
Ch. 232, Art. 1 LAWS of MINNESOTA for 1989 736 

CHAPTER 232—H.F.No. 579 
An act relating to certain commercial transactions; adopting an article of the uniform 

commercial code that governs leases; providing the conditions for the determination of the 
existence of certain vehicle leases; amending Minnesota Statutes 1988, sections I68A.17, by 
adding a subdivision; 336.1-I05; 336.]-201; and 336.9-I13," proposing coding for new law in 
Minnesota Statutes, chapter 336. 

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

ARTICLE 1 

ARTICLE 2A — LEASES 
PART 1. GENERAL PROVISIONS 

Section 2A-101. [336.2A—l01] SHORT TITLE. 
Il1§a_rfl9§L12nD2knq!mar;§m2xb22iw;<1§§m§_1ir;¥9_n2Q<u_nLn;c:; 

g_i_a_l Code; Leases. 

Sec. 2A-102. [336.2A-102] SCOPE. 
This article applies t_o fly transaction, r_egardless o_f form, that creates Q 

lease. 

Sec. 2A-103. [336.2A-103] DEFINITIONS AND INDEX OF DEFINI- 
TIONS. 

Q) Q E article unless th_e context otherwise requires: 
(Q) “Buyer Q ordinary course Q business” means Q person yyhg in gggd _f}_1_i_t_h 

ts0_r 
security interest g leasehold interest o_f Q third party Q th_e goods Qys i_n 
ordingy course from Q person i_n gm business o_f selling goods o_f Q 1E E n_ot include Q pawnbroker. “Buying” fiy Q :91 gglg 9; by exchange _o_f 
other property g _C£l_ secured 9_r unsecured credit -a_nQl includes receiving goods o_r 
documents 91‘ tfilg under Q Qreexisting contract Q‘ Q E E n_ot include Q 
transfer ir_1 _l11l_k 9; gig security fir g i_n total g partial satisfaction gf Q money 
debt. 

(12) “Cancellation” occurs when either party guts Q egg t_o the lease contract 
3); default by tl_1Q other party. 

(Q) “Commercial unit” means Q unit _o_f goods that by commercial usage g Q 
single whole Q purposes o_f lease and division g which materially impairs it_s 
character or value on the market or in use. A commercial unit may be Q 
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737 LAWS of MINNESOTA for 1989 Ch. 232, Art. 1 

single article, as a machine, or a set of articles, Q Q suite 9; _f‘p1;_n'gt_u_rce pi; Q 1_i_I_1_9_ o_f 
machinegy, or_a _guantity, as—a gross or carload, pg Qpy 9_tfl*._1; fl t1Llte_<1 i_n_E 
9: n its ___relevant r_n.L1wt Q 2 fi_ns1_e £119.12 

(51) “Conforming: goods or performance under Q lease contract means goods 
9rL___efi0mancefl12t£2ia§999r<1an_wuimtl;§2lJ£sLtL92§u;1mfl12L9:1§s 
contract. 

@)____“C0nsumerh_a$Zm2maL92$fl¢taL9§§9rr9su1aflxe_ng2sfliutm 
business pg‘ leasing g selling mQl<_e_s t_p Q lessee, except Qp organization, v_vh_o 
takes under the leg primarily ggg Q personal, family, pg household purpose, gf 
options tp g_e_r_1fl g lpgy, pp gpg exceed 311% 

(9 “Fault” means wrongful a_cg, omission, breach, pg default. 

gg) “Finance lease” means Q l_e_Q_sp _l_I_l_ which (_1_) gap lessor _®_§_ pg select, 
manufacture Q‘ supply t_l_rp goods, Q) th_e lessor acguires tl1_e ggig g flip _r_i§1_t_ t_o 
possession Q_n_c_l_ pg; 

pg‘ 
fl_l__e_ goods i_I_1_ connection Egg; glgp lease, Qn_d Q) e_igl_t_e_r_ Q) 

ggip lessee receives Q pppy pf t_lg§ contract evidencing fie 1essor’s purchase o_f ghp 
goods Q Q disclaimer statement Q g before signing ‘ghp leQ§p contract, g §i_i) 
_t_lgp lessee’s approval pf tpp contract evidencing pip lessor’s purchase o_f glgp 
goods _o_r_ Q disclaimer statement i_s Q condition t_o effectiveness 

pg‘ 
th_e _lp_a_sp 

contract. “Disclaimer statement” mean_s_ Q written statement glgag i_s pQr_t pf g 
separate g‘gp__rr_1_ fig 13$ contract glgQt discloses Qll warranties _zQ1_d other rigl_its 
provided gp t_l_1Q lessee l_)y tpe lessor gig supplier i_n connection @ t_hp le_a_Qg 
contract Qrg informs t_lgp lessee i_n Q conspicuous manner tl1_ag there Qge pp 
warranties pg other rights provided t_o t_h_e lessee l_>y ghp lessor £1 supplier other 
than those disclosed Q fie statement. 

(lg) “Goods” means Ql_l things that Qr_e movable Qt t_h_e_ time pg‘ identification 
gp fig lease contract, pg QQ fixtures gsection 2A-309), bit gig term does Q 
include money, documents, instruments, accounts, chattel paper, general intan- 
gibles, p_g minerals pg th_e like, including o_il El ggp, before extraction. The term 
also includes pip unborn young p_f animals. 

Q) “Installment lease contract” means Q lease contract that authorizes pg 
reguires t_h_e delivegy pf goods i_n separate lpgg _tp Q separately accepted, even 
though E lease contract contains Q clause “each delivegy _i_§ Q separate lease” pg 
jg eguivalent. 

Li) “Lease” means Q transfer o_f g_h_e_ gigfi _t_p possession a_rgc_1 _l_l_S_C_ o_f goods f_og 
Q tprggg ip return Qg consideration, E Q s_ale, including Q _s_Qle_: Q approval o_r Q 
g_l_e pg return, g retention pg creation _cQ‘ Q security interest i_s _n_o_g Q lease. 
Unless Qt; context clearly indicates otherwise, gl_i_e_ term includes Q sublease. 

(lg) “Lease agreement” means fl_1§_ bargain, with respect gp Q9 lease, pf t_h_g 
lessor Qggd ghp lessee pg g‘zt_(:t _2§ found Q their language pg l_3y implication from 
other circumstances including course _o_f dealing pg usage o_f trade pg course 

pg‘ 

performance _a_s provided jp gp_i_§ article. Unless glge context clearly indicates 
otherwise gl_i_e_ term includes Q sublease agreement.~ 
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Ch. 232, Art. 1 LAWS of MINNESOTA for 1989 738 

Q) “Lease contract” means fie total legal obligation that results fromE 
lease agreement Q alfected py E article £1 E other applicable rules o_f law. 
Unless gig context clearly indicates otherwise, gig term» includes Q sublease 
contract. 

Lg) “Leasehold interest” means Q interest pf gi_e lessor g tli_e lessee under 
Q lease contract. 

(E) “Lessee” means Q person who acquires th_e right t_o possession and g o_f 
goods under Q lease. Unless fie context clearly indicates otherwise, th_e term 
includes Q sublessee. 

Q) “Lessee _ip ordiigigy course gf business” means Q person yvgg _l_I'_l_ gopg E without knowledge giQ3 gig lgfig _i_s Q violation _c_)_f gig ownership rigl_its g security interest 91 leasehold interest pf Q third party Q th_e goods leases in_ 
ordinagy course fig Q person _ip tfi business _<_)_f_' selling 9; leasing goods pf gi_Q; 
kild E n_ot include Q pawnbroker. “Leasing” Ey E Q 9a_sh g py 
exchange o_f property g _O_I1_ secured pg unsecured credit £1 includes 
receiving goods Q‘ documents pf t_igc_*, under Q pre-existing lease contractE 
Q_e_s rig include Q transfer Q 1 g a_s security fgr 9; Q t_og1 g partial 
satisfaction o_f Q money gig ’ 

(p) “Lessor” means Q person L110 transfers gig gig _tp possession £1 Lapf 
goods under Q lease. Unless Q context clearly indicates otherwise, gig term 
includes Q sublessor. 

(g) “Lessor’s residual interest” means _t__li§ lessor’s interest i_r_i gip goods after 
expiration, termination, pg cancellation pf t_h_e lease contract. 

r “Lien” means a char e a ainst or interest in oods to secure miyment of —————&J:——.—— —a — 
. .- 

Q debt g performance o_f Q obligation, E tl'i_e term does n_ot include Q security 
interest.

‘ 

(§)E%a.Iw;e10_r2si_ngl_e£t;L<2L9m§£i_s£1§§11l>i991LI1;w2fa 
separate lease g delivery, whether 9_I_‘ pp; _i_t _i§ sufficient pg perform gig lease 
contract. 

(Q “Merchant lessee” means Q lessee that i_s Q merchant with respect tg 
goods o_f LIE kind subject 19 gig lease. 

(Q) “Present value” means gig amount Q§ o_f Q date certain 9_f E o_r more 
sums payable _ip t_h_e future, discounted t_o th_e date certain. The discount i_s 

determined _1_i_y E interest rate specified by gig parties if jg rate ygg _r_19_t 

manifestly unreasonable a_t th_e time tli_e transaction was entered into; otherwise, 
gip discount _i_s_ determined by Q commercially reasonable rate that takes into 
account tli_e facts and circumstances o_f each case a_t E time Q transaction yv_a_§ 
entered into. 

(y) “Purchase” includes taking _lgy sale, lease, mortgagg, security interest, 
pledge, gift, g fly other voluntary transaction creating Q interest Q goods. 
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739 LAWS of MINNESOTA for 1989 Ch. 232, Art. 1 

up “Sublease” means g lease o_f goods th_e g'gh_t ‘Q @§gs_s_i9_n £1 @ 9_f_' 
whichna§___q__ac uiredl-;:Lfl1;6_h*»_s;§<£z1§21_t=;_sse_eun_<1<=ra_n2Emxa1e_2Is2. 

(Q “Supplier” means Q person from whom _a lessor buys 95 leases goods ‘Q 
pp leased under a_1 finance lease. 

(1) “Supply contract” means 3} contract under which Q lessor buys _o_r_ leases 
goods 19 l_3_g leased. 

(_z_) “Termination” occurs when either party pursuant t_o a power created pp 
agreement g 1_aw puts Q epd Q 1;h_e lease contract otherwise than fig; default. 

(2) Other definitions applying tp 1135 article gpd tg; sections in which they 
appear 93 

“Accessions.” Section 2A-310(1). 

“Construction mortga_g_e_._’: Section 2A-309(1)(d). 

“Encumbrance.” Section 2A-309(1)(e). 

“Fixtures.” Section 2A-309(l)(a). 

“Fixture filing.” Section 2A-309(l)(b). 

“Purchase money lease.” Section 2A—309(l)(c). 

Q) 1 following definitions i_r_1_ other articles apply 19 Lis article: 
“Accounts.” Section 336.9-106. 

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

“Buyer.” Section 336.2-103(1)(a).
. 

$pe_1;te_l paper.” Section 336.9-105(1)(b). 

“Consumer g9_gg§_.: _S_e_c_tQp 336.9-10911). 

“Documents.” Section 336.9-105; 1 11;). 

“Entrusting.” Section 3362-403; 3). 

“General intangibles.” Section 336.9-106. 

_“_Ci_<9g£2fll_1p’: V§§9_ti_9_I_i,336.2-l03g1)gbl. 

“Instruments.” Section 336.9-105(1)(i). 

“Merchant.” Section 336.2-104(1). 

“Mortg_ggg’_’ Section 336.9—lO5(1)(i). 
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“Pursuant t_o commitment”. Section 336.9-l05(l)(k). 

“Receipt.” &ti_o_1_1 336.2-10311 jgcj. 

336.2-l06g1). 

‘_‘§Ql_§ Q Approval.” _S_ept_i_c_)_1_1_ 336.2-326. 

“Sale p_r_ Return.” Section 336.2—326. 

“Seller.” Section 336.2-103(l)'(d). 

(3) Q addition sections 336.1-101 _t_o_ 336.1-109 contain general definitions £1 principles pf construction _a_[1_@ interpretation applicable throughout jt_l1_i_s 

article. 

Sec. 2A-104. [336.2A-104] LEASES SUBJECT TO OTHER STATUTES. 
Q) A lease, although subiect Q this article, _i_s Qlg subject :t_o fly applicable: 
(Q) statute o_f"t11_e United States; 

(1)) certificate 91' title statute o_f E state: glist _a_n_v certificate pf title statutes 
covering automobiles trailers, mobile homes, boats, farm tractors, Qn_d Q like )5 

(Q) certificate pf title statute o_f another jurisdiction (section 2A—lO5); o_r 

(£1) consumer protection statute g" ghpis state. 

Q) I_n case o_f conflict between _t_l§ provisions Qjiigfi article, other than 
sections 2A-105, 2A-304(3), Qr_1_d 2A-305(3), gig _a_n_g statute referred t_o i_n sub~ 
section LIL Q1; provisions 91% statute control. 

Q) Failure 19 comply with Qpy applicable statute hfi only jay eifect specified Q jtlig statute. ' 

Sec. 2A-105. [336.2A-105] TERRITORIAL APPLICATION OF ARTI- 
CLE TO GOODS COVERED BY CERTIFICATE OF TITLE. 

Subject _t_o_ E provisions o_f sections 2A-304(3) Qng 2A-3O5(3), @ respect 
t_o_ goods covered pg Q certificate p_f _t_i_t_lQ issued under Q statute o_ftl1_i§ state pr o_f 
another jurisdiction, compliance Qn_d _t_h_e effect pf compliance g noncompliance 
yitp Q certificate 0_ftIi statute _a_r_e governed py th_e la_w gincludingi _’th_e conflict pf 
lals rules! o_f‘tl1_e jurisdiction issuing t_h_§ certificate until th_e earlier pf (Q) surren- 
_(_I_§1' o_i‘tl1_e certificate p_r_ (Q) Q‘ months after mg goods Qr_e removed from gait 
jurisdiction Ed after Q until Q Ev certificate pf tit_l§ § issued l_)y another 
jurisdiction. 

Sec. 2A-106. [336.2A-106] LIMITATION ON POWER OF PAR- 
TIES TO CONSUMER LEASE TO CHOOSE APPLICABLE LAW AND JUDI- 
CIAL FORUM. ‘ 
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Q) _I_f the lav_v chosen l_)y the parties tg _a consumer lease i_s flit _o_f Q 
tion other than a jurisdiction in which mg lessee signed thg lease o_r _i_t_; which mg 
lessee resides a_t the time fig lease agreement becomes enforceable pg within §_9_ 
daysa._fterQ1at2rmfl§=_1;th2a<a>_<§mrs&1291§§1itM¢<A<&§m>1fl1@_<: 
able. 

Q) 11‘ @ iudicial forum chosen hy fie parties $9 a consumer lease i_s 2_l_ 

forum that would not _____otherwise_ 1222 l_l£Fii1i9.‘£i_£>_I1_ 932 £12 Lin slam i_s. 
hp; enforceable. 

Sec. 2A-107. [336.2A-107] WAIVER OR RENUNCIATION OF 
CLAIM OR RIGHT AFTER DEFAULT. 

Any claim pr right arising Q1_1_t_ (_>_f ah alleged Q o_f 

may 15 discharged i_n whole 9; Q part without consideration hy a written waiver 
pg renunciation signed a_n_d delivered hy thp aggrieved party. 

Sec. 2A-108. [336.2A-108] UNCONSCIONABILITY. 
§_l_) l_f_th_e_r_:p1_1_r_t_ gs a matter 9fh_w _fihg1_§ a _1§_a_se_ contract gahy clause 91"; 

leie contract t_o have been unconscionable ah th_e _t_i__rg_1e_ i_t E made, the 9pu_r_t 
may refuse t_o enforce thp le_a§_e_ contract, pg _i_t E enforce _tl1_e remainder o_f the 
l_e_a§p contract without Lh_e unconscionable clause, 9; ii fly _s_9_ li_n_1i_t 33 applica- 
;i_o_r; 

gg‘ 
a_ny unconscionable clause Q t_o avoid fly unconscionable result. 

Q) With respect 19 a consumer lease, if _t_l§ court g a matter o_f lay finds 
that a_ lease contract p_1_' ahy clause 91‘ _a lease contract hag been induced hy 
unconscionable conduct g that unconscionable conduct l_1a_1_s_ occurred i_n tfi 
collection pf Q claim arising from a lease contract, flip court may grant appropri- 
ate relief. 

Q) Before making a findgg gg‘ unconscionability under subsection (Q 9; Q; 
t_l_1§ court, o_n it_s own motion pi; that pf a party, shall afford tfi parties _a 
reasonable opportunity 19 present evidence as tp mg setting, pugose, a_n_d effect 
9_f t_l;e_ lease contract pi; clause, Q o_f the conduct. 

(1) I_n ah action E which thg lessee claims unconscionability with respect t_o 
_a consumer lease: 

(a) 11‘ §l_1_e court finds unconscionability under subsection Q) g L2), 33 court may award reasonable attorney’s flags t_o _t_l_1§ lessee. 
(jg) I_f t_h_e_ court does p9_t _fh_ipl unconscionability, the court may make ah award under section 549.21 t_<_)_ flip party against whom 13 claim is made. 
(9) _Ip determining attorney’s fees, _t_hp amount o_f gfi recovegy 9_n behalf o_f 

mg claimant under subsections Q) gig Q) i_s n_o_t_ controlling. 
Sec. 2A-109. [336.2A—109] OPTION TO ACCELERATE AT WILL. 
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A ;c_:_rQ providing E Q_I_1_§ pa_rty o_r t_hp party’s successor Q interest Qy 
accelerate payment 9; performance o_r require collateral 9_1; additional collateral 
fQt will” Q “when t_l_1Q party deems §e_lf insecure” o_r Q words pf similar import 
I_n_U_StD.<2_____C0nStrued!2__mean%!£P£tX.1L*§P_0WerEQ§22t1lxfi@I&txfl gfi fi1it_h believes Q: £I_l§‘ prospect _O_f_‘ payment o_r performance Q impaired. 
PART 2. FORMATION AND CONSTRUCTION OF LEASE CONTRACT 

Sec. 2A-201. [336.2A—201] STATUTE OF FRAUDS. 
(_l_) _A lease contract is pp; enforceable py fly o_f action Q defense unless: 
(Q) E total payments t_o Q; made under t_hp lease contract, excluding pay- 

ments @ options Q renew 9_r buy, Q'_e_ lei than $1,000," o_r 
(1)) there i_s Q writing, signed py E party against whom enforcement is 

sougl_1t Q‘ py that party’s authorized agent, sufficient t_o indicate that Q lease 
contract E been made between t_l;Q parties and t_g describe t_lQ goods leased £1 E lease term. 
Q Any description o_f leased goods g <_)j1l_1e_ lease term _i§ suflicient Qp<_i 

satisfies subsection ( l)(b), whether Q n_ot: Q i_s specific, if _it reasonably identifies 
what i_s described. 

Q) _A_ writing i_s n_ot insuflicient because Q omits Q‘ incorrectly states Q term 
agreed upon, E E lease contract i_s p_o_t enforceable under subsection (l)(b) 
be ond the lease term and the uantit of oods shown in @ writin . _..Y__.._ __ __ :_ _ _ Q?! _ L j _ :_§. 

(5) A lease contract that does _I_1_(_)£ satisfy Q3 reguirements pf subsection Q; E which i_s valid Q other respects, Q enforceable: 
(Q) _iftl_1p goods Qrp tp Q1 specially manufactured g obtained fQr th_e lessee 

_a_n_q Qr_e pg suitable Q QQs_g Q Qa_l_e Q others Q Qt; ordinary course o_f th_e 
lessor’s business, £1 th_e lessor, ‘before notice pf repudiation is received QIQI 
under circumstances Qh_at reasonably indicate Q E goods E E th_e lessee, E made either Q substantial beginning o_f their manufacture 93 commitments 
:95 their procurement’, 

Q3) _i_f Q; party against whom enforcement i_s sought admits Q that party’s 
pleading, testimony _c_)_r_ otherwise Q court that Q lease contract was made, Q ’th_e 
lease contract i_s n_ot enforceable under E provision beyond flip quantity _o_f_‘ 

goods admitted; Q‘ 

(Q) with respect Q goods that have been received £1 accepted py th_e lessee. 
Q) The lease term under Q lease contract referred Q Q subsection (3) 
(Q) _i_f_‘ there Q Q writing signed _by t_l_1p party against whom enforcement i_s 

sou t 9_1_' l_)y that party’s authorized agent specifying t_l1e_ lease term, Qt; term _sp 
specified‘, 
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(bl if the 2__xart _aa__ainst. whong 2z£o_r9mrLt. is Mela: ';1£1L1_iE in any arty’; 
pleading, testimony, 9_r_ otherwise gt court g lggsg §_rI_r_1, th_e Lam §9_ _a_d_II1_1tL1. 92 

(Q) z_1 reasonable lease term. 

Sec. 2A-202. [336.2A-202] FINAL WRITTEN EXPRESSION; PAROL 
OR EXTRINSIC EVIDENCE. 

Terms with respect _tp which th_e confirmfly memoranda pf 
_agr_ee_ E ___which 93 ______otherwise §.e_t _._forth 2 2 1’£1.l£1£ m1<_=ac_1e_d. 1.32 LL ImI’;es 21.5 a 
final expression 91‘ their agreement _vs_Iitl_1 ggpggt _t2 LL19 i_n_c_1_ugfl Egmg may 1121 
pg contradicted l_)y evidence 91‘ fly prior agreement 9; o_f _a contemporaneous 
oral agreement b_u_t may be explained 9_r_ supplemented: 

(2) hr ._course 9:‘ ____gdealin 9: __s_usa e 9_f __trade E 122 c<>_ur1c. 9_f .t.>sx&_rn_1_em:_; £151 
(lg) lly evidence pf consistent additional terms unless £13 court finds t_h_e_ 

writing 19 have been intended ali as g complete 113 exclusive statement o_f th_e 
terms o_f th_e agreement. 

Sec. 2A-203. [336.2A-203] SEALS INOPERATIVE. 
The aflixing o_f g1_ seal t_o _a writing evidencing a_ lease contract 

9; Q offer 19 enter into §._ lease contract does pg; render the writing it sealed 
instrument fig _t__h§_ lavy with respect _t_g sealed instruments does ppt 2_1pp_ly gg th_e 
lease contract _(_)_l_‘ olfer. 

Sec. 2A-204. [336.2A-204] FORMATION IN GENERAL. 
(_1_) A lease contract may l_)_§ made i_n_ fix! manner sufficient tg show agree- 

ment, including conduct _lgy both parties which recognizes th_e existence o_f a 
lease contract. 

(_2_) A3; agreement suflicient t_o constitute _a lease contract may 13 found 
although the moment pf igs making § undetermined. 

Q) Although o_ne gr more terms a_re l_eft open, a lease contract does 92; f_ai_l 
f9_1; indefiniteness i_f_‘ flip parties have intended 13 make _a lease contract, _a_r;d there 
_i§ g reasonably certain basis §o_r giving gr; appropriate remedy. 

Sec. 2A-205. [336.2A-205] FIRM OFFERS. 
;A_n_ @ _l_>y g merchant t9_ l_e_a§_g goods 19 9; f;:_p_rp another pe_r: 

s_<_>_r_i_ i_n g signed writing t_h1t_ py it_s terms gjyg assurance i_t will 13; he_1g _qpe_n’i_s 
_r_lo_t revocable, _f3>_1_' lag o_f consideration, during jg t_img stated _o_r, Q‘ Q Qpn_e is 
stated, E _a reasonable time, 1391 i_n n_o event flay Q9 period o_f irrevocability 
exceed _t_h_rgg months. Ag t_e_r1_r_i _o__t_‘ assurance 9_p _a ib_rn_1 supplied py ’th_e oiferee 
_r_n_g lg separately signed py _t_l_1_e_ offeror. 

Sec. 2A-206. [336.2A-206] OFFER AND ACCEPTANCE IN FORMA- 
TION OF LEASE CONTRACT. 
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Q) Unless otherwise unambiguously indicated py tl_1p language Q circum- 
stances, Q offer t_o make Q lease contract must Q construed a_s inviting acceptance 
i_p any manner and py any medium reasonable Q E circumstances. 

(2) _I_f_‘ t_hp beginning 91' Q reguested performance E Q reasonable mode _o_f 
acceptance, Q otferor who i_s Q91 notified pf acceptance within Q reasonable time 
may treat _tpQ offer Q§_ having lapsed before acceptance. 

Sec. 2A-207. [336.2A-207] COURSE OF PERFORMANCE OR PRACTI- 
CAL CONSTRUCTION. 

Q) I_f Q lease contract involves repeated occasions Q‘ performance py either 
party with knowledge _o_f gl_1§ nature _o_f _t_hp performance _Q_c_1 opportunity £95 
objection tp it l_3y jtpp other, QI_1_y course pf performance accepted 9; acquiesced i_n 
without objection i_s relevant t_o determine Q meaning o_f‘tl1_e lease agreement. 

Q) Llm express terms o_f Q lease agreement Q Qy course Q” performance, Q Q11 Q Qpy course _o_f dealing QQ usage pf trade, must pp construed whenever 
reasonable Qs consistent Q QQQ other; pu_t _i_f thQat construction _i§ unreason- 
able, express terms control course o_f performance, course 9_f performance _q)_n_; 
_tr_ol§ pptp course pf dealing‘ Qn_<_1 usage pf trade, Qng course o_f dealing controls 
usage pf trade. 

Q) Subject tp the provisions 91' section 2A-208 Q modification and waiver, 
course o_f performance i_s relevant t_o show Q waiver g modification o_f Qy term 
inconsistent with tllg course o_f performance. 

Sec. 2A-208. [336.2A-208] MODIFICATION, RESCISSION AND WAIVER. 
Q) Q agreement modifying Q lease contract needs Q consideration t_o Q 

l>_ig<_imt-’t- 

Q) A signed lease agreement that excludes modification gr rescission except 
_lQy Q signed writing may n_ot Q otherwise modified o_r rescinded, but, except Q§ 
between merchants, t_l_1_i§ requirement Q Q form supplied py Q merchant mustQ 
separately signed py th_e other party. 

Q) Although Q attempt Q modification pg rescission does ppt satisfy tlip 
reguirements o_f subsection Q), it may operate Q Q waiver. 

(5) A party who pQ_s_ made Q waiver affecting Q executory portion pf Q lease 
contract may retract t_l;1p waiver py reasonable notification received py 1;l1_e_ other 
party Q strict performance @ Q reguired o_f Qy term waived, unless Q9 
flggg>gm@b2gIny§ti_nx;gLv9£gm919Lbg1gtgI;g99Ipgsigggi_nL¢ligIm Q th_e waiver. 

Sec. 2A-209. [336.2A-.209] LESSEE UNDER FINANCE LEASE AS BEN- 
EFICIARY OF SUPPLY CONTRACT. 

Q) @ benefit o_f E supplier’s promises t_o flip lessor under __tp_e supply 
contract Qg o_f a_ll warranties, whether express 9; implied, under _t_h_e supply 
contract, extends _tp thp lessee tp flip extent o_f ’th_e lessee’s leasehold interest 
under Q finance IQ related Q E supply contract, _l:Q subiect Lg QQ terms pf 
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t_h_e. _2nxsu 1 ____contract EQ 93 91” ms wnflisr; s1_e_f2r§<§ 9_r_ claims arfls £912 2% 
supply contract. 

Q) The extension of tits benefit 9_i_‘ tlg supplier’s ptpges §_r_1;d_ t_0 

the lessee_ (section 2A-2-691 1)) does g (gt) mgylfiy tfl r_igl_1t_S_ 91131, o_l>1igati9_11_s_ 9.!‘ 
tlTe parties t_o_ jg supply contract, whether arising _ft_c_>_rh thp s_rtpp_ly 0_r 

otherwise, pt th) impose a_ny duty o_r l_igbility under th_e supply contract Q th_e 
lessee. 

Q) Apy modification gg rescission pt‘ flip glpply by $132 £1 
_th_e_ lessor is effective against thp lessee unless, prior tg th_e modification g 
rescission, th_e supplier has received h_qt_ig ga_t E lg lg ifi 2 
finance 1e_z_1__s_s related to; Q supply contract. if tl1_e supply contract i_s modified _c_>_r 
rescinded after the lessee enters gig finance teiset thp h:_s_sp<_: has €_l p:ths_e_ o_f action 
against th_e_ lessor, a_r_1_(_l_ against this supplier j_f_' t_h_e has &t_i_c_§ 9_f ’th_e 
lessee’s entering the finance lease when the supply contract i_s modified g rescinded. 
lhp lessee’s recovety {rpm sitgh action s_hall_ pu_t mg lessee i_n gs gflct p position 
as if the modification or rescission had not occurred. 

Sec. 2A-210. [336.2A—2l0] EXPRESS WARRANTIES. 
Q) Express warranties l_)y _t_h_§_ lessor E created gs follows: 
(gt) Any affirmation 91‘ f_ac_t g promise made hy th_e_ lessor tq thp lessee which 

relates t_o tlg goods §_n_d becomes part 9_f the basis gt‘ gig bargain creates pp 
express warranty gap th_e goods will conform tp th_e affirmation pt promise. 

Qt) Any description pf tlg goods which is made p:_1_r_t o_f thg basis pf t_l_1_§ 
bargain creates pp express warranty mpt th_e_ goods will conform _t_9_ t_h_e_ descrip- 
tion. 

(p) Any sample pr; model that is made pig o_f me basis _o_f tlg bargain creates 
ah express warranty E the whole 9_ftl_1§_ goods fl conform tp ’th_e sample g 
model. 

Q) Lt is gt necessaty to_ thp creation _o_f ah express warranty mgt tlg lessor 
t1_s_e_ formal words, st1_ch a_s “warrant” pt “guarantee,” 9; t_hpt thp lessor _l_1_aE s 
specific intention tp malts pt warranty, putt a_n_ aflirmation merely pf gs yzyhip o_f 
thp goods g _:t statement pugporting tp hp merely t_h_e_ 1essor’s opinion g pgg 
mendation _c_>_i_‘ thg goods ggps ti_o_t create g warranty. 

See. 2A—2ll. [336.2A-211] WARRANTIES AGAINST INTERFER- 
ENCE AND AGAINST INFRINGENIENT; LESSEE’S OBLIGATION AGAINST 
INFRINGEMENT. 

(1) Ihgp i_s_ _ip g lpgp contract a_ warranty E 1'9; 't_h§ _l§_a_s_e_ t9__r_rr_1 pp person 
_l_1_o_lgs g c_l2_1_im t_o 9; interest Q has goods that apcfi fipr_r_1 a_n_ at; g omission o_f 
th_e_ lessor, pthqt thgp 3 claim hy fly 9_f infringement g Q19 h_k_e_, which w_i11 
interfere @ thg lessee’s enjoyment pt‘ 3 leasehold interest. 
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(2) Except i_n e finance lease there i_s i_n g lease contract py e lessor who i_s e 
merchant regularly dealing Q goods pf tfi kind g warranty 1 tlg goods §_r_e 
delivered f_r_ee pi't}1_e rigl_1tful claim o_f gpy person _lgy yvpy o_f infringement pg 33 
like. ~ 

(3) A lessee who furnishes specifications Q _a_t lessor 9; 2_1 supplier shall hold 
pie lessor 1111 th_e supplier harmless against Qy claim py yyey o_f infringement g 
_t_l§ like $1; arises o_ut o_f compliance with th_e specifications. ‘ 

Sec. 2A-212. [336.2A-212] IMPLIED WARRANTY OF NIERCHANTABILL 
TY. 

Q) Except i_n Q finance lease; e warranty that the goods _vyi_ll be merchantable 
ie implied Q g lease contract if the lessor i_s g merchant with respect _t_p goods o_f 
that kind. 

Q) Goods t_o Q merchantable must 3 it least goods that:~ 
~~ 

~~~~

~ 

~~~~ 

~~ 

~~ 

~~~ 

~~~~ 

~~

~ 

Q) pass without obiection _ip the trade under th_e description Q _t_l§ lease 
agreement; 

gp) ip flee _ea_se pf fungible goods; gg 9_f [ai_r average guality within pile 
description; 

(p) gfi Q _f_‘pr_ t_h_e ordinag pugoses fer which goods pf tilt ty_pe pg used; 
(_d_) run; within ’th_e variation permitted py gie lease agreement, of even kind, 

guality; all guantity within each unit g1_1_q among 93 units involved; 

(9) ye adequately contained, packaged, and labeled Q tl1_e lease agreement 
may reguire; and 

(Q conform _t_<_) any promises pg aflirmations o_f fact made O_Il_ ’th_e container pg 
label. ' 

Q) Other implied warranties may arise from course pf dealing o_r usage o_f 
trade. 

Sec. 2A-213. [336.2A-213] IMPLIED WARRANTY OF FITNESS 
FOR PARTICULAR PURPOSE. 

Except i_n; e finance lease; _i_f the lessorg tl1_e tile E 1i contract § made 
hie reason _t_g know o_f aiy particular purpose fig which Qe goods 3111: required E t_l_1_2_1_t_ fl_1_e lessee i_s relying g th_e lessor’s fill g judgment t_q select pg furnish 
suitable goods, go; g Q th_e lea_s__e_ contract pp implied warranty th_at_: the goods fl 12.6. ti! fig LIL‘ P_.£E__“ 056- 

Sec. 2A-214. [336.2A-214] EXCLUSION OR MODIFICATION OF WAR- 
RANTIES. 

Q) Words 9; conduct relevant t_o ghe creation _e_f_‘ ep express warranty and" 
words g conduct tending t_q negate pg limit g warranty must pe construed 
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wherever reasonable as consistent wit_h Lop other; lit, subiect ig fire provisions 
of section 2A-202 on parol or extrinsic evidence, _r_1_egeii__c_>_1_1_ pi _i_s_ i_rgp_- 
e_rative to the extent that the construction is unreasonable. 

§_2_) Subject ie subsection QL Q exclude es modify _t_i1_e implied warranty pi‘ 
merchantability pi spy per; 91‘ i_t t_l_ie lanvuage must mention “merchantability,” 
pe by e writing, _a_r_1el l_)e conspicuous. Subiect ie subsection QL t_o exclude 9_1_‘ 

____xmodif any __i2_im lied ____twarrant Qt men 1112 C_XC_1l1£ifl1. mast b_e hr 2 mmM 
l_)e conspicuous. Language _t_g exclude a_ll implied warranties pi‘ fitness is sufficient 
ii‘ i_t is i_n writing, i_s conspicuous §i‘_1_(_l_ states, _fi)_1_' examnle, “There i_s _np warranty 
il_1a_t _t_h_B_ goods yyili pe ii; 3;; e particular p1_1_i;p_o_s§fi 

(_3_) Notwithstanding subsection (2); pet subject t_o_ _spl§eet_io_n (fly 

(9) unless _t_l_1e circumstances indicate otherwise, eli implied warranties age 
excluded by expressions hire :a_s is_” pi “with el_l_ faults” g py other language iliai 
iri common understanding _c_a_1is_ t_lie lessee’s attention ie ilie 9_f_w_a£a1_1; 
iies en_d makes p_le_ip iiiet lfilfi is pp implied warranty, i_f Q writing en_d_ conspic- 
l1_°_l1§i 

(ii) if fire lessee before entering _iii_t_o_ 'th_e ie_a_s_e_ contract Leg examined _t_lie 

goods er :3 sample pi‘ model Q _fpl_ly es desired _o_r _l_1_e§ refused _te examine _t_ii_e 
goods, there is pp implied warranty @ regard ie defects t_h_et_ Q examination 
ought Q _ti1_e circumstances ig peg revealed; _zp1_ci 

(9) £1 implied warranty may a_ls._q pe excluded g modified py course o_f 
dealing, course pi‘ performance, er_ usage pi‘ trade. 

(Q) 3; exclude o_r modify e warranty against interference g against infringe- 
me_r_1i jsection 2A-211) e_r_ ggy p_a_i'_t 9_t_‘ i_t, fie language 1_n__u_si be specific, Q py e 
writing, fl l_)e conspicuous, unless _t_lie circumstances, including course o_f gee; 
formance, course gg‘ dealing, _o_r usage o_f trade, gig t_h_e lessee reason ig know 
_tl1_a§ iiie goods ere being leased subiect Q g claim 9; interest o_f epy person. 

Sec. 2A-215. [336.2A-215] CUMULATION AND CONFLICT OF WAR- RANTIES EXPRESS OR IMPLIED. 
Warranties whether express pi‘ imnlied, must pe construed gag consistent 

with each other e_n_d_ es cumulative, _l_>i1i ii‘ that construction is unreasonable, ih_e 
intention pf the parties determines which warranty is dominant. _I__ri ascertaining 
that intention tfi following rules apply: 

(e) Exact pi‘ technical specifications displace ep inconsistent sample er; model 
pi general language _c_>f description. 

(in) A sample from Q existing bulk displaces inconsistent general language 
_o_f description. 

(e) Express warranties displace inconsistent implied warranties other than 
_a_n implied warranty 9i‘ fitness {o_r e particular imrpose. 
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Sec. 2A-216. [336.2A-216] THIRD-PARTY BENEFICIARIES OF 
EXPRESS AND IMPLIED WARRANTIES. 

A warranty Q Q {g 1:h_e benefit o_f e lessee under Qis article, whether 
express Q implied, extends- Q eny person yyhp Qey reasonably Q expected te Q, consume 9; he affected hy £15 goods Qg yv_h9_ ie injured bl breach o_f me 
warranty. Lite operation o_f @ section fly n_ot Q excluded, modified, Q limited, Q Q exclusion, modification, er limitation o_i“tl1_e warranty, includ- 
ing e_I_1y _vv_i_t_h respect t_o "rights E remedies, effective against t_lne_ lessee i_sQ 
effective against E beneficiary designated under E section.
~ 
Sec. 2A-217. [336.2A-217] IDENTIFICATION. 
Identification o_f goods §§ ggods 19 which :_1 lease contract refers 

may he made _a_t Qy time end ih Qy manner explicitly agreed t_o_ by _t_l_1e parties. Q ghe absence pf explicit agreement identification occurs: 

(e) when _t_h_e lease contract _i_s made h‘ the lease contract i_s Q; Q lease 9_f 
goods that Q existing and identified‘, 

(h) when the goods _a_r_e shipped, marked, _QI_' otherwise designated hy tl1_e 
lessor Q goods 19 which t_l_1_e_ lease contract refers, _if ghe lease contract £9; e 
lease o_f goods that Q n_()t,existing Q1 identified‘, g 

(e) when tl1_e young eh; conceived, if Ll_‘l_6_ lease contract i_s Q e lease o_f 
unborn young 91‘ animals. 

Sec. 2A—2l8. [336.2A-218] INSURANCE AND PROCEEDS. 
(_l_) A Iesseeiobtains Q insurable interest when existing goods Q identified 

t_o_ ghe lease contract even though me goods identified gg nonconforming en_d Q lessee @ Q option Q reject them. 
Q) I_f e lessee E Q insurable interest only hy reason o_f th_e 1essor’s 

identification pf _t_l_1e goods, the lessor, until default er insolvency e_1; notification Q tl1_e lessee that identification § final may substitute other goods Q 
those identified. 

(_3_) Notwithstanding e lessee’s insurable interest under subsections g1_) and 
-(_2_),, the lessor retains Q insurable interest until Q option _t_Q huy his been 
exercised hy ’th_e lessee and Q 9_f IQ hQ passed fee th_e lessee. 

(1) Nothing Q QR section impairs ehy insurable interest recognized under Qy other statute Q rule o_f law. 
Q) The parties hy ggreement may determine that Q Q more parties have Q obligation t_o obtain Q_d Qy fi)__1_' insurance covering the goods Qg hy agree- 

ment may determine tfi beneficiary o_f Qe proceeds o_f'tl1_e insurance. ' 

Sec. 2A-219. [336.2A-219] RISK OF LOSS. 
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l12___nExce 

flI‘_<l___d095_ILQEP_.3SS12flL12l§§§§;0.-. 
ept_l1e:_lessee. 

£2) .__J_Sub'<=0t t_0 E 9i % azticlé 21; lbs §fi_"e_C1 2f i<i:~_\fl§ 92 E 9_f 
loss (section. ___...__)J.2A‘220 i_f risk sat" 19_s§ is 19 miss t_o th_e 1<_=§s_e2 ad th_e tifi 9: 
passage ie IE stated, el_ie following rules epplyg 

ep E tli_e lease contract requires g authorizes th_e goods 39 lee shipped l_)y 
carrier 

(1) egg _i_t does peg require delivery _a_t e particular destination, jg _ris_k 91' 
l9__s_§ passes t_o_ gte lessee when glee goods Q duly delivered Q me c_ar_r_i_e_r_; _b_1g 

gi_i) i_f i_t_ gl_ees_ reguire delivegy a_t e particular destination _a_pd_ the glds a_re. 
there E tendered while Q the possession 9_f tl1_e carrier, ‘th_e Q o_f le§_s_ passes 
pp _t11_e lessee when 11_1_e goods g there _dLly _sp tendered es_ pg enable t_h_e lessee t_o 
tge deliveg. ' 

ge) _I_f t_1§ goods ere held lpy e bailee _t_e l_)_e_ delivered without being moved, 
tpe pie]; _o__f_' lps_s_ passes _t_9_ ghe lessee o_n acknowledgment _by E bailee pf the 
lessee’s rigpt te possession pf the goods. 

(e) _I_n_ erg eeee Q within subsection (e) 9; (Q), the §i_s§ pf lo_s§ passes 39 el_1e 
lessee pp the lessee’s receipt _o_f the goods i_f LIE lessor, p_r, i_r_1 th_e eese o_f e finance 
lease, ghe supplier, ie a_ merchant; otherwise tl1_e gieg passes 19 me lessee pp tender pf deliveg. 

Sec. 2A-220. [336.2A-220] EFFECT OF DEFAULT ON RISK OF LOSS. 
Q) Where Q 9_f l_c§§ g Q pass Q t_l§ lessee erg tl1_e time Q’ passage i_s _r£t 

stated: 

(Q) If e tender 9; delivegy pf goods Q fails tp conform _tp gee lease contract 
e_§ t_g give e right 9_t_' rejection, th_e @ pf their Ii remains with th_e lessor, pi _i_p the case o_f e finance lease, 33 supplier, until cure gr acceptance. 

Lb) I_f1Q lessee rigletfully revokes acceptance, me lessee, _t_<_)_ ghe extent pf gpy deficiency Q t_l_ie lessee’s effective insurance coverage, may treat _t_l_1e E o_f leg Q having remained with 113 lessor from me beginning. 
Q) Whether pg pg r_iel_c pf_l9es_ _i_e t_o pa_s_s, t_o jg lessee, fifle lessee a_s t_o_ conforming goods already identified 19 e l_ea§e contract repudiates pg i_s other- 

_vsIi_se jp default under jg leeee contract, th_c lessor, pr, i_r_1 fig egg pf 3 finance 
lease, the supplier, t_g §h_e extent 9_f enl deficiency i_n fie lessor’s o_r supplier’s 
effective insurance coverage m_ay treat th_e @ pf lo_s§ § resting Q t_l_i_e_ lessee fer 
§, commercially reasonable time. 

Sec. 2A-221. [336.2A-221] CASUALTY TO IDENTIFIED GOODS. 
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If _a le_as_§ contract reguires goods identified when Qe lease contract i_s made, 
_zQ<_1 t_h_g goods suffer casualty without fault _cg‘tl1_e lessee, E lessor Q tl1_e_ suppli- Q before delivery, Q Q; goods suffer casualty before @ o_f l_o_§ passes Q Q5; 
lessee pursuant t_o th_e lease agreement pg section 2A-219, then: 

(3) i_f Qg loss _i§ total, _t_h__e lease. contract is avoided; and 

(p) if tl1_e Ii i_s partial Q Qt; goods Q}_v_e pg deteriorated g1_s Q pp longer 
conform Q the l_e_2§§ contract, 1l_1_e lessee Qgy nevertheless demand inspection 
QQ §._t_ _th_e lessee’s option either t;1t_ Qp lgzysg contract gs avoided 9;, except Q 
g finance lease, accept E goods @ gu_e allowance _fr_oQ t_h_e_ pep; payable jg 
Q3 balance pf Qg lag §o_r _t_lQ deterioration pr Qg deficiency Q quantity 
Q1_t without further rigpt against _th_e lessor. 

PART 3. EFFECT OF LEASE CONTRACT 
Sec. 2A—30l. [336.2A-301] ENFORCEABILITY OF LEASE CONTRACT. 
Except _E§ otherwise provided Q this article, gt lease contract Q effec- 

tive and enforceable according Q _i_t_s terms between LIQ parties, against purchas- Q o_f E goods and against creditors o_f _t_lQ parties. 
Sec. 2A-302. [336.2A-302] TITLE TO AND POSSESSION OF GOODS. 
Except gg otherwise provided Q LIQ article, each provision o_f’ 

jt_h_i§ article applies whether ;l_1§ lessor 9_r_ §._ third party @ title Q @ goods, 11 
whether Qg lessor, E lessee, o_r g third party E possession o_f th_e goods, 
notwithstanding a_n_y statute 9_r_' Q19 pf law t_l_1a_t possession Q‘ th_e absence o_f 
possession i_s fraudulent. 

Sec. 2A-303. [336.2A-303] ALIENABILITY OF PARTY’S INTER- 
EST UNDER LEASE CONTRACT OR OF LESSOR’S RESIDUAL INTER- 
EST IN GOODS; DELEGATION OF PERFORMANCE; ASSIGNMENT OF 
RIGHTS. 

Q) Any interest o_f g party under _a lease contract gpg _tlQ lessor’s residual 
interest Q ’th_e goods may Q transferred unless 

(Q) tl1_e transfer Q voluntary gig th_e lease contract prohibits tl_1_e transfer,‘ Q 
(Q) th_e transfer materially changes tl1_e glp_t_y pf p_r_ materially increases tfi 

burden pg imposed _(_Q t_l1e_ }@y Q th_e contract, £1 within _a 
reasonable ti_r_r_1_e gfieg notice o_f Q_e_ transfer Q; 9_t_h_e; pgty demands Q Q 
transferee comply 3% subsection Q) £1 Q transferee fir; t_o comply. 

(_2_) Within g reasonable time after demand pursuant Q subsection glggbl, th_e 
transferee shall: 

(Q) cure Q‘ provide adeguate assurance that th_e transferee _v_s_/Q promptly 
cure a_ny default other than gg arising from Qe transfer,- 
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(lg) compensate or provide adeguate assurance that gig transferee _vyi_l_l_ promptly 
compensate the oth_e_r partr :9 me 146 c_0n_t_ra.ct ans am 9212 Pflm 1_191A1_g 
an interest irfihe lease contract, except th_e party whose interest _i_s_ being trans- 
E___.rred f_or M 1i t_o .t_h___at cm M me transfer‘~ 

(9) provide adequate gssurance pf future due performance under t_l3g lease 
contract; and ' 

(g1_) assume gig lease contract. 

Q) Demand pursuant t_q subsection (l)(b) i_s without preiudice 19 gig ggig 
party’s rights against E transferee _§_I}(_1_ th_e party whose interest i_s transferred. 

(3) Q assignment pf j:t_h_g lease” _<_)_1; pf jj2_1_l1 _rpy rigl_1ts under gig lease” _o_r g1_1 
assignment ip similar general tg1;r_r_1§ i_s g transfer o_f rights, g1_1_§ unless gg lg; guage p_r_' gig circumstances, _a_s i_1_1_ gp assignment Log security, indicate tgg ggg 
grggy, g1_e assignment g g delegation <_)_f_' duties gy gig assignor 19 gig assignee grgl 
acceptance gy gig assignee constitutes g promise gy t_h_g assignee t_o perform 
those duties. lips promise i_§ enforceable _b_y either gig assizznor 9_r t_l1g other 
pa_rt_y t_o _t_l3_g lgggg contract. 

(§_) Unless otherwise agreed gy _t_h_e lessor gpg gig lessee, pg delegation pf performance relieves ggg assignor g_s_ aszaigsj Llgg other party 9_f_‘ gr_1y duty 39 perform o_r g_r_1y liability Q default. 
(Q) A right 19 damages _f_‘9_r default with respect t_o gig whole lease contract 9_1_' 

g right arising _Q_l_l_t_ 9_f tgg assignor’s ggg performance pf gig assignor’s entire 
obligation @ pg gsgigned despite agreement otherwise. 

(_7_) I5) prohibit th_e transfer _<g' gp interest pf g party under g lease contract, gig lantzuggg 9_f_‘ prohibition must by specific, _l_)_y g writing and conspicuous. 
Sec. 2A—304. [336.2A-304] SUBSEQUENT LEASE OF GOODSBY LES- SOR. 

(_l_) Subject gg g1_e provisions pf section 2A-303,, g subseguent lessee §ro_m g lessor _o_f goods under gp existpgg _1g_g§g contract obtains, _t9_ gig extent pf gig leasehold interest transferred, gig leasehold interest i_n tfi goods g1_a_t fig lessor 
l_1_a_c_i_ pg _h_a_c_l power tp transfer) gpg except gg provided ir_1 subsection Q) a_n_q section 2A-527(4), takes subiect t_o gs; existing lease contract. A lessor yvfl voidable gt_l_g E power _t_g transfer g gogd leasehold interest t_o_ g ggggl fgfl subseguent lessee jg value, gig p_n_1y t_o gig extent ggg forth Q gig preceding sentence. When goods _l_l_2_1_\@ been delivered under g transaction 91' purchase _t_l;e_ lessor h_a_s 3% power grgp though:

~ 
(3) gig 1essor’s transferor was deceived gs t_o t_h_e identity 91‘ t_lua_ lessor; 
(Q Q deliveg _v_vgs_ jp exchange g>_1; g check which E later dishonored; 
£2)ime§as£9g1tl1_atm§tfl1sa<;ti921v2§t9b;ea“_ca§.hs_=fle_”;_<£ 
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(Q) fig delivegy _\fls procured through fraud punishable 2_1§ larcenous under 
tlg criminal livh 

(_2_) I_f g lessee h_a_s entrusted leased goods t_o ghg lessee’s lessor yyhp _i§ g 
merchant dealing Q goods 91‘ Q kind, 3 subsequent lessee from ;_h_at lessor 
under g lease entered ihtp after t_1_1_e entrustment a_n_d i_n Qg ordinagy course 9_f 
business takes those goods fig o_t"tl1_e existing lease contract _an_d obtain_s, t_o_ _tl_1_e 
extent pf the leasehold interest transferred, a_l1 o_f gig lessor’s @ tl1_e earlier 
lessee’s rights t_o ghe goods. 

Q) A subsequent lessee from ._t_l§ lessor pf goods @ _2Ef_) subiect t_o a_n 
existing lease contract a_ng _2_1_1;e covered hy g certificate pf _t_i@ issued under _§ 
statute 9_f1h_i§ state 9; 91‘ another iurisdiction takes pg greater rights than those 
provided both l_)y his section ghd hy gg certificate o_f titlg statute. 

Sec. 2A-305. [336.2A-305] SALE OR SUBLEASE OF GOODS BY LES- 
SEE. 

Q) Subject tp tl1_e provisions pf section 2A—303, 3 buyer o_r sublesseeE 
ghg lessee o_f goods under a_n existing lease contract obtains, t_Q thp extent _(h‘tl1_e 
interest transferred, t_h_e leasehold interest i_n_ tl1_e goods t_h_2_1t tfi lessee hgi 9_rE 
power t_o transfer, a_n_d except § provided it; subsection Q) _a_n_d section gg 
511(4), ha_lge_§ subject 19 ghg existing lease contract. A lessee @ 2_1 voidable 
leasehold interest has power t_o transfer 3 gpgd leasehold interest t_o e_1 ggl fag 
buyer £91; value g _2_1 good faith sublessee Q value, hp o_nly t_o fie extent g Q t_h_e preceding sentence. When goods have been delivered under § 
transaction o_f leg t_h_g lessee has hlfl power §y_e_n though: 

(Q) Q lessor _vy§ deceived _a§ t_o ghg identity 91‘ ‘ch_e lessee; 
(h) the deliver_'y Es Q exchange fg g check which i_s_ later dishonored;g 
(Q) ;l_1_e_ delivery _vy';§ procured through fraud punishable § larcenous under 

gn_e_ criminal law. 

Q) A buyer ih th_e ordirmiy course _9_i_' business 9; Q sublessee i_n th_e ordina1_’y 
course o_f business hrgrp g lessee w_l1o_ ig _a merchant dealing i_n goods 9_f_tl1_at k_ih(_l_ 
19 whom _the_ goods were entrusted hy th_e lessor obtains, t_o tl1_e extent o_f ghg 
interest transferred, g_l_l o_i‘tl1_e lessor’s fl lessee’s rights t_o 'tl1_e_goods, a_1§d_ g1_1gg§ 
free 91‘ fig existing lease contract. 

Q) A buyer 9; sublessee from tl1_e lessee _g_f goods. that E subject _tp a_n 
existing lease contract and g covered hy g certificate _o_f title issued under Q 
statute o_f;l_1§ state Q" o_f another jurisdiction takes _I_l_O greater rights than those 
provided both hy Q section gfl l_)y th_e certificate pf @ statute. 

Sec. 2A-306. [336.2A-306] PRIORITY OF CERTAIN LIENS ARIS- 
ING BY OPERATION OF LAW. 

If a_1 person _i_h IQ ordinary course o_f Q1_e_ person’s business furnishes services 
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or materials will; reepeet Q; goods subiect 19 Q lease contract, Q liep pp9_I_1_ 1:L_<_>_$§_ 
'-zz_.o odsinL1w.22§§2s_si222£fl1_a1m§9nsi19_r;hx§@gm2f1_a_v1£9:fl1_q$ 
materials or services takes priority eye; Qpy interest 9_f the lessor g lessee under me 1easeBBntraot2:t_1a§;aniemxre_ss:rar=_mi_smqyxLmma;n:gth_e 
st-21-tut-e—p‘rovides otherwise Q1: unless me liep i_s gggllefl M I‘l1_1€ Qf la! 31.1.19. LL52 
L012 0_f 1_aV_V ;_r<>vides 

Sec. 2A-307. [336.2A-307] PRIORITY OF LIENS ARISING BY ATTACH- 
MENT OR LEVY ON, SECURITY INTERESTS IN, AND OTHER CLAIMS TO GOODS. 

Q) Except Qs_ otherwise provided _ip section 2A-306, Q creditor o_f Q lessee 
takes subject t_o_ gee lease contract. 

Q) Except Qe otherwise provided ip subsections Q) ad (3) Q‘ _th_is s_e_cti_op fig _i_p sections 2A-306 Qpg 2A-308, Q e1_'e_<_1_i19_r pf Q leggy takes §1gie_ct t_o_ th_e 
lease contract: 

(Q) unless fire creditor holds Q ligr _t_l_1Qt_ attached _tp glee goods before Lhe 
lease contract became enforceable, pg 

security interest i_r_1 _t_l_1_e goods that under eh_e 
article pp secured transactions (article _9_) would have priority over _a_ny other 
security interest ip fie ggds perfected py Q filing covenpg _t_h_e goods Q_n_d made 
_2_l_t_ t_h_e time ply lease contract became enforceable, whether Q1; pet fly other 
security interest existed. 

Q) A lessee _ip t_h_e ordinary course 9_f business takes gie leasehold interest 
free pf Q security interest i_n the goods created py _t_l_1e lessor _ey_ep though Qe security interest E perfected a_ng_l glee lessee knows pf it_s existence. 

ordinQ_1y course pf business takes t_h_e 
security interest t_o _t_l_1_e extent Q-a_t it secures future advances made _a_f1e_r t_he secured party acquires knowledge ef t_h_e le_ag pr; r_n_9_re 

gl_1a_n _4_5_ gQye after the lease contract becomes enforceable, whichever mg occurs, unless the future advances are made pursuant _t_e Q commitment entered i_Il§Q without knowledge pf me lgtee Qn_d before pie e_xpiration pf t_l1e_ 45-day period. 
Sec. 2A-308. [336.2A-308] SPECIAL RIGHTS OF CREDITORS. 
(_1_) A creditor o_f Q lessor _i_r_1 possession _o_f goods subject ye Q lease contract 

_r_n_Qy tga_t the lease contract as void if as against _t_l;e creditor retention pf possession _by gh_e lessor i_s_ fraudulent under Qry statute 9; _r_u_1e pf l_@1V,_ pp; retention 9_f_‘ mssession ip go_og faith Qrg current course pf trade py Q; lessor _fp_r Q commercially reasonable time after ehe lease contract becomes enforceable jg 
pet fraudulent. 

(2) Nothing _i_p _t_h_i§ article impairs the rights pf creditors pf Q lessor g‘ §h_e lease contract (Q) becomes enforceable, not _i_p current course pf trade but ip satisfaction 91‘ 9_1_‘ a_s security Q Q preexisting claim §o_r money, security, 9; §h_e 
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like, and (_b_) g made under circumstances which under Qpy statute g rule o_fQ 
apart from this article would constitute t_hQ transaction Q fraudulent transfer o_r 
voidable preference. 

Q) A creditor o_f Q Qe_llg _r_n_ay pr_e_a_t Q gilg g Q; identification pf goods _tp Q 
contract Q S_ii.1§ 5&5 YLk1 E -as hgainst tl1_e creditor retention pf possession py t;h_e 
seller i_s fraudulent under £11 statute pg Q_u_l_e_ o_f lQyv_, retention pf possession 
pf t_h_e_ goods pursuant t_o Q lease contract entered gm pay me g lessee Qpg 
fig buyer QQ lessor i_n connection w_ith ;l_1Q gtlg g identification pf _@ goods i_s_ 

Q91 fraudulent E gig buyer bought Q value Qn_d Q gall faitg 
Sec.‘ 2A-"309. [336.2A-309] LESSOR’S AND LESSEE’S RIGHTS 

WHEN GOODS BECOME FD(TURES. 
(_l_) I_n ;l_i_i_s section: 

a oods are “fixtures” when the become so related to particular real estate 5 —. A —— — — 
that Qr_1 interest Q them arises under real estate law; 

(p) Q “fixture filin 
” 

i_s ;l_i_e_ filing _i_p th_e office where Q mortgage o_n t_h_Q lg 
estate would 3 recorded _o_r registered, o_f Q financing statement concerning 
goods ;l_iQt _ar_e pr Qrg t_q become fixtures gig conforming Lg th_e reguirements pf 
subsection Q) pf section 9-402; 

(Q) Q lease i_s Q “purchase money lease” unless @ lessee pap possession _o_r 

p_sQ o_f t_h_e goods g flip rigpt t_o possession 9; psp o_f jg goods before fie lease 
agreement ig enforceable; 

(Q) Q mortgage g Q “construction mortgage” t_o t_l1c-,_ extent Q secures Qp 
obligation incurred Q‘ _t_lQe construction o_f Q improvement pp land including 
pipe acguisition cost _c)_i‘tl1_e land, i_f_' 115 recorded writing _sp indicates; £1 

(Q) “encumbrance” includes real estate mortgages and other liens Q real 
estate and Q3 other rights i_Q real estate that Q Qo_t ownership interests. 

Q) Under Q1_i§ article Q lease may 3 pf goods Q Qg fixtures g may 
continue i_n goods that become fixtures; b_ut pp lease exists under this article 9_f 
ordinQ_1y bui1@g materials incorporated into Qr_1 improvement pp land. 

Q) This article does n_ot prevent creation o_f Q lease 9_f fixtures pursuant t_o 
real estate law. 

(5) The perfected interest o_f Q lessor g fixtures hag priority over Q conflict- 
Qg interest pf QI_1 encumbrancer g owner o_f flip real estate 

(Q) _t_l1g l_eQs_e i_s Q purchase mone lease, _t_l§ conflicting interest _c_>_f@ encum- 
brancer g owner arises before tl1_e goods become fixtures, t_l_1Q interest pf Q19 
lessor i_s_ perfected py Q fixture filing before fig gods become fixtures g within 
tgg fig}/_S Qt_"t§_r_ Q1311, Ed gig lessee pg Qp interest pf record i_n 13 re_al estate pr 
_i§ 11; possession o_f t_l1e_ real estate; 9_1; 
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party seeking removal gives adequate security Q the performance o_f 1h_i_s obliga- 
tion. 

(2) Even though LIE lease agreement does hp; create g security interest, the 
interest pf g lessor o_f fixtures i_s perfected hy filing a_1 financing statement 2_1_§ g 
fixture filing fig leased goods that egg; 9; a_1_r_g tp become fixtures Q accordance 
with hip relevant provisions hf mg Article pp Secured Transactions (article _9_)_. 

Sec. 2A-310. [336.2A—3l0] LESSOR’S AND LESSEE’S RIGHTS 
WHEN GOODS BECOME ACCESSIONS. 

Q) Goods a_re “accessions” when they 113; installed i_n pg aflixed t_o_ other 
goods. ‘ 

(_2_) The interest 9_f g lessor Q“ _a lessee under § lease contract entered into 
before E goods became accessions i_s superior tp a_ll interests i_n ;he_ ‘whole 
except Q stated Q subsection (_4)_. - 

Q) % interest hf g lessor pr g lessee under a_1 hrgsg contract entered jhg gt 
tlg time g after LIE goods became accessions _i_§ superior t_o §l_l_ subseguently 
acquired interests jh tl1_e whole except gs stated _i_r_1 subsection (5) h_u_t i_s_ subordi- 
pa_te ftp interests i_n_ thp whole existing g fig ti_ni_§ t_h_e leie; contract _vyg§ made 
unless phg holders o_f thg interests Q ghe whole have i_n writing consented ftp thg 
lgfi Q‘ disclaimed pp interest i_n t_h_e goods pg pgg o_f thp whole. 

(3) The interest 9_f_‘ z_1 lessor g g lessee under _a lease contract described 
subsection Q) 9; Q) g subordinate t_o _t_l_1p interest pf 

La) g buyer i_p he ordinagy course o_f business g _a lessee Q fig ordinagy 
course pf business o_f any interest ih tl1_e whole acquired after thp goods became 
accessions; g 

(h) g creditor with _a security interest _i_I_1 tl1_e whole perfected before the lease 
contract yv_z§ made ]:_c_> t_l§ extent that LIE creditor makes subseguent advances 
without knowledge _<)_f‘tl1_e lease contract. 

' 

Q) When under subsections (_2_) Q‘ Q) all Q) g lessor _o_r_ _a lessee pf acces- 
ggip holds 1; interest tha_t _i§ superior Lg a_ll interests _ih t_h_e whole, hip lessorQ 
the; lessee mpg (Q pp default, expiratiorg termination, g cancellation o_f ;h_e 
132$ contract hy tfi Qty pa_rty huh subject t_o t_h_e provisions _9_f the leg 
contract ghd his article, g (l_)) i_f necessagy tg enforce 11$ lessor’s Q‘ lessee’s 
other rights $1 remedies under t_hi_s_ article; remove _the_: goods from the whole, 
fig gig o_f gfl interests i_n Lhg whole, hp‘; hip lessor pg lessee mist reim- 
burse a_ny holder hf ah interest Q fie whole _v_v_lg i_s hot glg lessee _a_n_d y/_l_1_g fig 
n_ot otherwise agreed Q ge gqgt g_f_' repair c_)fa_n_y physical injugy hu_t n_ot £9; a_ny 
diminution hi value o_f the; whole caused hy Lhg absence 9_f _t_l_1g goods removedg 
hy ghy necess_ity fig replacing them. A person entitled t_o reimbursement rhgy 
refuse permission Q remove until E party seekin_g removal gives adeguate 
security _flr the; performance pf _t_h§ obligation. 
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PART 4. PERFORMANCE OF LEASED CONTRACT: 
REPUDIATED, SUBSTITUTED, AND EXCUSED 

Sec. 2A-401. [336.2A-401] INSECURITY: ADEQUATE ASSUR- ANCE OF PERFORMANCE. 
Ll.) A ___lease _._contract ___p__._im 

0-ses E Qblisw o_n all part! mat E 2tl1_er_’§ 
ex2e_c_t__ation 9.1.‘ ____greceivin 922 p_er_f9r_n1a_n_c2 Em I_1o_t E2 i_n_IpLwL 

Q) 1;‘ reasonable grounds Q‘ insecurity arise w_i1_;l_1 respect Lg t_h_e perform- ance _o_i_‘ either party, mg insecure party _r_n_2yy demand Q writing adequate assur- 
ance of due performance. Until gig insecure pggy receives flit assurance i_f 
commercially reasonable _t_h_g insecure party Qty suspend Qty performance @ which 1% ____insecure 2_._.tart has mt _a1r__xead t_h_<=_ aszwi $4.1‘; 

~ ~ ~ 
Q _A_ repudiation _o_f_' ghp lease contract occurs i_f assurance 9_f _d_ue_ 1fi"form- ance adequate under tfi circumstances _<_)_f tl_1e_ mrticular pie is p_o_t provided _tp 

t_h_e_ ipsecsure party within _a reasonable time, pg 129 exceed E gayg g1_flt_e_r _r§_<§im 
_o_f a_ demand py _t_l_1§ party. 

(3) Between merchants, gig reasonableness 91‘ grounds Q insecurity _a_n_d t_h;e_ adeguacy 91‘ any assurance offered must 1);; determined according ftp commercial 
standards. 

(_5_) Acceptance gj a_n_y nonconforming delivery o_r mtyment does p_o_t preju- dice plg aggrieved party’s right Q demand adeguate assurance o_f future per- formance. 

Sec. 2A-402. [336.2A-402] ANTICIPATORY REPUDIATION. 
I_f either party repudiates Q lease contract yv_ith respect 19 3 perform- 

a_r_1_c_e_ n_o_t yet _c_lu_e under _tLe_ l_e§s_e contract, tfi lgs pf which performance yyfl substantially impair t_h§ value pf t_l_1_e_ lease contract 19 tfi other, _tl1_§ aggrieved 
P_3_11‘£ IIEE 

fa) fo_r g commercially reasonable time, await retraction o_f repudiation and mdormance l_)y tie repudiating party; 
(Q) make demand pursuant 19 section 2A-401 and await assurance o_f future performance adeguate under glye circumstances o_f flip particular case; p_r_ 
(9) resort t_o_ gm right 9;‘ remedy upon default under _t_l_1p lease contract g 

gl_1_i_s article, even though Q15; aggrieved party pg notified _tl1_e repudiating party that flip aggrieved party would await t_l_1§ repudiating party’s performance and assurance a_r_1_d gag urged retraction.~ 
_Ip addition, whether gg Qt t_h_e_ aggrieved party is pursuing _gn_e pf pie remedies _i_n plug section, t_h_e_ aggrieved party may suspend performance 9;, i_f flip aggrieved party Q gm lessor, proceed _ip accordance with tfi provisions 9_f t_h_i§ 
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article Qt; t_h_e lessor’s right t_o_ identify goods t_o _th_e lease contract notwithstand- 
ipg default pr _tp salvagp unfinished ggods (section 2A-525). 

Sec. 2A-403. [336.2A-403] RETRACTION OF ANTICIPATORY REPU- 
DIATION. 

Q) Until t_l§ repudiating party’s gait performance _i_s gig, t_l1e_ repudiating 
party E retract £15 re udiation unless, §i_rE Lhg repudiation, t_l_1p aggrieved 
pagy h_a§ canceled E le_ais._<3_ contract _cQ' materially change_d Q aggrieved party’s 
position g otherwise indicated th_a’g t_l_1p agrieved party considers Q; repudia- 
tion final. 

Q) Retraction may lg _‘py fly method that clearly indicates _t_<_) file aggrieved 
party _tl_1gp t_hp repudiating party intends t_o perform under _th_e lease contract _a_ng 
includes Qpy assurance demanded under section 2A-401. 

Q) Retraction reinstates Q repudiating party’s rights under Q lease contract 
with 513 excuse &_i_I_'l_<.:l_ allowance Q tl_1g aggrieved party Q Qpy delay occasioned 
py gig repudiation. 

Sec. 2A-404. [336.2A—404] SUBSTITUTED PERFORMANCE. 

Q) _I_t_” without fault _o_f gig lessee, tfi lessor a_r;q §h_e supplier, Q agreed 
berthing, loading, 9; unloading facilities fa_il pr _t_l3p aggeed type _o_f carrier becomes 
unavailable pg gig agreed manner pf delivery otherwise becomes commercial- 
ly impracticable, Q11 Q commercially reasonable substitute i_s available, t_h_e _s_1_1_l£ 

stitute performance must lg tendered Qpd accepted. 

Q) if mg aggeed means 9; manner Q‘ payment fails because pf domestic 9; 
foreign governmental gpgulation: 

(Q) fie lessor may withhold g stop delivery 9_r cause t_l3p supplier Q; with- 
hold pg stop delivery unless tpp lessee provides Q means pg manner pf payment 
that i§ commercially Q substantial equivalent; and 

Q3) i_f_‘ delivery l_1_aQ already been taken payment py th_e means g i_n tfi 
manner provided py gp regulation discharges t_l_1p lessee’s obligation unless gh_e 
regulation §_ discriminatory, oppressive, _g1_‘ predatory. 

Sec. 2A-405. [336.2A-405] EXCUSED PERFORMANCE. 
Subiect 19 section 2A-404 _o_n substituted performance, th_e follow- 

_ipg rules apply: 

(Q) Delay i_n delivery g nondelivegy _iQ whole pr pg 1% _l_)y Q lessor _o_r Q 
supplier wlgp complies w_it_lQ paragraphs Q3) Qn_<i (9) i_s Q91 Q default under th_e 
_1e_aQe contract i_f performance a_s agreed _ll§§ pgg made impracticable py the 
occurrence o_f Q contingency Q13 nonoccurrence 91‘ which _vyQ§ Q pg assumption g which flip l_e_a§§ contract _vyQs made 9; py compliance i_n gQo_d faith yfli any 
applicable foreigp 9_1_' domestic governmental regulation g order, whether 9; Qgt 
tpe regulation Q order lQt§1_' proves _tp pp invalid. 
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02) 3' I112 ____0auS%S _.__.__..__m6nti0ned in P_a.r2£f_am £2) Effie! 911$! pa_rt. 91 th_6 1_6£<2!I§ 
or the supp1ier’s capacity 19 perform, the lessor 9; supplier shall allocate produc- 
?i_<>i7ar_1é ___de1iveries mass 212 1_e.s29;’§ 9_r_ §\_112nli_er_’§ Lstew hm mi inslfi 
?éTular custome_rs n_ot “£1. m mm icy $1.6. 92 Lew E 161.1 as 911.12: 
reguirements fpg further manufacture. 1 lessor pp supplier Qty §9_ _a1llL:eljt53_ i_I_1_ 

_ar_1y manner flipt ig faig e_1n_d reasonable. 

(Q) 1l_1_e_ lessor seasonably flag notify th_e lessee fig _i_p pig in: pf p finance 
le_as_e th_e supplier seasonably _s_lLafl notify thg lessor a_ng t_l§:_ Leggg if lg_1gv_v_r1_, flip‘; 
3&1; _vy_ill 1_)_e_ _d_e_gy Q! nondeliveg fl if allocation ig reguired under paragraph 
Q1)‘ 9_f gig estimated guota made available £9; tm lessee. 

Sec. 2A-406. [336.2A-406] PROCEDURE ON EXCUSED PERFORM- 
ANCE. 

(_1_) 1f1l_1_e_ lessee receives notification pf p materia_l pi; indefinite gay 9; pp 
allocation justified under section 2A-405. _t_h_e lessee mg by written notification 
to the lessor as 39 _2_1_n_y goods involved, gig _vyit_h respect _t_9_ a_ll _o_f_' pipe goods if under pp installment l_e_a§p contract yl_1p pf t_h_e whole lfle contract i_s 
substantially impaired gsection 2A-510): 

gap terminate g1_e_ lease contract gsection 2A-505 2 - 9; 

Q3) except i_n p finance lease, modify t_ly§ lease contract l_)y accepting thp 
§12_1fl21l31_e, gpgtg _ip with _c_1u_e allowance from t_h_e_ rent payable £91 _’ch_e balance of the lease term for jt_l_1p deficiency lgpt without further right against 
yl_1_g lessor. 

L2) _I_f, §£te_r rgggipt 91‘ p _I;c)_tifi9_fl9_r_1 from _t_h_e lessor under section 2A-405, 
the lessee fails so t_o modify _t_hp lease pgreement within 3 reasonable time pg 
§zKc_€Vc_CL1_1_g Q9 gfls, tl1_e_ leggy contract lapses with respect £9 £1! deliveries affected. 

Sec. 2A-407. [336.2A-407] IRREVOCABLE PROMISES: FINANCE LEASES. 

ance lease, fl1_e_ lessee’s promises under the lease 
contract become irrevocable and independent upon gh_e lessee’s acceptance pf 
thp goods. 

(_2_) A p_rgr_n§e_ gay‘; Lipg become irrevocable ppd independent under subsec- 

fp) i_s_ elfective and enforceable between the parties, ppg lpy 9;; against third 

(13) _i§ n_o_t subiect t_o cancellation, termination, modification 
_ , E2_wLia_ti0_n. excuse, g substitution without fig consent o_f 1:h_e party Q whom thg promise 
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PART 5. DEFAULT 
A. In General 

Sec. 2A-501. [336.2A-501] DEFAULT: PROCEDURE. 

Q) Whether QQ lessor Q flip lessee Q Q default under g lease contract jg 
determined py Qp lease agreement _a_1Ql QQ article. 

Q) If 1lQ lessor Q _th_e lessee i_s Q default under _tQ lease contracg Q9 party 
seeking enforcement Qps rights Qlg remedies Q provided Q Q article and, 
except _a§ limited py t_lQ artifi, as provided Q t_h_e lease agreement. 

Q) 1f_tlQ lessor Q Qe lessee Q Q default under ’th_e lease contrag, Q9 party 
seeking enforcement Qay reduce th_e party’s claim t_o judgQent, Q otherwise 
enforce t_h_e lease contract py self-help Q Q1 available judicial procedure Q 
noniudicial procedure, including administrative proceeding, arbitration, o_r Qe_ 
HQ, Q accordance @ QQ article. 

Q) Except :_1§ otherwise provided Q this article Q tl1_e lease agreement, Qg 
rights and remedies referred t_o Q subsections Q) pr1_d §_3_) a_re_ cumulative. 

Q) I_f thp lease agreement covers both ifl property E goods, t_h_e_ party 
seeking enforcement Q31 proceed under t_l_1_i§ })21_r_t a_s t_o th_e goods, Q under other 
applicable law Q Q b_o‘t_l; Qp £11 property e_1Q1 Qg goods Q accordance Qit_h _tQ 
party’s rigl_1ts Q remedies Q respect Q‘ Q; _re_z:1l property, Q which Qgg _th_is ml 5% y_o_t _2p_La 

1 . . 

Sec. 2A-502. [336.2A—502] NOTICE AFTER DEFAULT. 
Except Q otherwise provided Q Qig article Q Qg lease agreement, _tQ 

lessor Q lessee Q default under Qt; lease contract i_s_ pQ entitled Q notice Q” 
default Q notice Q‘ enforcement from jtQ other party t_o Qp lease agreement. 

Sec. 2A-503. [336.2A—503] MODIFICATION OR IMPAIRMENT OF 
RIGHTS AND REMEDIES. 

Q) Except Q otherwise provided Q _th_is article, Qt; @s_e_ agreement Q_a1 
include rights Q1 remedies f_o_r default Q addition t_o Q Q substitution f_og those 
provided Q @3 article a_n_d _rn_ay li_mi_t Q §_l:tQ t_l_1_<_: measure o_f damages recover- 
gm under g_hi_s article, 

Q) Resort Q g remegy provided under t_hi_s article Q Q t_h_e IQQ agreement 
i_s optional unless _tl1_e remedy i_s expresily agreed t_o Q exclusive. _I_f circum- 
stances cause Q exclusive Q limited remedy Q _fQ'_l pf Q essential pugpose, Q 
provision E a_n exclusive remedy i_s unconscionable, remedj Qay Q hid a_s 
provided Q tQ§ article. 

Q) Conseguential damages Qgy p_e_ liquidated under section 2A—504, Q g_n_ay 
otherwise Q limitfl, altered, Q excluded unless th_e limitation, alteration, Q 
exclusion i_s unconscionable. Limitation Q‘ consequential damaggg Qinjugy Q Q person Q Qe (Lise o_f consumer goods Q prima QCQ unconscionable Q 
limitation o_f damages where th_e 1_oQ i_s commercial Q gg, 
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(3) Rights and remedies Q default by lg lessor E fie lessee will; respect t_o 
gmy obligation or promise collateral pi; ;a1_rl<;iH&'y _t_Q t_11<i_ _l_6_afi §_CmtIL>t §£§ n_0I 
i_m.2a_ir_ed hr 3% mole; 

Sec. 2A—504. [336.2A—504] LIQUIDATION OF DAMAGES. 
(_l_) Damages payable bl either party lg; default, _o_1_' afl other gig pr omis- 

§.i.(&. _.____1sin<=1udin ____Xindemnit £9: 1£§§ o_r QiLn_i_I;1Li0_I1 0_f £i£>_iD1t_t‘§ 1; 9: 
_lo_ss pr damage tp lessor’s residual i_rL:r§_s_ty may 3 l_ig_1gi_(_ia_t§=_§ Q 1113 1_e1§§ 
a_gre___ement _b_ut <21_1x at an ____amount :2 by 2 m'I_n_ula LIE i_s &s_ox_1a_b& i_n fight 2t 
1115; fi1_e_n_ anticipated _har_n1_ caused py lllg default pg other apt 9_1; omission. 

(2) ll‘ _t_li_§ glasp agreement provides Q Qcmidation pl‘ damages, a_n;1_ flip 
provision _c_1pe_§ pg; comply yv_i;ll subsection (_1_), o_r ;h_e provision is an e_:<_c;l_11s_i\/p 
9_1_' limited remedy _t_1_'l§l circumstances cause t_o @ pl‘ lt_s essential p_1_1gp_sg remedy play p_e_ _hyqg ag provided i_n_ ll_1_i§ article. 

Q) ll’ the lessor justifiably withholds 9; stops delivery 9_f_‘ goods because o_r 
the lessee’s default 9; insolvency (section 2A-525 9; 2A-526), _t_lle lessee i_s enti- 
_t_l_e_c_l t_(_) restitution 9_f any amount _l_>_y which the sum of the 1essee’s payments 
exceeds: 

(Q) fl1_e_ amount _t_g which llip lessor is entitled py virtue _o_f terms liquidating 
t_l_1_§ lessor’s damages in accordance with subsection (l); g 

(lg) lp the absence of those terms, _2_0 percent pl‘ fig then present value pf fig total rent ll_1_e_ lessee _v_v_a§ obligated _t_g pay ll); ll1_e balance o_f lllg lease term, gr, i_n_ the case of a_ consumer lease, _tl1_<_: lesser pl‘ such amount 9; $500. 
(3) A lessee’s right 19 restitution under subsection Q) _i§ subject _tp offset 19 

_t_l§ extent the lessor establishes: 

(Q a right Q recover damages under _t_h_e provisions of this article other than subsection (Q; apcl 

(lg) the amount or value of gmy benefits received py ply lessee directly gr indirectly _lgy reason 9_f_‘ fl1_e_ lease contract. 

Sec. 2A-505. [336.2A-505] CANCELLATION AND TERMINA- TION AND EFFECT OF CANCELLATION, TERMINATION, RESClS- SION, OR FRAUD ON RIGHTS AND REMEDIES. 
(l) _(_)_p cancellation pl‘ _tl_1_e_ _l§a_S_G contract, all obligations tl1_al age §_t_ill execu- 

t9_1;y pp _b_oLll _s_igl£s _a_re_ discharged, Q11 pg gglll based Q p_rlg default g performance survives, and ge canceling mirty gls_o retains E remedy Q default of the whole lease contract or gay unperformed balance. 
(Q Q_r_l termination 9_f t_l_1g lease contract all obligations that a_rp _s__t_il_l execu- 

to1_'y gig both sides _a_1;§ discharged b_u_t_ g_n_y right based Q prior default pr per- formance survives. 
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Q) Unless pg contrary intention clearly appears, expressions 9;” “cancellation,” 
“rescission ” gr; Q9 like bf 113 lease contract may not pg construed Q g renuncia~ 
tion Q discharge bf gby claim in damages Q an antecedent default. 

Q) Rigl_1ts a_q_d remedies £91; material misrepresentation g fraud include z_11_1 

rigbts gbd remedies available under _t_l_1_i§ article _f(_)_1_‘ default.

~ 
Q) Neither rescission nor z_1 claim fbr rescission o_f fig lease contract nor 

rejection Q return _o_f t_l1e_ goods may bar 9_r_ lg deemed inconsistent with 3 claim 
3; damages g other rigbt 91 remedy. 

Sec. 2A-506. [336.2A-506] STATUTE’ OF LIMITATIONS. 
(_1_) Ab action Q default under _a lease contract, including breach o_f warran- 

ty 9_r indemnity, must bg commenced within f_ou_r years after Q1; cause 91‘ action 
accrued. fig leg; contract i_s _mLt 2_1 consumer lease, fie parties fly reduce glgg 
geriod o_f limitation 39 n_o‘t leg t_lm_n 93:; Ear; ir_1 ;be original l_e_a_s§ contract. 

(2) A cause bf action Q default accrues when me _a_c_t o_r omission g which 
fllg default by breach _o_f warranty _i§ based i_s 9; should discovered by 
_t_l_1§ aggrieved party, Q‘ when _t_l;e default occurs, whichever i_s later. A cause o_f 
action £9; indemnity accrues when _t_l1_e gc_t g omission E which ’th_e claim f_o_§ 
indemnity is based i_s 9_r_ should have been discovered by fie indemnified party. 

Q) I_f z_1_n action commenced within gig 1:1 limited by subsection Q) _i_s_ S_0_ 

terminated _:§ 19 le_a_y_§ available g remedy by another action f_o_1_‘ tfi §gr_1_1g default 
_o_r breach o_f warranty by indemnity, 313 other action gy bb commenced gf_tg 
tbg expiration o_f'tl1_e fig limited gril within s.i_x months g_fLr _t__l_1§ termination bf 
fie firs; action unless th_e termination resulted from voluntary discontinuance Q 
from dismissal _fo_r failure g neglect t_o prosecute. 

(3) This section does 119; alter tbg lbw Q tolling o_f gig statute bf limitations 
;1_c_>_r_ does it apply t_o causes o_f action that have accrued before t_l_1§ article 

becomes effective. 

Sec. 2A-507. [336.2A-507] PROOF OF MARKET RENT: TIME 
AND PLACE. 

Q) Damaggs based Q market flit (section 2A-519 g 2A-528) fig deter- 
mined according t_o t_hg _r_ebt_ £9; E 11$ _9j‘t_l1c:_ goods concerned fbr g 1% t1 
identical t_o jtbe remaining lease term gfi th_e original lease agreement gnil prevail- 
mg a_t 111:; tibig _c_>j'tl1_e default. 

Q) If evidence o_f ggrg f_or tfi gs; bf tfi goods concerned Q z_1 lease term 
identical t_o th_e remaining lease term o_fge_ original lease agreement Q1 prevail- 
ibg Q gig times Q places described _i_g tfi article _i§ gg readily available, t_h_§_ E prevailing within ggy reasonable ti_r§ before g after Q13 time described o_r 
gt Qy other glgge Q: _f;o_1_' z_1 different lease term which E commercial iudgmentg 
under usage bf trade would serve 2_1§ g reasonable substitute fl)_r_ gig o_n§ described 
mgy _b_e_ used, making gr_1y proper allowance fb_1‘ tfi diflerencg, including tbg cbst 
o_f transporting t_h_§ goods t_o_ Q; from tl1_e other place. 
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Q) Evidence p_f_' 3 relevant (pg prevailing a_t Q t‘Lrr1_§ 9; pl_2_)ge_ o_r Q 2. ESE term other than_&9m§s1_@§c.r2l32s1_mm§art.L9122fE=£dL>x0_11t=‘.rnI;t2z;§n9t 
admissible unless and until )5 party gays given th_e other party notice flip court 
finds sufficient 19 prevent unfair surprise. 

££)1fth.e.p____grevailin __rentmxwo_fat1xs99$w1_arLr1Ls_.e:<1i_n.2u1x 
established market is i_n issue, reports i_p in p_1_1fl<3Lr;s g trade _1_cg1_;1__rpa_lsg 
ir_1 newspapers 9; periodicals pf general circulation published as t_l_1_e_ _13pgI_’t_s 91‘ 

met _____market a_re _______admissible Q _____evidence~ ILE £>.i.£°_l.l.I__11S’£_=1I1_C£§ o_f the pfiaaratm o_f 
t_hp report may 13:; shown _tp affect its weight p11_t pp; _i_(§ admissibilit . 

B. Default by Lessor 

Sec. 2A~508. [336.2A-508] LESSEE’S REMEDIES. 
(_1_) 1f a_ fai_l_s_ t_o deliver flip goods 1;; conformity (_9_ (hp l_e_as_e contract 

(section 2A-509) g repudiates t_hp lease contract (section 2A-402), pr E lessee 
rightfully rejects flip goods (section 2A-509) pr justifiably revokes acceptance pf 
((59 goods (section 2A-517), (pep Q respect (9 fly goods involved, _an_d (fit); respect (:9 a_ll pftl1_e goods i_f_' under _a_n_ installment _1_e_a_s_<_e contract t_l_1_e value o_f (lg whole Le_a_§e_ contract jg substantially impaired (section 2A-510), (hp lessor i_s _i_1_i_ 

default under the lease contract and the lessee mpy pursue gm 9_r g_l_l pf t_h_e 

(Q) cancel 1119 lease contract (section 2A-505(1)); 

(lg) recover gp much 9_f (pp rent app security gs pg been paid, Qt ip (he case pf _a_n_ installment lease contract (he recovery 5 that which i_s jpsl under ghp circumstances- 

((_:) cover app recover damages 3 _tp gil goods affected whether g _no_t they have been identified to the lease contract (s_ections 2A-518 pg 2A-520), (_)_r_ recover damages _fg1_~ nondelivery (sections 2A-519 Ed 2A-520). 
goods Q conformity pp t_h_e lease contract 9; repudiates 

_t_l_;e_ lease contract, mp lessee may also: 
‘ 

(a_) Q‘ the goods have been identified, recover them (iection 2A-522); o_r 
(1)) ip g proper case, obtain specific performance pg replevy ;h_e goods (sec- 

t_i__o_p 2A-S21). 

(3) if g lessor _i§ otherwise i_n default under a_t lease contract, fig lessee may exercise fig rights a_n_d remedies provided ip tl_1p lease contract and 1% article. 
(1) I_f a lessor gs breached Q warranty, whether egress 9; implied, t_h_p lessee may recover damages (section 2A-519(4)). 
(Q) Q rightful reiection 9_r iustifiable revocation pf acceptance, 2_1 lessee pg Q security interest ir_1_ goods i_n_ (hp lessee’s possession 95 control Q a_ny rent and 
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security rhpr E p_&_l_i£1_ §pc_l gpy expenses reason1b_ly incurred Q their inspec- 
ri_op, recei t transportation, Q1 g}Q‘2_1r1g_ custody prig m_ay 1% goods 
_a_nQi dispose _o_f i_Ir gppg fzrirp gr Q e_1 commercially reasonable manner, 
subject Q rh_e provisions o_f section 2A-52715). 

jg) Subject Q rfi provisions pf section 2A-407, p lessee, Q notifying th_e 
lessor pf rm 1essee’s intention Q 513 Q, may deduct pg pr Qty part o_f rl_1p 
damages resulting from fliy default under rlQ lease contract from gpy part o_f Q3 
rent gill drip under _t_l_1_e_ same lease contract. 

Sec. 2A—509. [336.2A-509] LESSEE’S RIGHTS ON IMPROPER DELIV- 
ERY; RIGHTFUL REJECTION. 

Q) Subject Q t:h_e provisions pr‘ section 2A-510 o_n default i_n installment 
lgipp contracts, Q‘ Qt; goods Q _t_lQ tender Q’ delivery Q1 _i_rr fly respect Q 
conform Q _t_lQ lease contraL:t, Q9 lessee Qpy reiect pr accept th_e g<Qds Q accept 
fly commercial ppi_t Q’ Qifi gig reject jug re_§_t_ o_f Qe_ goods. 

Q) Rejection o_f goods is ineffective unless i_t_ is within p reasonable time 
after tender o_r delivery o_f_tl1p goods grrc_1 Qt; lessee seasonably notifies t_h3_ lessor. 

Sec. 2A-510. [336.2A-510] INSTALLMENT LEASE CONTRACTS: REJEC- 
TION AND DEFAULT. ‘

. 

(_l_) Under pp installment lease contract, g lessee _rrQy reject grry delivery rgr 
jg nonconforming i_f t_1_l£ nonconformity substantially impairs r_h_e_ value (_)_t_‘ t_hpr 

delivery pr1_d cannot Q cured Q‘ rpe nonconformity Q g defect Q Qp 
reguired documents; pu_t i_f Qe nonconformity d_cQ§ _rQt _fa_ll_ within subsection (_2_) 
prrd Q3 lessor Q rl_1_e supplier gives adequate assurance pr‘ it_s _cpr_e, rile lessee 
must accept that delivery. 

Q) Whenever nonconformity Q‘ default @. respect t_o prrg g _rn_orp deliver- 
_ip§ substantiglly impairs rh_e value pf tl1_e installment l_&1S_§ contract pp gr whole 
rl_1e_r§ jg 2_1 default yvflr respect Q Qt; whole. 1335 Q3 agggeved p21_rty reinstates 
rh_e installment lye contract Q it whole if Qt; aggrieved party accepts g noncon- 
forming delivery without seasonably notifying 9_f cancellation o_r brings Q action @ respect _c)_r1ly Q jm_st deliveries o_r demands performance pp Q future deliver- 
res. 

Sec. 2A-511. [336.2A-511] MERCHANT LESSEE’S DUTIES AS 
TO RIGHTFULLY REJECTED GOODS. 

(_1_) Subject Q fly securiry interest pr‘ p lessee (section 2A-508(5)), i_f p lessor 
pr a supplier gag pg _age_r1t g flapg o_f business Q rl_1_e market pr‘ rejection, 5; 

merchant lessee, E rejection o_f goods Q t_h_e lessee’s possession Q control, 
Qa_ll follow fly reasonable instructions received §1'_oQ ’ch_e lessor g tl1_e supplier 
yv_rt_h respect Q rlQ goods. I_n t_h_e absence gr‘ those instructions, z_1 merchgrt 
lessee flail _rp:1lc_e reasonable efforts Q Ql_l_, le:_a1ga_, pr otherwise dispose pf Qp 
goods fig _tQ lessor’s account i_f they threaten Q decline value speedily. 
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Instructions are not reasonable if pp _c_1;e_I_r_1_e_1_r_1_<_1_ i_I_1_<_i_e_IgI_1i_tx E 6_KP;€%_I_1_S_€§ i_S_'I1_<>l 

forthcoming. 

§_2_) I_i_' g merchant lessee @lps_ept_ipp (1)) Q1: a_n_y 411;‘ lessee 2A-512 
disposes of goods, the lessee i_s entitled t_o_ reimbursement either from @ lessor 
pg t_h_e supplier pi; _o_1;t (_)_t_"tl1_e Droceeds Lg; reasonable expenses pf _c3_1iI_1g fg‘ tag 
disposing of the go__ods _and4 if “J 929-wfies iflfllélti 29 diam-°>_it_ic;r_n m1Ln_1_ss_1<;I1. 
to a commission a_s i_s_ usual i_n jg trade, o_r i_l_' there i_s_ none, t_o_ Q reasonable s_1_1_rp 
pgt exceeding _t_e_p percent pf jg gross proceeds.

~ 
Q) _I_p complying with 1113 section g section _2_15._-5__1__2_, th_e l_e§_sge_ is 1% 9_rgy 

t_9_ good faith. Good faith conduct _i§ neither acceptance pg conversion pp; t_l_1g 
basis 91' a_I_1 action _fpg damages. 

(3) A purchaser who purchases i_n good faith from a_1 lessee pursuant 19 1h_i§ 
section 9_r section 2A-512 takes pip gmds fr; 9_f apy rights o_f Q; lessor app t_l1_e_ 
supplier even though _t_l_i_e_ lessee fails t_o comply with fie 9_r more pf tl1_e reguire- ments _o_f t_l_1_i§ article. 

Sec. 2A-512. [336.2A-512] LESSEE’S DUTIES AS TO RIGHTFUL- LY REJECTED GOODS. 
Q) Except Q otherwise provided with respect tp goods that threaten tp decline ip value speedily (section 2A-511) gpgl subiect t_c_>»a_;1y security interest g" 

g_ lessee gsection 2A-50815)): 

(gt) gig lessee, after rgiection 9_f_' goods _ip t_h_p lessee’s possession, shall hold them with reasonable care at the lessor’s g t_lE supplier’s disposition {o_r g reasonable time after t_l1_e lessee’s seasonable notification _9_f_' rejection; 

(Q) Q‘ t_h_e lessor 9_1_‘ gh_§_ supplier gigfi [Q instructions within g reasonable time after notification pf r_ejection, fllg lessee may store pig rpiected goods f_o_r_ 
ghp lessor’s o_r t_h_e supplier’s account 95 §h_ip them t_o_ mg lessor 95 fig supplierg dispose pf _tg:__r_r_1_ fig; _tge_ lessor’s _o_r tpe supplier’s account @ reimbursement i_n 
yh_e_ manner provided i_n section 2A-511; Q11 

(9) t_l_1_g lessee @_s_ pp further obligations with regard t_q goods rightfully 
rejected. 

(_2_) Action by me lessee pursuant pp subsection Q) i_s go; acceptance o_r conversion. 

Sec. 2A-513. [336.2A-513] CURE BY LESSOR OF IMPROPER TENDER OR DELIVERY; REPLACEMENT. 
(_l_) I_f_' gpy tender 9_1_' delivery ‘_b_y fig lessor pr gig supplier _i§ rejected because nonconforming gpd t_h_e gi_n_1_c_: fgg performance yup _r_i_9_t ygt expired, pig lessor pg 

th_e_ supplier my seasonably notify th_e lessee o_f the lessor’s Q‘ t_lpe_ supplier’s 
intention t_o_ 9%; Ed p1_2_iy t_h_ep make Q conformino delivery within mg 1:i_n_1_e provided Q gap le_a1§e_ contract. 
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(_2_)-Ifgg lessee rejects g nonconforming tender fl1_a_t gh_e_ lessor 9; 113; suppli- 
e_r had reasonable grounds 39 believe would pp acceptable with g without money 
allowance, ;l_1_e_ lessor 9; gig supplier may have p further reasonable time 19 
substitute Q conforming tender i_f jg lessor g supplier seasonably notifies t_h_§ 
lessee. 

Sec. 2A-514. [336.2A-514] WAIVER OF LESSEE’S OBJECTIONS. 
(_1_) Q rejecting goods, _a lessee’s failure pg state _a particular defect that jg 

ascertainable py reasonable inspection precludes _t_l§ lessee from relying pp jg 
defect _t_9_ justify rejection g tg establish default: 

(p) it; stated seasonably, th_e lessor g 33 supplier could have cured 3 
jsection 2A-513 ' _(p' 

(p) between merchants i_f t_l_1_e lessor pg _t_p§ supplier after rejection gag made 
_a reguest i_n_ writing Q‘ 2_1 fjfl pip; final written statement pf gll defects pp which 
113 lessee proposes pg rely. 

Q) A lessee’s failure t_q reserve rights when paying rent g other considera- 
tion against documents precludes recovery o_f 1119 payment {cg defects apparent 
o_n t_h_e face pf jtpg documents. 

Sec. 2A-515. [336.2A-515] ACCEPTANCE OF GOODS. 
(_l_) Acceptance o_f goods occurs after Q_e_ lessee E pg _a reasonable oppor- 

tunity Q inspect g1_e_ goods _2;n_d 
(p) t_h§ lessee signifies 9; acts with respect _t9_ 315 goods _ip _a manner that 

signifies tg th_e lessor _(_)_1_’ ;l_1_e_ supplier that fie goods _a_r_e conforming g that fly 
lessee v_vfl1 take g retain them _ip spite 9_f their nonconformity; _o_r 

(Q) 3113 lessee iaifi 19 make §_I_1_ effective rejection pf fl1_e goods jsectionQ 
509g2)). 

Q) Acceptance o_f g Er; _o_f _a_py commercial ppp i_s acceptance pf @ entire 
unit. 

Sec. 2A-516. [336.2A-516] EFFECT OF ACCEPTANCE OF GOODS; 
NOTICE OF DEFAULT; BURDEN OF ESTABLISHING DEFAULT AFTER 
ACCEPTANCE; NOTICE OF CLAIM OR LITIGATION T0 PERSON 
ANSWERABLE OVER. 

L1_) A lessee must fly rent _fo_r ply g‘ oods accepted Q accordance with _t_h_e 
lease contract, with gig allowance Q goods rigl_1tfully rejected pg pp; delivered. 

Q) A lessee’s acceptance o_f goods precludes rejection o_f_Q§ goods accepted. 
I_n gig fig 9_f p finance lease, if made yv__i_t_p knowledge 9_f 2_l nonconformity, 
acceptance cannot pp revoked because pf jg: I_n gpy o_th_e; E) if made yvi_th 
knowledge pf Q nonconformity, acceptance cannot _b_e revoked because pf i_t 
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un____1ess t_h_e. __13__acce tance w o_n £12 ;e_a_s<_>nal$ §§\££l2l_i9_Il that t1}_e n9_n_c9nf2r_mitx 
would be seasonably cured. Acceptance does po_t pf itself impair _a__ny other 
remedy_provided l_)y tl_1i_§ article pr _t_l_'l__6_ lease agreement Q nonconformity. 

L3) Lfa t___ender h_a§ Loser; asgmfl 
ga) within a reasonable time after t_l1<_a lessee discovers pr should have discov- 

e_reda11___defau_h Q12k=_ss§2s_l;aill22ti1”xfl12l9s_s9rarL<1Lh§§22nl12L2l221>efl1 
from _a_ny remedy; 

pp except ip E case pf a consumer lease, g rglsgpgplg fl__nr_1_§ §_f_t_€_¢_r_ 1112 
lessee receives n_o__t_i_c_.e. 21’ £9_r in_frn1s2n;e_n1 0_r th_e lifi l_s2cLio_n 2.A-2_1_1 
t_h_6 __16SS<‘»e _Sha11 ._Xn0tif Q __16SS0r Q he ha_f.r.<:Q £29m arr! r§r_n_<2s1x 219! far. .1L3b_11.1lX 
established l_)y ghg litigation; gig 

(9) Q; burden _is_ 9_p pipe lessee 19 establish gy default. 
(5) 1f _a lessee jg sued £9; breach 9;‘ p warranty g other obligation f_og which 

_a lessor pr; _a supplier i_s_ answerable over: 

supplier wry come Q gig 
defend app t_h_a_t_ if _t_l;e lessor g mp supplier <_19_§§ n_c>t _c_l9_ pg t_h_e_: lessor pg supplier E ‘pg bound i_r_1 a_ny action against glgg lessor 9; supplier ‘py _tl1_e lessee by a_r_1_y 
determination of fact common to the two litigations, tlyep unless ghp lessor g 33 supplier after seasonable receipt o_fg1_e notice does come _i_p _a_n_d defend gig 
lessor pg supplier ig gp bound. 

(p) [pg lessor pr th_e supplier may demand Q writing phat ;h_e lessee _tpr_1_1_ 
over control pf th_e litigation including settlement _i_f_ t_h_e claim i_s_ gg f9_1_* infringe- ment 9_1_' tfi li_k_e gsection 2A-2111 pg fie pp barred from airy remedy over. K ;l_1_e_ demand states that the lessor or the supplier agrees t_o_ bear pfl expense a_nd Q 
satisfy gpy pdverse judgment, then unless t_hp lessee after seasonable receipt o_f tfi demand does turn over control _t_he_ lessee i_s S_O_ barred. 

Q) E provisions pf subsections Q) app (Q a_ppg_ Lg a_py obligation o_f p 
lessee to hold the lessor or the supplier harmless against infringement 9; J5 li_kp 
gsection 2A-211). 

Sec. 2A-517. [336.2A-517] REVOCATION OF ACCEPTANCE OF GOODS. 
(_l_) A lessee may revoke acceptance _o_f p l_(_)t gr; commercial unit whose 

nonconformity substantially impairs _i_t_s value Q LIE lessee i_f thp lessee has accepted 

fa) except Q th_e case pf p finance lease, pp _t_l_1p reasonable assumption that 
_i_t§ nonconformity would be cured and it has not been seasonably cured; pr 

(1.3) without discoveg pf tin; nonconformity i_f_' tpe lessee’s acceptance yv_e_t§ 
reasonably induced either py th_e lessor’s assurances % except ip gig case 91' a finance lease, py t_l1g difliculty pf discoveg before acceptance. 
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(_2_) Revocation o_f acceetance must occur within it reasonable time after th_e 
lessee discovers 9_r should have discovered th_e ground fg Q eye before egg 
substantial change _ie condition gt‘ th_e goods which E n_ot caused _by E noncon- 
formity. Revocation _i_§ n_ot elfective until Q9 lessee notifies th_e lessor. 

(_3_) _A_ lessee who Q revokes hae E same rights ye duties with regard t_q the 
goods involved Q i_i_‘ the lessee heg rejected them. ” 

Sec. 2A-518. [336.2A-518] COVER; SUBSTITUTE GOODS. 

Q) After default hy _a_1 lessor under th_e lease contract (section 2A-508( 1)), th_e 
lessee may cover l_)y making fly purchase g lease o_f g contract te eurchase g 
lease goods _i_n_ substitution {o_r those die from the lessor. 

(2) Except ee otherwise provided @ respect t_o damagee liquidated Q th_e 
lease agreement (section 2A-504) g determined he agreement 9_f E earties 
(section 1-102(3)), h‘ e lessee’s cover i_s hy lease agreement substantially similar 
t_o fie original leaee agteement _a_»ntl 1:h_e lease agreement i_s made _it1 good faith 
erg i_n e commercially reasonable manner, the lessee ggy recover from _t_h_e 

lessor ae damages (gt) tlg resent value, §._§ o_fme E o_f default, o_f the difference 
re6m6ntfl1££1Et0_t=11 

flit fig the remaining lgtse E o_f Qe original agreement _a_1_re1 (Q) fly 
incidental gt conseguential damages l_e§§_ expenses saved i_n consequence efQ 
lessor’s default. 

Q) I_f 2_1 lessee’s cover tg hy lease agreement that fer £11 reason does get 
gualify {cg treatment under subsection (2), g tg hy Qurchase o_r otherwise, the 
lessee may recover from Que lessor ee if t_l§ lessee had elected n_ot tg cover and 
section 2A-519 governs. 

Sec. 2A-519. [336.2A-519] LESSEE’S DAMAGES FOR NON- 
DELIVERY, REPUDIATION, DEFAULT AND BREACH OF WARRANTY 
IN REGARD TO ACCEPTED GOODS. 

(_1_) Except g otherwise provided with respect t_o damages liguidated i_n the 
lease agreement (section 2A-504) o_r determined hy agreement o_f Que parties 
(section 336.1-102(3)), _i_f _a_ lessee elects h_o_t te cover g e lessee elects _te cover Ed the cover i_s hy 1e_ase agreement E _fer_ a_ny reason d_oee get gualify Q 
treatment under section 2A-518(2), o_r _i_§ hy purchase eh otherwise, tlg measure 
o_f damages Q nondelivegy 9_r repudiation hy ‘th_e lessor o_r Q rejection gt‘ 

revocation o_f acceptance hy th_e lessee § Qe present value Q o_f t_l1(3_ _d_2tt_e_ o_f the 
default gt‘ tlg difference between the thien market £11 £1 file original re_nt, 
computed [Qt th_e remaining lease term o_f"tl1_e original lease agreement Qgether 
gvfl incidental _a£l- consequential damage_s, @_ exnenses saved tr_1 consequence 
ef tfi lessor’s default. 

(_2_) Market rent i_s t_o he determined es _o_f fie place Q" tender g, i_n_ cases gt‘ 
reiection after arrival g revocation Qt‘ acceptance, a_s ef th_e Qlace Q‘ arrival. 
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L3.) 11" tm: 1____essee Las __i2_acce ted g__oods arts! aiyse i1_2t_i__f‘1c@ ts_<;2tm LA.- 
5l6g3)), the measure _o_f damagep E nonconformin tender 9_i; delivery py a_ 
____lessor 15.1} 1.0.82 ___resu._atin E the 2r£2_a_rx was 9.1.‘ W_<mt§ ma th_e lessor’s 
_q_e_fgi_ig gs determined p fly manner LL’: i_s reasonable Qgether with incidental 
ancl conseguential damages, less expenses saved i_p consequence pf fie lessor’s 
default. 

(9) Il_ip measure o_f damages fpg breach pf warranty i_s t_li_e present value _a_t 
gig tim_e gr; ;il_a<:_<3 pf acceptance o_f th_e difference between ghp value 

gp‘ 
t_lie_ pg 

9: tbs go_o.ds a.cc_em.e_.d.. an_d_ th_e _va1ue i_f th_ex_m M as f_0£ t_h_e 1_e§§9 
term, unless special circumstances show p_r9_i_c_imate damages _o_f 3 dilferent amount, 
together @ amt conseguential g amages, _l_e§§ expenses saved _i_r_i_ 5% 
seguence 913% lessor’s default _(_)_l_' breach _o_f_ warranty. 

Sec. 2A-520. [336.2A-520] LESSEE’S INCIDENTAL AND CONSEQUEN- 
TIAL DAMAGES. 

(_l_) Incidental damag_e_§ resulting from _a lessor’s default include gpenses 
reasonably incurred E inspection, receipt, transportation, gig it pig custody 
9_t_‘ goods rightfully rejected 9_r_ goods flip acceptance pf which ig justifia_bl_y revoked, 
a_py commercially reasonable charges, expenses p_r_ commissions _ip connection 
y«_i_tl; effecting cover, Q11 ariy other reasonable expense incident Q tl_i_e_ default. 

Q) Conseguential damages resulting from Q lessor’s default include: 

. (p) gpy log resulting from general pg particular requirements a_ii_cl needs <_)_t_' 

which Q lessor 3}; mg time _9_f contracting l_i_ag reason 19 know gig which could 
ppt reasonably pg prevented py cover 9_r otherwise; agi 

(i_s) iniury tp person gr property proxipi_at_e_ly gesultine from apy breach o_f warranty. ' 

Sec. 2A-521. [336.2A-521] LESSEE’S RIGHT TO SPECIFIC PERFORM- ANCE OR REPLEVIN. 
Q) gppcifig p£_r_fo_rrr_i;a};i_c_e may pp decreed i_t_‘1l_ip goods ar_e unigue 9; 1;; other proper circumstances. 

(2) A _(3e_<:r_<_:§ Q gppglig performance may include a_rpg terms a_i_i;c_1 conditions Q 19 p_a_yfle_i;t_ pf tfi re_n’g, damages, g other relief that gl_i_e_ court deems just.

~ 
Sec. 2A-522. [336.2A—522] LESSEE’S RIGHT TO GOODS ON LES- SOR’S INSOLVENCY. 

,Ll)_S_I_11>.i;=_c_t_t2&12§1ti_<zr_1(2larr_1;1fls=_ri__ahthou fl12a__oods_1ime<>_th§e_n 
§£2p,e£.aLe1s22_v11i9na§2ai4a2aLt2t§L1o_fm9Le.I;t9n_d__1securit£9£s__0ods 
1_<j_§_r;t;ligl 19 Q lgapp contract (section 2A-217) pp making apg keeping good 3 
t_<=11.<_1e_ro_f§nxu_II@rmi9no_fm9Lmt2t_I1;1___.rsecurit £1J£11nd<‘»1”fl1_§1_€£§§ 
contract gg &co_vg fie go_md_s identified from flip lessor l_ffl_'1_§ lessor becomes~ 
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insolvent within tpp days after receipt <_)_f_'1:l1_e first installment pf rent gfli securi- 
I)’.- 

(_2_) 5 lessee acquires th_e right t_o recover goods identified Lg e_1 lease contract 
only if they conform t_o flip lease contract. 

C. Default by Lessee 

Sec. 2A-523. [336.2A-523]'LESS‘Q'R’S REMEDIES. 

(l_) E 3; lessee wrongfully reiects Q‘ revokes acceptance _9_f_' goods g @ t_o_ 
make Q payment gpg _9_r_ repudiates with respect t_g a part pr t_l1§ whole, 
fig, @ respect _tp a_ny goods involved, gig @ respect jtp gfl o_f t_h_e goods if 
under a_n installment lease contract th_e value 53" gig whole lefie contract § 
substantigfly impaired (section 2A-510), fig lessee i_s i_r) default under phg lease 
contract a_n<_i tl_1_e lessor mgy pursue a_ny 9; gl_1 9_f E following remedies: 

(Q) cancel jg lease contract (section 2A-50511 )); 
(p) proceed respecting goods pgt identified t_o th_e lease contract (sectionQ 

524); 

(p) withhold delivery 9_i‘1tl1_e goods gpg fie possession pf goods previously 
delivered (section 2A-525); 

((1) stop delivery o_t"tl1_e goods bl fly bailee (section 2A-526); 
(g) dispose o_f LIE goods and recover damages (section 2A—527), 9_1_‘ retain t_l1<=._ 

goods and recover damages (section 2A-528), g ir_1 Q propei case recover rent 
(section 2A-529). 

Q) _If £_1 lessee i_s otherwise Q default under g lease contract, flip lessor may 
exercise th_e_ rights and remedies provided Q tl1_e lease agreement and tli article. 

Sec. 2A-524. [336.2A-524] LESSOR’S RIGHT TO IDENTIFY 
GOODS TO LEASE CONTRACT. 

Q) A lessor aggrieved under section 2A-523(1) may: 
Q) identify 39 Q, lease contract conforming goods n_o’t already identified _i_f 

at _tl1_e_ time E lessor learned _o_f 33 default they were Q th_e lessor’s g flip 
supplier’s possession 53 control; and 

(Q) dispose o_f goods (section 2A-527(1)) t11ya_t demonstrably have been intended 
_fpg gig particular lease contract even though those goods a_re unfinished. 

Q) I_f th_e goods E unfinished, Q _th_e exercise o_f reasonable commercial 
iudgment _fp1_‘ th_e purposes pf avoiding 1_o_s_§ _a.r1_<1 o_f effective realization, a_n gggrieved 
lessor gg th_e supplier may either complete manufacture gig wholly identify th_e_ 
goods Q th_e Iggy; contract 9; manufacture £1 lease: SLII, o_r otherwise 
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_<1i_§pose _o_f the goods Q scrap pg salvage value eg proceed _i_r_1 E 9_t_l1<11; _1'_e_@; 
able manner. 

Sec. 2A-525. [336.2A-525] LESSOR’S RIGHT TO POSSESSION 
or GOODS. 

Q) 11: e lessor discovers the lessee te be insolvent, ehe lessor neay refuse _t_g 
deliver th_e goods. 

Q) '_F_l_ie lessor _l_1_a_§ pp default py _t_11_e lessee under gl_1e fie contract fie pigfi 
t_o_ t_ake possession o_f gig goods. Lfgie lease contract §_o_ provides, t_h_e_ lessor _n_1ey 
require flie lessee 19 assemble ghe goods ail make gm ey:_1_ilgl<3_ te th_e Egg gt 
e plgee te lee designated ey th_e lessor which i_s reasonably convenient t_o both 
parties. Without removal, t_l_1e lessor r_ney render unusable ergy Loods employed 
in trade 0_1‘ _____tbusiness 29.4 ms: __n_dis ose 9% g__oods an the. 1_rs_s2<=§ .v_r2I£e_.s. £s<%_cti_<22 
2A-527). 

Q) _'[_l_1_e lessor may proceed under subsection (_2_) without jedicial process if 
t_l1a1_t _cep be done without breach of the peace er Q: lessor may proceed _lgy 
action. 

Sec. 2A-526. [336.2A-526] LESSOR’S STOPPAGE OF DELIVERY 
IN TRANSIT OR OTHERWISE. 

~~~ 

~~~~~ 

~ 
~~ 

~~~~ 

~~ 

~~~ 

~ 
~~~ 

egeg bailee i_f ]:_l_'l_e_ lessor discovers tfi lessee te be insolvent eye my §t_qp delivery 9_f carload, truckload, planeload, _o_r larger shipments pf express 9; freight if the lessee repudiates 9; f_ai_l§ te make e pg/ment _clu_e before delivery, 
whether fer pent, security _(_)_I_’ otherwise under the lease contract, g fig apy e_t_h_e; reason 1:15; lessor l_1g_s_ e right 19 withhold 93 take mssession 9_ftl1e goods. 

Q) I_n pursuing jg remedies under subsection QL t_he lessor may stop deliv- 
e_ry until 

(e) receipt o_f LIE goods _by efi lessee; 
(Q acknowledgment 19 @ lessee py E bailee 9_f fig goods, e)-(cept g carrier, g_h_at jg bailee holds the goods §o_r t_l_ie lessee; _o_; 
(e) g_r__1 acknowledgment t_o _t_h_e lessee l_)y a_ carrier _\ia reshipment g _a_1§ warehouseman. 

(3) Q) _'_l‘_9_ _s_t_gp delivery, e lessor shall Q notify §_S _te enable th__e bailee py reasonable diligence pg prevent delivery pf t_l_1e goods. 

fly) After notification, _12_l_l_§ bailee shall hold §_11_d deliver tfi goods according 
te t_l1e directions pf t_l_1e lessor, egg fig lessor ig liable jg fig bailee fer fly ensuing charges 9; damages. 

(e) A carrier who _lg§ issued _a nonnegotiable l_3_i_ll pf lading _i§ pg obliged t_o obey e notification t_o_ stop received from g mrson other than tfi consignor. 
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Sec. 2A-527. [336.2A-527]‘ LESSOR’S RIGHTS TO DISPOSE OF GOODS. 
Q) After g default py p lessee under t_h_e_ 1§l_S__t§ contract gsection 2A-523 1 g 
_t_l_ip lessor refuses t_o deliver pr takes possession pf goods gsection 2A-525 9_r 

2A-526), gig lessor may dispose o_f tli_e goods concerned g th_e undelivered 
balance py lease, @ o_r otherwise. 

(2) Except fl otherwise provided @ respect t_o damages liguidated Q t_l§ 
lgafl agreement (section 2A-504) g determined py agreement pf jt_li_e_ parties 
gsection 336.1-102g3)), Q‘ tpg disposition _i_§ py l_efl§ agreement substantially 
similar Q E original lgefi agreement fli gig l_eflr:_: agreement § made _ip_ go_o¢_‘l 1% £1 E g comrnerciglly reasonable manner, Q43 lessor mpy recover from pl_i_e 
lessee fl damages Li) accrued fld unpaid g<a_iit_ fl o_f1l§ @ o_f th_e E _o_f gig 
tflni o_f tl_ie_ p_e_vy peg agreement, Q) tfl present value _a§ o_f th_e @ o_f E s_tgr_t 
o_f flip tg1;i_n_ o_f_tl1p E ltfl agreement 9_f ’th_e difference between th_e tflml flit 
fgg t_li_e remaining fig peg o_f th_e original l_eg§_e_ agreement fl tpg _t_o_t1lfl 
£9; E _l_§gs_e tflm pf _t_lpe_ Q lfl agreement, a_rid_ (9) fly incidental damages 
allowed under section 2A-530, lg expenses saved i_n consequence 9_f gig lessee’s 
default. 

Q) if tfl lessor’s disposition i_s py lease aggeement that {o_r gipy reason does 
fl_t gualify fflr treatment under subsection Q), g i_s py _s_eglp g otherwise, th_e 
lessor may recover from _t_hp lessee a_s i_ft_l_1_§ lessor gig elected po_t t_o dispose pf 
tli_e goods fl_c_1 section 2A-528 governs. 

(5) A subseguent buyer fl lessee who buys 9; leases from jt_l_i_<_: lessor i_n good 
faith fig value gp p result 91' g disposition under pig section takes _th_e goodsE 
<_)f1l3e_> original lease contract @ a_ny rights 0_f’tl1_e original lessee even though ;l_i§ 
lessor fails pg comply with o_ne g more pf pig reguirements Q1‘ 3% article. 

Q) The lessor _i§ _i_i_qt accountable tp ;l_ip lessee fpr _fly profit made fl fly 
disposition. A lessee who E rightfully reiected g justifiably revoked accept- 
ance shall account 39 jthp lessor Q fly excess over _tli§_ amount o_f thp lessee’s 
security interest (section 2A-508(5)). 

Sec. 2A-528. [336.2A-528] LESSOR’S DAMAGES FOR NONACCEPT- 
ANCE OR REPUDIATION. 

Q) Except gs otherwise provided E respect _tp damages liguidated Q _t_l§ 
leai agreement (section 2A-504) 9_r_ determined py ggreement pf tpe parties 
gsection 1-102g3)), if g lessor elects Q retain plg goods o_r g lessor elects 19 
dispose _o_f E goods flg disposition ig py lease agreement gig fg fly reason 
plpfl n_oI: qualify 3); treatment under section 2A-527(2), p_i; p py gafl 9; other- 
wise, _t_l3_e lessor _ngy recover from tli_e lessee gs damagfl fpr_ nonacceptance g 
repudiation py _t_h_e_ lessee Q) accrued flg unpaid _r_e_pt_ gs _o_f 1;h_e gat_e t_l_ip lessor 
obtained possession o_f gig goods 9_r fl earlier fltp when _th_e lessee made fl 
elfective tender pf possession 91‘ gig goods fl _t_g th_e lessor, Q) th_e present 
value fl _o_f tl1_e cl_at_e_ determined under paraggaph (Q) _o_f tfl difference between 
fig t_okfll gap; Q flip E remaining lpflp tefl o_f Q original lgp agreement flg Q market flit _a_t_ tpg time determined under paragraph Q), flq plafl fpi; 
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tender computed fag th_e gr_n_e_ 1_e_a_s_e terns ar_1_d £2) aux i_rficnt.a_1 
under section 2A-530, l<§ expenses saved Q consequence 9f the lessee S default- 

Q) If the measure pf damages provided Q ai_1_l3§§_c;t_i9p Q) _i§ i_r13g16_£1_1_ha_t§ L9 
pat a lessor-in § ggqd a position a_s performance gv_py_1_d _l_1_av_e, §11_e_ _I_r1_§§_S_|g_r£«_ 9! damagfithi profit, including reasonable overhead, t_h_q lessor would have 
made frofi full 2erf_orm_ance D2 in Lessee new yeti arm iLdenLL1 M22518 
‘a-llowemclef section 2A-S30, gag allowance Q; costs reasonably incurred% 
glpg credit Q payments 9; proceeds pf disposition. 

Sec. 2A-529. [336.2A-529] LESSOR’S ACTION FOR THE RENT. 
Q) After default lg th_e lessee under Qg Qaag contract ggtipa 2A-523 1 

if t_h_e_ lessor complies with subsection Q), th_e lessor __m_ay recover from pig lessee 
aa damages: 

(a) Q; goods accepted py Qa lessee app f_og conforming goods l_o_s1 93 dag 
agagl within a commercially reasonable t_iQ§ aflg Q o_f 1o_ss p‘2§t_:§_ £9 th_e k%_s$e_e 
gsection 2A—2l9), Q) accrued _eQd unpaid _r_ar_1_t a_s 9_i_‘ Qt; data o_f §_n_t_r_)j Q favor _qf_tQ:_ lessor, (ii) Qp present value aa o_f Qt; glatg _()_f1n'1 91" i1_1_<1gm_t3I_1L i_n 
favor pf t_ha lessor o_f 1;l1_e ;_§p_t_ {o_r Qt; Qap remaining lg 1e_r_n_1 o_f Qe Qasp 
agreement, ag app incidental damages allowed under section 2A-530, l_e_s§ 
expenses saved Q consequence pf 1Q lessee’s default; a_rQ 

(p) Q goods identified _tp Qa le_a_s_e contract if tl1_e lessor Q unable a_f;§g 
reasonable effort Q dispose pf them at a reasonable price Q Qa circumstances 
reasonably indicate th_at effort fl pg unavailing, Q) accrued ag unpaid Q a_s 
o_f Qt; glajtp _qfar_11g pf, judgment Q favg o_fplQ lessor, (Q t_l_i_a present value aa pf 
£1;§s1_a_t§9_f§I1t_I'X0_fJ__g____'ud m6ntiI2£a_V_9_r9_ft_h_e.___16SS0r0_I"fl1_e!.<2I1_tE£m§l11<m 
remaining lease term o_f t_h_e_ lease agreement, Q1_c_l E incidental damages allowed under section 2A-530, l_e§s_ expenses saved Q consequence o_f t_l1e_ lessee’s 
default. 

Q) Except a§ provided Q subsection Q), t_h_e lessor shall hold Q 1;h_e lessee Q: pl_1_e_ remaining lease term o_f _t_h_e_ lease agreement E goods that have been 
identified ta Qt; lease contract a_n_d a_r_e Q Qe lessor’s control. 

Q) flip lessor may dispose o_f Qa goods a1 ag time before collection pf t_h_a judgement £95 damages obtained pursuant _t_g subsection Q), I_fQa disposition i_s before _t_h_e app p_f_'tl1_e remaining lease term pf glQ lease agreement, t_lQ lessor’s 
recovery against Qt; lessee f_og damages QQ pa governed pg section 2A-527 Q‘ section 2A-528.

~ 
(A) Payment o_f ;h_e judgment Q damage_s obtained pursuant Q subsection Q) entitles t_h_e lessee t_o a_s_q a_n_pl possession pf Qg goods p9_t then disposed pfQ 

_tQe_ remaining lease term pf t_h_a lease agreement. 

Q) After a lessee h_a_s wrongfully reiected o_r revoked acceptance _o_f goods, 
h_a§ failed Q p_a1 Qat then due, pi; l1_a_s repudiated (fltion 2A-402), a lessor who 
_i_s_ held Q01 entitled tp rent under @ section must nevertheless pa awarded damages fig nonacceptance under sections 2A-527 a_ng 2A-528. 
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Sec. 2A-530. [336.2A-530] LESSOR’S INCIDENTAL DAMAGES.

~ Incidental damages t_o_ _a_n aggrieved lessor include a_ny commercially reason- Q charges, expenses, pr commissions incurred i_n stopping delivery, i_r_1_ tgg 
transportation, gyrg £1 custody o_f goods after tl1_e lessee’s default, i_n connection E return Q‘ disposition 9_f_‘ gig goods, 9; otherwise resulting go_r_n_ gig default. 

Sec. —2A-531. [336.2A-531] STANDING TO SUE‘ THIRD PAR- 
TIES FOR INJURY TO GOODS. 

~~ 

~~~

~ 1.1.2 £2 E n_xart 2 @ 2vi_t11 s_._00ds £191 _lm_ve been ___identified t_o 2 1_e_a_§;c. 
contract Q _t2 cause actionable iniury Q Q party 19 _t_l;e le_asg contract _(§) g_e_ 
lessor E 2_1 pigl_1_t pf action against th_e gig; party, a_nc_l (9) gig lessee 259 E _a 
gjglg o_f action against ghg tgir_d party _ij‘_tl1_e lessee:

~ 
~~

~ Q) gas 3 security interest i_p tl1_e goods‘,

~ (Q _l_1__g§ gp insurable interest _i_n_ gig goods‘, _q1_' 

(iii) bears t_h_e risk o_f loss under tfi lease contract 91; his since th_e injugy 
~~ assumed that @ 2_1_s against 33 lessor apg Q goods have been converted g 

destroyed. _ 

(_2_llffl£l1£time9.fLh_e iniurYt_12§DaI1Y2l§intiff£1i££0_t@"t_11_<22'$.<0_f1fl 
a_s against t_h§_ other party tp gig l_c:_21s_e contract gn_d is _I£)_ arrangement 
between f_or disposition o_fg1g recovegy, th_e party plaintiifs _s;gt_ _o_r settle- 
ment, subject 122 gig party plaintiffs 9&1 interest, i_s _a§ _2_1 fiduciagy _fpr gr; other 
party 3 t_h_e le_as_e contract.

~ 
~~
~ 
~~

~ Q) Either party with g1_e_ consent o_f E other may E f_og g1_e_ benefit 9_f whom jg may concern. 
Sec. 101. DEFINITION.

~
~
~ Unless tfi context indicates otherwise, where g term “this article” appears 

ip sections 2A-1021 Lg 2A-53; Q refers t_o_ E series o_f sectiorg, which comprise 
a_n article o_f _th_e Uniform Commercial Code grgi shall Q; referred _t_q a_s “this 
article” when published Q Minnesota Statutes. ~~~

~ ARTICLE 2 
CONFORMING AMENDMENTS~

~ Section 1. Minnesota Statutes 1988, section l68A.l7, is amended by adding 
a subdivision to read: 

Subd. l_l3, LEASES THAT ARE NOT SALES OR SECURITY INTER- 
ESTS. _A motor vehicle l<:_asc_: @ _p9_t create 31 security interest merely because 
Q provides Q11 ;11_e rental ppic_e _i§ permitted o_r reguired t_o be adjusted under gig 
aggeement_b_y reference pg _-‘Q amount realized ppgg 55$ g other disposition pf 
gig motor vehicle. Q jam ggsg 9_f g lease agreement _w_it_h respect t_o _a vehicle 

~~ 

~~ 

~~
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other than a vehicle used primarily Q persongag family, gg household purposes, 
the determination whether the lease agreement constitutes Q lease and does get 
create a conditional sale or §9211Li_tx him 2122!! E gmmcd .121 th_e s_ta_t2<i 
intent Jr the parties _s_e_T‘o'rth i_n t_h_e_ lease agreement, unless ;l_1_e substance of th_e 
lease agreement is inconsistent _v_v_it_l1 _t_l3g giad iI1_t§11L 

Sec. 2. Minnesota Statutes 1988, section 336.1-105, is amended to read: 
336.1-105 TERRITORIAL APPLICATION OF THE CHAPTER; PAR- 

TIES’ POWER TO CHOOSE APPLICABLE LAW. 
(1) Except as provided hereafter in this section, when a transaction bears a 

reasonable relation to this state and also to another state or nation the parties 
may agree that the law either of this state or of such other state or nation shall 
govern their rights and duties. Failing such agreement this chapter applies to 
transactions bearing an appropriate relation to this state. 

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

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

Applicability 9f the article o_n leases. Sections 2A-105 a_ng_ 2A-106. 

Applicability of the article on bank deposits and collections. Section 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. 
Perfection provisions of the article on secured transactions. Section 336.9- 

103. 

Sec. 3. Minnesota Statutes 1988, section 336.1-201, is amended to read: 
336.1-201 GENERAL DEFINITIONS. 
Subject to additional definitions contained in the subsequent articles of this 

chapter which are applicable to specific articles or parts thereof, and unless the 
context otherwise requires, in this chapter: 

(1) “Action” in the sense of a judicial proceeding includes recoupment, 
counterclaim, setofl', suit in equity and any other proceedings in which rights are 
determined. 

(2) “Aggrieved party” means a party entitled to resort to a remedy. 
(3) “Agreement” means the bargain of the parties in fact as found in their 
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language or by implication from other circumstances including course of dealing 
or usage of trade or course of performance as provided in this chapter (sections 
336.1-205 and 336.2-208). Whether an agreement has legal 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 certificated security payable to bearer or endorsed in blank. 

(6) “Bill of lading” means a document evidencing the receipt of goods for 
shipment issued by a person engaged in the business of transporting or forward- 
ing 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 persuading the 
triers of fact that the existence of the fact is more probable than its nonexis- 
tence. 

(9) “Buyer in ordinary course of business” means a person who in good 
faith and without knowledge that the sale to that person 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 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: NONNEGOTIABLE BILL OF LADING) is 
conspicuous. Language in the body of a form is “conspicuous” if it is in larger or 
other contrasting type or color. But in a telegram any stated term is “conspicu- 
ous”. 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 credi- 
tor and any representative of creditors, including an assignee for the benefit of 
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creditors, a trustee in bankruptcy, a receiver in equity and an executor or 
administrator of an insolvent debtor’s or assignor’s estate. 

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

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

(15) “Document of title” includes bill of lading, dock warrant, dock receipt, 
warehouse receipt or order for the delivery of goods, and also any other docu- 
ment which in the regular course of business or financing is treated as adequate- 
ly evidencing that the person in possession of it is entitled to receive, hold and 
dispose of the document and the goods it covers. To be a document of title a 
document must purport to be issued by or addressed to a bailee and purport to 
cover goods in the bailee’s possession which are either identified or are fungible 
portions of an identified mass. 

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

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

(18) “Genuine” means free of forgery or counterfeiting. 

(19) “Good faith” means honesty in fact in the conduct or transaction 
concerned. 

(20) “Holder” means a person who is in possession of a document of title or 
an instrument or a certificated investment security drawn, issued, or endorsed to 
that person or that person’s 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 rehabilitate the estate of 
the person involved. 

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

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

(25) A person has “notice” of a fact when that person 
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(a) has actual knowledge of it; or 

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

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

A person “knows” or has “knowledge” of a fact when that person has actual 
knowledge of it. “Discover” or “leam” or a word or phrase of similar import 
refers to knowledge rather than to reason to know. The time and circumstances 
under which a notice or notification may cease to be effective are not deter- 
mined by this chapter. 

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

(a) it comes to that person’s attention; or 

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

(27) Notice, knowledge or a notice or notification received by an organiza- 
tion is eifective for a particular transaction from the time when it is brought to 
the attention of the individual conducting that transaction, and in any event 
from the time when it would have been brought to the individual’s attention if 
the organization had exercised due diligence. An organization exercises due 
diligence if it maintains reasonable routines for communicating significant infor- 
mation to the person conducting the transaction and there is reasonable compli- 
ance with the routines. Due diligence does not require an individual acting for 
the organization to communicate information unless such communication is 

part of regular duties or unless the individual has reason to know of the transac- 
tion and that the transaction would be materially affected by the information. 

(28) “Organization” includes a corporation, government or governmental 
subdivision or agency, business trust, estate, trust, partnership or association, 
two or more persons having a joint or common interest, or any other legal or 
commercial entity. 

(29) “Party,” as distinct from “third party,” means a person who has engaged 
in a transaction or made an agreement within this chapter. 

(30) “Person” includes an individual or an organization (see section 336.1- 
102). 

(31) “Presumption” or “presumed” means that the trier of fact must find the 
existence of the fact presumed unless and until evidence is introduced which 
would support a finding of its nonexistence. 
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(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 ofiicer of a corporation or asso- 
ciation, and a trustee, executor or administrator of an estate, or any other person 
empowered to act for another. 

(36) “Rights” includes remedies. 

(37) “Security interest" means an interest in personal property or fixtures 
which secures payment or performance of an obligation. The retention or 
reservation of title by a seller of goods notwithstanding shipment or delivery to 
the buyer (section 336.2-401) is limited in elfect to a reservation of a “security 
interest". The term also includes any interest of a buyer of accounts or chattel 
paper which is subject to article 9. The special property interest of a buyer of 
goods on identification of such those goods to a contract for sale under section 
336.2-401 is not a “security interest,” but a buyer may also acquire a “security 
interest” by complying with article 9. Unless a lease er consignment is intended 
as security, reservation of title thereunder is not a “security interest,” but a 
consignment is in any event i_s subject to the provisions on consignment sales 
(section 336.2-326). ¥tLl-tether a lease is intended as seeur-ity is te be determined 
bythefaetse£eaehease:hewever;(a)theinelesienefaneptientepurehese 
deesnete£fiselfmaketheleaseemintendedferseeurRy;and(b)anagreement 
thetupeneempheneewifletheteremeftheleesethelesseeshallbeeemeerhes 
theepfienteheeemetheewnere£thepmpertyferne&dditienaleensideratien 
erferenemineleensideratiendeesmaketheleaseeneintendedferseeurifie 

Whether _a transaction creates g lease 9}; security interest i_s determined py 
t_hg t‘t1_ct_s_ o_f g1c_h case; however, _a transaction creates Q security interest if _th_e consideration Q lessee i_s_ t_o pg ’ch_e lessor £91 th_e r_igl_it tp possession a_ng_ u_m pf 
thp goods i_s gp obligation §9_r_ 1:h_e §:_rLn_ pf Qe gs; n_ot subject t_o termination by 
the lessee, gg 

(e_1) t_h_e_ original term _o_f tl_1_e lease § equal jtp 9_r_ greater than 33 remaining economic _lif_e pf _th_e goods, 

Q3) _tl1_e lessee i_s bound t_o renew gig lease Q t_l’_l_e_ remaining economic li_f_3; o_f 
_t_l§ goods g _i§ bound Q become fie owner o_f ghp goods, 

(g) glgp lessee gag _ar_1 option 19 renew tl1_e lease _fo_r tfi remaining economic 
lite _9_f_‘ gig goods f_o_r 33 additional consideration 9; nominal additional consider- 
ation upon compliance with th_e lease agreement, g 

(Q) _t_lg lessee ha_s e_1p option tp become _t_h_e owner _o_f thg goods :0; pg additional consideration Q nominal additional consideration upon compliance 
with gig lease agreement. 
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_A_ transaction 5% ;g create _a security interest merely because g provides 
11.12! 

(g) jt_l_1p present value pf pig consideration th_e lessee i_s obligated t_q ppy gig 
lessor Q t_hp ggg t_o possession a_r1_d E o_f_t_1;e_ goods i_s substantially gig) t_o 9; 
E g__r6at<=r tlfi £1.12 ELI. _market 31.1.29 9_f is s.__00dS a_t t11_6 £13. £9 3% i_s 
entered 1% 

(p) _t_h_e_: lessee assumes E91‘ lfi 9_f jg goods, pr agrees _tp pay taxes, 
insurance, filing recording 9; registration fees, gr service g maintenance costs 
with respect tp the goods, 

(p) t_l_1p lessee hag Q option 39 renew E lease pr t_o become pig owner pf _t_t_1§ 
goods, 

(51) tfi lessee E gp option Q renew E lease Q g fixed rent that i_s egual 
19 Q greater than 13 reasonably predictable @ market rent _t_‘pr gl_1_e _u_sp o_fg1_e 
goods 3); _t_l§ term o_f Qg renewal a_t gl_1§_ time Q option § t_o Q performed, Q 

Lg) gig lessee mg g option Q become t_h_§ owner o_i‘tl1_e goods fpr g fixed 
price that _i_s_ egual t_o_ .<_)_1_' greater than gg reasonably predictable fpi_r market value 
pf glgg goods a_t th_e time ;h_e option § 19 Q performed. 

F_o1_* purposes o_f gis subsection 137): 

(x) Additional consideration ig pg nominal E _(i) when fig option tp renew 
tl1_e l_e_§§ _i§ granted tp th_e lessee Qt; pep’; i_s stated _t_<_)_ Q t:h_e §1i_r market in Q3 
tfi u_se pf ;1_1_e_:_ goods fpr _t_l§ pf tfi renewal determined at 3113 time tpe 
option i_s t_o Q performed, o_r (i_i) when _th_e option Q become LIE owner o_f 31;; 
goods _i_§ granted 19 t_h_e_ lessee fl1_C_ price _i§ stated tp _l_)p tfi @ market value pfghp 
goods determined a_t gig _t_im_e tl1_e option § t_q pg performed. Additional consid- 
eration _i§ nominal Q‘ Q g le_s§ E pip lessee’s reasonably predictable gppt o_f 
performing under tl1_e lease agreement E _t_h_e_ option jg n_ot exercised; 

(y) “Reasonably predictable” and “remaining economic @ o_f 11);: goods” E _tp pg determined with reference 19 th_e facts and circumstances _a_t t_h_§ time 
Q19 transaction i_s entered into; and 

(g) “Present value” means tl1_e amount Q o_f _a ;@p certain pf 9_n_e g mg 
grip payable Q ghg future, discounted t_o Q fig certain. '_l‘_h_e discount is 
determined py 115 interest E specified bi ply; parties fi‘ th_e_ rfi i_s rg mani- 
f_e§t_ly unreasonable _at_ plg gipn_e _th_e transaction g entered pig; otherwise, _t_h_e 
discount i_s determined l_)y E_l commercially reasonable gt; gla_t galls Q9 account 
tfi figs a_np1 circumstances o_f'e£1; gg a_t thg time pl}; transaction ysfl entered 

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

properly sent has the effect of a proper sending. 

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

(40) “Surety” includes guarantor. 

(41) “Telegram” includes a message transmitted by radio, teletype, cable, 
any mechanical method of transmission, or the like. 

(42) “Term” means that portion of an agreement which relates to a particu- 
lar 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 negotiable 
instruments and bank collections (sections 336.3-303, 336.4-208 and 336.4-209) 
a person gives “value” for rights by acquiring them 

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

(b) as security for or in total or partial satisfaction of a preexisting claim; or 

(c) by accepting delivery pursuant to a preexisting contract for purchase; or 

(d) generally, in return for any consideration suflicient to support a simple 
contract. 

(45) “Warehouse receipt” means a receipt issued by a person engaged in the 
business of storing goods for hire. 

(46) “Written” or “writing” includes printing, typewriting or any other inten- 
tional reduction to tangible form. 

Sec. 4. Minnesota Statutes 1988, section 3369-1124, is amended to read: 
336.9-113 SECURITY INTERESTS ARISING UNDER ARTICLE ON SALES. 
A security interest arising solely under the article on sales (article 2) g th_e 

article on leases (article 2A) is subject to the provisions of this article except that 
to the extent that and so long as the debtor does not have or does not lawfully 
obtain possession of the goods 

(a) no security agreement is necessary to make the security interest enforce- 
able; and 
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(b) no filing is required to perfect the‘ security interest; and 

(c) the rights of the secured party on default by the debtor are governed _(_i) 
by the article on sales (article 2) Q _tl1_e _c_a_s_e o_f _a security interest arising solely 
under E article gg (ii) by gig article 91; leases garticle _2gg i_n the @ o_f 2_1 

security interest arising solely under article. 

ARTICLE 3 

Section 1. EFFECTIVE DATE; APPLICATION. 

Ih_is a_ct i_s effective Januagg L 1990, and applies t_o lease contracts E Q; 
become effective Q 9_r gfte__r_ th_at_ glgt_e_. ;l_11_i§ a_ct @ _n_cg gpgly tg a contract 
_t_l_1a_t E became effective before January 1, 19904 g Q a_n extension, amend- 
ment modification, renewal, 9; supplement _o_f o_r t9_ the Leg contract, unless 
gig parties agree Q writing Q Q governed by Es ac_t. 

Presented to the governor May 19, 1989 
Signed by the governor May 22, 1989, 8:30 p.m. 

CHAPTER 233—H.F.N0. 1143 

An act relating to taxation; permitting the city of Rochester to continue levying a 
general sales tax for flood control costs; amending Laws 1983, chapter 342, article 19, 

sections 4 and 5. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
Section 1. Laws 1983, chapter 342, article 19, section 4, is amended to 

read: 

Sec. 4. ALLOCATION OF REVENUES. 
Subdivision _1_. USE OF PROCEEDS. Revenues received from taxes autho- 

rized by sections l and 2 shall be used to pay the costs of collecting the taxes, 
capital and administrative costs of improvements to the city park and recreation 
system and flood control improvements for which the city voters at a special 
election held on November 2, 1982, approved the issuance of general obligation 
bonds, and to pay debt service on the bonds. The total capital and administra- 
tive expenditures payable from bond proceeds and revenues received from the 
taxes authorized by sections 1 and 2, excluding investment earnings thereon, 
shall not exceed $16,000,000 for improvements to the city park and recreation 
system and $16,000,000 for flood control improvements. 
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