 
through which a payment order by a bank may be transmitted to the bank to which the 
order is addressed. 

(6)3Goed£aith3mear+shenestyin£aetandtheebsei=aaneeefreasenable 
eemrnereial standards or‘ fair dealing: Reserved. 

(7) “Prove” with respect to a fact means to meet the burden of establishing the fact 
(section 336.—1—20l(8) 336.1-201(b)(8)). 
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(b) Other definitions applying to the article and the sections in which they appear: 

“Acceptance.” Section 336.4A-209. 

“Beneficiary.” Section 336.4A-103. 

“Beneficiary’s bank.” Section 336.4A—103. 

“Executed.” Section 336.4A-301. 

“Execution date.” Section 336.4A—301. 

“Funds transfer.” Section 336.4A-104. 

“Funds-transfer system rule.” Section 336.4A—501. 

“Intermediary bank.” Section 336.4A-104. 

“Originator.” Section 336.4A-104. 

“Originator’s bank.” Section 336.4A~l04. 

“Payment by beneficiary"s bank to beneficiary.” Section 336.4A-405. - 

“Payment by originator to beneficiary.” Section 336.4A—406. 

“Payment by sender to receiving bank.” Section 336.4A—403. 

“Payment date.” Section 336.4A~401. 

“Payment order.” Section 336.4A-103. 

“Receiving bank.” Section 336.4A—103. 

“Security procedure.” Section 336.4A—20l. 

“Sender.” Section 336.4A~103. 

(C) The following definitions in article 4 apply to this article: 
“Clearinghouse.” Section 336.4-104. 

“Item.” Section 336.4~lO4. 

“Suspends payments.” Section 336.4-104. 

(d) In addition, sections 336.1—101 to 336.1—209 contain general definitions and 
principles of construction and interpretation applicable throughout this article. 

Sec. 12. Minnesota Statutes 2002. section 336.4A—106, is amended to read: 
336.4A-106 TIME PAYMENT ORDER IS RECEIVED. 
(a) The time of receipt of a payment order or communication canceling or 

amending a payment order is determined by the rules applicable to receipt of a notice 
stated in section 336.-l—20—}(—2—7-) 336.1-202. A receiving bank may fix a cut—off time or 
times on a funds—transfer business day for the receipt and processing of payment orders 
and communications canceling or amending payment orders. Different cut—off times 
may apply to payment orders, cancellations, or amendments, or to different categories 
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v of payment orders, cancellations, or amendments. A cut-off time may apply to senders 
generally or different cut-off times may apply to different senders or categories of 
payment orders. If a payment order or communication canceling or amending a 
payment order is received ‘after the close of a funds-transfer business day or after the 
appropriate cut—off time on a funds-transfer business day, the receiving bank may treat 
the payment order or communication as received at the opening of the next 
funds-transfer business day. 

(b) If this article refers to an execution date or payment date or states a day on 
which a receiving bank is required to take action, and the date or day does not fall on 
a funds-transfer business day, the next day that is a funds-transfer business day is 
treated as the date or day stated, unless the contrary is stated in this article. 

Sec. 13. Minnesota Statutes 2002, section 336.4A—204, is amended to read: 
336.4A-204 REFUND OF PAYMENT AND DUTY OF CUSTOMER TO 

REPORT WITH RESPECT TO UNAUTHORIZED PAYMENT ORDER. 
(a) If a receiving bank_accepts a payment order issued in the name of its customer 

as sender which is (i)- not authorized and not effective as the order of the customer 
under section 336.4A-202, or (ii) not enforceable, in whole or in part, against the 
customer under section 336.4A-20_3, the bank shall refund any payment of the payment 
order received from the customer to the extent the bank is not entitled to enforce 
payment and shall pay interest on the refundable amount calculated from the date the 
bank received.payment to the date of the refund, However, the customer is not entitled 
to interest from the bank on the amount to be refunded if the customer fails to exercise 
ordinary care to determine that the order was not authorized by the customer and to 
notify the bank of the relevant facts within a reasonable time not exceeding 90 days 
after the date the customer received notification from the bank that the order was 
accepted or that the custorner’s account was debited with respect ‘to the order. The bank 
is not entitled to any recovery from the customer on account of a failure by the 
customer to give notification as stated in thissection. 

(b) Reasonable time under subsection (a) may be fixed by agreement as stated in 
section 336.1-302(b), but the obligation of a receiving bank to refund 
payment as stated in subsection (a) may not otherwise be varied by agreement. 

Sec. 14. Minnesota Statutes 2002, section 336.5-103, is amended to read: 

3365-103 SCOPE. ' 

(a) This article applies to letters of credit and to certain rights and obligations 
arising out of transactions involving letters of credit. 

(b) The statement of a rule in this article does not by itself require, imply, or 
negate application of the same or a different rule to a situation not provided for, or to 
a person not specified, in this article. 

.(c)r With the exception of this subsection, subsections (a) and (d), sections 
336.5—l02(a)(9) and (10), 336.5-106(d), and 336.5—l14(d), and except to the extent 
prohibited in sections 336.l—302 and 336.5-117(d), the effect of this 
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article may be varied by agreement or by a provision stated or incorporated by 
reference in an undertaking. A term in an agreement or undertaking generally excusing 
liability or generally limiting remedies for failure to perform obligations is not 
sufficient to vary obligations prescribed by this article. 

(d) Rights and obligations of an issuer to a beneficiary or a nominated person 
under a letter of credit are independent of the existence, performance, or 'n0nperfor- 
mance of a contract or arrangement out of which the letter of credit arises or which 
underlies it, including contracts or arrangements between the issuer and the applicant 
and between the applicant and the beneficiary. 

Sec. 15. Minnesota Statutes 2002, section 336.8-102, is amended to read: 

336.8-102 DEFINITIONS. 
(a) In this article: 

(1) “Adverse claim” means a claim that a claimant has a property interest in a 
financial asset and that it is a violation of the rights of the claimant for another person 
to hold, transfer, or deal with the financial asset. 

(2) “Bearer form,” as applied to a certificated security, means a form in which the 
_ 

security is payable to the bearer of the security certificate according to its terms but not 
by reason of an endorsement. 

(3) “Broker” means a person defined as a broker or dealer under the federal 
securities laws, but without excluding a bank acting "in that capacity. 

(4) “Certificated security” means a security that is represented by a certificate. 

(5) “Clearing corporation” means: 

(i) a person that is registered as a “clearing agency” under the federal securities 
laws; 

(ii) a federal reserve bank; or 

(iii) any other person that provides clearance or settlement services with respect 
to financial assets that would require it to register as a clearing agency under the federal 
securities laws but for an exclusion or exemption from the registration requirement, if 
its activities as a clearing corporation, including promulgation of rules, are subject to 
regulation by a federal or state governmental authority. 

(6) “Communicate” means to: 

(i) send a signed writing; or 

(ii) transmit information by any mechanism agreed upon by the persons 
transmitting and receiving the information. 

(7) “Entitlement holder” means a person identified in the records of a securities 
intermediary as the person having a security entitlement against the securities 
intermediary. If a person acquires a security entitlement by virtue of section 
336.8-501 (b)(2) or (3), that person is the entitlement holder. 
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(8) “Entitlement order” means a notification communicated to a securities 
intermediary directing _transfer or redemption of a financial asset to which the 
entitlement holder has a security entitlement. 

(9) “Financial asset,” except as otherwise provided in section 336.8-103, means: 

(i) at security; 

(ii) an obligation of a person or a share, participation, or other interest in a person 
or in property or an enterprise of a person, which is, or is ofa type, dealt in or traded 
on financial markets, or which is recognized in any area in which it is issued or dealt 
in as a medium for investment; or 

(iii) any property that is held by a securities intermediary for another person in a 
securities account if the.securities intermediary has expressly agreed with the other 
person that the property is to be treated as a financial asset under this article. 
As context requires, the term means either the interest itself or the means by which a 
person’s claim to it is evidenced, including a certificated or uncertificated security, a 
security certificate, or a security entitlement.

’ 

(10)fiGeedfa+t-h—' ‘,”£erpurpeses9£theebli—gaEienefgeed£aithintl§eper£ern=ranee 
erenfereementefeentraetserdutieswithinthisaitiekl ,meanshenest=yin£aeta»nelthe 
ebser-Vance efreasenable eemmereial standards (affair dealing: Reserved. 

(11) “Endorsement” means a signature that alone or accompanied by other words 
is made on a security certificate in registered form or on a separate document for the 
‘purpose of assigning, transferring, or redeeming the security or granting a power to 
assign, transfer, or redeem it. 

(12) “Instruction” means a notification communicated to the issuer of an 
uncertificated security which directs that the transfer of the security be registered or 
that the security be redeemed. 

(13) “Registered foim,” as applied to a certificated security, means a form in 
which: ~ 

(i) the security certificate specifies a person entitled to the security; and 

(ii) a transfer of the security may be registered upon books maintained for that 
purpose by or on behalf of the issuer, or the security certificate so states. 

(14) “Securities intermediary” means: 

(i) a clearing corporation; or 

(ii) a person, including a bank or broker, that in the ordinary course of its business 
maintains securities accounts for others and is acting in that capacity. 

(15) “Security,” except as otherwise provided in section 336.8403, means an 
obligation of an issuer or a share, participation, or other interest in an issuer or in 
property or an enterprise of an issuer: 
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(i) which is represented by a security certificate in bearer or registered form, or the 
transfer of which may be registered upon books maintained for that purpose by or on 
behalf of the issuer; 

(ii) which is one of a class or series or by its terms is divisible into a class or series 
of shares, participations, interests, or obligations; and 

(iii) which: 

(A) is, or is of a type, dealt in or traded on securities exchanges or securities 
markets; or 

A 

(B) is a medium for investment and by its terms expressly provides that it is a 
security governed by this article. 

(16) “Security certificate” means a certificate representing a security. 

(17) “Security entitlement” means the rights and property interest of an entitle- 
ment holder with respect to a financial asset specified in part 5. 

(18) “Uncertificated security” means a security that is not represented by a 
certificate. 

(b) Other definitions applying to this article and the sections in which they appear 
are: 

“Appropriate person,” section 336.8-107 

“Control,” section 336.8—106 

“Delivery,” section 336.8-301 

“Investment company security,” section 336.8-103 ' 

“Issuer,” section 336.8—201 

“Overissue,” section 336.8-210 

“Protected purchaser,” section 336.8-303 

“Securities account,” section 336.8—501 

(c) In addition, article 1 contains general definitions and principles of construction 
and interpretation applicable throughout this article. 

(d) The characterization of a person, business, or transaction for purposes of this 
article does not determine the characterization of the person, business, or transaction 
for purposes of any other law, regulation, or rule. 

Sec. 16. Minnesota Statutes 2002, section 336.9-102, is amended to read: 
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 is not lost. 
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(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, licensed, assigned, or otherwise disposed of, (ii) for 
services rendered or to be rendered, (iii) for a policy of insurance issued or to be issued, 
(iv) for a secondary obligation incurred or to be incurred, (v) for energy provided or 
to be provided, (vi) for the use or hire of a vessel under a charter or other contract, (vii) 
arising out of the use of a credit or charge card or information contained on or for use 
with the card, or (viii) as winnings in a lottery or other game of chance. operated or 
sponsored by a state, governmental unit of a state, or person licensed or authorized to 
operate the game by a state or governmental unit of a state. The term includes 
health~care—insuran'ce receivables. The term does not include (i) rights to payment 
evidenced by chattel paper or an instrument, (ii) commercial tort claims, (iii) deposit 
accounts, (iv) investment property, (V) letter of credit rights or letters of credit, or (vi) 
rights to payment for money or funds advanced or sold, other than rights arising out 
of the use of a credit or charge card or information contained on or for use with the 
card. ‘ ' 

(3) “Account debtor” means a person obligated on an account, chattel paper, or 
general intangible. The term does not include persons obligated to pay a negotiable 
inst_rument, even if the instrument constitutes part of chattel paper. 

(4) “Accounting”, except as used in “accounting for”, means a record: 

(A) authenticated by a secured party; 

(B) indicating the aggregate unpaid secured obligations as of a date not more than 
35 days earlier or 35 days later than the date of the record; and 

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

(5) “Agricultural lien” 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; 
or 

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

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

(ii) attaches to the minerals as extracted; or 

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

(8) “Bank” means an organization that is engaged in the business of banking. The 
term includes savings banks, savings and loan associations, credit unions, and trust 
companies. 

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

(10) “Certificate of title” means a certificate of title with respect to which a statute 
provides for the security interest in question to be indicated on the certificate as a 
condition or result of the security interest’s obtaining priority over the rights of alien 
creditor with respect to the collateral. 

(ll) “Chattel paper” means a record or records that evidence both a monetary 
obligation and a security interest in specific goods, a security interest in specific 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, or a lease of specific goods and 
license of software used in the goods. In this paragraph, “monetary obligation” means 
a monetary obligation secured by the goods or owed under a lease of the goods and 
includes a monetary obligation with respect to software used in the goods. The term 
does not include (i) charters or other contracts involving the use or hire of a vessel or 
(ii) records that evidence a right to payment arising out of the use of a credit or charge 
card or information contained on or for use with the card. If a transaction is evidenced 
by records that include an instrument or series of instruments, the group of records 
taken together constitutes 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 have 
been sold; and 

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

(13) “Commercial tort claim” means a claim arising in tort with respect to which: 
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(A) the claimant is an‘ organization; or 

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

(i) arose in the course of the c]aimant’s business or profession; and 

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

(14) “Commodity account” means an account maintained by a commodity 
intermediary in which a commodity contract is canied 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: ‘ 

(A) traded on or subject to the rules of a board of trade that has been designated 
as a contract market for such a contract pursuant to federal commodities law; or 

(B) traded on a foreign commodity board_of trade, exchange, or market, and is 
carried on the books of a commodity intermediary for a commodity customer. 

(l6) “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 as a contract market pursuant to federal 
commodities law. 

(18) ‘fCommunicate” means: 

(A) 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 by any means prescribed by filing office rule. 

(19) “Consignee” means a merchant to which goods are delivered 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 
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(iii) is not generally known by its creditors to be substantially engagedlin selling 
the goods of 'others; ‘ 

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

' 

(C) the goods are not consumer goods immediately before delivery; and 

(D) the transaction does notcreate a security interest that secures an obligation. 

(21) “Consignor” means a person that delivers goods to a consignee in a 
consignment. 

(22) “Consumer debtor” means a debtor in a -consumer transaction. 

(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; and 

(B) a security interest in consumer’ goods secures the obligation. 

(25) “Consumer obligor” means an obligor who is an individual and who incurred 
the obligation as part of a transaction. entered into primarily for personal, family, or 
household purposes. 

(26) “Consumer transaction” means a transaction in which (i) an individual incurs 
an obligation primarily for personal, family, or household purposes,‘ (ii) a security 
interest secures the obligation, and (iii) the collateral is held or acquired primarily for 
personal, family, or household purposes. The term includes consumer goods transac- 
tions. 

(27) “Continuation 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 that it is a continuation statement for, or that it is filed tocontinue 
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‘ obligor; 

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

(C) :1 consignee. 

New language is indicated by underline, deletions by strileeeue

Copyright © 2004 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



~ 

~~~

~

~ 

~~

~ 

~~~ 

I 

Ch. 162, Art. 2 LAWS. of MINNESOTA for 2004 13.6 

(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 liens on real property. 

(33) “Equipment” means goods other than inventory, farm products, or consumer 
goods. 

(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: 

(i) 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. v

~ 

(38) “Filing office rule” means a rule adopted pursuant to Laws 2000, chapter 
399, article 1, section 139,

~ 

(39) “Financing statement” ‘means a record or records composed of an initial 
financing statement and any filedrecord 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 satisfying 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 fi-xtures’. 

(41) “Fixtures” means goods that have become so related to particular real 
property that an interest in them arises under real property law. 
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(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 includes payment 
intangibles and software.

‘ 

(43) 5Geedfaith3meansheaestyin£aetan€ltheebser>vaneeefreaseaable 
commercial standards of fair dealing: Reserved. 

(44) “Goods” means all things that are movable when a security interest attaches. 
The term includes (i) fixtures, (ii) standing 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, even if the crops are produced on trees, vines, or bushes, and 
(v) manufactured homes. The term also includes a computer program embedded in 
goods and any supporting information provided in connection with a transaction 
relating to the program if the program is associated with the goods in such a manner 
that it customarily is considered part of the goods, or by becoming the owner of the 
goods, a person acquires a right to use the program in connection with the goods. The 
term does not include a computer program embedded in goods that consist solely of the 
medium in which the program is embedded. The term also does not include accounts, 
chattel paper, commercial tort claims, deposit accounts, documents, general intan- 
gibles, instruments, investment property, letter of credit rights, 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 an organization having a separate corporate 
existence if the organization is eligible to issue debt on which interest is exempt from 
income taxation 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 monetary obligation for health-care 
goods or services provided. 

(47) “Instrument” means a negotiable instrument or any other writing that 
evidences a right to the ‘payment of a monetary obligation, is not itself a security 
agreement or lease, and is of a type that in ordinary course of business is transferred 
by delivery with any necessary endorsement or assignment. The term does not include 
(i) investment property, (ii) letters of credit, or (iii) writings that evidence a right to 
payment arising out of the use of a credit or charge card‘ or information contained on 
or for use with the card. 

(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 or to be furnished under a contract of 
service; 

(C) are furnished by a person under a contract of service; or 
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(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 unce'rtifi- 
cated, security entitlement, ‘securities account, commodity contract, or commodity 
account. ‘ 

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

(51) “Letter of credit right” means a right to payment or performance under a 
letter of credit, whether or not the beneficiary has demanded or is at the time entitled 
to demand payment or performance. The term‘ does not include the right of a 
beneficiary to demand payment or performance under a ‘letter of credit. 

(52) “Lien creditor” means: 

(A) a creditor that has acquired a lien on the property involved by attachment, 
levy, or the like; 

(B) an assignee for benefit of creditors from the time of assignment; 

(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.’
i 

(53) Unless a certificate has been issued, “manufactured home” means a structure, 
transportable in one or more sections, which, in the traveling mode, is eight 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 which is built on a permanent chassis and designed to be used 
as a dwelling with or without a pennanent foundation when connected to the required 
utilities, and includes the plumbing, heating, air—conditioning, and electrical systems 
contained therein. The term includes any structure that meets all of the requirements of 
this paragraph except the size ‘requirements and with respect to which the manufacturer 
voluntarily files a certification required by the United States Secretary of Housing and 
Urban Development and complies with the standards established under United States 
Code, title 42. 

A manufactured home within the meaning of this. section does not include’ a 
manufactured home for which a certificate of title as defined in section 336.9- 
l02(a)(lO) has been issued. 

(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 inventory; or 
(B) in which a manufactured -home, other than a manufactured home held as 

inventory, is the primary collateral.
' 

(55) “Mortgage” means a consensual interest in real property, including fixtures, 
which secures payment or performance of an obligation. Mortgage includes an 
executory contract for the sale of real property or of an interest in real property that 
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entitles the purchaser to possession of the real property. 

(56) “New debtor” means a person that becomes bound as debtor under section 
336.9-203(d) by a security agreement previously 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 obligation substituted for 
another obligation. 

'
h 

(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 agricultural lien on the collateral, (i) owes payment or other 
‘performance of the obligation, (ii) 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 part for payment or other performance of the obligation. The term does 
not include issuers or nominated persons under a letter of credit. 

(60) “Original debtor”, except as used in section 336.9-3l0(c), means a person 
that, as debtor, entered into a security agreement to which a new debtor has become 
bound under section 336.9—203(d). 

(61) “Payment intangible” means a general intangible under which the account 
debtor’s principal obligation 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; 
or i - 

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

(B) an individual who is related by blood or marriage to an individual described 
in subparagraph (A), (B), (C), or (D), and shares the same home with the individual. 
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(64) “Proceeds”, except as used in section 336.9-609(b), means the following 
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; 

(D) to the extent of the value of collateral, claims arising out of the loss, 
nonconformity, or interference with the use of, defects or infringement of rights in, 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 orpnonconformity 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 
acknowled ment b a bank that the bank has received for de osit a sum of mone or 8 Y P Y. 
funds. 

(66) “Proposal” means a record authenticated by a securedparty whichincludes 
the terms on which the secured party is willing to accept collateral in full or partial 
satisfaction of the obligation it secures pursuant to sections 3369-620, 3369-621, and 
3369-622. 

(67) “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 
20 years; and 

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

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

(69) “Record”, except as used in “for record”, “of recor ”, “record or legal title”, 
and “record owner”, means information that is inscribed 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. 
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(71) “Secondary obligor” means an obligor to the extent that: 

(A) the ob1igor’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 property of either. 

(72) “Secured party” means: 

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

(B) a person that holds an agricultural lien;
' 

(C) a consignor; 

(D) a person to which accounts, chattel paper, payment intangibles, 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 provided for; or 

(F) a person that holds a security interest arising under section 3362-401, 
3362-505, 336.2—711(3), 336.2A~508(5), 336.4-210, or 3365-118. 

(73) “Security agreement” means an agreement that creates or provides for a 
security interest. 

(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 

(B) to cause the record or notification to be received within the time that it would 
have been received if properly sent under subparagraph (A). 

(75) “Software” means a computer program and any supporting information 
provided 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 territory or insular possession subject to 
the jurisdiction of the United States. 

(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: 
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(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 identified 
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
n 

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

A person filing. a financing statement under this article and under theauthority of 
sections 300.111 to 300.115 is a transmitting utility for purposes of this article. 

(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” 
“Check” 
“Clearing corporation” 
“Contract for sale” 
“Customer" 
“Entitlement holder” ‘ 

“Financial asset” 
“Holder in du_e course” 
“Issuer” (with respect to a 
letter of credit or 
letter of credit right) 

“Issuer” (with respect to 
a security) 

“Lease” 
“Lease agreement”- 
“Lease contract” 
“Leasehold interest” 

- “Lessee” 
r “Lessee in ordinary course 

of business” 
“Lessor” 
“Lessor’s residual interest”

' 

“Letter of credit” 
“Merchant” - 

“Negotiable ‘instrument’ 

New language is indicated by underline, deletions by-Strikeout: 

Section 336.8-102 
Section 336.3-104 
Section 336.8-102 
Section 336,2-106 
Section 336.4-104 
Section 336.8-102 
Section 336.8-102 
Section 3363-302 

Section 336.5-102 

Section 336.8-201 
Section 336.2A-103 

. Section 336.2A—103 I 
Section 336.2A—103 
Section 336.2A—103 
Section 336.2A-103 

Section 33'6.2A-103 
‘Section 336.2A-103 
Section 336.2A—10.3 
‘Section 336.5-102

' 

Section 336.2-1104 
Section 336.3-104
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“Nominated person” Section 3365-102 
“Note” Section 3'36.3—104 
“Proceeds of a letter of 
credit” Section 336.5-114 

“Prove” 
g 

Section 336.3-103 
“Sale” Section 336.2-106 
“Securities account” Section 336.8—501 
“Securities intermediary” Section 336.8—102 
“Security” ~ Section 336.8-102 
“Security certificate” Section 336.8-102 
“Security entitlement” Section 336.8—102 
“Uncertificated security” Section 336.8-102 

(c) ARTICLE 1 DEFINITIONS AND PRINCIPLES. Article 1 contains general 
definitions and principles of constmction and interpretation applicable throughout this 
article. 

Sec. 17. REPEALER; 
Minnesota Statutes’ 2002, sections 3362-208; and 336.2A—207, Q repealed. 

ARTICLE 3 

GENERAL CONFORMING AMENDMENTS 

Section 1. Minnesota Statutes 2002, section 17.94, is amended to read: 

17.94 IMPLIED PROMISE OF GOOD FAITH. 
There is an implied promise of good faith as defined in section 336.1-201; 

subseetien (-1-9)(b)(20), by all parties in all agricultural contracts. In an action to 

recover damages, if the court finds that there has been a violation of this provision, 
damages, court costs, and attorney fees may be recovered. 

Sec. 2. Minnesota Statutes 2002, section 84.787, subdivision 9, is amended to 
read: 

Subd. 9. PERSON. “Person” has the meaning given it in section 336.1-201; 
subseetien (%0)(b)(27). 

Sec. 3. Minnesota Statutes 2002, section 84.797, subdivision‘ 10, is amended to 
read: 

Subd. 10. PERSON. “Person” has the meaning given in section 336.1-201-, 
ravaevaph @0)(b)(27). 

Sec. 4. Minnesota Statutes 2002, section 84.92, subdivision 6,.is amended to read: 

New language is indicated by underline, deletions by sa=ikeeut—.
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Subd. 6. PERSON. “Person” means an individual or an organization as defined 
in section 336.1—201; paragraph (%G)(b)(27). 

Sec. 5. Minnesota Statutes 2002, section 86B.820, subdivision 12, is amended to 
read: 

Subd. 12. SECURITY INTEREST. “Security interest” has the meaning given it 
in section 336.1-201; and includes ‘statutory liens for which lien 
statements are filed. 

Sec. 6. Minnesota Statutes 2002, section 168A.01, subdivision 20, is amended to 
read: 

Subd. 20. SECURITY INTEREST. “Security interest” means a security interest 
as defined in section 3361-20197-)(b_)(35).A security interest is “perfected” when it is 
valid against third parties generally, subject only to specific statutory exception. 

Sec. 7. Minnesota Statutes 2002, section 234.27, is amended to read: 
234.27 UNIFORM COMMERCIAL CODE TO APPLY. 
The provisions of article 7 of the Uniform Commercial Code relative to the 

negotiation, transfer, sale, or endorsement of warehouse receipts, apply, to the extent 
possible, to the negotiation, transfer, sale, or endorsement of certificates under this 
chapter. 

For the purpose of application of the Uniform Commercial Code: 

(a) A certificate authorized by the department which evidences the storing of grain 
under this chapter is a document of title as defined in section 3361-201; elause 
€159(b)(16)- 

(b) A ‘person who has title’ to and possession of grain stored under this chapter is 
a warehouse operator as defined in section 336.7-102, clause (l)(h). 

Sec. 8. Minnesota Statutes 2002, section 325L.03, is amended to read: 

325L.03 SCOPE. 
(a) Except as otherwise provided in paragraphs (b) and (e), this chapter applies to 

electronic records and electronic signatures relating to a transaction. 

(b) This chapter does not apply to a transaction to the extent it is governed by: 

(1) the Uniform Commercial Code other than sections 3364-407 and 3364-206 
section 336.1-306, Article 2, and Article 2A; and 

(2) section l45C.03, subdivision 1, relating to requirements for creation of a 
health care directive; section 507.24, relating to requirements for recording any 
conveyance, power of attorney, or other instrument affecting real estate; section 
523.23, subdivision 3, relating to requirements for creation of a statutory short form 
power of attorney; and section 253B.03, subdivision 6b, relating to requirements for 
creation of a declaration of preferences or instructions regarding intrusive mental 
‘health treatment. - 

New language is indicated by underline, deletions by strikeeat:
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(c) This chapter applies to an electronic record or electronic signature otherwise 
excluded from the application of this chapter under paragraph (b) to the extent it is 
governed by a law other than those specified in paragraph (b). 

(d) A transaction subject to this chapter is also subject to other applicable 
substantive law. 

(e) This chapter does not apply to the creation and execution of wills, codicils, or 
trusts other than trusts relating to the conduct of business, commercial, or governmen- 
tal purposes. 

Sec. 9. Minnesota Statutes 2002, section 325L.16, is amended to read: 

325L.16 TRANSFERABLE RECORD. 
(:1) In this section, “transferable record” means an electronic record that: 

(1) would be a note under Article 3 of the Uniform Commercial Code or a 
document under Article 7 of the Uniform Commercial Code if the electronic record 
were in writing; and 

(2) the issuer of the electronic record expressly has agreed is at transferable record. 

(b) A person has control of a transferable record if a system employed for 
evidencing the transfer of interests in the transferable record reliably establishes that 
person as the person to which the transferable record was issued or transferred. 

(c) A system satisfies paragraph (b), and a person is deemed to have control of a 
transferable record, if the transferable record is created, stored, and assigned in such a 
manner that: 

(1) a single authoritative copy of the transferable record exists which is unique, 
identifiable, and, except as otherwise provided in clauses (4), (5), and (6), unalterable; 

(2) the authoritative copy identifies the person asserting control as: 

(i) the person to which the transferable record was issued; or 

(ii) if the authoritative copy indicates that the transferable record has been 
transferred, the person to which the transferable record was most recently transferred; 

(3) the authoritative copy is communicated to and maintained by the person 
asserting control or its designated custodian; 

(4) copies or revisions that add or change an identified assignee of the 
authoritative copy can be made only with the consent of the person asserting control; 

(5) each copy of the authoritative copy and any copy of a copy is readily 
identifiable as a copy that is not the authoritative copy; and 

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

(d) Except as otherwise agreed, a person having control of a transferable record 
is the holder, as defined in section 336.1-201(-29)(b)(21) of the Uniform Commercial 

New language is indicated by underline, deletions by strikeeut-.
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Code, of the transferable record and has the same rights and defenses as a holder of an 
equivalent record or writing under the Uniform Commercial Code, including, if the 
applicable statutory requirements‘ under section 336.3-302(a), 336.7-501, or 336.9~33O 
of the Uniform Commercial Code are satisfied, the rights and defenses of a holder in 
due course, a holder to which a negotiable document of title has been duly negotiated, 
or a purchaser, respectively. Delivery, possession, and endorsement are not required to 
obtain or exercise any of the rights under this paragraph. 

(e) Except as otherwise agreed, an obligor under a transferable record has the 
same rights and defenses as an equivalent obligor under equivalent records or writings 
under the Uniform Commercial Code. 

(I) If requested by a person against which enforcement is sought, the person 
seeking to enforce the transferable record shall provide reasonable proof that the- 
person is in control of the transferable record. Proof may includeaccess to the 
authoritative copy of the transferable record and related business records sufficient to 
review the terms of the transferable record and ‘to establish the identity of the person 
having control of the transferable record. 

See. l0. Minnesota Statutes 2002, section 513.33, subdivision 1, is amended to 
read: 

Subdivision 1. DEFINITIONS. Forvthe purposes of this section,‘the following 
terms. have the meanings given them: V 

»

' 

(1) “credit agreement” means an agreement to lend or forbear repayment of 
money, goods, or things in action, to otherwise extend credit, or to make any other 
financial accommodation; 

(2) “creditor” means a person who extends credit under a credit agreement with‘ 
a debtor; 

(3) “debtor” means a person who obtains credit or seeks a credit agreement with 
a creditor or who owes money to a creditor; and ‘ 

(4) “signed” has the meaning specified in section 336.1-20l999(b)(37). 

Sec. 11. Minnesota Statutes 2002, section 51‘4.963,‘subdivision 9, is amended to 
read: 

Subd. 9. PERSON. “Person” means an individual or an organization as defined 
in section 336.1-20l(—309(b)(27). 

Sec. 12. Minnesota Statutes 2002, section 514.965, subdivision 10, is amended to 
read‘:

‘ 

Subd. 1'0. PERSON. “Person” means an individual or an organization as defined 
in section 336,1-20l(3.9)(b)(27). 

New language is indicated‘ by underline, deletions ‘by strileeeatr
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ARTICLE 4 

UNIFORM COMMERCIAL CODE 
ARTICLE 7 - DOCUMENTS OF TITLE 

PART 1 

GENERAL 

Section 1. [336i.7-101] SHORT TITLE“. 
_'I_‘hi_s article r_n_ay E cited as Uniform Commercial Code : Documents o_f Title. 
Sec. 2. [336.7-102] DEFINITIONS AND INDEX OF DEFINITIONS. 
Q I_n article, unless E context otherwise requires: 
(_1_2 

“Bailee” means a person that g a warehouse receipt, of lading, or other 
document g % acknowledges possession o_f goods my contracts t_o deliver them. 

(_22 “Carrier” means 3 person git issues a o_f lading. 

Q “Consignee” means a person named a of lading to which g to whose 
order the bill promises delivery. 

E2 “Consignor” means z_1 person named a_ of lading as E person from 
which die goods have been received E shipment. ' 

(_52 “Delivery order” means a record that contains an order to deliver goods 
directed t_0 a warehouse, carrier, or other person mat me ordinary course g business 
issues warehouse receipts g bills o_f lading. 
Q RESERVED. 
Q2 “Goods” means a_1l things tl'r_:at are treated as movable Err _t_h_e purposes of a 

contract E storage Q transportation. ' 

(8) “Issuer” means 3 bailee that issues a document of title or, in the case o_f an 
unaccepted delivery order, the perfi that ordérs the possessom’ ideas t_o_de_lTver. TE E includes a person for which anrgent or efiloyee purpdrts to ac? in issuirga 
document if the agent or employeehas real <3? apparent authority to_isEedocuments_, 
even if the_iss7er did dot receive ad)./_g5Es:“the goods were misdescribed, or in any 
oWer'?es—;xa(@:r—g:e—nt-Q employe-e_violated ti issuer’s instructions. 

_ —— 
Q2 “Person entitled under tlg document” means Q holder, the case o_f 3. 

negotiable document <_)_f_ title, or the person t_o which delivery o_f E goods to _b_e made 
b_y th_e terms o_f, or pursuant to instructions in a record under, a nonnegotiable document 
of title. 

_ I‘ I — 

Q RESERVED. 
New language is indicated by underline, deletions by stsikeeu-t-.
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(11) “Sign” means, with present intent 9 authenticate o_r adopt a record: 
Q) t_o execute o_r adopt a tangible symbol; gr @ to attach t_o gt logically associate with 1:13 record an electronic sound, symbol, 

gr process. 

(12) “Shipper” means a person E enters into a contract o_f transportation with a 
carrier. 

' Q “Warehouse” means a person engaged th_e business 91° storing goods-En‘ 
hire. 

Q Definitions other articles applying t_o article Ed the sections which 
they appear it 
Q “Contract fo_r sale,” section 3362-106. 
9 “Lessee §1_e ordinary course _of business,” section 336.2A-103.7 

(_3_) “Receipt” o_f goods, section 336.2-103. 

_(c_) E addition, article 1 contains general definitions a_n_d principles o_f construction 
and interpretation applicable throughout article. 

Sec. 3. [336.7;103] RELATION OF ARTICLE TO, TREATY OR STATUTE. 
Q This article subject t_o £11 treaty o_r statute o_f th_e United States o_r regulatory 

statute o_f state _t9 t_he extent E treaty, statute, o_r regulatory statute applicable. 

(b) This article does not modify or repeal any law prescribing the form or content 
of aW)cu?ent of tfiofihe services or fatfitigto be afford$—by7tEailee, or 
aherwise regulfinfi b—aile?s business_in respects not_specifically_treated in thfi 
article. However, violation of such 2'1 law does not affcg the status of a docum_enEf 
title thatotherwise ‘within E definition o_f a document g title. 

(c) This act modifies, limits, and supersedes the federal Electronic Signatures in 
G1obEaFNEona1 Commerce AF(15 U.S.C. sgtion 7001, et seq.) but does na 
modify,E1it, or supersede sectionltlfic) of that act (15—T”..lT§TC“._s?t1'<)n7)(T(<:))_(>r 
authorize electronic delivery of any of the r?)tF>s Tsciibed in section 103(b) of thfi 
a_ct Q U.S.C. section 7o03(6)").— _ _ — i “— 

(d) To the extent there a conflict between chapter 3251. arid article, 
article governs. 

Sec. 4. [336.7-104] NEGOTIABLE AND NONNEGOTIABLE DOCUMENT 
OF TITLE. 

§a_) Except as otherwise provided subsection Q a document o_f % 
negotiable terms th_e goods am t_o E delivered 9 bearer o_r t_o £19 order o_f a 
named person. 

1 ' 

£b_) .3 document o_f ti_t_le other than og described subsection @ nonnego- 
tiable. 1_\ o_f lading Qt states _tlLat E goods E: consigned to '51 named person gt 
made negotiable a provision E Ere goods are t_o be delivered only against a_n order 
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in a record signed by the same or another named person. 

(c) A document 9_f nonnegotiable at me time issued, E document 
has a conspicuous legend, however expressed, Lit nonnegotiable. 

Sec. 5. [336.'7-105] ‘REISSUANCE IN ALTERNATIVE‘ MEDIUM. 
(a) Upon request o_f a person entitled under an electronic document o_f title,E 

issuer of th_e electronic document may issue a tangible document of tit_le_: as a substitute 
for the electronic document if: 

(1) the person entitled under the electronic document surrenders control o_f th_e 
document to the issuer; and 

O 

"
' 

(2) th_e tangible document when issued contains a statement that issued 
substitution for the electronic document. 

‘
‘ 

(b) Upon issuance o_f a tangible document of title substitution f_or Q electronic 
document of title accordance with subsectionQ 

(_1) tfi electronic document ceases t_o have ag effect o_r validity; El 
(2) the person that procured issuance of the tangible document warrants to all 

subseE1ent~persons Wtitled under the tanglble—document that the warrantor vEs_a 
person entitled under the electronic Qument when the warEEoi7sun~e11dered coT1t_1'ol 
g th_e electronic docuflent Q th_e issuer.

- 
(Q) Upon request o_f z_1 person entitled under a tangible document o_f title, th_e issuer 

o_f th_e tangible document may issue an electronic document o_f title § at substitute fir 
the tangible document 

(_1_) th_e person entitled under E tangible document surrenders possession o_f th_e 
document to the issuer; and

’ 

Q th_e electronic document when issued contains a statement ga_t issued in 
substitution for the tangible document. 

(ti) Upon issuance o_f Q electronic document of title substitution fig a tangible 
document of title in accordance with subsection (c): 

' " 

(l) the tangible document ceases to have an_y effect o_r validity; aid 

(2) th_e person that procured issuance of the electronic document warrantsito all 
subse—qT1ent persons —entitled under the elect17oni_c document that the warrantor \/E871 
person entitled under the tangible d_cEument when the warra1Er—surrendered pos§:s—- 
gm o_f fie tangible d6c—ument t_o t_lE issuer. 

—— 

Sec. 6. [336.7-106] CONTROL OF ELECTRONIC DOCUMENT OF TITLE. 
Q :3 person has control. of E electronic document of title 3. system employed 

for evidencing the transfer o_f interests tine electronic document reliably establishes 
that person as due person to which the electronic document was issued or transferred. 
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(b) A system satisfies subsection (a), and a person is deemed to have control of 
an electronic document o_f title, if the document created, stored, and assigned such 
a manner that: 

‘ I 

Q a single authoritative copy of th_e document exists which unique, 
identifiable, 31$ except a_s otherwise provided paragraphs E); Q and £§_)_, 
unalterable;

‘ 

" 
(_22 die authoritative copy identifies th_e person asserting control as: Q th_e person 9 which t_lE document was issued; p_r @ EIE authoritative copy indicates th_e document E been transferred, EL 

person t_o which E document was most recently transferred; 
(3) E authoritative copy communicated t_o a_nd' maintained by tfi person 

asserting control g designated custodian; 

Q32" copies pr amendments Lat Q 2* change an identified assignee o_f the 
authoritative copy E be made only with the consent o_f E person asserting control; 

(_52 each copy pf th_e authoiitative copy ::m_d any copy o_f a copy readily 
identifiable a_s a copy t_h_at n_ot th_e_ authoritative copy; £1 

. @ any amendment 9:‘ th_e authoritative copy readily identifiable a_s authoiized

3 
PART 2 

WAREHOUSE RECEIPTS: 
SPECIAL PROVISIONS 

Sec. 7. [33.6.7--201] PERSON THAT MAY ISSUE A WAREHOUSE RE, 
CEIPT; ‘STORAGE UNDER BOND. i 

(a) A warehouse receipt may beiissued by any warehouse. 
(b) If goods, including distilledpspirits and agricultural commodities, are stored 

under—a s_tatute requiiing a ‘bond against witfiawal or a license for the issuance of 
receipts in the nature of warehouse receipts, a receiptissued for th‘e_gcEds is deemed 
to be a warflmse receipt even if issued by a person that is thebwngr of the goods and i_32_9!‘2Va?51F>$e-—‘*"""_—_'_""_"__—__"-"- 

Sec. 8. [336.7-202] FORM OF WAREHOUSE RECEIPT; EFFECT OF 
OMISSION.

. 

fa) A warehouse receipt need n_ot E E particular form. 
Q Unless a warehouse receipt provides for each o_f Q3 following, th_e warehouse 

is liab_le E damages caused t_o a person injured b_y omission: 

_(_12 a statement p_f die location pf th_e warehouse facility where E goods‘ a_re 
stored; » 
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(2) the date of issue of the receipt; 

9) me unique identification code o_f the receipt; 
(4) a statement whether th_e goods received be delivered t_o th_e bearer, to a 

named person, or t_o 2_t named person Q order; 

(5) the rate of storage E handling charges, unless goods E stored under a field 
warehousing arrangement, which case 

_a 
statement g fliat fa_<:t sufficient o_r} a 

nonnegotiable receipt; 

(_62 a description 9f the goods or the packages containing them; 

Q the signature pf me warehouse pr agent; 

(8) E receipt issued fg goods that the warehouse owns, either solely, jointly, 
o_r common with others, a statement p_f the fact pf ma_t ownership; £1 

(9) a statement of the amount of advances made and of liabilities incurred for 
whiclrthe warehouse7lzWns a lien (F security interest,Tle?s the precise amount}->f 
advancgmade or liabilities imcuiiedfltt the time of the iisg of thereceipt, is unknofi 
to the warehouse_or to its agent that issi1eci‘t&c‘eipT,in whi<:—hcase a statement of the 
factthat advances ME been Cm-a-de or liabilities inairred andfiie purpose 6f HE 
advances pr liabilities sufficient. 

(c) A warehouse may insert in its receipt any terms that are not contrary to the 
Unif5iTn_Commercia1 Code and d0_r1~£t impair its—<)b1igation.5f~deli\7_my under sgtfi 
336.7—403 or its d_ut§_I o_f under section 336.7-204. Any contrary provision is 

ineffective.“ 
— ~_ H 

Sec. 9. [336.7-203] LIABILITY FOR NONRECEIPT OR MISDESCRIP- 
TION. 

_A_ party t_o or purchaser fg value good faith 9f 3 document o_f title, other thfl 
2_1 pf lading, that relies upon the description gt: th_e goods fie document may 
recover from th_eYsue1‘ damages aused b_y E nonreceipt E misdescription 9f the 
goods, except t_o th_e extent that: 

(1) th_e document conspicuously indicates the issuer @ not know whether 
all gfiit o_f th_e Bogs fact were received or conform to the desfiption, such as a 
case in which the descripEon?n terms of_ marks or Eba or kind, qufiyfor 
5n~cliti.on, or the_receipt or descr—ipti_on is qual_ified by “contents, c_o_ndition, and qualifi 
unknown,”_“s7\hi t_o contan,” g words_9_f similar import, t_l§ indication—§:tEe_; or 

(_2_2 Ely party o_r purchaser otherwise has notice pi’ E nonreceipt "o_r misdescm'p- 
tion. 

Sec. 10. [336.7-204] DUTY OF CARE; CONTRACTUAL LIIVIITATION A 

WAREHOUSE’S LIABILITY. 
_(a_) A warehouse liable for damages for loss o_f gr injury E th_e goods caused by 

ifi failure to exercise care with regard to the goods £lLt a reasonably careful person 
would exercise under similar circumstances. Unless otherwise agreed, th_e warehouse 
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i_s n_ot liable for damages t_h_§ could n_ot have been avoided Q E exercise o_f £13‘. care. 
(b) Damages may be limited by a term in the warehouse receipt or storage 

agree—m_ent limiting —tl?arE>unt of liabfiity fise_o$ss or damage beyondvvhich the 
warehouse is not Fable. Such—a limitati_orm nofifgctive with respect to he 
warehouse’s_liability for coriversidn to its own u_s-e._‘O_n request of Enailor in a ECCE 
at the time of signing—the storage a reasofible tnirmafif receipt 
o_fE:Eel_1ouse receipt: the warehouse’s liafility ma-y—be increased_c)npE)1' all of 
the—goods covered by theE>rage agreement or thewwariouse receipTIfi1is—e7en_t, 
ii1—creased rates Efifimged E an incr<e—ased valuation of the g-(‘XE Q Reasonable provisions a_s 9 th_e time £1 manner o_f presenting claims El 
commencing actions based‘ on tlg bailment @ E included th_e warehouse receipt 
g storage agreement. 

Sec. 11. [336.7-205] TITLE UNDER WAREHOUSE RECEIPT DEFEATED 
IN CERTAIN CASES. 

A buyer ordinary course of business o_f fungible goods s_old and delivered by a 
warehouse E also th_e business of buying and selling such goods. takes E goods 
flee o_f a_I1X claim under a warehouse receipt even E receipt negotiable ailE 
been <_iy_ly negotiated. V

. 

Sec. 12. [336.7-206] TERMINATION OF STORAGE AT WAREHOUSE’S 
OPTION. 

(a) A warehouse, by giving notice to the person on whose account the goods are 
held Eur any other pfion known to c_1aE an inteEst in the goods;—may requE 
{Wing 3- any charges and removal of HE goods frorn_tl1e warehoT.e at the 
terminationoifie period gfairage fixed tl1ed—o5cKer1t—()?tiHc:_or, if a period_is IE 
fixed, within—aEtted'pe1iod not less than§)Eys after the7vaEo—u_se_g_ives notice.—Ii 
the goods are_nTe1—'noved bc%1‘e*tl1‘e_¢iEe?t)§i~fiei:l.ii1_th—e notice, the wTehouse may 
§@thTnT;3IEsEu: t_o section 336.7"-:—7.10f 

” — H — 
(b) If a warehouse in good‘ faith believes that goods are about to deteriorate or 

dec1irTeTinv_211ue to less tlfiri the amint of its lieTwithin thgtime pefiod provided E 
subsection—(—afin—cl sie_c.t‘i<m?K7-210, the—wE‘elj1se mays—peW in the notice given 
under subseaicma) any reasonable sho—rter time for refival of the—goods and, if the 
goods are not remove}? may sell them at pul‘7h'c:—sza.1—e held not lessfifiafi w'eo‘k_a1E 
a singlatdvertisement orpostTng% 

* : i — : % —_ j- 
(c) If, as a result of a quality or condition of the goods of which the warehouse 

did not];/e_r1otice at tfi: time of dt$osit, the goo—ds—are a hazard to other—1)1'ope1ty, the 
%'eli(_>LiseTt°acilities,—ofi)tlE'_pe1‘sons, the—u/uarehousanay sell tlg goods at public_oi' 
private sale without advertisement or posting on reasorTal:T1eEti—ficati(fio_a1l person_s 
known t—o—c-laim an interest in the goods. If thefivarehouse, after a reasonableeffort, is 
unable Esell l'.l1'?gO0dS, it—mE_dispose offiem in any lawfi inanner and does not 
incur liabihty l_Yreason o_i° Edispositii. 

~_ *_ — _— F- 
(d) A warehouse shall deliver the goods to any person entitled to them under this 

amc1€Iq§m E at @ rig b€f'o?é's_au§ or other disp_osition under t_T§ 
section. « - 
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(_e_) A warehouse m_ay satisfy lie_n from jg proceeds o_f a_ny fie pr disposition 
under section but shall hold the balance for delivery on the demand of any person 
to which the warehouse would liewe been bo—uhd to delix/fer'tlTe goods. 

_ __ 
Sec. 13. [336.7-207] GOODS MUST BE KEPT‘ SEPARATE; FUNGIBLE 

GOODS. 
(a) Unless th_e warehouse receipt provides otherwise, _a 

warehouse shall keep 
separate goods covered by each receipt E Q to permit a_t all times identification _zn1_c_1 
delivery g those goods. However, different lots pf fungible goods may E com- 
mingled. 

(b) If different lots of fungible goods are commingled, the goods are owned in 
comrEn_by the pers0—ns Etitled thereto andfie warehouse is?everal1y l—i§3le to eafl 
owner for_thaFow11er’s share. If, becaus<a—of—c>—ve1'issue, a mass of fungEl_e-go_c)cFi.s 
insufficTntTo meet all the rece_ipts the warehouse has issued ag_ai_nst it, the persons 
entitled inc1udea_ll—haders t_o which?/erissued receipts l_1a_ve hfin _d_uj_neg_otiated. 

Sec. 14. [336.7-208] ALTERED WAREHOUSE RECEIPTS; 
If a blank in a negotiable tangible warehouse receipt has been filled in without 

authority, a gooifaith purchaser for value and without notic—c:_o'fWe lac_l<_of_autho1ity' 
may treat_the insertion as authorifized. Any—other unauthorized_aErEn—leaves any 
tangil3—lt:_or—ehactt'0nic waTehouse receiptewfiorceable against the issuer according «GE; 
original Egon 

— —_ 
Sec. 15. [336.7-209] LIEN OF WAREHOUSE. 
(39 A warehouse has alien against the bailor on the goods covered by a warehouse 

receipt orsto1'age agrearenrr on the pro-ceefithejrebfflin its possessionfif charges for 
storagebr transportation, inc_l1_1di-ng_clem11rrage and terrfin_a1 charges, ins_\1rance, labor‘, 
or otheifcharges, present or future, in relation to7l—1e goods, and for expenses necessary E preservation g the goods or reagmably in<§n‘—ed tlii1§&_p_ursuant to law. If the 
person on whose account thegoods are held is liable for similar charges3r:x—pe_nses 
in r‘e1atiBh to other goods vfienever de—po§ted_and it isTated in the warehaise receipt 
6} storage a_g_reement that a lien is claimed for cTai'ges_and_eYp?r1sg in relation to other 
goods, the warehous%s—o—ha‘s_a lien agzfist the go?s covered nb-y the warehouse 
receipt ofstorage agre—eEen-t—3r_orTthe proceeKthereof in its pos—se:ssi<_3n for those 
char.ges_a_nd expenses, whethe; cfnofthe other goods hgreh-been de1ivered—by the 
warehouse. However, as against ~a‘p7e—r7.s‘oh—to_whi_ch a neg§i§3l_eT\/arehouse recapfis 
duly negotiated, a warehouse’s lien is lirrii-ted to charges in an amount or at a rate 
spe*cified in the v7arehouse receifirjif no chafges are sospeT:if1ed, to a—reasdnable 
charge fofstofiage 9f the specific goo-dsficncwered by tl?r'e_c_eipt subsequent to the date 
o_f tl1_e 1?:-cdeipt. 

— "" ' ” '_ 
(b) A warehouse may also reserve a security interest against the bailor for the 

maximurrf amount spe<§f_ied_o-n_ the receipt for charges other than those specified? 
subsection (a), such as for EoHe"y advanca and interest. Thesecurity interest i_s 

governed 
—~ — ~_ _ 
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(c) A warehouse.’s'lien for charges and expenses under subsection (a) or a security 
interest under subsectionTb3_is also effgtive against any person that s-o_eh-tr—usted the 
bailor with possession of ‘FE goods-that a ‘pledge of thg by the bfofio a good—f21iW. 
purcha?for value wofidiive been—v_alid. Howexgr, the li7a_norsecurit}7i1ite1‘est is not 
effective ag—ainst a person thzfiefore issuance of a docu‘rhe§t_o'f—title had a legal interest 
E 3 perfected security int(?st the goods £—cl_tEa_t did 

notT:———_ 
Q deliver o_r entrust th_e': goods or E document 31% covering E goods to die 

bailor 
Ag 

§1t_=,'bai1or’s’ nominee with: 

@ actual or apparent authority to ship, store, o_r Elli Q power t_o obtain delivery under section 336.7-403; or Q power Q‘ disposition under sections 336.2-403, 336.2A-304(2), 336.2A- 
305(2), 336.9-320, E 336.9-321(c) or other statute o_r 312 of lavfi o_r 

(2) acquiesce in the procurement by the bailor or nominee of any document. 
((1) A warehouse’s lien on household goods for charges and expenses in relation 

to thfioods under subs;cEoF(a) is also effective_against allTrsons if the_depositor 
was—thTqgal_-possessor of th? ,«;B6Efs‘ at the time of dgosit. In this—subsection, 
Zhousaofiwgbods” means_f1EitE'efi'uFnifin§EJr7)ersonal effectsfiused by the 
£13;-@t_°_r i_n 5 d_W‘11i’1E; 

_ _ _ _ 
(e) A warehouse loses its lien on any goods that it voluntarily delivers or 

unjustifiably refuses t_o deliver. 

Sec. 16. [336.7-210] ENFORCEMENT OF WAREHOUSE’S LIEN. 
(a) Except as otherwise provided in subsection (b), a warehouse’s lien may be 

enforc_ed by public or private sale of the_goods, in bulforin packages, atrahytifi-‘.5 
place and—on any tenns that aE:o—rnn'1T:rcially r§1sc>TabF:,—after notifyi1i_g'Wt)_e1'§)r—1s 
known_t—o claifin intere:sfin—the goods. The notification mF‘.include a statement of 
the arnohnt due,Ee nature 6? E13 proposecfiale, and the tifieand place—of any public 
fie. The factt—tliata better pficaould have E51 fia1E(i?y21_s-sale-at_a cfflgnt time 
531» warehouge ism ofitself sufficg 
E6 establish that the sale wasm made in_a c—ommercially r_ea—so_11a_l3le—nE1nner. The 
warehouse sellsiiiacfimerciailly reasonfile manner if the warehouse sells the gofl 
in the usuaffnannerin any recognized -market therefor,_se—lls at the priceWr§1t in that 
marl;-et at the time (Tithe sale, or otherwise sells in <:<)Toi_rnF§rwiE commercially 
reasonal§eEact—ices_anE1,<@1lei*s th_e ty:peT_f fig Egg A sfif _nlc_)rf goods 
than apparently necessary to be offered 9 ensure satisfaction of the obligation not 
commercially reasonable, except cases covered by t_lE preceding sentence. 

Q A warehouse may enforce E ‘Q goods, other than goods stored by a 
merchant die course o_f business, only Q following requirements g satisfied: 

£l_) lg persons known t_o claim a_n interest fie goods must be notified. 
Q Elie notification must include a_n itemized statement of the claim, a description 

of the goods subject to the lien, a demand for payment within :1 specified ‘time n__olt less , 
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than 10 days after receipt of the notification, and a conspicuous statement that unless 
‘iegcfim within t_h?_t?me th_e goods _w_E~E advertised for sale fig b_y 
auction a_t a specified time @ place. 
Q :_I‘_l_1e sale must conform E E terms of die notification. 
Q E gl_e must be _h_el_d it tl_1_e_ nearest suitable place to where th_e_ goods ;ar_e _h§£i_ 

or stored. 
‘

~ 

(5) After the expiration of the time given in the notification, an advertisement of 
the s£{1E nTst l3e_published oEefif\2—t7e:eI< for two weeks consecutivrly in a newspaper 
¥gErfc—i’rc—u_lation where-fie sal—e—i?to_l3e~l_ield. The advertisementifist include a 
description of the goods, the 1511;)? tbliepeifson on whose account the goods are being 
held, and the_tin1e and plag of the—s_ale._The saleTiust take place at_l_east 15 as after 
d1e—fir_sTpul7lim1~tiI)fifTmeTs E 1-15/_spa—peT_<fi Eer173r_a_l—circT1_-L1tion_\>d1_eE~ tl1e—sal?is 
Fbeheld, the adveitisement-‘must E posted a_t l_e_ast 10 51335 before the safe Fndt 
f_e_w_gT£i conspicuous plea; the i1eighborl1oodE‘_f the proposed-£7. 

_ T." 
(c) Before any sale pursuant to this section, any person claiming a right in the 

goods_fnay pg Egzunjunt necess§yT§satisfy g1__e_lien and the reasonablee_xp_e‘n-s_e—s 
inctnfefin complying with this sectiorf In that event:th€E()<3ds may not be sold but 

be 17_etained b_y thewxfirellouse subjea to—th_e terms—o_f t_lE_1'ece_ipt E t:lEi_s__Eiele_. 
(d) A warehouse may buy at any public sale held pursuant to this section. 
(e) A purchaser in good faith of goods sold to enforce a warehouse’s E takes the 

goodsffee pf afl ri—ghts of persais against which E 1_ien was valid, despite the 
warehouse’s noncompliance with this section. . 

(g) E rights provided b_y section fig addition t_o a_l1 other rights allowed 
by law to a creditor against a debtor. 

@ a lien o_n goods stored by a merchant Q, course of business, th_eE E E enforced accordance with subsection §a_) or 

_(i)_ A warehouse liable E damages caused by failure tg comply with the 
requirements fo_r sa_1e under section and, case 9_f willful violation, liableE 
conversion. 

PART 3 

BILLS OF LADING: SPECIAL PROVISIONS 
Sec. 17. [336.7-301] LIABILITY FOR NONRECEIPT OR MISI)ESCRIP- 

TION; “SAID TO CONTAIN”; “SI-IIPPER’S WEIGHT, LOAD, AND COUNT”; 
IMPROPER HANDLING. 

£a_) A consignee o_f E. nonnegotiable o_f lading which h_a_s given value good 
faith, E‘ a holder tg which a negotiable E been duly negotiated, relying upon tlg 
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description of the goods in the bill or upon the date shown in the bill, may recover from 
the issuer _d_a—rn_agesTause? E1c=:n7sd—z1tir?of the _biTl- <-)?_‘ttE1onreceipt—c‘>r 
irnsdfiation of the goods, egepfio the extent tfitfie b_il_1ir§l_icate_s that the issug 
does not know Whaler any part or all otthe goodTnficWvere 1'eceived—c>rT<)nfonn 
fi1eE:sTption, such as-_i1T1_c2Ee317/lE1E§e§:1Ec>n§ in terms o? marks or 
l_abeE or the Ezeipt or d‘escTip_tion is qualified E 
“conterfs or condition of cdntents of packag:unknown7 “said to contfin,” “shipperTs 
weight, 1-011, Ed counT,” Q word?o_f similar import, tl1_at infication is true. 

(1)) If goods are loaded by the issuer of a bill of lading: 

(L) th_e issuer shall count me packages o_f goods shipped packages and 
ascertain the kind and quantity shipped bulk; E! 
9 words, such as “shipper’s weight, load, E1 count,” pr words pf similar‘ import 

indicating that th_e description __V\_/Elf made Ry _tE shipper E ineffective except g £9 
goods concealed packages. 

' S 

'(c) If bulk goods are loaded by a shipper that makes available to the issuer of a 
b_il_l o_7achng7dequate facilities for_\~>veighing thcg goods, the issuer shalTascertain—the 
kind and quantity within a reasonable time after receiving—the shippefi request ina 

cTs?ni—1a"x_irHpHt_arE 
ineffective?‘ 

_‘ _ T‘ 
- 

H ‘T 
’

- 
g_) E issuer o_f a pf lading, b_y including th_e fire words “shipper’s 

weight, load, and count," o_r words o_f similar import, may indicate Lit Ee goods were 
loaded t_l_1E shipper, aLd, E statement true, th_e issuer np_t liable E35 damages 
c_aused lly me improper loading. However, omission pf such words does n_ot imply 
liability fir damages caused Q improper loading. 

(e) A shipper guarantees to an issuer the accuracy at the time of shipment of the 
descifiidn, marks, labels, nuIrTbeT, kind, qantity, condihohfandwvaght, as furrFsh—e.d 
by the shipper, and the shipper shall indemnify the issuer aggst damage_caused by 
Eiairacies in %sa3articulars.—Tl_1is right of ifiemnity does not limit the issuerTs 
responsibilityflpr liability under £1_e—c3nfi:t §' carriage t<_)_i}71;s(F)_ther_gz£ the 
shipper. ‘ 

Sec. 18. [336.7-302] THROUGH BILLS OF LADING AND SIMILAR 
DOCUMENTS OF TITLE. 

(a) The issuer of a through bill of lading, or other document of title embodying an 
undertakfito be performed in [Etby a perscm acting as its age1F5r—by a pe11’ormin—g 
carrier, is liafie_to any persoifexmefid recover on theT)ill—or—cWer_do_cuinent for any 
breach by the otfiar-Eerson or the perfggming ca1r—ier—oT i—ts_oFli%n under thefilfir 
other daument. However,ToThe extent that the bill 6? other document covers an 
undertaking to E pe1‘formed_o\Ie—rseas _o_r terr~1't—ory—n_ot_contiguo_us to die continent? 
United States or an undertaking including matters other than transportation, 
liability £0_r breach__g th_e other person o_r E performing carrier E E varied b_y 
agreement E parties. . . 
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(b) If goods covered by a through bill of lading or other document of title 
embddyin_g tolaeflperformedmpzft by a personbther than the issuerfi 
received by~that person, tlE Earson is subj_ect,—ith respect {cm Ti/r1—13erfE2-urge 
while theugoocls are in itspossession, to the obligation of theissuer-The person’s 
obligatoii i_s—dE‘cllai'~ge-cl W delivery of HE Eds to anotherpason pursua_nt—to the bill 
g other document and d_o__e_s_ n_o_t includehability §_o_r breach b_y any other person§rb'—y 
the issuer. 

(c) The issuer of a through bill of lading or other document of title described in 
subsecticfia) is ent_itled to recoi/_efir-fiom the _p_erforming carrier,_c>17otl1er person 5 
possession o_f die goods v\_/hen the breachof the obligation under—the bill or other 

(_1_2 t_h_e amount may be required t_o Ely t_o any person entitled t_o recover gE 
lfl pr other document fpr fie breach, as may be evidenced Q fly receipt, judgment, 
E transcript pf judgment; mid 
Q t_he amount o_f eur1_y expense reasonably incurred issuer defending any 

action commenced by afl person entitled to recover on the g other documentE 
die breach. 

Sec. 19. [336.7-303] DIVERSION; RECONSIGNMENT; CHANGE OF 
INSTRUCTIONS. 

Q2 Unless th_e pf lading otherwise provides, a carrier may deliver th_e goods 
t_o a person or destination other than E stated E Q may otherwise dispose o_f 
me goods, without liability fin‘ misdelivery, Q instructions from: 
Q @ holder o_f E negotiable 
_(_2_Z E consignor E ii nonnegotiable even th_e consignee ha_s given contrary 

instructions; 

Q_)_ fie consignee _cm _a nonnegotiable absence o_f contrary instructions 
from consignor, the goods have arrived at the billed destination E th_e 
consignee possession 9_f th_e tangible E control 9_f E electronic bill; g 
Q Hi consignee _o_n a nonnegotiable t_h_e consignee entitled a_s against Q. 

consignor t_o dispose pf goods. 

Q32 Unless instructions described subsection _(a2 £63 included a negotiable 
o_f lading, _a person t_o which duly negotiated may hold the bailee according 
to die original terms. 

Sec. 20. [336.7-304] TANGIBLE BILLS OF LADING IN A SET. 
gal Except as customary international transportation, a tangible if lading 

may not Q issued a_1 _s_e_t 9: parts. E issuer liable fg damages caused by violation 
o_f subsection. 

(b) If a tangible bill of lading is lawfully issued 3 it o_f parts, each o_f which 
contains an identificatidii code and expressed to be valid only E goods have 1_1_o_t 
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been delivered against any other part,vthe whole of the parts constitutes one bill. 

(c) If .a tangible negotiable bill of lading is lawfully issued in a set of parts and 
different-paflrts are negotiated to cfifegnt persons, the title of thebholde—rto\/Vl_1‘_ia1E 
first due negoti.Tion is made prevails as to both tlKdoc—um_ent-of tide and the gooTls %1ifany later holde—r mayliave receigdflth-e_goods from the carrier in Edfiith and 
fic_liarge_c1—Ecarrier’sWifin by suirefidering 

_ 1— 
£12 person @ negotiates g transfers a single part of 2_1 tangible Q” lading 

iS_S‘£‘1i_“ELe‘i§E€‘P_l‘E£9fl*E2fE1i‘_1&‘Ei_1°i?Ke£EE’£1E@fl. 
(e) The bailee shall deliverin accordance with Part 4 against the first presented‘ E 6_'f'§T5ngib1e pl o_f1ading_lawfully issued E?§§5 De1ive1?i_f3T@ manner 

discharges E bailee’s obligation E fie whole 
' 

Sec. 21'. [336.7-305] DESTINATION BILLS. 
Q Instead o_f issuing a o_f lading Q th_e consignor at the place 9_f shipment, a 

carrier, at the request o_f E consignor, may procure the Q E issued at destination E at E other place designated th_e request. 

(b) Upon request of any person entitled as against a carrier to control the goods 
while—in transit and on~s‘u1_1€nder' of possession or contr_ol of any_outstandin_g_ bill of 
ladingor other re—c_eipfi:ove1ing the—goods, the iss1Er, subject?) segtion 336.7-1O5,—1n2§ 
p1;ocure—a substitute to Q igsued at aifilace designatedin @ request. Z 

Sec. 22. [336.7-306]" ALTERED BILLS OF LADING. 
An unauthorized alteration or filling in of a blank a o_f lading leavesE 

enforc—cea1b1e according t_o orig-i_nal tenor. 

Sec. 23. [336.7-307] LIEN OF CARRIER. ‘ 

(a) A carrier has a lien on the goods covered by a bill of lading or on the proceeds 
thereo-Finits possessiormrclidrges after the date—o-f—th-e~c;rier"s receiypt offlthe goods 
for sto12?ge— or transportfion, includhig Enitfiage "afid terminal char§:_s,—zind for 
Tpenses necgssary for preservation of the goods incfient to their transportati—onE 
reasonably incu1redi—ntheir sale purfiafito law. Howeverfaga-_inst a purchaser £3; 
value o_f a negotiable—bilT>f‘ lading, a can*ier—’s_li—c-h is limited to charges stated in t_h—e Q E‘ @ applicable on n_o—cha1‘ges araated, a reasonable char4¢;_e.— 

— —— 
(b) A lien for charges and expenses under subsection (a) on goods that the carrier 

was requirefinyfiaw to recgve for transportation is effectifi a_gainst thedofignor or 5 person enEled_t—o—the goods-unless the carrier had notice that the c_o1_1signor lacke—d 
fithority to subject_Ihe_goods to thosce—charges an—dexpenses._A—ny other lien under 
subsection_(a) is effec_tive against the consignorxd. any perscmhat pennTued the 
bailor t_o hav—econtrol gr possession? Q13 goods» ufs@ carrier lEnotice that the 
bailor lacked authority. 

1 1 _— 
Q A carrier loses lifl Q fly goods git voluntarily delivers g unjustifiably 

refuses t_o deliver. 
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- Sec. 24. [336.7-308] ENFORCEMENT OF CARRIER’S LIEN. I 

(a) A carrier’s lien on goods may be enforced by public or private sale of the 
goodfiif bulk or aE1y_time or p155; and of any termsfiia? ‘EYE 
commei7c?iallyTea§or1able, after notififyinn-gq all—personH(n3w~1IfoI:Iai_1h_anfiares_t—i__n E13 
goods. The notification mrlfinclude a sta_tement o_f the amoiint due, the nature of F? 
proposedsale, and the time and place of a_n_y_ pub1ic~sale. E fact_~tlEt—a better~pg_c_e 
could 11avc?13E‘efi13tEEeEB§/ $5313-at-é ch-fferent Ema metfi di—‘ffe17e1Tt-f—1'—o—m Lat 
_s.~ele_<:t(§1“b—y~the—ca1*rier is LFtbHTseE sufficient tg establiwsh that the sale was Ernade 
in a conE1eTially 1'easonabl_e—manne1'. The carrier sells fi)cFin_—a_ co_n11nei'cially 
r~easonab1e manner if the carrier sells the gbbds in the usual manner_in—any recognized 
market therefor, s_eEs_—at the pric—e—cuEent th—2It—n_1arket at the tin} ?the sari or 
otherwise sells in confdrnfity vmacolnmerciaiifieasonab1e13r2E£i&2im”6nTg71ea1ersE 
the type ofiods sold. A saleflofq more goods than apparently necessary to be offera 
to~e1?1re—s‘atis—1’a‘ctibi1_o‘f.tl1e-oblfgatioii is not cdmTne1'cia1ly reasonable, exc—ef>Tin cases 
covered by Q1 prececfnfientence. 

— —‘ - 

(b) Before any sale pursuant to this section, any person claiming me 
goodfinay pay fiamount necessa_fy~t<?satisfy the lien and the reasona_ble expenses 
incui‘1'edin E6f11§1§ing with this sectiorr In that flntfihfixfis may not be sold but @ If Etaiimed 91 :h_e€zEi€g‘subject t9I_he_t—fl g @‘@3_fia'cTiEg §_?1r_“hi_s_‘aYEicTc?. 

(c) A carrier may buy at any public sale pursuant to this section. 
Q A purchaser good faith o_f goods sold lg enforce a ‘carrier’s li_e_n takes t_hE 

goods free pf arfi rights of persons against which _tli_e_ li_e_n _v<Le§ valid; despite E 
carrler’s noncompliance with section. 

0:) A carrier E satisfy from t_he proceeds g gry % pursuant to 
section E shall hold the balance, 531135 for delivery Q demand t_o any person t_o 
which the carrier would have been bound to deliver the goods. .

- 

Q [lg rights provided lg section Q i_n addition Q a_l1 otherrights allowed 
by law to a creditor against a debtor. 

g) A carrier’s lie_n E E enforced pursuant to either subsection gal 93 t_h§ 
procedure set forth section 336.7-210(b). 

Q A carrier liable fo_r damages caused failure to comply with 't_lE. 
requirements Q sfi under section and, case _of willful violation, is liable fir 
conversion. 

Sec. 25. [336.7-309] DUTY ‘OF CARE; CONTRACTUAL LIMITATION OF 
CARRIER’S LIABILITY. ’ ‘ 

gal A carrier issues a pf lading, whether negotiable E nonnegotiable, shall 
exercise th_e degree pf care relation to t_'l_1_e goods which a reasonably careful person 
would exercise under similar circumstances. This subsection does not affect any‘ 

statute, regulation, gr _0_f law that imposes liability upon :1 common canier?_r 
damages E caused by negligence.

I 
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(b) Damages may be limited by a term in the bill of ‘lading or in a transportation 
agree?fent that th_e”T1-Tel-’s 1iabify’nE;EtEuEd—a value Eiaiéci in the bill or 
t1‘anspoitation— agreement if the carrierTrEs are dep_e1icIcE 1_1pTn valtie—arI<Tthe 
consignor is afforded an oppaunity to defie aliigher value flthFt)11sig—nor_is 
advised ofE1_e opportun_ity. However, such a limitation is not effec.-ti_veTvith respect :3 E can‘i§’s liability gr conversion t_o—£s~o‘v;n g’ ‘I — —_ T- 

(_c) Reasonable provisions as t_o Elie time arid manner o_f presenting claims and 
commencing actions based Q the shipment may E included _a_. 

pl’ lading o_r a 
transportation agreement. 

PART 4 

WAREHOUSE RECEIPTS AND BILLS OF LADING: 
GENERAL OBLIGATIONS 

Sec. 26. [336.7-401*] IRREGULARITIES IN ISSUE OF RECEIPT OR BILL 
OR CONDUCT OF ISSUER. ' 

E obligations imposed by article o_n E issuer apply 9 a document o_f@ 
evenif: 

(1) the document does not comply with the requirements of this article or of any 
other statute, rule, pr regulation regarding issuance, form, o_r content; 

9 go issuer violated laws regulating Ere conduct p_f business; 

Q th_e goods covered b_y EIE document were owned by the bailee when th_e 
document was issued; _or 

(_42 me person issuing die document n_ot a warehouse th_e document purports 
to be a warehouse receipt. 

Sec. 27. [336.7-402] DUPLICATE DOCUMENT OF TITLE;_ OVERISSUE. 
A duplicate or any other document of title purporting to cover goods already 

represented by an_ou@nding document o~f—the—s_ame issuer do—es not confer any right 
in ‘the goodsfexeept as provided in the case cftangible bills <flad-iiig in a set—o—fpF, 
5/assue of docume_nts for fungE)le—gWls,—substitutcsfij Est, stole—r1',—or_-des.troyed 
documents? or substitute c_l;c_uments issued pursuant to sect-Torm6..7-105. The issuer is 
liable for damages caused by its oveiissue or failurewto identify a duplicaalocumefi 
by 5 cohspicuous notation._ 

_ _ _ _ 

Sec. 28. [336.7-403] OBLIGATION OF BAILEE TO DELIVER; EXCUSE. 
(_al A bailee shall deliver E goods t9 3 person entitled under 3. document o_f tii 

if the person complies with subsections @ and (c_), unless E t_o th_e extent Eat the 
bailee establishes any of the following:

I 

Q delivery o_f Elm goods t_o a person whose receipt @.ri,g'htful as against me 
claimant; 
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Q damage t3 <_)r delay, loss, gr destruction of the goods for which gig bailee n_ot 

liable; 

C5_) previous fle or other disposition o_f E goods lawful enforcement 9f 3@ 
or on a warehouse’s lawful termination of storage; 

Q th_e exercise by a seller ff right t_o stop delivery pursuant t_o section" 

336.2-705 gr by a lessor of right “t_o s_top delivery pursuant t_o section 336.2A—526; 

(2)_ _a diversion, reconsignment, or other disposition pursuant t_o section 3367-303; 

(_6_)_ release, satisfaction, or §n_y other personal defense against the claimant; o_r 

(7) any other lawful excuse. 

gal _A_ person claiming goods covered Q a document of tifi shall satisfy @ 
bai1ee’s lifl die bailee so requests or the bailee prohibited by law from 
delivering t_h_e goods until tlie charges E paid. ~ 

(_c2 Unless e_1 person claiming tlg goods a person against which th_e document of @ does _1£t confer a right under section 336.7-503(a): 
Q the person claiming under a document shall surrender possession E control c_)f E outstanding negotiable document covering me goods £o_r cancellation _o_r indication 

o_f partial deliveries;E 
_(_22 th_e bailee shall cancel the document g conspicuously indicate Q, 

document th_e partial delivery o_r _t_l_lE bailee liable t_o any person to which E 
document @ negotiated. 

Sec. 29. [336.7-404] NO LIABILITY FOR GOOD-FAITH DELIVERY 
PURSUANT TO DOCUMENT OF TITLE. 

A bailee E good faith h_as received goods 5131 delivered pr otherwise disposed 
gf t_hE goods according Q E terms o_f a document o_f @ g pursuant t_o article 

not liable for the goods even if: 

Q) the person from which th_e bailee received th_e goods _no_t have authority t_o_ 
procure the document o_r t_o dispose o_f die goods; g 

Q._) the person t_o which E bailee delivered the goods _n_o_t have authority t_o 
receive th_e goods. 

PART 5 

WAREHOUSE RECEIPTS AND BILLS OF LADING: 
NEGOTIATION AND TRANSFER 

Sec. 30. [336.7-501] FORM OF NEGOTIATION AND REQUIREMENTS 
OF DUE NEGOTIATION. 

_(_a2 The following rules apply t_o '51 negotiable tangible document of title: 
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(1-) «If the c_Iocument’s original terms run to the order of a named person, the 
docunEnt—is—negotiated by the namc=,<TrsT’s_inTrs%1eI_1t—and delivery. After RE 
named per§on’s indorserfenfin blank or to bearer, any person may negotiate EH6 
document b_y delivery alone. 

_' — _ 
~ 

__ 
~ 

‘ 
T — 

(2) If the document’s original terms E to bearer, is negotiated lg delivery 
alone. 

Q fie document’s original terms E to go order o_f 2_1 named person and 
delivered to the named person, th_e effect _tE same g th_e document hid been 
negotiated.» - 

(4) Negotiation of the document after it has been indorsed to a named person 
requires indorsement Q 213 named person afll delivery. 

- (5) A document -is duly negotiated if it is negotiated in the manner stated in this 
subsec—_ti(;1 to a h0lder—tl'Fpurchases itinfgood faith, witfiofinotice ofaWde_feFse 
against or claim to it ome part of any person, and for value, unless it_is_established 
that the_negTa1ti3n_iG<)t—inTeEe,<;1_1l—ar course-offlbusiness o_r‘financi_ng_ or involves 
Feifiig th_e docume_n@ Etfiment or payrn'ent~of a monetary obligatioif

‘ 

Q E following rules apply t_o ai negotiable electronic document g title: 
Q E th_e document’s original terms E t_o E order of a named person Q‘ t_o 

bearer, t11_e document negotiated by delivery pf £h_e document t_o another person. 
Indorsement b_y the ‘named person not required t_o negotiate E document. 

(_2) if the document’s original terms ru_n t_o E order g a named person aid fie 
named person E control of £l_1E document, the effect me same as the document 
hil been negotiated.

' 

(3) A document is duly negotiated if it is negotiated in the manner stated in this 
subsefiorx to a h'olde1Tthat—purchases it~in_g—ood faith, Wi‘thout_notice ofgywdgehg 
against or claim to it orme partof anyfierson, and for value, unless it_isT.stablished 
that the_neEEtion—ifioTin*tl1—eEHar courseof'b—u_siness or financing or involves 
H<in—g~delivery g th_e (fil1I—I'1CT1l1_ settlement orpayment of; monetary obligation. 

§:_) Indorsement o_f a nonnegotiable document g % neither makes negotiable E adds. t_o fie transferee’s rights. 
(d) The naming in a negotiable bill of lading of a person to be notified of the 

Sec. 31. [336.7-502] RIGHTS ACQUIRED BY DUE NEGOTIATION. 
Q Subject t_o sections 336.7-205 336.7—503, a holder 9 which a negotiable 

document g _tit_le has been % negotiated acquires thereby: 
(1) title to the document; 
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(3) pg rights accruing under pf agency gr estoppel, including rights t_o 

goodgs-‘delivered t_o fie bailee after the document Les issued; girl 
(4) the direct obligation of the issuer to hold or deliver the goods according to the 

terms~o_fWe~do'cu1nent free o'r“aB?cEfeFéE"o1-”c17;iTn by the those a1Tsi11—g 

Fer thet_e_rms of the docum"ent—c>r under this‘-_artic1e,'l)T1t_i_r1‘t11e case of a delivery order, 
the bailafs obligttioii accrues only upon_the bailee’s~_z17:<:—e-;fzu1ae_of_the deliveiybfizr @ £l'_1E obligation acquired lfl holdWi_s that th_e ifle_r Li‘ Si indorser 
procure lg acceptance pf die bailee. 

Q Subject t_o_ section 336.7-503, ti_tle_ E rights acquired by d_ue negotiation age 
_n_ot defeated by _:m_y stoppage <_)_f the goods represented by the document o_f pr l_)_3_' 
surrender of the goods by E bailee and are nit impaired even 

_(_1_2 
the due negotiation gr any prior negotiation constituted a breach of duty; 

Q» Ey person has been deprived o_f possession o_f 3 negotiable tangible document 
9_r_' control pf a negotiable electronic document by misrepresentation, fraud, accident, 
mistake, duress, loss, theft, g conversion; pr 

. Q 3. previous s_a_le o_r other transfer o_f the goods E document has been made to 
gthird person. 

Sec. 32. [336.7-503] DOCUMENT OF TITLE TO GOODS DEFEATED IN 
CERTAIN CASES. ‘ 

(_a2 .5 document pf title confers no right goods against a person that before 
issuance o_f E document 3 legal interest _c_>_1: a perfected security interest th_e 

_.__=‘3°°dS 3133 that $12 “L” 

(1_) deliver Q entrust t_h_e goods pr any document of title covering E goods t_oE 
bailor or t_l_1e>bailor’s nominee with: 

(A) actual or apparent authority to ship, store, or sell; 

Q_3_) power t_o obtain delivery under section 336.7—403; o_r 

Q power pf disposition under section 336.2-403, 336.2A-304(2), 336.2A- 
305(2), 336.9~320, gr 336.9-321(c) SE other statute E‘ El; of or 

Q_)_ acquiesce E procurement by me bailor g nominee pf _an_y document. 

£132 Title to goods based upon an unaccepted delivery order is subject to the rights 
o_f E pers;n—to which a negotiable warehouse receipt or bill (F lading c_<§ve—ring the 
goods has been_duly negotiated. That title may be defeata Eta? section 335.7-50476 
the 

sar'r1_e—e—)(-te—nt_a_s—E rights _o_1"E—l_1__e_is_s1-1-e1‘EaEansferee from tlg issuer. 
—-' 

(c) Title _tg g9_<§l_s _b_a_sEi upon a bill of lading issued to‘a freight forwarder is 
subje—ct‘to_t_l1-_e rights o_i'z1r1_y persE)—r1_to vvhfi £5111 issued by thefireight forwarder is duly 
negotiated. However, delivery WE ca1'1ie-1‘FaccordaE:e_\>~vith Part 4 pursuan?to—its 
pwn pf lading discharges E carrier’s obTigation t_o delive_n _— T t T“ 

New language is indicated by underline, deletions by strileeeut:

Copyright © 2004 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



Ch. 162, Art. 4 LAWS of MINNESOTA for 2004 164 

Sec. 33. [336.7-504] RIGHTS ACQUIRED IN ABSENCE OF DUE NEGO- 
TIATION; EFFECT OF DIVERSION; STOPPAGE OF DELIVERY. 
Q A transferee o_f a document o_f title, whether negotiable or nonnegotiable, 2 

which the document has been delivered but not duly negotiated, acquires the title and 
rights tg transferor ha_d o_r Ed actual authority to convey. 
Q In me case o_f ‘:1 transfer <_)_f2_1 nonnegotiable document of title, until _bt_1_t not after E bailee receives notice g th_e transfer, l;h_e rights o_f tl1_e transferee may be defeated: 
£1_)_ E those creditors 9_f me transferor which could treat E transfer g T under 

section 3362-402 E 336.2A_-308; 
Q by a buyer from tli_e transferor ordinary course o_f business th_e bailee h§ 

delivered th_e goods t_o tl1_e buyer or received notification g 913 buyer’s rights; 
Q) by a lessee from the transferor ordinary course o_f business E bailee hfi 

delivered Q13 goods Q the lessee o_r received notification of me lessee’s. rights; o_r 
EL § against th_e bailee, Q good~faith dealings o_f E bailee E transferor. 
(c) A diversion or other change of shipping instructions by the consignor in a 

nonnegoaable bill ofTading which cages the bailee not to deh'_\/e?'t_he goods to_the 
consignee defefitfie consignee’s title to the—goods iffi: goods have—l3een deIi_\7er_ed 
to a buyer in ordinzgy course of busF=,ss—()r?less__eeirI—o1—‘d~infi)LEe—of—l).u_siness and, 
E any eveFt, defeats E con§gnee’s n'gEs—against_t_h_e bailee. ‘ ‘- 

(d) Delivery of the goods pursuant to a nonnegotiable document of title may be ' 

stopped by a sell; IE6!‘ section 336.2—_’7(I5 or a lessor under section_3§—6—.2A~52—6: 
subject tahe requirements of due notification—inIhose sections. bailee that honors 
the selleT’s3r lessor’s instmaiE is entitled tobe indemnified by the sellaar lessor 
a—g21inst anyTesu,lting loss or expense. 

‘ — _ t _ 
Sec. 34. [336.7-505] INDORSER NOT GUARANTOR FOR OTHER PAR- 

TIES. 

fie indorsement o_f a tangible document o_f _tit_l_e issued Q a bailee does p_o_t make 
th_e indorser liable E E default Q th_e bailee or previous indorsers. ' 

Sec. 35. [336.7-506] DELIVERY VVITHOUT INDORSEMENT: RIGHT TO 
COMPEL INDORSEMENT. 

The transferee o_f a negotiable tangible document of title E 3 specifically 
enforceable right to have transferor supply any necessary indorsement, _t_lE 

transfer becomes 2_1 negotiation only _a_s of Q3 time E indorsement supplied. 

Sec. 36. [336.7-507] WARRANTIES ON NEGOTIATION OR DELIVERY 
OF DOCUMENT OF TITLE. 

If a person negotiates or delivers a document of title for value, otherwise than as 
a mere Intermediary under section 336I7-508, unless otherrxfise agreed", the tran_sFroT,. 
in addition to‘ any wa1ranty'made in selling or leasing the goods, w_ar_rants to its 

Enmediate pdrchger E _ — — — _‘ 
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(1) the document is genuine; 

document’s validity or worth; and 

Q) the negotiation or delivery rightful and fully effective with respect t_o t_l§ 
title to thgdocument and the goods it represents. 

Sec. 37. [336.7-508] WARRANTIES OF COLLECTING BANK AS TO 
DOCUMENTS OF TITLE. 

A collecting bank or other intermediary known to be entrusted with documents of 
title 5?: behalf of a—no_ther or with collection of a c_lra_f_t 6? other claim-against deliveiy 
(—)I"_do?uments \7arrants by_tl1e7i-elivery of th;docu1nenTs 6¥1FiEW_n good faith and 
Eithority even if the collecting bank 0? (Flier i11termediai3I_h§ purclgl Ffmfi 
advances against cgim g to he collected. 

I‘ T 
Sec. 38. [336.7-509] ADEQUATE COMPLIANCE WITH COMMERCIAL 

CONTRACT. 
Whether a document of title is adequate t_o fulfill Q obligations o_f a contract for 
3 contract E lease, or me conditions of 3 letter o_f credit determined by article 

1. 

PART 6 

WAREHOUSE RECEIPTS AND BILLS OF LADING: 
MISCELLANEOUS PROVISIONS 

Sec. 39. [336.7-601] LOST, STOLEN, OR DESTROYED DOCUMENTS OF 
TITLE. 

(21) E a document of title is lost, stolen, or destroyed, a court may order delivery 
of tl1_e_tgoo(Is or issuance_of.§~s%s_ti_t-Lite document and the bailee mg?/ithout liability 5 sag person_comply mg order. If the docume—r1t_\v—z1s negotia—b—le, a court may not 
Srder delivery of the goods or issuancgofi substitute c$1ment withou_t the claiTn‘21nfi 
posting security unless it finds that afiuperson that may suffer loss Ea result of 
nonsurrender of possessi3n_o_Fofil3f—the docurH<e_nti_s‘a§l(§E1Ti_21-telfi)roEcte<ifg,e1inst 
the loi If the_document was nonnegotial3Ie, the court may require security. The court fly also-_oW~:r payment_oT_tl1e bailee’s reasonable cast? and attorney’s femn any 
E)1Ffler subsecti(§i.__ 

I“. —— _1 
(b) A bailee tl_1_a_tl Without a court order, delivers goods to a person claiming under 

a misjig negotiable documenfit of title is liable to any person injured thereby. If the 
delivery 1_1_c§ good faith, the bailee liable f_o1_* conversion. Delivery in good faith 
is n_ot conversion if 313 claimant posts security with the bailee in an amgunt at le—as-t 
double the value of the goods at the time of posfi tgindemnify any person EIJE 
by the de_li\Wwh‘i<:h~files a n3tEE Sfclair-n within one year afterfi delivery. 

Sec. 40. [336.7-602] JUDICIAL PROCESS AGAINST GOODS COVERED 
BY NEGOTIABLE DOCUMENT OF TITLE. ‘ 
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Unless a document of title was originally issued upon delivery of the goods by a 
person that did not h_a\/_e—p:ofi misposeof them, alien does not attach by virtugol‘ 
any judfial-_pflrcEss to goods 13 the poss$sim>f_tiW1iEe_f5r.~w_lfi‘a._11egWabE 
fiument of title is ofismfifiss possession—0r_contr0l cfthe docurnenti-is first 
surrendere(Ttot~Tre bailee or the document’s negotiatibn is enjoin_ezi.—'I‘he .bailee maym 
be compellecl_to_cTeliver the finds pursuant to process until possessiaor controrffi 
dacument st-§renderec@ the bailee or IZOEIC court. mrchasei‘ of tl'E document5 
value without notice of theprocess orihjiirigtion taltes free of tgfin imposed B; 
judicial process. 

_ — _ ‘g g m_ __ —— 

sec. 41. [336.7-603] CONFLICTING CLAIMS; lNTER_l’LEADER. ‘ 

If more than one person claims title to or possession of the goods, the bailee is 
excus_edE>_r-rifivgy until the bailee% ajregsonable time?) Ezertain th_e_validity (E 
the adverfiflaims or to?;m—n_1ence an 363611 for interpl%:r._The baileefily‘ assertE 
iTterpleader either i_ndefending an action §g‘n—ondeliveiy o_f Egoods EB origin—al 
action. 

PART 7 

MISCELLANEOUS PROVISIONS 
Sec. 42. EFFECTIVE DATE. 
1115. E fl<§ fit 2 P;“g_“£ L 39% 
Sec. 43. REPEALER. ' 

Minnesota Statutes 2002, sections 336.7-lO~l, 336.7-102, 336.7-103, 336.7—l04, 
336.7—105, 3367-201, 3363-202, 336.7-203, 336.7-204, 336.—7—205, 336.7-206, 336.7- 
207, 3367-208, 3367-209, 336.7~210, 336.7-301, 336.7—302, 336.7—303, 336.7-304, 
336.7~305, 336.7-306, 336.7-307, 336.7-308, 336.7-309, 336.7-401, 336.7-402, 336.7- 
403, 3367-404, 336.7-501, 336.7~502, 336.7603, 336.7-504, 336.7-505, 3367-506, 
3357-507, 3367-508, 3367-509, 3367-601, 336.7-602, 336.7—603, and 336.10-104, E repealed. ' 

’ 
4 

_~
' 

Sec. 44. [336,7-703] APPLICABILITY. 
Lhis a_c_t applies to a document of title that is issued or a bailment that arises on 

or after th_e effective d_at§__o_f gt. 'I—'—l1i”s'—_a_ct-d'o_es— not apply_to a documemf_t1"t'le—tlE 
or a bailment that arises tare tl1eRffeTtiWda.t—e—6f act everffi 

documentbf title or bailrrfit would be subje—ct to this actTth<a_documEt31°_t—itl:e_ l“rzi—d 
been issued or bailment had arisen on or after the effective date of this act. This act 
does git appUt_o a right gfiction th_¥_hE accruafbefore fie effecEv%1t-e—9_f E 

Sec. 45. [336.7-704] SAVINGS CLAUSE. 
é document o_f title issued 93 a bailment fliat arises before [lg effective % o_f 

a_ct E fig rights, obligations, and interests flowing from tl_1a_t document or bailment E governed by any statute or other rule amended or repealed Q a_c_t as 
. amendment orfipal had n_0_t;.o_ccu1red an_d may E terI_ninated, completed, consum~ 
mated, or en—f?)rced unbér that statute or other rule. 
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ARTICLE 5 

UNIFORM COMMERCIAL CODE 
CONFORMING CHANGES 

Section 1. Minnesota Statutes 2002, section 3362-103, 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. 

(c) “Receipt” 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 3362-106. 

“Contract for sale,” section 336.2-106. 

“Cover,” section 336.2-712. 

“Bntialsting,” section 336.2-403. ' 

“Financing agency,” section 336.2-104. 

“Future goods,” section 336.2—lO5.. 

“Goods,” section 336.2-105. 

“Identification,” section 336.2-501. 
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“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 336.2-1306. 

“Sale on approval,” section 336.2-326. 

“Sale or return,” section 336.2-326. 

“Termination,” section 3362-106. 

(3) “Control” as provided section 336.7-106 E 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 336.9-102. 
“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. 2. Minnesota Statutes 2002, section 336.2-104, is amended to read: 

336.2-104 DEFINITIONS: “MERCHANT”; “BETWEEN MERCHANTS”; 
“FINANCING AGENCY”. 

(1) “Merchant” means a person who deals in goods of the kind or otherwise by 
occupation holds out as having knowledge or skill peculiar to the practices or goods 
involved in the transaction or to whom such knowledge or skill may be attributed by 
employment of an agent or broker or other intermediary who by occupation holds out 
as having such knowledge or skill. 

(2) “Financing agency” means a bank, finance company or other person who in 
the ordinary course of business makes advances against goods or documents of title or 
who by arrangement with either the seller or the buyer intervenes in ordinary course 
to make or collect payment due or claimed under the contract for sale, as by purchasing 
or paying the seller’s draft or making advances against it or by merely taking it for 
collection whether or not documents of title accompany pr are associated the 
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draft. “Financing agency” includes also a bank or other person who similarly 
intervenes between persons who are in the position of seller and buyer in respect to the 
goods (section 3362-707). 

(3) “Between merchants” means in any transaction with respect to which both 
parties are chargeable with the knowledge or skill of merchants. 

Sec. 3. Minnesota Statutes 2002, section 336.2—310, is amended to read: 

336.2-310 OPEN TIME FOR PAYMENT OR RUNNING OF CREDIT; 
AUTHORITY TO SHIP UNDER RESERVATION. ' 

Unless otherwise agreed 

(a) payment is due at the time and place at which the buyer is to receive the goods 
even though the place of shipment is the place of delivery; and 

(b) if the seller is authorized to send the goods the seller may ship them under 
reservation, and may tender the documents of title, but the buyer may inspect the goods 
after their arrival before payment is due unless such inspection is inconsistent with the 
terms of the contract (section 3362-513); and 

(c) if delivery is authorized and made by way of documents of title otherwise than 
by subsection (b) then payment is due regardless of where the goods are to be received 
9 at the time and place at which the buyer is_to 1'eceiWcl,eW1'y—<)I_tl~1-e tangible 
documents regardless efi where the goods are to be received or (ii) at the_t—ime the buyer 
is to receive delivery of the electronic documents and at the_scW=,r_’sEamf—bT1siness 
31'? none, the seller’s~res~i_dence; and 

(d) where the seller is required or authorized to ship the goods on credit the credit 
period runs from the time of shipment but postdating the invoice or delaying its 

dispatch will correspondingly delay the starting of the credit period. 

Sec. 4. Minnesota Statutes 2002, section 336.2-323, is amended to read: 

336.2-323 FORM OF BILL OF LADING REQUIRED IN OVERSEAS 
SHIPMENT; “OVERSEAS”. 

(1) Where the contract contemplates overseas shipment and contains a term C.I.F. 
or C.& F. or F.O.B. vessel, the seller unless otherwise agreed must obtain a negotiable 
bill of lading stating that the goods have been loaded on board or, in the case of a term 
C.I.F. or C.& F., received for shipment. 

(2) Wherein a case within subsection (1) a tangible bill of lading has been issued 
in a set of parts, unless otherwise agreed if the documents are not to be sent from 
abroad the buyer may demand tender of the full set; otherwise only one part of ‘the bill 
of lading need be tendered. Even if the agreement expressly requires a full set 

(a) due tender of a single part is acceptable within the provisions of this article on 
cure of improper delivery (subsection (1) of section 3362-508); and 

(b) even though the full set is demanded, if the documents are sent from abroad 
the person tendering an incomplete set may nevertheless require payment upon 
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furnishing an indemnity which the buyer in good faith deems adequate. 

(3) shipment by water or by air or a contract contemplating such shipment is 
“overseas” insofar as by usage of trade or agreement it is subject to the commercial, 
financing or shipping practices characteristic of international deep water commerce. 

Sec. 5. Minnesota Statutes 2002, section 33.6.2-401, is amended to read: 
336.2-.401 -PASSING OF TITLE; RESERVATION FOR SECURITY; LIM- 

ITED APPLICATION OF THIS SECTION. ' 

Each provision of this article with regard to the rights, obligations and remedies 
of the seller, the buyer, purchasers or other third parties applies irrespective. of title to 
the goods except where the provision refers to such title. Insofar as situations are not 
covered by the other provisions of this article and matters concerning title become 
material the following rules apply:

i 

(1) Title to goods cannot pass under a contract for sale prior to their identification 
to the contract (section 3362-501), and unless otherwise explicitly agreed the buyer 
acquires by their identification a special property as limited by this chapter. Any 
retention or reservation by the seller of the title (property) in goods shipped or 
delivered to the buyer is limited in effect to a reservation -of a security interest. Subject 
‘to these provisions and tofithe provisions of the article on secured transactions (article 

_ 

9), title to goods passes from the seller to the buyerin any manner and on any 
conditions explicitly agreed on by the parties. 

(2) Unlesisiotheiwise explicitly agreed title passes to the buyer at the time and 
place at which the seller completes performance with reference to the physical delivery 
-of-the goods, despite any reservation of a security interest and even though a document 
of title is to be delivered at a different time or place; and in particular -and despite any 
reservation of a security interest by the bill of lading A 

(a) if the contract requires or authorizes the seller to send the goods to the buyer 
but does not require the seller to deliver them at destination, title passes to the buyer 
at the time and place of shipment; but 

(b)_ if the contract requires delivery at destination, title passes on tender there. 

(3) Unless otherwise explicitly agreed where delivery is to be made without 
moving the goods, 

(a) if the seller is to deliver a tangible document of title, title passes at the time 
when ‘and the place where the seller delivers such-documents, and if ‘the seller is to 
deliver an electronic document o_f title, ti_tle passes when the seller delivers E 
document; or 

(b) if the goods are at the time of contractinglalready identified and no documents 
of t_itl_e are to be «delivered, title passes at the time and place of contracting. 

(4) A rejection or other refusal by the buyer toreceive or retain the goods, whether 
‘or not justified, or‘ a justified revocation of acceptance revests title to the goods in the 
seller. -Such revesting occurs ‘by operation of law and is not a “sale.” 
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Sec. 6. Minnesota Statutes 2002, section 336.2~503, is amended to read: 

336.2-503 MANNER OF SELLER’S TENDER OF DELIVERY. 
(1) Tender of delivery requires that the seller put and hold conforming goods at 

the buyer’s disposition and give the buyer any notification reasonably necessary to 
enable the buyer to take delivery. The manner, time and place for tender are determined 
by the agreement and this article, and in particular 

(a) tender must be at a reasonable hour, and if it is of goods they must be kept 
available for the period reasonably necessary to enable the buyer to take possession; 
but 

(b) unless othewvise agreed the buyer must furnish facilities reasonably suited to 
the receipt of the goods.

R 

(2) Where the case is within the next section respecting shipment tender requires 
-that the seller comply .with its provisions. 

(3) Where the seller is required to deliver at a particular destination tender 
requires that the seller comply with subsection (1) and also in any appropriate case 
tender documents as described in subsections (4) and (5) of this section. 

(4) Where goods are in the possession of a bailee and are to be delivered without 
being moved 

(a) tender requires that the seller either tender a negotiable document of title 
covering such goods or procure acknowledgment by the bailee of the buyer’s right to 
possession of the goods; but 

(b) tender to the buyer of a nonnegotiable document of title or of a written 
dircetien record directing to the bailee to deliver is sufficient tender unless the buyer 
seasonably objects, and except as otherwise provided in Article 9 receipt by the bailee 
of notification of the buyer’s1'ights fixes those rights 33 against the bailee and all third‘ 
persons; but risk of loss of the goods and of any failure by the bailee to honor the 
nonnegotiable document of title or to obey the direction remains on the seller until the 
buyer has had a reasonable time to present the document or direction, and a refusal by 
the bailee to honor the document or to obey the direction defeats the tender. 

(5) Where the contract requires the seller to deliver documents 

(a) the seller must tender all such documents in correct form, except as provided 
in this article with respect to bills of lading in a set (subsection (2) of section 
336.2-323); and 

(b) tender through customary banking channels is sufficient and dishonor of a 
draft accompanying pr associated with the documents constitutes nonacceptance or 
rejection.

' 

Sec. 7. Minnesota Statutes 2002, section 336.2-505, is amended to read: 

3362-505 SELLER’S SHIPMENT UNDER RESERVATION. 
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(1) Where the seller has identified goods to the contract by or before shipment: 

(a) The sel1er’s procurement of a negotiable bill of lading to the seller’s own order 
or otherwise reserves in the seller a security interest in the goods. The seller’s 

procurement of the bill to the order of a financing agency or of the buyer indicates in 
addition only the seller’s expectation of transferring that interest to the person named. 

(b) A nonnegotiable bill of lading to the seller or the se1ler’s nominee reserves 
possession of the goods as security but except in a case of conditional delivery 
‘(subsection (2) of section 3362-507) 21 nonnegotiable bill of lading naming the buyer 
as a consignee reserves no security interest‘ even though the seller retains possession o_r 
control of the bill of lading.

I 

(2) When shipment by the seller with reservation of a security interest is in 
violation of the contract for sale it constitutes an improper contract for transportation 
within the preceding section but impairs neither the rights given to. the buyer by 
shipment and identification of the goods to the contract nor the seller’s. powers as a 
holder of a negotiable document of title. 

Sec. 8. Minnesota Statutes 2002, section 336.2-506, is amended to read: 

336.2~506 RIGHTS OF FINANCING AGENCY. 
(1) A financing agency by paying or purchasing for value a draft which relates to 

a shipment of goods acquires to the extent of the payment or purchase and in addition 
to its own rights under the draft and anydoeument of title securing it any rights of the 
shipper in the goods including the right to stop delivery and the shipper’s right to have 
the draft honored by the buyer. 

(2) The right to reimbursement of a financing agency. which has in good faith 
honored or purchased the draft under commitment to or authority from the buyer is not 
impaired by subsequent discovery of defects with reference to any relevant document 
which was apparently regular on its face. 

Sec. 9. Minnesota Statutes 2002, section 336.2-509, is amended to read: 

336.2-509 RISK OF LOSS IN THE ABSENCE OF BREACH. 
( 1) Where the contract requires or authorizes the seller to ship the goods by carrier 

(a) if it does not require the seller to deliver them at a particular destination, the 
risk of loss passes to the buyer when the goods are duly delivered to the carrier even 
though the shipment is under reservation (section 336.2-505); but 

(b) if it does require the seller to deliver them at a particular destination and the 
goods are there duly tendered while in the possession of the carrier, the risk of loss 
passes to the buyer when the goods are there duly so tendered as to enable the buyer 
to take delivery. 

(2) Where the goods are held by a bailee to be delivered without being moved, the 
risk of loss passes to the buyer 
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(a) on the buyer’s receipt of possession or control gt" a negotiable document of title 
covering the goods; or 

(b) on acknowledgment by the bailee of the buyer’s right to possession of the 
goods; or 

(c) after the buyer’s receipt of possession or control o_f a nonnegotiable document 
of title or other written direction to deliver t_i record, as provided in subsection (4) 
(b) of section 336.2-503. 

(3) In any case not within subsection (1) or (2), the iisk of loss passes "to the buyer 
on receipt of the goods if the seller is a merchant; otherwise the risk passes to the buyer 
on tender of delivery. 

(4) The provisions of this section are subject to contrary agreement of the parties 
and to the provisions of this article on sale on approval (section 3362-327) and on 
effect of breach on risk of loss (section 336.2—510). 

Sec. 10. Minnesota Statutes 2002, section 336.2-605, is amended to read: 

3362-605 WAIVER OF BUYER’S OBJECTIONS BY FAILURE TO PAR~ 
TICULARIZE. 

(1) The buyer’s failure to state in connection with rejection a particular defect 
which is ascertainable by reasonable inspection precludes the buyer from relying on 
the unstated defect to justify rejection or to establish breach 

(a) where the seller could have cured it if stated seasonably; or 

(b) between merchants when the seller has after rejection made a request in 
writing for a full and final written statement of all defects on which the buyer proposes 
to rely.

A 

(2) Payment against documents made without reservation of rights precludes 
recovery of the payment for defects apparent on the tlaee oi the documents. 

Sec. 11. Minnesota Statutes 2002, section 3362-705, is amended to read: 

3362-705 SELLER’S STOPPAGE OF DELIVERY IN TRANSIT OR OTH- 
ERWISE. 

(1) The seller may stop delivery of goods in the possession of a carrier or other 
bailee on discovering the buyer to be insolvent (section 3362702) and may stop 
delivery of carload, truckload, planeload or larger shipments of express or freight when 
the buyer repudiates or fails to make a payment due before delivery or if for any other 
reason the seller has a right to withhold or reclaim the goods. 

(2) As against such buyer the seller may stop delivery until 

(a) receipt of the goods by the buyer; or 

(b) acknowledgment to the buyer by any bailee of the goods except a carrier that 
the bailee holds the goods for the buyer; or 
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(c). such acknowledgment to the buyer by a carrier by reshipment or as a 
warehouse operator; or 

(d) negotiation to the. buyer of any negotiable document of title covering the 
goods. , 

(3)I(a) To stop delivery the seller must so notify as to enable the bailee by 
reasonable diligence to prevent delivery of the goods, 

(b) After such notification the bailee must hold and deliver the goods according 
to the directions. of the seller but the seller is liable to the bailee for any ensuing charges 
or damages.

0 

(c) If a negotiable document of title has been issued for goods the bailee is not 
obliged to obey a notification_ to stop until surrender of possession g control Q the 
document. 

(d) A carrier who has issued a nonnegotiable bill of lading is not obliged to obey 
a notification to stop received froma person other than the consignor. 

Sec. 12. Minnesota Statutes 2002, section 336.2A—l03, is amended to read: 

336.2A-103 DEFINITIONS AND INDEX OF DEFINITIONS. 
(1) In this article unless the context otherwise requires: 

(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 acquiring 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 party. 

(c) “Commercial unit” means a unit of goods that by commercial usage is a single 
whole for purposes of lease and division of which material-ly 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 
oricarload, 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 
erformance that are in accordance with the obli ations under the lease contract. P g 

(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. 
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(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. 

(11) “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 
money, documents, instruments, accounts, chattel paper, general intangibles, or 
minerals or the like, including oil and gas, before extraction. The term also includes the 
unborn young of animals. 

(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. 

(j) “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 from 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. 

(In) “Leasehold 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. 
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(o) “Lessee in ordinary course of business” means aperson 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 reeeiyi-Hg acquiring 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. 

(p) “Lessor” means a person who transfers the right to possession and use of 
goods under a lease. Unless the context clearly indicates otherwise, the term includes 
a sublessor. ~ 

(q) “Lessor’s residual interest” means the 1essor’s interest in the goods after 
* expiration, termination, or cancellation of the lease contract. 

(r) “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. 

(s) “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. 

(t) “Merchant lessee” means a lessee 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 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 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 whom 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. 

(2) “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.” Section 336.2A-310(1). 

“Construction mortgage.” Section 336.2A-309(l)(d). 
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“Encumbrance.” Section 336.2A~309(l*)(e). 

“Fixtures.” Section 336.2A—309(1)(a). 

“Fixture filing.” Section 336.2A—309(l)(b). 

“Purchase money lease.” Section 336.2A—309(1)(c)‘ 

(3) The following definitions in other articles apply to this article: 
“Account.” Section 336.9-lO2(a)(2).

' 

“Between merchants.” Section 336.2—104(3). 

“Buyer.” Section 336.2-103(l)(a). 

“Chattel paper.” Section 336.9-l02(a)(11). 

“Consumer goods.” Section 336.9~102(a)(23). 
«- “Document.” Section 336.9—102(a)(30).

A 

“Entrusting.” Section 336.2-403(3). 

“General intangible.” Section 336.9-102(a)(42). 

“Good faith.” Section 336.2—103(1)(b). 
“Instrument.” Section 336.9—102(a)(47). 

“Merchant.” Section 336.2—l04( 1). 

“Mortgage.” Section 336.9—l02(a)(55). 

“Pursuant to commitment.” Section 336.9-lO2(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. 13. Minnesota Statutes 2002, section 336.2A—514, is amended to read: 
336.2A-514 WAIVER or LESSEE’S OBJECTIONS.

" 

(1) In rejecting goods, a lessee’s failure to state a particular defect that is 

ascertainable by reasonable inspection precludes the ‘lessee from relying on the defect 
to justify rejection or to establish default: ‘ 

(a) if, stated seasonably, the lessor or the supplier could have cured it (section 
336.2A-513); or v 
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(b) between merchants if the lessor or the supplier after rejection has made a 
request in writing for a full and final written statement of all defects on which the 
lessee proposes to rely. 

(2) A 1essee’s failure to reserve rights when paying rent or other consideration 
against documents precludes recovery of the payment for defects apparent on the fiaee 
of the documents. 

Sec. 14. Minnesota Statutes 2002, section 336.2A-526, is amended to read: 

336.2A-526 LESSOR’S STOPPAGE OF DELIVERY. IN TRANSIT OR 
OTHERWISE. 

(1) A lessor may stop delivery of goods in the possession of a carrier or other 
bailee if the lessor discovers the lessee to be insolvent and may stop delivery of 
carload, truckload, planeload, or larger shipments, of express or freight if the lessee 
repudiates or fails to make a payment due before delivery, whether for rent, security or 
otherwise under the lease contract, or for any other reason the lessor has a right to 
withhold or take possession of the goods. 

(2) In pursuing its remedies under subsection (1), the lessor may stop delivery 
‘until 

(a) receipt of the goods by the lessee; 

(b) acknowledgment to the lessee by any bailee of the goods, except a canier, that 
the bailee holds the goods for the lessee; or 

(c) an acknowledgment to the lessee by acarrier via reshipment or as a warehouse 
operates. 

(3)(a) To stop delivery, a lessor shall so notify as to enable the bailee by 
reasonable diligence to prevent delivery of the goods. 

(b) After notification, the bailee shall hold and deliver the goods according to the 
directions of the lessor, but the lessor is liable to the bailee for any ensuing charges or 
damages. - 

(c) A carrier who has issued a nonnegotiable bill of lading is not obliged to obey 
a notification to stop received from a person other than the consignor. 

Sec. 15. Minnesota Statutes 2003 Supplement, section 336.4-104, is amended to 
read:

' 

336.4-104 DEFINITIONS AND INDEX OF DEFINITIONS. 
(a) In this article, unless the context otherwise requires: 

(1) “Account” ‘means any deposit or credit account with a bank, including ,a 

demand, time, savings, passbook, share draft, or like account, other than an account 
evidenced by a certificate of deposit; » 

(2) “Aftemoon” means the period of a day between noon and midnight; 
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(3) “Banking clay” means that apart of any day, excluding Saturday, Sunday, and 
holidays, on which a bank is open to the public for carrying on substantially all of its 
banking functions; 

(4) “Clearinghouse” means an association of banks or other payors regularly 
clearing items; 

(5) “Customer” means a person having an account with a bank or for whom a 
bank has agreed to collect items, including a bank that maintains an account at another 
bank; 

(6) “Documentary draft” means a draft to be presented for acceptance or payment 
if specified documents, certificated securities (section 336.8-102) or instructions for 
uncertificated securities (section 336.8-102), or other certificates, statements, or the 
like are to be received by the drawee or other payor before acceptance or payment of 
the draft; 

(7) “Draft” means a draft as defined in section 336.3—104 or an item, other than 
an instrument, that is an order; 

(8) “Drawee” means a person ordered in a draft to make payment; 
(9) “Item” means an instrument or a promise or order to pay money handled by 

a bank for collection or payment. The term does not include a payment order governed 
by article 4A or a credit or debit card slip; ' 

(10) “Midnight deadline” with respect to a"bank is midnight on its next banking 
day following the banking day on which it receives the relevant item or notice or from 
which the time for taking action commences to run, whichever is later; 

(11) “Settle” means to pay in cash, by clearinghouse settlement, in a charge or 
credit or by remittance, or otherwise as agreed. A settlement may be either provisional 
or final; l 

(12) “Suspends payments” with respect to a bank means that it has been closed by 
order of the supervisory authorities, that a public officer has been appointed to take it 
over, or that it ceases or refuses to make payments inrthe ordinary course of business. 

(b) Other definitions applying to this article and the sections in which they appear 

“Agreement for electronic presentment,” section 336.4—1lO 
“Bank,” section 336.4-105 

“Collecting bank,” section 336.4-105 

“Depositary bank,” section 336.4405 

“Intermediary bank,” section 336.4-105 

“Payor bank,” section 336.4-105 

“Presenting bank,” section 336.4-105 
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“Presentment notice,” section 336.4-110, 

(c) “Cont1'ol”' as provided section 336.7-106 g the following definitions in 
other articles apply to this article: 

“Acceptance,” section 336.3-409 

“Alteration,”‘ section 336.3~407 

“Cashier's check," section 336.3-104 

“Certificate of deposit,” section 336.3-104 

“Certified check,” section 336.3-409 

“Check,” section 336.3-104‘ 

“Good faith,” section 336.3-103 
“Holder in due course,” section 336.3-302 

'i‘Instrument,” section 336.3'~104 

“Notice of dishonor,” section 3363-503 

“Order,” section 3363-103 

“Ordinary care,” section 336.3-103 

. “Person entitled to enforce,” section 336.3-301 

“Presentment,” section 336.3-501 

“Promise,;’ section 336.3-103 

“Prove,” section 336.3-.103 

“Record,” section 336.3—103 

“Remotely-created item,” section 3363-103 

‘T-e1ler’s check,” section 336.3-104 I 

“Unauthorized signature,” section 3363-403 

((1) In addition, article 1 contains general definitions and principles of construction 
and interpretation applicable throughout this. article. 

Sec. 16. Minnesota Statutes 2002, 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; 
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(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 foran item is a realization 
on its security interest in the item, accompanying documents, and proceeds. So long as 
the bank does not receive final settlement for the item or give up possession of the item 
or possession or control of the accompanying documents for purposes other than 
collection, the security inttfistcontinues to that extent and is subject to article 9, but: 

(1) no security agreement is necessary to make the security interest enforceable 
(section 336.9—203(b)(3)(A)); 

(2) no filing is required to perfect the security interest; and 

(3) the security interest has priority over conflicting perfected security interests in 
the item, accompanying documents, or proceeds. 

Sec. 17. Minnesota Statutes 2002, 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.- A 

(2) An interest 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. 
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(d) A writing that;is a security certificate is governed by this article and not by 
article 3, even though it also meets the requirements of that article. However, a 
negotiable instrument 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 

participantsis not a security, but is a financial asset. 

(f) A commodity contract, as defined in section 336.9-102(a)(15), is not a security 
or a financial asset. . . 

» 
. . . 

A document pf titg n_ot a financial asset unless section 336.8~l02(a)(9)(iii) 
applies. 

Sec. 18. Minnesota Statutes 2002, section 336.9-102, is amended to read: 

336.9-102 DEFINITIONS AND 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 is not lost. 

(2) “Account”,pexcept 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, licensed, assigned, or otherwise disposed of, (ii) for 
services rendered or to be rendered, (iii) for a policy of insurance issued orto be issued, 
(iv) for a secondary obligation incurred or to be incurred, (V) for energy provided or 
to beprovided, (vi) for the use or hire of a vessel under a charter or other contract, (vii) 
arising out of the ‘use of a credit or charge card or information contained on or for use 
with the card, or (viii) as winnings in a lottery or other game of chance ope_rated or 
sponsored by a state, governmental unit of a state, or person licensed or authorized to 
operate the game by a state or governmental unit -of a state. The ‘term includes 
health—care-insurance receivables. The term does not include (i) rights to payment 

~ evidenced bychattel paper‘ or an instrument,-‘(ii) commercial tort claims, (iii) deposit 
accounts, (iv) investment property, (V) letter of credit rights‘ or letters of credit, or (vi) 
rights to payment for money or funds advanced or sold, other than rights arising out 
of‘-the use of a credit or charge card or information contained on or for use with the 
card. 

' '

‘ 

(3) “Account debtor” means a person obligated on an account, chattel paper, or 
general intangible. The term does not include persons obligated to pay a negotiable 
instrument, even if the instrument constitutes part of chattel paper. 

* (4) “Accounting”, except as used in “accounting for", means a record: 

(A) authenticated by a secured party; 

(B) indicating the aggregate unpaid secured obligations as of a date not more than 
35 days earlier or 35 days later than the date of the record; and

_ 

(C) identifying the components of the obligations in reasonable detail. 
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(5) “Agricultural lien” means an interest, othertharr a security interest, in farm 
products: t 

(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;

A 

(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 farming operation; or 

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

' A ' 

(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: 

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

(ii) attaches to the minerals as extracted; or 

(B) accounts arising out of the sale at the wellhead or minehead of oil, gas, or 
other minerals in which the debtor had an interest before extraction.

A 

(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. 

(8) “Bank” means an organization that is engaged in the business. of banking. The 
term includes savings banks, savings and loan associations, credit unions, and trust 
companies. ' 

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

(10) “Certificate of title” means a certificate of title with respect to which a statute 
provides for the security interest in ‘question to beiindicated on the certificate as a 
condition or result of the security interest’s obtaining priority over the rights of a lien 
creditor with respect to the collateral. 

(ll) “Chattel paper’? means a record or records that evidence both a monetary 
obligation and a security interest in specific goods, a security interest in specific goods 
and software used in the goods, a security interest in specific goods and license of 
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software used in the goods, a lease of specific goods, or a lease of specific goods and 
license of software used in the goods. In this paragraph, “monetary obligation” means 
a monetary obligation secured by the goods or owed under a lease of the goods and 
includes a monetary obligation with respect to software used in the goods. The term 
does not include (i) charters or other contracts involving the use or hire of a vessel or 
(ii) records that evidence a right to payment arising out of the use of a credit or charge 
card or information contained on or for use with the card. If a transaction is evidenced 
by records that include an instrument or series of instruments, the group of records 
taken together constitutes chattel paper. 

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

(A) proceeds to which a securityinterest attaches; 

(B). accounts, chattel paper, payment intangibles, and promissory notes that have 
been sold; and 

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

(13) “Commercial tort claim” means a claim arising inptort with respect to which: 

(A) the claimant is an organization; 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 maintained by a commodity 
intermediary 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: ' 

(A) traded on or subject to the rules of a board of trade that has been designated 
as a contract market for such a contract pursuant to federal commodities law; or 

(B) traded on a foreign commodity board of trade, exchange, or market, and is 
carried on the books of a commodity intermediary for a commodity 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 
fora board of trade that has been designated as a contract market pursuant to federal 
commodities law. 

New‘ language is ‘indicated by underline, deletions by

Copyright © 2004 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



LAWS of MINNESOTA for 2004 Ch. 162, Art. 5 

(18) “Communicate” means: 

(A) 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 by any means prescribed by filing office rule. 

(19) “Consignee” means a merchant to which goods are delivered inia 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 substantially engaged in selling 
the goods of others; 2 

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

(C) the goods are not consumer goods immediately before delivery; and‘ 

(D) the transaction does not create a security interest that secures an ‘obligation. 

(21) “Consignor” means a person that delivers goods to a consignee in a 
consignment. 

(22) “Consumer debtor” means a debtor in a consumer transaction. 

(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; and 

(B) a security interest in consumer goods secures the obligation. 

(25) “Consumer obligor” means an obligor who is an individual and who incurred 
the obligation as part of a transaction entered into primarily for personal, family, or 
household purposes. 

(26) “Consumer transaction” means a transaction in which (i) an individual incurs 
an obligation primarily for personal, family, or household purposes, (ii) a security 
interest secures the obligation, and (iii) the collateral is held or acquired primarily for 
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personal, family, or household purposes. The term includes consumer goods transac- 
tions. 

(27) “Continuation statement” means an amendment of a financing statement 
which:' ‘ 

' ' ' 

(A) identifies, by itsrfile number, the initial financing statement to which it relates; 
and " ‘ V 

(B) indicates that it is a continuation statement for, or that it is filed to continue 
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 obligor; 

(B) a seller of accounts, chattel paper, payment intangibles, or promissory notes; 
01. . .

. 

(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 ?r36:7—%0l(—2—) 336.7-20l(b). v 

(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 liens on real property. 

(33) “Equipment” means goods other than inventory, farm products, or consumer 
goods. ‘ 

~ 
‘ 

‘ 
' * r 

-(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: 

(i) crops produced on trees, vines, andbushes; 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, 
grazinggor any other farming, livestock, or aquacultural operation. V

l 
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(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 ru1e”,means a rule adopted pursuant to laws 2000, chapter 
399, article 1,. section l39. 

(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 satisfying 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 particular real 
property that an interest in them arises 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 includes payment 
intangibles and software. 

‘

» 

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

(44) “_Goods” means all things that are movable when a security interest attaches. 
The term includes (i) fixtures, (ii) standing'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, even if the crops are produced on trees, vines, or bushes, and 
(v) manufactured homes. The term also includes a computer program embedded in 
goods and any supporting information provided in connection with a transaction 
relating to the program if the program is associated with the goods in such a manner 
that it customarily is considered ‘part of the goods, or by ‘becoming the owner of the 
goods, a person acquires a right to use the program in connection with the goods. The 
term does not include a computer program embedded in goods that consist solely of the 
medium in which the program is embedded. The term also does not include accounts, 
chattel paper, commercial tort claims, deposit accounts, documents, general intan- 
gibles, instruments, investment property, letter of credit rights, 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 an organization having a separate corporate 
existence if the organization is eligible to issue debt on which interest is exempt from 
income taxation under the laws of the United States. « - 
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~‘ (46) ‘~‘Health—care—i'nsurance receivable" means an interest in or claim under a 
policy of insurance which is a right to payment of a monetary obligation for health-care 
goods or services provided. 

(47) “Instrument” means a negotiable instrument or any other writing that 
evidences a right to the payment of a monetary obligation, is not itself a security 
agreement or lease, and ‘is of a type that in ordinary course of business is transferred 
by delivery with any necessary endorsement or assignment. The term does not include 
(i) investment property, (ii) letters of credit, or (iii) writings that evidence a right to 
payment arising out of the use of a credit or charge card or information contained_on 
or for use with the card.

‘ 

(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 or to be furnished under a contract of‘ 
service; - 

(C) are furnished by a 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 commodity 
account. 

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

(51) “Letter of credit right” means a right to payment or performance under a 
letter of credit, whether or not the beneficiary has demanded or is atthe time entitled 
to demand payment or performance. The term does not include theright of a 
beneficiary to demand payment or performance under a‘ letter of credit. 

(52) “Lien creditor” means: - 

(A) a creditor that has acquired a lien on thepropeity involved by attachment, 
levy, or the like; 

(B) an assignee for benefit of creditors from the time of assignment;
- 

(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) Unless a certificate has been issued, “manufactured home” means a structure, 
transportable in one or more sections, which, in the traveling mode, is eight 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 which is built on a permanent chassis and designed to be used 
as a dwelling with or without a permanent foundation when connected to the required 
utilities, and includes the plumbing, heating, air-conditioning, and electrical systems 
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contained therein. The term includes any structure that meets all of the requirements of 
this paragraph except the size requirements and with respect to which the manufacturer 
voluntarily files a certification required by the United States Secretary of Housing and 
Urban Development and complies with the standards established under United States 
Code, title 42. 

A manufactured home within the meaning of this section does not include a 
manufactured home for which a certificate of title as defined in section 336.9- 
102(a)(10) has been issued. 

(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 inventory; or 

(B) in which a manufactured home, other than a manufactured home held as 
inventory, is the primary collateral. ' ~ 

(55) “Mortgage” means a consensual interest in real property, including fixtures, 
which secures payment or performance of an obligation. Mortgage includes an 
executory contract for the sale of real property or of an interest in real property that 
entitles the purchaser to possession of the real property. 

(56) “New debtor” means a person that becomes bound as debtor under section 
336.9~203(d) by a security agreement previously 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 obligation substituted for 
another obligation. 

(58) “Noncasli 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 agiiculturallien on the collateral, (i) owes payment or other 
performance of the obligation, (ii) 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 part for payment or other performance of the obligation. The term does 
not include issuers 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 security agreement to which a new debtor has become 
bound under section 336.9—203(d). 

(61) “Payment intangible” means a general intangible under which the account 
debtor"s principal obligation is a monetary obligation. 

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

(A) the spouse of the individual; 

(B) a brother, brother-ln—law, sister, or sister—in—law of the individual; 
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(C) an ancestor or lineal descendant of the individual or the individual’s spouse; 
or ’ " 

' 

‘ 
« 

'

- 

(D) any other rela.tive,,by blood or marriage, of the individual or the‘ind_ividual’s 
spouse who shares the same home with 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 organization;

( 

(C) an officer or director of, or a person.performin_g similar functions with respect 
to, a person described in subparagraph (A);

x 

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

(E) an individual who is related by _blood or marriage to an individual described 
in subparagraph (A)-, (B), (.C).,. or (D), and shares the same home with the-individual. 

(64) “Proceeds”, exdept as used in section 336.9-609(b), means the following 
property: 

' 
‘ ‘ 

‘ ' 

(A) whateVer"is acquired upon the sale, lease, license, exchange, or other 
disposition of collateral; ' ‘ ' 

I 

‘ 
' " ' ' ‘ 

‘ ' 

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

(C) rights arising‘ out of collateral; 
J 

_ 

I 

_ 
_ 

3 
. 

V

, 

(D) to the extent of the value of collateral, claims arising out of the ‘loss, 
nonconforrnity, or interference with the use of, defects or inflingement of rights in, or 
damage to, the collateral; or 

(E) -to the extent of thelvalue 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 orinfringement 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 

acknowledgment by a bank that the bank has received for deposit a sum of money or 
funds.

_ 

(66) “Proposal” means a record authenticated by a secured party which includes 
the terms on which the secured party is willingpto accept collateral in full or partial 
satisfaction of the obligation it secures pursuant to, sections 3If>6.9-620, 3369-621, and 
3369-622. 

(67) “Public-finance transaction’: means a secured transaction in connection with 
which: ‘ 

(A) debt securities are issued; 
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(B) all or a portion of the securities issued have an initial stated maturity of at least 
20 years; and 

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

(68) “Pursuant to commitment”, with respect to an advance made or other value 
given by a secured party, means pursuant to the secured party’s obligation, whether or 
not a subsequent event of default or other event not within the secured party’s control 
has relieved or may relieve 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 inscribed’ 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 property of either. 

(72) “Secured party” means: 

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

(B) a person that holds an agricultural lien; 

(C) a consignor; 

(D) a person to which accounts, chattel paper, payment intangibles, or promissory 
notes have been sold; 

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

(F) a person that holds a security interest arising under section 3362-401, 
3362-505, 336.2—7l1(3), 336.2A~508(5), 336.4—210, or 3365-118. 

(73) “Security agreement” means an agreement that creates or provides for a 
security interest. A 

(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 
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‘(B) to cause the record or notification to be received within the time that it would 
have been received if properly sent under subparagraph (A). 

(75) “Software” means a computer program and any supporting information 
provided‘ 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. v 

(76) “State” means a state of the United States, the District of Columbia, Puerto 
Rico,jthe United States Virgin Islands, or any territory or insular possession subject to. 
the jurisdiction of the United States. 

(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 identified 
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. 

A person filing a financing statement under this article and under the authority of 
sections 300.111 to 300.115 is a transmitting utility for purposes of this article. ' 

(b) DEFINITIONS IN OTHER ARTICLES. “Control” as provided in section 
336.7¢106 E1 the following definitions in other articles apply to this article: 

“Applicant” 
_ 

Section 336.5-102 
“Beneficiary” . Section 3365-102 
“Broker” Section 336.8-102 
“Certificated security” Section 336.8-I02 
“Check” Section 336.3‘-104 
“Clearing corporation” Section 336.8-102 
“Contract for sale” Section 3362-106 
“Customer” t Section 336.4-104 
“Entitlement holder” Section 336.8‘-102 
“Financial asset” Section 336.8-102 
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“Holder in due course” 
“Issuer” (with respect to a 
letter of credit or 
letter of credit Iight) 

“Issuer” (with respect to 
a security) 

“Issuer” (with respect t_o 
documents o_f title) 

“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” 
f usalen 

“Securities account” 
“Securities interniediary” 
“Security” 
“Security certificate” 
“Security entitlement” 
“Uncertificated security” 

Section 336.3602 

Section 336.5-102 

Section 3368-20-1 

Section 336.7—102 
Section 336.2A—103 
Section 336.2A—103 . 

Section 336.2A—103 
Section 336.2A—103 
Section 336.2A—103 

Section 336.2A-103 
Section 336.2A—103 
‘Section 336.2A—lO3 
Section 336.5-102 
Section 3362-104 
Section 336.3-104 
Section 336.5-102 
Section 336.3-104 

Section 336.5—114
' 

Section 336.3—l03 
Section 3362-106 
Section 336.8-501 
Section 336.8-102 
Section 336.8—102 
Section 336.8~102 
Section 3368-102 
Section 336.8~102 

Ch. 162, Art. 5 

(c) ARTICLE 1 DEFINITIONS AND PRINCIPLES. Article 1 contains general 
definitions and principles of construction and interpretation applicable throughout this 
article. 

Sec. 19. Minnesota Statutes 2002, section 336.9-203, is amended to read: 

336.9-203 ATTACHMENT AND ENFORCEABILITY OF SECURITY IN- 
TEREST; PROCEEDS; SUPPORTING OBLIGATIONS; FORMAL REQUI- 
SITES. . . 

I - 

(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 the time of attachment. 
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(b) ENFORCEABILITY. Except as otherwise provided in subsections (c) 
through (i), a security interest is enforceable against the debtor and third parties with 
respect to the collateral only if: 

(1) value has been given; 

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

(3) one of the following conditions is met: 

(A) the debtor has authenticated a security agreement thatrprovides a.description 
of the collateral and, if the security interest covers timber to be .cut, a description 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 security agreement; or‘ ' 

(D) the collateral .is deposit accounts, electronic chattel paper, investment 
property, or letter of credit rights, or electronic documents, and the secured party has 
control under section 336.7—lO6,_336.9,»l04, 3369-105, 3369-106, or, 336.9-107 
pursuant to the debtor’s security agreement. I

. 

(c) OTHER UCC PROVISIONS’. Subsection (b) is subject to section 336.4—210 
on the security interest of a co‘lIecting'bank, section 336.5-ll8 on the security interest 
of a letter of credit issuer or nominated ‘person, section 336.9-l 10 on a security interest 
arising under article 2 or 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 law other than this article 
or by contract; , , 

p 

_, 

' - t 

(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, 
including the obligation secured under the _secun'ty agreement, and acquires or 
succeeds to all or substantially all of the assetsof‘ 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— 
acquired property of the new debtor to the extent the property is described 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 provided by 
section 336.9~3l5 and is also attachment of a security interest in a supporting 
obligation for the collateral. ' 

(g) LIEN SECURING RIGHT TO PAYMENT. The attachment of a security 
interest in a right to payment or performance secured by a security interest or other lien 
on personal or real property is also attachment of a security interest in the security 
interest, mortgage, or other lien. The attachment of a security interest in the mortgage 
or lien on real property does not create an interest in real property. 

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

Sec. 20. Minnesota Statutes 2002, section 336.9—207, is amended to read:
' 

336.9-207 RIGHTS AND DUTIES OF SECURED PARTY HAVING POS-- 
SESSION OR CONTROL OF COLLATERAL. 

(a) DUTY OF CARE WHEN SECURED PARTY IN POSSESSION. Except as 
otherwise provided in subsection (d), a secured party shall use reasonable care in the 
custody and preservation of collateral in the secured party’s possession. In the case of 
chattel paper or an instrument, reasonable care includes taking necessary steps to 
preserve rights against prior parties unless otherwise agreed. 5 

(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: 

(1) 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 in any effective insurance coverage; ' 

(3) the secured party shall keep the collateral identifiable, but fungible collateral 
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 permitted by an order of a court having competent jurisdiction;.or 
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(C) except in the case of consumer goods, in the manner and to the extent agreed 
by the 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 3367-106, 
3369-104, 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 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 security interest in the collateral. _ 

(d) BUYER OF CERTAIN RIGHTS TO PAYMENT. If the secured party is a 
buyer of accounts, chattel paper, payment intangibles, or promissory notes or a 
consignor: 

(1) subsection (a) does not apply unless. the s_ecured party is entitled under an
I 

agreement: 

(A) to charge back uncollected collateral; or 

(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. 21.. Minnesota Statutes 2002, section 3369-208, is amended to"read: 

336.9-208 ADDITIONAL DUTIES OF SECURED PARTY HAVING CON- 
TROL OF COLLATERAL. 

(a) APPLICABILITY OF SECTION. This section applies to cases in which 
there is no outstanding secured obligation and the secured paity 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:

_ 

(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 obligation to comply 
with instmctions originated by the secured party; 

(2) a secured party having control of a deposit account under section 336.9- 
lO4(a)(3) shall: 

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

(B) transfer the balance on deposit into a deposit account in the debtor’s name; 
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(3) a secured party, other than a buyer, having control of electronic chattel paper 
under section 336.9-105 shall: a 

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

(B) if the debtor designates a custodian that is the designated custodian with 
which the authoritative copy of the electronic chattel paper is maintained for the 
secured party, communicate 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 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- 
l06(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 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 

(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 obligation to pay or deliver proceeds of the letter of credit to the secured partyi 
and 

_(_6_) a secured party having control of an electronic document shall: 

(A) give control _of E electronic document t_o E debtor 9_r'i_ts designated 
custodian; ‘ 

(B) fie debtor designates a custodian that is the designated custodian with 
whiclfiie authoritative copy of thefielectronic d£m_en‘tTs maintained for the 
party, Enmunicate to the custoaan an authenticated re<E>rd releasingfiefiesignated 
custodian from any tfufiér ob1igatiorTto comply with instructions ori-gfiated by the 
secured partyjndinstiucting the custodian to comply-with instructions originagdfi E debtor; fin‘ _— — —_ — 

_(_Q take appropriate action t_o enable tlj debtor or designated custodian t_o 
make copies o_f Q revisions t_o tg authoritative copy which gd o_r change a_n identified 
assignee o_f the authoritative copy without £12 consent of me secured party. 

Sec. 22. Minnesota Statutes 2002, section 336.9-301, is amended to read: . 

336.9-301 LAW GOVERNING PERFECTION AND PRIORITY OF SECU- 
RITY 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 perfection, 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 
jurisdiction, the local law of that jurisdiction governs perfection, the effect of 
perfection or nonperfectionj 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 perfection or nonperfection, and the. priority of a 
possessory security interest in that collateral. ,

I 

(3) Except as otherwise provided in paragraph (4), while tangible 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 
I security interest in the collateral. 

(4) The local law of the jurisdiction in which the wellhead or minehead is located 
governs perfection, the effect of perfection or nonperfection, and the priority of a 
security interest in as—extracted collateral. 

< Sec. 23. Minnesota-Statutes 2002, section 3369-310, is amended" to read: 

336:9-310 WHEN FILING REQUIRED TO PERFECT SECURITY INTER- 
EST OR AGRICULTURAL LIEN; SECURITY INTERESTS AND AGRICUL- 
TURAL LIENS TO WHICH FILING PROVISIONS DO NOT APPLY. 

(a) GENERAL RULE: "PERFECTION BY FILING. Except as otherwise 
provided in subsection (b) and 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 is not necessary to perfect a security interest: 

(1) that is perfectedunder section 336.9—308(d), (e), (f), or (g); 

(2) that is perfected under section 336..9—309 when it attaches; 

(3) in property 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) in certificated ‘securities, documents, goods, or instruments which is perfected 
without filing, control, or possession under section 336.9-3l2(e), (f), or (g); 

(6) in collateral in the secured party’s possession under section 336.9-313; 
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(7) in a certificated security which is perfected by delivery of the security 
certificate to the secured party under section 3369-313; 

(8) in deposit accounts, electronic chattel paper, electronic documents, investment 
property, or letter of credit rights which is perfected by control under section 
3369-314; 

(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 perfected 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 original debtor.

' 

Sec. 24. Minnesota Statutes 2002, section 336.9-312, is amended to read: 

336.9-312 PERFECTION OF SECURITY INTERESTS IN CHATTEL PA- 
PER, DEPOSIT ACCOUNTS, DOCUMENTS, GOODS COVERED BY DOCU- 
MENTS, INSTRUMENTS, INVESTMENT PROPERTY, LETTER OF CREDIT 
RIGHTS, AND MONEY; PERFECTION BY PERMISSIVE FILING; TEMPO- 
RARY PERFECTION WITHOUT FILING OR TRANSFER OF POSSESSION. 

(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(c) and (d) for proceeds: ‘ 

(1) a security interest in a deposit account may be perfected only by control under 
section 3369-314; * 

(2) and except as otherwise provided’ in section 336.9—308(d), a security interest 
in a letter of credit right may be perfected only by control under section 3369-314; and 

(3) a security interest in money may be perfected only by the secured pa1ty’s 
taking possession under section 3361.9-«313. 

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

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

(1) issuance of a document in the name of the secured party; 
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(2) the bailee’s receipt of notification of the secured party’s interest; or 

(3) filing as to the goods. 
‘

i 

(c) TEMPORARY PERFECTION: NEW VALUE. A security interest in 
certificated securities, negotiable documents, or instruments is perfected‘ without filing 
or the taking of possession o_r control for a period of 20 days from the time it attaches 
to the extent that it arises for new value given under an authenticated security 
agreement. 

(0 TEMPORARY. PERFECTION: GOODS OR DOCUMENTS MADE 
AVAILABLE TO DEBTOR. 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 filing if the secured party makes 
available to the debtor the goods or documents representing the goods for the purpose 
of: - 

‘ 

- » 

(1) ultimate sale or exchange; or 

(2) loading, unloading, storing, shipping, transshipping, manufacturing, process- 
ing, or otherwise dealing- with them in a manner preliminary to their sale or exchange. 

(g) TEMPORARY PERFECTION: DELIVERY OF SECURITY CERTIFI- 
CATE OR INSTRUMENT TO DEBTOR. A perfected security interest in a 
certificated security or instrument remains perfected for 20 days without filing if the 
secured party delivers the security certificate or instrument to the debtor for the 
purpose of: 

(1') ultimate sale or exchange; or 

(2) presentation, collection, enforcement, renewal, or registration of transfer. 

(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_. Minnesota Statutes 2002, section 336.9-313, is amended to read: 

336.9-313 WIDEN POSSESSION BY OR DELIVERY TO SECURED 
PARTY PERFECTS SECURITY INTEREST WITHOUT FILING; 

(a) PERFECTION BY POSSESSION OR DELIVERY. Except as otherwise 
provided in subsection (b), a secured party may perfect a security interest in tangible 
negotiable documents, goods, instruments, money, or tangible chattel paper by taking 
possession of the collateral. A secured party may perfect a security interest in 
certificated securities by ‘taking delivery of the certificated securities under section 
336.8—301. ' ' 

~

' 

(b) GOODS COVERED BY CERTIFICATE OF TITLE. With respect to 
goods covered by a certificate of title issued by this state, a secured party may perfect 
a security interest in the goods by‘ taking possession of the goods only in the 
circumstances described in section 336.9—316(e). 
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(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, or a lessee of the collateral from 
the debtor in the ordinary course of the debtor’s_business, 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 possession of the collateral after having authenticated a 

record acknowledging that it will hold possession of collateral 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, perfection 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—30l 
and remains perfected by delivery until the debtor obtains possession of the security 
certificate.

' 

(f) ACKNOWLEDGMENT NOT REQUIRED. A person i11 possession of 
collateral is not required to acknowledge that it holds possession for a secured party’s 
benefit. 

(g) EFFECTIVENESS OF ACKNOWLEDGMENT; NO DUTIES OR CON- 
FIRMATION. If a person acknowledges that it holds possession for the secured 
party’s benefit: 

(1) the acknowledgment is effective under subsection (c) or section 336.8-30l(a), 
even if the acknowledgment violates the rights of a debtor; and

' 

(2) unless the person otherwise agrees or law other than this article otherwise 
provides, the person does not owe any duty to the secured party and is not required to 
confirm the acknowledgment to another person.

‘ 

(h) SECURED PARTY’S DELIVERY TO PERSON OTHER THAN 
DEBTOR. A secured party having possession of collateral does not relinquish 
possession by delivering the collateral to a person other than the debtor or a lessee of 
the collateral from the debtor in the ordinary course of the debtor’s business if the 
person was instructed before the delivery or is instructed contemporaneously with the 
delivery: 

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

(2) to redeliver the collateral to the secured party. 

(i) EFFECT OF DELIVERY UNDER SUBSECTION (H); NO DUTIES OR 
CONFIRMATION. A secured party does not relinquish possession, even if a delivery 

New language is indicated by underline, deletions by

Copyright © 2004 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



Ch. 162, Art. 5 LAWS, of MINNESOTA for 2004 202 

under subsection (h) violates the rights of a debtor. A person to which collateral is 
delivered under subsection (h) does not owe any duty to the secured party and is not 
required to confirm the delivery to another person unless the person otherwise agrees 
or law other than this article otherwise provides. 

Sec. 26. Minnesota Statutes 2002, section 336.9-314, is amended to read: 
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, or electronic 
documents may be perfected by control of the collateral under section—336.7—106, 
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, er letter of credit rights, or electronic documents is perfected 
by.control under section 336.7—106, 336,9-104_,_336.9—105, or 336.9-107 when the 
secured party obtains control and remains perfected by control only while the secured 
party retains control. 

A

, 

(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 
" 

(2) one of the following occurs: 

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

(B) if the collateral is an uncertificated security, the issuer has registeredor 
registers the debtor as the registered owner; or 

(C), if the collateral is a security entitlement, the debtor is or becomes the 
entitlement holder. . 

Sec..27. Minnesota Statutes 2002, section 336.9-317, is atilended to read: 
'336.9—3 I7 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 lien is subordinate to the rights of: 
(1) a person entitled to priority under section 3369-322; and ~ 

(2) except as otherwise provided in subsection (c), a personthat becomes a lien 
creditor before the earlier of the time: 

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

documents, goods, instruments, or a security certificate takes free of a security interest 
or agricultural lien if the buyer gives value and receives delivery of the collateral 
without knowledge of the security interest or agricultural lien and before it is perfected. 

(c) LESSEES THAT RECEIVE DELIVERY. Except as otherwise provided in 
subsection (e), a lessee of goods takes free of a security interest or agricultural lien if 
the lessee gives value and receives delivery of the collateral without knowledge of the 
security interest or -agricultural lien and before 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, electronic documents, general intangibles, or investment property other 
than a certificated security takes free of a security interest if the licensee or buyer gives 
value without knowledge of the security interest and before it is perfected. 

(e) PURCHASE-MONEY SECURITY INTEREST. Except as otherwise pro- 
vided in sections 3369-320 and 336.9—32l, 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 takes priority over the rights of 
a buyer, lessee, or lien creditor which arise between the time the security interest 
attaches and the time of filing. 

Sec. 28. Minnesota Statutes 2002, section 336.9—338, is amended to read: 

336.9—338 PRIORITY OF SECURITY INTEREST OR AGRICULTURAL 
LIEN PERFECTED BY FILED FINANCING STATEMENT PROVIDING CER- 
TAIN INCORRECT INFORMATION. 

If a security interest or agricultural lien is perfected by 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: 

(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 reasonable reliance upon the incorrect 
information; and 

(2) a purchaser, other than a secured party, of the collateral takes free of the 
security interest or agricultural lien to the extent that, in reasonable reliance upon the 
incorrect information, the purchaser gives value and, in the case of tangible chattel 
paper, tangible documents, goods, instruments, or a security certificate, receives 

delivery of the collateral. 

Sec. 29. Minnesota Statutes 2002, section 336.9-601, is amended to read: 

336.9-601 RIGHTS AFTER DEFAULT; JUDICIAL ENFORCEMENT; 
CONSIGNOR OR BUYER OF ACCOUNTS, CHATTEL PAPER, PAYMENT 
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INTANGIBLES, OR PROMISSORY NOTES. 
(a) RIGHTS OF SECURED PARTY AFTER DEFAULT. After default, a 

secured party has the rights provided in this part and, except as otherwise provided in 
section 336.9-602, -those provided_ by agreement of the parties. A secured party: 

(1) may reduce a claim to judgment, foreclose, or otherwise enforce the claim, 
security interest, or agricultural lien by any available judicial 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 control of collateral under 
section 336.7-106, 3369-104, 3369-105, 336.9-106, or 336.9~107 has the rights and 
duties provided in section 336.9-207. 

(c) RIGHTS CUMULATIVE; SIMULTANEOUS EXERCISE. The rights 
under 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 and an obligor have the 
rights provided in this part and by agreement of the parties. 

(e) LI_EN 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 earliest 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 lien by judicial procedure within the meaning of this 
section. A secured party may purchase at the sale and thereafter hold the collateral free 
of any other requirements of thisarticle. 

(g) CONSIGNOR OR BUYER OF CERTAIN RIGHTS TO PAYMENT. 
Except as otherwise provided in section 336.9-607(c), this part imposes no duties upon 
a secured party that is a consignor or is a buyer of accounts, chattel paper, payment 
intangibles, or promissory notes. 

(11) A person may not begin to enforce a security interest in collateral that is 
agricultural property subject to sections 583.20 to 583.32 that has secured a debt of 
more than $5,000 unless: a mediation notice under subsection (i) is served on the 
debtor after a condition of default has occurred in the security agreement and a copy 
served on the director of the agricultural extension service; and the debtor and creditor 
have completed mediation under sections 583.20 to 583..32; or as otherwise allowed 
under sections 583.20 to 583.32.‘ 
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(i) Amediation notice under subsection (h) must contain the following notice with 
the blanks properly filled in. 

“TO: ...(Name of Debtor)... 

YOU HAVE DEFAULTED ON THE ...(Debt in Default)... SECURED BY 
AGRICULTURAL PROPERTY DESCRIBED AS ...(Reasonable Description of Ag- 
ricultural Property Collateral)... 

AS A SECURED PARTY, ...(Name of Secured Party)... INTENDS TO EN- 
FORCE THE SECURITY AGREEMENT AGAINST THE AGRICULTURAL PROP- 
ERTY DESCRIBED ABOVE BY REPOSSESSING, FORECLOSING ON, OR 
OBTAINING A COURT JUDGMENT AGAINST THE PROPERTY. 

YOU HAVE THE RIGHT TO HAVE THE DEBT REVIEWED FOR MEDIA~ 
TION. IF YOU REQUEST MEDIATION, A DEBT THAT IS IN DEFAULT WILL BE 
MEDIATED ONLY ONCE. IF YOU DO NOT REQUEST MEDIATION, THIS DEBT 
WILL NOT BE SUBJECT TO FUTURE MEDIATION IF THE SECURED PARTY 
ENFORCES THE DEBT. 

IF YOU PARTICIPATE IN MEDIATION, THE DIRECTOR OF THE AGRI- 
CULTURAL EXTENSION SERVICE WILL PROVIDE AN ORIENTATION MEET- 
ING AND A FINANCIAL ANALYST TO HELP YOU TO PREPARE FINANCIAL 
INFORMATION. IF YOU DECIDE TO PARTICIPATE IN MEDIATION, IT WILL 
BE TO YOUR ADVANTAGE TO ASSEMBLE YOUR FARM FINANCE AND 
OPERATION RECORDS AND TO CONTACT A COUNTY EXTENSION OFFICE 
AS SOON AS POSSIBLE. MEDIATION WILL ATTEMPT TO ARRIVE AT AN 
AGREEMENT FOR HANDLING FUTURE FINANCIAL RELATIONS. 

TO HAVE THE DEBT REVIEWED FOR MEDIATION YOU MUST FILE A 
MEDIATION REQUEST WITH THE DIRECTOR WITHIN 14 DAYS AFTER YOU 
RECEIVE THIS NOTICE. THE MEDIATION REQUEST FORM IS AVAILABLE AT 
ANY COUNTY RECORDER’S OR COUNTY EXTENSION OFFICE. 

FROM: ...(Name and Address of Secured Party)...” 

ARTICLE 6 

MISCELLANEOUS CONFORMING CHANGES 
‘ 

Section 1. Minnesota Statutes 2002, section 234.27, is amended to read: 

234.27 UNIFORM COMMERCIAL CODE TO APPLY. 
The provisions of article 7 of the Uniform Commercial Code relative to the 

negotiation, transfer, sale, or endorsement of warehouse receipts, apply, to the extent 
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possible, to the negotiation, transfer, sale, or endorsement of certificates under this 
chapter. 

For the purpose of application of the Uniform Commercial Code: 

(a) A certificate authorized by the department which evidences the storing of grain 
under this chapter is a document of title as defined in section 336.1-201, clause (15). 

(b) A person who has title to and possession of grain stored under this chapter is 
a warehouse operator as defined in section 336.7—102; el-aase (-1999 (a)(3). 

Sec. 2. Minnesota Statutes 2002, section 514.973, is amended to read: 
514.973 ENFORCEMENT or LIEN. ' 

An owner’s lien established under sections 514.970 to 514.979 for a claim that has 
become due must be enforced in the same manner as wareheuse operator’-s ware- 
house’s liens under section 336.7-210. ' ‘ 

ARTICLE 7 

‘ UNIFORM COMMERCIAL CODE ARTICLES 3 AND '4 
CHANGES INVOLVING WARRANTIES ON REMOTELY CREATED ITEMS 

Section 1. Minnesota Statutes 2003 Supplement, section 336.3-416, is amended to 
read: 

336.3-416 TRANSFER WARRANTIES. 
(a) A person who transfers an instrument for consideration warrants to the 

transferee and, if the transfer is by endorsement, to any subsequent transferee that: 

(1) the warrantor is a person entitled to enforce the instrument; 

(2) all signatures on the instrument are authentic and authorized; 

(3) the instrument has not been altered; 

(4) the instrument is not subject to a defense or claim in recoupment of any party 
which can be asserted against the warrantor; 

(5) the wairantor has no knowledge of any insolvency proceeding commenced 
with respect to the maker or acceptor or, in the case of an unaccepted draft, the drawer; 
and 

(6) with respect to a remotely-created item, the person on whose account the item 
is drawn authorized the issuance of the item in the amount for which the item is drawn. 
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(b) A person to whom the warranties under subsection (a) are made and who took 
the instrument in good faith may recover from the warrantor as damages for breach of 
warranty an amount equal to the loss suffered as .a result of the breach, but not more 
than the amount of the instrument plus expenses and loss of interest incurred as a result 
of the breach. 

(c) The warranties stated in subsection (a) cannot be disclaimed with respect to 
checks. Unless notice of a claim for breach of warranty is given to the warrantor within 
30 days after the claimant has reason to know of the breach and the identity of the 
warrantor, the liability of the warrantor under subsection (b) is discharged‘ to the extent 
of any loss caused by the delay in giving notice of the claim. 

(d) A cause of action for breach of warranty under this section accrues when the. 
claimant has reason to know of the breach. 

(e) Ne A claim for breach of the warranty in subsection (a)(6) is available against 
a persen to whiela an item was transferred previous transferor of the item only to the 
extent that under applicable law (including the applicable choice-of—lavTpTirFp_les) the 
person that transferred all previous transferors of the item to that person did not make 

the warranty in sir-bsection (a)(6).
_ 

Sec. 2. Minnesota Statutes 200_3 Supplement, section 336.3-417, is amended to 
read: 

336.3-417 PRESENTMENT WARRANTIES. 
(a) If an unaccepted draft is presented to the drawee for payment or acceptance 

and the drawee pays or accepts the draft, (i) the person obtaining payment or 
acceptance, at the time of presentment, and (ii) a previous transferor of"the draft, at the 
time of transfer, warrant to the drawee making payment or accepting the draft in good‘ 
faith that: 

(1) the warrantor is, or was, at the time the warrantor transferred the draft, a 
person entitled to enforce the draft or authorized to obtain paym_ent.or acceptance of 
the draft on behalf of a erson entitled to enforce the draft;P 

(2) the draft has not been altered; 

(3) the warrantor has no knowledge that the signature of the drawer of the draft 
is unauthorized; and 

(4) with respect to any remotely-created item, the person on whose account the 
item is drawn authorized the issuance of the item in the amount for which the item is 
drawn.

' 

(b) A drawee making payment may recover from any warrantor damages for 
breach of warranty equal to the amount paid by the drawee less the amount the drawee 
received or is entitled to receive from the drawer because of the payment. In addition, 
the drawee is entitled to compensation for expenses and loss of interest resulting from 
the breach. The right of the drawee to recover damages under this subsection is not 
affected by any failure of the drawee to exercise ordinary care in making payment. If 
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the drawee accepts the draft, breach of warranty is a defense to the obligation of the 
acceptor. If the acceptor makes payment with respect to the draft, the acceptor is 
entitled to recover from any warrantor for breach of warranty the amounts stated in this 
subsection. 

(c) If a drawee asserts a claim for breach of warranty under subsection (a) based 
on an unauthorized endorsement of the draft or an alteration of the draft, the warrantor 
may defend by proving that the endorsement is effective under section 336.3-404 or 
336.3-405 or the drawer is. precluded under section 336-.3-406 or 336.4-406 from 
asserting against the drawee the unauthorized endorsement or alteration. 

(d) If (i) a dishonored draft is presented for payment to the drawer or an endorser 
or (ii) any other instrument is presented for payment to a party obliged’ to pay the 
instrument, and (iii) payment is received, the following rules apply: 

( 1-) The person‘ obtaining payment and a prior transferor of the instrument warrant 
to the person making payment in good faith that the warrantor is, or was, at the time 
the warrantor transferred the instrument, a person entitled to enforce the instrument or 
authorized to obtain payment on behalf of a person entitled to enforce the instrument. 

(2) The person making payment may recover from any warrantor for breach of 
warranty an amount equal to the amount paid plus expenses and loss of interest 
resulting from the breach. 

(e) The warranties stated in subsections (a) and (d) cannot be disclaimed with 
respect to checks. Unless notice of a claim for breach of warranty is given to the 
warrantor within 30 days after the claimant has reason to know of the breach and the 
identity of the warrantor, the liability of the warrantor under subsection (b) or (d) is 
.discharged to the extent of any loss caused by the delay in giving notice of the claim. 

(f) A cause of action for breach of warranty under this section accrues when the 
claimant has reason to know of the breach. 

(g) NSA claim for breach of the warranty in subsection (a)(4) is available against 
a peasant to whieh an item was ttansferared previous transferor of the item only to the 
extent that under applicable law (including the applicable choicczforf-—h1w-p—ririciples) the 
petsen that transferred all previous transferors of the item to that petsen did net make 
_m_ade the warranty in sfiasection (a)(4).

— 
Sec. 3. Minnesota Statutes 2003 Supplement, section 336.4-207, is amended to 

read: ‘ 

336.4-207 TRANSFER WARRANTIES. 
(a) A customer or collecting bank that transfers an item. and receives a settlement 

or other consideration warrants to the transferee and to any subsequent collecting bank 
that: 

(1) the warrantor is a person entitled to enforce the item; 

(2) all signatures on- the item are authentic and authorized; 
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(3) the item has not been altered; 

(4) the item is not subject to a defense or claim in recoupment (section 

336.3—305(a)) of any party that can be asserted against the warrantor; 

(5) the warrantor has no knowledge of any insolvency proceeding commenced 
with respect to the maker or acceptor or, in the case of an unaccepted draft, the drawer; 
and 

(6) with respect to any remotely—created item, the person on whose account the 
item is drawn authorized the issuance of the item in the amount for which the item is 
drawn. 

(b) If an item is dishonored, a customer or collecting bank transferring the item 
and receiving settlement or other consideration is obliged to pay the amount due on the 
item (i) according to the terms of the item at the time it was transferred, or (ii) if the 
transfer was of an incomplete item, according to its terms when completed as stated in 
sections 3363-115 and 336.3-407. The obligation of a transferor is owed to the 
transferee and to any subsequent collecting bank that takes the item in good faith. A 
transferor cannot disclaim its obligation under this subsection by an endorsement 
stating that it is made “without recourse” or otherwise disclaiming liability. 

(c) A person to whom the warranties under subsection (a) are made and who took 
the item in good faith may recover from the warrantor as damages for breach of 
warranty an amount equal to the loss suffered as a result of the breach, but not more 
than the amount of the item plus expenses and loss of interest incurred as a result of 
the breach. 

((1) The warranties stated in ‘subsection (a) cannot be disclaimed with respect to 
checks. Unless notice of a claim for breach of warranty is given to the warrantor within 
30 days after the claimant has reason to know of the breach and the identity of the 
warrantor, the warrantor is discharged to the extent of any loss caused by the delay in 
giving notice of the claim. 

(e) A cause of action for breach of warranty under this section accrues when the 
claimant has reason to know of the breach. 

(f) Ne A claim for breach in the warranty in subsection (a)(6) is available against 
a person te whieh an item was transferred previous transferor of the item only to the 
extent that under applicable law (including the applicable choiceTof:E1\Wirici_ples) the 
person that transferred a_ll previous transferors of the item to that person did net make 

the warranty in subsection (a)(6).
- 

Sec. 4. Minnesota Statutes 2003 Supplement, section 336.4—208, is amended to 
read: 

336.4-208 PRESENTMENT WARRANTIES. 
(a) If an unaccepted draft is presented to the drawee for payment or acceptance 

and the drawee pays or accepts the draft, (i) the person obtaining payment or 
acceptance, at the time of presentment, and (ii) a previous transferor of the draft, at the 
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time of transfer, warrant to the drawee that pays or accepts the draft in good faith that: 
(1') the warrantor is, or was, at the time the warrantor transferred the draft, a 

person entitled to enforce the draft or authorized to obtain payment or acceptance‘of 
the draft on behalf of ap-person entitled to enforce the draft; 

(2) the draft has not been altered; 

(3) the warrantor -has no knowledge that the signature of the purported drawer of 
the draft is unauthorized"; and 

(4) with respect to any remotely-created item, the person on whose account the 
item is drawn authorized the issuance of the item in the amount for which the item is 
drawn, 

(b) A drawee making payment may recover from a warrantor ‘damages for breach 
of warranty equal to the amount paid by the drawee less the amount the drawee 
received or is entitled to receive from the drawer because of the payment. In addition, 
the d'rawee is entitled“ to compensation for expenses and loss of interest resulting from 
the breach. The right of the drawee to recover damages under this subsection is not 
affected by any failure of the drawee to exercise ordinary care in making payment. If 
the drawee accepts the draft (i) breach of warranty is a defense to the obligation of the 
acceptor, and (ii) if the acceptor makes payment with respect to the draft, the acceptor 
is entitled to recover from a warrantor for breach of warranty the amounts stated in this 
subsection.

A 

(c) If a drawee asserts a claim for breach of warranty under subsection (a) based 
on an unauthorized endorsement of the dra'ft or an alteration of the draft, the warrantor 
may defend by proving that the endorsement is effective under section 3363-404 or 
336.3-405 or the drawer is precluded under section 336.3-406 or 336.4-406 from 
asserting against the drawee the unauthorized endorsement or alteration. 

(d) If (i) a dishonored draft is presented for payment to the drawer or an endorser 
or (ii) any other item is presented for payment to a party obliged to pay the item, and 
the item is paid, the person obtaining payment and a prior transferor of the item warrant 
to the person making payment in good faith that the warrantor is, or was, at the time 
the warrantor transferred the item, a person entitled to enforce the item or authorized 
to obtain payment’ on behalf of a person entitled to enforce the item. The person 
making payment may recover from any warrantor for breach of warranty an amount 
equal‘ to the amount paid plus expenses and loss of "interest resulting from the breach. 

(e) The warranties stated in subsections (a) and (d) cannot be disclaimed with 
respect to checks. Unless notice of a claim for breach of warranty is given to the 
warrantor within 30 days after the claimant has reason to know of the breach and the 
identity of the warrantor, the wairantor is discharged to the extent of any loss caused 
by the delay in giving notice of the claim. 

(f) A cause of action for breach of warranty under this section accrues when the 
claimant has reason to know of the breach. V 
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(g) No A claim for breach of the warranty in subsection (a)(4) is available against 
a person to xyhieh an item was transferred previous transferor of the item 9_nl_y_ to the 
extent that under applicable law (including the applicableVchoiceiofilayvnprinciple) the 
person that transfeued all previous transferors of the item to that person did not make 
made the warranty in subsection (a)(4).

~ 
Presented to the governor April 22, 2004 

Signed by the governor April 26, 2004, 3:30 p.m. 

CHAPTER 163—H.F.N0. 995 
An act relating to utilities.‘ modifying notice and plan requirements before excavating 

around utility facilities; making technical and clarifying changes; amending Minnesota Statutes 
2002, sections 216D.01, by adding a subdivision: 2] 6D.04, subdivisions 1, 1 a, 2, 3, 4: 216D.05. 

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

Section 1. Minnesota Statutes 2002, section 216D.O1, is amended by adding a 

subdivision to read:
' 

Subd. 12. UTILITY QUALITY LEVEL. “Utility quality level” means a 

p1'ofeE)nal71)inion about the quality and reliability of utility infor‘ma—ti<)_r1-. There are 
four levels of utility quality—informatioE,_ranging from the most precise and reliab—1e_, £1 13 toffi least precise and reliable, level D. Thefiility quality level must be 
Ftmininaed in accordance witlfguidelines t§abliEedb—yTEe—(fo11st1ucti&fii1stit1TtEbi 
the American Society _o_f_C-iflvil Engineers in do‘cur—n—en#t—‘Cl/ASCE 38-O2 entitled 

7Standard Guidelines _f_o1_‘ Collection _aic1 Depiction of Existing Subsurface Utility 
Data.” 

Sec. 2. Minnesota Statutes 2002, section 2l6D.04, subdivision 1, is amended to 
read: .

' 

Subdivision 1. NOTICE REQUIRED; CONTENTS. (a) Except in an emer- 
gency, an excavator shall and a land surveyor may contact the notification center and 
provide an exc-avatien er leeatieu notice at least 48 hours, excluding Saturdays, 
Sundays, and holidays and not more than 14 calendar days‘ before beginning any 
excavation—?r Saturdays; and holidays. An 
excavation or boundary survey begins, for purposes of this requirement, the first time 
excavation or a boundary survey occurs in an area that was not previously identified 
by the excavator or land surveyor in an excavation or boundary survey file notice. 

(b) The exeewatien notice may be oral or written, and must contain the following 
information:

' 

(1) the name of the individual providing the exeavatien notice; 
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