
HOUSE BILL No. 4548
March 13, 1991, Introduced by Reps. Baade, Wallace, Anthony, Gire, 

Gubow, Joe Young, Jr., Byrum, Harder, Knight, Dobronski, Olshove, Yokich 
and Clarke and referred to the Committee on Military and Veterans' Affairs.

A bill to amend sections 9503 and 9504 of Act No. 174 of the 

Public Acts of 1962, entitled as amended 

"Uniform commercial code,"

being sections 440.9503 and 440.9504 of the Michigan Compiled 

Laws.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

1 Section 1. Sections 9503 and 9504 of Act No. 174 of the

2 Public Acts of 1962, being sections 440.9503 and 440.9504 of the

3 Michigan Compiled Laws, are amended to read as follows:

4 Sec. 9503. Unless otherwise agreed, a secured party has on

5 default the right to take possession of the collateral. HOWEVER,

6 IF A DEBTOR IS A MEMBER OF A RESERVE COMPONENT OF THE ARMED

7 FORCES OF THE UNITED STATES IN ACTIVE SERVICE OR A MEMBER OF THE

8 NATIONAL GUARD OF THE UNITED STATES IN ACTIVE FEDERAL SERVICE, A

9 SECURED PARTY DOES NOT HAVE ON DEFAULT THE RIGHT TO TAKE
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1 P O S S E S S I O N  O F  T H E  C O L L A T E R A L  D U R I N G  A N D  U N T I L  T H E  E X P I R A T I O N  O F

2 180 D A Y S  A F T E R  T H E  T E R M I N A T I O N  O F  T H A T  SERVICE. In ta k i n g

3 p o s s e s s i o n ,  a s e c u r e d  p a r t y  m a y  p r o c e e d  w i t h o u t  j u d i c i a l  p r o c e s s

4 if this can be do n e  wi t h o u t  b r e a c h  of the p e a c e  or m a y  p r o c e e d  by

5 action. If the s e c u r i t y  a g r e e m e n t  so provides, the s e c u r e d  p a r t y

6 m a y  r e q u i r e  the debtor to a s s e m b l e  the c o l l a t e r a l  an d  m a k e  it

7 a v a i l a b l e  to the sec u r e d  p a r t y  at a p l a c e  to be d e s i g n a t e d  b y  the

8 s e c u r e d  p a r t y  w h i c h  is r e a s o n a b l y  c o n v e n i e n t  to b o t h  p a r ties.

9 W i t h o u t  removal, a s e c u r e d  p a * t y  m a y  render e q u i p m e n t  u n u s a b l e ,

10 a n d  m a y  d i s p o s e  of c o l l a t e r a l  on the d e b t o r ' s  p r e m i s e s  un d e r  se c -

11 ti o n  9504.

12 Sec. 9504. (1) A  s e c u r e d  p a r t y  after d e f a u l t  m a y  sell,

13 lease, or o t h e r w i s e  d i s p o s e  of any or all of the c o l l a t e r a l  in

14 its th e n  c o n d i t i o n  or f o l lowing any c o m m e r c i a l l y  r e a s o n a b l e  p r e p -

15 a r a t i o n  or p r o c e s s i n g .  HOWEVER, IF A  D E B T O R  IS A  M E M B E R  O F  A

16 R E S E R V E  C O M P O N E N T  OF THE A R M E D  F O R C E S  OF TH E  U N I T E D  S T A T E S  IN

17 A C T I V E  S E R V I C E  O R  A  M E M B E R  OF  TH E  N A T I O N A L  G U A R D  O F  T H E  U N I T E D

18 S T A T E S  IN A C T I V E  F E D E R A L  SERVICE, A  S E C U R E D  P A R T Y  DO E S  N O T  H A V E

19 A F T E R  D E F A U L T  T H E  R I G H T  TO  SELL, LEASE, O R  O T H E R W I S E  D I S P O S E  OF

20 A N Y  O R  A L L  O F  T H E  C O L L A T E R A L  D U R I N G  A N D  U N T I L  TH E  E X P I R A T I O N  O F

21 180 D A Y S  A F T E R  T H E  T E R M I N A T I O N  O F  T H A T  SERVICE. A n y  sale of g o o d s

22 is s u b j e c t  to -fe-h e- a r t i c l e  2 on sales. (art i e le 2). Th e  p r o -

23 c e e d s  of d i s p o s i t i o n  shall be a p p l i e d  in the order f o l l o w i n g  to:

24 (a) Th e  r e a s o n a b l e  e x p e n s e s  of retaking, holding, p r e p a r i n g

25 for sa l e  or lease, selling, leasing, and the like and, to the

26 e x t e n t  p r o v i d e d  for in the a g r e e m e n t  and not p r o h i b i t e d  by law,
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the r e a s o n a b l e  attorneys' fees and legal e x p e n s e s  i n c u r r e d  by the 

s e c u r e d  party. —r ~

(b) Th e  s a t i s f a c t i o n  of i n d e b t e d n e s s  s e c u r e d  by the s e c u r i t y  

i n t e r e s t  u nder w h i c h  the d i s p o s i t i o n  is made. —7—

(c) T h e  s a t i s f a c t i o n  of i n d e b t e d n e s s  s e c u r e d  by an y  s u b o r d i ­

na t e  s e c u r i t y  interest in the c o l l a t e r a l  if w r i t t e n  n o t i f i c a t i o n  

of d e m a n d  the r e f o r  is r e c eived be f o r e  d i s t r i b u t i o n  of the p r o ­

c e e d s  is completed. If req u e s t e d  by the s e c u r e d  party, the 

h o l d e r  of a s u b o r d i n a t e  s e c u r i t y  interest mu s t  s e a s o n a b l y  f u r n i s h  

r e a s o n a b l e  p r o o f  of his O R  HE R  interest, and un l e s s  he O R  SHE 

does so, the s e c u r e d  p a r t y  need not com p l y  w i t h  his O R  H E R  

demand.

(2) If the s e c u r i t y  interest s e cures an i n d e b t edness, the 

s e c u r e d  p a r t y  mu s t  a c c o u n t  to the debtor for any surplus, and, 

u n l e s s  o t h e r w i s e  agreed, the debtor is l i able for any 

d e f i c i e n c y .  But if the u n d e r l y i n g  t r a n s a c t i o n  was a sale of 

a c c o u n t s  or c h attel paper, the debtor is e n t i t l e d  to an y  s u r p l u s  

or is l i a b l e  for any d e f i c i e n c y  o n l y  if the s e c u r i t y  a g r e e m e n t  so 

p r o v i d e s .

(3) D i s p o s i t i o n  of the c o l l a t e r a l  m a y  be by p u b l i c  or p r i ­

v a t e  p r o c e e d i n g s  and m a y  be m a d e  by w a y  of 1 or m o r e  c o n t r a c t s .  

S a l e  or other d i s p o s i t i o n  m a y  be as a unit or in p a r c e l s  a n d  at 

a n y  time a n d  p l a c e  and on any terms but ev e r y  a s p e c t  of the d i s ­

p o s i t i o n  i n c l u d i n g  the method, manner, time, place, a n d  terms 

m u s t  be c o m m e r c i a l l y  reasonable. Un l e s s  c o l l a t e r a l  is p e r i s h a b l e  

or t h r e a t e n s  to d e c l i n e  s p e e d i l y  in va l u e  or is of a type 

c u s t o m a r i l y  sold on a r e c o g n i z e d  market, r e a s o n a b l e  n o t i f i c a t i o n
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of the time an d  p l a c e  of any p u b l i c  sale or r e a s o n a b l e  

n o t i f i c a t i o n  of the time after w h i c h  any p r i v a t e  sale or other 

i n t e n d e d  d i s p o s i t i o n  is to be ma d e  shall be sent by the s e c u r e d  

p a r t y  to the debtor, if he O R  SHE has not s igned a fter d e f a u l t  a 

s t a t e m e n t  r e n o u n c i n g  or m o d i f y i n g  his OR  H E R  right to n o t i f i c a ­

tion of sale. In the case of c o n sumer goods, no ot h e r  n o t i f i c a ­

tion ne e d  be sent. In other cases, n o t i f i c a t i o n  shall be sent to 

a n y  o t h e r  s e c u r e d  pa r t y  fr o m  w h o m  the s e c u r e d  p a r t y  has received, 

—f— b e f o r e  s e n d i n g  his O R  H E R  n o t i f i c a t i o n  to the d e b t o r  or 

b e f o r e  the d e b t o r ' s  r e n u n c i a t i o n  of his O R  H E R  rights, —)— w r i t ­

ten n o t i c e  of a c l a i m  of an interest in the col l a t e r a l .  The 

s e c u r e d  p a r t y  m a y  buy at any p u b l i c  sale and if the c o l l a t e r a l  is 

of a type c u s t o m a r i l y  sold in a r e c o g n i z e d  m a r k e t  or is of a type 

w h i c h  is the s u b j e c t  of w i d e l y  d i s t r i b u t e d  s t a n d a r d  p r i c e  

q u o t a t i o n s ,  he O R  SHE ma y  buy at p r i v a t e  sale.

(4) W h e n  c o l l a t e r a l  is d i s p o s e d  of by a s e c u r e d  p a r t y  af t e r  

d e f a u l t ,  the d i s p o s i t i o n  t r a n s f e r s  to a p u r c h a s e r  for v a l u e  all 

of the d e b t o r ' s  rights therein, d i s c h a r g e s  the s e c u r i t y  i n t e r e s t  

un d e r  w h i c h  it is ma d e  and any s e c u r i t y  interest or li e n  s u b o r d i ­

na t e  thereto. The p u r c h a s e r  takes free of all such r ights an d  

i n t e r e s t s  ev e n  t h o u g h  the s e c u r e d  p a r t y  fails to c o m p l y  w i t h  the 

r e q u i r e m e n t s  of this part or of any judicial p r o c e e d i n g s :

(a) In the case of a p u b l i c  sale, if the p u r c h a s e r  has no 

k n o w l e d g e  of an y  de f e c t s  in the sale and if he OR  SHE does not 

b u y  in c o l l u s i o n  w i t h  the s e c u r e d  party, other bidders, or the 

p e r s o n  c o n d u c t i n g  the sale. ; or
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1 (b) In a n y  other case, if the pur c h a s e r  acts in g o o d  faith.

2 (5) A  p e r s o n  who is liable to a se c u r e d  p a r t y  u nder a

3 gua r a n t y ,  indorsement, rep u r c h a s e  agreement, or the like an d  wh o

4 r e c e i v e s  a tra n s f e r  of c o l l a t e r a l  from the se c u r e d  p a r t y  or is

5 s u b r o g a t e d  to his OR HE R  rights has t hereafter the rights and

6 d u t i e s  of the se c u r e d  party. Such a transfer of c o l l a t e r a l  is

7 not a sale or d i s p o s i t i o n  of the c o l l a t e r a l  under this article.
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