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rental assistive device reimbursement t_o pal fig th_e cost incurred pg jt_l1e_: con- 
sumer fig; renting _a replacement assistive device. The applicable conditions Q; 
as follows: 

Q) t_l_1_(_: repair period exceeds te_n working days, including g1_e @131 pl; which 
flip device is tendered 19 mp dealer Q repair; g 

Q.) thp defect, malfunction, 9; nonconformity is ‘th_e same f_o§ which t_h§ 
assistive device @ been tendered t_q th_e dealer fpg repair o_n gt least ’9_iv_g previ- 
pps occasions. 

Subd. _2_. DURATION OF DUTY. This section applies Q gig period o_f jg 
manufacturer’s express warranty. 

Presented to the governor May 17, 1995 
Signed by the governor May 19, 1995, 2:34 pm. 

CHAPTER 194——S.F.No. 732 
An act relating to commerce; enacting the revised article 8 of the uniform commercial 

code proposed by the national conference of commissioners on uniform state laws; regulating 
investment securities; amending Minnesota Statutes 1994, sections 336.1-I05; 336.1-206; 
336.4-104,- 336.5-114; 336.9403; 336.9405; 336.9-106; 336.9-203; 336.9-301; 336.9-302; 
336.9-304; 3369-305; 336. 9-306; 336. 9-309; 336.9~312; and 336.10-104; proposing coding for 
new law in Minnesota Statutes, chapter 336; repealing Minnesota Statutes 1994, sections 
336.8-I01; 336.8-I02; 336.8-103; 336.8404; 336.8405; 336.8~I06; 336.8-107; 336.8-108; 
336.8-201; 336.8-202; 336.8-203; 336.8-204; 336.8-205; 336.8-206; 336.8-207; 336.8-208; 
336.8-30I,- 336.8-302; 336.8-303; 336.8-304; 336.8-305; 336.8-306; 336.8-307; 336.8-308; 
336.8-309; 336.8-310; 336.8-311; 336.8-312,‘ 336.8~3I3; 3368-314; 3368-315; 336.8-316; 
336.8—3J7.' 336.8—318,' 3368-319; 3363-320,‘ 336.8321,‘ 336.8401,’ 336.8-402,‘ 336.8403; 
336.8404; 336.8405; 336.8-406: 336.8407,‘ and 336.8-408. 

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

ARTICLE 1 

UNIFORM COMMERCIAL CODE 
Revised Article 8 

INVESTMENT SECURITIES 
Part 1 

SHORT TITLE AND GENERAL MATTERS 
Section 1. [336.8-101] SHORT TITLE. This article may _l3_e_ cited § Uni- 

form Commercial Code ; Investment Securities. 
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Ch. 194, Art. 1 LAWS of MINNESOTA for 1995 

Sec. 2. [336.8-102] DEFINITIONS. 

(a_) II) tl_1_i_§ article: 

(1) “Adverse claim” means a claim that _a_ claimant E a property interest i_n 
a financial asset a_rQ:l_ that i_t; _i§ a violation o_f'1‘.l1_e rights o_f tl1_e claimant fir another 
person t_o hold, transfer, Q deal with t:h_e financial asset. 

Q) “Bearer form,” Q applied t_o a certificated security, means a form i_n 
which t_h_e_ security is payable t_o flip bearer 91‘tl1_e security certificate according t_o 
it_s terms Q n_ot Qy reason Q Q endorsement. 

Q) “Broker” means _a person defined Q Q broker Q dealer under Q federal 
securities laws, E without excluding a bank acting i_n that capacity. 

fl) “Certificated security” means Q security that i_s represented py g certifi- 
cate. 

Q) “Clearing cogporation” means: 

(_i) a person that is registered Q a “clearing agency” under th_e federal securi- 
t_iQ laws; 

(Q) a federal reserve bank; 9; 

gpy other person tg provides clearance pg settlement services yygh 
respect t_o financial assets Q would require _i_t tg register Q a clearing agency 
under gm federal securities l_ay§ lg @ Q exclusion Q exemption fLm tl1_e rpg; 
istration requirement, i_f Q activities Q a clearing corporation, including p[9_- 
mulgation o_f rules, @ subject t_o regulation _by p federal Q state governmental 
authority. 

Q) send a signed writing; Q 
(i_i) transmit information py Qy mechanism agreed upon py ’th_e persons 

transmitting and receiving t_h_e information. 

(1) “Entitlement holder” means 3 person identified i_n Q records o_f gE 
rities intermediary Q tl_1p person having a security entitlement against E securi- 
ti_e_:§ intermediary. E‘ a person acquires a security entitlement py virtue o_f section 
336.8-501gb)[2) _o_r_ Q); E person is thp entitlement holder. 

_(§) “Entitlement order” means a notification communicated t_o Q securities 
intermediary directing transfer 9; redemption 9_f_‘ a financial asset _t_9_ which E 
entitlement holder h_a_s _a security entitlement. 

(2) “Financial asset,” except Q otherwise provided i_n section 336.8-103, 
means: 
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819 LAWS of MINNESOTA for 1995 Ch. 194, Art. 1 

Q) Q security; 

(Q) Q obligation o_f Q person pr; Q share, participation, pr other interest i_n Q 
person g ip property o_r Q entegprise 9_f Q person, which i_s_, g i_s_ pf Q typp, Q_e_Ql_t 
ip _O_I' traded pp financial markets, g which _i_s_ recognized _ip Qpy QgpQ ip which i_t 
i_s issued pg dealt i_n Q Q medium Q investment; gp 

fly property that jg held py Q securities intermediary £o_r another person 
i_n Q securities account Q‘ t;h_e securities intermediary QQQ expressly agreed with 
Qip other person that ‘th_e property is t_o l_)_6_ treated Q Q financial asset underE 
article. 

_A_s context requires, me; term mean_s_ either tl1_e interest itself pg _th_e_ means py 
which Q person’s claim tp it i_s_ evidenced, including Q certificated Q uncertifi- 
cated security, a security certificate, g Q security entitlement. 

110) “Good faith,” Q; purposes pf tpe obligation pf good faith i_n th_e perfor- 
mance o_r enforcement o_f contracts pg duties within tfl article, means honesty 
i_n {Q91 @ tli_e observance pf reasonable commercial standards pf @ dealing. 

(Q) “Endorsement” means Q signature _1£2_t_ alone pr accompanied py other 
words i_s made pp Q security certificate ip registered form pg pp Q separate docu- 
p1p1_1_t f_o_§ _th_e purpose pf assigning transferring, pg redeeming th_e security g 
granting Q power tp assign, transfer, pg redeem Q 

312) “Instruction” means Q notification communicated t_o Q1_e issuer o_f Qp 
uncertificated security which directs fit tl1_e transfer o_f E security pp registered g tl1_at th_e security pp redeemed. 

113) “Registered form,” iS_ applied t_Q Q certificated security, means Q form i_p 
which: 

Q) tl1_e security certificate specifies Q person entitled pp tpe security; and 

(Q) Q transfer 9_f_' @ security may _b_e_ registered upon books maintained Q 
that purpose py 9; Q behalf gp‘ th_e issuer, pr th_e security certificate §p states. 

(14) “Securities intermediary” means: 

Q) Q clearing co_r_poration; pg 

Qi) Q person, including Q bank g broker, that i_p fie ordinapy course pf i_’§ 
business maintains securities accounts fi)_r_ others and is acting i_r_1 that capacity. 

$15) “Security,” except Q otherwise provided ip section 336.8-103, means 
Qp obligation o_f Qp issuer p_r_ Q share, participation, g other interest i_p Q_n_ issuer g _ip property pr _a_n enterprise pf 11} issuer: 

Q) which jg represented py Q security certificate i_n bearer p_r registered form, 
o_r tfi transfer o_f which may pp registered upon books maintained Q that pur- 
pose py g pp behalf o_f t_l1c_: issuer; 
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(i_i_) which i_s pr_i_e_ pf a_ class g series Q py i_ts terms i_s divisible into a class 9; 
series pf shares, participations, interests, _o_r obligations; gig 

which: 

(A) i_s, o_r i_s o_f a type, dealt _ip Q‘ traded pg securities exchanges 9_1_' securities 
markets; g 

(E) i_s a medium _fp1_' investment @ py i_t§ terms expressly provides that _i_t_ i_s 

_a security governed py gg article. 
g16g “Security certificate” means a certificate representing a security. 

117) “Security entitlement” means tl1_e rights £1 property interest pf a_n 
entitlement holder with respect Q a_ financial asset specified i_n part _5_, 

§l81 “Uncertificated security” means 2_t security that i_s pp; represented py 3 
certificate. 

§_t_>_) Other definitions applying tp _tl1_i_s_ article gfli fl1_e_ sections ip which they 
appearE 

“Appropriate person,” section 336.8-107 

“Control,” §§__c_t_i9_p 336.8-106 

“Deliveg,” gcfip 336.8-301 
“Investment company security,” section 336.8-103 

“Issuer,” section 336.8—201 

“Overissue,” section 336.8-210 

“Protected purchaser,” section 336.8-303 

“Securities account,” section 336.8-501 

(9) I_n addition, article _I_ contains general definitions @ principles o_f con- 
struction grg interpretation applicable throughout Q article. 

(51) The characterization o_f _a person, business, g transaction fo_r purposes pf 
this article does po_t determine th_e characterization o_f @ person, business, gr 
transaction £9; pupposes o_f any other law, regulation, pr rule. 

Sec. 3. [336.8-103] RULES FOR DETERMINING WHETHER CER- 
TAIN OBLIGATIONS AND INTERESTS ARE SECURITIES OR FINAN- 
CIAL ASSETS. 

(_a) A share pr similar equity interest issued py a_ corporation, business trust, 
joint stock company, 33 similar entity i_s_ _a security. 
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(pi Ap “investment company security” is Q security. “Investment company 
security” means Q share Q similar equity interest issued py Q entity Q; is peg 
istered Qs Q investment company under _t_l§ federal investment company laws, Q interest i_n Q u_nii investment t_r_1_1_si i@ is sp registered, pr Q face—amountQ 
tificate issued py Q face-amount certificate company Qi_Qi is _S_O registered. Invest- 
_r_n_Q company security dog n_oi include Q insurance policy p_r endowment 
policy pi annuity contract issued py Q insurance company. 

is) Q interest i_n Q partnership o_r limited liability company is n_ot Q securi- 
iy unless _i_t is dealt ip Q traded Q securities exchanges pi i_n securities markets, 
it_s terms expressly provide ‘th_at Q is Q security governed py E article, pi ii isQ 
investment company security. However, Q interest ip Q partnership pi limited 
liability company i_s Q financial asset i_f Q is i1e_lci, i_n Q securities account. 

(Q) A writing mg is Q security certificate is governed l_)y pig article Qg r_1pt_ 
py article 3_, eiri though i_t Qis_o meets gs requirements pf Q article. However, 
Q negotiable instrument governed py article § i_s Q financial asset i_f i_t i_s lQld_ i_n Q 
securities account. 

(Q) Q option Q similar obligation issued py Q clearing corporation Q; it_s 
participants i_s pp’; Q security, lpu_t i_s Q financial asset. 

i_t) A commodity contract, Qs defined i_n section 336.9-115, i_s Q; Q security 
pr_ Q financial asset. 

Sec. 4. [336.8-104] ACQUISITION OF SECURITY OR FINANCIAL 
ASSET OR INTEREST TI-IEREIN. 

Q) A person acquires Q security p_r Q interest therein, under this article, 
(_l_) jt_lie_ person i_s Q purchaser Q; whom Q security is delivered pursuant t_o 

section 336.8-301', pi 

(_2_) Q person acquires Q security entitlement t_o iiip security pursuant t_pQ 
tion 336.8-501. 

(Q) A person acquires Q financial asset, other than Q security, Q Q interest 
therein, under this article, if t_lip person acquires Q security entitlement t_p :t_l_1_e 

financial asset. 

(p) A person _\Qp acquires Q security entitlement t_p Q security pi‘ other finan- 
Qii Qpi i1_a_s_ _t_hp rights specified i_ri pQr_t_ §_, b_u_t_ is Q purchaser pf Qy security, Q 
curity entitlement, pi other financial asset iiefl py t_l1e_ securities intermediaiy 
o_nly t_o th_e extent provided i_ri section 336.8-S03. 

(pl) Unless ifi context shows th_at Q different meaning is intended, Q person 
w_hp is reguired py other i_a_w_, regulation, Q pi agreement t_q transfer, deliver, 
present, surrender, exchange, pi otherwise pQt i_n LIE possession o_f another p_eg 
Qp Q security Q financial asset satisfies t_lQt_ requirement py causing th_e other 
person t_o acquire Q interest ir_1 ihp security p_r_ financial asset pursuant Q; subsec- 
tigatalgrlhh 
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Sec. 5. [336.8-105] NOTICE OF ADVERSE CLAIM. 
(Q) A person QL notice Q‘ Q adverse claim 
Q) ’th_e person knows o_f"tl1_e adverse claim; 

(Q th_e person i_s aware <_)_f facts suflicient t_o indicate that there i_s_ Q signifi- 
cant probability that jtQ adverse claim exists Qd deliberately avoids informa- 
tion that would establish tl_1_e existence pf Q15; adverse claim‘ Q 

Q) Q5; person lg Q duty, imposed py statute Q regulation, t_o investigate 
whether Q adverse claim exists, Q tl1_e investigation §_C_)_ required would estab- 
lish the existence of the adverse claim. 

(1)) Having knowledge Q Q financial asset Q interest therein i_s Q Q15; IQ 
transferred by Q representative imposes n_o Qy o_f inguigy i_n_t_9_ ’th_e rightfulness Q Q transaction Q i_s n_ot notice o_f Q adverse claim. However, Q person wQl1o 
knows tl1_at Q representative Qs transferred Q financial asset Q interest therein i_n 
Q transaction _t_llQt_ i_s_, Q whose proceeds Qr_e b_eipg Qfilg fQ I_i_1_§_ individual benefit 
o_f Q representative Q otherwise i_n breach o_f Qy Q notice Q‘ Q adverse 
claim. 

(Q) Q a_ct Q event ’tl1Qat creates Q right 19 immediate performance pf gig 
principal obligation represented by Q security certificate Q §_e_t_s_ Q gl_a_t_e_ Q QQ 
which t_h_e certificate § tp Q presented Q surrendered fQ redemption Q 
exchange _(1_0§§ n_ot itself constitute notice o_f Q adverse claim except i_n QQ 
of a transfer more than: 

(Q Q1_e year after Q date s_e,t Q‘ presentment Q surrender _fQ redemption Q 
exchange; Q 

Q) si_x months after Q date _S£t_ _fQr_ payment pf money against presentation Q 
surrender o_f _t_lQ§ certificate, Q‘ money _v_v_a§ available Q payment Q that date. 

(Q) _A_ purchaser o_f Q certificated security Q notice o_f Q adverse claim i_f 
tl1_e security certificate: 

(_1_) whether i_n bearer Q registered form, has been endorsed “for collection” Q “for surrender” Q Q‘ some other purpose not involving transfer; Q 
(g) i_s i_n bearer form and h_as_ Q it Q unambiguous statement that it is Q9 

property o_f Q person other than t_h_c; transferor, Q (Q mere writing o_f Q name 
on the certificate is not such a statement. 

(Q) Filing o_f Q financing statement under article 2 i_s n_ot notice o_f Q adverse 
claim to a financial asset. 

Sec. 6. [336.8.-106] CONTROL. 
(Q) Q purchaser lQs “control” o_f Q certificated. security i_r_1 bearer form i_fg1g 

certificated security i_s delivered (9 t_l§ purchaser. 
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gp) A purchaser h_a_s_ “control” pf Q certificated security i_r_1 registered form Q‘ 
th_e certificated security _i_s_ delivered 19 Q purchaser, and: 

(_l_) the certificate i_s endorsed t_o ph_e purchaser Q‘ i_n blank py Q effective 
endorsement‘ pr 

Q) Q certificate is registered _i_p ph_e name o_f gig purchaser, upon original 
issue 9; registration o_f transfer l_>y gig issuer. 

(Q) A purchaser hfi “control” 9_f Q uncertificated security 
Q) t_l_1_g uncertificated security i_s delivered t_o pig purchaser; o_r 

(_2_) th_e issuer lips agreed gig; it _w_ill comply with instructions originated py 
mp purchaser without further consent py t_h_e_ registered owner. 

(Q) A purchaser _l_1_a_s_ 
“control” 9_t_" g security entitlement 

§_1_) thp purchaser becomes _t_he_ entitlement holder; pr 

(2) tlg securities intermediary h_z1s_ agreed that it yv_ill comply with entitle- 
ment orders originated py flip purchaser without further consent Q t_ll_C_ entitle- 
ment holder. 

(_e) I_f a_n_ interest i_n p security entitlement ig granted bl me entitlement 
holder _t_9_ t_h_e entitlement holder’s own securities intermediary, _t_h_e securities 
intermediag IQ control. 

(Q A purchaser _wlQ h_a_s_ satisfied tl1_e requirements pf subsection (c)(2) pg 
(d)(2) h_a_s control even if 1113 registered owner i_n me _c_aQ o_f subsection c 2 QI_‘ 

_t_h_e entitlement holder i_n t_l_1_§ Q o_f subsection (d)(2) retains Ll_1_e right t_o make 
substitutions Q Q uncertificated security g security entitlement, t_q originate 
instructions o_r entitlement orders tp th_e issuer g securities intermediary, _o_1j _(Ll'l-_ 

erwise _t_p c_le_z1l Q flip uncertificated security _C_>_I_' security entitlement. 

(g) Ap issuer g z_1_ securities intermediary Qy n_ot _e_rlt_e_r_ iQt_o_ Q agreement 
_o_f jug and described Q subsection (c)(2) g (d)(2) without _t_l;e_ consent p_f tllg 
registered owner p_1; entitlement holder, b_u_t Q issuer 9; 2_1 securities intermediary 
_i_s_ n_ot reguired t_o_ §_1_1_t§_r_ i_rlt_9_ §Qh Q agreement even though the registered owner Q entitlement holder §9_ directs. _A_n issuer pg securities intermediary tl_1_a1 lg 
entered irQ _s_u_Q Q agreement _i§ p_o_t required tp confirm flip existence 9_t_‘ tl1_e 

agreement t_o another party unless reguested tp dp _s_q py the registered owner 9; 
entitlement holder. 

Sec. 7. [336.8-107] WHETHER ENDORSEMENT, INSTRUCTION, OR 
ENTITLEMENT ORDER IS EFFECTIVE. 

(gt) “Appropriate person” means: 

Q) with respect _tp Q endorsement, t_h_e person specified by p security certifi- 
cate _r py Q effective special endorsement t_o Q entitled _t_p pig security; 
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Q) with respect t_o Q instruction, Q registered owner o_f pp uncertificated 
security; 

Q) with respect t_o Q entitlement order, 'th_e entitlement holder; 
(3) i_f tli_e person designated i_n paragraph Q), Q), o_r Q) i_s deceased, th_e des- 

ignated person’s successor taking under other m_w g t_1E designated person’s per- 
sonal representative acting Q‘ th_e estate pf E decedent; g 

Q) i_f tl1_e person designated Q paragraph Q), Q), o_r Q) lacks capacity, mg 
designated person’s guardian, conservator, g other similar representative who @ power under other lpw t_o transfer th_e security _o_r financial asset. 

(Q) Q endorsement, instruction, g entitlement order i_s eflective 
Q) Q i_s_ made py th_e appropriate person; 
Q) i_t i_s made py Q person who has power under ’th_e Lg/_ pf agency t_o transfer 

tl1_e security _q_r_ financial asset Q behalf pf th_e appropriate person, including, _i_r) 

LIE pggg pf Q instruction g entitlement order, p person yv_l_19_ kg control under 
section 336.8-106(c)(2) g (d)(?.); g 

(_3_) @ appropriate person E ratified it 9; _i_s_ otherwise precluded from 
asserting _i_t_s ineffectiveness. 

(p) Q endorsement, instruction, 9_r_ entitlement order made py g representa- 
tive is effective even if: 

Q) tile representative @ failed jtp comply @ g controlling instrument 9_r_ 
_\yit_h th_e @ pf the; state having iurisdiction g" fl1_e representative relationship, 
including gi_y l_aw requiring Q representative tg obtain court approval o_f th_e 
transaction‘ g 

Q) th_e_ representative’s action i_n making php endorsement, instruction, g 
entitlement order _gr_ using ’th_e proceeds o_f @ transaction _i§ otherwise Q breach 
pf duty. 

(31) E a security i_s registered i_n th_e name o_f pr specially endorsed t_o _a p_e_r_-_ sg described 2_1§ a_ representative, _g1_' if Q securities account i_s maintained i_n th_e 
name pf a_t person described 2_1§ _a representative, gi endorsement, instruction, gg 
entitlement order made _by t_h_§ person i_s effective E though th_e person i_s pp 
longer serving i_n_ E described capacity. 

(p) Effectiveness pf _a_r_1_ endorsement, instruction, _(E_ entitlement order i_s 

determined gig o_f tpg page go; endorsement, instruction, 9_r entitlement order i_s 
made, at; gr) endorsement, instruction, 9; entitlement order E n_ot become 
ineffective M reason o_f fly La’t_er change o_f circumstances. 

Sec. 8. [336.8—l08] WARRANTIES IN DIRECT HOLDING. 
(p) _/1 person who transfers g certificated security t_o 2_1 purchaser fig value 

warrants t_o Q purchaser, and Q endorser, i_t’ thp transfer is y endorsement, 
warrants t_o fly subsequent purchaser, that: 
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§_l_) th_e certificate jg genuine @ h2_z§ n_ot been materially altered; 
§_2_) the transferor pt endorser does hpt know o_f fly get thgt might impair 

tlg validity 9_f_ th_e security; 

Q) there i_s n_o adverse claim t_o the security; 

(5) the transfer does hgt violate fly restriction 9_n_ transfer; 
Q) h” me transfer i_s hy endorsement, tl1_e endorsement i_s made hy a_rt appro- 

priate person, gt it fry endorsement i_s_ hy gh agent, t_l§ agent has actual author- 
jty t9_ apt Q behalf o_f th_e_ appropriate person; egg 

(Q th_e transfer i_s otherwise effective ehg rightful. 

(h) A person who originates eh instruction @ registration pf transfer o_f gr; 
uncertificated security t_o g purchaser Q value warrants t_o_ t_l_1_e_ purchaser that: 

(t) the instruction i_s made hy ffl appropriate person, 9_I‘ i_f the instruction i_s 
hy eh agent, th_e agent hzg actual authority t_o a_c:t eh behalf 9_f tl1_e appropriate 
person; 

L2.) JE mm i_s iiliii 
Q1t_11_eL<:i_sm&v2rs«_e9l§1_i_mt<2tf1_e_secur1;1.t';%t_r£ 

(3) et me thhe the instruction i_s presented t_q th_e i_SSliI‘I_ 
Q) Qe purchaser fl the entitled _tp tl1_e registration 9_f transfer; 
(i_i) th_e transfer _w_i_11 he registered hy the issuer E from a_ll liens, security 

interests, restrictionh, @ claims other than those specified i_n th_e instruction; 
the transfer _vyi_h n_ot violate ghy restriction gh transfer; and, 

(i_v) t_h_e requested transfer yvjh otherwise 3 effective g rightful. 
(_c_) A person who transfers gt uncertificated security tg h purchaser fo_r value 

and does Qt originate Q instruction i_n connection with th_e transfer warrants 
that: 

§_1_) t_h_e uncertificated security i_s valid; 

(_2_) there i_s E adverse claim t_o th_e security; 
Q) fire transfer does h_et violate fly restriction hp transfer; a_ng_ 
(11) _1i_it§ transfer i_s otherwise effective _ah<_i rightful. 

gg) A person who endorses e security certificate warrants t_o ]:_lL3 issuer that: 
Q) there _i_§ he adverse claim t_o the security; g1_<_l_ 
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Q) ghp endorsement i_s effective. 

(p) A person who originates gr instruction 3); registration o_f transfer o_fQ 
uncertificated security warrants gp th_e issuer that: 

Q) E instruction i_s effective;E 
Q) a_t tl1_e time tip instruction i_s presented tp thp issuer th_e purchaser p/_i_l1 pp 

entitled t_o the registration 
gp‘ 

transfer. 

(9 A person _vs/l1_o presents _a certificated security Q registration 9_f transfer 
9_r fig payment Q exchange warrants t_o ’th_e issuer thgt t_l_1_e person i_s entitled Q 
’th_e registration, payment, g exchange, put a purchaser fo_i' value gig without 
notice gfi adverse claims _tp whom transfer i_s registered warrants 9p_ly @ th_e 
person E Q knowledge o_f apy unauthorized signature i_1_i_ a necessary endorse- 
ment. 

(g) E g person acts gs agent pf another i_n delivering a certificated security tp 
a purchaser, gig identity o_f @ principal _v_v_a§ known t_o @ person tp whom th_e 
certificate yyis delivered, E th_e certificate delivered py flip age_n_t map received 
by _t_h_e_ agent from tl1_e principal pg received py Qt; agent from another person gt 
t_l_1_e direction o_f th_e principal, th_e person delivering Q security certificate y/;a_r_~ 

_r_21pt_s prpy th_at t_l1e_ delivering person pa_s authority t_o a_c:t Q1; tpe principal apd 
does n_ot know 9;‘ fly adverse claim tp 1119 certificated security. 

(11) _A_ secured party who redelivers a security certificate received, g after 
payment and Q order pf _t11_e debtor delivers th_e_ security certificate t_o another 
person, makes only E warranties o_f a_n agent under subsection (g)_. 

Q) Except 2_t_s otherwise provided i_n_ subsection (g), Q broker acting f_o_r g 9% 
torner makes t_o th_e issuer 2_1pc_l a purchaser fig warranties provided i_n subsec- 
tions fp) through _(Q_. A broker _tpg1_t delivers g security certificate t_o it_s customer, g causes i_t_§ customer t_o Q registered pp _ti1§ owner o_f pp uncertificated security, 
makes t_o th_e customer t_h_e warranties provided i_n subsection (Q) g Lb) gr_1<_i_ h_a_s 
tpe rights El privileges o_f Q purchaser under Q1i_s_ section. I_l_ip warranties _(_)_f 11 
i_r_i_ favor pf _t_l§ broker acting _a_s_ gr agent Q i_p addition Q applicable warranties 

py gng ip o_f tl1_e customer. - 

Sec. 9. [336.8-109] WARRANTIES IN INDIRECT HOLDING. 
(_a) A person who originates Q entitlement order t_o ._a securities intermedi- 

fly warrants t_o th_e securities intermediary that: 
Q) @ entitlement order i_s made py Q appropriate persorp Q i_fg1p entitle- 

ment order i_s py 2_1p agent, th_e agent _l1_a_s_ actual authority t_o a_ct O_l'1 behalf 
gp" 

tli_e 

appropriate person; and 

Q) there i_s _r_1_o_ adverse claim t_o_ Q, security entitlement. 
(p) A person who delivers g security certificate t_o g securities intermediary 
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Q credit 19 a securities account 9; originates Q instruction with respect t_o Q 
uncertificated security directing that t_h§ uncertificated security Q credited t_o §_ 
securities account makes t_o file securities intermediary Q warranties specified 
13 section 336.8~l08ga) 9;‘ (b; 

(_c_) I_f a_ securities intermediary delivers a security certificate t_o it_s entitle- 
ment holder g causes its entitlement holder t_o 3 registered a_s E owner 9_f_‘Q 
uncertificated security, th_e securities intermediary makes t_o t_h_e_ entitlement 
holder E warranties specified _i11_ section 336.8-108(a) _o_r (_b)_. 

Sec. 10. [336.8-110] APPLICABILITY; CHOICE OF LAW. 
(gt) The local layy o_f th_e issuer's iurisdiction, Q specified i_n subsection (Q); 

governs: 

Ll) th_e validity gf g security; 

(3) @ rights Q duties o_f th_e issuer with respect t_9_ registration _o_I_" transfer; 

Q) t_l_1_e effectiveness o_f registration O_f transfer by Q issuer; 
(:1) whether the issuer owes a_ny duties t_o Q adverse claimant t_o 2_1 security; 

and 

(_5_) whether Q adverse claim Q _b_e asserted against g person to whom 
transfer o_f a certificated g uncertificated security i_s registered 9; _a person who 
obtains control gf Q uncertificated security. 

(Q) The local Law gt: ghe securities intermediary’s iurisdiction, a_s specified i_n_ 
subsection (§)_, governs: 

Q) acquisition gf g security entitlement from 115 securities intermediary; 

Q) t_l1<a_ rights _a_ng duties o_f t_l_1_e securities intermediary Q entitlement 
holder arising o_ut of a security entitlement; 

Q) whether tlg securities intermediary owes Qy duties t_o Q adverse claim- 
Q_t t_o a security entitlement; Q5; 

(51) whether Q adverse claim _ca_n be asserted against a person who acquires 
a security entitlement from t_lg_: securities intermediary g a person who pur- 
chases § security entitlement 9; interest therein from Q entitlement holder. 

(9) The local law o_f fig iurisdiction _i;1_ which a security certificate i_s located 
at t_h_e time 9;‘ delivery governs whether Q adverse claim Q ye asserted against 
_a person Q whom mg security certificate i_s delivered. 

(Q) “Issuer’s iurisdiction” means th_e iurisdiction under which th_e issuer o_f 
tfi security i_s organized Q if permitted by Q Q _o_fQ1gt jurisdiction, me la_w 
o_f another iurisdiction specified by LIE issuer. _,Q issuer organized under gh_e lgvy 
_q_f gig s_tz1_te gig specify th_e 1_ayv_ o_f another jurisdiction a_s gig Q governing fig 
matters specified i_n subsection (a)(2) through Q; 
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Q3) The following rules determine g “securities intermediary’s jurisdiction” 
fig pugposes bf this section: 

Q) I_f fll_ agreement between th_e securities intermediary E it_s entitlement 
holder specifies that b i_s governed by fig @ pf 2 particular jurisdiction, that 
jurisdiction i_s tl1_e securities intermediary’s jurisdiction. 

Q) E Q agreement between ’th_e securities intermediary @ it_s entitlement 
holder @ n_ot specify tbp governing @ Q provided _ip paragraph (34 E 
expressly specifies ’cl1_a11 the_ securities account i_s maintained a_t gr; oflice i_n g pzg 
ticular jurisdiction, Q jurisdiction i§ bib securities intermediary’s jurisdiction. 

Q) 1f ab agreement between ’th_e securities intermediary gpg it_s entitlement 
holder E n_ot specify g jurisdiction gp provided i_n paragraph Q) g Q); ’_tbe_ be; 
curities intermediary’s jurisdiction is gag jurisdiction i_r_1 which is located E 

identified _ip Q account statement § flip bflifi sewing tbe entitlement 
holder’s account. 

(3) I_f Q agreement between Q securities intermediary £1 Q entitlement 
holder gfi n_o’t specify g jurisdiction Q provided i_n paragraph Q) o_r Q) gpg pp 
account statement _d<_)e_§ pp; identify Q office serving bg entitlement holder’s 
account gg provided i_n paragraph (_3)_z tfi securities intermediary’s jurisdiction i_s 
;h_e jurisdiction i_n which i_s located th_e chief executive oflice o_f @. securities 
intermediagy.

' 

Q?) _A_ securities intermediary’s jurisdiction i_s po_t determined by Q physical 
location o_f certificates representing financial assets, 91; by mg jurisdiction ip 
which _i_s_ organized E issuer 9_fg1_e financial asset yv_itl_1 respect t_o which E ii- 
tlement holder bg a_ security entitlement, g by tbb location pf facilities fig 51$ 
processing o_r other record keeping concerning E account. 

Sec. 11. [336.8-111] CLEARING CORPORATION RULES. 
A Q adopted by g clearing corporation governing rights a_ng obligations 

among jg clearing corporation g participants _ip t_h_e clearing corporation i_s 
effective mil i_f tfi _ru_le conflicts @ E chapter _2m_cl affects another partyE 
g1_o_g§ pp; consent t_o t_h_e_ gl_e_. 

Sec. 12. [$336.8-112] CREDITOR’S LEGAL PROCESS. 
(Q) 3 interest o_f g debtor i_n g certificated security m_ay bg reached by 2_1 

creditor _o_r_1_ly by actual seizure 9_f tl1_e security certificate by mp oflicer making th_e 
attachment g levy, except g otherwise provided i_n subsection [<_i)_. However, g 
certificated security 3); which th_e certificate bag been surrendered t_o th_e issuer 
may b_e reached by g creditor by legal process upon Q15; issuer. 

(b) The interest o_f Q debtor i_n pp uncertificated security may by reached by 
Q creditor only by legal process upon me issuer a_t i_t§ chief executive office i_n ‘th_e 
United States, except _2§ otherwise provided i_n_ subsection (db 
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(e) flie interest ef e debtor tn e security entitlement m_ay be reached by e 
creditor gply by legfl process upon th_e securities intermediary @ whom gie 
debtor’s securities account te maintained, except ee otherwise provided i_rt git); 
section (31); 

Q) lie interest gt" e debtor tp 2_1 certificated security E which Qie certificate 
i_s pt t_h_e possession _o_1_°e secured party, o_r i_n Q uncertificated security registered 
i_n the name 91' e secured party, g e security entitlement maintained tp the name 
pt‘ e secured party) tgy lg reached py e creditor py legal process the 
secured party. 

(e) A creditor whose debtor i_s fire owner 9_f e certificated security, uncertifi- 
cated security, g security entitlement i_s_ entitled tg ad from e court o_f compe- 
tept jurisdiction, _l;y injunction pt otherwise, i_n reachingtlg certificated security, 
uncertificated security, g security entitlement 9_r i_n satisfying fie eleitn py 
means allowed gt tew gr _i_p equity gt regard te property get cannot readily lg 
reached py ettig legel_ process. 

Sec. 13. [336.8-113] STATUTE OF FRAUDS INAPPLICABLE. 
A contract gt modification gt‘ e contract Q fie ea_le gt purchase o_f e securi- 

ty i_s enforceable whether o_r pet there _ie e writing signed g record authenticated 
py e party against whom enforcement i_§ sought, even if fie contract g modifica- 
ttep i_s pet capable _o_f performance within o_11e yeet o_f it_s making. 

Sec. 14. [336.8-114] EVIDENTIARY RULES CONCERNING CERTIFI- 
CATED SECURITIES. 

The following rules apply it; _ap action o_n e certificated security against tlte 
issuer: 

Q) Unless specifically denied i_n E pleadings each signature 9_r_1 e security 
certificate 9_r jp e necessary endorsement i_s_ admitted. 

Q) I_fge effectiveness gt‘ e signature _ie gt tp issue, jg burden o_f establish- 
_i_r_1g effectiveness i_s_ 9;; the party claiming under the signature, pti_t gie signature 
i_s presumed te be genuine gt authorized. 

(3) if ggnatures 9_n e security certificate ye admitted o_r established, produc-' 
tion pf t_l'pe_ certificate entitles e holder tg recover Q _it unless ’th_e defendant 
establishes gt defense o_r e defect going te the validity 9_f the security. 

(3) If _it i_§ shown that e defense gt defect exists, ’th_e plaintiff _l_1a_s fie burden 
gt‘ establishing that jg plaintiff g some person under whom th_e plaintiff claims 
te e person against whom tlg defense pt defect cannot Q asserted. 

Sec. 15. [336.8-115] SECURITIES INTERMEDIARY AND OTHERS NOT LIABLE TO ADVERSE CLAIMANT. 
A securities intermediaty that _h_a_s transferred 2_1 financial asset pursuant t_o 
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a_n elfective entitlement order, 93 Q broker g other agent g bailee th_at E gea_1t @ Q financial a_sse_t a_t Q3; direction gf i_t§ customer g principal, i_s M IiiQ 
Q person having Q adverse ell t_o the financial asset, unless th_e securities 
intermediary, g broker g other agent 9; bailee: 

(_l_) E me action i_t _ll§_(;l_ bin served @ a_n injunction, restraining 
order, g other l§gQl process enjoining i_t from doing Q9, issued by Q 9_g1_1_r_t o_f 

competent jurisdiction, Qgg hQg Q reasonable opportunity tg Qg_t_ 9_n th_e injunc- 
tion, restrainimz order, 9; other l_ega_l process; g 

(_2) acted Q collusion with tlg wrongdoer i_n violating the rights o_f tl_1_§ 

adverse claimant; _o_r 

Q) i_n Q case o_f Q security certificate that gs been stolen, acted with notice 
9_f the adverse claim. 

Sec. 16. [336.8-116] SECURITIES INTERMEDIARY AS PURCHASER 
FOR VALUE. 

A securities intermediary gal receives Q financial Qgg E establishes Q _s§; 
curity entitlement _tg t_h_g financial fit i_n favor o_f a_n entitlement holder j_§ Q 
purchaser Q value (_)f E financial asset. A securities intermediary thit acquires 
Q security entitlement t_o Q financial asset from another securities intermediary 
acquires t_l_1_§ security entitlement Q value i_f th_e securities intermediary acquir- 
i_ng th_e security entitlement establishes Q security entitlement t_o @ financial 
asset i_n favor o_f a_n entitlement holder. 

Part 2 
ISSUE AND ISSUER 

Sec. 17. [336.8-201] ISSUER. 

(Q) With respect t_o Q3 obligation Q g Q defense tg Q security, Q “issuer” 
includes Q person that: 

Q) places 9_r_ authorizes th_e placing gf it_s name 9;; Q security certificate, 
gl_1_Q_n g authenticating trustee, registrar, transfer agent, 9; t;h_e E, to ii- 

dence Q share, participation, _o_r other interest i_n it_s property g i_n_ §1_I_l_ enterprise, 

g t_o evidence _iQs_ g1_ty Q perform §l_l’_1 obligation represented tl1_e certificate- 

Q) creates Q share, participation, 9; other interest in it_s property 95 l_I_l a_n 
enterprise, gr undertakes Q obligation, that i_s Q uncertificated security; 

Q) directly gjindirectly creates Q fractional interest i_n it_s rights _o_r property, 
Q” th_e fractional interest is represented by Q security certificate; gr 

(3) becomes responsible for, Q ig place o_f; another person described Q Q 
issuer i_n this section. 

Q3) With respect tg §_1_n_ obligation _gr_1 9_r defense t_o Q security, Q guarantor i_§ 
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Q issuer t_9_ tl_1_e extent o_f it_s guaranty, whether g ppt _it_s obligation i_s noted o_n 
Q security certificate. 

(Q) With respect t_g Q registration 9_i_‘ Q transfer, issuer means Q person pp 
whose behalf transfer books Q maintained. 

Sec. 18. [336.8-202] ISSUER’S RESPONSIBILITY AND DEFENSES; 
NOTICE OF DEFECT OR DEFENSE. 

ta) Even against g purchaser fig value gig without notice, mg terms 9_t_‘ g 
certificated security include terms stated Q thp certificate g_n_<_1_ tgrrn_s m_zui_e p_a_rt 
pt‘ 

tl_i_e_ security py reference 93 th_e certificate t_o another instrument, indenture, 
9; document g t_o_ a constitution, statute, ordinance, pulp regulation, order, 9; 
_t_h_g l_ik_e, t_9_ t_h_e extent jg terms referred t_o tip Qt conflict w_itp his stated Q 
thg certificate. A reference under @ subsection _d9_gs_ E g‘ itilt‘ charge a pu_r- 
chaser Q value _vyi‘r_h notice o_f _a_ defect going _t_q tfi validity 9_f fie security, gyep 
tt‘ t_h_e certificate expressly states ma_t a_ person accepting it admits notice. :% 
terms _o_f Q uncertificated security include those stated tp @ instrument, inden- 
‘Le, g_r_ document 9; i_i1 Q constitution, statute, ordinance, g, regulation, order, 
9; th_e Litcpl pursuant tp which the security ts issued. 

Q1) fie following rules apply E a_n_ issuer asserts that _at security i_s not valid: 

(_I_) A security gtlfl tt_1a_n 9_l’_l§_ issued py g government 9; governmental s_u_b; 
division, 2_1gency, 9; instnimentality, even though issued _v_v_i_th_ _a defect gpi_i_i_g t_o 
it_s validity, i_s valid i_n_ th_e hands 9_f g purchaser Q value gig without notice o_f 
fig particular defect unless fie defect involves g violation gt‘ g constitutional 
provision. tp E case, ‘th_e security is valid tp tl1_e hands pf g purchaser Q value 
and without notice o_f me defect, other map gg yvhg t_2g<_e_s by original iispet 

Q) Paragraph Q) applies _t_c_> Q issuer tl1_at i_s Q government _o_r governmental 
subdivision agency, 9_r instrumentality o_nly _it‘ there h_21s>_ been substantial compli- 
gig _v;i_tl_t flip Legal gquirements governing th_e issue 95 E issuer hfi received g 
substantial consideration @ flip issue a_s g whole gr E ’th_e particular security 
a_rgi_ a_ stated putpose o_f thg i_s_§_1_1§_ i_s 9_I_1§_ @ which th_e issuer _lta_s_ power tg borrow money 9; iii; thp security. 

(9 Except a_s otherwise provided i_r_1 section 336.8-205, lack pt‘ genuineness 
o_f gt certificated security i_s a complete defense, even against 2_1 purchaser fg 
value and without notice. 

(Q) _Al_l other defenses pt‘ t_l1_e_ issuer pf _a security, including nondeliveryE 
conditional delivery o_f £_1_ certificated security, arg ineffective against 3 purchaser 
fpr value who _h_a_s taken t_h_e certificated security without notice pt‘ t_h_e particular 
defense. 

(Q This section does n_ot affect thg right pf g party t_o cancel a contract t_”<_)_r g 
securit “when, as _a_r_1_d tt issued” Q: “when distributed” i_n t_h_e event 9_t_" gt mate- 
ri_at change i_r_t tlg character pt‘ fig security that i_s the subject pt‘ tl_1p contract g 

New language is indicated by underline, deletions by st-r-i-leeeat.

Copyright © 1995 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



Ch. 194, Art. 1 LAWS of MINNESOTA for 1995 832 

i_n tt1_e plan Q arrangement pursuant tg which Qe security i_s t_o _b_e_ issued QQ 
tributed.

4 

(Q I_f Q security i_s Q py Q securities intermediary against whom Q entitle— 
ment holder _lta_s Q security entitlement Q respect _t_q th_e security, tQ issuer Qy n_o1_: assert Qy defense t_lQt Q13 issuer could p_c_>_t_ assert i_f _t_l_1§ entitlement 
holder Q th_e security directly. 

Sec. 19. [$336.8-203] STALENESS AS NOTICE OF DEFECT OR 
DEFENSE. Q a_n Qgt Q event, o_tQQ Q Q c_alt tt1Qt Q b_eQ revoked, creating Q 
right t_o immediate performance o_fQ1p principal obligation represented py QQ 
tificated security Q setting Q Q Q Q Qr which th_e security _i_s tp IQ Q3; 
sented Q surrendered Q redemption Q exchange, Q purchaser i_s charged yv_i_tp 
notice Q‘ a_ny defect i_p i_t§ issue Q defense pf thp issuer, if tl_1p a_<:‘t Q event: 

(_I_) requires tl1_e payment o_f money, Q delivery o_f Q certificated security, 
tlQ registration pf transfer o_f Qp uncertificated security, Q Qty _o_f tlQ QQ 
sentation Q surrender o_f th_e security certificatp, QIQ money Q security i_s avail- 
Qlflg Q t_h_e Q s_e_t Q payment Q exchange, Q1 Qe purchaser Qg tile s_eQ 
nu tn_0_r2 tffi one LE m mg: m; o_r 

Q) t§ pgt covered by paragraph Q) Q1 th_e purchaser takes Q13 security 
more than tw_o years after th_e date Q Q surrender Q presentation Q Q1; date Q which performance became due. 

Sec. 20. [336.8-204] EFFECT OF ISSUER’S RESTRICTION ON 
TRANSFER. 

A restriction Q transfer o_f Q security imposed py Qe issuer, even i_f other- 
wise lawful, i_s ineffective against Q person without knowledge pf t_hQ restriction 
unless: 

Q) th_e security i_s certificated Qct tl_1Q restriction i_s noted conspicuously Q 
th_e security certificate; Q 

Q) Qe security i_s uncertificated Qip th_e registered owner Q been notified 
o_f _t_lQe_ restriction. 

Sec. 21. [336.8-205] EFFECT OF UNAUTHORIZED SIGNATURE ON 
SECURITY CERTIFICATE. 

Q unauthorized signature placed Q Q security certificate before Q tp tlg 
course o_f issue i_s ineffective, put tQ signature i_s effective _ip favor Q‘ Q purchaser 
fqt value 9_ftl_1p certificated security i_f Q purchaser i_s without notice 9_ftt1p lack 
o_f authority Q1_d tl_1_e signing _ltQQ been done py_: 

Q) Q authenticating trustee, registrar, transfer agent, Q other person 
entrusted py tlg issuer with Q signing o_f mg security certificate Q o_f similar s_e; 
curity certificates, Q _t_h_§ immediate preparation Q signing o_f EX o_f them; Q 
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(_2_) Q employee o_f tpg issuer, Q o_f fly o_f mg persons listed it; paragraph 
(lg entrusted with responsible handling pf Q; security certificate. 

Sec. 22. [336.8—206] COMPLETION OR ALTERATION OF SECURITY 
CERTIFICATE. 

lg) _I_f g security certificate contains ‘;l_1_e signatures necessary 19 i_t_s_ issue o_r 
transfer Q i_s incomplete i_n a_ny other respect: 

Q) Ly person may complete i_t _by filling in 33 blanks _2_l§ authorized; @ (2) 
even if tfi blanks _a§_ incorrectly filled ip, t11_e_ security certificate pg completed i_s 
enforceable lgy g purchaser who took Q _fg value a_r1d_ without notice o_f Q incor- 
rectness. 

(Q) A complete security certificate that _h_a_i§ been improperly altered, even E 
fraudulently, remains enforceable, _bt_11 only according t_o its original terms. 

Sec. 23. [336.8-207] RIGHTS AND DUTIES OF ISSUER WITH 
RESPECT TO REGISTERED OWNERS. 

(_a) Before fig presentment jg registration o_f transfer pf g certificated secu- 
r_i_ty _ip registered [imp 93 Q _a_1_r_1 instruction reguesting registration _o_f transfer o_f 
g uncertificated security, 1l_1_e issuer 91 indenture trustee ngy treat me registered 
owner gs tfi person exclusively entitled t_o vote, receive notifications, a_n_c_1_ other- 
wi_s_e exercise a_l_l t_h_e rights gpg power pf a_r_1 owner. 

(p) This article does pp‘; affect gh_e liability o_f fie registered owner o_f g secu- 
r_ity f_o_r g 9_a_lL, assessment g gig like. 

Sec. 24. [336.8—208] EFFECT OF SIGNATURE OF-AUTHENTICATING 
TRUSTEE, REGISTRAR, OR TRANSFER AGENT. 

(Q) A person signing g security certificate Q authenticating trustee, registrar, 
transfer agent, 95 tfi like, warrants t_o g purchaser Q value o_f tpg certificated _s__e_; 
curity, if gig purchaser jg without notice 9_i_" g particular defect, that: 

(_l_) th_e certificate i_s genuine‘, 

Q) flip person’s own participation i_n ;l;e_ issue _o_f gig security i_§ within 13 
person’s capacity gd within mg scope o_f t_h_e_ authority received l_)y t_h_e person 
from gig issuer; a_pg 

Q) 1h_g person his reasonable grounds _t_Q believe that tl1_e certificated securi- 
ty i_s i_n the form and within gh_e amount th_e issuer i_s authorized t_o issue. 

Q1) Unless otherwise agreed, g person signing under subsection Lg) does pg assume responsibility Q _t_h_e validity pf th_e security i_n other respects. 
Sec 25. [336.8-209] ISSUER’S LIEN. 

A lien i_p favor pf a_n issuer upon g certificated security i_s valid against p 
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purchaser only fl‘ tl1_e right pf th_e issuer t_Q th_e lie_n i_s_ noted conspicuously QE 
security certificate. 

Sec. 26. [336.8-210] OVERISSUE. 

(9) Q; this section, “overissue” means tl1_e issue O_f securities _ip excess pf t_h_§ 
amount th_e issuer has corporate power t_o issue, but ap overissue does not occur 
i_f appropriate action has cured Q; ‘overissue. 

gp) Except a_s_ otherwise provided i_n subsections (p) and (Q), phg provisions 
o_f this article which validate g security pr compel it_s issue g reissue Q pot 
apply tp tpg extent that validation, issue, _0_r reissue would result i_n overissue. 

(p) I_f pp identical security pp; constituting a_n overissue i_s reasonably avail- 
a_l_)l_e_ fg purchase, _a person entitled t_o issue g validation m_ay compel Qe issuer 
t<_) purchase tfi security g deliver p i_f certificated, g register i_t_s transfer i_f 
uncertificated, against surrender o_f apy security certificate fig person holds. 

(Q) I_f _a security § n_ot reasonably available [o_r_ purchase, a person entitled 19 
issue g validation may recover from fig issuer pg price _t_h_§ person _o_r_ E Q; 
purchaser £9; value paid fpr it with interest from fire date pf gm person’s 
demand. 

Part 3 
TRANSFER OF CERTIFICATED 

AND UNCERTIFICATED SECURITIES 
Sec. 27. [336'.8-301] DELIVERY. 

(g) Delivery pf 2_1 certificated security t_o _a purchaser occurs when: 

(_1_) th_e purchaser acguires possession 9_f th_e_ security certificate; 

Q) another person, Ll1e1' fla_n_ a securities intermediary, either acquires tg; 
session o_fg1_e security certificate Q behalf o_f tl_1p purchaser pg, having previously 
acquired possession pf 33 certificate, acknowledges Qa_t it holds :01 mp p_u_r_; 
chaser; 9_r_ 

Q) _a securities intermediary acting pp behalf o_f Q13 purchaser acquires pos- 
session pf tfi security certificate, only if _t_h_6 certificate i_s i_n registered form gq 
pg been specially endorsed tp pip; purchaser b_y a_n effective endorsement. 

gp) Delivery pf a_r_1_ uncertificated security jtp a_1 purchaser occurs when: 

[_l_) th_e issuer registers jg purchaser ag t_h_e registered owne; upon original 
issue Q registration pf transfer; pr 

(_2_) another person, other than a securities intermediary, either becomes t_lm_ 
registered owner pf tl1_e uncertificated security pp behalf o_f §h_e_ purchaser g, hav- 
i1_1g previously become 1;h_e registered owner, acknowledges that it holds fp; t_l_1_e 

purchaser. 
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Sec 28. [336.8-302] RIGHTS OF PURCHASER. 
(Q) Except Q otherwise provided i_p subsections (l_)_) Qpg (_C_),_ upon delivegy o_f 

Q certificated 9_1_‘ uncertificated security t_o Q purchaser, gig purchaser acquires Q11 
rights i_r_1 (lg security that (13 transferor E1 g l_1a_d power 39 transfer. 

(Q A purchaser pf Q limited interest acquires rights only t_o fl_1_e_ extent _o__f gt; 
interest purchased. 

(Q) A purchaser 9_f Q certificated security" who Q Q previous holder E 
notice o_f Qp adverse claim does n_ot improve it_s position l_)y taking from Q pro- 
tected purchaser. 

Sec. 29. [336.8-303] PROTECTED PURCHASER. 
(Q) “Protected purchaser” means Q purchaser o_f Q certificated 9_r uncertifi- 

cated security, pg o_fg1_ interest therein, who: 

(_l__) gives value; 

(g) does pQt_ have notice p_f Qpy adverse claim tp (pg security; £1 
Q) obtains control 9_fg1_e certificated pg uncertificated security. 
(_b_) _I_p addition Q9 acquiring t_h_e_ rights o_f Q purchaser, Q protected purchaser 

also acquires jg interest _i_r_i (pg security fie 9_f_' Qpy adverse claim. 

See. 30. [336.8-304] ENDORSEMENT. 
(Q) Ap endorsement m_ay pg i_n blank g special. Ap endorsement i_n blank 

includes _££1_ endorsement t_o bearer. A special endorsement specifies tp whom Q 
security is to be transferred or who pa_s power Q) transfer A A holder E gyp; 
yQr_t Q blank endorsement t_o_ Q special endorsement.

A 

(Q) Ap endorsement purporting (9 pp only part pf Q security certificate repre- 
senting units intended py tfi issuer t_o_ _b_e separately transferable i_s effective t_o 
_t_l_1_p extent pf t_l1t3_ endorsement. 

(_g) Ap endorsement whether special o_r i_n_ blank, does pit constitute Q trans- Q until delivegy pf E certificate g which i_t appears pry if mp endorsement _iQ Q Q separate document. until delivery o_f both flip document Qn_d ]:_ll§ certificate. 
(Q) _If Q security certificate i_n registered form h_a_§ been delivered t_q Q pi_1_r; 

chaser without Q necessary endorsement, tlip purchaser p1Qy become Q ppotected 
purchaser 9_n_ly when tlQe_ endorsement i_s supplied. However, against Q transferor, 
Q transfer i_s complete upon delivery §._n_(1 _th_e_ purchaser h_aQ Q specifically enforce- 
QtQl_e_ right tp have Qpy necessary endorsement _s_upplied. 

(Q) Q; endorsement 9_f Q security certificate i_n bearer form may give notice 
o_f Qp adverse claim 3; th_e certificate, _b_pt i_t does n_ot otherwise affect Q right t_o 
registration that th_e holder possesses. 
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(Q Unless otherwise agreed, g person making a_n endorsement assumes only E obligations provided i_n section 336.8—lO8 g pc_)_t_ pp obligation that t_l_1_e_ _s_e_- 

curity @ pg honored py tfi issuer. 
Sec. 31. [336.8-305] INSTRUCTION. 

Q) I_f gp instruction E been originated py a_1_1_ appropriate person pg i_s 
incomplete _ip_ gr_1y other respect, a_ny person may complete Q ag authorized@ 
th_e issuer may rely pp i_t §§_ completed, even though Q pg been completed incor- 
rectly. 

(Q) Unless otherwise agreedg g person initiating Q instruction assumes only 
t_l_1_e_ obligations imposed py section 336.8-108 gig n_ot a_n obligation that t_l1e_ sg 
curity yvfl pg honored py th_e issuer. 

Sec. 32. [336.8-306] EFFECT OF GUARANTEEING SIGNATURE, 
ENDORSEMENT, OR INSTRUCTION. 

La) 5 person who guarantees _a signature o_f gp endorser _Q_f a_ security certifi- 
cate warrants that gt Q9 time o_f signing: 

Q) t_h§_ signature _v_v_a_s genuine; 

Q) th_e signer wag pp appropriate person t_o endorse; o_r i_f t_l_1_<_:_ signature i_s py 
a_n agent, _‘di_e agent pg actual authority tg a_ct pp behalf pf ;h_e appropriate per- 
son;E 

Q) t_l;_e_ signer h_a_c1 legal capability pg sign. 

Q) A person who guarantees Q signature o_f _t_l_1_e originator o_f a_n instruction 
warrants that at fie time pf signing: 

Q) @ signature @ genuine; 
Q) gig signer E a_n appropriate person t_c_>_ originate th_e instruction, 9; i_f 

t_h_e signature E py Q agent, th_e agent peg actual authority t_o a_ct Q behalf pf 
tl1_e appropriate person, i_f_‘tl1_e person specified i_n gig instruction g the registered 
owner E; ip E; _t_h_e registered owner, ag t_o which Q3 fl1_e signature guarantor 
gl_c_>_e_s n_ot make Q warranty; gggl 

Q)Ih§§_igmh=_iL11_6gi1£§P_?1C_it_¥t_0S_ig11_~ 

(_(_;) A person who specially guarantees mp signature 0_f 2_1_r_1 originator o_f _a_p 
instruction makes ghg warranties o_f _a signature guarantor under subsection (_b) 
and also warrants that a_t _t_lye time flip instruction i_s presented t_o th_e issuer: 

Q) pig person specified i_n tl1_e instruction g pile registered owner o_f tl1_e 
uncertificated security will pg th_e registered owner; gpq 

Q) t_l_1_e transfer pf tl1_e uncertificated security requested i_n_ t_h_e instruction 
will pp registered py _t_h§ issuer free from a_ll liens, security interests, restrictions, 
and claims other than those specified _ip th_e instruction. 
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(Q) A guarantor under subsections gs) §._Ii(_Il_ (pl o_r _a special guarantor under 
subsection (p) does n_ot otherwise warrant ilie rightfulness pi‘ gig transfer. 

(55) A person who guarantees g_ri endorsement o_f g security certificate makes 
t_l§ warranties 9_f g signature guarantor under subsection is) and also warrants 
ilg rightfulness _gi‘jt_l_1_p transfer i_n gii respects. 

(Q A person who guarantees ap instruction reguesting flip transfer 9_t_" _a_i_1 

uncertificated security makes il_1_e_ warranties pi‘ g special signature guarantor 
under subsection (pi and also warrants ih_e_ rightfulness 9_f th_e transfer ip _2_1_ii 

YCSQCCIS. 

(g) Ari issuer may _r_1_(_>_t require Q special guaranty pi‘ signature, g guaranty o_f 
endorsement pi g guaranty o_f instruction _a_s a_ condition ip registration 9_f trans- 
fer. 

iii) flip warranties under iisi section a_re made ig g person taking pi dealing 
wfiii t_hp security i_n reliance pp ihp guaranty, g_ric_l iiis guarantor is liable i_o_ gs 
person g)_r igss resulting from their breach. A_n_ endorser pi originator _o_f Q 
instruction whose signature, endorsement, g instruction gs been guaranteed is 
liable _t9_ g guarantor fps fly i_ce_s suffered by _ti1_e guarantor gs a_ result o_f breach 
pi‘ flip warranties pi‘ iiip guarantor. 

Sec. 33. [336.8-307] PURCHASER’S RIGHT TO REQUISITES FOR 
REGISTRATION OF TRANSFER. 

Unless otherwise agreed, tl1_e transferor pi‘ g security 9_ri E demand flail 
supply th_e purchaser @ proof 9i" authority t_g transfer pi @ gig regui- 
ggg necessary is obtain registration pi’ il_i_e_ transfer o_f gins security, t_>u_t i_f ms 
transfer is pg Q value, is transferor need iigi comply unless ifi purchaser p_ays 
i_h_e necessaiy expenses. if flip transferor fa_i1s within ii reasonable ii_r_I_1_s is comply 
1i_t_li _t_lg demand, ’th_e purchaser may reiect pi rescind @ transfer. 

Part 4 
REGISTRATION 

Sec. 34. [336.8-401] DUTY OF ISSUER TO REGISTER TRANSFER. 
is) if g certificated security iii registered form is presented t_q Q issuer wiili 

g reguest is register transfer g gp instruction is presented ftp a_ri issuer _\y_i_‘ip 3 
request _t_c_) register transfer pi" gp uncertificated security, ilig issuer s_hp_l_l_ register 
tl1_e transfer gs reguested 

Li) under ilis terms 9_f gs security, _t_h_e_ person seeking registration _o_f trans- 
§e_r is eligible ip have Q security registered ip gs name; 

Q) iig endorsement o_r instruction is made py gig appropriate person pi py 
gp agent who pgs actual authority is 2_1_c_i 9p behalf o_f t_lie_: appropriate person; 

Q) reasonable assurance is given that jg endorsement Q‘ instruction is gen- 
uine @ authorized (section 336.8-402); 
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(5) a_r)y applicable Q relating t_o thg collection 91‘ taxes E been complied 
with; 

Q) 33 transfer does n_o‘c violate a_ny restriction o_n transfer imposed Q tl1_e 
issuer _ip accordance with section 336.8-204; 

(Q) Q demand mg‘; gig issuer n_o_t register transfer l1_a§ p_9_t become effective 
under section 336.8-4033, g fie issuer hag complied with section 336.8-403(b) 
bit Q legal‘ process g indemnity bond ig. obtained § provided ip section 336.8- 
403(d); pg 

(1) th_e transfer _i_§ i_n fig rightful o_r i_s t_o Q protected purchaser. 

Q) If pp issuer i_s under p fly t_9_ register Q transfer o_f g security, the issuer 
i_s liable tp z_1 person presenting g certificated security 9_r Q instruction Q ggii 
tration pg t_o LIE person’s principal £Q_r_ lp_s_s resulting from unreasonable delay i_n 
registration g failure g refusal t_o register th_e transfer. 

Sec. 35. [3:36.8-402] ASSURANCE THAT ENDORSEMENT OR 
INSTRUCTION IS EFFECTIVE. 

Q) Q issuer may require @ following assurance that each necessary 
endorsement o_f each instruction i_s genuine and authorized: 

Q) Q pl_l cases, p guaranty pf th_e signature pf th_e person making Q endorse- 
ment g originating pp instruction including, Q th_e_ case o_f Q instruction, rea- 
sonable assurance pf identity; ‘ 

(_2_) i_f th_e endorsement i_s made 9; ‘ch_e instruction i_s originated py Q agent, 
appropriate assurance pf actual authority t_o sign; 

Q) i_f th_e i_s ma_<_1p g mg instruction i_s originated py g fiduciary 
pursuant t_o section 336.8--107(a)(4) g (a)(5), appropriate evidence o_f appoint- 
ment g incumbency; 

(3) i_f there i_s more than ggg fiduciapy, reasonable assurance that ggl whoQ 
reguired _t_<_) sign have done _sp;@ 

Q) g‘ ’ch_e endorsement _i§ made pr the instruction i_s originated py g person 
n_cg covered l_)y another provision o_f this subsection, assurance appropriate t_o 

gig case corresponding gs nearly a_s may b_e_ 39 gig provisions o_f this subsection. 

Q3) Q issuer may elect :9 require reasonable assurance beyond that speci- 
fied i_n this section. 

(p) [p @ section: 
Q) “Guaranty o_f Q1_e signature” means 5 guaranty signed py g pp behalf 9_f_' 

_a person reasonably believed py th_e issuer 19 pp responsible. A1 issuer may 
adopt standards with respect t_o responsibility i_f they g n_ot manifestly unrea- 
sonable. 
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(2) “Appropriate evidence o_f appointment 9; incumbency” means: 

Q) i_r_1 fig case o_f g fiduciary appointed g qualified py a court, z_1 certificate 
issued l_)y (_)_1_' under thp direction g supervision pf th_e court g 2_1p olficer thereof 
gn_d dated within Q days before fry date pf presentation Q transfer‘ 9;~ 

(i_i) ip ppy other case, a copy pf a_ document showing th_e appointment g g 
certificate issued py 95 pp behalf pf _a person reasonably believed py Q issuer t_o 
b_e_ responsible % i_n flip absence pf _th_a_t document g certificate, other evidence 
pg issuer reasonably considered appropriate. 

Sec. 36. [$336.8-403] DEMAND THAT ISSUER NOT REGISTER 
TRANSFER. 

(_a) _A_ person whp j_s_ ap apbropriate person t_o make at; endorsement g origi- 
pap gr instruction _m_ay demand thp; tl1_e issuer pg; register transfer o_f g securi- 
Ly py communicating _tp tpg issuer a notification E identifies jug registered 
owner _2_1_r_1_d t_h§ i<s_st_1p _o_f_' which t_1_1_e security i_s pg mr_t a_pc_l provides _ar_1 address@ 
communications directed 39 mp person making pipe demand. fle demand i_s 

effective _o_n_ly i_f i_t i_s received py jg issuer at g _t_i_m_e an_d i_n a manner affording 
fie issuer reasonable opportunity tp apt pp i_t; 

(_b) E 3 certificated security ip registered form ig presented t_g _a_n_ issuerE 
3; reguest t_Q register transfer 9; pp instruction i_s_ presented t_o a_n issuer wig g 
request t_o register transfer pf a_n uncertificated security after _a demand th_at gh_e 
issuer pg register transfer gig become effective, mp issuer shall promptly com- 
municate tp Q) me person yv_1_1p initiated thp demand gt me address provided i_n 
t_h_e demand gig; (Q flip person yfl presented Q security Q registration pf 
transfer 9_r initiated thp instruction requesting registration o_f transfer 2_1 notifica- 
gipp stating tpap 

(_1_) mp ceitificated security @ been presented fq registration 9_f_‘ transfer g 
tl1_e instruction E registration pf transfer o_f fie uncertificated security @ been 
received; 

(_2_) p demand that tp_e_ issuer pg register transfer pa_d previoufl been 
received; and 

Q) gig issuer _vy_iil withhold registration _o_f transfer Q g period pf time 
stated i_p mp notification _i_r_i order tp provide Q person who initiated tfi demand 2_n_1 opportunity t_o obtain legal process 9; gr; indemnity bond. 

(Q) I_h_e period described i_n subsection (b)(3) may n_ot exceed 39 days after 
t_l_‘l_9_ date o_f communication pf jg notification. A shorter period may pp specified 
py ;_h_e issuer i_f Q i_s ppt manifestly unreasonable. 

(g1_) Q issuer ig gfl liable _t_p g person L110 initiated a_ demand th_at t_l_1p issuer M register transfer {g E lgs 115 person suffers Q Q result pf registration o_f a 
transfer pursuant t_o_ ap effective endorsement g instruction i_f tpp person _w_hp 
initiated t_h_e demand gigs pgt, within tpp tim_e stated i_n mp issuer’s communica- 
t_i% either: 
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(_1_) obtain Qp appropriate restraining order, injunctiop, g other process 
from Q court o_f competent jurisdiction enjoining t11_e issuer from registering flip 
transfer; g 

(Q) fig with Q15; issuer Qp indemnity bond, sufiicient pr t_I_1_e issuer’s judgment 
t_o protect tl1_e issuer and fly transfer agent, registrar, gr other agent o_f th_e issuer 
involved from fly 10$ Q 9; they may suffer py refusing Q register ;l_1_;e_ transfer. 

(Q) This section does _r£t relieve Qp issuer from liability @ registering trans- 
fir pursuant t_o a_n endorsement pg instruction that was n_c)t effective. 

Sec. 37. [336.8-404] WRONGFUL REGISTRATION. 
(Q) Except g otherwise provided 1;; section 336.8-406, a_n issuer _i§ liableQ 

wrongful registration o_f transfer E fig issuer @_ registered Q transfer _o_f Q securi- 
ty t_o Q person n_ot entitled t_o i_t, E tl1_e transfer yfi registered: 

(_1_) pursuant (9 Q ineffective endorsement g instruction; 
(_2_) after Q demand tl1_a1’_t (lip issuer pp’; register transfer became effective 

under section 336.8-403(a) gt fig issuer gl_i_d n_o’t comply with section 336.8- 
403( b ); 

Q) after t_l3_e issuer _hQ_d been served yvfi Q injunction, restraining order, o_r 
other l_egQ_l process enjoining _i1 from registering Q13 transfer, issued py Q court pf 
competent jurisdiction, g @ issuer E Q reasonable opportunity t_o Qpt _o_p 
th_e injunction, restraining order, 9; other §ga_l process; 9; 

Q) py Q issuer acting Q. collusion with tl1_e wrongdoer. 
(p) _A_n issuer th_at i_s liable fly wrongful registration 0_f transfer under subsec- @ (Q) pp demand glrafl provide ’th_e person entitled 19 1Q security @ Q Lce 

certificated g uncertificated security, @ Qr_1y payments 9; distributions (E gt; 
person E Qt receive Qs Q result pf t_l_1_§ wrongful registration. E Q overissue 
would result, E issuer’s liability t_o provide th_e person @ Q flcp security i§ 
governed py section 336.8-210. 

Q) Except Q otherwise provided i_n subsection (Q) gr ir_1 Q lat_w relating t_o flip 
collection pf taxes, Q1; issuer i_s n_o’t liable t_o Q owner g other person suffering 
l_Q§§ Q_s Q result _9_f tl1_e registration o_f Q transfer o_f Q security i_f registration Map 
made pursuant t_o Qp effective endorsement pg instruction. 

Sec. 38. [336.8-405] REPLACEMENT‘ OF LOST, DESTROYED, OR 
WRONGFULLY TAKEN SECURITY CERTIFICATE. 

(Q) If Q owner pf Q certificated security, whether ip registered 9; bearer 
form, claims that fire certificate pg been lost, destroyed, o_r wrongfully take; 
fig issuer shall issue Q new certificate if tpg owner: 

Q) S_0 reguests before t_he_ issuer _h_Q§ notice that ‘d1_e certificate l_1_a§ been 
acquired py Q protected purchaser; 
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Q) files with gig issuer g sufficient indemnity bond; app 
Q) satisfies other reasonable requirements imposed hy th_e issuer. 

(p) 1;; afipr _t_h<_: _i_s_s_up o_f Q r_1_ew security certificate, g protected purchaser o_f 
tl1_e original certificate presents h fg registration o_f transfer, the issuer $111 r_eg; 
istjer php transfer unless ah overissue would result. Ip Q case, E issuer’s liabil- 
i_t_y i_s governed hy section 336.8-210. Ip addition t_o _a_r_iy rights o_n Q indemnity 
bond, ah issuer m_a_y recover th_e _n_e_vy certificate from _a person tp whom it 33 
issued g apy person taking under t_h_a_t person, except g protected purchaser. 

Sec. 39. [336.8-406] OBLIGATION TO NOTIFY ISSUER OF LOST, 
DESTROYED, OR WRONGFULLY TAKEN SECURITY CERTIFICATE. 

I_f g security certificate ha_s been _l_c>_s‘t_, apparently destroyed, g wrongfully 
taken, app tfi owner @ tg notify the issuer o_f thit fpgt within g reasonable 
time after the owner has notice o_f i_t _ap_c1 me issuer registers g transfer o_f t_h_e_:E 
curity before receiving notification, tfi owner may pp; assert against t_l1e_ issuer 
g claim Q“ registering the transfer under section 336.8-404 9_r a claim t_q g may 
security certificate under section 336.8-405. 

Sec. 40. [336.8-407] AUTHENTICATING TRUSTEE, TRANSFER 
AGENT, AND REGISTRAR. 

A person acting as authenticating trustee, transfer agent, registrar, pr other 
agent f_o_; ah issuer i_n Q registration o_f p transfer <_)_t_" i_t_s securities, i_n th_e issue pf 
pex_v security certificates pg uncertificated securities, gg ip gig cancellation 91” §p_r_- 
rendered security certificates E thg same obligation t_o the holder pr owner o_f g 
certificated g uncertificated security _vLh regard t_o t_h§ particular functions pt; 
formed gp mg issuer has i_n regard tp those functions. 

Part 5 
SECURITY ENTITLEMENTS 

Sec. 41. [336.8-501] SECURITIES ACCOUNT; ACQUISITION OF SE- 
CURITY ENTITLEMENT FROM SECURITIES INTERMEDIARY. 

(pl “Securities account” means pp account 39 which 3 financial asset is 9; 
_rr_ipy Q credited _i_h accordance yfl a_n_ agreement under which ‘th_e person main- 
taining fie account undertakes _tp treat @ person f_o_§ whom E account i_s 
maintained 2_1_s entitled Q exercise gig rights ply; comprise t_h_e financial asset. 

(h) Except as otherwise provided ip subsections L1) and (e_)_, p person 
acquires g security entitlement i_f a securities intermediary: 

Q) indicates hy book entry that 3 financial asset _hz§ been credited j;_9_ Qt; 
person’s securities account; 

(_2_) receives _a financial asset from tlg person 9; acquires a financial asset f<_)_r_ 
gig person and, i_n either case, accepts i_t :91; credit tp thg person’s securities 
account; pr 
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Q) becomes obligated under other law, regulation, o_r rule tg credit e finan- 
gzfl asset Q me person’s securities account. 

(9) I_f e condition o_f subsection (b) bee been met, e person E g security 
entitlement even though tl1_e securities intermediary does pet itself hold tbe 
financial asset. - 

(pl) I_f e securities intermediary holds e financial asset E another person, £1 t_l1e_ financial asset _ie registered tp ’th_e name pf, payable t9_ th_e order o_f, by 
specially endorsed tb tbe other person, @ me _11_m bgap endorsed t_o Qe securi- 
gee intermediary pt i_n blang, Q other person i_s treated Q holding the financial 
_a_sLt directly rather gap ee having e security entitlement @ respect t_o tbe 
financial egg; 

(e) Issuance o_f _a security _i_s_ _1to_t establishment Qt" gt security entitlement. 

Sec. 42. [336.8-502] ASSERTION OF ADVERSE CLAIM AGAINST 
ENTITLEMENT HOLDER. 

fit action based pp Q adverse claim t_o e financial asset, whether framed i_r_1 

conversion, replevin, constructive trust, equitable tiebz Q‘ other theory, fiy pg 
be asserted against e person @ acquires e security entitlement under section 
336.8-501 fig: value E without notice bf _t_l§ adverse claim. 

‘Sec. 43. [336.8-503] PROPERTY INTEREST OF ENTITLEMENT 
HOLDER IN FINANCIAL ASSET HELD BY SECURITIES INTERMEDI- 
ARY. 

(ti) ”_l‘_Q E extent necessary f9_r e securities intermediary t_o satisfy gg securi- 
ty entitlements @ respect t_o Q particular financial asset, gfl interests QE 
financial get betg by tfi securities intermediaty 3 hi by the securities pg 
rnediaty Lg; the entitlement holders, afi n_ot property o_fg1e securities intermedi- 
gy, E Q n_ot subject tb claims bf creditors o_f ’th_e securities intermediaty, 
except ge otherwise provided i_n section 336.8-511. 

(b) _A_1t entitlement holder’s property interest @ respect te e particular 
financial asset under subsection (b) te e p_rb @ property interest i_n a_ll interests 
i_n tbet financial a_sset bfl by Qie securities intermediary, without regard t_o tl1_e 
ti_me fl1_(_3_ entitlement holder acquired the security entitlement by ‘:h_e inge tlg g; 
curities intermediary acquired @ interest i_n get financial e§g:_t_. 

Q) Q entitlement holder’.s, property interest @ respect t_g e particular 
financial asset under subsection (b) tppy lg enforced against th_e securities 1% 
mediaty gn_ly by exercise pt‘ tl1_e entitlement holder’s rights under sections 336.8- 
_5_O_5_ through 336.8-508. 

(<_i) Q entitlement holder’s property interest with respect t_o g particular 
financial asset under subsection (b) may be enforced against gt purchaser o_fQ1_e 
financial asset by interest therein only 
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Q) jheolvency proceedinge have been initiated by 9_r against hie securities 
intermediagyg 

Q) t_h_e securities intermediaty does pg have suflicient interests i_n the finan- 
ei_a_l asset tg satisfy the security entitlements o_f t1_ll_ o_f tt_s_ entitlement holders te 
that financial asset; 

Q) the securities intermediagy violated he obligations under section 336.8- 
_5_(h1_ hy transferring the financial asset 9_r interest therein t9_ the purchaser; 1n_d 

(5) the purchaser te tgt protected under subsection (eh 
_"I_'h_e trustee 9_r other liquidator, acting eh behalf o_f eh entitlement holders hag 
_ipg security entitlements with respect t_o e particular financial asset, Qty recover 
the financial asset, g interest therein, from the mirchaser. _I_f he trustee 9; other 
liguidator el_eete mt t_9_ pursue ma_t right, gt entitlement holder whose security 
entitlement remains unsatisfied hee me right t_e recover tt_s_ interest i_r_1 the finan- 
etg_l a_sss_ep t'§_o__n_i_ _t_h_e purchaser.

' 

te) _A_h action based Q the entitlement holder’s property interest _v_v_i_th 

respect t_o e particular financial fit under subsection (eh whether framed Q 
conversion, replevin, constructive trust, equitable heh, Q; theog, tn__2_1y hgt 
he asserted against epy purchaser _o_i_‘ e financial asset _(_)__r_ interest therein yyhp 
givfi value, obtains control) htg deer; _n_ot ec_t i_r_1 collusion _vyt_th the securities 
intermediary i_r_1 violating ttg securities intermediary’s obligations under section 
336.8—504. 

Sec. 44. [336.8-504] DUTY OF SECURITIES INTERMEDIARY TO 
MAINTAIN FINANCIAL ASSET. 

(at) A securities intermediagy shall promptly obtain @ thereafter maintain 
gt financial asset i_n e quantity corresponding Q the aggregate pt" a_li security egg 
tlements h hate established i_1_1_ favor e_t_",i_t§ entitlement holders _vyi_th respect tg met 
financial asset. T_he securities intermediary they maintain those financial assets 
directly 9; through pg 9; more other securities intermediaries. 

(h) Except tie the extent otherwise agreed t_o Q _i_t_s entitlement holder, e eg 
curities intermedia1_'y may n_ot grant ghy security interests i_p e financial asset _it ie 
obligated te maintain pursuant t_q subsection (e)_. 

(e) A securities intermediagy satisfies the duty i_n subsection te) 
(_l) the securities intermediagg acts with respect t_o_ Qe duty a_s agreed upon 

hy tfi entitlement holder and the securities intermedia1_'y; 91' 
Q) i_n t_l1_e absence o_f agreement, the securities intermediagy exercises due 

care th accordance with reasonable commercial standards t_g obtain and main- 
tain th_e financial asset. 

get) This section does tgt apply tg Q clearing corporation that _i_e itself jg 
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obligor 91‘ Q option g similar obligation t_o which rt_s_ entitlement holders have 
security entitlements. 

Sec. 45. .[336.8-505] DUTY OF SECURITIES INTERMEDIARY WITH 
RESPECT TO PAYMENTS AND DISTRIBUTIONS. 

(3) A securities intermediary shall take action t_o obtain a payment br distri- 
bution made by rig issuer bf a_ financial asset. A securities intermediary satisfies 
_t_l§ duty 

(_l_) rig securities intermediary a_c_t_s with respect rg @ duty as agreed upon 
by th_e entitlement holder gfl E securities intermediary; g 

Q) i_n Q absence o_f agreement, ‘th_e securities intermediary exercisesE 
care i_n accordance with reasonable commercial standards rg attempt t_o obtain 
th_e bayment br distribution. 

(b) A securities intermediary i_s obligated t_o i_t§ entitlement holder by a bay- 
ment g distribution made by t_h_e issuer o_f Q financial asset rf be payment g 
distribution i_s received by rig securities intermediary. 

Sec. 46. [336.8-506] DUTY OF SECURITIES INTERMEDIARY TO 
EXERCISE RIGHTS AS DIRECTED BY ENTITLEMENT HOLDER. 

A securities intermediary shall exercise rights with respect t_o g financial 
asset i_f directed t_o d_o g by ab entitlement holder. A securities intermediary gab 
isfies‘ Q duty 

Q) th_e securities intermediag acts with resbect ‘Q th_e duty gr agreed upon 
by _t_l_i_e entitlement holder a_rg rbg securities intermediary; Q‘ 

Q) rb th_e absence 9_f agreement, t_h_e securities intermediary either places tli_e 
entitlement holder Q at position t_o exercise ’th_e rights directly g exercises gig 
barb jb accordance yvjm reasonable commercial standards t_o follow rh_e direction 
o_f gig entitlement holder. 

Sec. 47. [336.8-507] DUTY OF SECURITIES INTERMEDIARY TO 
COMPLY WITH ENTITLEMENT ORDER. 

(3) A securities intermediary comply will; a_n entitlement order b‘ fie 
entitlement order i_s originated by Q appropriate person, gt; securities interme- 
diary by; E reasonable opportunity Q assure itself rbar jtbg entitlement order 
i_s genuine E authorized §.n_d @ securities intermediary gs ba_c_l_ reasonable 
opbortunity tb combly _vyi_rb tl1_e entitlement order. A securities intermediary gt- is this 9&1 

Q) th_e securities intermediary acts with resbect t_o Q duty as agreed upon 
by t_l're entitlement holder a_rrc_l~ rbb securities intermediary; gr 

(_2_) i_r_r mg absence o_f agreement, th_e securities intermediary exercises due 
care i_n accordance with reasonable commercial standards rg comply with rl_i_e 

entitlement order. 

New language is indicated by underline, deletions by st~r-i-leeeut.

Copyright © 1995 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



845 LAWS of MINNESOTA for 1995 Ch. 194, Art. 1 

(h) If g securities intermediary transfers s financial asset pursuant _tg tfl inef- 
fective entitlement order, th_e securities intermediary shall reestablish s security 
entitlement i_h favor gf tfi person entitled t_o i_t, a_rg gay 9; credit shy payments 
_()_I' distributions t_l1a1 ;h_e_ person E _r£t receive Q a_ result o_fQ1§ wrongful trans- 
fe_r_. lfth_e securities intermediary 5% n_o‘t reestablish s security entitlement, his 
securities intermediary is liable t_o ‘th_e entitlement holder fgg damages. 

Sec. 48. [336.8-508] DUTY OF SECURITIES INTERMEDIARY TO 
CHANGE ENTITLEMENT HOLDER’S POSITION TO OTHER FORM OF 
SECURITY HOLDING. 

A securities intermediagy s_l1ah _a_c_t Q Q direction o_fsr_1_ entitlement holder 
_tg change _a security entitlement h1_t_Q another available form o_f holding fg 
which 13 entitlement holder is eligible, c_>_r_ t_o gzfle Lhs financial t_o E 
transferred t_g g securities account gt"tl1_e entitlement holder @ another securi- 
hes intermediary. _A_ securities intermediary satisfies th_e_ ggy if 

(_1_) thg securities intermediary a_c_t_s gs agreed upon hy the entitlement holder @ fl_1§ securities intermediagyg g 
Q) _ih t_lh:_ absence o_f agreement, ghg securities intermediary exercises @ 

care _i_h accordance with reasonable commercial standards t_o_ follow this direction 
gf tl1_e entitlement holder. 

Sec. 49. [336.8-509] SPECIFICATION OF DUTIES OF SECURITIES 
INTERMEDIARY BY OTHER STATUTE OR REGULATION; MANNER OF 
PERFORMANCE OF DUTIES OF SECURITIES INTERMEDIARY AND 
EXERCISE OF RIGHTS OF ENTITLEMENT HOLDER. 

(Q) I_f the substance 9_f _a duty imposed upon _a securities intermediary _b_y gs; 
tions 336.8-504 through 336.8-508 i_s Ihg subject gf other statute, regulation, 9; 
rule, compliance with that statute regulation, g _rhlc_: satisfies gs duty. 

(lg) lg 1l_1_e_ extent was specific standards Q 1113 performance o_ft;l1_e duties o_f 
s securities intermediary 9_r ‘th_e exercise o_f tl1_e rights <_)_f ah entitlement holder 
a_re_ h_c_>_t_ specified hy other statute, regulation, Q; 51% o_r hy agreement between 
fig securities intermediary gig entitlement holder, t:h_e securities intermediary 
_sh_all perform its duties _a_ng _t_hs entitlement holder shall exercise 5 rights i_n a 
commercially reasonable manner. 

(g) This obligation <_)_t_‘ a securities intermediary t_o perform ghg duties 
imposed hy sections 336.8-504 through 336.8-508 i_s subject tg 

Q) rights g mg securities intermediary arising gs; o_f 2_1 security interest 
under _a security agreement with she entitlement holder gr otherwise; and 

Q) rights o_f as securities intermediary under other law, regulation, rule, 9_r 
agreement 19 withhold performance o_f its duties as s result o_f unfulfilled obliga- 
tions _ch'tl1_e entitlement holder t9_ fllg securities intermediary. 
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Sec. 50. [336.8-510] RIGHTS OF PURCHASER OF SECURITY ENTI- 
TLEMENT FROM ENTITLEMENT HOLDER. 

§a_) Q action based Q Q adverse claim _tp _a financial asset gg security enti- 
tlement, whether framed jp conversion, replevin, constructive trust, equitable 
lien, pr other theory, may Qt p_e asserted against a person who purchases a secu- 
Qty entitlement, g a_n interest therein, from _a_n entitlement holder i_f E pur- 
chaser gives value, does rip; have notice _qftl1_e adverse claim, and obtains con- 
trol. 

(Q) E a_n adverse claim could n_ot have been asserted against a_n entitlement 
holder under section 336.8-502, th_e adverse claim cannot pp asserted against a 
person E purchases _2_i_ security entitlement, pr ap interest therein, ffl th_e 
entitlement holder. 

(Q) I_n a $3 rig; covered py tl1_e priority rules i_r_r article 2, a purchaser fig 
value o_f g security entitlement, 9_r_ an interest thereip, w_l1o obtains control @ 
priority E a purchaser pf a security entitlement, pr ap interest therein, fig 
gag pg; obtain control. Purchasers __W_h_O_ have control E equally, except rl_1_a_t a 
securities intermediary a_s_ purchaser pg priority gypr a conflicting purchaser 
L110 E control, unless otherwise agreed l_)y E securities intermediary. 

Sec. 51. [3.36.8-511] PRIORITY AMONG SECURITY INTERESTS AND 
ENTITLEMENT HOLDERS. 

(a) Except Q otherwise provided _i_p subsections rip grip (9), i_f a securities 
intermediary gfl gr have suflicient interests i_n _a particular financial asset t_o 
satisfy rpm 3 obligations t_o entitlement holders pm have security entitlements 
gr Qa_t financial §s_e_t ar1_c_l it_s obligation _’t_0_ gr creditor o_t”tl1_e securities intermedi- 
yy w_l1o_ has a_ security interest i_n thit financial asset, rrre claims pf entitlement 
holders, other tll th_e creditor, gtye priority E ’th_e claim 9_f rlg creditor. 

(p) A claim o_f _a creditor <_)_f gr securities intermediary L110 E a security 
interest i_n Q financial git h_@ by a securities intermediary _l1a_s priority Qyir 
claims _o_f tfi securities intermediary’s entitlement holders wl_1_g have security 
entitlements v_vi_tr1_ respect rg t_lg‘r financial asset if E creditor ha_s control _c_>_\§:_r_ 

fig financial asset. 
(p) _I_f _a clearing corporation d_ogs pg; hag sufficient financial assets t_o gt- 

r'_s_fy lit}; irs obligations t_o entitlement holders L110 have security entitlements 
yv__i_t_lr respect t_o _a financial as_set a_n<_:l_ _i1_s_ obligation t_o g creditor o_f th_e clearing 
corporation flrg @ g security interest i_n mgr financial asset, th_e claim o_f rlre 
creditor pas priority & t_h_§ claims 91" entitlement holders. 

Part 6 
TRANSITION PROVISIONS 

for Revised Article 8 and 
CONFORMING AMENDMENTS 

to Articles 1, 5, 9, and 10 

Sec. 52. [336.8-601] EFFECTIVE DATE. 
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This gt takes effect J anuag L, 1996. 
See. 53. [336.8-602] REPEALS. 
Minnesota Statutes 1994, sections 336.8-101; 336.8-102; 336.8-103; 336.8- 

_1_Q$ 336.8-105; 336.8-106; 336.8-107; 336.8-108; 336.8-201; 336.8—202; 336.8- 
_2Q3_; 336.8-204; 336.8-205; 336.8-206; 336.8-207; 336.8-208; 336.8-301; 336.8- 
3_Og 336.8—303; 336.8—304; 336.8~305: 336.8-306; 336.8-307; 336.8-308; 336.8- %; 336.8-310; 336.8-311; 336.8-312; 336.8-313; 336.8-314', 336.8-315; 336.8- 
_3_1_§; 336.8-317; 336.8-318; 336.8-319; 336.8-320; 336.8—32l; 336.8-401; 336.8- 
39; 336.8-403; 336.8-404; 336.8-405; 336.8~406; 336.8-407; fig 336.8-408, Qr_e 
repealed. 

Sec. 54. [336.8-603] SAVINGS CLAUSE. 
(Q) This Qg does n_o_t affect Qn action 9; proceeding commenced before gig 

_a_ct takes effect. 

Lg) _I_f Q security interest i_r_1 Q security is perfected a_t tl1_e da_t§ @ a_c_t jtQl<g§ 
effect, gig t_lE action by which t_h§_ security interest _w_Qs_ perfected would suffice 
to perfect Q security interest under t_l1_i_s_ _aQt_, _n_g further action i_s reguired t_o c_o_n_- 
tinue perfection. Q" Q security interest i_Q Q security i_s perfected _a_t_ the _(_i_2_l_t_<_i_ Q13 
Qc_t tQlge_§ _e_ifQc_t pg fie action ‘Ly which the security interest ygs perfected would 
_n_qt suffice t_o perfect Q security interest under Q1_i_§ a_ct; th_e security interest 
remains perfected fo_r Q period o_f f_o_1g months flag _t_l_i§ effective gag fl c_o_n_- 
tinues perfected thereafter i_f appropriate action to perfect under iis Qc_t is taken 
within thQt period. _I_f _3_._ security interest i_s_ perfected a_t tlr1_e (_i_a_t§ @ a_ct t_Ql<_g§ 
effect Qn_d 33 security interest gig Q perfected by fig under Qi_s git, Q financ- 
i_n_g statement signed by _tli_e_ secured party instead 9_f th_e debtor Q}/_ be fig 
within Qa_t period to continue perfection gr thereafter t_o perfect. 

ARTICLE 2 

Conforming Amendments to Article 9 

Section 1. Minnesota Statutes 1994, section 336.9-103, is amended to read: 
336.9-103 PERFECTION OF SECURITY INTERESTS IN MULTIPLE 

STATE TRANSACTIONS. 
(1) Documents, instruments and ordinary goods. 

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

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

(c) If the parties to a transaction creating a purchase money security interest 
in goods in one jurisdiction understand at the time that the security interest 
attaches that the goods will be kept in another jurisdiction, then the law of the 
other jurisdiction governs the perfection and the effect of perfection or nonper- 
fection of the security interest from the time it attaches until 30 days after the 
debtor receives possession of the goods and thereafter if the goods are taken to 
the other jurisdiction before the end of the 30 day period. 

(d) When collateral is brought into and kept in this state while subject to a 
security interest perfected under the law of the jurisdiction from which the col- 
lateral was removed, the security interest remains perfected, but if action is 

required by part 3 of this article to perfect the security interest, 

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

(ii) if the action is taken before the expiration of the period specified in sub- 
paragraph (i), the security interest continues perfected thereafter; 

(iii) for the purpose of priority over a buyer of consumer goods (subsection 
(2) of section 336.9-307), the period of the effectiveness of a filing in the juris- 
diction from which the collateral is removed is governed by the rules with 
respect to perfection in subparagraphs (i) and (ii). 

(2) Certificate of title. 

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

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

(c) Except with respect to the rights of a buyer described in the next para- 
graph, a security interest, perfected in another jurisdiction otherwise than by 
notation on a certificate of title, in goods brought into this state and thereafter 
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covered by a certificate of title issued by thisstate is subject to the rules stated 
in paragraph (d) of subsection (1). 

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

(3) Accounts, general intangibles and mobile goods. 

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

(b) The law (including the conflict of laws rules) of the jurisdiction in which 
the debtor is located governs the perfection and the effect of perfection or non- 
perfection of the security interest. 

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

((1) A debtor shall be deemed located at the debtor’s place of business if the 
debtor has one, at the chief executive ofiice if there is more than one place of 
business, otherwise at the debtor’s residence. If, however, the debtor is a foreign 
air carrier under the Federal Aviation Act of 1958, as amended, it shall be 
deemed located at the designated office of the agent upon whom service of pro- 
cess may be made on behalf of the foreign air carrier. 

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

(4) Chattel paper. 

The rules stated for goods in subsection (1) apply to a possessory security 
interest in chattel paper. The rules stated for accounts in subsection (3) apply to 
a nonpossessory security interest in chattel paper, but the security interest may 
not be perfected by notification to the account debtor. 

(5) Minerals. 

Perfection and the effect of perfection or nonperfection of a security interest 
which is created by a debtor who has an interest in minerals or the like (includ- 
ing oil and gas) before extraction and which attaches thereto as extracted, or 
which attaches to an account resulting from the sale thereof at the wellhead or 
minehead are governed by the law (including the conflict of laws rules) of the 
jurisdiction wherein the wellhead or minehead is located. 

(6) U-neei=t~ifieateé seeurities Investment property. 

¥helawéineludifigtheeenflietefl&wsrules)efthejurBdiefiene£erg&ni2w 
fieneftheissuergevernstheperfeefienanétheefieetefperfeefienernenpefi 
feefienefaseeurityinterestinuneertifieateéseeurit-ies: 

(g) This subsection applies t_o investment property. 

gp) Except as otherwise provided i_n paragraph (9, during t_lE t_ip1p 3% Qg 
curity certificate i_s located ip a iurisdiction, perfection pf a security interest, th_e 
effect o_f perfection Q nonperfection, afii flip priority pf a security interest i_n _t_l§ 
certificated security represented thereby a_re governed py @ 1_(_)_<_:gl Q o_f that 
jurisdiction. 

(pl Except Q otherwise provided i_n paragraph (Q perfection 9_t_‘ a security 
interest, th_e effect o_f perfection pg nonperfection, _an_d th_e priority o_f g security 
interest i_n a_n uncertificated security _ar_e governed py flip local Q o_f th_e issuer’s 
iurisdiction §§ specified ip section 336.8-1lO(d). 

(pl) Except as otherwise provided i_n paragraph (Q, perfection pf 33 security 
interest, thp effect pf perfection Q‘ nonperfection, apd @ priority pf a_ security 
interest i_n a security entitlement o_r securities account a_ge_: governed py t_l_1p local 
Lu o_f flip securities intermediary’s jurisdiction § specified i_n section 336.8- 
110ge). 

(3) Except E otherwise provided i_n paragraph (11, perfection g" a security 
intefi, th_e_ effect o_f perfection pg nonperfection, g @ priority pf a security 
interest i_n a commodity contract g commodity account ape governed by tl_1_e_ 

Q3311 Law 
gg‘ 

th_e commodity intermediary’s iurisdiction. Ipp following rules

~ 

New language is indicated by underline, deletions by st-r-i-keeart.

Copyright © 1995 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



851 LAWS of MINNESOTA for 1995 Ch. 194, Art. 2 

determine e “commodity intermediary’s iurisdiction” f_o§ purposes et" fl1_i_s gag; 
graph: 

ti) It‘ gm agreement between the commodity intermediary gt commodity 
customer seecifies that i_t i_s governed bl tli_e 12_1_vg 9_f a particular jurisdiction, that 
iurisdiction t_s_ t_l_1e commodity intermediary’s iurisdiction. 

Lit) If eg agreement between Q1_e commodity intermediary z_1t1_d commodity 
customer E n_o‘t specify the governing leg! a_s movided i_n subparagraph Q),E 
expressly specifies teat the commodity account t§ maintained a_t Q oflice i_r_i e 
particular jurisdiction, Q iurisdiction i_s the commodity intermediary’s juris- 
diction. 

tf a_r_i agreement between the commodity intermediary egg commodity 
customer ggee get specify e iurisdiction a_s provided i_n subparagraph Q) er (Q), 
the commodity intermediary’s iurisdiction i_s the jurisdiction i_n which _i§ located 
the office identified i_r_1_ tie account statement Q the ofiice sewing ttg commodity 
customer’s account. 

gig) If a_n_ agreement between t_l1_e commodityintermediary Ed commodity 
customer d_oe_s pet specify e iurisdiction ge provided i_n subparagraph (1) er_ Qt) 
en_d_ _etr_1 account statement d_oe§ ttgt identify tie oflice serving Q commodity _c_ug 
tomer’s account 2_1_s_ provided i_g subparagraph t_h_e commodity intermediat'_y’s 
jurisdiction _i§ th_e iurisdiction ie which _ie located me chief executive oflice o_ftl_1e 
commodity intermediagy. 

(Q Perfection et‘ _at security interest ey filing, automatic perfection 53‘ e secu- 
ti_ty interest i_t; investment property granted ey gt broker 9_r securities intermedi- 
Q1, a_1tc_l automatic perfection o_f a_ security interest gt _a commodity contract gt 
commodity account granted by a_1 commodity intermediary _a_r_e governed ey t_h_e 
l_c_>_gt l_a_w_ 9_t"tl1_e iurisdiction i_Il which the debtor te located. 

Sec. 2. Minnesota Statutes 1994, section 336.9-105, is amended to read: 
336.9-105 DEFINITIONS AND INDEX OF DEFINITIONS. 
(1) In this article unless the context otherwise requires: 

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

(b) “Chattel paper” means a writing or writings which evidence both a mon- 
etary obligation and a security interest in or a lease of specific goods, but a char- 
ter or other contract involving the use or hire of a vessel is not chattel paper. 
When a transaction is evidenced both by such a security agreement or a lease 
and by an instrument or a series of instruments, the group of writings taken 
together constitutes chattel paper; 

(c) “Collateral” means the property subject to a security interest, and 
includes accounts and chattel paper which have been sold; 
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(d) “Debtor” means the person who owes payment or other performance of 
the obligation secured, whether or not the person owns or has rights in the col- 
lateral, and includes the seller of accounts or chattel paper. Where the debtor 
and the owner of the collateral are not the same person, the term “debtor” 
means the owner of the collateral in any provision of the article dealing with the 
collateral, the obligor in any provision dealing with the obligation, and may 
include both where the context so requires; 

(e) “Deposit account” means a demand, time, savings, passbook or like 
account maintained with a bank, savings and loan association, credit union or 
like organization, other than an account evidenced by a certificate of deposit; 

(f) “Document” means document of title as defined in the general defini- 
tions of article 1 (section 336.1-201) and a receipt of the kind described in sub- 
section (2) of section 336.7-201; 

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

(h) “Goods” includes all things which are movable at the time the security 
interest attaches or which are fixtures (section 336.9-313), but does not include 
money, documents, instruments, investment property, accounts, chattel paper, 
general intangibles, or minerals or the like (including oil and gas) before extrac- 
tion. “Goods” also include standing timber which is to be cut and removed 
under a conveyance or contract for sale, the unborn young of animals and grow- 
ing crops; 

(i) “Instrument” means a negotiable instrument (defined in section 336.3- 
IO4); er a eertifieated seeu-ri-t-y (defined in seet-ion 336:8-4-O2-) or any other writing 
which evidences a right to the payment of money and is not itself a security 
agreement or lease and is of a type which is in ordinary course of business trans- 
ferred by delivery with any necessary endorsement or assignment, _'l'l1_e HEE E include investment property; 

(j) “Mortgage” means a consensual interest created by a real estate mort- 
gage, a trust deed on real estate, or the like; 

(k) An advance is made “pursuant to commitment” if the secured party has 
made a binding promise to make it, whether or not a subsequent event of 
default or other event not within the secured party’s control has relieved or may 
relieve the secured party from the obligation; 

(1) “Security agreement” means an agreement which creates or provides for 
a security interest; 

(m) “Secured party” means a lender, seller or other person in whose favor 
there is a security interest, including a person to whom accounts or chattel paper 
have been sold. When the holders of obligations issued under an indenture of 
trust, equipment trust agreement or the like are represented by a trustee or other 
person, the representative is the secured party; and 
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railway or trolley bus business, the electric or electronics communications trans- 
mission business, the transmission of goods by pipeline, or the transmission or 
the production and transmission of electricity, steam, gas or water, or the provi- 
sion of sewer service. Any person filing a financing statement under this article 
and under authority of the provisions of Minnesota Statutes 1974, Sections 
300.111 to 300.115 shall be deemed a “transmitting utility” hereunder. 

(n) “Transmitting utility” means any person engaged in the railroad, street 

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

“Account,” section 336.9-106. 

“Attach,” section 336.9—203. 

“Commodity contract,” section 336.9-115. 

“Commodiy customer,” section 336.9-115. 
“Commodity intermediary,” section 336.9-115. 

“Construction mortgage,” section 336.9-313(1). 

“Consumer goods,” section 336.9-109(1). 

“Control,” section 336.9-115. 

“Equipment,” section 336.9-109(2). 

“Farm products,” section 336.9-109(3). 

“Fixture,” section 336.9-313. 

“Fixture filing,” section 336.9-313. 

“General intangibles,” section 336.9—l06. 

“Inventory,” section 336.9-109(4). 

“Investment property,” section 336.9-115. 

“Lien creditor,” section 336.9-301(3). 

“Motor vehicle,” section 336.9-401(7). 

“Proceeds,” section 336.9-306(1). 

“Purchase money security interest,” section 336.9-107. 
“United States,” section 336.9-103. 

(3) The following definitions in other articles apply to this article: 
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“Broker,” section 336.8-102. 

“Certificated security,” section 336.8-102. 

“Check,” section 336.3-104. 

“Clearing corporation,” section 336.8-102. 

“Contract for sale,” section 336.2-106. 

“Control,” 336.8-106. 

“Delivery,” 336.8-301. 

“Entitlement holder,” section 336.8-102. 

“Financial asset,” section 336.8-102. 

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

“Note,” section 336.3-104. 

“Sale,” section 336.2-106. 

“Securities intermediary,” section 336.8-102. 

“Security,” g:_ti_o_n_ 336.8-102. 

“Security certificate,” section 336.8-102. 

“Security entitlement,” section 336.8-102. 

“Uncertificated security,” section 336.8-102. 

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

Sec. 3. Minnesota Statutes 1994, section 336.9-106, is amended to read: 

336.9-106 DEFINITIONS: “ACCOUNT”; “GENERAL INTANGIBLES”. 
“Account” means any right to payment for goods sold or leased or for ser- 

vices rendered which is not evidenced by an instrument or chattel paper whether 
or not it has been earned by performance. “General intangibles” means any per- 
sonal property (including things in action) other than goods, accounts, chattel 
paper, documents, instruments, investment property, and money. All rights 
earned or unearned under a charter or other contract involving the use or hire of 
a Vessel and all rights incident to the charter or contract are accounts. 

Sec. 4. [336.9-115] INVESTMENT PROPERTY. 
In this article: 
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(Q) “Commodity account” means Qn account maintained py Q commodity 
intermediary i_n which Q commodity contract _iQ carried Q Q commodity cus- 
tomer. 

(pl “Commodity contract” means Q commodity futures contract, a_n option 
pp Q commodity futures contract, Q commodity option, Q other contract thag _ip_ 
each case, 

Q) traded pp g subject t_o fig rules pf Q board pf trade that QQQ been desig- 
nated _a_s Q contract market E such Q contract pursuant Q; Q federal commodi- 
ti_e_§ laws; Q_l_' 

(ii) traded 9_n Q foreign commodity board 9_f trade, exchange, g_r_ market,E 
_i_s_ carried pp pile books 91‘ Q commodity intermediary Q Q commodity customer. 

(Q) “Commodity customer” means Q person tfl whom Q commodity inter- 
mediary carries Q commodity contract _o_r_i i_t§ books. 

(Q) “Commodity intermediary” means: 

(i) Q person who i_s registered Q Q futures commission merchant under ;l_1_Q 
federal commodities laws; o_r 

(ii) Q person who i_n _t_l_1_e ordinary course o_f it_s business provides clearance g 
settlement services £93; Q board pf trade that lQQ§ been designated §§ Q contract 
market pursuant t_o mg federal commodities laws. 

(Q) “Control” yv_it_h respect t_o Q certificated security, uncertificated security, 
95 security entitlement _hQ§ :3 meaning specified i_n section 336.8-106. A 
secured party hQ§ control E Q commodity contract i_f, py agreement among ’th_e 
commodity customer, tpg commodity intermediary, E LIE secured party, th_e_ 
commodity intermediagy @_ agreed _t_h_2_l_t_ Q yv_ifl apply Q_n_y value distributed Qr_1 
account _o_f Q1; commodity contract Q directed py @ secured pzfly without _fy_r_- 
tli consent py ’th_e commodity customer. I_f Q commodity customer grants Q Qe_- 
curity interest i_n Q commodity contract t_o it_s 9\_vp commodity intermediary, t_h_§ 
commodity intermediary Qs secured party E control. A secured party h_Q§ Q13 
gal Q1/Q; Q securities account Q" commodity account if t_l1e_: secured party gag 
control 91:3 Q3 security entitlements Q1; commodity contracts carried i_n fie sg 
curities account g commodity account. 

(Q “Investment property” means: 

(_i) Q security, whether certificated pr uncertificated; 

(Q) Q security entitlement; 

giii) Q securities account; 

(i_v) Q commodity contract; 9; 

(y) Q commodity account. 
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Q) Attachment o_r perfection o_f g security interest i_n g securities account i_s 
al_so attachment g perfection o_f 2_1 security interest ip §_ll security entitlements 
carried i_r_1 gig securities account. Attachment g perfection pf 3 security interest 
ir_1 g commodity account i_s ali attachment 9; perfection _c_)_t_"g security interest i_n_ 
gl_l commodity contracts carried i_r_1 Qp commodity account. 

Q) A description o_f collateral i_n g security agreement g financing statement 
_i§ suflicient t_o create g perfect p security interest Q g certificated security, 
uncertificated security, security entitlement, securities account, commodity 9% 
tract, g commodity account whether it describes Q collateral py those terms, 
9_r _as_ investment property, g py description p_ftl_1_§ underlying security, financial 
asset, Q commodity contract. A description 9_f investment property collateral i_n 
g security agreement g financing statement i_s sufficient i_f i_t identifies @ collat- 
111 l_)y specific listing, py category, py quantity, py g computational g alloca- 
tional formula pi; procedure, Q py ggy _qt_hg method i_f E identity o_f ’th_e 

collateral i_s objectively determinable.
~ 

(A) Perfection pf _a security interest i_n investment property i_s governed l_)y 
t_l_1_c_: following rules: 

(g) A security interest i_n investment property may pg perfected by control. 
(p) Except Q otherwise provided i_n paragraphs (9) grid (91), g security inter- 

e_s1 i_n investment property may Q perfected l_)_y filing. 

(Q) _Ij t_h_§ debtor ig _a broker g securities intermediary, g security interest i_n 
investment property ig perfected when i_t attaches. Ilg filing pf Q financing state- 
ment with respect ftp g security interest i_n investment property granted py gE 
lg g securities intermediagy pap _n_o_ effect E purposes o_f perfection 9; priority 
\_a/_it_h respect _tp tg security interest. 

(Q) I_f Q debtor g a commodity intermediary, g security interest i_n g com- 
modity contract 9_r Q commodity account i_s perfected when i_t attaches. 1Q 
i_r_1_g pf g financing statement yv_ith_ respect t_o g security interest ip 2_1 commodity 
contract g g commodity account granted py a_ commodity intermediary h_as_ pp 
effect Q purposes pf perfection _o_r_ priority yv_i_tl1_ respect t_o fit; security interest. 

Q) Priority between conflicting security interests ir_1 £l_1_§ same investment 
property i_s_ governed py gt; following rules: 

(A) A security interest pf _a secured party who l_1_a_1§ control over investment 
property _l_xp§ priority over 2_1 security interest o_f g secured party who does po_t 
have control over jt_l_i_e investment property. 

(Q) Except Q otherwise provided i_n paragraphs (9 E (Q, conflicting secu- 
r_ity interests 9_f_' secured parties each pf whom fig control rank equally 

Q) Except a_s otherwise agreed py th_e securities intermediary, a_ security 
interest ip _a security entitlement g z_1 securities account granted t_o Q debtor’s 
pwp securities intermediary _h_a_s priority py_e_§ fly security interest granted py th_e 
debtor t_o another secured party. 
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(51) Except as otherwise agreed py t_l_1p commodity intermediary, gt security 
interest i_n a commodity contract g a commodity account granted tp th_e debt- 
93 pxyp commodity intermediary fl1§ prioritj Q/pg _a_rty security interest granted 
py th_e debtor t_o another secured party. 

(p) Conflicting security interests granted l_)y g broker, a securities intermedi- 
aty, g g commodity intermediary which gr; perfected without control rank 
egually. 

(Q I_n gfl other cases, priority between conflicting security interests i_n invest- 
ment property i_s governed _l_>y section 336.9-312(5), (gt, fig Qt Section 336.9- 
312t4t does _n_qt apply tp investment property. 

(_6_) _I_i_‘ a security certificate i_n registered form i_s delivered t_o gt secured party 
pursuant Q agreement, gt written security agreement i_s t1_c_)_t reguired‘ fpi; attach- 

t_n_e_n_t pg enforceability o_f tfi security interest, delivery suffices fpij perfection pf 
the security interest, flq th_e security interest tr_a§ priority o_vg a conflicting secu- 
pity interest perfected l_3y means other tl_1_ap control, even if a_ necessary endorse- fig jg lacking. 

Sec. 5. [336.9-116] SECURITY INTEREST ARISING IN PURCHASE 
OR DELIVERY OF FINANCIAL ASSET. 

gt) I_f a_ person buys p financial asset through a securities intermediary i_n a 
transaction i_r_i_ which ‘th_e buyer Q obligated to_ fly th_e purchase pri_ce t_o th_e peep- 
rities intermediary at the time Q" th_e purchase, pg ‘th_e securities intermediag 
credits the financial asset tg gig buyer’s securities account before the buyer tgfi 
‘th_e securities intermediary, gig securities intermediary E g security interest _i_rt 

the buyer’s security entitlement securing th_e buyer’s obligation tg gay; A securi- 
ty agreement i_s n_o‘t required try attachment g enforceability 9_f gig security 
interest, 31351 t_h_e_ security interest i_s automatically perfected. 

Q) _I_f a_ certificated security, g other financial asset represented py gt writing 
which i_n_ jg ordinary course _o_f business _i§ transferred lpy delivery wit_h gpy p§_c_- 
essary endorsement pg assignment is delivered pursuant tp Q agreement 
between persons i_n th_e business o_f dealing @ §1_1_(_:_lt securities gg financial assets 
g_rtd_ th_e agreement pall_s E delivery versus payment, tfi person delivering tfi 
certificate Q other financial asset his a security interest i_n t_ltp certificated securi- 
ty g other financial asset securing the seller’s right t_q receive payment. A securi- 
ty agreement i_s Qt required @ attachment g enforceability 9_f_‘ tlye_ security 
interest, a_n_g LIE security interest i_s automatically perfected. 

Sec. 6. Minnesota Statutes 1994, section 336.9-203, is amended to read: 

336.9-203 ATTACHMENT AND ENFORCEABILITY OF SECURITY 
INTEREST; PROCEEDS; FORMAL REQUISITES. 

(1) Subject to the provisions of section 336.4-210 on the security interest of 
a collecting bank, seet-ien 336:8-3-2+ sections 336,9-115 pg 336.9-116 on securi- 
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ty interests in seen-r-i~t-ies investment property and section 336.9-113 on a security 
interest arising under the article on sales, a security interest is not enforceable 
against the debtor or third parties with respect to the collateral and does not 
attach unless: 

(a) the collateral is in the possession of the secured party pursuant to agree- 
ment, ’th_e collateral i_s investment property an_d the secured party has control 
pursuant t_o_ agreement, or the debtor has signed a security agreement which con- 
tains a description of the collateral and, in addition, when the security interest 
covers crops growing or to be grown or timber to be cut, a description of the 
land concerned; 

(b) value has been given; and 

(c) the debtor has rights in the collateral. 

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

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

(4) A transaction, although subject to this article, is also subject to Minne- 
sota Statutes, Sections 48.153 to 48.157; Chapters 52, 53, and 56; and Sections 
168.66 to 168.77, 222.13 to 222.16, and 334.01 to 334.06, and in the case of 
conflict between the provisions of this article and any such statute, the provi- 
sions of such statute control. Failure to comply with any applicable statute has 
only the effect which is specified therein. 

Sec. 7. Minnesota Statutes 1994, section 336.9—301, is amended to read: 

336.9-301 PERSONS WHO TAKE PRIORITY OVER UNPERFECTED 
SECURITY INTERESTS; RIGHT OF “LIEN CREDITOR.” 

(1) Except as otherwise provided in subsection (2), an unperfected security 
interest is subordinate to the rights of 

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

(b) a person who becomes a lien creditor before the security interest is per- 
fected; 

(c) in the case of goods, instruments, documents, and chattel paper, a person 
who is not a secured party and who is a transferee in bulk or other buyer not in 
ordinary course of business, or is a buyer of farm products in the ordinary 
course of business, to the extent that the person gives value and receives delivery 
of the collateral without knowledge of the security interest and before it is per- 
fected; 
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(d) in the case of accounts and; general intangibles, @ investment })r_o;n_- 

egyz a person who is not a secured party and who is a transferee to the extent 
that the person gives value without knowledge of the security interest and before 
it is perfected. 

(2) If the secured party files with respect to a purchase money security inter- 
est before or within 20 days after the debtor receives possession of the collateral, 
the secured party takes priority over the rights of a transferee in bulk or of a lien 
creditor which arise between the time the security interest attaches and the time 
of filing. 

(3) A “1ien creditor” means a creditor who has acquired a lien on the prop- 
erty involved by attachment, levy or the like and includes an assignee for benefit 
of creditors from the time of assignment, and a trustee in bankruptcy from the 
date of the filing of the petition or a receiver in equity from the time of appoint- 
ment. 

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

Sec. 8. Minnesota Statutes 1994, section 336.9-302, is amended to read: 

336.9-302 WHEN FILING IS REQUIRED TO PERFECT SECURITY 
INTEREST; SECURITY INTERESTS TO WHICH FILING PROVISIONS 
OF THIS ARTICLE DO NOT APPLY. 

(1) A financing statement must be filed to perfect all security interest except 
the following: 

(a) A security interest in collateral in possession of the secured party under 
section 336.9~305; 

(b) A security interest temporarily perfected in instruments; certificated sg 
curities, or documents without delivery under section 336.9-304 or in proceeds 
for a 20 day period under section 336.9-306; 

(c) A security interest created by an assignment of a beneficial interest in a 
trust or a decedent’s estate; 

((1) A purchase money security interest in consumer goods; but filing is 

required for a motor vehicle required to be registered; and fixture filing is 

required for priority over conflicting interests in fixtures to the extent provided 
in section 336.9-313; 

(e) An assignment of accounts which does not alone or in conjunction with 
other assignments to the same assignee transfer a significant part of the out- 
standing accounts of the assignor; 
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(f) A security interest of a collecting bank (section 336.4-210) er in seeur-i- 
t-ies (seet-ion 3-36:8-3-2+) or arising under the article on sales (see section 336.9- 
113) or covered in subsection (3) of this section; 

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

Q1) A security interest i_n investment property which i_s perfected without Q1; 
i_r_1_g under section 336.9-115 Q 336.9-l 16. 

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

(3) The filing of a financing statement otherwise required by this article is 
not necessary or effective to perfect a security interest in property subject to the 
following statutes or treaties; except that to the extent such statutes or treaties 
are silent on a specific matter, the provisions of this article shall govern: 

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

(b) the following statutes of this state; 

(i) Sections 168A.O1 to l68A.3l and 86B.820 to 86B.920; but during any 
period in which collateral is inventory held for sale by a person who is in the 
business of selling goods of that kind, the filing provisions of this article (part 4) 
apply to a security interest in that collateral created by the person as a debtor; or 

(ii) Sections 300.11 to 300.115. 

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

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

Sec. 9. Minnesota Statutes 1994, section 336.9-304, is amended to read: 

336.9-304 PERFECTION OF SECURITY INTEREST IN INSTRU- 
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MENTS, DOCUMENTS, AND GOODS COVERED BY DOCUMENTS; 
PERFECTION BY PERMISSIVE FILING; TEMPORARY PERFECTION 
WITHOUT FILING OR TRANSFER OF POSSESSION. 

(1) A security interest in chattel paper or negotiable documents may be per- 
fected by filing. A security interest in money or instruments (other than eei=tifi- 
eated securities or instruments which constitute part of chattel paper) can be 
perfected only by the secured party’s taking possession, except as provided in 
subsections (4) and (5) of this section and subsections (2) and (3) of section 
336.9-306 on proceeds. 

(2) During the period that goods are in the possession of the issuer of a 
negotiable document therefor, a security interest in the goods is perfected by 
perfecting a security interest in the document, and any security interest in the 
goods otherwise perfected during such period is subject thereto. 

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

(4) A security interest in instruments (et-her than eertifieated securities), c_e_r_— 
tificated securities, or negotiable documents is perfected without filing or the 
taking of possession for a period of 21 days from the time it attaches to the 
extent that it arises for new value given under a written security agreement. 

(5) A security interest remains perfected for a period of 21 days without fil- 
ing where a secured party having a perfected security interest in an instrument 
(ether than a eei=t-ifieeted seeurity), g_ certificated security, a negotiable document, 
or goods in possession of a bailee other than one who has issued a negotiable 
document therefor: 

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

(b) delivers the instrument g certificated security to the debtor for the pur- 
pose of ultimate sale or exchange or of presentation, collection, renewal, or regis- 
tration of transfer. 

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

Sec. 10. Minnesota Statutes 1994, section 336.9-305, is amended to read: 

336.9—305 WHEN POSSESSION BY SECURED PARTY PERFECTS SE- 
CURITY INTEREST WITHOUT FILING. 
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A security interest in letters of credit and advices of credit (subsection (2) 
(a) of section 336.5-116), goods, instruments {other than eert-ifieateé seearities), 
money, negotiable documents, or chattel paper may be perfected by the secured 
party’s taking possession of the collateral, If such collateral other than goods 
covered by a negotiable document is held by a bailee, the secured party is 

deemed to have possession from the time the bailee receives notification of the 
secured party’s interest. A security interest is perfected by possession from the 
time possession is taken without relation back and continues only so long as pos- 
session is retained, unless otherwise specified in this article. The security interest 
may be otherwise perfected as provided in this article before or after the period 
of possession by the secured party. 

Sec. ll. Minnesota Statutes 1994, section 336.9-306, is amended to read: 

336.9-306 “PROCEEDS”; SECURED PARTY’S RIGHTS ON DISPOSI- 
TION OF COLLATERAL. 

(1) “Proceeds” includes whatever is received upon the sale, exchange, collec- 
tion or other disposition of collateral or proceeds. Insurance payable by reason 
of loss or damage to the collateral is proceeds, except to the extent that it is pay- 
able to a person other than a party to the security agreement. fly payments 9; 
distributions made @ respect t_o investment property collateral Q proceeds. 
Money, checks, deposit accounts, and the like, are “cash proceeds.” All other 
proceeds are “noncash proceeds.” 

(2) Except where this article otherwise provides, a security interest contin- 
ues in collateral notwithstanding sale, exchange or other disposition thereof 
unless the disposition was authorized by the secured party in the security agree- 
ment or otherwise, and also continues in any identifiable proceeds including col- 
lections received by the debtor. 

(3) The security interest in proceeds is a continuously perfected security 
interest if the interest in the original collateral was perfected but it ceases to be 
a perfected security interest and becomes unperfected 20 days after receipt of 
the proceeds by the debtor unless 

(a) a filed financing statement covers the original collateral and the proceeds 
are collateral in which a security interest may be perfected by filing in the office 
or oflices where the financing statement has been filed and, if the proceeds are 
acquired with cash proceeds, the description of collateral in the financing state- 
ment indicates the types of property constituting the proceeds; or 

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

(c) ‘th_e original collateral was investment property arg ‘th_e proceeds Q 
identifiable cash proceeds; g 

(Q) the security interest in the proceeds is perfected before the expiration of 
the 20 day period. 
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Except as provided in this section, a security interest in proceeds can be 
perfected only by the methods or under the circumstances permitted in this arti- 
cle for original collateral of the same type. 

(4) In the event of insolvency proceedings instituted by or against a debtor, 
a secured party with a perfected security interest in proceeds has a perfected se- 
curity interest only in the following proceeds: 

(a) in identifiable noncash proceeds and in separate deposit accounts con- 
taining only proceeds; 

(b) in identifiable cash proceeds in the formof money which is neither com- 
mingled with other money nor deposited in a deposit account prior to the insol- 
vency proceedings; 

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

(d) in all cash and deposit accounts of the debtor, in which proceeds have 
been commingled with other funds, but the perfected security interest under this 
paragraph (d) is 

(i) subject to any right of setofi‘; and 

(ii) limited to an amount not greater than the amount of any cash proceeds 
received by the debtor within 20 days before the institution of the insolvency 
proceedings less the sum of (I) the payments to the secured party on account of 
cash proceeds received by the debtor during such period and (II) the cash pro- 
ceeds received by the debtor during such period to which the secured party is 
entitled under paragraphs (a) to (c) of this subsection (4). 

(5) If a sale of goods results in an account or chattel paper which is trans- 
ferred by the seller to a secured party, and if the goods are returned to or are 
repossessed by the seller or the secured party, the following rules determine pri- 
orities: 

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

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

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

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

Sec. 12. Minnesota Statutes 1994, section 336.9-309, is amended to read: 

336.9-309 PROTECTION OF PURCHASERS OF INSTRUMENTS, 
DOCUMENTS, AND SECURITIES. 

Nothing in this article limits the rights of a holder in due course of a nego- 
tiable instrument (section 336.3-302) or a holder to whom a negotiable docu- 
ment of title has been duly negotiated (section 336.7-501) or a bone fide 
protected purchaser of a security (section 3-36-8-39% 336.8-303) and the holders 
or purchasers take priority over an earlier security interest even though per- 
fected. Filing under this article does not constitute notice of the security interest 
to the holders or purchasers. 

Sec. 13. Minnesota Statutes 1994, section 336.9-312, is amended to read: 

336.9-312 PRIORITIES AMONG CONFLICTING SECURITY INTER- 
ESTS IN THE SAME COLLATERAL. 

(l) The rules of priority stated in other sections of this part and in the fol- 
lowing sections shall govern when applicable: section 336.4-210 with respect to 
the security interests of collecting banks in items being collected, accompanying 
documents and proceeds; section 336.9-103 on security interests related to other 
jurisdictions; section 336.9-114 on consignments; section 336.9-115 9;; security 
interests i_n investment property. 

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

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

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

(b) the purchase money secured party gives notification in writing to the 
holder of the conflicting security interest if the holder had filed a financing state- 
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ment covering the same types of inventory (i) before the date of the filing made 
by the purchase money secured party, or (ii) before the beginning of the 21 day 
period where the purchase money security interest is temporarily perfected with- 
out filing or possession (subsection (5) of section 336.9-304); and 

(c) the holder of the conflicting security interest receives the notification 
within five years before the debtor receives possession of the inventory; and 

(d) the notification states that the person giving the notice has or expects to 
acquire a purchase money security interest in inventory of the debtor, describing 
such inventory by item or type. 

(4) A purchase money security interest in collateral other than inventory has 
priority over a conflicting security interest in the same collateral or its proceeds 
if the purchase money security interest is perfected at the time the debtor 
receives possession of the collateral or within 20 days thereafter. 

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

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

(b) so long as conflicting security interests are unperfected, the first to attach 
has priority. 

(6) For the purposes of subsection (5) a date of filing or perfection as to col- 
lateral is also a date of filing or perfection as to proceeds. 

(7) If future advances are made while a security interest is perfected by fil- 
ing, the taking of possession, or under section 336-.-‘E-343-l on seeu-1=it~ies 336.9—l 15 
_o_1j 336.9-116 gr; investment property, the security interest has the same priority 
for the purposes of subsection (5) with respect to the future advances as it does 
with respect to the first advance. If a commitment is made before or while the 
security interest is so perfected, the security interest has the same priority with 
respect to advances made pursuant thereto. In other cases a perfected security 
interest has priority from the date the advance is made. 
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ARTICLE 3 

Conforming Amendments to Articles 1, 4, 5, and 10 

Section 1. Minnesota Statutes 1994, 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 appli- 
cable law, that provision governs and a contrary agreement is effective only to 
the extent permitted by the law (including the conflict of laws rules) so specified: 

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

Applicability of the article on leases. Sections 336.2A-105 and 336.2A-106. 

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

Governing law in the article on funds transfers. Section 336.4A-507. 

Applicability of the article on investment securities. Section 3-3678-196 
336.8-110. 

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

Sec. 2. Minnesota Statutes 1994, section 336.1-‘206, is amended to read: 

336.1-206 STATUTE OF FRAUDS FOR KINDS OF PERSONAL PROP- 
ERTY NOT OTHERWISE COVERED. 

(l) Except in the cases described in subsection (2) of this section a contract 
for the sale of personal property is not enforceable by way of action or defense 
beyond $5,000 in amount or value of remedy unless there is some writing which 
indicates that a contract for sale has been made between the parties at a defined 
or stated price, reasonably identifies the subject matter, and is signed by the 
party against whom enforcement is sought or by that party’s authorized agent. 

(2) Subsection (1) of this section does not apply to contracts for the sale of 
goods (section 336.2—20l) nor of securities (section 3-36:8-3-1-9 336.8-113) nor to 
security agreements (section 336.9-203). 

Sec. 3. Minnesota Statutes 1994, section 336.4—lO4, is amended to read: 
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336.4-104 DEFINITIONS AND INDEX OF DEFINITIONS. 
(a) In this article, unless the context otherwise requires: 

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

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

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

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

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

(6) “Documentary draft” means a draft to be presented for acceptance or 
payment if specified documents, certificated securities (section 336.8-102) or 
instructions for uncertificated securities (section -3-36:8-398 336.8-102), or other 
certificates, statements, or the like are to be received by the drawee or other 
payor before acceptance or payment of the draft; 

(7) “Draft” means a draft as defined in section 336.3—104 or an item, other 
than an instrument, that is an order; 

(8) “Drawee" means a person ordered in a draft to make payment; 

(9) “Item” means an instrument or a promise or order to pay money han- 
dled by a bank for collection or payment. The term does not include a payment 
order governed by article 4A or a credit or debit card slip; 

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

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

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

(b) Other definitions applying to this article and the sections in which they 
appear are: . 
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“Agreement for electronic presentment,” section 336.4-110 

“Bank,” section 336.4—l05 

“Collecting bank,” section 336.4-105 

“Depositary bank,” section 336.4—l05 

“Intermediary bank,” section 336.4—l05 

“Payor bank,” section 336.4-105 

“Presenting bank,” section 336.4-105 

“Presentment notice,” section 336.4-110 

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

“Acceptance,” section 336.3—409 

“Alteration,” section 336.3—407 

“Cashier’s check,” ‘section 336.3-I04 

“Certificate of deposit,” section 336.3-104 

“Certified check,” section 3363-409 

“Check,” section 336.3-104 

“Good faith,” section 336.3-103 

“Holder in due course,” section 336.3-302 

“Instrument,” section 336.3-104 

“Notice of dishonor,” section 336.3-503 

“Order,” section 3363-103 

“Ordinary care,” section 336.3-103 

“Person entitled to enforce,” section 336.3-301 

“Presentment,” section 336.3-501 

“Promise,” section 336.3-103 

“Prove,” section 336.3-103 

“Teller’s check,” section 336.3-104 

“Unauthorized signature," section 336.3-403 
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(d) In addition, article 1 contains general definitions and principles of con- 
struction and interpretation applicable throughout this article. 

Sec. 4. Minnesota Statutes 1994, section 336.5-114, is amended to read: 

336.5-114 ISSUER’S DUTY AND PRIVILEGE TO HONOR; RIGHT TO 
REIMBURSEMENT. 

(1) An issuer must honor a draft or demand for payment which complies 
with the terms of the relevant credit regardless of whether the goods or docu- 
ments conform to the underlying contract for sale or other contract between the 
customer and the beneficiary. The issuer is not excused from honor of such a 
draft or demand by reason of an additional general term that all documents 
must be satisfactory to the issuer, but an issuer may require that specified docu- 
ments must be satisfactory to it. 

(2) Unless otherwise agreed when documents appear on their face to comply 
with the terms of a credit but a required document does not in fact conform to 
the warranties made on negotiation or transfer of a document of title (section 
336.7-507) or of a certificated security (section 3-3678-306 336.8-108) or is forged 
or fraudulent or there is fraud in the transaction: 

(a) the issuer must honor the draft on demand for payment if honor is 
demanded by a negotiating bank or other holder of the draft or demand which 
has taken the draft or demand under the credit and under circumstances which 
would make it a holder in due course (section 3363-302) and in an appropriate 
case would make it a person to whom a document of title has been duly negoti- 
ated (section 336.7-502) or a bona fide purchaser of a certificated security (sec- 
tion 336.8-302); and 

(b) in all other cases as against its customer, an issuer acting in good faith 
may honor the draft or demand for payment despite notification from the cus- 
tomer of fraud, forgery or other defect not apparent on the face of the docu- 
ments but a court of appropriate jurisdiction may enjoin such honor. 

(3) Unless otherwise agreed an issuer which has duly honored a draft or 
demand for payment is entitled to immediate reimbursement of any payment 
made under the credit and to be put in effectively available funds not later than 
the day before maturity of any acceptance made under the credit. 

(4) When a credit provides for payment by the issuer on receipt of notice 
that the required documents are in the possession of a correspondent or other 
agent of the issuer 

(a) any payment made on receipt of such notice is conditional; and 

(b) the issuer may reject documents which do not" comply with the credit if 
it does so within three banking days following its receipt of the documents; and 

(c) in the event of such rejection, the issuer is entitled by chargeback or oth- 
erwise to return of the payment made. 
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(5) In the case covered by subsection (4) failure to reject documents within 
the time specified in subparagraph (b) constitutes acceptance of the documents 
and makes the payment final in favor of the beneficiary. 

Sec. 5. Minnesota Statutes 1994, section 336.10-104, is amended to read: 
336.10-104 LAWS NOT REPEALED. 
(-I-) The article on documents of title (article 7) does not repeal or modify 

any laws prescribing the form or contents of documents of title or the services or 
facilities to be afforded by bailees, or otherwise regulating bailees’ businesses in 
respects not specifically dealt with herein; but the fact that such laws are violated 
does not affect the status of a document of title which otherwise complies with 
the definition of a document of title (section 336.1-201). 
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Presented to the governor May 19, 1995 
Signed by the governor May 22, 1995, 7:33 p.m. 

CHAPTER 195-S.F.No. 467 
An act relating to metropolitan government; providing for coordination and consolida- 

tion of public safety radio communications systems; providing governance and finance of the 
state and regional elements of a regionwide public safety radio communication system; 
extending the public safety channel moratorium; authorizing the use of 911 emergency tele- 
phone service fees for costs of the regionwide public safety radio communication system; 
authorizing the issuance of bonds by the metropolitan council; appropriating money; amend- 
ing Minnesota Statutes 1994, section 352. 01, subdivision 2a; proposing coding for new law in 
Minnesota Statutes, chapters 174; and 4 73. 

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