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CHAPTER 135—S.F.No.10

[Coded in Part]

An act relating to certain commercial transactions; amending provisions of
the uniform commercial code governing secured transactions and related provi-
sions; amending Minnesota Statutes 1974, Chapter 336, by adding sections; and
Sections 336.1-105; 336.1-201; 336.2-107; 336.5-116; 336.9-102; 336.9-103; 336.9-104;
336.9-105; 336.9-106; 336.9-203; 336-9-204; 336.9-205; 336.9-301; 336.9-302; 336.9-
304; 336.9-305; 336.9-306; 336.9-307; 336.9-308; 336.9-312; 336.9-313; 336.9-318;
336.9-401; 336.9-402; 336.9-403; 336.9-404; 336.9-405; 336.9-406; 336.9-407; 336.9-
501; 336.9-502; 336.9-504; and 336.9-505; repealing Minnesota Statutes 1974, Section
336.9-408.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MIN-
NESOTA:

Section 1. Minnesota Statutes 1974, Section 336.1-105, is amended
to read:

336.1-105 UNIFORM COMMERCIAL CODE; SECURED TRANS-
ACTIONS; TERRITORIAL APPLICATION OF THE CHAPTER; PAR-
TIES* POWER TO CHOOSE APPLICABLE LAW. (1) Except as pro-
vided hereafter in this section, when a transaction bears a reasonable
relation to this state and also to another state or nation the parties
may agree that the law either of this state or of such other state or na-
tion shall govern their rights and duties. Failing such agreement this
chapter applies to transactions bearing an appropriate relation to this
state.

(2) Where one of the following provisions of this chapter specifies
the applicable law, that provision governs and a contrary agreement is
effective only to the extent permitted by the law (including the conflict
of laws rules) so specified:

Rights of creditors against sold goods. Section 336.2-402.

Applicability of the article on bank deposits and collections. Sec-
tion 336.4-102.

Bulk transfers subject to the article on bulk transfers. Section
336,6-102.

Applicability of the article on investment securities. Section 336.8-
106,

Pettey and seepe ef the article e» secured tronaaetiona. Seetiona
OOC.Q 103 and 336.0 103.

Perfection provisions of the article on secured transactions. Sec-
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tion 336.9-103.

Sec. 2. Minnesota Statutes 1974, Section 336.1-201, is amended to
read:

336.1-201 GENERAL DEFINITIONS. Subject to additional defini-
tions contained in the subsequent articles of this chapter which are ap-
plicable to specific articles or parts thereof, and unless the context oth-
erwise requires, in this chapter:

(1) "Action" in the sense of a judicial proceeding includes
recoupment, counterclaim, setoff, suit in equity and any other proceed-
ings in which rights are determined.

(2) "Aggrieved party" means a party entitled to resort to a rem-
edy.

(3) "Agreement" means the bargain of the parties in fact as found
in their language or by implication from other circumstances including
course of dealing or usage of trade or course of performance as pro-
vided in this chapter (sections 336.1-205 and 336.2-208). Whether an
agreement has legal consequences is determined by the provisions of
this chapter, if applicable; otherwise by the law of contracts (section
336.1-103). (Compare "Contract.")

(4) "Bank" means any person engaged in the business of banking.

(5) "Bearer" means the person in possession of an instrument,
document of title, or security payable to bearer or endorsed in blank.

(6) "Bill of lading" means a document evidencing the receipt of
goods for shipment issued by a person engaged in the business of
transporting or forwarding goods, and includes an airbill. "Airbill"
means a document serving for air transportation as a bill of lading
does for marine or rail transportation, and includes an air consignment
note or air waybill.

(7) "Branch" includes a separately incorporated foreign branch of
a bank.

(8) "Burden of establishing" a fact means the burden of persuad-
ing the triers of fact that the existence of the fact is more probable
than its nonexistence.

(9) "Buyer in ordinary course of business" means a person who in
good faith and without knowledge that the sale to him is in violation of
the ownership rights or security 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. All persons who sell
minerals or the like (including oil and gas) at wellhead or minehead
shall be deemed to be persons in the business of selling goods of that
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kind. "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.

(10) "Conspicuous": A term or clause is conspicuous when it is so
written that a reasonable person against whom it is to operate ought
to have noticed it. A printing heading in capitals (as: NON-
NEGOTIABLE BILL OF LADING) is conspicuous. Language in the
body of a form is "conspicuous" if it is in larger or other contrasting
type or color. But in a telegram any stated term is "conspicuous."
Whether a term or clause is "conspicuous" or not is for decision by the
court.

(11) "Contract" means the total legal obligation which results
from the parties' agreement as affected by this chapter and any other
applicable rules of law. (Compare "Agreement.")

(12) "Creditor" includes a general creditor, a secured creditor, a
lien creditor and any representative of creditors, including an assignee
for the benefit of creditors, a trustee in bankruptcy, a receiver in eq-
uity and an executor or administrator of an insolvent debtor's or assig-
nor's estate.

(13) "Defendant" includes a person in the position of defendant in
a cross-action or counterclaim.

(14) "Delivery" with respect to instruments, documents of title,
chattel paper or securities means voluntary transfer of possession.

(15) "Document of title" includes bill of lading, dock warrant,
dock receipt, warehouse receipt or order for the delivery of goods, and
also any other document which in the regular course of business or fi-
nancing is treated as adequately evidencing that the person in posses-
sion of it is entitled to receive, hold and dispose of the document and
the goods it covers. To be a document of title a document must pur-
port to be issued by or addressed to a bailee and purport to cover
goods in the bailee's possession which are either identified or are fun-
gible portions of an identified mass.

(16) "Fault" means wrongful act, omission or breach.

(17) "Fungible" with respect to goods or securities means goods
or securities of which any unit is, by nature or usage of trade, the
equivalent of any other like unit. Goods which are not fungible shall be
deemed fungible for the purposes of this chapter to the extent that un-
der a particular agreement or document unlike units are treated as
equivalents.

(18) "Genuine" means free of forgery or counterfeiting.
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(19) "Good faith" means honesty in fact in the conduct or trans-
action concerned.

(20) "Holder" means a person who is in possession of a document
of title or an instrument or an investment security drawn, issued or en-
dorsed to him or to his order or to bearer or in blank.

(21) To "honor" is to pay or to accept and pay, or where a credit
so engages to purchase or discount a draft complying with the terms
of the credit.

(22) "Insolvency proceedings" includes any assignment for the
benefit of creditors or other proceedings intended to liquidate or reha-
bilitate the estate of the person involved.

(23) A person is "insolvent" who either has ceased to pay his
debts in the ordinary course of business or cannot pay his debts as
they become due or is insolvent within the meaning of the federal
bankruptcy law.

(24) ''Money" means a medium of exchange authorized or
adopted by a domestic or foreign government as a part of its currency.

(25) A person has "notice" of a fact when

(a) he has actual knowledge of it; or

(b) he has received a notice or notification of it; or

(c) from all the facts and circumstances known to him at the time
in question he has reason to know that it exists.

A person "knows" or has "knowledge" of a fact when he has ac-
tual knowledge of it. "Discover" or "learn" or a word or phrase of sim-
ilar import refers to knowledge rather than to reason to know. The
time and circumstances under which a notice or notification may cease
to be effective are not determined by this chapter.

(26) A person "notifies" or "gives" a notice or notification to an-
other by taking such steps as may be reasonably required to inform
the other in ordinary course whether or not such other actually comes
to know of it. A person "receives" a notice or notification when

(a) it comes to his attention; or

(b) it is duly delivered at the place of business through which the
contract was made or at any other place held out by him as the place
for receipt of such communications.

(27) Notice, knowledge or a notice or notification received by an
organization is effective for a particular transaction from the time
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when it is brought to the attention of the individual conducting that
transaction, and in any event from the time when it would have been
brought to his attention if the organization had exercised due diligence.
An organization exercises due diligence if it maintains reasonable rou-
tines for communicating significant information to the person conduct-
ing the transaction and there is reasonable compliance with the rou-
tines. Due diligence does not require an individual acting for the
organization to communicate information unless such communication
is part of his regular duties or unless he has reason to know of the
transaction and that the transaction would be materially affected by
the information.

(28) "Organization" includes a corporation, government or gov-
ernmental subdivision or agency, business trust, estate, trust, partner-
ship or association, two or more persons having a joint or common in-
terest, or any otner legal or commercial entity.

(29) "Party," as distinct from "third party," means a person who
has engaged in a transaction or made an agreement within this chap-
ter.

(30) "Person" includes an individual or an organization (see sec-
tion 336.1-102).

(31) "Presumption" or "presumed" means that the trier of fact
must find the existence of the fact presumed unless and until evidence
is introduced which would support a finding of its non-existence.

(32) "Purchase" includes taking by sale, discount, negotiation,
mortgage, pledge, lien, issue or re-issue, gift or any other voluntary
transaction creating an interest in property.

(33) "Purchaser" means a person who takes by purchase.

(34) "Remedy" means any remedial right to which an aggrieved
party is entitled with or without resort to a tribunal.

(35) "Representative" includes an agent, an officer of a corpora-
tion or association, and a trustee, executor or administrator of an es-
tate, or any other person empowered to act for another.

(36) "Rights" includes remedies.

(37) "Security interest" means an interest in personal property or
fixtures which secures payment or performance of an obligation. The
retention or reservation of title by a seller of goods notwithstanding
shipment or delivery to the buyer (section 336.2^401) is limited in ef-
fect to a reservation of a "security interest." The term also includes
any interest of a buyer of accounts ,—or chattel paper 7 er contract
righto which is subject to article 9. The special property interest of a
buyer of goods on identification of such goods to a contract for sale
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under section 336.2-401 is not a "security interest," but a buyer may
also acquire a "security interest" by complying with article 9. Unless a
lease or consignment is intended as security, reservation of title there-
under is not a "security interest" but a consignment is in any event
subject to the provisions on consignment sales (section 336.2-326.)
Whether a lease is intended as security is to be determined by the facts
of each case; however, (a) the inclusion of an option to purchase does
not of itself make the lease one intended for security, and (b) an agree-
ment that upon compliance with the terms of the lease the lessee shall
become or has the option to become the owner of the property for no
additional consideration or for a nominal consideration does make the
lease one intended for security.

(38) "Send" in connection with any writing or notice means to
deposit in the mail or deliver for transmission by any other usual
means of communication with postage or cost of transmission pro-
vided for and properly addressed and in the case of an instrument to
an address specified thereon or otherwise agreed, or if there be none to
any address reasonable under the circumstances. The receipt of any
writing or notice within the time at which it would have arrived if
properly sent has the effect of a proper sending.

(39) "Signed" includes any symbol executed or adopted by a
party with present intention to authenticate a writing.

(40) "Surety" includes guarantor.

(41) "Telegram" includes a message transmitted by radio, tele-
type, cable, any mechanical method of transmission, or the like.

(42) "Term" means that portion of an agreement which relates to
a particular matter.

(43) "Unauthorized" signature or endorsement means one made
without actual, implied or apparent authority and includes a forgery.

(44) "Value": Except as otherwise provided with respect to nego-
tiable instruments and bank collections (sections 336.3-303, 336.4-208
and 336.4-209) a person gives "value" for rights if he acquires them

(a) in return for a binding commitment to extend credit or for the
extension of immediately available credit whether or not drawn upon
and whether or not a chargeback is provided for in the event of diffi-
culties in collection; or

(b) as security for or in total or partial satisfaction of a preexist-
ing claim; or

(c) by accepting delivery pursuant to a preexisting contract for
purchase; or
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(d) generally, in return for any consideration sufficient to support
a simple contract.

(45) "Warehouse receipt" means a receipt issued by a person en-
gaged in the business of storing goods for hire.

(46) "Written" or "writing" includes printing, typewriting or any
other intentional reduction to tangible form.

Sec. 3. Minnesota Statutes 1974, Section 336.2-107, is amended to
read:

336.2-107 GOODS TO BE SEVERED FROM REALTY; RECORD-
ING. (1) A contract for the sale of timber, minerals or the like (includ-
ing oil and gas) or a structure or its materials to be removed from
realty is a contract for the sale of goods within this article if they are
to be severed by the seller but until severance a purported present sale
thereof which is not effective as a transfer of an interest in land is ef-
fective only as a contract to sell.

(2) A contract for the sale apart from the land of growing crops
or other things attached to realty and capable of severance without
material harm thereto but not described in subsection (1) or of timber
to be cut is a contract for the sale of goods within this article whether
the subject matter is to be severed by the buyer or by the seller even
though it forms part of the realty at the time of contracting, and the
parties can by identification effect a present sale before severance.

(3) The provisions of subsection (1) of this section are subject to
any third party rights provided by the law relating to realty records,
and the contract for sale may be executed and recorded as a document
transferring an interest in land and shall then constitute notice to third
parties of the buyer's rights under the contract for sale.

Sec. 4. Minnesota Statutes 1974, Section 336.5-116, is amended to
read:

336.5-116 TRANSFER AND ASSIGNMENT. (1) The right to draw
under a credit can be transferred or assigned only when the credit is
expressly designated as transferable or assignable.

(2) Even though the credit specifically states that it is nontrans-
ferable or nonassignable the beneficiary may before performance of
the conditions of the credit assign his right to proceeds. Such an as-
signment is an assignment of a contract n@ht-an account under article
9 on secured transactions and is governed by that article except that

(a) the assignment is ineffective until the letter of credit or advice
of credit is delivered to the assignee which delivery constitutes perfec-
tion of the security interest under article 9; and
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(b) the issuer may honor drafts or demands for payment drawn
under the credit until it receives a notification of the assignment signed
by the beneficiary which reasonably identifies the credit involved in
the assignment and contains a request to pay the assignee; and

(c) after what reasonably appears to be such a notification has
been received the issuer may without dishonor refuse to accept or pay
even to a person otherwise entitled to honor until the letter of credit or
advice of credit is exhibited to the issuer.

(3) Except where the beneficiary has effectively assigned his right
to draw or his right to proceeds, nothing in this section limits his right
to transfer or negotiate drafts or demands drawn under the credit.

Sec. 5. Minnesota Statutes 1974, Section 336.9-102, is amended to
read:

336.9-102 POLICY AND SUBJECT MATTER OF ARTICLE. (1)
Except as otherwise provided in section 336.&-1Q3 en multiple state

and in section 336.9-104 on excluded transactions, this ar-
ticle applies so far as concerns any personal property and fixtures
within the jurisdiction ef this state

(a) to any transaction (regardless of its form) which is intended to
create a security interest in personal property or fixtures including
goods, documents, instruments, general intangibles, chattel paper ror
accounts or contract righto ; and also

(b) to any sale of accounts •; contract rights or chattel paper.

(2) This article applies to security interests created by contract in-
cluding pledge, assignment, chattel mortgage, chattel trust, trust deed,
factor's lien, equipment trust, conditional sale, trust receipt, other lien
or title retention contract and lease or consignment intended as secu-
rity. This article does not apply to statutory liens except as provided in
section 336.9-310.

(3) The application of this article to a security interest in a se-
cured obligation is not affected by the fact that the obligation is itself
secured by a transaction or interest to which this article does not ap-
ply.

Sec. 6. Minnesota Statutes 1974, Section 336.9-103, is amended to
read:

336.9-103 PERFECTION OF SECURITY INTERESTS IN MULTI-
PLE STATE TRANSACTIONS. ̂  tf the office where the assignor of
accounts or contract rights keeps his records concerning them is in
this state; the validity and perfection ef « security interest therein and
the possibility and effect of proper filing is gowrncd by this afttete,'
otherwise by the taw (including the conflict of *aws rulea) of the juris-
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diction where s«eh office is located.

4 J9 1 TT tflc Cftr^r pittCt TJT DU9HrC99 Or

article governs the validity and perfection ef a oocurity interest and the
possibility and effect ef proper filing with regard te general intangibles
OF Wrtft rtfiSrQ tO EOt* "̂* OB tt *ypC TrtTiTCft ftPC RQ^^nEtny T*9d> 111 HiO*C

them ene jurifldietion {such as automotive equipment, rolling stock? air-
planca, read building equipment, commercial harvesting equipment,
construction machinery and the like) if auch goods are classified as
equipment e» cioooified as inventory by reason ef- their being leased by
the debtor te ethers. Otherwise, the law (including the conflict of tews

CfUCT ]3l€IO£ &r DU9U1C99 T3 lOOCttOQ
shall govern, If the chief place ef busincoo is located in a juriodiotion
WrtllC" OOCS HOl pPQVlQC FOr pCWCCtlOfl Or tnC SCCUPtty IFItCrCSl Oy fill fig
er recording in that juriodiction, then the security intcrcot may be per-
fected by £Uttg in this state. i=er the purpose e* determining the valid-
ity and perfection ef- a security interest in an airplane, the chief pktee
Or DUO 1FIC 99 Or ft QCOtOP iVflO t9 ft lOPftt^ft fttf ^ftMfCf UftQd1 CflC r^QCfftr

Aviation Act e* 1058, as amended, is the designated effiee ef the agent
upen whom service ef process may be made en behalf ef the debtor?

(3) if personal property other than that governed by aubocctions
£4) end (3) is already subject te a accurity intcrcot when it is brought
i«te this state; the validity ef the security interest in this state is te be

tftC 1ft W \ IflCl UCttTl^ tttC COfllllCt Or lflW9 ItttcS^ Or tUC

risdietion where the property was when the security interest nttaohod.
However, tf the parties te the transaction understood at the time that

SCtlrtty HWCfCSt fl'tuCllOO CAQC LnC pI*Opd^y SVOtllQ OC flCpt Hr tfU9
cknQ IT Vrct9 OPOr'̂ '*^ inTv trHW fltftvC ^n^TftriT OV uBjr9 ft^tC* LiHJ SCCtl"

rity interest ftttachod far purposes ether than tronopertation through
this state; then the validity ef the security interest in this state is te be
dctciTniiicd by the law ef this stater if the security intercat was already
perfected under the tew ef the jurisdiction where the property was
whet* the security interest attached and before being brought inte this
state? the security intcrcDl continues perfected trt this state tor four

feeted in this state. The security interest may also be perfected in this
state after the expiration ef the few month period; in such ease pcrfcc-
tien dates fren* the time ef perfection in this stater Jf the security inter-
est was net perfected wider the law ef the jurisdiction where the prop
erty was when the security interest attached and before being brought
inte this state; it may be perfected in this state? in stteh ease perfection
dates frem the time ef perfection in this state?

(4} Notwithstanding subsections {3} and &}-, tf personal property
is covered by a ccrtificotc ef tttte issued under a statute ef this state er
any ether jurisdiction which requires indication en a certificate ef title
ef any security interest in the property as a condition ef perfection,
then the perfection is governed by the tew ef the jurisdiction which is-
suedthe certificate.
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(6) Nutwitlutonding oubocction fH and seetieo 336.0 303 tf the ef-
fiee where the assignor ef accounts e* contract rights keeps his re-
CQPQ9 COY1OC i^rfelFlfi UlCfil 19 IOC lOOQlGO tft ft J UI*19OlCu Of) WFlllCn IS ft p€H*c
ef- the United States; its tcrrrtortes er possessions, and the aeeotmts er
GOfllPCtCt 1"tgftt9 €HPC WrttrltTi tflC jrirKSQlOtlOTl Or till 9 freftt^ Ol* tftC tPCUHSCLC
tie» which creates the ooourity interest otherwise bears an appropriate
relation te this aiotc, this article govcrna the validity and perfection ef-
the security interest and the security interest may e«*y be perfected by
notification te the account debtor.

(1) Documents! instruments and ordinary goods.

(a) This subjection applies to documents and instruments and to
goods other than those covered by a certificate of title described in
subsection (2). mobile goods described in subsection (3). and minerals
described in subsection (5).

(b) Except a§ otherwise provided in this subsection, perfection
and the effect of perfection or nonperfection of a security interest in
collateral are governed by the law of the jurisdiction where the collat:
era! is when the last event occurs on which is based the assertion that
the security interest is perfected or unperfected.

(c) If the parties to a transaction creating a purchase money secu^
rity interest in goods in one jurisdiction understand at the time that the
security interest attaches that the goods will be kept in another juris-
diction, then the law of the other jurisdiction governs the perfection
and the effect of perfection or nonperfection of the security interest
from the time it attaches until 30 days after the debtor receives posses^
sion of the goods and thereafter if the goods are taken to the other ju^
risdiction before tjie end of the 30 day period.

(d) When collateral is brought into and kept in this state while
subject to a security interest perfected under the law of the jurisdiction
from which the collateral was removed, the security interest remains
perfected, but if action is required by part 3 of this article to perfect
the security interest,

(i) if the action is not taken before the expiration of the period of
perfection in the gther jurisdiction or the end of four months after the
collateral is brought into this state, whichever period first expires, the
security interest becomes unperfected at the end of that period and is
thereafter deemed to have been unperfected as against a person who
became a purchaser after removal;

(ii) if the action is taken before the expiration of the period sped;
fied in subparagraph (i). the security interest continues perfected
thereafter;

(iii) for the gurpose of priority over a buyer of consumer goods
(subsection £2) of section 336.9-307). the period of the effectiveness of
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a filing in the jurisdiction from which the collateral is removed is gov-
erned by the rules with respect to perfection in subparagraphs (i) and
fill

(2) Certificate of title.

(a) This subsection applies to goods covered by a certificate of ti;
tie issued under a statute of this state or of another jurisdiction under
the law of which indication of a security interest on the certificate is
required as a condition of perfection.

(b) Except as otherwise provided in this subsection, perfection
and the effect of perfection or nonperfection of the security interest
are governed by the law (including the conflict of laws rules) of the ju-
risdiction issuing the certificate until four months after the goods are
removed from that jurisdiction and thereafter until the goods are regis-
tered in another jurisdiction, but in any event not beyond surrender of
the certificate^ After the expiration of that period, the goods are not
covered bv the certificate of title within the meaning of this section.

(c) Except with respect to the rights of a buyer described in the
next paragraph, a security interest, perfected in another jurisdiction
otherwise than by notation on a certificate of title, in goods brought
into this state and thereafter covered by a certificate of title issued bv
this state is subject to the rules stated in paragraph (d) of subsection
ca

(d) If goods are brought into this state while a security interest
therein is perfected in any manner under the law of the jurisdiction
from which the goods are removed and a certificate of title is issued by
this state and the certificate does not show that the goods are subject
to the security interest or that they may be subject to security interests
not shown on the certificate, the security interest is subordinate to the
rights of a buyer of the goods who is not in the business of selling
goods of that kind to the extent that he gives value and receives deliv-
ery of the goods after issuance of the certificate and without knowl-
edge of the security interest.

(3) Accounts, general intangibles and mobile goods.

(a) This subsection applies to accounts (other than an account de-
scribed in subsection (5) on minerals) and general intangibles and to
goods which are mobile and which are of a type normally used in more
than one jurisdiction, such as motor vehicles, trailers, rolling stock, air-
planes, shipping containers, road building and construction machinery
and commercial harvesting machinery and the like, if the goods are
equipment or are inventory leased or held for lease by the debtor to
others, and are not covered by a certificate of title described in subsec-
tion (2).

(b) The law (including the conflict of laws rules) of the jurisdic-
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tion in which the debtor is located governs the perfection and the ef-
fect of perfection or nonperfection of the security interest.

(c) If, however, the debtor is located in a jurisdiction which is not
a part of the United States, and which does not provide for perfection
of the security interest by filing or recording in that jurisdiction, the
law of the jurisdiction in the United States in which the debtor has its
major executive office in the United States governs the perfection and
the effect of perfection or nonperfection of the security interest
through filing. In the alternative, if the debtor is located in a jurisdic-
tion which is not a part of the United States or Canada and the collat-
eral is accounts or general intangibles for money due or to become
due, the security interest may be perfected by notification to the ac-
count debtor. As used in this paragraph. "United States" includes its
territories and possessions and the Commonwealth of Puerto Rico.

(d) A debtor shall be deemed located at his place of business if he
has one, at his chief executive office if he has more than one place of
business, otherwise at his residence. If. however, the debtor is a for-
eign air carrier under the Federal Aviation Act of 1958. as amended, it
shall be deemed located at the designated office of the agent upon
whom service of process may be made on behalf of the foreign air car-
rier,

(e) A security interest perfected under the law of the jurisdiction
of the location of the debtor is perfected until the expiration of four
months after a change of the debtor's location to another jurisdiction.
or until perfection would have ceased by the law of the first jurisdic-
tion, whichever period first expires. Unless perfected in the new juris-
diction before the end of that period, it becomes unperfected thereafter
and is deemed to have been unperfected as against a person who be-
came a purchaser after the change.

(4) Chattel paper.

The rules stated for goods in subsection Q) apply to a possessory
security interest in chattel papen The rules stated for accounts in sub-
section (3) apply to a nonpossessory security interest in chattel paper,
but the security interest may not be perfected by notification to the ac-
count debtor.

(5) Minerals.

Perfection and the effect of perfection or nonperfection of a secu-
rity interest which is created by a debtor who has an interest in miner-
als or the like (including oil and gas) before extraction and which
attaches thereto as extracted, ox which attaches to an account result-
ing from the sale thereof at the wellhead or minehead are governed by
the law (including the conflict of laws rules) of the jurisdiction wherein
the wellhead or minehead is located.
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Sec. 7. Minnesota Statutes 1974, Section 336.9-104, is amended to
read:

336.9-104 TRANSACTIONS EXCLUDED FROM ARTICLE. This
article does not apply

(a) to a security interest subject to any statute of the United
States such as the Ship Mortgage Act, 1920, to the extent that such
statute governs the rights of parties to and third parties affected by
transactions in particular types of property; or

(b) to a landlord's lien; or

(c) to a lien given by statute or other rule of law for services or
materials except as provided in section 336.9-310 on priority of such
liens; or

(d) to a transfer of a claim for wages, salary or other compensa-
tion of an employee; or

(e) to a» equipment tmst covering roilwoy retting stock a transfer
by a government or governmental subdivisioji or agency to the extent
that this article conflicts with special statutory provisions relating to
such a transfer ; or

(0 to a sale of accounts 7 contract rights or chattel paper as part
of a sale of the business out of which they arose, or an assignment of
accounts ; contract rights or chattel paper which is for the purpose of
collection only, or a transfer of a contract right to payment under a
contract to an assignee who is also to do the performance under the
contract or a transfer of a single account to an assignee in whole or
partial satisfaction of a preexisting indebtedness ; or

(g) to a transfer of an interest or claim in or under any policy of
insurance , except as provided with reference to proceeds (section
336.9-306) and priorities in proceeds section (336.9-312) ; or

(h) to a right represented by a judgment (other than a judgment
taken on a right to payment which was collateral) ; or

(i) to any right of setoff; or

(j) except to the extent that provision is made for fixtures in sec-
tion 336.9-313, to the creation or transfer of an interest in or lien on
real estate, including a lease or rents thereunder, or

(k) to a transfer in whole or in part of any ef the following; any
claim arising out of tort; any dcpoBit, savings; paoobook er tthe account

UVlGQ Wltft ft DQH-tt^ SflVlflgfl Qfku iQCUl Ct99OGIuClOfl, OPOQtt UfllQH OF
oreanigation. or
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£1} to a transfer of an interest in any deposit account (subsection
(1) of section 336.9-105), except as provided with respect to proceeds
(section 336.9-306^ and priorities in proceeds (section 336.9-312^.

Sec. 8. Minnesota Statutes 1974, Section 336.9-105, is amended to
read:

336.9-105 DEFINITIONS AND INDEX OF DEFINITIONS. (1) In
this article unless the context otherwise requires:

(a) "Account debtor" means the person who is obligated on an
account, chattel paper, contract right or general intangible;

(b) "Chattel paper" means a writing or writings which evidence
both a monetary obligation and a security interest in or a lease of spe-
cific goods j-j but a charter or other contract involving the use or hire
of a vessel is not chattel paper. When a transaction is evidenced both
by such a .security agreement or a lease and by an instrument or a se-
ries of instruments, the group of writings taken together constitutes
chattel paper;

(c) "Collateral" means the property subject to a security interest,
and includes accounts, contract rights and chattel paper which have
been sold;

(d) "Debtor" means the person who owes payment or other per-
formance of the obligation secured, whether or not he owns or has
rights in the collateral, and includes the seller of accounts 7 contract
fights or chattel paper. Where the debtor and the owner of the collat-
eral are not the same person, the term "debtor" means the owner of
the collateral in any provision of the article dealing with the collateral,
the obligor in any provision dealing with the obligation, and may in-
clude both where the context so requires;

fe) "Deposit account" means a demand, time, savings, passbook
or like account maintained with a bank, savings and loan association.
credit union or like organization, other than an account evidenced bv a
certificate of deposit:

fe)-(f) "Document" means document of title as defined in the gen-
eral definitions of article 1 (section 336.1-201) and a receipt of the kind
described in subsection (2) of section 336.7-201 ;

(g) "Encumbrance" includes real estate mortgages and other liens
on real estate and all other rights in real estate that are not ownership
interests.

"Goods" includes all things which are movable at the time
the security interest attaches or which are fixtures (section 336.9-313),
but does not include money, documents, instruments, accounts, chattel
paper, general intangibles, contract fights etnd ether things in actk>ft-or
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minerals or the like (Including oil and gas) before extraction . "Goods"
also include standing timber which is to be cut and removed under a
conveyance or contract for sale, the unborn young of animals and
growing crops;

(g)-{i} "Instrument" means a negotiable instrument (defined in
section 336.3-104), or a security (defined in section 336.8-102) or any
other writing which evidences a right to the payment of money and is
not itself a security agreement or lease and is of a type which is in or-
dinary course of business transferred by delivery with any necessary
endorsement or assignment;

(j) "Mortgage" means a consensual interest created by a real es-
tate mortgage, a trust deed on real estate, or the like:

£k) An advance is made "pursuant to commitment" if the secured
party has bound himself to make it, whether or not a subsequent event
of default or other event not within his control has relieved or may re-
lieve him from his obligation.

fh) fl) "Security agreement" means an agreement which creates
or provides for a security interest;

(t)-{ni) "Secured party" means a lender, seller or other person in
whose favor there is a security interest, including a person to whom
accounts 7 contract rights or chattel paper have been sold. When the
holders of obligations issued under an indenture of trust, equipment
trust agreement or the like are represented by a trustee or other per-
son, the representative is the secured party ? ;

£n) "Transmitting utility" means any person engaged in the rail-
roadj street railway or trolley bus business, the electric or electronics
communications transmission business, the transmission of goods by
pipeline, or the transmission or the production and transmission of
electricity, steam, gas or water, or the provision of sewer service. Any
person filing a financing statement under this article and under author-
ity trf the provisions of Minnesota Statutes 1974. Sections 300.111
through 300.115 shall be deemed a "transmitting utility" hereunder.

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

"Account," section 336.9-106.

"Attach." section 336.9-2O3.

"Construction mortgage." section 336.9-313(1).

"Consumer goods," section 336.9-109(1).

"Contract right," acction 336.0 106.
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. "Equipment," section 336.9-109(2).

"Farm products," section 336.9-109(3).

"Fixture." section 336.9-313.

"Fixture filing." section 336.9-313.

"General intangibles," section 336.9-106.

"Inventory," section 336.9-109(4).

"Lien creditor," section 336.9-301(3).

"Motor vehicle," section 336.9-401(5).

"Proceeds," section 336.9-306(1).

"Purchase money security interest," section 336.9-107.

"United States." section 336.9-103.

(3) The following definitions in other articles apply to this article:

"Check," section 336.3-104.

"Contract for sale," section 336.2-106.

"Holder in due course," section 336.3-302.

"Note," section 336.3-104.

"Sale," section 336.2-106.

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

Sec. 9. Minnesota Statutes 1974, Section 336.9-106, is amended to
read:

336.9-106 DEFINITIONS: "ACCOUNT"; "CONTRACT RIGHT";
"GENERAL INTANGIBLES". "Account" means any right to payment
for goods sold or leased or for services rendered which is not evi-
denced by an instrument or chattel paper whether or not it has been
earned by performance . "Contract right11 means tuny rignt te payment
*mde* a contract net yet earned by performance and net evidenced by
an instrument ep chattel paper. "General intangibles" means any per-
sonal property (including things in action) other than goods, accounts,
contract rights, chattel paper, documents and , instruments and money
. All rights earned or unearned under a charter or other contract in-
volving the use or hire of a vessel and all rights incident to the charter
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or contract are contract righto emd neither accounts ner general

Sec. 10. Minnesota Statutes 1974, Chapter 336, is amended by
adding a section to read:

[336.9-114] CONSIGNMENT. (1) A person who delivers goods
under a consignment which is not a security interest and who would
be required to file under this article by paragraph (3J (c) of section
336.2-326 has priority over a secured party who is or becomes a cred-
itor of the consignee and who wojold have a perfected security interest
in the goods if they were the property of the consignee, and also has
priority with respect to identifiable cash proceeds received on or be-
fore delivery of the goods to a buyer, if

(a) the consignor complies with the filing provision of the article
on sales with respect to consignments (paragraph (3) (c) of section
336.2-326) before the consignee receives possession of the goods; and

£b) the consignor gives notification in writing to the holder of the
security interest if the holder has filed a financing statement covering
the same types of goods before the date of the filing made by the con-
signor: and

(c) the holder of the security interest received the notification
within five years before the consignee receives possession of the
goods: and

(d) the notification states that the consjgnor expects to deliver
goods on consignment to the consignee, describing the goods by item
or type.

(2) In the case of a consignment which is not a security interest
and in which the requirements of the preceding subsection have not
been met, a person who delivers goods to another is subordinate to a
person who would have a perfected security interest in the goods if
they were the property of the debtor.

Sec. II. Minnesota Statutes 1974, Section 336.9-203, is amended
to read:

336.9-203 ATTACHMENT AND ENFORCEABUJTY OF SECU-
RITY INTEREST; PROCEEDS, FORMAL REQUISITES. (1) Subject to
the provisions of section 336.4-208 on the security interest of a collect-
ing bank and section 336.9-113 on a security interest arising under the
article on sales, a security interest is not enforceable against the debtor
or third parties with respect to the collateral and does not attach un-
less

(a) the collateral is in the possession of the secured party t w-pur-
suant to agreement, or the debtor has signed a security agreement
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which contains a description of the collateral and in addition, when the
security interest covers crops growing or to be grown or timber to be
cut, a description of the land concerned: and

(b) the debt of has signed a oeewity agreement which containo a
description ef the collateral end *» addition, when the security interest
covers crops w &k gas e*r minerals to be extracted er timber to be eat?
a deocription ef the tend concerned. *n describing collatoral. the were!
"proceeds" is sufficient without further description to eever proceeds
ef any character^ value has been given: and

£c) the debtor has rights in the collateral.

(2) A security interest attaches when it becomes enforceable
against the debtor with respect to the collateral. Attachment occurs as
soon as all of the events specified in subsection (1) have taken place
unless explicit agreement postpones the time of attaching.

(3) Unless otherwise agreed a security agreement gives the se-
cured party the rights to proceeds provided by section 336.9-306.

A transaction, although subject to this article, is also sub-
ject to Minnesota Statutes, Sections 48.153 to 48.157; Chapters 52, 53,
and 56; and Sections 168.66 to 168.77, 222.13 to 222.16, and 334.01 to
334.06, and in the case of conflict between the provisions of this article
and any such statute, the provisions of such statute control. Failure to
comply with any applicable statute has only the effect which is speci-
fied therein.

Sec. 12. Minnesota Statutes 1974, Section 336.9-204, is amended
to read:

336.9-204 AFTER-ACQUIRED PROPERTY; FUTURE AD-
VANCES. {*) A occurity interest cannot attack wnttt there is agreement
(subsection {3) ef section 336.1-3Ofr) that it attach and vak*e is given
and the debtor t*as rights in the collateral.- tt attaches as seen as ait e*
the events in the preceding sentence nave taken piaee unless explicit
agreement postpones the time ef attaching!

{3) for the purpooco ef this section the debtor has ne rights

UPC [MOl'lcCd Gf OCftCffflftSC QOOOrtfcO
ereps; «* the young ef livestock tmtt) they are eonceivcdt

(b) in fish «nti) caught, in etfr gas; er minerals tmttl they are e»-
tracted, m timber tmttf it is

fe) in a controct right tmttt the contract h«s been made;

&) m an account «ntrt it eemes tnto cMistcnce.
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^3) Except as provided t» subsection (4) a security agreement may
provide that collateral, whenever acquired, shaH aeet .*e all obligations
covered by the security agreement.

ft) No security interest attaeheo wider an after acquired property

te ereps which become sueh more than one year after the se-
tftttr ft SCCrt̂ rty triTCrCSt in

which is given i« conjunction with a tease or a land purchase er im-
provement transaction evidenced by a contract, mortgage or deed of
LTU9£ Frrtiy TT 9O O^^TCCd fttvOVri tO Crops *Q DC ^^POW^ra OH tfiC TOTT^T COY1-*

eemed during the period of sueh real estate transaction!

when given as additional aocm4ty unless the debtor acquires rights in
them within ten days after the secured party gives valuer

(1) Except as provided in subsection (2). a security agreement
may provide that any or all obligations covered by the security agree-
ment are to be secured by after-acquired collateral.

(2) No security interest attaches under an after-acquired property
clause to consumer goods other than accessions (section 336.9-314)
when given as additional security unless the debtor acquires rights in
them within ten days after the secured party gives value.

(5)-{3J Obligations covered by a security agreement may include
future advances or other value whether or not the advances or value
are given pursuant to commitment (subsection (1) of section 336.9-105)

Sec. 13. Minnesota Statutes 1974, Section 336.9-205. is amended
to read:

336.9-205 USE OR DISPOSITION OF COLLATERAL WITHOUT
ACCOUNTING PERMISSIBLE. A security interest is not invalid or
fraudulent against creditors by reason of liberty in the debtor to use,
commingle or dispose of all or part of the collateral (including returned
or repossessed goods) or to collect or compromise accounts ; contract
righto or chattel paper, or to accept the return of goods or make repos-
sessions, or to use, commingle or dispose of proceeds, or by reason of
the failure of the secured party to require the debtor to account for
proceeds or replace collateral. This section does not relax the require-
ments of possession where perfection of a security interest depends
upon possession of the collateral by the secured party or by a bailee.

Sec. 14. Minnesota Statutes 1974, Section 336.9-301, is amended
to read:

336.9-301 PERSONS WHO TAKE PRIORITY OVER UNPER-

Changes or additions Indicated by underline deletions by jtriheout



Ch. 135 LAWS of MINNESOTA for 1976 365

FECTED SECURITY INTERESTS; RIGHT OF "LIEN CREDITOR". (1)
Except as otherwise provided in subsection (2), an unperfected secu-
rity interest is subordinate to the rights of

(a) persons entitled to priority under section 336.9-312;

(b) a person who becomes a lien creditor without knowledge ef-
the security interests and before tt-the security interest is perfected;

(c) in the case of goods, instruments, documents, and chattel pa-
per, a person who is not a secured party and who is a transferee in
bulk or other buyer not in ordinary course of business ^ or is a buyer of
farm products in the ordinary course of business, to the extent that he
gives value and receives delivery of the collateral without knowledge
of the security interest and before it is perfected;

(d) in the case of accounts -, contract rights, and general intangi-
bles, a person who is not a secured party and who is a transferee to
the extent that he gives value without knowledge of the security inter-
est and before it is perfected.

(2) If the secured party files with respect to a purchase money se-
curity interest before or within ten days after the debtor receives pos-
session of the collateral cornea mte poogcogion ef- the debtor , he takes
priority over the rights of a transferee in bulk or of a lien creditor
which arise between the time the security interest attaches and the
time of filing.

(3) A "lien creditor" means a creditor who has acquired a lien on
the property involved by attachment, levy or the like and includes an
assignee for benefit of creditors from the time of assignment, and a
trustee in bankruptcy from the date of the filing of the petition or a re-
ceiver in equity from the time of appointment. Unless «Ji the creditors
represented had lenowtedgc ef the security interest stteh a representa-
tive ef creditors » a Hen creditor without Itnowlodgc even though he
personally has Itnowlcdge ef the security interest.

(4) A person who becomes a lien creditor while a security interest
is perfected takes subject to the security interest only to the extent
that it secures advances made before he becomes a lien creditor or
within 45 days thereafter or made without knowledge of the lien or
pursuant to a commitment entered into without knowledge of the lien.

Sec. 15. Minnesota Statutes 1974, Section 336.9-302, is amended
to read:

336.9-302 WHEN FILING IS REQUIRED TO PERFECT SECU-
RITY INTEREST; SECURITY INTERESTS TO WHICH FILING PROVI-
SIONS OF THIS ARTICLE DO NOT APPLY. (1) A financing statement
must be filed to perfect all security interests except the following:
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(a) A security interest in collateral in possession of the secured
party under section 336.9-305;

(b) A security interest temporarily perfected in instruments or
documents without delivery under section 336.9-304 or in proceeds for
a 10 day period under section 336.9-306;

(c) A purchase money security interest m farm equipment having
a purchase price «et m excess ef $2,600; but filing is required fer ft ft*-

9CCC1OI1 JijTJ-ft^TTrrf Of iQI* ft fHOCOP VCMICiC WJtfJUll*CCl tO CC T^
A security interest created by an assignment of a beneficial in-

terest in a trust or a decedent's estate ;

(d) A purchase money security interest in consumer goods; but
filing is required fer a fixture tmeter section 336.0 313 er far a meter
vehicle required te be liccnocd for a motor vehicle required tg be regis-
tered; and fixture filing is required for priority over conflicting inter-
ests in fixtures to the extent provided in section 336.9-313 ;

(e) An assignment of accounts er contract rights which does not
alone or in conjunction with other assignments to the same assignee
transfer a significant part of the outstanding accounts e* contract
rights of the assignor;

(f) A security interest of a collecting bank (section 336.4-208) or
arising under the article on sales (see section 336.9-113) or covered in
subsection (3) of this section T ;

(g) An assignment for the benefit of all the creditors of the
transferor, and subsequent transfers by the assignee thereunder.

(2) If a secured party assigns a perfected security interest, no fil-
ing under this article is required in order to continue the perfected sta-
tus of the security interest against creditors of and transferees from
the original debtor.

^tTj 1 TIC fl 11 ft £ pPO Vl 91 OfK) Or tlUG ft^ttCtC €IO WOl
interest i« property aubjcct te « statute

{a) ef the United Statco which provides for * national registration
er £Mflg ef «W security intcrcatg m s«eh property.' er

(o^ of tnis state whicn previocs ror central in ing or; or ^vnicn re*
quires indication en e certificate ef trtte e£ such security intcrcata in
stteh property;

f4) A security intorcot m property eevcrcd by ft statute described
i« subsection (S) can be perfected enry by registration er Sting t»dcr
fchftt statute er by indication ef the security intcreat e» a certificate e*
trtte er a duplicate thereof by ft public official.
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(3) The filing of a financing statement otherwise required by this
article is not necessary or effective to perfect a security interest in
property subject to the following statutes or treaties: except that to the
extent such statutes or treaties are silent on a specific matter, the pro-
visions of this article shall govern:

(a) a statute or treaty of the United States which provides for a
national or international registration or a national or international cer-
tificate of title or which specifies a place of filing different from that
specified in this article for filing of the security interest: or

(b) the following statutes of this state;

£D Sections 168A.01 to 168A.31: but during any period in which
collateral is inventory held for sale by a person who is in the business
of selling goods of that kind, the filing provisions of this article (part 4)
apply to a security interest in that collateral created by him as a deb-
tor; or

(ii) Sections 300.11 to 300.115.

(g) a certificate of title statute of another jurisdiction under the
law of which indication of a security interest on the certificate is re-
quired as a condition of perfection (subsection (2) of section 336.9-
103).

(4) Compliance with a statute or treaty described in subsection (3)
is equivalent to the filing of a financing statement under this article.
and a security interest in property subject to the statute or treaty can
be perfected only by compliance therewith except as provided in sec-
tion 336.9-103 on multiple state transactions. A security interest per-
fected bv compliance with such a statute or treaty is governed by this
article in all respects not inconsistent with the provisions of the statute
PX treaty under which it was perfected, provided that this article shall
not be deemed inconsistent if it provides for a more extensive duration
of effectiveness.

Sec. 16. Minnesota Statutes 1974, Section 336.9-304, is amended
to read:

336.9-304 PERFECTION OF SECURITY INTEREST IN INSTRU-
MENTS, DOCUMENTS, AND GOODS COVERED BY DOCUMENTS;
PERFECTION BY PERMISSIVE FILING; TEMPORARY PERFECTION
WITHOUT FILING OR TRANSFER OF POSSESSION. (1) A security
interest in chattel paper or negotiable documents may be perfected by
filing. A security interest in money or instruments (other than instru-
ments which constitute part of chattel paper) can be perfected only by
the secured party's taking possession, except as provided in subsec-
tions (4) and (5) of this section and subsections (2) and (3) of section
336.9-306 on proceeds .
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(2) During the period that goods are in the possession of the is-
suer of a negotiable document therefor, a security interest in the goods
is perfected by perfecting a security interest in the document, and any
security interest in the goods otherwise perfected during such period is
subject thereto.

(3) A security interest in goods in the possession of a bailee other
than one who has issued a negotiable document therefor is perfected
by issuance of a document in the name of the secured party or by the
bailee's receipt of notification of the secured party's interest or by fil-
ing as to the goods.

(4) A security interest in instruments or negotiable documents is
perfected without filing or the taking of possession for a period of 21
days from the time it attaches to the extent that it arises for new value
given under a written security agreement.

(5) A security interest remains perfected for a period of 21 days
without filing where a secured party having a perfected security inter-
est in an instrument, a negotiable document or goods in possession of
a bailee other than one who has issued a negotiable document therefor

(a) makes available to the debtor the goods or documents repre-
senting the goods for the purpose of ultimate sale or exchange or for
the purpose of loading, unloading, storing, shipping, transshipping,
manufacturing, processing or otherwise dealing with them in a manner
preliminary to their sale or exchange but priority between conflicting
security interests in the goods is subject to subsection (3) of section
336.9-312 : or

(b) delivers the instrument to the debtor for the purpose of ulti-
mate sale or exchange or of presentation, collection, renewal or regis-
tration of transfer.

(6) After the 21 day period in subsections (4) and (5) perfection
depends upon compliance with applicable provisions of this article.

Sec. 17. Minnesota Statutes 1974, Section 336.9-305, is amended
to read:

336.9-305 WHEN POSSESSION BY SECURED PARTY PER-
FECTS SECURITY INTEREST WITHOUT FILING. A security interest
in letters of credit and advices of credit (subsection (2) (a) of section
336.5-116), goods, instruments, money, negotiable documents or chat-
tel paper may be perfected by the secured party's taking possession of
the collateral. If such collateral other than goods covered by a negotia-
ble document is held by a bailee, the secured party is deemed to have
possession from the time the bailee receives notification of the secured
party's interest. A security interest is perfected by possession from the
time possession is taken without relation back and continues only so
long as possession is retained, unless otherwise specified in this article.
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The security interest may be otherwise perfected as provided in this
article before or after the period of possession by the secured party.

Sec. 18. Minnesota Statutes 1974, Section 336.9-306, is amended
to read:

336.9-306 "PROCEEDS"; SECURED PARTY'S RIGHTS ON DIS-
POSITION ON COLLATERAL. (1) "Proceeds" includes whatever is re-
ceived whe» collateral er proceeds w soM, exchanged, collected er eth-
d^VWC uf9pO9CO Of1. 1 flC rCfftt QJ9O 1IKMUOG9 tflC ftOOOtHlt ftlfdtflj^ WflCfl
the right te payment ta earned t»der e contract rightr upon the sale.
exchange, collection or other disposition of collateral or proceeds. In-
surance payable by reason of loss or damage to the collateral is pro-
ceeds. except to the extent that it is payable to a person other than a
party to the security agreement. Money, checks , deposit accounts, and
the like are "cash proceeds." All other proceeds are "non-cash pro-
ceeds."

(2) Except where this article otherwise provides, a security inter-
est continues in collateral notwithstanding sale, exchange or other dis-
position thereof by the debtor unless his action' the disposition was
authorized by the secured party in the security agreement or other-
wise, and also continues in any identifiable proceeds including collec-
tions received by the debtor.

(3) The security interest in proceeds is a continuously perfected
security interest if the interest in the original collateral was perfected
but it ceases to be a perfected security interest and becomes unper-
fected ten days after receipt of the proceeds by the debtor unless

(a) a filed financing statement covering the ofigmfrf collateral atee
covers procccdo; er-covers the original collateral and the proceeds are
collateral in which a security interest may be perfected by filing in the
office or offices where the financing statement has been filed and, if
the proceeds are acquired with cash proceeds, the description of collat-
eral in the financing statement indicates the types of property constitu-
ting the proceeds: or

(b) a filed financing statement covers the original collateral and
the proceeds are identifiable cash proceeds; or

(cj the security interest in the proceeds is perfected before the ex-
piration of the ten day period.

Except as provided in this section, a security interest in proceeds
can be perfected only bv the methods or under the circumstances per-
mitted in this article for original collateral of the same type.

(4) In the event of insolvency proceedings instituted by or against
a debtor, a secured party with a perfected security interest in proceeds
has a perfected security interest only in the following proceeds:
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(a) in identifiable non-cash proceeds and in separate deposit ac^
counts containing only proceeds ;

(b) in identifiable cash proceeds in the form of money which is
net-neither commingled with other money er-nor deposited in a bank-
deposit account prior to the insolvency proceedings;

(c) in identifiable cash proceeds in the form of checks and the like
which are not deposited in a bank-deposit account prior to the insol-
vency proceedings; and

(d) in all cash and bonk deposit accounts of the debtor, if ether
cash-in which proceeds have been commingled er deposited in a hank
account- with other funds , but the perfected security interest under
this paragraph (d) is

(i) subject to any right of setoff; and

(ii) limited to an amount not greater than the amount of any cash
proceeds received by the debtor within ten days before the institution
of the insolvency proceedings and commingled er deposited in a hank
account pner te the insolvency proceedings Jess- the amount ef cash

€l ft IHO OCDlOF QUO QlQ OVCP tO tfWJ 3CCUPCQ
during the ten day period less the sum of (I) the payments to the sg^
cured party on account of cash proceeds received by the debtor during
such period and (U) the cash proceeds received by the debtor during
such period to which the secured party is entitled under paragraphs (a)
through (c) of this subsection (4) .

(5) If a sale of goods results in an account or chattel paper which
is transferred by the seller to a secured party, and if the goods are re-
turned to or are repossessed by the seller or the secured party, the fol-
lowing rules determine priorities:

(a) If the goods were collateral at the time of sale for an indebted-
ness of the seller which is still unpaid, the original security interest
attaches again to the goods and continues as a perfected security inter-
est if it was perfected at the time when the goods were sold. If the se-
curity interest was originally perfected by a filing which is still effec-
tive, nothing further is required to continue the perfected status; in any
other case, the secured party must take possession of the returned or
repossessed goods or must file.

(b) An unpaid transferee of the chattel paper has a security inter-
est in the goods against the transferor. Such security interest is prior
to a security interest asserted under paragraph (a) to the extent that
the transferee of the chattel paper was entitled to priority under sec-
tion 336.9-308.

(c) An unpaid transferee of the account has a security interest in
the goods against the transferor. Such security interest is subordinate
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to a security interest asserted under paragraph (a).

(d) A security interest of an unpaid transferee asserted under
paragraph (b) or (c) must be perfected for protection against creditors
of the transferor and purchasers of the returned or repossessed goods.

Sec. 19. Minnesota Statutes 1974, Section 336.9-307, is amended
to read:

336.9-307 PROTECTION OF BUYERS OF GOODS. (1) A buyer in
ordinary course of business (subsection (9) of section 336.1-201) other
than a person buying farm products from a person engaged in farming
operations takes free of a security interest created by his seller even
though the security interest is perfected and even though the buyer
knows of its existence.

(2) In the case of consumer goods and in the ease ef ferm equip-
HiCTft flftTTWK ftn QFrcuficU OrtPcTRtsc p^rCc nQl in CMCCS3 QI 9«7OrA7 ^^TTTCr
than fixtures. see section 336.0-313) , a buyer takes free of a security
interest even though perfected if he buys without knowledge of the se-
curity interest, for value and for his own personal, family or household
purposes er «is ewn forming operations unless prior to the purchase
the secured party has filed a financing statement covering such goods.

(3) A buyer other than a buyer in ordinary course of business
(subsection (1) of this section) takes free of a security interest to the
extent that it secures future advances made after the secured party ac-
quires knowledge of the purchase, or more than 45 days after the pur-
chase. whichever first occurs, unless made pursuant to a commitment
entered into without knowledge of the purchase and before the expira-
tion of the 45 day period.

Sec. 20. Minnesota Statutes 1974, Section 336.9-308, is amended
to read:

336.9-308 PURCHASE OF CHATTEL PAPER AND INSTRU-
MENTS. A purchaser of chattel paper er a non-negotiable instrument
whe ^ves new value and tokea possession ef it in the ordinary course
Of nftS DU 31 flO 99 CUflQ WrltOOUl I CflOWlOQ^O (.flQt, tn£ 9|3CdrlC pQfKJI* or 111"

9UOtCCC t© ft SCCrJ^Tty tTittJrCfjt Ylu9 pPtOriTy OVC* ft
lO 1C PC 91 WnlGfl 19 CPtOCtCO UHOCP 9CCCJOrt
and temporary perfection). A purchaser ef chattel paper whe gives
new vakte and takes possession ef- it in the ordinary course ef- his ewsi-
V1C99 f1U9 priori Ly OrC» ft JCCtlril" iniCFCSr nr cnntTCT

of wwctttoi^ flu DJ cct to ft

subject te the security interest: A purchaser of chattel paper or an in-
strument who gives new value and takes possession of it in the ordi-
nary course of his business has priority over a security interest in the
chattel paper or instrument
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(a) which is perfected under section 336.9-304 (permissive filing
and temporary perfection) or under section 336.9-306 (perfection as to
proceeds) if he acts without knowledge that the specific paper fir in-
strument is subject to a security interest: or

(b) which is claimed merely as proceeds of inventory subject to a
security interest (section 336.9-306) even though he knows that the
specific paper or instrument is subject to the security interest.

Sec. 21. Minnesota Statutes 1974, Section 336.9-312, is amended
to read:

336.9-312 PRIORITIES AMONG CONFLICTING SECURITY IN-
TERESTS IN THE SAME COLLATERAL. (1) The rules of priority
stated in the following sections shall govern where applicable! Section

Wit ft FOSpCCt €O tftC SCCUWry HUCPCSt Or COl lOCll H§ Oft filly «
items being collected; accompanying documcnta and proceeds; section
17470. Lf oU 1 Ott Cd^Otft prtOMtlCSJ Section oofrrr^^TT^ OH @OOO9 COVC W?Q Oy
documents; section 336.0-3O6 en procccdg and repooocaoiono; section
336.0-3O? en buyers ef goods* section 336.0-306 en possessory againot
nonposocosory interests *n chattel paper er non-negotiable instru-
ments; section 336.0-300 en security interests in negotiable instru-
ments. documcnta er securities; section 336.0-310 en priorities between
perfected security interests and liens by operation ef law? section

U9 MEM in "T, tnr9I^P9c9 HT
estate^ sectien 336.0 314 en security interests tn accessions as against
interest in goods; section 336.0 315 en conflicting security intcrcato

OF DCCOWlC Bft^T Ol ft

ben 396.0-316 en contractual subordination other sections of this part
and in the following sections shall govern when applicable: section
336.4-208 with respect to the security interests of collecting banks in
items being collected, accompanying documents and proceeds: section
336.9-103 on security interests related to other jurisdictions: section
336.9-114 on, consignments .

(2) A perfected security interest in crops for new value given to
enable the debtor to produce the crops during the production season
and given not more than three months before the crops become grow-
ing crops by planting or otherwise takes priority over an earlier per-
fected security interest to the extent that such earlier interest secures
obligations due more than six months before the crops become grow-
ing crops by planting or otherwise, even though the person giving new
value had knowledge of the earlier security interest.

{3} A purchase money sectfrity interest in inventory collateral has
priority ever a conflicting security interest in the same collateral tf

interest ts perfected €rt
the debtor receives possession ef t«e collateral and

t Tff ftTlTT OCdlTCO pft^^5^ TMTlOSC SCdt^TTjr TRTCFC9T ¥3
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Or cnO pttPCftftSC ffxGffCy SCCU^rcy rfrcCrCSt OP TWffO^ P^rOT t€/
Or tftC rUlfl^ fftftoC » TftC ttOlQCI* Or CtlC

had fited a financing statement covering the aame itema er
type ef- inventory, has received notification ef the purchase money se-
curity interest before the debtor receives poooeosion ef the collateral
covered by the purchase money security interest;

OLK?F1 nOtinCOtlOVl 9lQ MS £3 LflQC. tftC pCrSOfl ^IVUig LUC flQUOO T1Q9
to QCQvm*^ ft pui*crm9c rttowcy iKjcuptTy ifircpcut m mwcfrto^y

ef the debtor, doaoribing g«eh mventery by rtem er type?

(3) A perfected purchase money security interest in inventory has
priority over a conflicting security interest in the same inventory and
al§o has priority in identifiable cash proceeds recgiyed on or before the
delivery of the inventory to a buyer if

(a) the purchase money gecurity interest is perfected at the time
the debtor receives possession of the inventory: and

(b) ttie purchase money secured party gives notification in writing
to the holder of the conflicting security interest if the holder had filed a
financing statement covering the same types of inventory (i) before the
date of the filing made by the purchase money secured party, or fii) be-
fore the beginning of the 21 day period where the purchase money se-
guritv interest is temporarily perfected without filing or possession
(subsection (5) of section 336.&-304): and

(c) the holder of the conflicting security interest receives the noti-
within five years before the debtor receives possession of the

inventory: and

(d) the notificatiqn states that the person aying the notice has or
ejcpects to acquire a purchase money security interest in inventory of
thj; debtor, describing such inventory by item or type.

(4) A purchase money security interest in collateral other than in-
ventory has priority over a conflicting security interest in the same col-
lateral or its proceeds if the purchase money security interest is per-
fected at the time the debtor receives possession of the collateral or
within ten days thereafter.

(5) In all cases not governed by other rules stated in this section
(including cases of purchase money security interests which do not
qualify for the special priorities set forth in subsections (3) and (4) of
this section), priority between conflicting security interests in the same
collateral shall be determined as followa:

{a} in the erde* ef filing if beth are perfected by fifetgr rcgai-dlcsa
ef whteb occurity interest attached first tmder section 336.0 201(1) and
whether it attached before e* trfter filing;
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(b) tn the ereter ef perfection «nteea both are perfected by filing.
regardless ef which security mtcroot attached first tinder section 336.0
jiUfl^i ^/ QJ1Q, tft trie CflSC or ft rlJCQ SCCUPrty MltOPOSt, WftClflOr rt Qt I ft C flC O
before ef after &mg* and

(e) In the erder ef attachment under section 336.0 304(1) so leng
as neither is perfected, according to the following rules:

(a) Conflicting security interests rank according to priority in time
of filing or perfection. Priority dates from the time a filing is first made
covering the collateral or the time the security interest is first per-
fected. whichever is earlier, provided that there is no period thereafter
when there is neither filing nor perfection.

£b) so long as conflicting security interests are un perfected, the
first to attach has priority.

MI MI ft**-*- •LJ1 l\Jl Hj

ceding subsection, a continuously perfected security interest shall be
treated «rt aft times as tf perfected by filing tf it was originally se per-
fected and it shaH be treated at aH times as if perfected otherwise than
by rHmg tf *t was originally perfected otherwise tba» by

(6) For the purposes of subsection {5} a date of filing or perfection
as to collateral is also a date of filing or perfection as to proceeds.

(7) If future advM\ces are made while a security interest is per-
fected bv filing or the taking of possession, the security interest has
the same priority for the purposes of subsection £5) with respect to the
future advances as it does with respect to the first advance. If a com-
mitment is made before or while the security interest is so perfected.
the security interest has the same priority with respect to advances
made pursuant thereta In other cases a perfected security interest has
priority from the date the advance is made.

Sec. 22. Minnesota Statutes 1974, Section 336.9-313, is amended
to read:

336.9-313 PRIORITY OF SECURITY INTERESTS IN FIXTURES.
{4^ ¥he ndes e€ this section de net apply te geeds incorporated inte

CIIC flMMtWCr Or ttJfWOCFr O1"tCWSy tllC, OOlftOfltT

w^ork and the Wtee and ne seeurity interest in them exists under this ttr-
ttcte untcss the structure remains personal property under applicable
law. The tew ef this state ether than this chapter determines whether
Corel "^RCft OtHCr gjOOQS OCCvrBC ^17RTH ?̂9T "X 1119 CflO.Bv^F OOCS TlWT prCrCTMt

creation ef an encumbrance ttpen fixturca er real estate pursuant te
the tew applicable te real estate?

gooosi ocrofc tnoy
come fixtures toitca priority era te the goods over the claims ef
sens whe have an intcrcot in the real cototc eMccpt as stated in subooe-
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(3) A security interest whieh attachco te geeds after they become
fecturca is valid against att persons subacqucntly acquiring interests m
Uie rCttl CatUlC CXCCpt as atatOfl in 3U D £)CCtlO n \^7 DUt tS IFIVOHQ Against
^"*y pcRwjri Tfl^trr ttn interest m tfic peat csuitc a* wic dcvie me seenrrty
interest attaches te the geeds whe has net in writing conocntcd te the
security interest er disclaimed an interest in the geeds as fixtttfea.

oeeurity interests described «t aubocctiong ̂ 3) and (3) de
net tafee priority ever

subsequent purchaser fer vahseef any interest in the real es-

^b) » creditor wth a lien e« the rea* estate aubscqucntly obtained
by judicial proceedings; er

{e) a creditor with a prte* encumbrance ef record e« the real es-
tate te the extent that he mokoo subsequent advoneea

if the aubacqucnt purchase is «n»de; the lien by judicial proceed-
ings is obtained, or the subsequent advance under the prior encum-
brance is made e* contracted for without Icnowlodgo ef the security
interest and before it is perfected. A purchaser ef the real estate at a
foreclosure sate ether than an encumbrancer purchasing at his own fe-
reolosurc sale is a subsequent purchaser within this section. £l_) In this
section and in the provisions of part 4 of this article referring to fixture
filing, unless the context otherwise requires

(a) goods are "fixtures" when they become so related to particu-
lar real estate that an interest in them arises under real estate law.

£b) a "fixture filing" is the filing in the office where a mortgage
oil the real estate would be filed or recorded of a financing statement
covering goods which are or are to become fixtures and conforming to
th« requirements of subsection (5) of section 336^9-402 except in the
case of a fixture filing by a transmitting utility, which shall be gov-
erned by subsection (5) of section 336.9-401.

(c) a mortgage is a "construction mprtgaee" to the extent that it
secures an obligation incurred for the construction of an improvement
QQ land including Jhe acquisition cost of the land, if the recorded writ-
i0g so indicates.

(2) A security interest under this article may be created in goods
which are fixtures or may continue in goods which become fixtures.
byt no security interest exists under this article in ordinary building
materials incorporated into an improvement on land.

(3) This article does not prevent creation of an encumbrance upon
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fixtures pursuant to real estate law.

(4) A perfected security interest in fixtures has priority over the
conflicting interest of an encumbrancer or owner of the real estate
where

(a) the security interest is a. purchase money security interest, the
interest of the encumbrancer or owner arises before the goods become
fixtures, the security interest is perfected bv a fixture filing before the
goods become fixtures or within ten days thereafter, and the debtor
has an interest of record in the real estate or is in possession of the
real estate: or

(b) the security interest is perfected bv a fixture filing before the
interest of the encumbrancer or; owner is of record, the security inter-
est has priority over any conflicting interest of a predecessor in title of
the encumbrancer or owner, ancj the debtor has an interest of record in
the real estate or is in possession of the real estate: or

(c) the fixtures are readily removable factory or office machines
or readily removable replacements of domestic appliances which are
consumer goods, and before the goods become fixtures the security in-
terest is perfected by any method permitted by this article: or

(d) the conflicting interest is a lien on the real estate obtained by
legal or equitable proceedings after the security interest was perfected
by any method permitted by this article.

(5) A security interest in fixtures, whether or not perfected, has
priority over the conflicting interest of an encumbrancer or owner of
the real estate where

(a) the encumbrancer or owner has consented in writing to the se-
curity interest or has disclaimed an interest in the goods as fixtures: or

(fci the debtor has a right t& remove the goods as against the en-
cumbrancer or owner. If the debtor's right tejrminates. the priority of
the security interest continues fr>r a reasonable time.

(6) Notwithstanding paragraph (a) of subsection (4) but otherwise
subject to subsections (4) and £§L a security interest in fixtures is sub-
ordinate to a construction mortgage recorded before the goods become
fixtures if the goods become fixtures before the completion of the con-
struction. To the extent that ij is given to refinance a construction
mortgage, a mortgage has this priority to the same extent as the con-
struction mortgage.

(7) hi cases not within the preceding subsections, a security inter-
est in fixtures is subordinate to; the conflicting interest of an encum-
brancer or owner of the related real estate who is not the debtor.
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When under gubooctiong (3) or (3) and f4) a the secured
party has priority over the claims ef att persons who have interests in-
all owners and encumbrancers of the real estate, he may, on default,
subject to the provisions of part 5, remove his collateral from the real
estate but he must reimburse any encumbrancer or owner of the real
estate who is not the debtor and who has not otherwise agreed for the
cost of repair of any physical injury, but not for any diminution in
value of the real estate caused by the absence of the goods removed or
by any necessity for replacing them. A person entitled to reimburse-
ment may refuse permission to remove until the secured party gives
adequate security for the performance of this obligation.

Sec. 23. Minnesota Statutes 1974, Section 336.9-318, is amended
to read:

336.9-318 DEFENSES AGAINST ASSIGNEE; MODIFICATION OF
CONTRACT AFTER NOTIFICATION OF ASSIGNMENT; TERM PRO-
HIBITING ASSIGNMENT INEFFECTIVE; IDENTIFICATION AND
PROOF OF ASSIGNMENT. (1) Unless an account debtor has made an
enforceable agreement not to assert defenses or claims arising out of a
sale as provided in section 336.9-206 the rights of an assignee are sub-
ject to

(a) all the terms of the contract between the account debtor and
the assignor and any defense or claim arising therefrom; and

(b) any other defense or claim of the account debtor against the
assignor which accrues before the account debtor receives notification
of the assignment.

(2) So far as the right to payment or a part thereof under an as-
signed contract right has »et already become an account, has not been
fully earned by performance and notwithstanding notification of the
assignment any modification of or substitution for the contract made
in good faith and in accordance with reasonable commercial standards
is effective against an assignee unless the account debtor has other-
wise agreed but the assignee acquires corresponding rights under the
modified or substituted contract. The assignment may provide that
such modification or substitution is a breach by the assignor.

(3) The account debtor is authorized to pay the assignor until the
account debtor receives notification that the account amount due or to
become due has been assigned and that payment is to be made to the
assignee. A notification which does not reasonably identify the rights
assigned is ineffective. If requested by the account debtor, the assignee
must seasonably furnish reasonable proof that the assignment has
been made and unless he does so the account debtor may pay the as-
signor.

(4) A term in any contract between an account debtor and an as-
signor which-is ineffective if it prohibits assignment of an account e*
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contract right te which they are parties ts ineffective -or prohibits cre-
ation of a security interest in a general intangible for money due or to
become due or requires the account debtor's consent Jo such assign-
merit or security interest .

Sec. 24. Minnesota Statutes 1974, Section 336.9-401, is amended
to read:

336.9-401 PLACE OF FILING; ERRONEOUS FILING; REMOVAL
OF COLLATERAL. (1) The proper place to file in order to perfect a se-
curity interest is as follows:

(a) When the collateral is equipment used in farming operations,
or farm products, or accounts -, contract rights; or general intangibles
arising from or relating to the sale of farm products by a farmer, or
consumer goods, or motor vehicles which are not inventory, then in
the office of the register of deeds in the county of the debtor's resi-
dence if the debtor is an individual who is a resident of this state but if
the debtor is an individual who is not a resident of this state or is a
corporation, partnership or other organization then in the office of the
secretary of state, and in addition when the collateral is crops growing
or to be grown in the office of the register of deeds in the county
where the land en which the ereps are growing er te be grown is lo-
cated;

(b) When the collateral is gooda which at the time the oecurity in-
terest attaches we er are te become fixtures, timber to he cut or is
minerals or the like (including oil and gas) or accounts subject to sub-
section (5) of section 336.9-103. or when the financing statement is
filed as a fixture filing (section 336.9-313) and the collateral is goods
which are or are to become fixtures, then in the office ef- the rcgiator ef
deeds i» the county where the reel estate concerned is located where a
mojigage on the real estate would be filed or recorded ;

(c) In all other cases, in the office of the secretary of state.

(2) A filing which is made in good faith in an improper place or
not in all of the places required by this section is nevertheless effective
with regard to any collateral as to which the filing complied with the
requirements of this article and is also effective with regard to collat-
eral covered by the financing statement against any person who has
knowledge of the contents of such financing statement.

(3) A filing which is made in the proper place in this state contin-
ues effective even though the debtor's residence in this state or the use
of the collateral, whichever controlled the original filing, is thereafter
changed.

^4^ H COl iQtC Hu W DPOU^Tlt HllO I.FU9 Stfttf? JIHJftt CLflQlflCF

tten? The rules stated in section 336.9-103 determine whether filing is
necessary in this state.
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(5) Notwithstanding the preceding subsections, the proper place
to file in order to perfect a security interest in collateral, including fix-
tures, of a transmitting utility is the office of the secretary of state.
Such a filing shall not be deemed a separate filing from the filings re-
quired by other laws, if applicable, set forth in subsection (3) of section
336.9-302. This filing constitutes a fixture filing (section 336.9-313) as
to the collateral described therein which is or is to become fixtures.

(6) For the purposes of this section, the residence of an organiza-
tion is its place of business if it has one or its chief executive office if ]t
has more than one place of business.

"Motor vehicle" means any device propelled or drawn by
any power other than muscular power in, upon, or by which any per-
son or property is or may be transported or drawn upon a highway,
excepting building and road construction equipment.

Sec. 25. Minnesota Statutes 1974, Section 336.9-402, is amended
to read:

336.9-402 FORMAL REQUISITES OF FINANCING STATEMENT;
AMENDMENTS; MORTGAGE AS FINANCING STATEMENT. (1) A fi-
nancing statement is sufficient if it gives the name of the debtor and
the secured party, is signed by the debtor and the secured party , gives
an address of the secured party from which information concerning
the security interest may be obtained, gives a mailing address of the
debtor and contains a statement indicating the types or describing the
items, of collateral. A financing statement may be filed before a secu-
rity agreement is made or a security interest otherwise attaches. When
the financing statement covers crops growing or to be grown er goods
which ape er are te become fixtures , the statement must also contain
a description of the real estate concerned and the name of the record
owner thereof. When the financing statement covers timber to be cut
or covers minerals or the like (including oil and gas) or accounts sub-
ject to subsection (5) of section 336.9-103. or when the financing state-
ment is filed as a fixture filing (section 336.9-313) and the collateral is
goods which are or are to become fixtures, the statement must also
comply with subsection (5). A copy of the security agreement is suffi-
cient as a financing statement if it contains the above information and
is signed by both parties the debtor . A carbon, photographic or other
reproduction of a security agreement or a financing statement is suffi-
cient as a financing statement if the security agreement so provides or
if the original has been filed in this state.

(2) A financing statement which otherwise complies with subsec-
tion (1) is sufficient although when it is signed enJy by the secured
party instead of the debtor when it is filed to perfect a security interest

(a) collateral already subject to a security interest in another ju-
risdiction when it is brought into this state , or when the debtor's loca-
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tion is changed to this state . Such a financing statement must state
that the collateral was brought into this state or that the debtor's loca^
tioii was changed to this state under such circumstances r ; QT

(b) proceeds under section 336.9-306 if the security interest in the
original collateral was perfected. Such a financing statement must de-
scribe the original collateral ? ; or

fc) collateral as to which the filinE has lapsed; or

(d) collateral acquired after a change of name, identity or corpo-
rate structure of the debtor (subsection (7)).

(3) A form substantially as follows is sufficient to comply with
subsection (1):

Name of debtor (or assignor)

Address

Name of secured party (or assignee)

Address

1. This financing statement covers the following types (or items)
of property:

(Describe)

2. (If collateral is crops) The above described crops are growing
or are to be grown on:

(Describe real estate and the name of the record owner thereof)

& &f eoHatcrol is geeds whtefc are er are te become fixtureo) The
abeve described goodo «fe affixed er te be affixed te*

tftO
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3. Qf applicable) The above goods are to become fixtures on

(Describe Real Estate) ,.,...^ and this financinE state-
ment is to be filed for record in the real estate records. (If the debtor
does not have an interest of record) The name of a record owner is

4. (If proceeds er products of collateral are claimed)

Proceeds Products of the collateral are also covered.

Use whichever signature line is applicable.

Signature of debtor (or assignor)

Signature of secured party (or assignee)

(4) A financing statement may be amended by filing a writing
signed bv both the debtor and the secured party. An amendment does
not extend the period of effectiveness of a financing statement. :H*e
term "financing statement" as used in this article means the original fi-
nancing statement and any omendmontg btrt If any amendment adds
collateral, it is effective as to the added collateral only from the filing
date of the amendment. In this article, unless the context otherwise re-
quires, the term "financing statement" means the original financing
statement and any amendments.

(5) A financing statement covering timber to be cut or covering
minerals or the like (including oil and gas) or accounts subject to sub-
section (5) of section 336.9-103. or a financing statement filed as a fix-
ture filing (section 336.9-313) where the debtor is not a transmitting
utility, must show that it covers this type of collateral, must recite that
it is to be filed for record in the reaj estate records, and the financing
statement must contain a description of the real estate sufficient if it
were contained in a mortgage of the real estate to give constructive
notice of the mortgage under the law of this state^ If the debtor does
not have an interest of record in the real estate, the financing state-
ment must show the name of a record owner. No description of the
real estate or the name of the record owner thereof is required for a
fixture filing where the debtor is a transmitting utility. Notwithstand-
ing the foregoing a general description of the real estate is sufficient
for a fixture filing where a railroad is the record owner of the real es-
tate on which the fixtures are or are to be located: and for the pur-
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poses of this subsection, the requirement of a general description is
satisfied if the fixture filing (1) identifies the section, township and
range numbers of the county in which the land is located: (2) identifies
the quarter-quarter of the section that the land is located in: (3) indi-
cates the name of the record owner of the real estate: and (4) states
the street address of the real estate if one exists.

(6) A mortgage is effective as a financing statement filed as a fix-
ture filing from the date of its recording if (a) the goods are described
in the mortgage by item or type, (b) the goods are or are to become
fixtures related to the real estate described in the mortgage, (g) the
mortgage complies with the requirements for a financing statement in
this section other than a recital that it is to be filed in the real estate
records, and (d) the mortgage is duly recorded. No fee with reference
to the financing statement is required other than the regular recording
and satisfaction fees with respect to the mortgage.

(7) A financing statement sufficiently shows the name of the deb-
tor if it gives the individual, partnership or corporate name of the deb-
tor. whether or not it adds other trade names or the names of partners.
Where the debtor so changes his name or in the case of an organiza-
tion its name, identity or corporate structure that a filed financing
statement becomes seriously misleading, the filing is not effective to
perfect a security interest in collateral acquired by the debtor more
than four months after the change, unless a new appropriate financing
statement is filed before the expiration of that time, A filed financing
statement remains effective with respect to collateral transferred by
the debtor even though the secured party knows of or consents to the
transfer.

A financing statement substantially complying with the re-
quirements of this section is effective even though it contains minor er-
rors which are not seriously misleading.

Sec. 26. Minnesota Statutes 1974, Section 336.9-403, is amended
to read:

336.9-403 WHAT CONSTITUTES FILING; DURATION OF FIL-
ING; EFFECT OF LAPSED FILING; DUTIES OF FILING OFFICER, (1)
Presentation for filing of a financing statement and tender of the filing
fee or acceptance of the statement by the filing officer constitutes fil-
ing under this article.

(2) Except as provided in subsection (6) a filed financing state-
ment whieh atntco a maturity date ef the obligation secured ef- five
years er teas is effective tmtii 9t*eh maturity date and thereafter fer a
period ef €0 day* Any ether fiied financing statement is effective for a
period of five years from the date of filing. The effectiveness of a filed
financing statement lapses en the expiration ef such 60 day eeried af-
ter a stated maturity date er on the expiration of sweh-the five year pe-
riod T as the ease may be? unless a continuation statement is filed prior
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to the lapse. If a security interest perfected by filing exists at the time
insolvency proceedings are commenced by or against the debtor, the
security interest remains perfected until termination of the insolvency
proceedings and thereafter for a period of 60 days or until expiration
of the fi^e year period, whichever occurs later regardless of whether
the Financing statement filed as to that security interest is destroyed by
the filing officer pursuant to subsection (3). Upon stteh lapse the secu-
rity interest becomes unperfected T , unless it is perfected without fiJU
ing, if t|ie security interest becomes unperfected upon lapse, it is
deemed £o have been unperfected as against a person who became a
purchaser or lien creditor before lapse. A filed financing statement
whteh statc9 that the obligation secured w payable en demand is effec-
tive for five years frem t*»e date ef filing.

(3) A continuation statement may be filed by the secured party (t)
rfiTTTttt ^**?t HTOWtTiS OCrOrC CulO Ou QCiyS ft^r€r « SIQ'CO rHrttri^TTy Out" Or

five years er teas? and (ti) otherwise within six months prior to the ex-
piration of the five year period specified in subsection (2). Any such
continuation statement must be signed by the secured party, identify
the original statement by file number, and state that the original state-
ment is still effective. A continuation statement signed by a person
other than the secured party of record must be accompanied by a sep-
arate written statement of assignment signed by the secured party of
record ajrid complying with subsection {2} of section 336.9-405. includ-
ing payment of the required fee. Upon timely filing of the continuation
statement, the effectiveness of the original statement is continued for
five years after the last date to which the filing was effective where-
upon it lapses in the same manner as provided in subsection (2) unless
another continuation statement is filed prior to such lapse. Succeeding
continuation statements may be filed in the same manner to continue
the effectiveness of the original statement. Unless a statute on disposi-
tion of public records provides otherwise, the filing officer may remove
a lapsed statement from the files and destroy it immediately if he has
retained a microfilm or other photographic record, or in other cases af-
ter one year after the lapse. The filing officer shall so arrange matters
by physical annexation of financing statements to continuation state-
ments or other related filings, or by other means, that if he physically
destroys the financing statements of a period more than five years
past, those which have been continued by a continuation statement or
which are still effective under subsection (6) shall be retained . If insol-
vency pj-Qceedings are commenced by or against the debtor, the se^
cured pj^rty shall notify the filing officer both upon cojnmencement
and termination of the proceedings, and the filing officer shall not de-
stroy any financing statements filed with respect to the, debtor until
termination of the insolvency proceedings. The security interest re-
mains perfected until terminatioji of the insolvency proceedings and
thereafter for a period of 60 days or until expiration of the five year
period, whichever occurs later.

(4) Except as provided in subsection (7) a filing officer shall mark
each statement with a consecutive file number and with the date and
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hour of filing and shall hold the statement or a microfilm or other pho-
tographic copy thereof for public inspection. In addition the filing offi-
cer shall index the statements according to the name of the debtor and
shall note in the index the file number and the address of the debtor
given in the statement, to addition; if the statements eever collateral
TnrftrCFl ftrC WT ttrC CO ffJOOOfllC rTTCtUrCrjj t«C TTttnc ©WlCCr 9n&n fnCICTt tftC

statements according te the name ef the record ewner ef the real es-
tate concerned.

(5) The secretary of state shall prescribe uniform forms for state-
ments and samples thereof shall be furnished to all filing officers in the
state. The uniform fee for filing ; indexing, and furnishing filing data
fer em original er ft continuation statement if the uniform foi'iM ts tised
Snftit oe $39 ono w oQ¥¥)e otncr Tom% vf QQCuiionctr QQC\trAern9 arc pre*
sented; then the fee shall he $& and indexing and for stamping a copy
furnished by. the secured party to show the date and place of filing for
an original financing statement or for a continuation statement shall be
$2 if the statement is in the standard form prescribed by the secretary
of state and otherwise shall be $3. plus in each case, if the financing
statement is subject to subsection (5) of section 336JM02. $5. The uni-
form fee for each name more than one required to be indexed shall be
$1. The secured party may at his option show a trade name for any
person and an extra uniform indexing fee of $1 shall be paid with re-
spect thereto,

(6) If the debtor is a transmitting utility (subsection (5) of section
336.9-4O1) and a filed financing statement so states. U is effective until
a termination statement is filed, A real estate mortgage which is effec-
Uye as a fixture filing under subsection (6) of section 336.9-402 re-
mains effective as a fixture filing until the mortgage is released or sat-
isfied of record or its effectiveness otherwise terminates as to thg real
estate.

(7) When a financing statement covers timber to be cut or covers
minerals or the like (including oil and gas) or accounts subject to sub-
section (5) of section 336.9-103. or is filed as a fixture filing, it shall be
filed for record and the filing officer shall index it under the names of
the debtor and any owner of record shown on the financing statement
in the same fashion as if they were the mortgagors in a mortgage of
the real estate described, and, to the extent that the law of this state
provides for indexing of mortgages under the name of the mortgagee,
under the name of the secured party as if he were the mortgagee there-
under, or. for filing offices other than the secretary of state, where in-
dexing is by description in the same fashion as if the financing state-
ment were a mortgage of the real estate described. If requested of the
filing officer on the financing statement, a financing statement filed for
record as a fixture filing in the same office where nonfixture filings are
made is effective, without a dual filing, as to collateral listed thereon
for which filing is required in such office pursuant to section &-4Q1 (1)
ta)i in such case, the filing officer shall also index the recorded state-
ment in accordance with subsection (4) using the recording data in lieu
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a file number.

The fees provided for in this article shall supersede the fees
for similar services otherwise provided for by law except in the case of
security interests filed in connection with a certificate of title on a mo-
tor vehicle.

Sec. 27. Minnesota Statutes 1974, Section 336.9-404, is amended
to read:

336.9-404 TERMINATION STATEMENT. (1) If a financing state-
ment covering consumer goods is filed on or after January Ij 1976.
then within one month or within ten days following written demand by
the debtor after there is no outstanding secured obligation and no com-
mitment to make advances, incur obligations or otherwise give value,
the secured party must file with each filing officer with whom the fi-
nancing statement was filed, a termination statement to the effect -that
Jie no longer claims a security interest under the financing statement.
Which shall be identified by file number. In other cases whenever there
Is no outstanding secured obligation and no commitment to make ad-
vances, incur obligations, or otherwise give value, the secured party
must on written demand by the debtor send the debtor > for each filing
officer with whom the financing statement was filed, a termination
statement to the effect that he no longer claims a security interest un-
der the financing statement, which shall be identified by file number. A
termination statement signed by a person other than the secured party
of record must mehtdc er be accompanied by the assignment er a sep-
arate written statement of assignment signed by the secured party of
rCCOrQ lllftt flC rlQS Q991££flCQ tfWJ fJOOUrtty U?llCPC9t TO tflC 9t§ttC^ Or tilC
termination atatcmont and complying with subsection (2) of section
336.9-405, including payment of the required fee , The uniform *ee for
Itting and indexing s«e» an aaoignmont er atatcmcnt thereof shall be
<rir If the affected secured party fails to file such a termination state-
ment as required by this subsection, or to send such a termination
statement within ten days after proper demand therefor he shall be lia-
ble to the debtor for $100, and in addition for any loss caused to the
debtor by such failure.

(2) On presentation to the filing officer of such a termination
statement he must note it in the index. The filing officer shaft remove

OF

party the financing statement and any continuation statement, atato
ment ef assignment, er statement e* release pertaining thereto. If he
has received the termination statement in duplicate, he shall return one
copy of the termination statement to the secured party stamped to
show the time of receipt thereof. If the filing officer has a microfilm or
other photographic record of the financing statement, and of any re-
lated continuation statement, statement of assignment and statement
of release, he may remove the originals from the files at any time after
receipt of the termination statement, or if he has no such record, he
may remove them from the files at any time after one year after re-
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ceipt of the termination statement.

(3) If the termination statement is in the standard form prescribed
by the secretary of state the uniform fee for filing and indexing a-the
termination statement including sending er delivering the financing
statement shall be $1 and otherwise shall be $2. plus in each case, if
the original financing statement was subject to subsection (5) of sec-
tion 336.9-402. the fee prescribed by section 357.18. subdivision _L
clause (1). An additional fee of $1 shall be charged for each name more
than one against which the termination statement is required to be
filed.

Sec. 28. Minnesota Statutes 1974, Section 336.9-405, is amended
to read:

336.9-405 ASSIGNMENT OF SECURITY INTEREST; DUTIES OF
FILING OFFICER; FEES. (1) A financing statement may disclose an as-
signment of a security interest in the collateral described in the financ-
ing statement by indication in the financing statement of the name and
address of the assignee or by an assignment itself or a copy thereof on
the face or back of the statement. Either the original secured party er
the assignee may sign this otatcmont fts the secured party? On presen-
tation to the filing officer of such a financing statement the filing offi-
cer shall mark the same as provided in section 336.9-403(4). The uni-
form fee for filing, indexing, and furnishing filing data for a financing
statement so indicating an assignment shall be $2 r A the same as the
fee prescribed in section 336.9-403. clause (5).

(2) A secured party may assign of record all or a part of his rights
under a financing statement by the filing in the place where the origi-
nal financing statement was filed of a separate written statement of as-
signment signed by the secured party of record and setting forth the
name of the secured party of record and the debtor, the file number
and the date of filing of the financing statement, and the name and ad-
dress of the assignee and containing a description of the collateral as-
signed. A copy of the assignment is sufficient as a separate statement
if it complies with the preceding sentence. On presentation to the filing
officer of such a separate statement, the filing officer shall mark such
separate statement with the date and hour of the filing. He shall note
the assignment on the index of the financing statement, or in the case
of a fixture filing, or a filing covering timber to be cut, or covering
minerals or the like (including oil and gas) or accounts subject to sub-
section (5) of section 336.9-103. he shall index the assignment under
the name of the assignor as grantor and, to the extent that the law of
this state provides for indexing the assignment of a mortgage under
the name of the assignee, he shall index the assignment of the financ-
ing statement under the name of the assignee . The uniform fee for fil-
ing, indexing, and furnishing filing data about such a separate state-
ment of assignment shall be $2 if the statement is in the standard form
prescribed by the secretary of state and otherwise shall be $3. plus in
each case, if the original financing statement was subject to subsection
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(5) of section 336.9-402. the fee prescribed by section 357.18. subdivi-
sion (1). clause (1). An additional fee of $1 shall be charged for each
name more than one against which the statement of assignment is re-
quired to be indexed. Notwithstanding the provisions of this subsec-
tion, an assignment of record of a security interest in a fixture con-
tained in a mortgage effective as a fixture filing (subsection (6) of
section 336.9-402) may be made only bv an assignment of the mort-
gage in the manner provided by the law of this state other than this
act.

(3) After the disclosure or filing of an assignment under this sec-
tion, the assignee is the secured party of record.

Sec. 29. Minnesota Statutes 1974, Section 336.9-406, is amended
to read:

336.9-406 RELEASE OF COLLATERAL; DUTIES OF FILING OF-
FICER; FEES. A secured party of record may by his signed statement
release all or a part of any collateral described in a filed financing
statement. The statement of release is sufficient if it contains a de-
scription of the collateral being released, the name and address of the
debtor, the name and address of the secured party, and the file number
of the financing statement. A statement of release signed by a person
other than the secured party of record must be accompanied bv a sep-
arate written statement of assignment signed by the secured party of
record and complying with subsection (2) of section 336.9-405. includ-
ing payment of the required fee. Upon presentation of such a state-
ment of release to the filing officer he shall mark the statement with
the hour and date of filing and shall note the same upon the margin of
the index of the filing of the financing statement. The uniform fee for
filing and noting such a statement of release shall be $2 if the state-
ment is in the standard form prescribed by the secretary of state and
otherwise shall be $3. plus in each case, if the original financing state-
ment was subject to subsection (5) of gection 336.9-402. the fee pre-
scribed by section 357.18. subdivision jj clause (1). An additional fee of
$1 shall be charged for each narng more than one against which the
statement of release is required to be indexed .

Sec. 30. Minnesota Statutes 1974, Section 336.9-407, is amended
to read:

336.9-407 INFORMATION FROM FILING OFFICER. (1) If the per-
son filing any financing statement, termination statement, statement of
assignment, or statement of release, furnishes the filing officer a copy
thereof, the filing officer shall upon request note upon the copy the file
number and date and hour of the filing of the original and deliver or
send the copy to such person.

(2) Upon request of any person, the filing officer shall issue his
certificate showing whether there is on file on the date and hour stated
therein any presently effective financing statement naming a particular
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debtor and any statement of assignment thereof and, if there is, giving
the date and hour of filing of each such statement and the names and
addresses of each secured party therein. The uniform fee for such a
certificate shall be $2 if the request is in the standard form prescribed
by the secretary of state and otherwise shall be $3 plus $.50 for each
financing statement and for each statement of assignment reported
therein. Upon request the filing officer shall furnish a copy of any filed
financing statement or statement of assignment for a uniform fee of
$.50 per page.

Sec. 31. Minnesota Statutes 1974, Chapter 336, is amended by
adding a section to read: '

[336.9-408] FINANCING STATEMENTS COVERING CON-
SIGNED OR LEASED GOODS. A consignor or lessor of goods may file
a financing statement using the terms "consignor." "consignee." "les-
sor." "lessee" or the like instead of the terms specified in section
336.9-402. The provisions of this part shall apply as appropriate to
such a financing statement but its filing shall not of itself be a factor in
determining whether or not the consignment or lease is intended as se-
curity (section 336.1-201, clause (37)). However, if it is determined for
other reasons that the consignment or lease is so intended, a security
interest of the consignor or lessor which attaches to the consigned or
leased goods is perfected by such filing.

Sec. 32. Minnesota Statutes 1974, Chapter 336, is amended by
adding a section to read:

[336.9-410] DESTRUCTION OF OLD RECORDS. Unless a filing
officer has notice of an action pending relative thereto, he may remove
from the files and destroy

(a) a lapsed financing statement, a lapsed continuation statement.
a statement of assignment or release relating to either, and any index
of any of them, one year or more after lapse; and

(b) a termination statement and the index on which it is noted,
three years or more after the filing of the termination statement.

Sec. 33. Minnesota Statutes 1974, Section 336.9-501, is amended
to read:

336.9-501 DEFAULT; PROCEDURE WHEN SECURITY AGREE-
MENT COVERS BOTH REAL AND PERSONAL PROPERTY. (1) When
a debtor is in default under a security agreement, a secured party has
the rights and remedies provided in this part and except as limited by
subsection (3) those provided in the security agreement. He may re-
duce his claim to judgment, foreclose, or otherwise enforce the secu-
rity interest by any available judicial procedure. If the collateral is doc-
uments the secured party may proceed either as to the documents or
as to the goods covered thereby. A secured party in possession has the
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rights, remedies, and duties provided in section 336.9-207. The rights
and remedies referred to in this subsection are cumulative.

(2) After default, the debtor has the rights and remedies provided
in this part, those provided in the security agreement, and those pro-
vided in section 336.9-207.

(3) To the extent that they give rights to the debtor and impose
duties on the secured party, the rules stated in the subsections referred
to below may not be waived or varied except as provided with respect
to compulsory disposition of collateral (subsection &) ef aeetton 336.9-
5O5)-(subsection £3J of section 336.9-5O4) and with respect to redemp-
tion of collateral (section 336.9-506) but the parties may by agreement
determine the standards by which the fulfillment of these rights and
duties is to be measured if such standards are not manifestly unreason-
able:

(a) Subsection (2) of section 336.9-502 and subsection (2) of sec-
tion 336.9-5O4 insofar as they require accounting for surplus proceeds
of collateral;

(b) Subsection (3) of section 336.9-504 and subsection (1) of sec-
tion 336.9-5O5 which deal with disposition of collateral;

(c) Subsection (2) of section 336.9-505 which deals with accep-
tance of collateral as discharge of obligation;

(d) Section 336.9-506 which deals with redemption of collateral;
and

(e) Subsection (1) of section 336.9-507 which deals with the se-
cured party's liability for failure to comply with this part.

(4) If the security agreement covers both real and personal prop-
erty, the secured party may proceed under this part as to the personal
property or he may proceed as to both the real and the personal prop-
erty in accordance with his rights and remedies in respect of the real
property in which case the provisions of this part do not apply.

(5) When a secured party has reduced his claim to judgment the
lien of any levy which may be made upon his collateral by virtue of
any execution based upon the judgment shall relate back to the date of
the perfection of the security interest in such collateral. A judicial sale,
pursuant to such execution, is a foreclosure of the security interest by
judicial procedure within the meaning of this section, and the secured
party may purchase at the sale and thereafter hold the collateral free
of any other requirements of this article.

Sec. 34. Minnesota Statutes 1974, Section 336.9-502, is amended
to read:
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336.9-502 COLLECTION RIGHTS OF SECURED PARTY. (1)
When so agreed and in any event on default the secured party is enti-
tled to notify an account debtor or the obligor on an instrument to
make payment. to him whether or not the assignor was theretofore
making collections on the collateral, and also to take control of any
proceeds to which he is entitled under section 336.9-306.

(2) A secured party who by agreement is entitled to charge back
uncollected collateral or otherwise to full or limited recourse against
the debtor and who undertakes to collect from the account debtors or
obligors must proceed in a commercially reasonable manner and may
deduct his reasonable expenses of realization from the collections. If
the security agreement secures an indebtedness, the secured party
must account to the debtor for any surplus, and, unless otherwise
agreed, the debtor is liable for any deficiency. But, if the underlying
transaction was a sale of accounts 7 contract rights, or chattel paper,
the debtor is entitled to any surplus or is liable for any deficiency only
if the security agreement so provides.

Sec. 35. Minnesota Statutes 1974, Section 336.9-504, is amended
to read:

336.9-504 SECURED PARTY'S RIGHT TO DISPOSE OF COLLAT-
ERAL AFTER DEFAULT; EFFECT OF DISPOSITION. (1) A secured
party after default may sell, lease, or otherwise dispose of any or all of
the collateral in its then condition or following any commercially rea-
sonable preparation or processing. Any sale of goods is subject to the
article on sales (article 2). The proceeds of disposition shall be applied
in the order following to

(a) the reasonable expenses of retaking, holding, preparing for
sale or lease , selling, leasing and the like, and, to the extent provided
for in the agreement and not prohibited by law, the reasonable attor-
neys' fees and legal expenses incurred by the secured party;

(b) the satisfaction of indebtedness secured by the security inter-
est under which the disposition is made;

(c) the satisfaction of indebtedness secured by any subordinate
security interest in the collateral if written notification of demand
therefor is received before distribution of the proceeds is completed. If
requested by the secured party, the holder of a subordinate security in-
terest must seasonably furnish reasonable proof of his interest, and un-
less he does so, the secured party need not comply with his demand.

(2) If the security interest secures an indebtedness, the secured
party must account to the debtor for any surplus, and, unless other-
wise agreed, the debtor is liable for any deficiency. But if the underly-
ing transaction was a sale of accounts, contract rights, or chattel pa-
per, the debtor is entitled to any surplus or is liable for any deficiency
only if the security agreement so provides.
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(3) Disposition of the collateral may be by public or private pro-
ceedings and may be made by way of one or more contracts. Sale or
other disposition may be as a unit or in parcels and at any time and
place and on any terms but every aspect of the disposition including
the method, manner, time, place and terms must be commercially rea-
sonable. Unless collateral is perishable or threatens to decline speedily
in value or is of a type customarily sold on a recognized market, rea-
sonable notification of the time and place of any public sale or reason-
able notification of the time after which any private sale or other in-
tended disposition is to be made shall be sent by the secured party to
the debtor, and except in the ease ef consumer geeds to any ether per-
sen whe has a security interest in the collateral and whe has d«ty fited
a financing statement indexed in the nameef the debtor m this state er
^nrftQ T3 HnO^Arn OTT trie SCCUrCd pft^ry CO ftftVc ft SCOUrtty IntCrC 9l HT tftc

coilaterat-if he has not signed after default a statement renouncing or
modifying his right to notification of sale. In the case of consumer
goods no other notification need be sent. In other cases notification
shall be sent to any other secured party from whom the secured party
has received (before sending his notification to the debtor or before the
debtor's renunciation of his rights) written notice of a claim of an in-
terest in the collateral . The secured party may buy at any public sale
and if the collateral is of a type customarily sold in a recognized mar-
ket or is of a type which is the subject of widely distributed standard
price quotations he may buy at private sale.

(4) When collateral is disposed of by a secured party after default,
the disposition transfers to a purchaser for value all of the debtor's
rights therein, discharges the security interest under which it is made
and any security interest or lien subordinate thereto. The purchaser
takes free of all such rights and interests even though the secured
party fails to comply with the requirements of this part or of any judi-
cial proceedings

(a) in the case of a public sale, if the purchaser has no knowledge
of any defects in the sale and if he does not buy in collusion with the
secured party, other bidders, or the person conducting the sale; or

(b) in any other case, if the purchaser acts in good faith.

(5) A person who is liable to a secured party under a guaranty,
endorsement, repurchase agreement, or the like and who receives a
transfer of collateral from the secured party or is subrogated to his
rights has thereafter the rights and duties of the secured party. Such a
transfer of collateral is not a sale or disposition of the collateral under
this article.

Sec. 36. Minnesota Statutes 1974, Section 336.9-505, is amended
to read:

336.9-505 COMPULSORY DISPOSITION OF COLLATERAL; AC-
CEPTANCE OF THE COLLATERAL AS DISCHARGE OF OBLJGA-
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TION. (1) If the debtor has paid 60 percent of the cash price in the
case of a purchase money security interest in consumer goods or 60
percent of the loan in the case of another security interest in consumer
goods, and has not signed after default a statement renouncing or
modifying his rights under this part a secured party who has taken
possession of collateral must dispose of it under section 336.9-504 and
if he fails to do so within 90 days after he takes possession the debtor
at his option may recover in conversion or under section 336.9-507(1)
on secured party's liability.

(2) In any other case involving consumer goods or any other col-
lateral a secured party in possession may, after default, propose to re-
tain the collateral in satisfaction of the obligation. Written notice of
such proposal shall be sent to the debtor and except in the ease ef con-
sumer geeds to any ether secured party who has a security interest in
tne collateral and whe has d«iy filed a financing statement indexed in
CflC FlUlriC Ol 1.F1C uODlOP Hi CrU9 9LUIC OP t9 JUiO^nm Dy I FIG jCCrirCQ
fft pO99C391 Ofl tO ftftVC €1 9CCtH"try tfn€P&9r ttt ttr TT tftC OODIQP OP
person entitled te receive notification objects in writing within 36 days
YrOiTi titC PCCOtpt Or LliC nQnTxCaCTOn OP TT GUIV ocnCP SCCUFOQ Oftrty O^^
jeets in writing within 30 days after the secured party obtains posses-

Or

336.0-604 if he has not signed after default a statement renouncing or
modifying his rights under this subsection. In the case of consumer
goods no other notice need be given. In other cases notice shall be sent
to any other secured party from whom the secured party has received
(before sending his notice to the debtor or before the debtor's renunci-
ation of his rights) written notice of a claim of an interest in the collat-
eral. If the secured party receives objection in writing from a person
entitled to receive notification within 21 days after the notice was sent.
the secured party must dispose of the collateral under section 336.9-
504 . In the absence of such written objection the secured party may
retain the collateral in satisfaction of the debtor's obligation.

Sec. 37. Minnesota Statutes 1974, Chapter 336, is amended by
adding sections to read:

Article 1 1

[336.11-101] EFFECTIVE DATE. This act shall become effective
at 12:01 a.m. on January 1. 1977.

[336.11-102] PRESERVATION OF OLD TRANSACTION PROVI-
SION. The provisions of section 336.10-lOj shall continue to appjy to
chapter 336 as amended by this act and for this purpose Minnesota
Statutes 1971. Chapter 336 and its amendments by this act shall be
considered one continuous statute.

[336.11-103] TRANSITION TO AMENDED UNIFORM COMMER-
CIAL CODE; GENERAL RULE. Transactions validlv entered into after
June 30. 1966 and before January J^ 1977. and which were subject to
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the provisions of Minnesota Statutes 1971. Chapter 336. and which
would be subject to chapter 336 as amended if they had been entered
into after December 31. 1976 and the rights, duties and interests flow-
ing from such transactions remain valid after the latter date and may
be terminated, completed, consummated or enforced as required or
permitted by chapter 336 as amended by this act. Security interests
arising out of such transactions which are perfected before January j^
1977 shall remain perfected until they lapse as provided in chapter 336.
as amended byj this act, and may be continued as permitted by chapter
336 as amended by this act, except as stated in section 336.11-105.

[336,11-104] TRANSITION PROVISION ON CHANGE OF RE-
QUIREMENT OF FILING. A security interest for the perfection of
which fUing or the taking Qf possession was required under Minnesota
Statutes JL97L Chapter 336. and which attached prior to January 1^
1977 but was not perfected shall be deemed perfected on January .L
197? if chapter 336. as amended by this act, permits perfection without
filing or authorizes filing in the office or offices where a prior ineffec-
Uvg filing was made.

[336,11-105] TRANSITION PROVISION ON CHANGE OF PLACE
OF FILING. (1) A financing statement or continuation statement filed
prior to January .L 1977 which shall not have lapsed prior to January
lj 1977 shall remain effective for the period provided in Minnesota
Statutes 1971, Chapter 336. but not less than five years after the filing.

(2) jyjth respect to any collateral acquired by the debtor subse-
quent to. December 31. 1976. any effective financing statement or con-
tinuation statement described in this section shall apply only if the fil-
ing or filings are in the office or offices that would be appropriate to
perfect the security interests in the new collateral under chapter 336 as
amended by this act.

(3) The effectiveness of any financing statement or continuation
statement filed prior to January .L 1977 may be continued by a contin-
uation statement as permitted by chapter 336 as amended bv this act,
except that if chapter 336. as amended by this act requires a filing in
an office where there was no previous financing statement, a ne\v fi-
nancing statement conforming to section 336.11-106 shall be filed in
that offic^

(4) If the record of a mortgage of real estate would have been ef-
fective as a fixture filing of goods described therein if chapter 336 as
amended by this act had been in effect on the date of recording the
mortgage, the mortgage shall be deemed effective as a fixture filing as
to such goods under subsection (6) of section 336.9^02 of chapter 336
as amended by this act on January 1. 1977.

[336.11-106] REQUIRED REFILINGS. £1) If a security interest is
perfected or has priority when this act takes effect as to a|l persons or
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as to certain persons without any filing or recording, and if the filing of
a financing statement would be required for the perfection or priority
of the security interest against those persons under chapter 336. as
amended bv this act, the perfection and priority rights of the security
interest continue until January 1^ 1979. The perfection will then lapse
unless a financing statement is filed as provided in subsection (4) or
unless the security interest is perfected otherwise than by filing.

(2) If a security interest is perfected when chapter 336. as
amended by this act takes effect under a law other than chapter 336
which requires no further filing, refiling or recording to continue its
perfection, perfection continues until and will lapse January r, 1980.
unless a financing statement is filed as provided in subsection £4) or
unless the security interest is perfected otherwise than by filing, or un-
less under subsection (3) of section 336.9-302 the other law continues
to govern filing.

(3) If a security interest Is perfected by a filing, refiling or record-
ing under a law repealed by this act which required further filing, refil-
ing or recording to continue its perfection, perfection continues and
will lapse on the date provided by the law so repealed for such further
filing, refiling or recording unless a financing statement is filed as pro-
vided in subsection (4) or unless the security interest is perfected oth-
erwise than by filing.

(4) A financing statement may be filed within six months before
the perfection of a security interest would otherwise lapse. Any such
financing statement may be signed by either the debtor or the secured
party. ]t must identify the security agreement, statement or notice
(however denominated in any statute or other law repealed or modified
by this act), state the office where and the date when the last filing, re-
filing or recording, if any, was made with respect thereto, and the fil-
ing number, if any, or book and page, if any, of recording and further
state that the security agreement, statement or notice, however de-
nominated, in another filing office under chapter 336 or under any stat-
ute or other law repealed or modified by this act is still effective. Sec-
tion 336.9-401 and section 336.9-103 determine the proper place to file
such a financing statement. Except as specified in this subsection, the
provisions of section 336.9-403(3) for continuation statements apply to
such a financing statement.

[336.11-107] TRANSITION PROVISIONS AS TO PRIORITIES.
Except as otherwise provided in article H. Minnesota Statutes 19_71.
Chapter 336 shall apply to any questions of priority if the positions of
the parties were fixed prior to January .L 1977. In other cases ques-
tions of priority shall be determined by chapter 336 as amended by this
act.

[336.11-108] PRESUMPTION THAT RULE OF LAW CONTIN-
UES UNCHANGED. Unless a change in law has clearly been made, the
provisions of chapter 336. as amended shall be deemed declaratory of
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the meaning of Minnesota Statutes 1971, Chapter 336,

Sec. 38. Minnesota Statutes 1974. Section 336.9-408. is repealed.

Approved April 3, 1976.

CHAPTER 136—S.F.No.161

An act relating to highway traffic regulations; required equipment on certain
vehicles; amending Minnesota Statutes 1974, Section 169.733.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MIN-
NESOTA:

Section 1. Minnesota Statutes 1974, Section 169.733, is amended
to read:

169.733 HIGHWAY TRAFFIC REGULATIONS; WHEEL FLAPS
ON TRUCKS AND TRAILERS. Every truck, trailer and-, semi-trailer,
excepting pole trailers trailer, and rear-end dump traekft-truck except-
ing rear-end dump farm trucks shall be provided with wheel flaps or
other suitable protection above and behind the rearmost wheels of the
vehicle or combination of vehicles to prevent, as far as practicable,
such wheels from throwing dirt, water, or other materials on the
windshields of vehicles which follow. Such flaps or protectors shall be
at least as wide as the tires they are protecting and shall have a
ground clearance of not more than one-fifth of the horizontal distance
from the center of the rearmost axle to the flap under any conditions
of loading or operation of the motor vehicle and shaH be at teas* as
wide as the tires they are protecting . Provided that in the case of a
dump truck or truck with a rigid box fastened to its frame and haying
a conveyor belt or chain in the bottom of the vehicle which moves the
cargo to the rear end of the vehicle, the flaps shall be mounted as far
to the rear of the vehicle as practicable and shall have a ground clear-
ance of not more than 18 inches when the vehicle is loaded.

If the motor vehicle is so designed and constructed that the above
requirements are accomplished by means of body construction or other
means of enclosure, then no such protectors or flaps shall be required.

If the rear wheels are not covered at the top by fenders, body or
other parts of the vehicle, the flap or other protective means shall be
extended at least to a point directly above the center of'the rearmost
axle.

Lamps or wiring shall not be attached to fender flaps.

Sec. 2. This act is effective January h 1977.
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