SB0299, As Passed House, May 20, 1998

Abill t

REPRI NT

SUBSTITUTE FOR
SENATE BILL NO. 299

(As Passed the Senate October 29, 1997)

o amend 1962 PA 174, entitled

"Uni form comerci al code,"”

by anending s
8104, 8105, 8
8207, 8208, 8

ections 1105, 1206, 4104, 5114, 8101, 8102, 8103,
106, 8107, 8108, 8201, 8202, 8203, 8204, 8205, 8206,
301, 8302, 8303, 8304, 8305, 8306, 8307, 8401, 8402,

8403, 8404, 8405, 8406, 8407, 9103, 9105, 9106, 9203, 9301, 9302,

9303, 9304, 9

440. 1206, 440.
440. 8104, 440.
440. 8202, 440.
440. 8208, 440.
440. 8306, 440.
440. 8405, 440.
440. 9203, 440.
440. 9306, 440.

305, 9306, 9309, 9312, and 9994 (MCL 440. 1105,
4104, 440.5114, 440.8101, 440.8102, 440.8103,
8105, 440.8106, 440.8107, 440.8108, 440. 8201,
8203, 440.8204, 440.8205, 440.8206, 440. 8207,
8301, 440.8302, 440.8303, 440.8304, 440.8305,
8307, 440.8401, 440.8402, 440.8403, 440. 8404,
8406, 440.8407, 440.9103, 440.9105, 440.9106,
9301, 440.9302, 440.9303, 440.9304, 440. 9305,
9309, 440.9312, and 440.9994), section 1105 as
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SB0299, As Passed House, May 20, 1998

Senate Bill No. 299 )
amended by 1992 PA 101, section 4104 as anended by 1993 PA 130,
sections 5114, 8102, 8103, 8104, 8105, 8106, 8107, 8201, 8202,
8203, 8204, 8205, 8206, 8207, 8208, 8301, 8302, 8304, 8305, 8306,
8307, 8401, 8402, 8403, 8404, 8405, 8406, 9103, 9203, 9304, 9305,
9309, and 9312 as anended and sections 8108 and 8407 as added by
1987 PA 16, section 9105 as anmended by 1988 PA 130, section 9301
as anended by 1984 PA 170, and section 9302 as anended by 1996
PA 72, and by adding sections 8109, 8110, 8111, 8112, 8113, 8114,
8115, 8116, 8210, 8501, 8502, 8503, 8504, 8505, 8506, 8507, 8508,
8509, 8510, 8511, 8601, 9115, and 9116; and to repeal acts and
parts of acts.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 1105. (1) Except as provided hereafter in this sec-
tion, 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 agree-
ment this act applies to transactions bearing an appropriate
relation to this state.

(2) Where 1 of the follow ng provisions of this act speci-
fies the applicable |law, that provision governs and a contrary
agreenent is effective only to the extent permtted by the |aw
(itncluding the conflict of laws rules) so specified:

Ri ghts of creditors against sold goods. Section 2402.
Applicability of the article on bank deposits and

col | ecti ons. Section 4102.
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Governing law in the article on funds transfers. Section 4A502.
Bul k transfers subject to the article on bulk

transfers. Section 6102.
Applicability of the article on investnent

securities. Section —8166— 8110.
Applicability of the article on | eases. Sections 2A105 and 2Al106.
Perfection provisions of the article on secured

transacti ons. Section 9103.

Sec. 1206. (1) 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. 00
in amount or value of remedy unless there is sonme witing which
indicates that a contract for sale has been made between the par-
ties at a defined or stated price, reasonably identifies the
subject matter, and is signed by the party agai nst whom enf orce-
ment is sought or by his OR HER aut horized agent.

(2) Subsection (1) of this section does not apply to con-
tracts for the sale of goods (section 2201) nor of securities
(section —8319— 8113) nor to security agreenents (section 9203).

Sec. 4104. (1) As used in this article unless the context
ot herwi se requires:

(a) "Account" neans any depositor credit account with a
bank, including a demand, tine, savings, passbook, share draft,
or |ike account, other than an account evidenced by a certificate
of deposit.

(b) "Afternoon" neans the period of a day between noon and

m dni ght .
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(c) "Banking day" nmeans the part of a day on which a bank is
open to the public for carrying on substantially all of its bank-
ing functions.

(d) "dearing-house" neans an associ ati on of banks or ot her
payors regularly clearing itens.

(e) "Custoner" means any person having an account with a
bank or for whom a bank has agreed to collect itens, including a
bank that maintains an account at another bank.

(f) "Docunentary draft" means a draft to be presented for
acceptance or paynent if specified docunents, certificated secur-
ities, (section 8102) or instructions for uncertificated securi -
ties (section —8368— 8102), or other certificates, statenments, or
the like are to be received by the drawee or other payor before
acceptance or paynent of the draft.

(g) "Draft" neans a draft as defined in section 3104 or an
item other than an instrunment, that is an order.

(h) "Drawee" means a person ordered in a draft to make
payment .

(i) "ltem nmeans an instrunment or a prom se or order to pay
nmoney handl ed by a bank for collection or pay. The term does not
i nclude a paynment order governed by article 2a or a credit or
debit card slip.

(j) "Mdnight deadline” with respect to a bank is m dni ght
on its next banking day follow ng the banking day on which it
receives the relevant itemor notice or fromwhich the time for

taki ng action commences to run, whichever is |ater.
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(k) "Settle" means to pay in cash, by clearing-house

settlenment, in a charge or credit or by remttance, or otherw se

as agreed. A settlement may be either provisional or final.

(1) "Suspends paynents" with respect to a bank neans t hat

has been cl osed by order of the supervisory authorities,

public officer has been appointed to take it over or that

ceases or refuses to nmake paynents in the ordinary course of

busi ness.

(2) Oher definitions applying to this article and the sec-
tions in which they appear are:
"Agreenent for electronic presentnent”. Section 4110.
" Bank". Section 4105.
"Col | ecting bank". Section 4105.
"Depositary bank". Section 4105.
"I nternmedi ary bank". Section 4105.
"Payor bank". Section 4105.
"Presenting bank". Section 4105.
"Present nent notice". Section 4110.
(3) The following definitions in other articles apply to
this article:
"Accept ance". Section 34009.
"Alteration". Section 3409.
"Certificate of deposit". Section 3104.
"Cashier's check". Section 3104.
"Certified check". Section 3409.
" Check". Section 3104.
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"Draft". Section 3104.
"Good faith". Section 31083.
"Hol der in due course". Section 3302.
“Instrument”. Section 3104.
"Notice of dishonor". Section 3503.
"Order". Section 3103.
"Ordinary care". Section 3103.
"Person entitled to enforce". Section 3301.
"Presentnent". Section 3501.
"Prom se". Section 3103.
"Prove". Section 31083.
"Teller's check". Section 3104.
"Unaut hori zed signature". Section 3403.

(4) In addition article 1 contains general definitions and
princi ples of construction and interpretation applicable through-
out this article.

Sec. 5114. (1) An issuer nust honor a draft or demand for
paynment which conplies with the ternms of the relevant credit
regardl ess of whether the goods or docunments conformto the
underlying contract for sale or other contract between the cus-
toner 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 docunments nmust be satisfactory to the issuer, but an
i ssuer may require that specified docunents nust be satisfactory
toit.

(2) Unless otherwi se agreed when docunents appear on their
face to conply with the ternms of a credit, but a required
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docunent does not in fact conformto the warranti es made on
negotiation or transfer of a docunment of title (section 7507) or
of a certificated security (section —83066— 8108) or is forged or
fraudulent or there is fraud in the transaction:

(a) the issuer must honor the draft on demand for paynent if
honor is demanded by a negoti ati ng bank or other hol der of the
draft or demand which has taken the draft or demand under the
credit and under circunstances which would make it a holder in
due course (section 3302) and in an appropriate case woul d make

it a person to whom a docunent of title has been duly negoti ated
(section 7502) or a bona fide purchaser of a certificated secur-
ity (section 8302); and

(b) in all other cases as against its custoner, an issuer
acting in good faith may honor the draft or denmand for paynent
despite notification fromthe custonmer of fraud, forgery or other
def ect not apparent on the face of the docunents but a court of
appropriate jurisdiction may enjoin such honor.

(3) Unless otherwi se agreed an issuer which has duly honored
a draft or demand for paynent is entitled to i nmedi ate rei nburse-
ment of any paynent made under the credit and to be put in effec-
tively avail able funds not later than the day before nmaturity of
any acceptance nmade under the credit.

(4) When a credit provides for paynent by the issuer on
recei pt of notice that the required docunents are in the posses-
sion of a correspondent or other agent of the issuer

(a) any paynment nade on receipt of the notice is

condi tional ; and

01314' 97 (S-1) R-1



© 00 N o 0o b~ W DN P

N N N NDNNNNRRRRRRR R R R
N o o b~ WN PP O O 00N O o WN PO

SB0299, As Passed House, May 20, 1998
Senate Bill No. 299 8

(b) the issuer may reject docunents which do not conply with
the credit if it does so within 3 banking days following its
recei pt of the docunents; and

(c) in the event of such rejection, the issuer is entitled
by charge back or otherwise to return of the paynment nade.

(5) In the case covered by subsection (4) failure to reject
docunents within the tinme specified in subdivision (b) consti-

tutes acceptance of the docunents and nmekes the paynent final in

favor of the beneficiary.
Sec. 8101. This article —shalHH—beknrowr—antd— may be cited

as —— uniform comrerci al code--investment securities. —/——

Sec. 8102. —(PHr—tnthts—arttete—untess—thecontext—other—
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1 . bant o . r : I .
2 eorporatton—

3 5 I ot it i " el .
4 Hed—parts—thereof—and—the—sectons—+n—which—they—appear—are:-

9 - ot ’ " . .
10 “Sharantee—of —the—Sstghrature——Seet+on—84062—
11 “Hratal—transactton—staterent——Seectt+on—8408—
12 “Hhastruetont————————————————————————Seeti-on—8368—

13 Hrterrettarybank———Seet+or—4165—

14 "l copriap Carmt + ~An O9NA1
rSoSuUtTi . JCLULUT UIT O4ZU L.

15 “orertsstet————————————————————————Seett+on—8104—
16 “Seetred——party————————Seet+on—9165—
17 “Seectr+ty—agreemrent————————Seett+on—9105—

18 6 i o . | def it I

19 it : ) o ) L eabt I I
20 eut—this—artiecle—

21 (1) AS USED IN THI S ARTI CLE:

22 (A) "ADVERSE CLAIM' MEANS A CLAI M THAT A CLAI MANT HAS A

23 PROPERTY | NTEREST I N A FI NANCI AL ASSET AND THAT IT IS A VI CLATI ON
24 OF THE RIGHTS OF THE CLAI MANT FOR ANOTHER PERSON TO HOLD, TRANS-
25 FER, OR DEAL W TH THE FI NANCI AL ASSET.

26 (B) "BEARER FORM', AS APPLIED TO A CERTI FI CATED SECURI TY,

27 MEANS A FORM IN WHI CH THE SECURI TY | S PAYABLE TO THE BEARER COF
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THE SECURI TY CERTI FI CATE ACCORDI NG TO I TS TERMS BUT NOTI' BY REASON
OF AN | NDORSEMENT.

(C© "BROKER' MEANS A PERSON DEFI NED AS A BROKER OR DEALER
UNDER THE FEDERAL SECURI TI ES LAWS, BUT W THOUT EXCLUDI NG A BANK
ACTI NG I N THAT CAPACI TY.

(D) "CERTIFI CATED SECURI TY" MEANS A SECURITY THAT | S REPRE-
SENTED BY A CERTI FI CATE.

(E) "CLEARI NG CORPORATI ON' MEANS 1 OR MORE OF THE
FOLLOW NG

(1) A PERSON THAT IS REA STERED AS A CLEARI NG AGENCY UNDER
THE FEDERAL SECURI TI ES LAWS.

(11) A FEDERAL RESERVE BANK.

(111) ANY OTHER PERSON THAT PROVI DES CLEARANCE OR SETTLEMENT
SERVI CES W TH RESPECT TO FI NANCI AL ASSETS THAT WOULD REQUIRE | T
TO REG STER AS A CLEARI NG AGENCY UNDER THE FEDERAL SECURI Tl ES
LAWS BUT FOR AN EXCLUSI ON OR EXEMPTI ON FROM THE REG STRATI ON
REQUI REMENT, ITF I TS ACTIVITIES AS A CLEARI NG CORPORATI ON, | NCLUD-
| NG PROMULGATI ON OF RULES, ARE SUBJECT TO REGULATI ON BY A FEDERAL
OR STATE GOVERNMENTAL AUTHORI TY.

(F) "COVMUNI CATE" MEANS ElI THER OF THE FOLLOW NG

(i) SEND A SI GNED WRI TI NG

(11) TRANSM T | NFORVATI ON BY ANY MECHANI SM AGREED UPON BY
THE PERSONS TRANSM TTI NG AND RECEI VI NG THE | NFORVATI ON.

(G "ENTI TLEMENT HOLDER' MEANS A PERSON | DENTI FI ED I N THE
RECORDS OF A SECURI TI ES | NTERVEDI ARY AS THE PERSON HAVI NG A
SECURI TY ENTI TLEMENT AGAI NST THE SECURI TI ES | NTERMEDI ARY. | F A
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PERSON ACQUI RES A SECURI TY ENTI TLEMENT UNDER SECTI ON 8501( 2) (B)
OR (O, THAT PERSON | S THE ENTI TLEMENT HOLDER

(H) "ENTI TLEMENT ORDER' MEANS A NOTI FI CATI ON COVMUNI CATED TO
A SECURI TI ES | NTERMEDI ARY DI RECTI NG TRANSFER OR REDEMPTI ON OF A
FI NANCI AL ASSET TO WHI CH THE ENTI TLEMENT HOLDER HAS A SECURI TY
ENTI TLEMENT.

(1) "FINANCI AL ASSET", EXCEPT AS OTHERW SE PROVI DED I N SEC-
TION 8103, MEANS 1 OR MORE OF THE FOLLOW NG

(i) A SECURI TY.

(1m) AN OBLI GATION OF A PERSON OR A SHARE, PARTI ClI PATI ON, OR
OTHER | NTEREST IN A PERSON OR I N PROPERTY OR AN ENTERPRI SE OF A
PERSON, VWHICH IS, OR IS OF A TYPE, DEALT I N OR TRADED ON FI NAN-

Cl AL MARKETS, OR WHICH | S RECOGNI ZED I N ANY AREA INVWHICH IT I S
| SSUED OR DEALT IN AS A MEDI UM FOR | NVESTMENT.

(1m1) ANY PROPERTY THAT IS HELD BY A SECURI Tl ES | NTERVEDI ARY
FOR ANOTHER PERSON I N A SECURI TI ES ACCOUNT | F THE SECURI Tl ES
| NTERVEDI ARY HAS EXPRESSLY AGREED W TH THE OTHER PERSON THAT THE
PROPERTY IS TO BE TREATED AS A FI NANCI AL ASSET UNDER THI S
ARTI CLE. AS CONTEXT REQUI RES, THE TERM MEANS ElI THER THE | NTEREST
| TSELF OR THE MEANS BY WHICH A PERSON S CLAIM TO I T I S EVI DENCED,
| NCLUDI NG A CERTI FI CATED OR UNCERTI FI CATED SECURI TY, A SECURI TY
CERTI FI CATE, OR A SECURI TY ENTI TLEMENT.

(J) "GOOD FAI TH', FOR PURPOSES OF THE OBLI GATI ON OF GOCD
FAI TH | N THE PERFORMANCE OR ENFORCEMENT OF CONTRACTS OR DUTI ES
WTH N TH S ARTI CLE, MEANS HONESTY | N FACT AND THE OBSERVANCE OF
REASONABLE COMMERCI AL STANDARDS OF FAI R DEALI NG
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(K) "1 NDORSEMENT" MEANS A SI GNATURE THAT ALONE OR
ACCOMPANI ED BY OTHER WORDS |'S MADE ON A SECURI TY CERTI FI CATE I N
REG STERED FORM OR ON A SEPARATE DOCUMENT FOR THE PURPOSE OF
ASSI GNI NG TRANSFERRI NG OR REDEEM NG THE SECURI TY OR GRANTI NG A
PONER TO ASSI GN, TRANSFER, OR REDEEM THE SECURI TY.

(D) "INSTRUCTI ON' MEANS A NOTI FI CATI ON COVMUNI CATED TO THE
| SSUER OF AN UNCERTI FI CATED SECURI TY WHI CH DI RECTS THAT THE
TRANSFER OF THE SECURI TY BE REQ STERED OR THAT THE SECURI TY BE
REDEEMED.

(M "REGQ STERED FORM', AS APPLIED TO A CERTI FI CATED SECURI -
TY, MEANS A FORM CONTAI NI NG BOTH OF THE FOLLOW NG

(1) THE SECURI TY CERTI FI CATE SPECI FI ES A PERSON ENTI TLED TO
THE SECURI TY.

(11) A TRANSFER OF THE SECURI TY MAY BE REAQ STERED UPON BOCOKS
MAI NTAI NED FOR THAT PURPOSE BY OR ON BEHALF OF THE | SSUER, OR THE
SECURI TY CERTI FI CATE SO STATES.

(N) "SECURI TI ES | NTERMEDI ARY" MEANS EI THER OF THE
FOLLOW NG

(i) A CLEARI NG CORPORATI ON.

(11) A PERSON, | NCLUDI NG A BANK OR BROKER, THAT IN THE ORDI -
NARY COURSE OF | TS BUSI NESS MAI NTAI NS SECURI TI ES ACCOUNTS FOR
OTHERS AND IS ACTI NG I N THAT CAPACI TY.

(O "SECURITY", EXCEPT AS OTHERW SE PROVI DED I N SECTI ON
8103, MEANS AN OBLI GATI ON OF AN | SSUER OR A SHARE, PARTI Cl PATI ON,
OR OTHER | NTEREST I N AN | SSUER OR I N PROPERTY OR AN ENTERPRI SE OF
AN | SSUER AND IS ALL OF THE FOLLOW NG

01314' 97 (S-1) R-1
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(1) REPRESENTED BY A SECURI TY CERTI FI CATE | N BEARER OR
REG STERED FORM OR THE TRANSFER OF WHI CH MAY BE REQ STERED UPON
BOOKS MAI NTAI NED FOR THAT PURPOSE BY OR ON BEHALF OF THE | SSUER.

(11) ONE OF A CLASS OR SERIES OR BY ITS TERMS | S DI VI SI BLE
| NTO A CLASS OR SERI ES OF SHARES, PARTI Cl PATI ONS, | NTERESTS, OR
OBLI GATI ONS.

(iii) EI THER OF THE FOLLOW NG

(A IS, ORIS OF ATYPE, DEALT IN OR TRADED ON SECURI TI ES
EXCHANGES OR SECURI TI ES MARKETS.

(B) I'S A MEDI UM FOR | NVESTMENT AND BY | TS TERMS EXPRESSLY
PROVIDES THAT IT IS A SECURI TY GOVERNED BY THI S ARTI CLE.

(P) "SECURI TY CERTI FI CATE" MEANS A CERTI FI CATE REPRESENTI NG
A SECURI TY.

(Q "SECURITY ENTI TLEMENT" MEANS THE RI GHTS AND PROPERTY
| NTEREST OF AN ENTI TLEMENT HOLDER W TH RESPECT TO A FI NANCI AL
ASSET SPECI FI ED | N PART 5.

(R) "UNCERTI FI CATED SECURI TY" MEANS A SECURI TY THAT IS NOT
REPRESENTED BY A CERTI FI CATE.

(2) OTHER DEFI NI TI ONS APPLYI NG TO THI S ARTI CLE AND THE SEC
TIONS N VWH CH THEY APPEAR ARE:

APPRCPRI ATE PERSON SECTI ON 8107
CONTROL SECTI ON 8106
DELI VERY SECTI ON 8301
| NVESTMENT COMPANY SECURI TY SECTI ON 8103
| SSUER SECTI ON 8201
OVERI SSUE SECTI ON 8210
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PROTECTED PURCHASER SECTI ON 8303
SECURI TI ES ACCOUNT SECTI ON 8501

(3) IN ADDI TI ON, ARTICLE 1 CONTAI NS CGENERAL DEFI NI TI ONS AND
PRI NCI PLES OF CONSTRUCTI ON AND | NTERPRETATI ON APPLI CABLE THROUGH-
QUT TH' S ARTI CLE.

(4) THE CHARACTERI ZATI ON OF A PERSON, BUSI NESS, OR TRANSAC
TI ON FOR PURPOSES OF THI S ARTI CLE DOES NOT DETERM NE THE CHARAC-
TERI ZATI ON OF THE PERSON, BUSI NESS, OR TRANSACTI ON FOR PURPOSES
OF ANY OTHER LAW REGULATI ON, OR RULE.

Sec. 8103. -AHenupon—a—secur+ty—+nfaver—of—an—+ssuer—of

(1) A SHARE OR SIM LAR EQUI TY I NTEREST | SSUED BY A CORPORA-
TION, BUSI NESS TRUST, JO NT STOCK COMPANY, OR SIMLAR ENTITY IS A
SECURI TY.

(2) AN I NVESTMENT COVPANY SECURITY IS A SECURITY.

"I NVESTMENT COVPANY SECURI TY" MEANS A SHARE OR SI M LAR EQUI TY

| NTEREST | SSUED BY AN ENTI TY THAT IS REG STERED AS AN | NVESTMENT
COMPANY UNDER THE FEDERAL | NVESTMENT COMPANY LAWS, AN | NTEREST | N
A UNI'T | NVESTMENT TRUST THAT | S SO REG STERED, OR A FACE- AMOUNT
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CERTI FI CATE | SSUED BY A FACE- AMOUNT CERTI FI CATE COVPANY THAT | S
SO REA STERED. | NVESTMENT COMPANY SECURI TY DOES NOT | NCLUDE AN
| NSURANCE POLI CY OR ENDOWENT POLI CY OR ANNUI TY CONTRACT | SSUED
BY AN | NSURANCE COMPANY.

(3) AN INTEREST IN A PARTNERSH P OR LIM TED LI ABI LI TY COwW
PANY IS NOT A SECURITY UNLESS I T IS DEALT I N OR TRADED ON SECURI -
TI ES EXCHANGES OR I N SECURI TI ES MARKETS, | TS TERVS EXPRESSLY PRO
VIDE THAT IT IS A SECURI TY GOVERNED BY THI S ARTICLE, ORIT IS AN
| NVESTMENT COMPANY SECURI TY. HOWEVER, AN | NTEREST I N A PARTNER-
SH P OR LIMTED LIABILITY CO/WPANY | S A FINANCIAL ASSET IF IT IS
HELD I N A SECURI TI ES ACCOUNT.

(4) AWRITING THAT IS A SECURI TY CERTI FI CATE | S GOVERNED BY
THI S ARTI CLE AND NOT BY ARTICLE 3, EVEN THOUGH I T ALSO MEETS THE
REQUI REMENTS OF THAT ARTI CLE. HOWNEVER, A NEGOTI ABLE | NSTRUVENT
GOVERNED BY ARTICLE 3 IS A FINANCIAL ASSET IF IT IS HELD IN A
SECURI TI ES ACCOUNT.

(5) AN OPTION OR SIM LAR OBLI GATI ON | SSUED BY A CLEARI NG
CORPORATION TO I'TS PARTI CI PANTS | S NOT' A SECURITY, BUT IS A
FI NANCI AL ASSET.

(6) A COWODI TY CONTRACT IS NOT A SECURI TY OR A FI NANCI AL
ASSET.

Sec. 8104. —(1H—TFheprovistons—of—this—art+ete—whiech—vati—
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(1) A PERSON ACQUI RES A SECURI TY OR AN I NTEREST I N A SECUR-
I TY UNDER THI S ARTI CLE I N El THER OF THE FOLLOW NG SI TUATI ONS:

(A) THE PERSON IS A PURCHASER TO WVHOM A SECURI TY | S DELI V-
ERED PURSUANT TO SECTI ON 8301.

(B) THE PERSON ACQUI RES A SECURI TY ENTI TLEMENT TO THE SECUR-
| TY PURSUANT TO SECTI ON 8501.

(2) A PERSON ACQUI RES A FI NANCI AL ASSET, OTHER THAN A SECUR-
| TY, OR AN INTEREST IN THE SECURI TY, UNDER THI S ARTICLE, |F THE
PERSON ACQUI RES A SECURI TY ENTI TLEMENT TO THE FI NANCI AL ASSET.

(3) A PERSON WHO ACQUI RES A SECURI TY ENTI TLEMENT TO A SECUR-
| TY OR OTHER FI NANCI AL ASSET HAS THE RI GHTS SPECI FI ED | N PART 5,
BUT IS A PURCHASER OF ANY SECURI TY, SECURI TY ENTI TLEMENT, OR
OTHER FI NANCI AL ASSET HELD BY THE SECURI TI ES | NTERMVEDI ARY ONLY TO
THE EXTENT PROVI DED | N SECTI ON 8503.

(4) UNLESS THE CONTEXT SHOWS THAT A DI FFERENT MEANI NG I S
| NTENDED, A PERSON WHO | S REQUI RED BY OTHER LAW REGULATI ON,
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RULE, OR AGREEMENT TO TRANSFER, DELIVER, PRESENT, SURRENDER,
EXCHANGE, OR OTHERW SE PUT I N THE POSSESSI ON OF ANOTHER PERSON A
SECURI TY OR FI NANCI AL ASSET SATI SFI ES THAT REQUI REMENT BY CAUSI NG
THE OTHER PERSON TO ACQUI RE AN I NTEREST I N THE SECURI TY OR FI NAN-
Cl AL ASSET PURSUANT TO SUBSECTI ON (1) OR (2).

Sec. 8105. —(bH——~Cert+iteated—securtties—governedbythis

© 00 N o 0o b~ W N P
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(1) A PERSON HAS NOTI CE OF AN ADVERSE CLAIMIF 1 OR MORE OF
THE FOLLOWN NG APPLY:

(A) THE PERSON KNOAS OF THE ADVERSE CLAI M

(B) THE PERSON | S AWARE OF FACTS SUFFI CI ENT TO | NDI CATE THAT
THERE IS A SI GNI FI CANT PROBABI LI TY THAT THE ADVERSE CLAI M EXI STS
AND DELI BERATELY AVO DS | NFORVATI ON THAT WOULD ESTABLI SH THE
EXI STENCE OF THE ADVERSE CLAI M

(© THE PERSON HAS A DUTY, | MPCSED BY STATUTE OR REGULATI ON,
TO | NVESTI GATE WHETHER AN ADVERSE CLAI M EXI STS, AND THE | NVESTI -
GATI ON SO REQUI RED WOULD ESTABLI SH THE EXI STENCE OF THE ADVERSE
CLAIM

(2) HAVI NG KNOALEDGE THAT A FI NANCI AL ASSET OR I NTEREST IN A
FI NANCI AL ASSET | S OR HAS BEEN TRANSFERRED BY A REPRESENTATI VE
| MPGSES NO DUTY OF I NQUI RY | NTO THE RI GHTFULNESS OF A TRANSACTI ON
AND I'S NOT NOTI CE OF AN ADVERSE CLAIM  HOWEVER, A PERSON WWHO
KNOWS THAT A REPRESENTATI VE HAS TRANSFERRED A FI NANCI AL ASSET OR
| NTEREST | N A FI NANCI AL ASSET I N A TRANSACTI ON THAT IS, OR WHOSE
PROCEEDS ARE BEI NG USED, FOR THE | NDI VI DUAL BENEFI T OF THE REPRE-
SENTATI VE OR OTHERW SE | N BREACH OF DUTY HAS NOTI CE OF AN ADVERSE
CLAIM

(3) AN ACT OR EVENT THAT CREATES A RI GAT TO | MVEDI ATE PER-
FORVANCE OF THE PRI NCl PAL OBLI GATI ON REPRESENTED BY A SECURI TY
CERTI FI CATE OR SETS A DATE ON OR AFTER WH CH THE CERTI FI CATE | S
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TO BE PRESENTED OR SURRENDERED FOR REDEMPTI ON OR EXCHANGE DOES
NOT | TSELF CONSTI TUTE NOTI CE OF AN ADVERSE CLAI M EXCEPT I N THE
CASE OF A TRANSFER THAT MEETS EI THER OF THE FOLLOW NG

(A I'S MORE THAN 1 YEAR AFTER A DATE SET FOR PRESENTMENT OR
SURRENDER FOR REDEMPTI ON OR EXCHANGE.

(B) I'S MORE THAN 6 MONTHS AFTER A DATE SET FOR PAYMENT OF
MONEY AGAI NST PRESENTATI ON OR SURRENDER OF THE CERTI FI CATE, | F
MONEY WAS AVAI LABLE FOR PAYMENT ON THAT DATE.

(4) A PURCHASER OF A CERTI FI CATED SECURI TY HAS NOTI CE OF AN
ADVERSE CLAIM I F THE SECURI TY CERTI FI CATE APPLIES TO 1 OF THE
FOLLOW NG

(A) WHETHER | N BEARER OR REQ STERED FORM HAS BEEN | NDORSED
"FOR COLLECTI ON' OR "FOR SURRENDER' OR FOR SOME OTHER PURPOSE NOT
I NVOLVI NG TRANSFER.

(B) I'S I N BEARER FORM AND HAS ON I T AN UNAMBI GUOUS STATEMENT
THAT I T IS THE PROPERTY OF A PERSON OTHER THAN THE TRANSFEROR,
BUT THE MERE WRI TI NG OF A NAME ON THE CERTI FI CATE | S NOT' SUCH A
STATEMENT.

(5) FILING OF A FI NANCI NG STATEMENT UNDER ARTICLE 9 IS NOT
NOTI CE OF AN ADVERSE CLAI M TO A FI NANCI AL ASSET.

Sec. 8106. —Fhetaw—tnetuding—the—eonttet—of—taws—+utes-
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(1) A PURCHASER HAS CONTROL OF A CERTI FI CATED SECURI TY I N
BEARER FORM | F THE CERTI FI CATED SECURI TY | S DELI VERED TO THE
PURCHASER.

(2) A PURCHASER HAS CONTROL OF A CERTI FI CATED SECURI TY I N
REG STERED FORM | F THE CERTI FI CATED SECURI TY | S DELI VERED TO THE
PURCHASER AND | F El THER OF THE FOLLOW NG APPLI ES:

(A) THE CERTI FI CATE | S | NDORSED TO THE PURCHASER OR | N BLANK
BY AN EFFECTI VE | NDORSEMENT.

(B) THE CERTI FI CATE | S REG STERED I N THE NAME OF THE PUR-
CHASER, UPON ORI G NAL | SSUE OR REG STRATI ON OF TRANSFER BY THE
| SSUER

(3) A PURCHASER HAS CONTROL OF AN UNCERTI FI CATED SECURI TY | F
El THER OF THE FOLLOW NG APPLI ES:

(A) THE UNCERTI FI CATED SECURI TY | S DELI VERED TO THE
PURCHASER.

(B) THE | SSUER HAS AGREED THAT IT WLL COWLY W TH | NSTRUC-
TIONS ORI G NATED BY THE PURCHASER W THOUT FURTHER CONSENT BY THE
REG STERED OMNER.

(4) A PURCHASER HAS CONTROL OF A SECURITY ENTI TLEMENT I F
El THER OF THE FOLLOW NG APPLI ES:

(A) THE PURCHASER BECOVES THE ENTI TLEMENT HOLDER.

(B) THE SECURI TI ES | NTERMEDI ARY HAS AGREED THAT I T WLL
COVPLY W TH ENTI TLEMENT ORDERS ORI G NATED BY THE PURCHASER W TH-
OUT FURTHER CONSENT BY THE ENTI TLEMENT HOLDER.
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(5) I'F AN INTEREST IN A SECURI TY ENTI TLEMENT IS GRANTED BY
THE ENTI TLEMENT HOLDER TO THE ENTI TLEMENT HOLDER S OMN SECURI Tl ES
| NTERVEDI ARY, THE SECURI Tl ES | NTERVEDI ARY HAS CONTROL.

(6) A PURCHASER WHO HAS SATI SFI ED THE REQUI REMENTS OF SUB-
SECTION (3)(B) OR (4)(B) HAS CONTROL EVEN | F THE REG STERED OWNER
I N THE CASE OF SUBSECTI ON (3)(B) OR THE ENTI TLEMENT HOLDER | N THE
CASE OF SUBSECTION (4)(B) RETAINS THE RI GHT TO MAKE SUBSTI TUTI ONS
FOR THE UNCERTI FI CATED SECURI TY OR SECURI TY ENTI TLEMENT, TO ORI G
| NATE | NSTRUCTI ONS OR ENTI TLEMENT ORDERS TO THE | SSUER OR SECURI -
TI ES | NTERVEDI ARY, OR OTHERW SE TO DEAL W TH THE UNCERTI FI CATED
SECURI TY OR SECURI TY ENTI TLEMENT.

(7) AN I SSUER OR A SECURI Tl ES | NTERMEDI ARY MAY NOT ENTER
| NTO AN AGREEMENT OF THE KI ND DESCRI BED | N SUBSECTI ON (3)(B) OR
(4) (B) W THOUT THE CONSENT OF THE REG STERED OMNER OR ENTI TLEMENT
HOLDER, BUT AN | SSUER OR A SECURI TI ES | NTERMEDI ARY | S NOT
REQUI RED TO ENTER | NTO SUCH AN AGREEMENT EVEN THOUGH THE REGQ S-
TERED OAMNER OR ENTI TLEMENT HOLDER SO DI RECTS. AN | SSUER OR
SECURI TI ES | NTERMEDI ARY THAT HAS ENTERED | NTO SUCH AN AGREEMENT
'S NOT REQUI RED TO CONFI RM THE EXI STENCE OF THE AGREEMENT TO
ANOTHER PARTY UNLESS REQUESTED TO DO SO BY THE REG STERED OWNER
OR ENTI TLEMENT HOLDER.

Sec. 8107. —(3Hr—Untess—otherwse—agreed—antd—subject—to—-any
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(1) "APPROPRI ATE PERSON' MEANS 1 OR MORE OF THE FOLLOW NG

(A) W TH RESPECT TO AN | NDORSEMENT, THE PERSON SPECI FI ED BY
A SECURI TY CERTI FI CATE OR BY AN EFFECTI VE SPECI AL | NDORSEMENT TO
BE ENTI TLED TO THE SECURI TY.

(B) W TH RESPECT TO AN | NSTRUCTI ON, THE REG STERED OAWNER OF
AN UNCERTI FI CATED SECURI TY.

(C) W TH RESPECT TO AN ENTI TLEMENT ORDER, THE ENTI TLEMENT
HOLDER,

(D) | F THE PERSON DESI GNATED I N SUBDI VI SION (A), (B), OR (C
| S DECEASED, THE DESI GNATED PERSON S SUCCESSOR TAKI NG UNDER OTHER
LAW OR THE DES| GNATED PERSON S PERSONAL REPRESENTATI VE ACTI NG FOR
THE ESTATE OF THE DECEDENT.

(E) | F THE PERSON DESI GNATED I N SUBDI VI SION (A), (B), OR (C
LACKS CAPACI TY, THE DESI GNATED PERSON S GUARDI AN, CONSERVATOR, OR
OTHER SI M LAR REPRESENTATI VE WHO HAS POWER UNDER OTHER LAW TO
TRANSFER THE SECURI TY OR FI NANCI AL ASSET.
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(2) AN | NDORSEMENT, | NSTRUCTI ON, OR ENTI TLEMENT ORDER IS
EFFECTIVE IF 1 OR MORE OF THE FOLLOW NG ARE TRUE:

(A I'T IS MADE BY THE APPROPRI ATE PERSON.

(B) IT IS MADE BY A PERSON WHO HAS PONER UNDER THE LAW OF
AGENCY TO TRANSFER THE SECURI TY OR FI NANCI AL ASSET ON BEHALF OF
THE APPROPRI ATE PERSON, | NCLUDI NG |IN THE CASE OF AN | NSTRUCTI ON
OR ENTI TLEMENT ORDER, A PERSON VWHO HAS CONTROL UNDER SECTI ON
8106(3)(B) OR (4)(B).

(C THE APPROPRI ATE PERSON HAS RATI FI ED THE | NDORSEMENT,
| NSTRUCTI ON, OR ENTI TLEMENT ORDER OR | S OTHERW SE PRECLUDED FROM
ASSERTI NG | TS | NEFFECTI VENESS.

(3) AN | NDORSEMENT, | NSTRUCTI ON, OR ENTI TLEMENT ORDER MADE
BY A REPRESENTATI VE | S EFFECTI VE EVEN | F El THER OF THE FOLLOW NG
APPLI ES:

(A) THE REPRESENTATI VE HAS FAI LED TO COMPLY W TH A CONTROL-
LI NG | NSTRUVENT OR WTH THE LAW OF THE STATE HAVI NG JURI SDI CTI ON
OF THE REPRESENTATI VE RELATI ONSHI P, | NCLUDI NG ANY LAW REQUI RI NG
THE REPRESENTATI VE TO OBTAI N COURT APPROVAL OF THE TRANSACTI ON.

(B) THE REPRESENTATI VE' S ACTI ON I N MAKI NG THE | NDORSEMENT,
| NSTRUCTI ON, OR ENTI TLEMENT ORDER OR USI NG THE PROCEEDS OF THE
TRANSACTI ON | S OTHERW SE A BREACH OF DUTY.

(4) IF ASECURITY IS REA STERED I N THE NAME OF OR SPECI ALLY
| NDORSED TO A PERSON DESCRI BED AS A REPRESENTATIVE, OR IF A
SECURI TI ES ACCOUNT | S MAI NTAI NED | N THE NAME OF A PERSON
DESCRI BED AS A REPRESENTATI VE, AN | NDORSEMENT, | NSTRUCTI ON, OR
ENTI TLEMENT ORDER MADE BY THE PERSON | S EFFECTI VE EVEN THOUGH THE
PERSON | S NO LONGER SERVI NG I N THE DESCRI BED CAPACI TY.
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(5) EFFECTI VENESS OF AN | NDORSEMENT, | NSTRUCTI ON, OR

ENTI TLEMENT ORDER |'S DETERM NED AS OF THE DATE THE | NDORSEMENT,

| NSTRUCTI ON, OR ENTI TLEMENT ORDER | S MADE, AND AN | NDORSEMENT,

| NSTRUCTI ON, OR ENTI TLEMENT ORDER DOES NOT BECOME | NEFFECTI VE BY
REASON OF ANY LATER CHANGE OF Cl RCUMSTANCES.

Sec. 8108. -A-sectr+tyinterest—inan—uncertifieated—secur—

(1) A PERSON WHO TRANSFERS A CERTI FI CATED SECURI TY TO A PUR-
CHASER FOR VALUE WARRANTS TO THE PURCHASER, AND AN | NDORSER, |F
THE TRANSFER | S BY | NDORSEMENT, AND WARRANTS TO ANY SUBSEQUENT
PURCHASER ALL OF THE FOLLOW NG

(A) THE CERTI FI CATE | S GENU NE AND HAS NOT BEEN MATERI ALLY
ALTERED.

(B) THE TRANSFEROR OR | NDORSER DOES NOT KNOW CF ANY FACT
THAT M GHT | MPAIR THE VALIDI TY OF THE SECURI TY.

(© THERE IS NO ADVERSE CLAI M TO THE SECURI TY.

(D) THE TRANSFER DOES NOT VI OLATE ANY RESTRI CTI ON ON
TRANSFER.

(E) IF THE TRANSFER | S BY | NDORSEMENT, THE | NDORSEMENT | S
MADE BY AN APPROPRI ATE PERSON, OR | F THE | NDORSEMENT IS BY AN
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AGENT, THE AGENT HAS ACTUAL AUTHORI TY TO ACT ON BEHALF OF THE
APPROPRI ATE PERSON.

(F) THE TRANSFER | S OTHERW SE EFFECTI VE AND RI GHTFUL.

(2) A PERSON WHO ORI A NATES AN | NSTRUCTI ON FOR REG STRATI ON
OF TRANSFER OF AN UNCERTI FI CATED SECURI TY TO A PURCHASER FOR
VALUE WARRANTS TO THE PURCHASER ALL OF THE FOLLOW NG

(A) THE I NSTRUCTION I S MADE BY AN APPROPRI ATE PERSON, OR I F
THE | NSTRUCTI ON IS BY AN ACGENT, THE AGENT HAS ACTUAL AUTHORI TY TO
ACT ON BEHALF OF THE APPROPRI ATE PERSON.

(B) THE SECURITY IS VALID.

(C© THERE IS NO ADVERSE CLAI M TO THE SECURI TY.

(D) AT THE TIME THE | NSTRUCTI ON | S PRESENTED TO THE | SSUER,
ALL OF THE FOLLOW NG APPLY:

(1) THE PURCHASER W LL BE ENTI TLED TO THE REQ STRATI ON OF
TRANSFER.

(11) THE TRANSFER W LL BE REG STERED BY THE | SSUER FREE FROM
ALL LI ENS, SECURI TY | NTERESTS, RESTRI CTI ONS, AND CLAI M5 OTHER
THAN THOSE SPECI FI ED I N THE | NSTRUCTI ON.

(111) THE TRANSFER W LL NOT VI OLATE ANY RESTRI CTI ON ON
TRANSFER.

(1v) THE REQUESTED TRANSFER W LL OTHERW SE BE EFFECTI VE AND
RI GHTFUL.

(3) A PERSON WHO TRANSFERS AN UNCERTI FI CATED SECURI TY TO A
PURCHASER FOR VALUE AND DOES NOT ORI A NATE AN | NSTRUCTI ON | N CON-
NECTI ON W TH THE TRANSFER WARRANTS ALL OF THE FOLLOW NG

(A) THE UNCERTI FI CATED SECURI TY | S VALI D.
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(B) THERE IS NO ADVERSE CLAI M TO THE SECURI TY.

(© THE TRANSFER DCES NOT VI OLATE ANY RESTRI CTI ON ON
TRANSFER.

(D) THE TRANSFER | S OTHERW SE EFFECTI VE AND RI GHTFUL.

(4) A PERSON WHO | NDORSES A SECURI TY CERTI FI CATE WARRANTS TO
THE | SSUER BOTH OF THE FOLLOW NG

(A) THERE IS NO ADVERSE CLAI M TO THE SECURI TY.

(B) THE | NDORSEMENT | S EFFECTI VE.

(5) A PERSON WHO ORI A NATES AN | NSTRUCTI ON FOR REG STRATI ON
OF TRANSFER OF AN UNCERTI FI CATED SECURI TY WARRANTS TO THE | SSUER
BOTH OF THE FOLLOW NG

(A) THE | NSTRUCTI ON | S EFFECTI VE.

(B) AT THE TIME THE | NSTRUCTI ON | S PRESENTED TO THE | SSUER,
THE PURCHASER W LL BE ENTI TLED TO THE REQ STRATI ON OF TRANSFER

(6) A PERSON WHO PRESENTS A CERTI FI CATED SECURI TY FOR REQ S-
TRATI ON OF TRANSFER OR FOR PAYMENT OR EXCHANGE WARRANTS TO THE
| SSUER THAT THE PERSON IS ENTI TLED TO THE REG STRATI ON, PAYMENT,
OR EXCHANGE, BUT A PURCHASER FOR VALUE AND W THOUT NOTI CE OF
ADVERSE CLAI M5 TO WHOM TRANSFER | S REG STERED WARRANTS ONLY THAT
THE PERSON HAS NO KNOALEDGE OF ANY UNAUTHORI ZED SI GNATURE I N A
NECESSARY | NDORSEMENT.

(7) I'F A PERSON ACTS AS AGENT OF ANOTHER I N DELI VERI NG A
CERTI FI CATED SECURI TY TO A PURCHASER, THE | DENTI TY OF THE PRI NCI -
PAL WAS KNOWN TO THE PERSON TO WHOM THE CERTI FI CATE WAS DELI V-
ERED, AND THE CERTI FI CATE DELI VERED BY THE AGENT WAS RECEI VED BY
THE AGENT FROM THE PRI NCI PAL OR RECEI VED BY THE AGENT FROM
ANOTHER PERSON AT THE DI RECTI ON OF THE PRI NClI PAL, THE PERSON
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DELI VERI NG THE SECURI TY CERTI FI CATE WARRANTS ONLY THAT THE

DELI VERI NG PERSON HAS AUTHORI TY TO ACT FOR THE PRI NClI PAL AND DCES
NOT KNOW OF ANY ADVERSE CLAI M TO THE CERTI FI CATED SECURI TY.

(8) A SECURED PARTY WHO REDELI VERS A SECURI TY CERTI FI CATE
RECEI VED, OR AFTER PAYMENT AND ON ORDER OF THE DEBTOR DELI VERS
THE SECURI TY CERTI FI CATE TO ANOTHER PERSON, MAKES ONLY THE WAR-
RANTI ES OF AN AGENT UNDER SUBSECTI ON (7).

(9) EXCEPT AS OTHERW SE PROVI DED I N SUBSECTION (7), A BRCKER
ACTI NG FOR A CUSTOMER MAKES TO THE | SSUER AND A PURCHASER THE
WARRANTI ES PROVI DED I N SUBSECTIONS (1) THROUGH (6). A BROKER
THAT DELI VERS A SECURI TY CERTI FI CATE TO I TS CUSTOVER, OR CAUSES
| TS CUSTOVER TO BE REQ STERED AS THE OMNER OF AN UNCERTI FI CATED
SECURI TY, MAKES TO THE CUSTOVER THE WARRANTI ES PROVI DED | N SUB-
SECTION (1) OR (2), AND THAT BROKER HAS THE RI GHTS AND PRI VI LEGES
OF A PURCHASER UNDER THI S SECTI ON. THE WARRANTI ES OF AND I N
FAVOR OF THE BROKER ACTI NG AS AN AGENT ARE I N ADDI TI ON TO APPLI -
CABLE WARRANTI ES G VEN BY AND I N FAVOR OF THE CUSTOVER.

SEC. 8109. (1) A PERSON WHO ORI G NATES AN ENTI TLEMENT ORDER
TO A SECURI TI ES | NTERMEDI ARY WARRANTS TO THE SECURI TI ES | NTERME-
DI ARY BOTH OF THE FOLLOW NG

(A) THE ENTI TLEMENT ORDER | S MADE BY AN APPROPRI ATE PERSON,
OR I F THE ENTI TLEMENT ORDER | S BY AN AGENT, THE AGENT HAS ACTUAL
AUTHORI TY TO ACT ON BEHALF OF THE APPROPRI ATE PERSON.

(B) THERE IS NO ADVERSE CLAI M TO THE SECURI TY ENTI TLEMENT.

(2) A PERSON WHO DELI VERS A SECURI TY CERTI FI CATE TO A SECUR-
| TIES | NTERMEDI ARY FOR CREDI T TO A SECURI TI ES ACCOUNT OR
ORI G NATES AN | NSTRUCTI ON W TH RESPECT TO AN UNCERTI FI CATED
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SECURI TY DI RECTI NG THAT THE UNCERTI FI CATED SECURI TY BE CREDI TED
TO A SECURI TI ES ACCOUNT MAKES TO THE SECURI Tl ES | NTERVEDI ARY THE
WARRANTI ES SPECI FI ED | N SECTI ON 8108(1) (A) OR (2)(B).

(3) IF A SECURI TI ES | NTERVEDI ARY DELI VERS A SECURI TY CERTI F-
| CATE TO I TS ENTI TLEMENT HOLDER OR CAUSES | TS ENTI TLEMENT HOLDER
TO BE REA STERED AS THE OMNER OF AN UNCERTI FI CATED SECURI TY, THE
SECURI TI ES | NTERMEDI ARY MAKES TO THE ENTI TLEMENT HOLDER THE WAR-
RANTI ES SPECI FI ED | N SECTI ON 8108(1) (A) OR (2)(B).

SEC. 8110. (1) THE LAWOCF THE | SSUER S JURI SDI CTI ON, AS
SPECI FI ED I N SUBSECTI ON (4), GOVERNS ALL OF THE FOLLOW NG

(A) THE VALIDITY OF A SECURITY.

(B) THE RI GHTS AND DUTIES OF THE | SSUER W TH RESPECT TO REG
| STRATI ON OF TRANSFER.

(C) THE EFFECTI VENESS OF REGQ STRATI ON OF TRANSFER BY THE
| SSUER

(D) WHETHER THE | SSUER ONES ANY DUTI ES TO AN ADVERSE CLAI M
ANT TO A SECURI TY.

(E) WHETHER AN ADVERSE CLAI M CAN BE ASSERTED AGAI NST A
PERSON TO WHOM TRANSFER OF A CERTI FI CATED OR UNCERTI FI CATED
SECURI TY | S REA STERED OR A PERSON WHO OBTAI NS CONTROL OF AN
UNCERTI FI CATED SECURI TY.

(2) THE LAW OF THE SECURI Tl ES | NTERMEDI ARY' S JURI SDI CTI ON,
AS SPECI FI ED I N SUBSECTI ON (5), GOVERNS ALL OF THE FOLLOW NG

(A) ACQUI SITION OF A SECURI TY ENTI TLEMENT FROM THE SECURI -
TI ES | NTERVMEDI ARY.

(B) THE RI GHTS AND DUTI ES OF THE SECURI TI ES | NTERVEDI ARY AND
ENTI TLEMENT HOLDER ARI SI NG QUT OF A SECURI TY ENTI TLEMENT.
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(C© WHETHER THE SECURI Tl ES | NTERMVEDI ARY OWES ANY DUTI ES TO
AN ADVERSE CLAI MANT TO A SECURI TY ENTI TLEMENT.

(D) WHETHER AN ADVERSE CLAI M CAN BE ASSERTED AGAI NST A
PERSON WHO ACQUI RES A SECURI TY ENTI TLEMENT FROM THE SECURI Tl ES
| NTERVEDI ARY OR A PERSON WHO PURCHASES A SECURI TY ENTI TLEMENT OR
| NTEREST THEREI N FROM AN ENTI TLEMENT HOLDER.

(3) THE LAWOF THE JURI SDI CTION I N WHI CH A SECURI TY CERTI FI -
CATE | S LOCATED AT THE TI ME OF DELI VERY GOVERNS WHETHER AN
ADVERSE CLAI M CAN BE ASSERTED AGAI NST A PERSON TO WHOM THE SECUR-
| TY CERTI FI CATE | S DELI VERED.

(4) "ISSUER S JURI SDI CTI ON' MEANS THE JURI SDI CTlI ON UNDER
VWH CH THE | SSUER OF THE SECURITY IS ORGANI ZED OR, | F PERM TTED BY
THE LAW OF THAT JURI SDI CTI ON, THE LAW OF ANOTHER JURI SDI CTl ON
SPECI FI ED BY THE | SSUER. AN | SSUER ORGANI ZED UNDER THE LAW OF
THI S STATE MAY SPECI FY THE LAW OF ANOTHER JURI SDI CTI ON AS THE LAW
GOVERNI NG THE MATTERS SPECI FI ED | N SUBSECTI ON (1) (B) THROUGH
(E).

(5) THE FOLLOW NG RULES DETERM NE A " SECURI Tl ES
| NTERVEDI ARY' S JURI SDI CTI ON' FOR THE PURPOSES OF THI S SECTI ON:

(A) | F AN AGREEMENT BETWEEN THE SECURI TI ES | NTERMEDI ARY AND
| TS ENTI TLEMENT HOLDER SPECI FI ES THAT IT IS GOVERNED BY THE LAW
OF A PARTI CULAR JURI SDI CTI ON, THAT JURI SDI CTION | S THE SECURI Tl ES
| NTERVEDI ARY' S JURI SDI CTI ON.

(B) I'F AN AGREEMENT BETWEEN THE SECURI TI ES | NTERMEDI ARY AND
| TS ENTI TLEMENT HOLDER DOES NOT SPECI FY THE GOVERNI NG LAW AS PRO
VIDED I N SUBDI VI SION (A), BUT EXPRESSLY SPECI FI ES THAT THE
SECURI TI ES ACCOUNT |'S MAI NTAI NED AT AN OFFI CE I N A PARTI CULAR
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JURI SDI CTI ON, THAT JURI SDI CTION I S THE SECURI TI ES | NTERMEDI ARY' S
JURI SDI CTI ON.

(O | F AN AGREEMENT BETWEEN THE SECURI TI ES | NTERMEDI ARY AND
| TS ENTI TLEMENT HOLDER DOES NOT SPECI FY A JURI SDI CTI ON AS PRO-
VIDED I N SUBDI VI SION (A) OR (B), THE SECURI TI ES | NTERVEDI ARY' S
JURISDICTION IS THE JURI SDICTION IN WHICH I S LOCATED THE OFFI CE
| DENTI FI ED I N AN ACCOUNT STATEMENT AS THE OFFI CE SERVI NG THE
ENTI TLEMENT HOLDER S ACCOUNT.

(D) I'F AN AGREEMENT BETWEEN THE SECURI TI ES | NTERMEDI ARY AND

| TS ENTI TLEMENT HOLDER DOES NOT SPECI FY A JURI SDI CTI ON AS PRO-
VI DED I N SUBDI VI SION (A) OR (B) AND AN ACCOUNT STATEMENT DOES NOT
| DENTI FY AN OFFI CE SERVI NG THE ENTI TLEMENT HOLDER S ACCOUNT AS
PROVI DED I N SUBDI VI SION (C), THE SECURI TI ES | NTERVEDI ARY' S JURI S-
DICTION IS THE JURI SDI CTION IN WHI CH | S LOCATED THE CHI EF EXECU-
TI VE OFFI CE OF THE SECURI TI ES | NTERMEDI ARY.

(6) A SECURITIES | NTERVEDI ARY' S JURI SDI CTI ON | S NOT DETER-

M NED BY THE PHYSI CAL LOCATI ON OF CERTI FI CATES REPRESENTI NG

FI NANCI AL ASSETS, OR BY THE JURI SDICTION I N WHICH | S ORGANI ZED
THE | SSUER OF THE FI NANCI AL ASSET W TH RESPECT TO VWHI CH AN ENTI -
TLEMENT HOLDER HAS A SECURI TY ENTI TLEMENT, OR BY THE LOCATI ON OF
FACI LI TI ES FOR DATA PROCESSI NG OR OTHER RECORD KEEPI NG CONCERNI NG
THE ACCOUNT.

SEC. 8111. A RULE ADOPTED BY A CLEARI NG CORPORATI ON GOVERN-
| NG RI GHTS AND OBLI GATI ONS AMONG THE CLEARI NG CORPCORATI ON AND I TS
PARTI Cl PANTS I N THE CLEARI NG CORPORATI ON | S EFFECTI VE EVEN | F THE
RULE CONFLI CTS WTH THI S ACT AND AFFECTS ANOTHER PARTY WHO DOES
NOT CONSENT TO THE RULE.
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SEC. 8112. (1) THE I NTEREST OF A DEBTOR I N A CERTI FI CATED
SECURI TY MAY BE REACHED BY A CREDI TOR ONLY BY ACTUAL SEI ZURE OF
THE SECURI TY CERTI FI CATE BY THE OFFI CER MAKI NG THE ATTACHVENT OR
LEVY, EXCEPT AS OTHERW SE PROVI DED I N SUBSECTION (4). HOWEVER, A
CERTI FI CATED SECURI TY FOR WHI CH THE CERTI FI CATE HAS BEEN SURREN-
DERED TO THE | SSUER MAY BE REACHED BY A CREDI TOR BY LEGAL PROCESS
UPON THE | SSUER.

(2) THE I NTEREST OF A DEBTOR I N AN UNCERTI FI CATED SECURI TY
MAY BE REACHED BY A CREDI TOR ONLY BY LEGAL PROCESS UPON THE
| SSUER AT | TS CH EF EXECUTI VE OFFI CE I N THE UNI TED STATES, EXCEPT
AS OTHERW SE PROVI DED I N SUBSECTI ON (4).

(3) THE I NTEREST OF A DEBTOR IN A SECURI TY ENTI TLEMENT NAY
BE REACHED BY A CREDI TOR ONLY BY LEGAL PROCESS UPON THE SECURI -
TI ES | NTERVEDI ARY W TH WHOM THE DEBTOR S SECURI TI ES ACCOUNT | S
MAI NTAI NED, EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (4).

(4) THE | NTEREST OF A DEBTOR I N A CERTI FI CATED SECURI TY FOR
VWH CH THE CERTI FI CATE IS I N THE POSSESSI ON OF A SECURED PARTY, OR
I N AN UNCERTI FI CATED SECURI TY REA STERED I N THE NAME OF A SECURED
PARTY, OR A SECURI TY ENTI TLEMENT MAI NTAI NED | N THE NAME CF A
SECURED PARTY, MAY BE REACHED BY A CREDI TOR BY LEGAL PROCESS UPON
THE SECURED PARTY.

(5) A CREDI TOR WHOSE DEBTOR | S THE OWNER OF A CERTI FI CATED
SECURI TY, UNCERTI FI CATED SECURI TY, OR SECURI TY ENTI TLEMENT | S
ENTI TLED TO AID FROM A COURT OF COVPETENT JURI SDI CTI ON, BY
I NJUNCTI ON OR OTHERW SE, | N REACHI NG THE CERTI FI CATED SECURI TY,
UNCERTI FI CATED SECURI TY, OR SECURI TY ENTI TLEMENT OR I N SATI SFYI NG
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THE CLAI M BY MEANS ALLOANED AT LAWOR IN EQUI TY I N REGARD TO
PROPERTY THAT CANNOT READI LY BE REACHED BY OTHER LEGAL PROCESS.

SEC. 8113. A CONTRACT OR MODI FI CATI ON OF A CONTRACT FOR THE
SALE OR PURCHASE OF A SECURITY IS ENFORCEABLE WHETHER OR NOT
THERE IS A VWRI TI NG SI GNED OR RECORD AUTHENTI CATED BY A PARTY
AGAI NST WHOM ENFORCEMENT | S SOUGHT, EVEN | F THE CONTRACT OR MODI -
FI CATION | S NOT CAPABLE OF PERFORMANCE WTHIN 1 YEAR OF I TS
MAKI NG

SEC. 8114. THE FOLLOW NG RULES APPLY I N AN ACTI ON ON A CER-
TI FI CATED SECURI TY AGAI NST THE | SSUER:

(A) UNLESS SPECI FI CALLY DENI ED I N THE PLEADI NGS, EACH SI GNA-
TURE ON A SECURI TY CERTI FI CATE OR I N A NECESSARY | NDORSEMENT | S
ADM TTED.

(B) I'F THE EFFECTI VENESS OF A SIGNATURE IS PUT I N | SSUE, THE
BURDEN OF ESTABLI SHI NG EFFECTI VENESS |'S ON THE PARTY CLAI M NG
UNDER THE SI GNATURE, BUT THE SI GNATURE IS PRESUMED TO BE CGENUI NE
OR AUTHORI ZED.

(O IF SIGNATURES ON A SECURI TY CERTI FI CATE ARE ADM TTED OR
ESTABLI SHED, PRODUCTI ON OF THE CERTI FI CATE ENTI TLES A HOLDER TO
RECOVER ON | T UNLESS THE DEFENDANT ESTABLI SHES A DEFENSE OR A
DEFECT GO NG TO THE VALIDI TY OF THE SECURI TY.

(D) IFIT IS SHOAN THAT A DEFENSE OR DEFECT EXI STS, THE
PLAI NTI FF HAS THE BURDEN OF ESTABLI SHI NG THAT THE PLAI NTI FF OR
SOVE PERSON UNDER WHOM THE PLAI NTI FF CLAIMS | S A PERSON AGAI NST
VWHOM THE DEFENSE OR DEFECT CANNOT BE ASSERTED.

SEC. 8115. A SECURI TI ES | NTERMEDI ARY THAT HAS TRANSFERRED A
FI NANCI AL ASSET PURSUANT TO AN EFFECTI VE ENTI TLEMENT ORDER, OR A
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BROKER OR OTHER AGENT OR BAI LEE THAT HAS DEALT W TH A FI NANCI AL
ASSET AT THE DI RECTION OF | TS CUSTOVER OR PRI NCI PAL, IS NOT
LI ABLE TO A PERSON HAVI NG AN ADVERSE CLAI M TO THE FI NANCI AL
ASSET, UNLESS THE SECURI Tl ES | NTERVEDI ARY, OR BROKER OR OTHER
AGENT OR BAILEE DID 1 OR MORE OF THE FOLLOW NG

(A) TOOK THE ACTION AFTER I T HAD BEEN SERVED W TH AN | NJUNC-
TI ON, RESTRAI NI NG ORDER, OR OTHER LEGAL PROCESS ENJO NI NG | T FROM
DA NG SO, | SSUED BY A COURT OF COMPETENT JURI SDI CTlI ON, AND HAD A
REASONABLE OPPORTUNI TY TO ACT ON THE | NJUNCTI ON, RESTRAI NI NG
ORDER, OR OTHER LEGAL PROCESS.

(B) ACTED IN COLLUSI ON W TH THE WRONGDCER I N VI OLATI NG THE
RI GHTS OF THE ADVERSE CLAI MANT.

(© IN THE CASE OF A SECURI TY CERTI FI CATE THAT HAS BEEN
STOLEN, ACTED W TH NOTI CE OF THE ADVERSE CLAI M

SEC. 8116. A SECURI TI ES | NTERMEDI ARY THAT RECEI VES A FI NAN-
Cl AL ASSET AND ESTABLI SHES A SECURI TY ENTI TLEMENT TO THE FI NAN-
Cl AL ASSET I N FAVOR OF AN ENTI TLEMENT HOLDER IS A PURCHASER FOR
VALUE OF THE FI NANCI AL ASSET. A SECURI TI ES | NTERMEDI ARY THAT
ACQUI RES A SECURI TY ENTI TLEMENT TO A FI NANCI AL ASSET FROM ANOTHER
SECURI TI ES | NTERMEDI ARY ACQUI RES THE SECURI TY ENTI TLEMENT FOR
VALUE | F THE SECURI TI ES | NTERVEDI ARY ACQUI RI NG THE SECURI TY ENTI -
TLEMENT ESTABLI SHES A SECURI TY ENTI TLEMENT TO THE FI NANCI AL ASSET
| N FAVOR OF AN ENTI TLEMENT HOLDER.

Sec. 8201. (P —Wthrespeet—toobtgattons—en—-or—defenses
eyt i el ho:

o)t o I | oo o I

e I . otd I I . . ’
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(1) WTH RESPECT TO AN OBLI GATI ON ON OR A DEFENSE TO A
SECURI TY, AN "I SSUER' | NCLUDES A PERSON THAT DOES 1 OR MORE OF
THE FOLLOW NG

(A) PLACES OR AUTHORI ZES THE PLACING OF I TS NAME ON A
SECURI TY CERTI FI CATE, OTHER THAN AS AUTHENTI CATI NG TRUSTEE,
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REG STRAR, TRANSFER AGENT, OR SI M LAR PERSCON, TO EVI DENCE A
SHARE, PARTI CI PATI ON, OR OTHER I NTEREST IN I TS PROPERTY OR I N AN
ENTERPRI SE, OR TO EVIDENCE | TS DUTY TO PERFORM AN OBLI GATI ON REP-
RESENTED BY THE CERTI FI CATE.

(B) CREATES A SHARE, PARTI ClI PATION, OR OTHER I NTEREST IN ITS
PROPERTY OR I N AN ENTERPRI SE, OR UNDERTAKES AN OBLI GATI ON, THAT
I S AN UNCERTI FI CATED SECURI TY.

(C© DI RECTLY OR I NDI RECTLY CREATES A FRACTI ONAL | NTEREST I N
I TS RIGHTS OR PROPERTY, |F THE FRACTI ONAL | NTEREST | S REPRESENTED
BY A SECURI TY CERTI FI CATE.

(D) BECOVES RESPONSI BLE FOR, OR I N PLACE OF, ANOTHER PERSON
DESCRI BED AS AN | SSUER I N THI S SECTI ON.

(2) WTH RESPECT TO AN OBLI GATI ON ON OR DEFENSE TO A SECURI -
TY, A GUARANTOR IS AN | SSUER TO THE EXTENT OF I TS GUARANTY,
VWHETHER OR NOT | TS OBLI GATION | S NOTED ON A SECURI TY
CERTI FI CATE.

(3) WTH RESPECT TO A REG STRATI ON OF A TRANSFER, | SSUER
MEANS A PERSON ON WHOSE BEHALF TRANSFER BOOKS ARE MAI NTAI NED.

Sec. 8202. —(hHEven—agatnst—apurechaser—for—valdve—and
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- eh—t e I I ) I
sectr+ty—

et . . bei | I' ) N
(1) EVEN AGAI NST A PURCHASER FOR VALUE AND W THOUT NOTI CE,

THE TERMS OF A CERTI FI ED SECURI TY | NCLUDE TERMS STATED ON THE
CERTI FI CATE AND TERMS MADE PART OF THE SECURI TY BY REFERENCE ON
THE CERTI FI CATE TO ANOTHER | NSTRUMENT, | NDENTURE, OR DOCUMENT OR
TO A CONSTI TUTI ON, STATUTE, ORDI NANCE, RULE, REGULATION, OR
ORDER, TO THE EXTENT THE TERMS REFERRED TO DO NOT CONFLI CT W TH
TERMS STATED ON THE CERTI FI CATE. A REFERENCE UNDER THI S SUBSEC-
TI ON DOES NOT' OF | TSELF CHARGE A PURCHASER FOR VALUE W TH NOTI CE
OF A DEFECT GO NG TO THE VALIDI TY OF THE SECURI TY, EVEN I F THE
CERTI FI CATE EXPRESSLY STATES THAT A PERSON ACCEPTING IT ADM TS
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NOTI CE. THE TERVSE OF AN UNCERTI FI CATED SECURI TY | NCLUDE THOSE
STATED I N ANY | NSTRUMENT, | NDENTURE, OR DOCUMENT OR I N A CONSTI -
TUTI ON, STATUTE, ORDI NANCE, RULE, REGULATI ON, ORDER, OR THE LI KE,
PURSUANT TO WHI CH THE SECURI TY | S | SSUED.

(2) THE FOLLOW NG RULES APPLY I F AN | SSUER ASSERTS THAT A
SECURI TY | S NOT VALI D:

(A) A SECURI TY OTHER THAN ONE | SSUED BY A GOVERNMENT OR GOV-
ERNMVENTAL SUBDI VI SI ON, AGENCY, OR | NSTRUVENTALI TY, EVEN THOUGH
| SSUED WTH A DEFECT GO NG TO I TS VALIDITY, IS VALID I N THE HANDS
OF A PURCHASER FOR VALUE AND W THOUT NOTI CE OF THE PARTI CULAR
DEFECT UNLESS THE DEFECT | NVOLVES A VI OLATI ON OF A CONSTI TUTI ONAL
PROVI SION. I N THAT CASE, THE SECURITY IS VALID IN THE HANDS CF A
PURCHASER FOR VALUE AND W THOUT NOTI CE OF THE DEFECT, OTIHER THAN
ONE WHO TAKES BY ORI G NAL | SSUE.

(B) SUBDI VI SION (A) APPLIES TO AN | SSUER THAT IS A GOVERN-
MENT OR GOVERNMENTAL SUBDI VI SI ON, AGENCY, OR | NSTRUMENTALI TY ONLY
| F THERE HAS BEEN SUBSTANTI AL COMPLI ANCE W TH THE LEGAL REQUI RE-
MENTS GOVERNI NG THE | SSUER OR THE | SSUER HAS RECEI VED A SUBSTAN-
TI AL CONSI DERATI ON FOR THE | SSUE AS A WHOLE OR FOR THE PARTI CULAR
SECURI TY AND A STATED PURPCSE OF THE I SSUE | S ONE FOR WHI CH THE
| SSUER HAS PONER TO BORROW MONEY OR | SSUE THE SECURI TY.

(3) EXCEPT AS OTHERW SE PROVI DED I N SECTI ON 8205, LACK OF
GENUI NENESS OF A CERTI FI CATED SECURI TY | S A COVWLETE DEFENSE,
EVEN AGAI NST A PURCHASER FOR VALUE AND W THOUT NOTI CE.

(4) ALL OTHER DEFENSES OF THE | SSUER OF A SECURI TY, | NCLUD-
| NG NONDELI VERY AND CONDI TI ONAL DELI VERY OF A CERTI FI CATED
SECURI TY, ARE | NEFFECTI VE AGAI NST A PURCHASER FOR VALUE WHO HAS
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TAKEN THE CERTI FI CATED SECURI TY W THOUT NOTI CE OF THE PARTI CULAR
DEFENSE.

(5) THI S SECTI ON DOCES NOT AFFECT THE RI GHT OF A PARTY TO
CANCEL A CONTRACT FOR A SECURITY "WHEN, AS AND | F | SSUED' OR
"WHEN DI STRI BUTED" I N THE EVENT OF A MATERI AL CHANGE | N THE CHAR-
ACTER OF THE SECURI TY THAT IS THE SUBJECT TO THE CONTRACT OR I N
THE PLAN OR ARRANGEMENT PURSUANT TO WHICH THE SECURITY IS TO BE
| SSUED OR DI STRI BUTED.

(6) IF A SECURITY IS HELD BY A SECURI Tl ES | NTERVEDI ARY
AGAI NST WHOM AN ENTI TLEMENT HOLDER HAS A SECURI TY ENTI TLEMENT
W TH RESPECT TO THE SECURI TY, THE | SSUER MAY NOT ASSERT ANY
DEFENSE THAT THE | SSUER COULD NOT ASSERT | F THE ENTI TLEMENT
HOLDER HELD THE SECURI TY DI RECTLY.

Sec. 8203. —(iP—AHter—an—act—or—event—ereatinga++ght—to
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tb—the—act—or—event—+snot—coveredby subdiviston—{ar—and
the—purchaser—takes—the——securityorethan—2years—after—thedate
set—for—surrender—or—presentation—or—the—date—on—whiech—per—
ferrance—becare—tdue—

2—AcaH—that—has—beenrevoked+snot—wthtn—subseetion
4)— AFTER AN ACT OR EVENT, OTHER THAN A CALL THAT HAS BEEN
REVCOKED, CREATING A RI GHT TO | MVEDI ATE PERFORMANCE OF THE PRI NCI -
PAL OBLI GATI ON REPRESENTED BY A CERTI FI CATED SECURI TY OR SETTI NG
A DATE ON OR AFTER WHI CH THE SECURI TY IS TO BE PRESENTED OR SUR-
RENDERED FOR REDEMPTI ON OR EXCHANGE, A PURCHASER | S CHARGED W TH
NOTI CE OF ANY DEFECT IN ITS | SSUE OR DEFENSE OF THE | SSUER, |F
THE ACT OR EVENT:

(A) REQUI RES THE PAYMENT OF MONEY, THE DELI VERY OF A CERTI F-
| CATED SECURI TY, THE REAQ STRATI ON OF TRANSFER OF AN UNCERTI FI -
CATED SECURI TY, OR ANY OF THEM ON PRESENTATI ON OR SURRENDER OF
THE SECURI TY CERTI FI CATE, THE MONEY OR SECURI TY | S AVAI LABLE ON
THE DATE SET FOR PAYMENT OR EXCHANGE, AND THE PURCHASER TAKES THE
SECURI TY MORE THAN 1 YEAR AFTER THAT DATE.

(B) I'S NOT COVERED BY SUBDI VI SION (A) AND THE PURCHASER
TAKES THE SECURI TY MORE THAN 2 YEARS AFTER THE DATE SET FOR SUR-
RENDER OR PRESENTATI ON OR THE DATE ON VWH CH PERFORVMANCE BECANME
DUE.

Sec. 8204. A restriction on transfer of a security inposed
by the issuer, even though otherwise lawful, is ineffective
agai nst a person w thout —aetuat— know edge of the restriction

unl ess:

01314' 97 (S-1) R-1



© 00 N o O b~ W DN P

N N NN NNDNRRERRRR R R R R
o o0~ WO NP O © 0N O O W N P O

SB0299, As Passed House, May 20, 1998

Senate Bill No. 299 43

(a) —the— THE security is certificated and the restriction
is noted conspicuously on the certificate. ——o+r—

(b) —the— THE security is uncertificated and —anotat+on—of

owner—or—the—+egistered—pledgee— THE REG STERED OMNER HAS BEEN
NOTI FI ED OF THE RESTRI CTI ON.

Sec. 8205. An unauthorized signature placed on a
—eert+ft+eated— security CERTIFI CATE —pr+or—to6— BEFORE or in the
course of issue —or—ptacetd—oen—an—itnttal—transactt+on—staterent—
is ineffective, but the signature is effective in favor of a pur-
chaser for value of the certificated security —er—a—pturehaser—fofr

vatbwe—of—an—uncertiiecated—securtty—to—whomthe—intt+a—transac—
tHon—staterent—has—been—sents— if the purchaser is wi thout notice

of the lack of authority and the signing has been done by:

(a) —an— AN authenticating trustee, registrar, transfer
agent, or other person entrusted by the issuer with the signing
of the security CERTIFICATE, OR of simlar —seetrtttes—or—of—+H—
tHat—transaction——staterents— SECURI TY CERTI FI CATES, or the inmme-
di ate preparation for signing of any of them —o+r—

(b) —an— AN enpl oyee of the issuer, or of any of the
—foregotng— PERSONS LI STED IN SUBDI VI SION (A) entrusted with
responsi bl e handl i ng of the security —er—+ntt+al—transactton
statermrent— CERTI FI CATE
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Sec. 8206. (1) If a —eert+iteated—securt+ty— SECURI TY
CERTI FI CATE contains the signatures necessary to its issue or
transfer but is inconplete in any other respect, |IT MAY BE COV
PLETED AS FOLLOWE:

(a) —any— ANY person may conplete it by filling in the
bl anks as authorized. ——ant—

(b) —ewven— EVEN though the blanks are incorrectly filled in,
the security as conpleted is enforceable by a purchaser who took
it for value and wi thout notice of the incorrectness.

(2) A conpl ete —certif+eated—secur+ty— SECURI TY CERTI FI CATE
that has been inproperly altered, even —though— | F fraudul ently,

remai ns enforceable, but only according to its original termns.
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Sec. 8207. (1) —Pr+er—toe— BEFORE due presentnent for
registration of transfer of a certificated security in registered
form OR OF AN | NSTRUCTI ON REQUESTI NG REG STRATI ON OF TRANSFER OF
AN UNCERTI FI CATED SECURI TY, the issuer or indenture trustee nmay
treat the registered owner as the person exclusively entitled to
vote, —to6— receive notifications, and otherw se —t6— exercise all
the rights and powers of an owner.

(2) —Subjeet—totheprovistons—oft—subseet+ons(3—(4)—and
6)—thet+sstuer—or—t+ndenturetrustee—ray—t+reat— TH S ARTI CLE DOES
NOT AFFECT THE LI ABILITY OF the registered owner of —an
threertiit+ecated— A security —as—theperson—exctustvely—entittedto

ghts—and—powers—of—anm—owrer— FOR A CALL, ASSESSMENT, OR THE
LI KE.

3y T . I : e I . I
, " . L ot edaei Ll o . .
: : . hed he i :
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Sec. 8208. (1) A person —ptactng—his—or—her—stgnrature—upon
e I . ol .
SI GNI NG A SECURI TY CERTI FI CATE as aut henticating trustee,
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regi strar, transfer agent, or the like, warrants to a purchaser

for value of the certificated security, —er—apurehaser—for—vatue
of—an—unecertiiecated—securtty—to—-whomthe—i+ntt+a—transaction
staterrent—has—been——sents— if the purchaser is wthout notice of
the particul ar defect, that:

(a) —the—certiitecated—securtty—or—inttia—transaction
staterrent— THE CERTI FI CATE i s genui ne. ——

(b) —his—oe+r—her— THE PERSON S own participation in the issue
—ofr—t+egtstrat+on—ofthe—transter—ptedge—or—retease— of the
security is within —his—er—her— THE PERSON S capacity and within
the scope of the authority received by —hitmoer—her— THE PERSON
fromthe issuer. ——ant—

(c) —he—oer—she— THE PERSON has reasonabl e grounds to believe
t hat the CERTI FI CATED security is in the formand within the
anount the issuer is authorized to issue.

(2) Unless otherw se agreed, a person —by—so—ptactngh+s—or
her—stgnrature— S| GNI NG UNDER SUBSECTI ON (1) does not assune
responsibility for the validity of the security in other

respects.
SEC. 8210. (1) IN THI'S SECTI ON, "OVERI SSUE" MEANS THE | SSUE
OF SECURI TIES I N EXCESS OF THE AMOUNT THE | SSUER HAS CORPCRATE

POAER TO | SSUE, BUT AN OVERI SSUE DOES NOT OCCUR | F APPROPRI ATE
ACTI ON HAS CURED THE OVERI SSUE.

(2) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ONS (3) AND (4),
THE PROVI SIONS OF THI'S ARTI CLE WHI CH VALI DATE A SECURI TY OR
COVPEL | TS | SSUE OR REI SSUE DO NOT APPLY TO THE EXTENT THAT
VALI DATI ON, | SSUE, OR REl SSUE WOULD RESULT | N OVERI SSUE.
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(3) I'F AN I DENTI CAL SECURI TY NOT CONSTI TUTI NG AN OVERI SSUE
| S REASONABLY AVAI LABLE FOR PURCHASE, A PERSON ENTI TLED TO | SSUE
OR VALI DATI ON MAY COMPEL THE | SSUER TO PURCHASE THE SECURI TY AND
DELIVER I T | F CERTI FI CATED OR REA STER I TS TRANSFER | F UNCERTI FI -
CATED, AGAI NST SURRENDER OF ANY SECURI TY CERTI FI CATE THE PERSON
HOLDS.

(4) I'F A SECURITY IS NOT REASONABLY AVAI LABLE FOR PURCHASE,
A PERSON ENTI TLED TO | SSUE OR VALI DATI ON MAY RECOVER FROM THE
| SSUER THE PRI CE THE PERSON OR THE LAST PURCHASER FOR VALUE PAI D
FOR IT WTH | NTEREST FROM THE DATE OF THE PERSON S DEMAND.

Sec. 8301. —(dH—Ypon—transter—of—asecur+tyto—apurchaser
f . N I . I e . I .
bk I : had o I o
I I I , e . o . 4y
o : : . o . e I
I i he : 1 I .
I : . . . . . I : :

L L . | ey,
(1) DELIVERY OF A CERTI FI CATED SECURI TY TO A PURCHASER

OCCURS WHEN 1 OF THE FOLLOW NG OCCURS:

(A) THE PURCHASER ACQUI RES POSSESSI ON OF THE SECURI TY
CERTI FI CATE.

(B) ANOTHER PERSQN, OTHER THAN A SECURI Tl ES | NTERVEDI ARY,
El THER ACQUI RES POSSESSI ON OF THE SECURI TY CERTI FI CATE ON BEHALF
OF THE PURCHASER OR, HAVI NG PREVI QUSLY ACQUI RED POSSESSI ON OF THE
CERTI FI CATE, ACKNOALEDGES THAT I T HOLDS FOR THE PURCHASER.
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(C© A SECURI TI ES | NTERVEDI ARY ACTI NG ON BEHALF OF THE
PURCHASER ACQUI RES POSSESSI ON OF THE SECURI TY CERTI FI CATE, ONLY
| F THE CERTIFI CATE | S I N REA STERED FORM AND HAS BEEN SPECI ALLY
| NDORSED TO THE PURCHASER BY AN EFFECTI VE | NDORSEMENT.

(2) DELIVERY OF AN UNCERTI FI CATED SECURI TY TO A PURCHASER
OCCURS WHEN EI THER OF THE FOLLOW NG OCCURS:

(A) THE | SSUER REA STERS THE PURCHASER AS THE REGQ STERED
OMNER, UPON ORI G NAL | SSUE OR REGQ STRATI ON OF TRANSFER.

(B) ANOTHER PERSQN, OTHER THAN A SECURI Tl ES | NTERVEDI ARY,
El THER BECOVES THE REG STERED OMNER OF THE UNCERTI FI CATED SECUR-
| TY ON BEHALF OF THE PURCHASER OR, HAVI NG PREVI QUSLY BECOVE THE
REG STERED OMNER, ACKNOALEDGES THAT | T HOLDS FOR THE PURCHASER.

Sec. 8302. (A ‘"benati+depurehaser—+s—apurchaser—for
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(1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ONS (2) AND (3),
UPON DELI VERY OF A CERTI FI CATED OR UNCERTI FI CATED SECURI TY TO A
PURCHASER, THE PURCHASER ACQUI RES ALL RI GHTS I N THE SECURI TY THAT
THE TRANSFEROR HAD OR HAD POWER TO TRANSFER.

(2) A PURCHASER OF A LIM TED | NTEREST ACQUI RES Rl GHTS ONLY
TO THE EXTENT OF THE | NTEREST PURCHASED.

(3) A PURCHASER OF A CERTI FI CATED SECURI TY WHO AS A PREVI OUS
HOLDER HAD NOTI CE OF AN ADVERSE CLAI M DOES NOT | MPROVE | TS POSI -
TI ON BY TAKI NG FROM A PROTECTED PURCHASER

Sec. 8303. —“Broker—reans—a person—engaged—for—at-—or—part
e . . hebus C b I L ties—w
. I . I o I . :
" . . " . " el I
. I . . el : :
I I el I . o .

(1) "PROTECTED PURCHASER' MEANS A PURCHASER OF A CERTI FI -
CATED OR UNCERTI FI CATED SECURI TY, OR OF AN I NTEREST I N A CERTI FI -
CATED OR UNCERTI FI CATED SECURI TY AND MEETS ALL OF THE FOLLOW NG

(A) G VES VALUE.

(B) DOES NOT HAVE NOTI CE OF ANY ADVERSE CLAI M TO THE
SECURI TY.
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(C) OBTAINS CONTROL OF THE CERTI FI CATED OR UNCERTI FI CATED
SECURI TY.

(2) I'N ADDI TION TO ACQUI RING THE RI GHTS OF A PURCHASER, A
PROTECTED PURCHASER ALSO ACQUI RES I TS I NTEREST IN THE SECURI TY
FREE OF ANY ADVERSE CLAI M

Sec. 8304. —(PH—Apurchaser—tnctuding—abroker—for—the
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(1) AN | NDORSEMENT MAY BE | N BLANK OR SPECI AL. AN | NDORSE-
MENT | N BLANK | NCLUDES AN | NDORSEMENT TO BEARER. A SPECI AL
| NDORSEMENT SPECI FI ES TO VHOM A SECURI TY IS TO BE TRANSFERRED OR
WHO HAS POVNER TO TRANSFER I'T. A HOLDER MAY CONVERT A BLANK
| NDORSEMENT TO A SPECI AL | NDORSEMENT.

(2) AN | NDORSEMENT PURPORTI NG TO BE ONLY OF PART OF A SECUR-
| TY CERTI FI CATE REPRESENTI NG UNI TS | NTENDED BY THE | SSUER TO BE
SEPARATELY TRANSFERABLE | S EFFECTI VE TO THE EXTENT OF THE
| NDORSEMENT.

(3) AN | NDORSEMENT, WHETHER SPECI AL OR I N BLANK, DCES NOT
CONSTI TUTE A TRANSFER UNTI L DELI VERY OF THE CERTI FI CATE ON VWHI CH
| T APPEARS OR, | F THE | NDORSEMENT IS ON A SEPARATE DOCUMENT,

UNTI L DELI VERY OF BOTH THE DOCUMENT AND THE CERTI FI CATE.

(4) IF A SECURI TY CERTI FI CATE I N REG STERED FORM HAS BEEN
DELI VERED TO A PURCHASER W THOUT A NECESSARY | NDORSEMENT, THE
PURCHASER MAY BECOVE A PROTECTED PURCHASER ONLY VWHEN THE | NDORSE-
MENT | S SUPPLI ED. HONEVER, AGAI NST A TRANSFEROR, A TRANSFER I S
COVMPLETE UPON DELI VERY AND THE PURCHASER HAS A SPECI FI CALLY
ENFORCEABLE RI GHT TO HAVE ANY NECESSARY | NDORSEMENT SUPPLI ED.
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(5) AN | NDORSEMENT OF A SECURI TY CERTI FI CATE | N BEARER FORM
MAY G VE NOTI CE OF AN ADVERSE CLAI M TO THE CERTI FI CATE, BUT IT
DOES NOT' OTHERW SE AFFECT A RI GHT TO REG STRATI ON THAT THE HOLDER
POSSESSES.

(6) UNLESS OTHERW SE AGREED, A PERSON MAKI NG AN | NDORSEMENT
ASSUMES ONLY THE OBLI GATI ONS PROVI DED IN SECTI ON 8108 AND NOT AN
OBLI GATI ON THAT THE SECURI TY W LL BE HONORED BY THE | SSUER

Sec. 8305. -An—atct—or—event—that—ecreates—arght—tot+nredt—

(1) I'F AN I NSTRUCTI ON HAS BEEN ORI G NATED BY AN APPROPRI ATE
PERSON BUT IS | NCOWLETE | N ANY OTHER RESPECT, ANY PERSON MAY
COWPLETE I'T AS AUTHORI ZED AND THE | SSUER MAY RELY ON I T AS COv
PLETED, EVEN THOUGH | T HAS BEEN COVPLETED | NCORRECTLY.

(2) UNLESS OTHERW SE AGREED, A PERSON | NI TI ATI NG AN | NSTRUC-
TI ON ASSUMES ONLY THE OBLI GATI ONS | MPOSED BY SECTI ON 8108 AND NOT
AN OBLI GATI ON THAT THE SECURI TY W LL BE HONORED BY THE | SSUER.

Sec. 8306. —(PH—Aperson—whopresents—a—certifieated
. : . . : : : I

01314' 97 (S-1) R-1



SB0299, As Passed House, May 20, 1998

Senate Bill No. 299 54

01314' 97 (S-1) R-1



SB0299, As Passed House, May 20, 1998

Senate Bill No. 299 55
1 5 I o . . I
2 tsster—that—
3 oyt e i . o I
4 on: I

01314' 97 (S-1) R-1



SB0299, As Passed House, May 20, 1998

Senate Bill No. 299 56
1 o I ) e i ) ) I e i :
5 § I : i e I ) ) :

01314' 97 (S-1) R-1



© 00 N o 0o A~ W DN P

NN N NDNNNDNRRRRR R R R B R
N o o M NP O O 0N oA WDN PP O

SB0299, As Passed House, May 20, 1998

Senate Bill No. 299 57
1 brol ) " I I e

(1) A PERSON WHO GUARANTEES A SI GNATURE OF AN | NDORSER CF A
SECURI TY CERTI FI CATE WARRANTS THAT AT THE TI ME OF SI GNI NG ALL OF
THE FOLLOW NG ARE TRUE:

(A) THE SI GNATURE WAS GENUI NE.

(B) THE SI GNER WAS AN APPROPRI ATE PERSON TO | NDORSE, OR I F
THE SI GNATURE | S BY AN AGENT, THE AGENT HAD ACTUAL AUTHORITY TO
ACT ON BEHALF OF THE APPRCPRI ATE PERSON.

(© THE SIGNER HAD LEGAL CAPACI TY TO SI G\

(2) A PERSON WHO GUARANTEES A SI GNATURE OF THE ORI G NATOR OF
AN | NSTRUCTI ON WARRANTS THAT AT THE TI ME OF SI GNI NG ALL OF THE
FOLLOW NG ARE TRUE:

(A) THE SI GNATURE WAS GENUI NE.

(B) THE SI GNER WAS AN APPROPRI ATE PERSON TO ORI G NATE THE
| NSTRUCTI ON, OR | F THE SI GNATURE | S BY AN AGENT, THE AGENT HAD
ACTUAL AUTHORI TY TO ACT ON BEHALF OF THE APPROPRI ATE PERSQN, |F
THE PERSON SPECI FI ED I N THE | NSTRUCTI ON AS THE REG STERED OANER
WAS, I N FACT, THE REQ STERED OMNER, AS TO WHI CH FACT THE SI G\A-
TURE GUARANTOR DCES NOT MAKE A WARRANTY.

(© THE SI GNER HAD LEGAL CAPACI TY TO SI G\

(3) A PERSON WHO SPECI ALLY GUARANTEES THE SI GNATURE OF AN
ORI G NATOR OF AN | NSTRUCTI ON MAKES THE WARRANTI ES OF A SI GNATURE
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GUARANTOR UNDER SUBSECTI ON (2) AND ALSO WARRANTS THAT AT THE TI ME
THE | NSTRUCTI ON | S PRESENTED TO THE | SSUER:

(A) THE PERSON SPECI FIED I N THE | NSTRUCTI ON AS THE REQ S-
TERED OMNER OF THE UNCERTI FI CATED SECURI TY W LL BE THE REGQ STERED
OMNNER.

(B) THE TRANSFER OF THE UNCERTI FI CATED SECURI TY REQUESTED I N
THE | NSTRUCTI ON W LL BE REGQ STERED BY THE | SSUER FREE FROM ALL
LI ENS, SECURI TY | NTERESTS, RESTRI CTI ONS, AND CLAI M5 OTHER THAN
THOSE SPECI FI ED I N THE | NSTRUCTI ON.

(4) A GUARANTOR UNDER SUBSECTI ONS (1) AND (2) OR A SPECI AL
GUARANTOR UNDER SUBSECTI ON (3) DOES NOT OTHERW SE WARRANT THE
Rl GHTFULNESS OF THE TRANSFER.

(5) A PERSON WHO GUARANTEES AN | NDORSEMENT OF A SECURI TY
CERTI FI CATE MAKES THE WARRANTI ES OF A SI GNATURE GUARANTOR UNDER
SUBSECTI ON (1) AND ALSO WARRANTS THE RI GHTFULNESS OF THE TRANSFER
| N ALL RESPECTS.

(6) A PERSON WHO GUARANTEES AN | NSTRUCTI ON REQUESTI NG THE
TRANSFER OF AN UNCERTI FI CATED SECURI TY MAKES THE WARRANTI ES CF A
SPECI AL SI GNATURE GUARANTOR UNDER SUBSECTI ON (3) AND ALSO WAR-
RANTS THE RI GHTFULNESS OF THE TRANSFER | N ALL RESPECTS.

(7) AN | SSUER MAY NOT REQUI RE A SPECI AL GUARANTY OF SI GNA-
TURE, A GUARANTY OF | NDORSEMENT, OR A GUARANTY OF | NSTRUCTI ON AS
A CONDI TI ON TO REAQ STRATI ON OF TRANSFER.

(8) THE WARRANTI ES UNDER THI S SECTI ON ARE MADE TO A PERSON
TAKI NG OR DEALI NG WTH THE SECURI TY I N RELI ANCE ON THE GUARANTY,
AND THE GUARANTOR IS LI ABLE TO THE PERSON FOR LOSS RESULTI NG FROM
THEI R BREACH. AN | NDORSER OR ORI G NATOR OF AN | NSTRUCTI ON WHOSE
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SI GNATURE, | NDORSEMENT, OR | NSTRUCTI ON HAS BEEN GUARANTEED 1 S

LI ABLE TO A GUARANTOR FOR ANY LOSS SUFFERED BY THE GUARANTOR AS A
RESULT OF BREACH OF THE WARRANTI ES OF THE GUARANTOR

Sec. 8307. —+H—a—eertitecated—sectrttytnregrstered—Form

stpptHet— UNLESS OTHERW SE AGREED, THE TRANSFEROR OF A SECURI TY
ON DUE DEMAND SHALL SUPPLY THE PURCHASER W TH PROOF OF AUTHORI TY
TO TRANSFER OR W TH ANY OTHER REQUI SI TE NECESSARY TO OBTAI N REG

| STRATI ON OF THE TRANSFER OF THE SECURI TY, BUT |F THE TRANSFER I S
NOT FOR VALUE, A TRANSFERCR NEED NOT COWPLY UNLESS THE PURCHASER
PAYS THE NECESSARY EXPENSES. | F THE TRANSFERCR FAILS WTH N A
REASONABLE TI ME TO COVWPLY W TH THE DEMAND, THE PURCHASER NMAY
REJECT OR RESCI ND THE TRANSFER

Sec. 8401. —(H—tH—a—eertifreated—securttyi+nregrstered
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(1) I'F A CERTIFI CATED SECURI TY I N REA STERED FORM | S
PRESENTED TO AN | SSUER W TH A REQUEST TO REG STER TRANSFER OR AN
| NSTRUCTI ON | S PRESENTED TO AN | SSUER W TH A REQUEST TO REG STER
TRANSFER OF AN UNCERTI FI CATED SECURI TY, THE | SSUER SHALL REGQ STER
THE TRANSFER AS REQUESTED | F:

(A) UNDER THE TERMS OF THE SECURI TY THE PERSON SEEKI NG REG
| STRATI ON OF TRANSFER IS ELI G BLE TO HAVE THE SECURI TY REGQ STERED
I N I TS NAME.

(B) THE | NDORSEMENT OR | NSTRUCTION | S MADE BY THE APPROPRI -
ATE PERSON OR BY AN AGENT WHO HAS ACTUAL AUTHORI TY TO ACT ON
BEHALF OF THE APPROPRI ATE PERSON.

(C) REASONABLE ASSURANCE IS G VEN THAT THE | NDORSEMENT OR
| NSTRUCTI ON | S GENUI NE AND AUTHORI ZED | N ACCORDANCE W TH SECTI ON
8402.
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(D) ANY APPLI CABLE LAW RELATI NG TO THE COLLECTI ON OF TAXES
HAS BEEN COVPLI ED W TH.

(E) THE TRANSFER DCES NOT VI OLATE ANY RESTRI CTI ON ON TRANS-
FER | MPOSED BY THE | SSUER | N ACCORDANCE W TH SECTI ON 8204.

(F) A DEMAND THAT THE | SSUER NOT REAQ STER TRANSFER HAS NOT
BECOVE EFFECTI VE UNDER SECTI ON 8403(2), OR THE | SSUER HAS COwv
PLI ED W TH SECTI ON 8403 BUT NO LEGAL PROCESS OR I NDEMNITY BOND I S
OBTAI NED AS PROVI DED I N SECTI ON 8403(4).

(G THE TRANSFER IS IN FACT RIGHTFUL OR IS TO A PROTECTED
PURCHASER.

(2) IF AN ISSUER | S UNDER A DUTY TO REA STER A TRANSFER CF A
SECURITY, THE I SSUER IS LI ABLE TO A PERSON PRESENTI NG A CERTI FI -
CATED SECURI TY OR AN | NSTRUCTI ON FOR REG STRATI ON OR TO THE
PERSON S PRI NCI PAL FOR LOSS RESULTI NG FROM UNREASONABLE DELAY I N
REG STRATI ON OR FAI LURE OR REFUSAL TO REG STER THE TRANSFER

Sec. 8402. (1) The issuer may require the foll ow ng assur-
ance that each necessary indorsenent —eof—a—certiitecated—securtty—
or each instruction —(seet+en—8368)— is genui ne and —effeetive—
AUTHORI ZED:.

(a) +nA— IN all cases, a guarantee of the signature
—(seetien—8312(H—oe+—2))— of the person —indersing—a—ecertifi—
cated—secur+ty— MAKI NG AN | NDORSEMENT or originating an instruc-
tion including, in the case of an instruction, —a—wartrantyof—the

" e . I . I I . oy
rdentt+Heat+onnurber—other— reasonabl e assurance of identity.
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(b) —+— IF the indorsenent is nade or the instruction is
originated by an agent, appropriate assurance of ACTUAL authority
to sign. ———

(c) +— IF the indorsenent is nade or the instruction is
originated by a fiduciary PURSUANT TO SECTI ON 8107(1) (D) OR (E)
appropri ate evidence of appointnent or incunbency. ——

(d) H+—= IF there is nore than 1 fiduciary, reasonable assur-
ance that all who are required to sign have done so. ——ant—

(e) +— IF the indorsenent is nade or the instruction is
originated by a person not covered by —any—of—theforegotrng—
ANOTHER PROVI SI ON OF THI S SUBSECTI ON, assurance appropriate to
the case corresponding as nearly as may be to the —feregoirng—
PROVI SI ONS OF THI S SUBSECTI ON.

(2) AN | SSUER MAY ELECT TO REQUI RE REASONABLE ASSURANCE
BEYOND THAT SPECI FIED IN THI S SECTI ON

(3) (2—A—"guarantee— AS USED IN THI S SECTI ON
(A) "GUARANTEE of the signature" —+nA—stbseetton—{3)— neans a

guarantee signed by or on behalf of a person reasonably believed
by the issuer to be responsible. The issuer nmay adopt standards
wWith respect to responsibility if the standards are not nani -
festly unreasonabl e.
(B) —3)— "Appropriate evidence of appointnent or
i ncunbency" —+n—stbseet+on—{1— neans El THER OF THE FOLLOW NG
(1) ta&—+n— INthe case of a fiduciary appointed or quali -
fied by a court, a certificate issued by or under the direction

or supervision of that court or an officer of that court and
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dated within 60 days before the date of presentation for
transfer. — , ;

(1) —b)y—+na— IN any other case, a copy of a docunent show
ing the appointnment or a certificate issued by or on behalf of a
person reasonably believed by the issuer to be responsible or, in

t he absence of that docunent or certificate, other evidence THE

| SSUER r easonabl y —deened—by—the—+ssuer—to—-be— CONSI DERED

appropriate. —TFhe+sstuer—tayadopt—standards—wthrespect—tothe
" e oy o » I e I

. . I it . . oy : I
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Lo b g I I et
I et ke I I hat elairmit

fer—or

(1) A PERSON WHO | S AN APPROPRI ATE PERSON TO MAKE AN
| NDORSEMENT COR ORI G NATE AN | NSTRUCTI ON MAY DEMAND THAT THE
| SSUER NOT' REG STER TRANSFER OF A SECURI TY BY COVMUNI CATI NG TO
THE | SSUER A NOTI FI CATI ON THAT | DENTI FI ES THE REG STERED OMNER
AND THE | SSUE OF WVHI CH THE SECURITY | S A PART AND PROVI DES AN
ADDRESS FOR COWMUNI CATI ONS DI RECTED TO THE PERSON MAKI NG THE
DEMAND. THE DEMAND IS EFFECTIVE ONLY IF I T IS RECEI VED BY THE
| SSUER AT A TIME AND I N A MANNER AFFORDI NG THE | SSUER REASONABLE
OPPORTUNI TY TO ACT ON IT.

(2) I'F A CERTIFI CATED SECURI TY I N REA STERED FORM | S
PRESENTED TO AN | SSUER W TH A REQUEST TO REG STER TRANSFER OR AN
| NSTRUCTI ON | S PRESENTED TO AN | SSUER W TH A REQUEST TO REG STER
TRANSFER OF AN UNCERTI FI CATED SECURI TY AFTER A DEMAND THAT THE
| SSUER NOT' REA STER TRANSFER HAS BECOME EFFECTI VE, THE | SSUER
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SHALL PROVPTLY COWMUNI CATE TO THE PERSON WHO I NI TI ATED THE DEMAND
AT THE ADDRESS PROVI DED I N THE DEMAND AND THE PERSON WHO
PRESENTED THE SECURI TY FOR REGQ STRATI ON OF TRANSFER OR | NI TI ATED
THE | NSTRUCTI ON REQUESTI NG REG STRATI ON OF TRANSFER A NOTI FI CA-

TI ON STATI NG ALL OF THE FOLLOW NG

(A) THE CERTI FI CATED SECURI TY HAS BEEN PRESENTED FOR REGQ S-
TRATI ON OF TRANSFER OR | NSTRUCTI ON FOR REG STRATI ON OF TRANSFER
OF UNCERTI FI CATED SECURI TY HAS BEEN RECEI VED.

(B) A DEMAND THAT THE | SSUER NOT REAQ STER TRANSFER HAD PRE-
VI QUSLY BEEN RECEI VED.

(© THE | SSUER W LL W THHOLD REG STRATI ON OF TRANSFER FOR A
PERI OD OF TI ME STATED I N THE NOTI FI CATI ON I N ORDER TO PROVI DE THE
PERSON WHO | NI TI ATED THE DEMAND AN OPPORTUNI TY TO OBTAI N LEGAL
PROCESS OR AN | NDEMNI TY BOND.

(3) THE PERI OD DESCRI BED | N SUBSECTI ON (2) (C) MAY NOT EXCEED
30 DAYS AFTER THE DATE OF COVMUNI CATI ON OF THE NOTI FI CATION. A
SHORTER PERI OD MAY BE SPECI FI ED BY THE ISSUER IF I T IS NOI' MANI -
FESTLY UNREASONABLE.

(4) AN ISSUER IS NOT LI ABLE TO A PERSON WHO | NI TI ATED A
DEMAND THAT THE | SSUER NOT REG STER TRANSFER FOR ANY LOSS THE
PERSON SUFFERS AS A RESULT OF REQ STRATI ON OF A TRANSFER PURSUANT
TO AN EFFECTI VE | NDORSEMENT OR I NSTRUCTION | F THE PERSON WHO | NI -
TI ATED THE DEMAND DOES NOT, WTH N THE TI ME STATED I N THE
| SSUER S COVMUNI CATI ON, DO EI THER OF THE FOLLOW NG

(A) OBTAI N AN APPROPRI ATE RESTRAI NI NG ORDER, | NJUNCTI ON, OR
OTHER PROCESS FROM A COURT OF COVPETENT JURI SDI CTI ON ENJO NI NG
THE | SSUER FROM REG STERI NG THE TRANSFER
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(B) FILE WTH THE | SSUER AN | NDEWMNI TY BOND, SUFFI CI ENT I N
THE | SSUER S JUDGVENT TO PROTECT THE | SSUER AND ANY TRANSFER
AGENT, REGQ STRAR, OR OTHER AGENT OF THE | SSUER | NVOLVED FROM ANY
LOSS IT OR THEY MAY SUFFER BY REFUSI NG TO REG STER THE TRANSFER.

(5) THI' S SECTI ON DCES NOT RELI EVE AN | SSUER FROM LI ABI LI TY
FOR REG STERI NG TRANSFER PURSUANT TO AN | NDORSEMENT OR | NSTRUC-
TI ON THAT WAS NOT EFFECTI VE.

Sec. 8404. —(1P—Except—as—rprovided—+n—anytawtretattng—to
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(1) EXCEPT AS OTHERW SE PROVI DED I N SECTI ON 8406, AN | SSUER

| S LI ABLE FOR WRONGFUL REQ STRATI ON OF TRANSFER | F THE | SSUER HAS
REG STERED A TRANSFER OF A SECURI TY TO A PERSON NOT ENTI TLED TO

| T, AND THE TRANSFER WAS REQ STERED IN 1 OR MORE OF THE FOLLOW NG
VAYS:

(A) PURSUANT TO AN | NEFFECTI VE | NDORSEMENT COR | NSTRUCTI ON.

(B) AFTER A DEMAND THAT THE | SSUER NOT REGQ STER TRANSFER
BECAVE EFFECTI VE UNDER SECTI ON 8403(1) AND THE | SSUER DI D NOT
COVPLY W TH SECTI ON 8403( 2).

(C© AFTER THE | SSUER HAD BEEN SERVED W TH AN | NJUNCTI ON,
RESTRAI NI NG ORDER, OR OTHER LEGAL PROCESS ENJO NING | T FROM REG
| STERI NG THE TRANSFER, | SSUED BY A COURT OF COMPETENT JURI SDI G-
TION, AND THE | SSUER HAD A REASONABLE OPPORTUNI TY TO ACT ON THE
I NJUNCTI ON, RESTRAI NI NG ORDER, OR OTHER LEGAL PROCESS.

(D) BY AN | SSUER ACTI NG I N COLLUSI ON W TH THE WRONGDCER.

(2) AN I SSUER THAT | S LI ABLE FOR WRONGFUL REG STRATI ON OF
TRANSFER UNDER SUBSECTI ON (1) ON DEMAND SHALL PROVI DE THE PERSON
ENTI TLED TO THE SECURI TY WTH A LI KE CERTI FI CATED OR UNCERTI FI -
CATED SECURI TY, AND ANY PAYMENTS OR DI STRI BUTI ONS THAT THE PERSON
DD NOT RECEI VE AS A RESULT OF THE WRONGFUL REAQ STRATION. | F AN
OVERI SSUE WOULD RESULT, THE I SSUER S LI ABILITY TO PROVI DE THE
PERSON WTH A LI KE SECURI TY | S GOVERNED BY SECTI ON 8210.
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(3) EXCEPT AS OTHERW SE PROVI DED IN SUBSECTION (1) ORIN A
LAW RELATI NG TO THE COLLECTI ON OF TAXES, AN I SSUER IS NOT LI ABLE
TO AN OAMNER OR OTHER PERSON SUFFERI NG LOSS AS A RESULT OF THE
REG STRATI ON OF A TRANSFER OF A SECURITY | F REA STRATI ON WAS MADE
PURSUANT TO AN EFFECTI VE | NDORSEMENT OR | NSTRUCTI ON.

Sec. 8405. —(dPH—tH—a—~certi+itecated—securttyhas—beentost
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(1) I'F AN OANER OF A CERTI FI CATED SECURI TY, WHETHER I N REG
| STERED OR BEARER FORM CLAI M5 THAT THE CERTI FI CATE HAS BEEN
LOST, DESTROYED, OR WRONGFULLY TAKEN, THE | SSUER SHALL | SSUE A
NEW CERTI FI CATE | F THE OAWNER DOES ALL OF THE FOLLOW NG

(A) REQUESTS BEFORE THE | SSUER HAS NOTI CE THAT THE CERTI FI -
CATE HAS BEEN ACQUI RED BY A PROTECTED PURCHASER

(B) FILES WTH THE | SSUER A SUFFI CI ENT | NDEWMNI TY BOND.

(C) SATI SFI ES OTHER REASONABLE REQUI REMENTS | MPOSED BY THE
| SSUER

(2) I'F, AFTER THE | SSUE OF A NEW SECURI TY CERTI FI CATE, A
PROTECTED PURCHASER OF THE ORI G NAL CERTI FI CATE PRESENTS I T FOR
REG STRATI ON OF TRANSFER, THE | SSUER SHALL REG STER THE TRANSFER
UNLESS AN OVERI SSUE WOULD RESULT. | N THAT CASE, THE | SSUER S
LIABILITY I'S GOVERNED BY SECTI ON 8210. | N ADDI TI ON TO ANY RI GHTS
ON THE | NDEMNI TY BOND, AN | SSUER MAY RECOVER THE NEW CERTI FI CATE
FROM A PERSON TO WHOM | T WAS | SSUED OR ANY PERSON TAKI NG UNDER
THAT PERSON, EXCEPT A PROTECTED PURCHASER.

Sec. 8406. —(H—tH—aperson—acts—as—avthentiecating—trustee
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the—+funet+ons—perforredby—the—-agent— |IF A SECURI TY CERTI FI CATE
HAS BEEN LOST, APPARENTLY DESTROYED, OR WRONGFULLY TAKEN, AND THE

OMER FAILS TO NOTI FY THE | SSUER OF THAT FACT W THI N A REASONABLE
TI ME AFTER THE OMNER HAS NOTICE OF | T AND THE | SSUER REG STERS A
TRANSFER OF THE SECURI TY BEFORE RECEI VI NG NOTI FI CATI ON, THE OANER
MAY NOT ASSERT AGAI NST THE | SSUER A CLAI M FOR REG STERI NG THE
TRANSFER UNDER SECTI ON 8404 OR A CLAIM TO A NEW SECURI TY CERTI FI -
CATE UNDER SECTI ON 8405.

Sec. 8407. —(bH—Art+sster—+snot——subject—tothereqgutre—
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was—stbject—to—a regrstered—pledge— A PERSON ACTI NG AS AUTHENTI -
CATI NG TRUSTEE, TRANSFER AGENT, REGQ STRAR, OR OTHER AGENT FOR AN

| SSUER | N THE REG STRATI ON OF A TRANSFER OF | TS SECURITIES, I N
THE | SSUE OF NEW SECURI TY CERTI FI CATES OR UNCERTI FI CATED SECURI -
TIES, OR I N THE CANCELLATI ON OF SURRENDERED SECURI TY CERTI FI CATES
HAS THE SAME OBLI GATI ON TO THE HOLDER OR OMNER OF A CERTI FI CATED
OR UNCERTI FI CATED SECURI TY W TH REGARD TO THE PARTI CULAR
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FUNCTI ONS PERFORVED AS THE | SSUER HAS | N REGARD TO THOSE
FUNCTI ONS.
PART 5
SECURI TY ENTI TLEMENTS

SEC. 8501. (1) "SECURI TI ES ACCOUNT" MEANS AN ACCOUNT TO
VWHI CH A FI NANCI AL ASSET IS OR MAY BE CREDI TED | N ACCORDANCE W TH
AN AGREEMENT UNDER WHI CH THE PERSON MAI NTAI NI NG THE ACCOUNT
UNDERTAKES TO TREAT THE PERSON FOR WHOM THE ACCOUNT |'S MAI NTAI NED
AS ENTI TLED TO EXERCI SE THE RI GHTS THAT COMPRI SE THE FI NANCI AL
ASSET.

(2) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ONS (4) AND (5),
A PERSON ACQUI RES A SECURI TY ENTI TLEMENT I F A SECURI TI ES | NTERME-
DI ARY DOES 1 OR MORE OF THE FOLLOW NG

(A) | NDI CATES BY BOOK ENTRY THAT A FI NANCI AL ASSET HAS BEEN
CREDI TED TO THE PERSON S SECURI TI ES ACCOUNT.

(B) RECEI VES A FI NANCI AL ASSET FROM THE PERSON OR ACQUI RES A
FI NANCI AL ASSET FOR THE PERSON AND, | N EI THER CASE, ACCEPTS IT
FOR CREDI T TO THE PERSON S SECURI TI ES ACCOUNT.

(C BECOVES OBLI GATED UNDER OTHER LAW REGULATION, OR RULE
TO CREDI T A FI NANCI AL ASSET TO THE PERSON S SECURI TI ES ACCOUNT.

(3) IF 1 OR MORE CONDI TI ONS DESCRI BED | N SUBSECTI ON (2) (A),
(B), OR (C) HAVE BEEN MET, A PERSON HAS A SECURI TY ENTI TLEMENT
EVEN THOUGH THE SECURI TI ES | NTERMEDI ARY DOES NOT | TSELF HOLD THE
FI NANCI AL ASSET.

(4) I'F A SECURI TI ES | NTERVEDI ARY HOLDS A FI NANCI AL ASSET FOR
ANOTHER PERSON, AND THE FI NANCI AL ASSET | S REG STERED | N THE NAME
OF, PAYABLE TO THE ORDER OF, OR SPECI ALLY | NDORSED TO THE OTHER
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PERSON, AND HAS NOT BEEN | NDORSED TO THE SECURI TI ES | NTERMEDI ARY
OR I N BLANK, THE OTHER PERSON | S TREATED AS HOLDI NG THE FI NANCI AL
ASSET DI RECTLY RATHER THAN AS HAVI NG A SECURI TY ENTI TLEMENT W TH
RESPECT TO THE FI NANCI AL ASSET.

(5) I'SSUANCE OF A SECURITY IS NOT ESTABLI SHVENT OF A SECUR-
| TY ENTI TLEMENT.

SEC. 8502. AN ACTI ON BASED ON AN ADVERSE CLAI M TO A FI NAN-
Cl AL ASSET, WHETHER FRAMED | N CONVERSI ON, REPLEVI N, CONSTRUCTI VE
TRUST, EQUI TABLE LI EN, OR OTHER THEORY, MAY NOT BE ASSERTED
AGAI NST A PERSON WHO ACQUI RES A SECURI TY ENTI TLEMENT UNDER
SECTI ON 8501 FOR VALUE AND W THOUT NOTI CE OF THE ADVERSE CLAI M

SEC. 8503. (1) TO THE EXTENT NECESSARY FOR A SECURI Tl ES
| NTERVEDI ARY TO SATI SFY ALL SECURI TY ENTI TLEMENTS W TH RESPECT TO
A PARTI CULAR FI NANCI AL ASSET, ALL | NTERESTS I N THAT FI NANCI AL
ASSET HELD BY THE SECURI Tl ES | NTERVEDI ARY ARE HELD BY THE SECURI -
TI ES | NTERVEDI ARY FOR THE ENTI TLEMENT HOLDERS, ARE NOT PROPERTY
OF THE SECURI TI ES | NTERVEDI ARY, AND ARE NOT SUBJECT TO CLAI Ms OF
CREDI TORS OF THE SECURI TI ES | NTERMEDI ARY, EXCEPT AS OTHERW SE
PROVI DED I N SECTI ON 8511.

(2) AN ENTI TLEMENT HOLDER S PROPERTY | NTEREST W TH RESPECT
TO A PARTI CULAR FI NANCI AL ASSET UNDER SUBSECTION (1) IS A PRO
RATA PROPERTY | NTEREST I N ALL | NTERESTS | N THAT FI NANCI AL ASSET
HELD BY THE SECURI TI ES | NTERMEDI ARY, W THOUT REGARD TO THE TI ME
THE ENTI TLEMENT HOLDER ACQUI RED THE SECURI TY ENTI TLEMENT OR THE
TI ME THE SECURI TI ES | NTERMEDI ARY ACQUI RED THE | NTEREST I N THAT
FI NANCI AL ASSET.
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(3) AN ENTI TLEMENT HOLDER S PROPERTY | NTEREST W TH RESPECT
TO A PARTI CULAR FI NANCI AL ASSET UNDER SUBSECTI ON (1) MAY BE
ENFORCED AGAI NST THE SECURI TI ES | NTERMEDI ARY ONLY BY EXERCI SE OF
THE ENTI TLEMENT HOLDER S RI GHTS UNDER SECTI ONS 8505 THROUGH
8508.

(4) AN ENTI TLEMENT HOLDER S PROPERTY | NTEREST W TH RESPECT
TO A PARTI CULAR FI NANCI AL ASSET UNDER SUBSECTI ON (1) MAY BE
ENFORCED AGAI NST A PURCHASER OF THE FI NANCI AL ASSET OR | NTEREST
I N THE FI NANCI AL ASSET ONLY I F ALL OF THE FOLLOW NG APPLY:

(A) I NSOLVENCY PROCEEDI NGS HAVE BEEN | NI TI ATED BY OR AGAI NST
THE SECURI TI ES | NTERMEDI ARY.

(B) THE SECURI TI ES | NTERMEDI ARY DCES NOT HAVE SUFFI CI ENT
| NTERESTS | N THE FI NANCI AL ASSET TO SATI SFY THE SECURI TY ENTI TLE-
MENTS OF ALL OF | TS ENTI TLEMENT HOLDERS TO THAT FI NANCI AL ASSET.

(C) THE SECURI TI ES | NTERMEDI ARY VI OLATED | TS OBLI GATI ONS
UNDER SECTI ON 8504 BY TRANSFERRI NG THE FI NANCI AL ASSET OR | NTER-
EST THEREIN TO THE PURCHASER.

(D) THE PURCHASER IS NOT PROTECTED UNDER SUBSECTI ON (5).
THE TRUSTEE OR OTHER LI QUI DATOR, ACTI NG ON BEHALF OF ALL ENTI TLE-
MENT HOLDERS HAVI NG SECURI TY ENTI TLEMENTS W TH RESPECT TO A PAR-
TI CULAR FI NANCI AL ASSET, MAY RECOVER THE FI NANCI AL ASSET, OR
| NTEREST I N A FI NANCI AL ASSET, FROM THE PURCHASER. | F THE
TRUSTEE OR OTHER LI QUI DATOR ELECTS NOT TO PURSUE THAT RI GHT, AN
ENTI TLEMENT HOLDER WHOSE SECURI TY ENTI TLEMENT REMAI NS UNSATI SFI ED
HAS THE RI GHT TO RECOVER I TS | NTEREST I N THE FI NANCI AL ASSET FROM
THE PURCHASER.
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(5) AN ACTI ON BASED ON THE ENTI TLEMENT HOLDER S PROPERTY
| NTEREST W TH RESPECT TO A PARTI CULAR FI NANCI AL ASSET UNDER
SUBSECTI ON (1), WHETHER FRAMED | N CONVERSI ON, REPLEVI N, CONSTRUC-
TI' VE TRUST, EQUI TABLE LI EN, OR OTHER THEORY, MAY NOT BE ASSERTED
AGAI NST ANY PURCHASER OF A FI NANCI AL ASSET OR | NTEREST THEREI N
WHO G VES VALUE, OBTAINS CONTRCL, AND DCES NOT ACT I N COLLUSI ON
W TH THE SECURI TI ES | NTERVEDI ARY | N VI OLATI NG THE SECURI Tl ES
| NTERVEDI ARY' S OBLI GATI ONS UNDER SECTI ON 8504.

SEC. 8504. (1) A SECURITIES | NTERVEDI ARY SHALL PROMPTLY
OBTAI N AND THEREAFTER MAI NTAI N A FI NANCI AL ASSET IN A QUANTI TY
CORRESPONDI NG TO THE AGGREGATE OF ALL SECURI TY ENTI TLEMENTS | T
HAS ESTABLI SHED | N FAVOR OF I TS ENTI TLEMENT HOLDERS W TH RESPECT
TO THAT FI NANCI AL ASSET. THE SECURI TI ES | NTERMEDI ARY MAY MAI N-
TAI'N THOSE FI NANCI AL ASSETS DI RECTLY OR THROUGH 1 OR MORE OTHER
SECURI TI ES | NTERMEDI ARI ES.

(2) EXCEPT TO THE EXTENT OTHERW SE AGREED BY | TS ENTI TLEMENT
HOLDER, A SECURI Tl ES | NTERVEDI ARY MAY NOT GRANT ANY SECURI TY
| NTERESTS I N A FI NANCI AL ASSET I T IS OBLI GATED TO MAI NTAI N PURSU-
ANT TO SUBSECTI ON (1).

(3) A SECURI TI ES | NTERVEDI ARY SATI SFI ES THE DUTY I N
SUBSECTION (1) I F THE SECURI TI ES | NTERVEDI ARY DOES EI THER OF THE
FOLLOW NG

(A) ACTS WTH RESPECT TO THE DUTY AS AGREED UPON BY THE
ENTI TLEMENT HOLDER AND THE SECURI TI ES | NTERMEDI ARY.

(B) IN THE ABSENCE OF AGREEMENT, EXERCI SES DUE CARE I N
ACCORDANCE W TH REASONABLE COMVERCI AL STANDARDS TO OBTAI N AND
MAI NTAI' N THE FI NANCI AL ASSET.
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(4) THI S SECTI ON DOES NOT APPLY TO A CLEARI NG CORPORATI ON
THAT | S | TSELF THE OBLI GOR OF AN OPTION OR SI M LAR OBLI GATI ON TO
VWH CH | TS ENTI TLEMENT HOLDERS HAVE SECURI TY ENTI TLEMENTS.

SEC. 8505. (1) A SECURITIES | NTERVEDI ARY SHALL TAKE ACTI ON
TO OBTAIN A PAYMENT OR DI STRI BUTI ON MADE BY THE | SSUER CF A
FI NANCI AL ASSET. THI S DUTY IS SATISFIED | F THE SECURI TI ES | NTER-
MEDI ARY DCES EI THER OF THE FOLLOW NG

(A) ACTS WTH RESPECT TO THE DUTY AS AGREED UPON BY THE
ENTI TLEMENT HOLDER AND THE SECURI TI ES | NTERMEDI ARY.

(B) IN THE ABSENCE OF AGREEMENT, EXERCI SE DUE CARE | N
ACCORDANCE W TH REASONABLE COMVERCI AL STANDARDS TO ATTEMPT TO
OBTAI N THE PAYMENT OR DI STRI BUTI ON.

(2) A SECURI TIES | NTERVEDI ARY |'S OBLI GATED TO I TS ENTI TLE-
MENT HOLDER FOR A PAYMENT OR DI STRI BUTI ON MADE BY THE | SSUER CF A
FI NANCI AL ASSET | F THE PAYMENT OR DI STRI BUTI ON | S RECEI VED BY THE
SECURI TI ES | NTERMEDI ARY.

SEC. 8506. A SECURI TI ES | NTERMEDI ARY SHALL EXERCI SE Rl GHTS
W TH RESPECT TO A FI NANCI AL ASSET | F DI RECTED TO DO SO BY AN
ENTI TLEMENT HOLDER. THE DUTY | S SATI SFIED | F THE SECURI Tl ES
| NTERVEDI ARY DOES EI THER OF THE FOLLOW NG

(A) ACTS WTH RESPECT TO THE DUTY AS AGREED UPON BY THE
ENTI TLEMENT HOLDER AND THE SECURI TI ES | NTERMEDI ARY.

(B) IN THE ABSENCE OF AGREEMENT, EI THER PLACES THE ENTI TLE-
MENT HOLDER IN A PCSI TION TO EXERCI SE THE RI GATS DI RECTLY OR
EXERCI SES DUE CARE | N ACCORDANCE W TH REASONABLE COMMERCI AL STAN-
DARDS TO FOLLOW THE DI RECTI ON OF THE ENTI TLEMENT HOLDER.
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SEC. 8507. (1) A SECURITIES | NTERVEDI ARY SHALL COVPLY W TH
AN ENTI TLEMENT ORDER | F THE ENTI TLEMENT ORDER IS ORI G NATED BY
THE APPROPRI ATE PERSON, THE SECURI TI ES | NTERVEDI ARY HAS HAD REA-
SONABLE OPPORTUNI TY TO ASSURE | TSELF THAT THE ENTI TLEMENT ORDER
I S GENUI NE AND AUTHORI ZED, AND THE SECURI TI ES | NTERMEDI ARY HAS
HAD REASONABLE OPPORTUNI TY TO COMPLY W TH THE ENTI TLEMENT ORDER.
THE DUTY IS SATISFIED I F A SECURI TI ES | NTERVEDI ARY DOES ElI THER OF
THE FOLLOW NG

(A) ACTS WTH RESPECT TO THE DUTY AS AGREED UPON BY THE
ENTI TLEMENT HOLDER AND THE SECURI TI ES | NTERMEDI ARY.

(B) IN THE ABSENCE OF AGREEMENT, EXERCI SES DUE CARE I N
ACCORDANCE W TH REASONABLE COMVERCI AL STANDARDS TO COWPLY W TH
THE ENTI TLEMENT ORDER

(2) I'F A SECURI TI ES | NTERVEDI ARY TRANSFERS A FI NANCI AL ASSET
PURSUANT TO AN | NEFFECTI VE ENTI TLEMENT ORDER, THE SECURI Tl ES
| NTERVEDI ARY SHALL REESTABLI SH A SECURI TY ENTI TLEMENT | N FAVOR OF
THE PERSON ENTI TLED TO I'T, AND PAY OR CREDI T ANY PAYMENTS OR Dl S-
TRI BUTI ONS THAT THE PERSON DI D NOT RECEI VE AS A RESULT OF THE
WRONGFUL TRANSFER. | F THE SECURI TI ES | NTERVEDI ARY DOES NOT REES-
TABLI SH A SECURI TY ENTI TLEMENT, THE SECURI TI ES | NTERVEDI ARY | S
LI ABLE TO THE ENTI TLEMENT HOLDER FOR DAMACES.

SEC. 8508. A SECURI TI ES | NTERMEDI ARY SHALL ACT AT THE
DI RECTI ON OF AN ENTI TLEMENT HOLDER TO CHANGE A SECURI TY ENTI TLE-
MENT | NTO ANOTHER AVAI LABLE FORM OF HOLDI NG FOR WHI CH THE ENTI -
TLEMENT HOLDER |'S ELI G BLE, OR TO CAUSE THE FI NANCI AL ASSET TO BE
TRANSFERRED TO A SECURI TI ES ACCOUNT OF THE ENTI TLEMENT HOLDER
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W TH ANOTHER SECURI TI ES | NTERVEDI ARY.  THE DUTY IS SATISFIED IF A
SECURI TI ES | NTERMEDI ARY DCES ElI THER OF THE FOLLOW NG

(A) ACTS AS AGREED UPON BY THE ENTI TLEMENT HOLDER AND THE
SECURI TI ES | NTERMEDI ARY.

(B) IN THE ABSENCE OF AGREEMENT, EXERCI SES DUE CARE I N
ACCORDANCE W TH REASONABLE COMVERCI AL STANDARDS TO FOLLOW THE
DI RECTI ON OF THE ENTI TLEMENT HOLDER.

SEC. 8509. (1) IF THE SUBSTANCE CF A DUTY | MPOSED UPON A
SECURI TI ES | NTERMEDI ARY BY SECTI ONS 8504 THROUGH 8508 IS THE
SUBJECT OF OTHER STATUTE, REGULATI ON, OR RULE, COWMPLI ANCE W TH
THE STATUTE, REGULATI ON, OR RULE SATI SFI ES THE DUTY.

(2) TO THE EXTENT THAT SPECI FI C STANDARDS FOR THE PER-
FORMANCE OF THE DUTIES OF A SECURI TI ES | NTERVEDI ARY OR THE EXER-
CIlSE OF THE RI GHTS OF AN ENTI TLEMENT HOLDER ARE NOT SPECI FI ED BY
OTHER STATUTE, REGULATI ON, OR RULE OR BY AGREEMENT BETWEEN THE
SECURI TI ES | NTERMEDI ARY AND ENTI TLEMENT HOLDER, THE SECURI Tl ES
| NTERVEDI ARY SHALL PERFORM I TS DUTI ES AND THE ENTI TLEMENT HOLDER
SHALL EXERCI SE I TS RIGHTS IN A COVWERCI ALLY REASONABLE MANNER.

(3) THE OBLI GATI ON OF A SECURI TI ES | NTERVEDI ARY TO PERFORM
THE DUTI ES | MPCSED BY SECTI ONS 8504 THROUGH 8508 IS SUBJECT TO
BOTH OF THE FOLLOW NG

(A) RIGHTS OF THE SECURI TI ES | NTERVEDI ARY ARI SI NG QUT OF A
SECURI TY | NTEREST UNDER A SECURI TY AGREEMENT W TH THE ENTI TLEMENT
HOLDER OR OTHERW SE.

(B) RIGHTS OF THE SECURI TI ES | NTERVEDI ARY UNDER OTHER LAW
REGULATI ON, RULE, OR AGREEMENT TO W THHOLD PERFORMANCE OF I TS
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DUTI ES AS A RESULT OF UNFULFI LLED OBLI GATI ONS OF THE ENTI TLEMENT
HOLDER TO THE SECURI Tl ES | NTERVEDI ARY.

(4) SECTI ONS 8504 THROUGH 8508 DO NOT REQUI RE A SECURI Tl ES
| NTERVEDI ARY TO TAKE ANY ACTI ON THAT IS PRCHI Bl TED BY OTHER STAT-
UTE, REGULATI ON, OR RULE.

SEC. 8510. (1) AN ACTI ON BASED ON AN ADVERSE CLAIM TO A
FI NANCI AL ASSET OR SECURI TY ENTI TLEMENT, WHETHER FRAMED | N CON-
VERSI ON, REPLEVI N, CONSTRUCTI VE TRUST, EQUI TABLE LI EN, OR OTHER
THEORY, MAY NOT BE ASSERTED AGAI NST A PERSON WHO PURCHASES A
SECURI TY ENTI TLEMENT, OR AN | NTEREST IN A SECURI TY ENTI TLEMENT,
FROM AN ENTI TLEMENT HOLDER | F THE PURCHASER G VES VALUE, DCES NOT
HAVE NOTI CE OF THE ADVERSE CLAI M AND OBTAI NS CONTROL.

(2) I'F AN ADVERSE CLAI M COULD NOT HAVE BEEN ASSERTED AGAI NST
AN ENTI TLEMENT HOLDER UNDER SECTI ON 8502, THE ADVERSE CLAI M
CANNOT BE ASSERTED AGAI NST A PERSON WHO PURCHASES A SECURI TY
ENTI TLEMENT, OR AN I NTEREST IN A SECURI TY ENTI TLEMENT, FROM THE
ENTI TLEMENT HOLDER

(3) N A CASE NOT COVERED BY THE PRI ORI TY RULES I N
ARTI CLE 9, A PURCHASER FOR VALUE OF A SECURI TY ENTI TLEMENT, OR AN
| NTEREST I N A SECURI TY ENTI TLEMENT, WHO OBTAI NS CONTROL HAS PRI -
ORI TY OVER A PURCHASER OF A SECURI TY ENTI TLEMENT, OR AN | NTEREST
I N A SECURI TY ENTI TLEMENT, WHO DCES NOT OBTAI N CONTROL.
PURCHASERS WHO HAVE CONTROL RANK EQUALLY, EXCEPT THAT A SECURI -
TI ES | NTERVEDI ARY AS PURCHASER HAS PRI ORI TY OVER A CONFLI CTI NG
PURCHASER WHO HAS CONTRCL UNLESS OTHERW SE AGREED BY THE SECURI -
TI ES | NTERVMEDI ARY.
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SEC. 8511. (1) EXCEPT AS OTHERW SE PROVI DED I N
SUBSECTI ONS (2) AND (3), |F A SECURI TI ES | NTERVEDI ARY DOES NOT
HAVE SUFFI CI ENT | NTEREST | N A PARTI CULAR FI NANCI AL ASSET TO SAT-
| SFY BOTH | TS OBLI GATI ONS TO ENTI TLEMENT HOLDERS WHO HAVE SECUR-
| TY ENTI TLEMENTS TO THAT FI NANCI AL ASSET AND | TS OBLI GATION TO A
CREDI TOR OF THE SECURI TI ES | NTERMEDI ARY WHO HAS A SECURI TY | NTER-
EST I N THAT FI NANCI AL ASSET, THE CLAI MS OF ENTI TLEMENT HOLDERS,
OTHER THAN THE CREDI TOR, HAVE PRIORI TY OVER THE CLAI M OF THE
CREDI TOR.

(2) A CLAIM OF A CREDI TOR OF A SECURI TI ES | NTERMVEDI ARY WHO
HAS A SECURI TY | NTEREST I N A FI NANCI AL ASSET HELD BY A SECURI Tl ES
| NTERVEDI ARY HAS PRI ORI TY OVER CLAI Ms OF THE SECURI TI ES
| NTERVEDI ARY' S ENTI TLEMENT HOLDERS WHO HAVE SECURI TY ENTI TLEMENTS
W TH RESPECT TO THAT FI NANCI AL ASSET | F THE CREDI TOR HAS CONTROL
OVER THE FI NANCI AL ASSET.

(3) IF A CLEARI NG CORPORATI ON DOES NOT HAVE SUFFI ClI ENT
FI NANCI AL ASSETS TO SATI SFY BOTH I TS OBLI GATI ONS TO ENTI TLEMENT
HOLDERS WHO HAVE SECURI TY ENTI TLEMENTS W TH RESPECT TO A FI NAN-
Cl AL ASSET AND I TS OBLI GATION TO A CREDI TOR OF THE CLEARI NG COR-
PORATI ON WHO HAS A SECURI TY | NTEREST I N THAT FI NANCI AL ASSET, THE
CLAIM OF THE CREDI TOR HAS PRICRI TY OVER THE CLAI MS OF ENTI TLEMENT
HOLDERS.

PART 6

SEC. 8601. (1) THI S AMENDATORY ACT DOES NOT AFFECT AN
ACTI ON OR PROCEEDI NG COMVENCED BEFORE THI S AMENDATORY ACT THAT
ADDED THI S SECTI ON TAKES EFFECT.
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(2) I'F A SECURITY INTEREST IN A SECURITY | S PERFECTED AT THE
DATE THI S AMENDATORY ACT THAT ADDED THI S SECTI ON TAKES EFFECT,
AND THE ACTI ON BY WHI CH THE SECURI TY | NTEREST WAS PERFECTED WOULD
SUFFI CE TO PERFECT A SECURI TY | NTEREST UNDER THI S AMENDATORY ACT
NO FURTHER ACTI ON IS REQUI RED TO CONTI NUE PERFECTION. | F A
SECURI TY | NTEREST IN A SECURI TY | S PERFECTED AT THE DATE THI S
AVMENDATORY ACT THAT ADDED THI S SECTI ON TAKES EFFECT BUT THE
ACTI ON BY WHI CH THE SECURI TY | NTEREST WAS PERFECTED WOULD NOT
SUFFI CE TO PERFECT A SECURI TY | NTEREST UNDER THI S AMENDATORY ACT,
THE SECURI TY | NTEREST REMAI NS PERFECTED FOR A PERI OD OF 4 MONTHS
AFTER THE EFFECTI VE DATE AND CONTI NUES PERFECTED THEREAFTER | F
APPROPRI ATE ACTI ON TO PERFECT UNDER THI S ACT IS TAKEN W THI N THAT
PERIOD. | F A SECURITY I NTEREST | S PERFECTED AT THE DATE THI S
AVENDATORY ACT THAT ADDED THI S SECTI ON TAKES EFFECT AND THE
SECURI TY | NTEREST CAN BE PERFECTED BY FI LI NG UNDER THI S ACT, A
FI NANCI NG STATEMENT SI GNED BY THE SECURED PARTY | NSTEAD OF THE
DEBTOR MAY BE FI LED W TH N THAT PERI OD TO CONTI NUE PERFECTI ON OR
THEREAFTER TO PERFECT.

Sec. 9103. (1) Docunents, instrunments, and ordinary goods.

(a) This subsection applies to docunents and instrunments and
to goods other than those covered by a certificate of title
described in subsection (2), nobile goods described in subsection
(3), and mnerals described in subsection (5).

(b) Except as otherwi se provided in this subsection, perfec-
tion and the effect of perfection or nonperfection of a security
interest in collateral are governed by the |aw of the

jurisdiction where the collateral is when the |ast event occurs

01314' 97 (S-1) R-1



© 00 N o 0o b~ W DN P

N NN N NNMNRRRRRRR R B R
o 00~ W NP O O 0O NO O B W N PP O

SB0299, As Passed House, May 20, 1998
Senate Bill No. 299 85

on which is based the assertion that the security interest is
perfected or unperfected.

(c) If the parties to a transaction creating a purchase
nmoney security interest in goods in 1 jurisdiction understand at
the tinme that the security interest attaches that the goods w ||
be kept in another jurisdiction, then the |aw of the other juris-
diction governs the perfection and the effect of perfection or
nonperfection of the security interest fromthe tinme 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 | aw of
the jurisdiction fromwhich the collateral was renoved, the
security interest remains perfected, but if action is required by
part 3 of this article to perfect the security interest:

(1) If the action is not taken before the expiration of the
period of perfection in the other jurisdiction or the end of 4
nmonths after the collateral is brought into this state, whichever
period first expires, the security interest beconmes unperfected
at the end of that period and is thereafter deened to have been
unperfected as agai nst a person who becane a purchaser after
removal .

(1m) If the action is taken before the expiration of the
period specified in subparagraph (1), the security interest con-

tinues perfected thereafter.
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(11m) For the purpose of priority over a buyer of consuner
goods, (section 9307(14)), the period of the effectiveness of a
filing in the jurisdiction fromwhich the collateral is renoved
is governed by the rules relating to perfection in subparagraphs
(1) and (1ii).

(2) Certificate of title.

(a) This subsection applies to goods covered by a certifi-
cate 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 otherw se provided in this subsection, perfec-
tion and the effect of perfection or nonperfection of the secur-
ity interest are governed by the law (including the conflict of
laws rules) of the jurisdiction issuing the certificate until 4
nmont hs after the goods are renoved fromthat jurisdiction and
thereafter until the goods are registered in another jurisdic-
tion, 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 nmeaning of this section.

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

rules stated in paragraph (d) of subsection (1).
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(d) If goods are brought into this state while a security
interest therein is perfected in any manner under the |aw of the
jurisdiction fromwhich the goods are renoved and a certificate
of title is issued by the 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 certifi-
cate, the security interest is subordinate to the rights of a
buyer of the goods who is not in the business of selling goods of
that kind to the extent that he or she gives val ue and receives

delivery of the goods after issuance of the certificate and wth-
out know edge of the security interest.

(3) Accounts, general intangibles, and nobil e goods.

(a) This subsection applies to accounts (other than an
account described in subsection (5) on mnerals) and general
i ntangi bl es (other than uncertificated securities), and to goods
whi ch are nobile and which are of a type normally used in nore
than 1 jurisdiction, such as notor vehicles, trailers, rolling
stock, airplanes, shipping containers, road building and con-
struction machinery, and conmerci al harvesting machinery and the
like, if the goods are equi pnent or are inventory |eased or held
for | ease by the debtor to others, and are not covered by a cer-
tificate of title described in subsection (2).

(b) The law (including the conflict of Iaws rules) of the
jurisdiction in which the debtor is |ocated governs the perfec-
tion and the effect of perfection or nonperfection of the secur-

ity interest.
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(c) If, however, the debtor is located in a jurisdiction
which is not a part of the United States, and which does not
provide for perfection of the security interest by filing or
recording in that jurisdiction, the law of the jurisdiction in
the United States in which the debtor has its major executive
office in the United States governs the perfection and the effect
of perfection or nonperfection of the security interest through
filing. In the alternative, if the debtor is located in a juris-
diction which is not a part of the United States or Canada and
the collateral is accounts or general intangibles for noney due
or to becone due, the security interest may be perfected by noti-
fication to the account debtor. As used in this paragraph,
"United States" includes its territories and possessions and the
commonweal th of Puerto Rico.

(d) A debtor shall be deened |ocated at his or her place of
business if he or she has one, at his or her chief executive
office if he or she has nore than 1 place of business, otherw se
at his or her residence. |If, however, the debtor is a foreign
air carrier under the federal aviation act of 1958, 49
U S C 1301, it shall be deened | ocated at the designated office
of the agent upon whom service of process may be nade on behal f
of the foreign air carrier.

(e) A security interest perfected under the |law of the
jurisdiction of the |location of the debtor is perfected until the
expiration of 4 nonths after a change of the debtor's location to
another jurisdiction, or until perfection would have ceased by
the law of the first jurisdiction, whichever period first
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expires. Unless perfected in the new jurisdiction before the end
of that period, it becones unperfected thereafter and is deened
to have been unperfected as agai nst a person who becane a pur-
chaser after the change.

(4) Chattel paper.

The rules stated for goods in subsection (1) apply to a pos-
sessory 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 Mnerals.

Perfection and the effect of perfection or nonperfection of
a security interest which is created by a debtor who has an
interest in mnerals or the like (including oil and gas) before
extraction and which attaches thereto as extracted, or which
attaches to an account resulting fromthe sale thereof at the
wel | head or m nehead are governed by the |aw (including the con-
flict of laws rules) of the jurisdiction where the well head or
m nehead is | ocat ed.

(6) —brecertifi+eated—securi+t+es— | NVESTMENT PROPERTY.

he—t-aw— et I " . | Fes—of—t
DTS : . . b I : .

ey s : et  eots : .
, . Lo I T

(A) THI'S SUBSECTI ON APPLI ES TO | NVESTMENT PROPERTY.
(B) EXCEPT AS OTHERW SE PROVI DED | N PARAGRAPH (F), DURI NG
THE TI ME THAT A SECURI TY CERTI FI CATE IS LOCATED IN A
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JURI SDI CTI ON, PERFECTI ON OF A SECURI TY | NTEREST, THE EFFECT OF
PERFECTI ON OR NONPERFECTI ON, AND THE PRIORI TY OF A SECURI TY

| NTEREST I N THE CERTI FI CATED SECURI TY REPRESENTED THEREBY ARE
GOVERNED BY THE LOCAL LAW OF THAT JURI SDI CTI ON.

(C) EXCEPT AS OTHERW SE PROVI DED | N PARAGRAPH (F), PERFEC
TION OF A SECURI TY | NTEREST, THE EFFECT OF PERFECTI ON OR NONPER-
FECTION, AND THE PRIORITY OF A SECURI TY | NTEREST | N AN UNCERTI FI -
CATED SECURI TY ARE GOVERNED BY THE LOCAL LAW OF THE | SSUER S
JURI SDI CTI ON AS SPECI FI ED I N SECTI ON 8-110(D).

(D) EXCEPT AS OTHERW SE PROVI DED I N PARAGRAPH (F), PERFEC-
TION OF A SECURI TY | NTEREST, THE EFFECT OF PERFECTI ON OR NONPER-
FECTION, AND THE PRIORITY OF A SECURI TY | NTEREST I N A SECURI TY
ENTI TLEMENT OR SECURI TI ES ACCOUNT ARE GOVERNED BY THE LOCAL LAW
OF THE SECURI TI ES | NTERVEDI ARY' S JURI SDI CTI ON AS SPECI FI ED I N
SECTI ON 8-110(E).

(E) EXCEPT AS OTHERW SE PROVI DED | N PARAGRAPH (F), PERFEC-
TION OF A SECURI TY | NTEREST, THE EFFECT OF PERFECTI ON OR NONPER-
FECTI ON, AND THE PRIORI TY OF A SECURI TY | NTEREST IN A COWODI TY
CONTRACT OR COMMODI TY ACCOUNT ARE GOVERNED BY THE LOCAL LAW OF
THE COVMODI TY | NTERVEDI ARY' S JURI SDI CTI ON. THE FOLLOW NG RULES
DETERM NE A "COWODI TY | NTERMEDI ARY' S JURI SDI CTI ON' FOR PURPOSES
OF THI S PARAGRAPH:

(1) I'F AN AGREEMENT BETWEEN THE COVMODI TY | NTERMEDI ARY AND
COWODI TY CUSTOMER SPECI FIES THAT IT | S GOVERNED BY THE LAW OF A
PARTI CULAR JURI SDI CTI ON, THAT JURI SDI CTION I S THE COWODI TY
| NTERVEDI ARY' S JURI SDI CTI ON.
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(1) IF AN AGREEMENT BETWEEN THE COVMODI TY | NTERMEDI ARY AND
COWODI TY CUSTOMER DCES NOT SPECI FY THE GOVERNI NG LAW AS PROVI DED
| N SUBPARAGRAPH (1), BUT EXPRESSLY SPECI FI ES THAT THE COWODI TY
ACCOUNT |I'S MAI NTAI NED AT AN OFFI CE I N A PARTI CULAR JURI SDI CTI ON,
THAT JURI SDI CTION IS THE COWODI TY | NTERMEDI ARY' S JURI SDI CT1 ON.

(1m1) I'F AN AGREEMENT BETWEEN THE COMMODI TY | NTERVEDI ARY AND
COVWMODI TY CUSTOMER DOES NOT SPECI FY A JURI SDI CTI ON AS PROVI DED I N
SUBPARAGRAPH (1) OR (11), THE COVMODI TY | NTERMEDI ARY' S JURI SDI C-
TION IS THE JURISDICTION IN WHICH | S LOCATED THE OFFI CE | DENTI -
FIED I N AN ACCOUNT STATEMENT AS THE OFFI CE SERVI NG THE COWODI TY
CUSTOVER S ACCOUNT.

(1v) I F AN AGREEMENT BETWEEN THE COVMODI TY | NTERMEDI ARY AND
COVWODI TY CUSTOMER DOES NOT SPECI FY A JURI SDI CTI ON AS PROVI DED I N
SUBPARAGRAPH (1) OR (11) AND AN ACCOUNT STATEMENT DCES NOT | DEN-
TIFY AN OFFI CE SERVI NG THE COVMODI TY CUSTOMER S ACCOUNT AS PRO-

VI DED | N SUBPARAGRAPH (i111), THE COWMODI TY | NTERVEDI ARY' S JURI S-
DICTION IS THE JURI SDI CTION IN WH CH | S LOCATED THE CHI EF EXECU-
TI' VE OFFI CE OF THE COMMODI TY | NTERMEDI ARY.

(F) PERFECTION OF A SECURITY | NTEREST BY FI LI NG AUTQVATI C
PERFECTI ON OF A SECURI TY | NTEREST I N | NVESTMENT PROPERTY GRANTED
BY A BROKER OR SECURI TI ES | NTERMEDI ARY, AND AUTOVATI C PERFECTI ON
OF A SECURITY I NTEREST I N A COWODI TY CONTRACT OR COVWCDI TY
ACCOUNT GRANTED BY A COMMODI TY | NTERMEDI ARY ARE GOVERNED BY THE
LOCAL LAWOF THE JURI SDI CTION I N WHI CH THE DEBTOR | S LOCATED.

Sec. 9105. (1) As used in this article unless the context

ot herwi se requires:
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(a) "Account debtor" neans the person who is obligated on an
account, chattel paper, or general intangible.

(b) "Chattel paper" nmeans a witing or witings which evi-
dence both a nonetary obligation and a security interest in or a
| ease of specific goods, but a charter or other contract involv-
ing the use or hire of a vessel is not chattel paper. Wen a
transaction is evidenced both by such a security agreenent or a
| ease and by an instrunment or a series of instruments, the group
of witings taken together constitutes chattel paper.

(c) "Collateral"™ nmeans the property subject to a security
interest, and includes accounts and chattel paper which have been
sol d.

(d) "Debtor" means the person who owes paynent or other per-
formance of the obligation secured, whether or not he or she owns
or has rights in the collateral, and includes the seller of
accounts or chattel paper. Were the debtor and the owner of the
collateral are not the sane person, the term "debtor" neans 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"” neans a demand, tine, savings, pass-
book, or |ike account maintained with a bank, savings and | oan
association, credit union, or |ike organization, other than an

account evidenced by a certificate of deposit.
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(f) "Docunent"™ means docunent of title as defined in the
general definitions of article 1, section 1201 and a receipt of
t he kind described in section 7201(2).

(g) "Encunbrance" includes real estate nortgages and ot her
liens on real estate and all other rights in real estate that are
not ownership interests.

(h) "Goods" includes all things which are novable at the
time the security interest attaches or which are fixtures as
described in section 9313, but does not include noney, docunents,
i nstrunments, | NVESTMENT PROPERTY, accounts, chattel paper, gen-
eral intangibles, or mnerals or the like including, but not
limted to, oil and gas before extraction. Goods al so include
standing tinber which is to be cut and renoved under a conveyance
or contract for sale, the unborn young of animals, and grow ng
Crops.

(1) "Instrument” means a negotiable instrunent as defined in
section 3104 —a——eertt+fecated—seecurt+ty—as—defHtned—+n—sectt+on
8162,— or any other witing which evidences a right to the pay-
ment of noney and is not itself a security agreenent or |ease and
is of a type which is in ordinary course of business transferred
by delivery with any necessary indorsenent or assignnment. THE
TERM DOES NOT | NCLUDE | NVESTMENT PROPERTY.

(Jj) "Mortgage" nmeans a consensual interest created by a real
estate nortgage, a trust deed on real estate, or the |liKke.

(k) An advance is nmade "pursuant to commtnent” if the
secured party has bound hinself or herself to nake it, whether or

not a subsequent event of default or other event not within his
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or her control has relieved or may relieve himor her fromhis or
her obli gati on.

(I) "Security agreenent” neans an agreenent which creates or
provides for a security interest.

(m "Secured party" neans a |ender, seller, or other person
in whose favor there is a security interest, including a person
to whom accounts or chattel paper have been sold. Wen the hol d-
ers of obligations issued under an indenture of trust, equi pnent
trust agreenent, or the like are represented by a trustee or
ot her person, the representative is the secured party.

(n) "Tax identification nunber" neans a social security
nunber or federal enployer tax identification nunber.

(o) "Transmtting utility" means any person primarily
engaged in the railroad, street railway, or trolley bus business,
the electric or electronics conmunications transm ssion business,
the transm ssion of goods by pipeline, or the transm ssion or the
production and transm ssion of electricity, steam gas or water,
or the provision of sewer service.

(2) Oher definitions applying to this article and the sec-
tions in which they appear are:

"Account". Section 9106.
"Attach". Section 9203.
"COWODI TY CONTRACT". SECTI ON 9115.
"COWDDI TY CUSTOMER'. SECTI ON 9115.
"COWODI TY | NTERMVEDI ARY" . SECTI ON 9115.
"Construction nortgage". Section 9313(1).
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"Consuner goods".

" CONTROL" .

"Equi prent .

"Farm products".

"Fi xture".

"Fixture filing".

"CGeneral intangibles".

"l nventory".

"1 NVESTMENT PROPERTY" .

"Lien creditor”.

"Proceeds".

"Purchase noney security interest".

"United States".

(3) The following definitions in other arti
this article:

"BROKER" .

" CERTI FI CATED SECURI TY".

" Check".

"CLEARI NG CORPORATI ON".

"Contract for sale".

" CONTROL" .

" DELI VERY".

"ENTI TLEMENT HOLDER'.

"FI NANCI AL ASSET".

"Hol der in due course".

"Not e" .
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"Sal e". Section 2106.
"SECURI TY | NTERMEDI ARY" . SECTI ON 8102.
" SECURI TY". SECTI ON 8102.
"SECURI TY CERTI FI CATE". SECTI ON 8102.
"SECURI TY ENTI TLEMENT". SECTI ON 8102.
" UNCERTI FI CATED SECURI TY". SECTI ON 8102.
(4) In addition article 1 contains general definitions and
principles of construction and interpretation applicable through-
out this article.

Sec. 9106. "Account" neans any right to paynent for goods
sold or |eased or for services rendered which is not evidenced by
an instrument or chattel paper whether or not it has been earned
by performance. "General intangibles" neans any personal prop-
erty (including things in action) other than goods, accounts,
chattel paper, docunents, instrunents, |NVESTMENT PROPERTY, and
nmoney. All rights to paynent earned or unearned under a charter
or other contract involving the use or hire of a vessel and al
rights incident to the charter or contract are accounts.

SEC. 9115. (1) AS USED IN TH S ARTI CLE:

(A "COVWMODI TY ACCOUNT" MEANS AN ACCOUNT MAI NTAI NED BY A
COWODI TY | NTERMEDI ARY |N WHICH A COVWODI TY CONTRACT |'S CARRI ED
FOR A COWODI TY CUSTOVER.

(B) "COVMODI TY CONTRACT" MEANS A COVWODI TY FUTURES CONTRACT,
AN OPTION ON A COWODI TY FUTURES CONTRACT, A COMWODI TY OPTI ON, OR
OTHER CONTRACT THAT, I N EACH CASE, | S:
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(1) TRADED ON OR SUBJECT TO THE RULES OF A BOARD OF TRADE
THAT HAS BEEN DESI GNATED AS A CONTRACT MARKET FOR SUCH A CONTRACT
PURSUANT TO THE FEDERAL COVMODI TI ES LAWS;, OR

(11) TRADED ON A FOREI GN COMWMODI TY BOARD OF TRADE, EXCHANGE,
OR MARKET, AND IS CARRI ED ON THE BOOKS COF A COWODI TY | NTERMEDI -
ARY FOR A COWODI TY CUSTOVER.

(C "COWODI TY CUSTOVER' MEANS A PERSON FOR WHOM A COVMODI TY
| NTERVEDI ARY CARRI ES A COVMCODI TY CONTRACT ON | TS BOCKS.

(D) "COVMODI TY | NTERMEDI ARY" MEANS:

(1) A PERSON WHO | S REG STERED AS A FUTURES COWM SSI ON MER-
CHANT UNDER THE FEDERAL COWMODI TlI ES LAW5; OR

(11) A PERSON WHO I N THE ORDI NARY COURSE OF | TS BUSI NESS
PROVI DES CLEARANCE OR SETTLEMENT SERVI CES FOR A BOARD OF TRADE
THAT HAS BEEN DESI GNATED AS A CONTRACT MARKET PURSUANT TO THE
FEDERAL COWMODI TY LAWS.

(E) "CONTROL" W TH RESPECT TO A CERTI FI CATED SECURI TY,
UNCERTI FI CATED SECURI TY, OR SECURI TY ENTI TLEMENT HAS THE MEANI NG
SPECI FI ED I N SECTI ON 8-106. A SECURED PARTY HAS CONTRCL OVER A
COWODI TY CONTRACT | F BY AGREEMENT AMONG THE COVMODI TY CUSTOVER,
THE COVMODI TY | NTERVEDI ARY, AND THE SECURED PARTY, THE COWMODI TY
| NTERVEDI ARY HAS AGREED THAT | T WLL APPLY ANY VALUE DI STRI BUTED
ON ACCOUNT OF THE COVMODI TY CONTRACT AS DI RECTED BY THE SECURED
PARTY W THOUT FURTHER CONSENT BY THE COWMODI TY CUSTOMER. | F A
COVWMODI TY CUSTOMER GRANTS A SECURI TY | NTEREST I N A COMWODI TY CON-
TRACT TO ITS OAWN COVMCDI TY | NTERVEDI ARY, THE COWMODI TY | NTERMEDI -
ARY AS SECURED PARTY HAS CONTROL. A SECURED PARTY HAS CONTROL
OVER A SECURI TI ES ACCOUNT OR COWODI TY ACCOUNT | F THE SECURED
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PARTY HAS CONTROL OVER ALL SECURI TY ENTI TLEMENTS OR COVMODI TY
CONTRACTS CARRIED IN THE SECURI TI ES ACCOUNT OR COWODI TY
ACCOUNT.

(F) "1 NVESTMENT PROPERTY" MEANS:

(1) A SECURITY, WHETHER CERTI FI CATED OR UNCERTI FI CATED,;

(ii) A SECURI TY ENTI TLEMENT;

(iii) A SECURI TI ES ACCOUNT:;

(1v) A COVWODI TY CONTRACT; OR

(v) A COMMODI TY ACCOUNT.

(2) ATTACHVENT OR PERFECTI ON OF A SECURITY | NTEREST IN A
SECURI TI ES ACCOUNT IS ALSO ATTACHVENT OR PERFECTI ON OF A SECURI TY
| NTEREST I N ALL SECURI TY ENTI TLEMENTS CARRI ED I N THE SECURI Tl ES
ACCOUNT. ATTACHVENT OR PERFECTI ON OF A SECURI TY | NTEREST IN A
COVWMODI TY ACCOUNT |'S ALSO ATTACHVENT OR PERFECTI ON OF A SECURI TY
| NTEREST I N ALL COWODI TY CONTRACTS CARRI ED I N THE COVWODI TY
ACCOUNT.

(3) A DESCRI PTI ON OF COLLATERAL I N A SECURI TY AGREEMENT OR
FI NANCI NG STATEMENT | S SUFFI Cl ENT TO CREATE OR PERFECT A SECURI TY
| NTEREST I N A CERTI FI CATED SECURI TY, UNCERTI FI CATED SECURI TY,
SECURI TY ENTI TLEMENT, SECURI TI ES ACCOUNT, COMMODI TY CONTRACT, OR
COVMODI TY ACCOUNT WHETHER | T DESCRI BES THE COLLATERAL BY THOSE
TERMS, OR AS | NVESTMENT PROPERTY, OR BY DESCRI PTI ON OF THE UNDER-
LYI NG SECURI TY, FI NANCI AL ASSET, OR COMMODI TY CONTRACT. A
DESCRI PTI ON OF | NVESTMENT PROPERTY COLLATERAL IN A SECURI TY
AGREEMENT OR FI NANCI NG STATEMENT |'S SUFFI CIENT I F I T | DENTI FI ES
THE COLLATERAL BY SPECI FI C LI STI NG BY CATEGORY, BY QUANTITY, BY
A COMPUTATI ONAL OR ALLOCATI ONAL FORMULA OR PROCEDURE, OR BY ANY
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OTHER METHOD, | F THE I DENTITY OF THE COLLATERAL | S OBJECTI VELY
DETERM NABLE.

(4) PERFECTION OF A SECURITY | NTEREST I N | NVESTMENT PROPERTY
| S GOVERNED BY THE FOLLOW NG RULES:

(A) A SECURITY I NTEREST I N | NVESTMENT PROPERTY MAY BE PER-
FECTED BY CONTROL.

(B) EXCEPT AS OTHERW SE PROVI DED | N PARAGRAPHS (C) AND (D),
A SECURI TY | NTEREST | N | NVESTMENT PROPERTY MAY BE PERFECTED BY
FI LI NG

(O IF THE DEBTOR I S A BROKER OR SECURI TI ES | NTERVEDI ARY, A
SECURI TY | NTEREST | N | NVESTMENT PROPERTY | S PERFECTED WHEN | T
ATTACHES. THE FI LI NG OF A FI NANCI NG STATEMENT W TH RESPECT TO A
SECURI TY | NTEREST | N | NVESTMENT PROPERTY GRANTED BY A BROKER OR
SECURI TI ES | NTERMEDI ARY HAS NO EFFECT FOR PURPOSES OF PERFECTI ON
OR PRICRITY WTH RESPECT TO THAT SECURI TY | NTEREST.

(D) IF ADEBTOR IS A COWODI TY | NTERMEDI ARY, A SECURI TY
| NTEREST IN A COVMODI TY CONTRACT OR A COVMODI TY ACCOUNT | S PER-
FECTED WHEN | T ATTACHES. THE FI LI NG OF A FI NANCI NG STATEMENT
W TH RESPECT TO A SECURI TY I NTEREST IN A COWODI TY CONTRACT OR A
COWODI TY ACCOUNT GRANTED BY A COVMODI TY | NTERVEDI ARY HAS NO
EFFECT FOR PURPOSES OF PERFECTION OR PRIORI TY W TH RESPECT TO
THAT SECURI TY | NTEREST.

(5 PRIORITY BETWEEN CONFLI CTI NG SECURI TY | NTERESTS I N THE
SAME | NVESTMENT PROPERTY |'S GOVERNED BY THE FOLLOW NG RULES:

(A) A SECURITY I NTEREST OF A SECURED PARTY WHO HAS CONTROL
OVER | NVESTMENT PROPERTY HAS PRI ORI TY OVER A SECURI TY | NTEREST OF
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A SECURED PARTY WHO DOES NOT HAVE CONTROL OVER THE | NVESTMENT
PROPERTY.

(B) EXCEPT AS OTHERW SE PROVI DED | N PARAGRAPHS (C) AND (D),
CONFLI CTI NG SECURI TY | NTERESTS OF SECURED PARTI ES EACH OF WHOM
HAS CONTROL RANK EQUALLY.

(C EXCEPT AS OTHERW SE AGREED BY THE SECURI Tl ES | NTERMEDI -
ARY, A SECURITY I NTEREST I N A SECURI TY ENTI TLEMENT OR A SECURI -
TI ES ACCOUNT GRANTED TO THE DEBTOR S OMN SECURI Tl ES | NTERVEDI ARY
HAS PRI ORI TY OVER ANY SECURI TY | NTEREST GRANTED BY THE DEBTOR TO
ANOTHER SECURED PARTY.

(D) EXCEPT AS OTHERW SE AGREED BY THE COWMODI TY | NTERVEDI -
ARY, A SECURITY | NTEREST IN A COWODI TY CONTRACT OR A COWODI TY
ACCOUNT GRANTED TO THE DEBTOR S OAN COMMODI TY | NTERMEDI ARY HAS
PRI ORI TY OVER ANY SECURI TY | NTEREST GRANTED BY THE DEBTOR TO
ANOTHER SECURED PARTY.

(E) CONFLI CTI NG SECURI TY | NTERESTS GRANTED BY A BRCKER, A
SECURI TI ES | NTERMEDI ARY, OR A COWMODI TY | NTERMEDI ARY VWHI CH ARE
PERFECTED W THOUT CONTROL RANK EQUALLY.

(F) IN ALL OTHER CASES, PRI ORI TY BETWEEN CONFLI CTI NG SECUR-
| TY | NTERESTS I N | NVESTMENT PROPERTY | S GOVERNED BY
SECTI ON 9-312(5), (6), AND (7). SECTION 9-312(4) DOES NOT APPLY
TO | NVESTMENT PROPERTY.

(6) IF A SECURITY CERTI FI CATE I N REA STERED FORM | S DELI V-
ERED TO A SECURED PARTY PURSUANT TO AGREEMENT, A WRI TTEN SECURI TY
AGREEMENT | S NOT REQUI RED FOR ATTACHVENT OR ENFORCEABI LI TY OF THE
SECURI TY | NTEREST, DELI VERY SUFFI CES FOR PERFECTI ON OF THE
SECURI TY | NTEREST, AND THE SECURI TY | NTEREST HAS PRIORI TY OVER A
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CONFLI CTI NG SECURI TY | NTEREST PERFECTED BY MEANS OTHER THAN
CONTROL, EVEN I F A NECESSARY | NDORSEMENT | S LACKI NG

SEC. 9116. (1) IF A PERSON BUYS A FI NANCI AL ASSET THROUGH A
SECURI TI ES | NTERMEDI ARY | N A TRANSACTION IN VWHI CH THE BUYER I S
OBLI GATED TO PAY THE PURCHASE PRI CE TO THE SECURI TI ES | NTERMEDI -
ARY AT THE TI ME OF THE PURCHASE, AND THE SECURI TI ES | NTERMEDI ARY
CREDI TS THE FI NANCI AL ASSET TO THE BUYER S SECURI TI ES ACCOUNT
BEFORE THE BUYER PAYS THE SECURI Tl ES | NTERMEDI ARY, THE SECURI Tl ES
| NTERVEDI ARY HAS A SECURI TY | NTEREST IN THE BUYER S SECURI TY
ENTI TLEMENT SECURI NG THE BUYER S OBLI GATI ON TO PAY. A SECURI TY
AGREEMENT | S NOT REQUI RED FOR ATTACHVENT OR ENFORCEABI LI TY OF THE
SECURI TY | NTEREST, AND THE SECURI TY | NTEREST IS AUTOVATI CALLY
PERFECTED.

(2) I'F A CERTIFI CATED SECURI TY OR OTHER FI NANCI AL ASSET REP-
RESENTED BY A WRI TI NG WHI CH I N THE ORDI NARY COURSE OF BUSI NESS I S
TRANSFERRED BY DELI VERY W TH ANY NECESSARY | NDORSEMENT OR ASSI G\-
MENT |'S DELI VERED PURSUANT TO AN AGREEMENT BETWEEN PERSONS | N THE
BUSI NESS OF DEALI NG W TH SUCH SECURI TI ES OR FI NANCI AL ASSETS AND
THE AGREEMENT CALLS FOR DELI VERY VERSUS PAYMENT, THE PERSON
DELI VERI NG THE CERTI FI CATE OR OTHER FI NANCI AL ASSET HAS A SECUR-
| TY | NTEREST I N THE CERTI FI CATED SECURI TY OR OTHER FI NANCI AL
ASSET SECURI NG THE SELLER S RI GHT TO RECEI VE PAYMENT. A SECURITY
AGREEMENT | S NOT REQUI RED FOR ATTACHVENT OR ENFORCEABI LI TY OF THE
SECURI TY | NTEREST, AND THE SECURI TY | NTEREST IS AUTOVATI CALLY
PERFECTED.

Sec. 9203. (1) Subject to the provisions of section 4208 on
the security interest of a collecting bank, —seetiroen—832t-on
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secttty—tnterests—+n—secur+t+es— SECTI ONS 9115 AND 9116 ON
SECURI TY | NTERESTS I N | NVESTMENT PROPERTY, and section 9113 on a
security interest arising under the article on sales, a security
interest is not enforceabl e 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 agreenent, THE COLLATERAL IS | NVESTMENT PROPERTY AND
THE SECURED PARTY HAS CONTROL PURSUANT TO AGREEMENT, or the
debtor has signed a security agreenent which contains a descrip-
tion of the collateral and in addition, when the security inter-
est covers crops growing or to be grown or tinber to be cut, a
description of the I and concerned; and

(b) Val ue has been given; and

(c) The debtor has rights in the collateral.

(2) A security interest attaches when it becones enforceabl e
agai nst the debtor with respect to the collateral. Attachnent
occurs as soon as all of the events specified in subsection (1)
have taken place unless explicit agreenent postpones the tinme of
at tachi ng.

(3) Unless otherwi se agreed a security agreenment gives the
secured party the rights to proceeds provided by section 9306.

(4) A transaction, although subject to this article, is also
subject to Act No. 21 of the Public Acts of 1939, as anended,
bei ng sections 493.1 to 493.26 of the M chigan Conpiled Laws, Act
No. 305 of the Public Acts of 1939, as anended, being sections
566. 301 and 566. 302 of the M chigan Conpil ed Laws, and Act No. 27
of the Public Acts of the Extra Session of 1950, as anended,
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bei ng sections 492.101 to 492. 141 of the M chigan Conpil ed Laws,
and in the case of conflict between the provisions of this arti-
cle and any such statute, the provisions of such statute
control. Failure to conply with any applicable statute has only
the effect which is specified therein.

Sec. 9301. (1) Except as otherw se provided in subsection
(2), an unperfected security interest is subordinate to the
rights of:

(a) Persons entitled to priority under section 9312;

(b) A person who becones a lien creditor before the security
interest is perfected;

(c) In the case of goods, instrunments, docunents, and chat -
tel paper, a person who is not a secured party and who is a
transferee in bulk or other buyer not in ordinary course of busi-
ness, or is a buyer of farm products in the ordinary course of
busi ness, to the extent that the person gives value and receives
delivery of the collateral w thout know edge of the security
interest and before it is perfected,

(d) I'n the case of accounts, —ane— general intangibles, AND
| NVESTMENT PROPERTY, a person who is not a secured party and who
is a transferee to the extent that the person gives value w thout
know edge of the security interest and before it is perfected.

(2) If the secured party files with respect to a purchase
nmoney security interest before or within 20 days after the debtor
recei ves possession of the collateral, the secured party takes

priority over the rights of a transferee in bulk or of a lien
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creditor which arise between the tinme the security interest
attaches and the tinme of filing.

(3) A"lien creditor” neans a creditor who has acquired a
lien on the property involved by attachnment, |evy, or the |ike
and includes an assignee for benefit of creditors fromthe tine
of assignment, and a trustee in bankruptcy fromthe date of the
filing of the petition or a receiver in equity fromthe tinme of
appoi nt nent .

(4) A person who becones a lien creditor while a security
interest is perfected takes subject to the security interest only
to the extent that it secures advances made before the person
becones a lien creditor or wwthin 45 days thereafter or made
wi t hout know edge of the lien or pursuant to a commtnent entered
into without knowl edge of the lien.

Sec. 9302. (1) A financing statenent nust be filed to per-
fect all security interests except the foll ow ng:

(a) A security interest in collateral in possession of the
secured party under section 9305;

(b) A security interest tenporarily perfected in
i nstrunments, CERTIFI CATED SECURI TI ES, or docunents w t hout deliv-
ery under section 9304 or in proceeds for a 10-day period under
section 9306;

(c) A security interest created by an assi gnment of a bene-
ficial interest in a trust or a decedent's estate;

(d) A purchase nobney security interest in consuner goods;
other than a vehicle, nobile home, or watercraft, for which a

certificate of title is required by the laws of this state, and
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fixture filing is required for priority over conflicting
interests in fixtures to the extent provided in section 9313;

(e) An assignnent of accounts which does not alone or in
conjunction with other assignnents to the same assignee transfer
a significant part of the outstanding accounts of the assignor;

(f) A security interest of a collecting bank (section —4268—
4210) or —+tnA—Ssecurtti+es{seet+on—8321)— or arising under the
article on sales (see section 9113) 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
t her eunder .

(H A SECURITY I NTEREST I N | NVESTMENT PROPERTY WHICH | S PER-
FECTED W THOUT FI LI NG UNDER SECTI ON 9115 OR SECTI ON 9116.

(2) If a secured party assigns a perfected security inter-
est, no filing under this article is required in order to con-
tinue the perfected status of the security interest against cred-
itors of and transferees fromthe original debtor.

(3) The filing of a financing statenment otherw se required
by this article is not necessary or effective to perfect a secur-
ity interest in property subject to:

(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 fromthat specified in this article for filing

of the security interest; or
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(b) The following statutes of this state: (1) section 216
of the M chigan vehicle code, Act No. 300 of the Public Acts of
1949, being section 257.216 of the M chigan Conpiled Laws; (11)
section 80320 of part 803 (watercraft transfer and certificate of
title) of the natural resources and environnental protection act,
Act No. 451 of the Public Acts of 1994, being section 324.80320
of the M chigan Conpiled Laws; and (i11) section 30 of the nobile
home conm ssion act, Act No. 96 of the Public Acts of 1987, being
section 125.2330 of the M chigan Conpiled Laws; 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 that person as debtor; or

(c) Acertificate 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 as provided
in section 9103(2).

(4) Conpliance with a statute or treaty described in subsec-
tion (3)(a) or (3)(c), or in the case of subsection (3)(b) (1),
conpliance with section 217 or 238 of Act No. 300 of the Public
Acts of 1949, being sections 257.217 and 257.238 of the M chigan
Compi |l ed Laws, or in the case of subsection (3)(b)(11), conpli-
ance with section 80320 of part 803 of Act No. 451 of the Public
Acts of 1994, or in the case of subsection (3)(b)(111), conpli-
ance with section 30a or 30d of Act No. 96 of the Public Acts of
1987, being sections 125.2330a and 125.2330d of the M chigan

Compi l ed Laws, is equivalent to the filing of a financing
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statenment under this article, and a security interest in property
subject to the statute or treaty can be perfected only by conpli -
ance therewith except as provided in section 9103 on nmultiple
state transactions. Duration and renewal of perfection of a
security interest perfected by conpliance with the statute or
treaty are governed by the provisions of the statute or treaty.
In other respects the security interest is subject to this
article.

Sec. 9303. (1) A security interest is perfected when it has

attached and when all of the applicable steps required for per-
fection have been taken. Such steps are specified in sections
9115, 9302, 9304, 9305 and 9306. If such steps are taken before
the security interest attaches, it is perfected at the tinme when
it attaches.

(2) If a security interest is originally perfected in any
way permtted under this article and is subsequently perfected in
sonme other way under this article, wthout an internedi ate period
when it was unperfected, the security interest shall be deened to
be perfected continuously for the purposes of this article.

Sec. 9304. (1) A security interest in chattel paper or
negoti abl e docunents may be perfected by filing. A security
interest in noney or instrunents, other than —eert+f+eated—sectr—
tt+es—oer— instrunments 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) and section 9306(2)

and (3) on proceeds.
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(2) During the period that goods are in the possession of
the issuer of a negotiable docunent therefor, a security interest
in the goods is perfected by perfecting a security interest in
t he docunent, and a security interest in the goods otherw se per-
fected during such period is subject thereto.

(3) A security interest in goods in the possession of a
bai | ee other than one who has issued a negotiabl e docunent there-
for is perfected by issuance of a docunent in the nanme of the
security 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 instrunents, —-ether—than— certif-
i cated securities, or negotiable docunents is perfected w thout
filing or the taking of possession for a period of 21 days from
the tine it attaches to the extent that it arises for a new val ue
given under a witten security agreenent.

(5) A security interest remains perfected for a period of 21
days without filing where a secured party having a perfected
security interest in an instrunent, —ether—than— a certificated
security, —— a negotiable docunent, —— or goods in possession
of a bailee other than one who has issued a negoti abl e docunent
t herefor:

(a) Makes available to the debtor the goods or docunents
representing the goods for the purpose of ultimate sale or
exchange or for the purpose of |oading, unloading, storing, ship-
pi ng, transshi ppi ng, manufacturing, processing, or otherw se

dealing with themin a manner prelimnary to their sale or
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exchange; but priority between conflicting security interests in
the goods is subject to section 9312(3); or

(b) Delivers the instrument OR CERTI FI CATED SECURI TY to the
debtor for the purpose of ultimte sale or exchange or of presen-
tation, collection, renewal, or registration of transfer.

(6) After the 21-day period in subsections (4) and (5), per-
fecti on depends upon conpliance with applicable provisions of
this article.

Sec. 9305. A security interest in letters of credit and
advi ces of credit (section 5116(2)(a)), —— goods, ——— instru-
ments, —-ether—than—~cert+it+eated—secur+ties— noney, —— negoti a-
bl e docunents, —— or chattel paper may be perfected by the
secured party's taking possession of the collateral. |f such

col l ateral other than goods covered by a negoti abl e docunent is
held by a bailee, the secured party is deened to have possession
fromthe tinme the bailee receives notification of the secured
party's interest. A security interest is perfected by possession
fromthe tinme possession is taken without relation back and con-
tinues only so long as possession is retai ned, unless otherw se
specified in this article. The security interest may be ot her-

W se perfected as provided in this article before or after the
peri od of possession by the secured party.

Sec. 9306. (1) "Proceeds" includes whatever is received
upon the sale, exchange, collection or other disposition of col-
| ateral, or proceeds. |nsurance payable by reason of |oss or
damage to the collateral is proceeds, except to the extent that

it is payable to a person other than a party to the security
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agreenent. ANY PAYMENTS OR DI STRI BUTI ONS MADE W TH RESPECT TO
| NVESTVMENT PROPERTY COLLATERAL ARE PROCEEDS. Money, checks,
deposit accounts, and the |like are "cash proceeds". Al other
proceeds are "noncash proceeds".

(2) Except where this article otherwi se provides, a security
interest continues in collateral notw thstandi ng sal e, exchange
or other disposition thereof unless the disposition was autho-
rized by the secured party in the security agreenent or other-

w se, and al so continues in any identifiable proceeds including
coll ections received by the debtor.

(3) The security interest in proceeds is a continuously per-
fected security interest if the interest in the original collat-
eral was perfected but it ceases to be a perfected security
i nterest and beconmes unperfected 10 days after receipt of the
proceeds by the debtor unless:

(a) Afiled financing statenent covers the original collat-
eral and the proceeds are collateral in which a security interest
may be perfected by filing in the office or offices where the
financing statenent has been filed and, if the proceeds are
acquired with cash proceeds, the description of collateral in the
financing statenent indicates the types of property constituting
t he proceeds; or

(b) Afiled financing statenent covers the original collat-
eral and the proceeds are identifiable cash proceeds; or

(C THE ORI A NAL COLLATERAL WAS | NVESTMENT PROPERTY AND THE
PROCEEDS ARE | DENTI FI ABLE CASH PROCEEDS; OR
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(D) —e)y— The security interest in the proceeds is perfected
before the expiration of the 10-day period. Except as provided
in this section, a security interest in proceeds can be perfected
only by the nethods or under the circunstances permtted in this
article for original collateral of the sane type.

(4) I'n the event of insolvency proceedings instituted by or
agai nst a debtor, a secured party with a perfected security
interest in proceeds has a perfected security interest only in
the foll ow ng proceeds:

(a) In identifiable noncash proceeds and in separate deposit
accounts containing only proceeds;

(b) I'nidentifiable cash proceeds in the form of noney which
is neither comm ngled with other noney nor deposited in a deposit
account prior to the insolvency proceedings;

(c) Inidentifiable cash proceeds in the form of checks and
the Ii ke which are not deposited in a deposit account prior to
t he i nsol vency proceedi ngs; and

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

(1) Subject to any right of setoff; and

(11) Limted to an anount not greater than the amount of any
cash proceeds received by the debtor within 10 days before the
institution of the insolvency proceedings | ess the sumof (1) the
paynments to the secured party on account of cash proceeds
recei ved by the debtor during such period and (11) the cash

proceeds received by the debtor during such period to which the
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secured party is entitled under paragraphs (a) through (c) of
this subjection.

(5) If a sale of goods results in an account or chattel
paper which is transferred by the seller to a secured party, and
if the goods are returned to or are repossessed by the seller or
the secured party, the following rules determne priorities:

(a) If the goods were collateral at the tinme of sale for an
i ndebt edness 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 tinme 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 perfected status; in any other case,
the secured party nust take possession of the returned or repos-
sessed goods or nust 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 9308.

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

(d) A security interest of an unpaid transferee asserted

under paragraph (b) or (c) must be perfected for protection
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against creditors of the transferor and purchasers of the
returned or repossessed goods.

Sec. 9309. Nothing in this article limts the rights of a
hol der in due course of a negotiable instrunent (section 3302) or
a hol der to whom a negoti abl e docunent of title has been duly
negoti ated (section 7501) or a —boena—++de— PROTECTED purchaser of
a security (section —8362— 8303) and such hol ders or purchasers
take priority over an earlier security interest even though
perfected. Filing under this article does not constitute notice
of the security interest to such holders or purchasers.

Sec. 9312. (1) The rules of priority stated in other sec-
tions of this part and in the follow ng sections shall govern
when applicable: section —4268— 4210 wth respect to the secur-
ity interests of collecting banks in itens being collected,
acconpanyi ng docunents and proceeds; section 9103 on security
interests related to other jurisdictions; —ant— section 9114 on
consi gnnents; AND SECTI ON 9115 ON SECURI TY | NTERESTS | N | NVEST-
MENT PROPERTY.

(2) A perfected security interest in crops for new val ue
given to enable the debtor to produce the crops during the pro-
duction season and given not nore than 3 nonths before the crops
becone growi ng crops by planting or otherw se takes priority over
an earlier perfected security interest to the extent that such
earlier interest secures obligations due nore than 6 nonths
before the crops becone growi ng crops by planting or otherw se,
even t hough the person giving new val ue had knowl edge of the

earlier security interest.
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(3) Except as provided in subsection (4), a perfected
purchase noney security interest in inventory has priority over a
conflicting security interest in the sanme inventory and al so has
priority in identifiable cash proceeds received on or before the
delivery of the inventory to a buyer if:

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

(b) The purchase noney secured party gives notification in
witing to the holder of the conflicting security interest if the
hol der had filed a financing statenent covering the sane types of
inventory; (1) before the date of the filing made by the purchase
noney secured party; or, (i1i1) before the beginning of the 21-day
peri od where the purchase noney security interest is tenporarily
perfected without filing or possession (section 9304(5)); and

(c) The holder of the conflicting security interest receives
the notification within 5 years before the debtor receives pos-
session of the inventory; and

(d) The notification states that the person giving the
noti ce has or expects to acquire a purchase noney security inter-

est in inventory of the debtor, describing such inventory by item

or type.
(4) A purchase noney security interest in inventory coll at-
eral which consists entirely of farm produce as defined in the

grain dealers act, Act No. 141 of the Public Acts of 1939, being
sections 285.61 to 285.82a of the M chigan Conpiled Laws, and
which is retained by the producer of the farm produce shall have

priority over a conflicting security interest in the sane
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collateral, except for a security interest specified in
subsection (2), if the purchase noney security interest is per-
fected at the time the debtor receives possession of the collat-
eral or within 20 days thereafter.

(5) A purchase noney security interest in collateral other
than inventory has priority over a conflicting security interest
in the sanme collateral or its proceeds if the purchase noney
security interest is perfected at the tine the debtor receives
possession of the collateral or wwthin 20 days thereafter.

(6) In all cases not governed by other rules stated in this
section, including cases of purchase noney security interests
whi ch do not qualify for the special priorities set forth in sub-
sections (3), (4), and (5) of this section, priority between con-
flicting security interests in the sane collateral shall be
determ ned according to the foll ow ng rul es:

(a) Conflicting security interests rank according to prior-
ity intime of filing or perfection. Priority dates fromthe
time a filing is first nmade covering the collateral or the tine
the security interest is first perfected, whichever is earlier,
provided that there is no period thereafter when there is neither
filing nor perfection.

(b) So long as conflicting security interests are unper-
fected, the first to attach has priority.

(7) For the purposes of subsection (6) a date of filing or
perfection as to collateral is also a date of filing or perfec-

tion as to proceeds.
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(8) If future advances are nade while a security interest is
perfected by filing, the taking of possession, or under section
—8321—on—securitt+es— 9115 OR SECTI ON 9116 ON | NVESTMENT PROPERTY,
the security interest has the sane priority for the purposes of
subsection (6) OR SECTION 9115(5) with respect to the future
advances as it does with respect to the first advance. |If a com
mtment is made before or while the security interest is so per-
fected, the security interest has the sanme priority with respect
to advances made pursuant thereto. |In other cases a perfected
security interest has priority fromthe date the advance is
made.

Sec. 9994. —(1)— The article on docunents of title
(article 7) does not repeal or nodify any |aws prescribing the
formor contents of docunments of title or the services or facili-
ties to be afforded by bail ees, or otherw se regul ati ng bail ees
busi nesses in respects not specifically dealt with herein. ——but
the— THE fact that such |aws are viol ated does not affect the
status of a docunent of title which otherwi se conplies with the

definition of a docunment of title (section 1201).
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Enacting section 1. Sections 8308, 8309, 8310, 8311, 8312,
8313, 8314, 8315, 8316, 8317, 8318, 8319, 8320, 8321, and 8408 of
t he uni form commerci al code, 1962 PA 174, MCL 440. 8308, 440. 8309,
440. 8310, 440.8311, 440.8312, 440.8313, 440.8314, 440.8315,
440. 8316, 440.8317, 440.8318, 440.8319, 440.8320, 440.8321, and
440. 8408, are repeal ed.

Enacting section 2. This anendatory act takes effect
January 1, 1998.
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