HB 5228, As Passed Senate, December 5, 2000

SENATE SUBSTI TUTE FOR
HOUSE BI LL NO. 5228

House Bill No. 5228. entitled _ _ _

A bill to amend 1962 PA 174. entitled "Uniformcomercial code." by
anendi na sections 1105. 1201. 2103. 2210. 2326. 2502. 2716. 2A103.
2A303. 2A307. 2A309. 2A525. 4210. 7503. 8103. 8106. 8110. 8301. 8302.
8510. 9102. 9103. 9104. 9105. 9106. 9107. 9108. 9109. 9110. 9201. 9202.
9203. 9204. 9205. 9206. 9207. 9208. 9301. 9302. 9303. 9304. 9305. 9306.
9307. 9308. 9309. 9310. 9311. 9312. 9313. 9314. 9315. 9316. 9317. 9318.
9401. 9402. 9403. 9404. 9405. 9406. 9407. 9408. 9409. 9501. 9502. 9503.
9504. 9505. 9506. and 9507 (MCL 440.1105. 440.1201. 440.2103. 440.2210,
440.2326. 440. 2502. 440.2716. 440.2803. 440.2903. 440.2907. 440. 2909.
440.2975. 440.4210. 440.7503. 440.8103. 440.8106. 440.8110. 440.8301.
440. 8302. 440.8510. 440.9102. 440.9103. 440.9104. 440.9105. 440.9106.
440.9107. 440.9108. 440.9109. 440.9110. 440.9201. 440.9202. 440. 9203,
440. 9204. 440. 9205. 440.9206. 440.9207. 440.9208. 28 2 440.9301.

440. 9302. 440. 9303. 440.9304. 440.9305. 440.9306. 440.9307. 440.9308.
440. 9309. 440. 9310. 440.9311. 440.9312. 440.9313. 440.9314. 440. 9315.
440.9316. 440.9317. 440.9318. 440.9401. 440.9402. 440.9403. 440.9404.
440. 9405. 440. 9406. 440.9407. 440.9408. 440.9409. 440.9501.  440. 9502.
440.9503. 440.9504. 440.9505. 440.9506. and 440.9507). sections 1105.
9203, and 9402 as anended bv 1998 PA 489. section 1201 as anended and

secti ons 2A103. 2A303. 2A307. and 2A309 and 2A525 as added bv 1992 PA
101. section 2326 as anended bv 1982 PA 397. section 4210 as anended by
1993 PA 130. sections 8103. 8106. 8301. 8302. 9301. 9302. 9303. 9306.
9309. and 9312 as anended and sections 8110 and 8510 as added bv 1998
PA 278. sections 9103. 9104. 9105. 9106. 9304. and 9305 as anended by
1998 PA 488. secti on 9307 as anended bv 1985 PA 199. section 9313 as
anended bv 1980 PA 53. section 9401 as anended bv 1990 PA 288. sections
9403 and 9404 as anended bv 1992 PA 186. sections 9405 and 9407 as

anended bv 1988 PA 130. and section 9406 as anended bv 1989 PA 216, and
bv addi na_sections 5118. 9209. 9210. 9319. 9320. 9321. 9322. 9323.

9324. 9325. 9326. 9327. 9328. 9329. 9330. 9331. 9332. 9333. 9334. 9335.
9336. 9337. 9338. 9339. 9340. 9341. 9342. 9508. 9509. 9510. 9511. 9512.
9513. 9514. 9515. 9516. 9517. 9518. 9519. 9520. 9521. 9522. 9523. 9524.
9525. 9526. 9527. 9601. 9602. 9603. 9604. 9605. 9606. 9607. 9608. 9609.
9610. 9611. 9612. 9613. 9614. 9615. 9616. 9617. 9618. 9619. 9620. 9621.
9622. 9623. 9624. 9625. 9626. 9627. 9628. 9701. 9702. 9703. 9704. 9705,
9706, 9707, 9708, and 9709; and to repeal acts and parts of acts.
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THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 1105. (1) Except as provided in this section, if a
transaction bears a reasonable relation to this state and also to
anot her state or nation the parties nay agree that the | aw either
of this state or of the other state or nation shall govern their
rights and duties. Failing agreenent this act applies to trans-
actions bearing an appropriate relation to this state.

(2) If 1 of the followi ng provisions of this act specifies
the applicable | aw, that provision governs and a contrary agree-
ment is effective only to the extent permtted by the |aw
(including the conflict of |aws rul es) specified:

Ri ghts of creditors against sold

goods. Section 2402.
APPLI CABI LI TY OF THE ARTI CLE ON

LEASES. SECTI ONS 2A105 AND 2A106.
Applicability of the article on

bank deposits and col |l ections. Section 4102.
Governing law in the article on

funds transfers. Secti on —4A502— 4A507.
Letters of credit. Section —5156— 5116.
Applicability of the article on

i nvest nent securities. Section 8110.

ieabili E ol

leases Sections—2A105—and—2A106

Perfectt+on—provistons—of—the

02120’ 99 (S-1)
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House Bill No. 5228 4
LAW GOVERNI NG PERFECTI ON, THE

EFFECT OF PERFECTI ON OR NONPER-

FECTI ON, AND THE PRIORITY OF

SECURI TY | NTERESTS AND AGRI CUL-

TURAL LI ENS. SECTI ONS 9301 THROUGH

9307.
Sec. 1201. Subject to additional definitions contained in

t he subsequent articles of this act which are applicable to spe-
cific articles or parts of this act, and unless the context oth-

erwi se requires, in this act:

(1) "Action" in the sense of a judicial proceeding includes
recoupnment, counterclaim setoff, suit in equity, and any other
proceedi ngs in which rights are determ ned.

(2) "Aggrieved party" means a party entitled to resort to a
renedy.

(3) "Agreenent” neans the bargain of the parties in fact as
found in their | anguage or by inplication fromother circum

stances including course of dealing or usage of trade or course
of performance as provided in this act (sections 1205 and 2208).
Whet her an agreenent has | egal consequences is determ ned by the
provi sions of this act, if applicable; otherwi se by the | aw of
contracts (section 1103). (Conpare "Contract".)

(4) "Bank"™ means any person engaged in the business of
banki ng.

(5) "Bearer"™ means the person in possession of an instru-
ment, docunent of title, or certificated security payable to

bearer or indorsed in bl ank.

02120’ 99 (S-1)
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(6) "Bill of lading" nmeans a docunent evidencing the receipt
of goods for shipnent issued by a person engaged in the business
of transporting or forwardi ng goods, and includes an airbill
"Airbill" means a docunent serving for air transportation as a
bill of l|ading does for marine or rail transportation, and
i ncludes an air consignnment note or air waybill.

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

(8) "Burden of establishing a fact” neans the burden of per-

suading the triers of fact that the existence of the fact is nore
probabl e than its nonexi stence.
(9) "Buyer in ordinary course of business" neans a person

t+al—satisfactt+on—of —armoney—debt— THAT BUYS GOODS | N GOOD
FAI TH, W THOUT KNOALEDGE THAT THE SALE VI OLATES THE RI GHTS OF

ANOTHER PERSON IN THE GOOD, AND I N THE ORDI NARY COURSE FROM A
PERSON, OTHER THAN A PAWNBROKER, | N THE BUSI NESS OF SELLI NG GOODS

02120’ 99 (S-1)
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OF THAT KIND. A PERSON BUYS GOODS I N THE ORDI NARY COURSE | F THE
SALE TO THE PERSON COVPORTS W TH THE USUAL OR CUSTOVARY PRACTI CES
IN THE KIND OF BUSI NESS | N WHI CH THE SELLER | S ENGAGED OR W TH
THE SELLER S OAN USUAL OR CUSTOMARY PRACTI CES. A PERSON THAT
SELLS O L, GAS, OR OTHER M NERALS AT THE WELLHEAD OR M NEHEAD | S
A PERSON | N THE BUSI NESS OF SELLI NG GOODS OF THAT KIND. A BUYER
| N ORDI NARY COURSE OF BUSI NESS MAY BUY FOR CASH, BY EXCHANGE OF
OTHER PROPERTY, OR ON SECURED OR UNSECURED CREDI T, AND MNAY

ACQUI RE GOODS OR DOCUMENTS OF Tl TLE UNDER A PREEXI STI NG CONTRACT
FOR SALE. ONLY A BUYER THAT TAKES POSSESSI ON OF THE GOODS OR HAS
A Rl GHT TO RECOVER THE GOODS FROM THE SELLER UNDER ARTI CLE 2 NAY
BE A BUYER | N ORDI NARY COURSE OF BUSI NESS. A PERSON THAT

ACQUI RES GOODS I N A TRANSFER | N BULK OR AS SECURI TY FOR OR I N
TOTAL OR PARTI AL SATI SFACTI ON OF A MONEY DEBT IS NOT A BUYER I N
ORDI NARY COURSE OF BUSI NESS.

(10) "Conspicuous": A termor clause is conspicuous when it
is so witten that a reasonabl e person agai nst whomit is to
operate ought to have noticed it. A printed heading in capitals
(as: non-negotiable bill of lading) is conspicuous. Language in
the body of a formis "conspicuous” if it is in |larger or other
contrasting type or color. But in a telegramany stated termis
"conspi cuous”. \Wether a termor clause is "conspicuous” or not
is for decision by the court.

(11) "Contract” neans the total |egal obligation which
results fromthe parties’ agreenent as affected by this act and
any other applicable rules of law. (Conpare "Agreenent".)

02120’ 99 (S-1)



© 00 N O O A W N P

N NN NNNDNNNRERRERERERPRERPRPR PP
N~ o 00N WN P O © 0N O 0o~ WN P O

HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 7

(12) "Creditor” includes a general creditor, a secured
creditor, a lien creditor and any representative of creditors,
i ncludi ng an assignee for the benefit of creditors, a trustee in
bankruptcy, a receiver in equity, and an executor or adm nistra-
tor of an insolvent debtor’s or assignor’s estate.

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

(14) "Delivery"” with respect to instrunents, docunents of
title, chattel paper, or certificated securities means vol untary

transfer of possession.

(15) "Docunent of title" includes bill of Iading, dock war-
rant, dock receipt, warehouse receipt, or order for the delivery
of goods, and al so any other docunent which in the regular course
of business or financing is treated as adequately evidencing that
the person in possession of it is entitled to receive, hold, and
di spose of the docunent and the goods it covers. To be a docu-
ment of title a docunent nust purport to be issued by or
addressed to a bailee and purport to cover goods in the bailee’s
possessi on which are either identified or are fungi ble portions
of an identified nass.

(16) "Fault"™ means wongful act, om ssion, or breach.

(17) "Fungible"” with respect to goods or securities neans
goods or securities of which any unit is, by nature or usage of
trade, the equivalent of any other like unit. Goods which are
not fungi ble shall be deenmed fungible for the purposes of this
act to the extent that under a particul ar agreenent or docunent

unlike units are treated as equival ents.

02120’ 99 (S-1)
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(18) "Cenuine" means free of forgery or counterfeiting.

(19) "CGood faith" neans honesty in fact in the conduct or
transacti on concer ned.

(20) "Holder", with respect to a negotiabl e instrunent,
nmeans the person in possession if the instrunent is payable to
bearer or, in the case of an instrunent payable to an identified
person, if the identified person is in possession. Holder, wth
respect to a docunment of title, nmeans the person in possession if
the goods are deliverable to bearer or to the order of the person

I n possessi on.

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

(22) "lInsol vency proceedi ngs" includes any assignnent for
the benefit of creditors or other proceedings intended to Iiqui-
date or rehabilitate the estate of the person invol ved.

(23) A person is "insolvent” who either has ceased to pay
his or her debts in the ordinary course of business or cannot pay
his or her debts as they becone due or is insolvent within the
nmeani ng of the federal bankruptcy |aw.

(24) "Money" means a nedi um of exchange aut horized or
adopted by a donestic or foreign governnent and includes a none-
tary unit of account established by an intergovernnental organi-
zation or by agreenent between 2 or nore nations.

(25) A person has "notice" of a fact when —a)—He— HE or
she has actual know edge of it; —er—{b)y—He— HE or she has
received a notice or notification of it; or —(ej—From FROM al

02120’ 99 (S-1)
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the facts and circunstances known to himor her at the tine in
guestion he or she has reason to know that it exists. A person
"knows" or has "know edge" of a fact when he or she has actual
know edge of it. "Discover” or "learn" or a word or phrase of
simlar inmport refers to know edge rather than to reason to

know. The tinme and circunstances under which a notice or notifi-
cation may cease to be effective are not determ ned by this act.

(26) A person "notifies" or "gives" a notice or notification
to anot her by taking such steps as may be reasonably required to
informthe other in ordinary course whether or not such other
actually comes to know of it. A person "receives" a notice or
notification when 1 OF THE FOLLON NG OCCURS

(a) It cones to his or her attention. ——or—

(b) It is duly delivered at the place of business through
whi ch the contract was nmade or at any other place held out by him
or her as the place for receipt of such comunicati ons.

(27) Notice, know edge, or a notice or notification received
by an organi zation is effective for a particular transaction from
the tine when it is brought to the attention of the individual
conducting that transaction, and in any event fromthe time when
it woul d have been brought to the individual’s attention if the
organi zati on had exerci sed due diligence. An organization exer-
cises due diligence if it maintains reasonable routines for com
muni cating significant information to the person conducting the
transaction and there is reasonable conpliance with the
routines. Due diligence does not require an individual acting
for the organi zation to conmuni cate i nformation unless such

02120’ 99 (S-1)
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comuni cation is part of his or her regular duties or unless he
or she has reason to know of the transaction and that the trans-
action would be materially affected by the information.

(28) "Organi zation" includes a corporation, governnent, or
gover nment al subdi vi si on or agency, business trust, estate,
trust, partnership or association, 2 or nore persons having a
joint or conmon interest, or any other |egal or commerci al
entity.

(29) "Party", as distinct from"third party", means a person
who has engaged in a transaction or nmade an agreenment within this
act .

(30) "Person" includes an individual or an organization (see
section 1102).

(31) "Presunption"” or "presumed" neans that the trier of
fact must find the existence of the fact presunmed unl ess and
until evidence is introduced which would support a finding of its
nonexi st ence.

(32) "Purchase" includes taking by sale, discount, negotia-
tion, nortgage, pledge, lien, SECURI TY | NTEREST, issue or reis-
sue, gift, or any other voluntary transaction creating an inter-
est in property.

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

(34) "Renedy" neans any renedial right to which an aggrieved
party is entitled with or without resort to a tribunal.

(35) "Representative" includes an agent, an officer of a

corporation or association, and a trustee, executor, or

02120’ 99 (S-1)
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House Bill No. 5228 11
adm ni strator of an estate, or any other person enpowered to act
for anot her.

(36) "Rights" includes renedies.

(37) "Security interest” neans an interest in personal prop-
erty or fixtures which secures paynent or performance of an
obligati on. —Fheretentron—or—reservatron—oftitte by a—setter
“securityitnterest”"—— The termal so includes any interest of a

CONSI GNOR AND A buyer of —aceounts—or— AN ACCOUNT, chattel paper,
—whieh— A PAYMENT | NTANG BLE, OR A PROM SSORY NOTE I N A TRANSAC-
TION THAT is subject to article 9. The special property interest
of a buyer of goods on identification of those goods to a con-
tract for sale under section 2401 is not a "security interest",

but a buyer may al so acquire a "security interest” by conplying

with article 9. —Unless—a—constgnrent—+s—intended—as——securtty;

stgnfent——sates—(section—2326)— EXCEPT AS OTHERW SE PROVI DED I N
SECTI ON 2505, THE RIGHT OF A SELLER OR LESSOR OF GOODS UNDER

ARTI CLE 2 OR 2A TO RETAIN OR ACQUI RE POSSESSI ON OF THE GOODS | S
NOT A "SECURI TY | NTEREST", BUT A SELLER OR LESSOR MAY ALSO
ACQUI RE A "SECURI TY | NTEREST" BY COWPLYI NG WTH ARTICLE 9. THE
RETENTI ON OR RESERVATI ON OF TI TLE BY A SELLER OF GOODS NOTW TH-
STANDI NG SHI PMENT OR DELI VERY TO THE BUYER ( SECTI ON 2401) IS
LIMTED I N EFFECT TO A RESERVATI ON OF A "SECURI TY | NTEREST".
Whet her a transaction creates a | ease or security interest is

02120’ 99 (S-1)



© 00 N O O A W N P

N NN NNNDNNNRERRERERERPRERPRPR PP
N~ o 00N WN P O © 0N O 0o~ WN P O

HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 12

determ ned by the facts of each case; however, a transaction
creates a security interest if the consideration the |lessee is to
pay the |l essor for the right to possession and use of the goods
is an obligation for the termof the | ease not subject to term -
nation by the | essee, and any of the follow ng:

(a) The original termof the |ease is equal to or greater
than the remaining economc |ife of the goods.

(b) The lessee is bound to renew the | ease for the renaining
econonmic life of the goods or is bound to becone the owner of the
goods.

(c) The |l essee has an option to renew the | ease for the
remai ni ng econonmc life of the goods for no additional considera-
tion or nom nal additional consideration upon conpliance with the
| ease agreenent.

(d) The | essee has an option to becone the owner of the
goods for no additional consideration or nom nal additional con-
sideration upon conpliance with the | ease agreenent.

A transaction does not create a security interest nerely
because it provides any of the follow ng:

(a) The present value of the consideration the |essee is
obligated to pay the |l essor for the right to possession and use
of the goods is substantially equal to or is greater than the
fair market value of the goods at the time the |lease is entered
i nto.

(b) The | essee assunes risk of |oss of the goods, or agrees
to pay taxes, insurance, filing, recording, or registration fees,
or service or nmintenance costs with respect to the goods.

02120’ 99 (S-1)
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(c) The |l essee has an option to renew the | ease or to becone
t he owner of the goods.

(d) The | essee has an option to renew the | ease for a fixed
rent that is equal to or greater than the reasonably predictable
fair market rent for the use of the goods for the termof the
renewal at the tinme the option is to be perforned.

(e) The | essee has an option to becone the owner of the
goods for a fixed price that is equal to or greater than the rea-
sonably predictable fair nmarket value of the goods at the tine

the option is to be perforned.

As used in this subsection:

(a) Additional consideration is not nomnal if when the
option to renew the lease is granted to the | essee the rent is
stated to be the fair market rent for the use of the goods for
the termof the renewal determned at the tinme the option is to
be perforned, or when the option to becone the owner of the goods
is granted to the |l essee, the price is stated to be the fair
mar ket val ue of the goods determ ned at the tine the option is to
be perforned. Additional consideration is nomnal if it is |less
than the | essee’s reasonably predictable cost of perform ng under
the | ease agreenent if the option is not exercised.

(b) "Present val ue" neans the anpunt as of a date certain of
1 or nore suns payable in the future, discounted to the date
certain. The discount is determ ned by the interest rate speci-
fied by the parties if the rate is not manifestly unreasonabl e at
the time the transaction is entered into; otherw se, the di scount
is determined by a cormercially reasonable rate that takes into

02120’ 99 (S-1)
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account the facts and circunstances of each case at the time the
transaction was entered into.

(c) "Reasonably predictable” and "renmai ning econonmic |ife of
t he goods"” are to be determined with reference to the facts and
circunstances at the time the transaction is entered into.

(38) "Send" in connection with any witing or notice neans
to deposit in the mail or deliver for transm ssion by any other
usual means of communi cation with postage or cost of transm ssion
provi ded for and properly addressed and in the case of an instru-
nment to an address specified thereon or otherw se agreed, or if
there be none to any address reasonabl e under the circunstances.
The receipt of any witing or notice within the tine at which it

woul d have arrived, if properly sent, has the effect of a proper
sendi ng.

(39) "Signed" includes any synbol executed or adopted by a
party with present intention to authenticate a witing, including

a carbon copy of his or her signature.

(40) "Surety" includes guarantor.

(41) "Telegram' includes a nessage transmtted by radio,
tel etype, cable, any nechani cal nethod of transm ssion, or the
li ke.

(42) "Ternt neans that portion of an agreenment which rel ates
to a particular matter.

(43) "Unaut hori zed" signature neans one nade without actual,
i nplied or apparent authority and includes a forgery.

(44) "Value". Except as otherw se provided with respect to
negoti abl e i nstrunments and bank col |l ections (sections 3303, 4208,

02120’ 99 (S-1)
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and 4209) a person gives "value" for rights if the person
acquires them

(a) Inreturn for a binding commtnent to extend credit or
for the extension of imrediately avail able credit whether or not
drawn upon and whet her or not a charge-back is provided for in
the event of difficulties in collection; or

(b) As security for or in total or partial satisfaction of a
preexi sting claim or

(c) By accepting delivery pursuant to a preexisting contract

for purchase; or

(d) Cenerally, in return for any consideration sufficient to
support a sinple contract.

(45) "Warehouse receipt” neans a receipt issued by a person

engaged in the business of storing goods for hire.

(46) "Witten" or "witing"” includes printing, typewiting,
or any other intentional reduction to tangible form

Sec. 2103. (1) In this article unless the context otherw se
requires:

(a) "Buyer" neans a person who buys or contracts to buy
goods.

(b) "Good faith" in the case of a nerchant neans honesty in

fact and the observance of reasonable comrercial standards of
fair dealing in the trade.

(c) "Receipt" of goods neans taking physical possession of
t hem

(d) "Seller" means a person who sells or contracts to sel
goods.

02120’ 99 (S-1)
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2 specified parts thereof,
3 are:

4

5 " Accept ance"

6 “Banker’s credit".

7 " Bet ween nerchant s”

8 "Cancel | ation".

9 "Commercial unit".

10 "Confirmed credit”.

11 "Conformng to contract”.
12 "Contract for sale".

13 “Cover".

14 "Entrusting".

15 "Fi nanci ng agency".

16 "Future goods".

17 " CGoods".

18 “ldentification".

19 "I nstal l ment contract™.
20 "Letter of credit”.
21  "Lot".
22 "Merchant ™.
23 "Overseas"”.
24 "Person in position of seller".
25 "Present sale".
26  "Sal e".
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(2) Oher definitions applying to this article or to
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"Sal e on approval ".
"Sale or return".
"Term nati on".

Secti on 2326.
Secti on 2326.
Section 2106.

(3) The following definitions in other articles apply to

this article:

" Check".
" Consi gnee".
" Consi gnor".

" Consuner goods

"Di shonor".

"Draft".

Section 3104.
Section 7102.
Section 7102.
Section —9169—
9102.

Section —35607—
3502.

Section 3104.

(4) In addition article 1 contains general definitions and

principles of construction and interpretation applicable through-

out this article.

Sec. 2210. (1) A party may perform —his— THAT PARTY S duty
t hrough a del egate unl ess otherw se agreed or unl ess the other
in having —his— THAT OTHER

party has a substantial interest

PARTY' S original prom sor performor control

the acts required by

the contract. No del egation of performance relieves the party

del egating of any duty to performor any liability for breach.

(2) Unless otherw se agreed al

rights of either seller or

buyer can be assi gned except where the assignnment would materi -

ally change the duty of the other

party,

or

i ncrease materially

the burden or risk inposed on —him- THE OTHER PARTY by —his— THAT

02120’ 99 (S-1)
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OTHER PARTY’' S contract, or inpair materially —his— THE OTHER
PARTY' S chance of obtaining return performance. A right to dam
ages for breach of the whole contract or a right arising out of
t he assignor’s due performance of his OR HER entire obligation
can be assigned despite agreenent otherw se.

(3) THE CREATI ON, ATTACHMVENT, PERFECTI ON, OR ENFORCEMENT OF
A SECURITY I NTEREST IN THE SELLER S | NTEREST UNDER A CONTRACT IS
NOT A TRANSFER THAT MATERI ALLY CHANGES THE DUTY OF OR | NCREASES
MATERI ALLY THE BURDEN OR RI SK | MPOSED ON THE BUYER OR | MPAI RS
MATERI ALLY THE BUYER S CHANCE OF OBTAI NI NG RETURN PERFORVMANCE
W THI N THE PURVI EW OF SUBSECTI ON (2) UNLESS, AND THEN ONLY TO THE
EXTENT THAT, ENFORCEMENT ACTUALLY RESULTS IN A DELEGATI ON OF
MATERI AL PERFORVANCE OF THE SELLER. EVEN I N THAT EVENT, THE CRE-
ATl ON, ATTACHVENT, PERFECTI ON, AND ENFORCEMENT OF THE SECURI TY
| NTEREST REMAI N EFFECTI VE, BUT (i) THE SELLER I'S LI ABLE TO THE
BUYER FOR DAMAGES CAUSED BY THE DELEGATI ON TO THE EXTENT THAT THE
DAMAGES COULD NOT REASONABLY BE PREVENTED BY THE BUYER, AND (ii)

A COURT HAVI NG JURI SDI CTI ON MAY GRANT OTHER APPROPRI ATE RELI EF,

| NCLUDI NG CANCELLATI ON OF THE CONTRACT FOR SALE OR AN | NJUNCTI ON
AGAI NST ENFORCEMENT OF THE SECURI TY | NTEREST OR CONSUMVATI ON OF
THE ENFORCEMENT.

(4) —3)— Unless the circunstances indicate the contrary a
prohi bition of assignnment of "the contract” is to be construed as
barring only the del egation to the assignee of the assignor’s
per f or mance.

(5) —(4)— An assignnent of "the contract” or of "all ny
rights under the contract” or an assignment in simlar general

02120’ 99 (S-1)
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terms is an assignnment of rights and unl ess the | anguage or the
ci rcunstances (as in an assignnent for security) indicate the
contrary, it is a delegation of performance of the duties of the
assignor and its acceptance by the assignee constitutes a prom se
by —him- THE ASSI GNEE to performthose duties. This promse is
enforceabl e by either the assignor or the other party to the
original contract.

(6) —5)— The other party may treat any assi gnment which
del egat es perfornmance as creating reasonabl e grounds for insecur-
ity and may without prejudice to —hts— THAT OTHER PARTY' S rights
agai nst the assignor denand assurances fromthe assignee (section
2609) .

Sec. 2326. (1) Unless otherw se agreed, if delivered goods
may be returned by the buyer even though they conformto the con-
tract, the transaction is

(a) A "sale on approval” if the goods are delivered primar-
ily for use, and

(b) A "sale or return" if the goods are delivered primarily
for resale.

(2) —Exeept—as—providedin—subsection—(3)5—goods— GOODS hel d
on approval are not subject to the clainms of the buyer’s credi-
tors until acceptance; goods held on sale or return are subject
to such clains while in the buyer’s possession.

02120’ 99 (S-1)
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(3) (4)— Any "or return” termof a contract for sale is to
be treated as a separate contract for sale within the statute of
frauds section of this article (section 2201) and as contradict-
ing the sale aspect of the contract within the provisions of this
article on parol or extrinsic evidence (section 2202).

(4) —5)— Whenever a person delivers or causes to be deliv-
ered a work of fine art to an art dealer for the purpose of sale,
or exhibition and sale, to the public on a conm ssion, the work
of fine art is not subject to the clains of the art dealer’s

creditors. For the purposes of this subsection, the terns "art
deal er”, "conm ssion”, and "fine art" have the neani ngs ascri bed
to themin section 1 of —Act—No—90—of thePublic-Acts—of 1979

1979 PA 90,

MCL 442. 311.

02120’ 99 (S-1)
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Sec. 2502. (1) Subject to —stubsection— SUBSECTI ONS (2) AND
(3) and even though the goods have not been shipped a buyer who
has paid a part or all of the price of goods in which he OR SHE
has a special property under the provisions of the i mediately
precedi ng section may on maki ng and keepi ng good a tender of any

unpai d portion of their price recover themfromthe seller if

fHrst—instattrent—on—thetr—prree— 1 OF THE FOLLON NG OCCURS
(A) I N THE CASE OF GOODS BOUGHT FOR PERSONAL, FAMLY, OR

HOUSEHOLD PURPCSES, THE SELLER REPUDI ATES OR FAILS TO DELI VER AS
REQUI RED BY THE CONTRACT.

(B) IN ALL CASES, THE SELLER BECOVES | NSOLVENT W THI N 10
DAYS AFTER RECElI PT OF THE FI RST | NSTALLMENT ON THEI R PRI CE.

(2) THE BUYER S RI GHT TO RECOVER THE GOODS UNDER SUBSECTI ON
(1) (A) VESTS UPON ACQUI SI TI ON OF A SPECI AL PROPERTY, EVEN | F THE
SELLER HAD NOT THEN REPUDI ATED OR FAI LED TO DELI VER

(3) 2~ If the identification creating his OR HER speci al
property has been nade by the buyer he OR SHE acquires the right
to recover the goods only if they conformto the contract for
sal e.

Sec. 2716. (1) Specific perfornmance may be decreed where
t he goods are unique or in other proper circunstances.

(2) The decree for specific performance nmay include such
terms and conditions as to paynent of the price, damages, or
other relief as the court may deem j ust.

(3) The buyer has a right of replevin or recovery in a claim
and delivery proceeding for goods identified to the contract if

02120’ 99 (S-1)
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after reasonable effort he OR SHE is unable to effect cover for
such goods or the circunstances reasonably indicate that such
effort will be unavailing or if the goods have been shi pped under
reservation and satisfaction of the security interest in them has
been nade or tendered. |IN THE CASE OF GOODS BOUGHT FOR PERSONAL,
FAM LY, OR HOUSEHOLD PURPOSES, THE BUYER S RI GHT OF REPLEVI N
VESTS UPON ACQUI SI TI ON OF A SPECI AL PROPERTY, EVEN | F THE SELLER
HAD NOT THEN REPUDI ATED OR FAI LED TO DELI VER.

Sec. 2A103. (1) In this article unless the context other-
Wi se requires:

(a) "Buyer in ordinary course of business" neans a person
who in good faith and wi thout know edge that the sale to himor
her is in violation of the ownership rights or security interest
or leasehold interest of a third party in the goods buys in ordi-
nary course froma person in the business of selling goods of
that ki nd but does not include a pawnbroker. "Buying" may be for
cash or by exchange of other property or on secured or unsecured
credit and includes receiving goods or docunents of title under a
pre-existing contract for sale but does not include a transfer in
bul k or as security for or in total or partial satisfaction of a
noney debt.

(b) "Cancellation" occurs when either party puts an end to
the | ease contract for default by the other party.

(c) "Conmercial unit" means such a unit of goods as by com
nercial usage is a single whole for purposes of |ease and divi-
sion of which nmaterially inpairs its character or value on the
market or in use. A commercial unit nay be a single article, as

02120’ 99 (S-1)
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a machine, or a set of articles, as a suite of furniture or a

| ine of machinery, or a quantity, as a gross or carload, or any
other unit treated in use or in the relevant narket as a single
whol e.

(d) "Conform ng" nmeans goods or perfornmance under a | ease
contract that are in accordance with the obligations under the
| ease contract.

(e) "Consuner |ease" neans a |ease that a | essor regularly
engaged in the business of leasing or selling makes to a | essee

who is an individual and who takes under the |ease primarily for
a personal, famly, or household purpose, if the total paynents
to be nade under the | ease contract, excluding paynents for
options to renew or buy, do not exceed $25, 000. 00.

(f) "Fault" nmeans wongful act, om ssion, breach, or
defaul t.

(g) "Finance | ease" neans a |l ease with respect to which al
of the follow ng apply:

(i) The | essor does not sel ect, manufacture, or supply the
goods.

(ii) The | essor acquires the goods or the right to posses-
sion and use of the goods in connection with the |ease.

(iii) One of the follow ng occurs:

(A) The | essee receives a copy of the contract by which the
| essor acquired the goods or the right to possession and use of

t he goods before signing the | ease contract.

02120’ 99 (S-1)
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(B) The | essee’s approval of the contract by which the
| essor acquired the goods or the right to possession and use of
the goods is a condition to effectiveness of the | ease contract.

(C© The |l essee, before signing the | ease contract, receives
an accurate and conpl ete statenent designating the proni ses and
warranties, and any disclaimers of warranties, limtations or
nodi fications of remedies, or |iquidated damages, including those
of athird party, such as the manufacturer of the goods, provided
to the |l essor by the person supplying the goods in connection
with or as part of the contract by which the | essor acquired the
goods or the right to possession and use of the goods.

(D) If the lease is not a consuner |ease, the | essor, before
the | essee signs the | ease contract, inforns the |l essee in wit-
ing of the follow ng:

(I') The identity of the person supplying the goods to the
| essor, unless the | essee has selected that person and directed
the | essor to acquire the goods or the right to possession and
use of the goods fromthat person.

(I'l) The lessee is entitled under this article to the prom
i ses and warranties, including those of any third party, provided
to the |l essor by the person supplying the goods in connection
with or as part of the contract by which the | essor acquired the
goods or the right to possession and use of the goods.

(') The | essee may commruni cate with the person supplying
the goods to the | essor and receive an accurate and conplete
statenent of those prom ses and warranties, including any
disclainmers and Iimtations of themor of renedies.

02120’ 99 (S-1)
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(h) "Goods" neans all things that are novable at the tinme of
identification to the | ease contract, or are fixtures (section
2A309), but the term does not include noney, docunents, instru-
nments, accounts, chattel paper, general intangibles, or mnerals
or the like, including oil and gas, before extraction. The term
al so i ncludes the unborn young of ani mals.

(i) "Installnent |ease contract” nmeans a | ease contract that
aut horizes or requires the delivery of goods in separate lots to
be separately accepted, even though the | ease contract contains a
cl ause "each delivery is a separate |ease” or its equivalent.

(j) "Lease" neans a transfer of the right to possession and
use of goods for a termin return for consideration, but a sale,

i ncluding a sale on approval or a sale or return, or retention or
creation of a security interest is not a |ease. Unless the con-
text clearly indicates otherwise, the termincludes a subl ease.

(k) "Lease agreenent"” nmeans the bargain, with respect to the
| ease, of the |essor and the |l essee in fact as found in their
| anguage or by inplication fromother circunstances including
course of dealing or usage of trade or course of performance as
provided in this article. Unless the context clearly indicates
ot herwi se, the termincludes a subl ease agreenent.

() "Lease contract" neans the total |egal obligation that
results fromthe | ease agreenent as affected by this article and
any other applicable rules of law. Unless the context clearly
i ndi cates otherw se, the termincludes a subl ease contract.

(m "Leasehold interest” neans the interest of the | essor or

the | essee under a | ease contract.

02120’ 99 (S-1)
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(n) "Lessee" nmeans a person who acquires the right to
possessi on and use of goods under a |ease. Unless the context
clearly indicates otherwi se, the termincludes a subl essee.

(o) "Lessee in ordinary course of business" nmeans a person
who in good faith and wi thout know edge that the | ease to himor
her is in violation of the ownership rights or security interest
or | easehold interest of a third party in the goods |eases in
ordinary course froma person in the business of selling or |eas-
i ng goods of that kind but does not include a pawnbroker.

"Leasi ng" may be for cash or by exchange of other property or on
secured or unsecured credit and includes receiving goods or docu-
ments of title under a pre-existing | ease contract but does not
include a transfer in bulk or as security for or in total or par-
tial satisfaction of a noney debt.

(p) "Lessor" means a person who transfers the right to pos-
session and use of goods under a |ease. Unless the context
clearly indicates otherwi se, the termincludes a subl essor.

(q) "Lessor’s residual interest"” means the |lessor’s interest
in the goods after expiration, termnation, or cancellation of
the | ease contract.

(r) "Lien" means a charge against or interest in goods to
secure paynent of a debt or perfornmance of an obligation, but the
term does not include a security interest.

(s) "Lot" neans a parcel or a single article that is the
subject matter of a separate | ease or delivery, whether or not it
is sufficient to performthe | ease contract.

02120’ 99 (S-1)
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(t) "Merchant | essee” neans a |lessee that is a nerchant with
respect to goods of the kind subject to the | ease.

(u) "Present val ue" neans the anbunt as of a date certain of
1 or nore suns payable in the future, discounted to the date
certain. The discount is determned by the interest rate speci-
fied by the parties if the rate was not manifestly unreasonabl e
at the time the transaction was entered into; otherw se, the dis-
count is determned by a commercially reasonable rate that takes
into account the facts and circunstances of each case at the tine
the transaction was entered into.

(v) "Purchase" includes taking by sale, |ease, nortgage,
security interest, pledge, gift, or any other voluntary transac-
tion creating an interest in goods.

(w) "Subl ease"” neans a | ease of goods the right to posses-
sion and use of which was acquired by the | essor as a | essee
under an existing | ease.

(x) "Supplier” means a person fromwhom a | essor buys or
| eases goods to be | eased under a finance | ease.

(y) "Supply contract" means a contract under which a | essor
buys or | eases goods to be | eased.

(z) "Term nation" occurs when either party pursuant to a
power created by agreenent or |law puts an end to the | ease con-
tract otherw se than for default.

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

" Accessi ons". Section 2A310(1).

02120’ 99 (S-1)
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"Construction nortgage". Section 2A309(1)(d).
"Encunbrance”. Section 2A309(1)(e).
"Fi xtures". Section 2A309(1)(a).
"Fixture filing". Section 2A309(1)(b).
"Purchase noney | ease". Section 2A309(1)(c).

(3) The following definitions in other articles apply to

this article:

"Account ". Section —9166— 9102(1)(B).
" Bet ween ner chants". Section 2104(3).
" Buyer". Section 2103(1)(a).
"Chattel paper". Secti on —91085(H)(b)y— 9102(1) (K).
"Consuner goods". Section —9109(1H)— 9102(1) (W.
"Docunent . Secti on —9105(1H)(F)— 9102(1) (DD).
"Entrusting". Section 2403(3).
"CGeneral —+ntangtbtes— | NTANG BLE". Secti on —9166— 9102(1) (PP)
"Good faith". Section 2103(1)(b).
"I nstrunent". Secti on —9105(1H)(+)— 9102(1) (WJ).
“Merchant ™. Section 2104(1).
"Mort gage". Secti on —9105(1H)(3)— 9102(1) (CCO) .
"Pursuant to commitnent”. Secti on —9105(1H)(k)— 9102(1) (SSS).
"Recei pt". Section 2103(1)(c).
" Sal e". Section 2106(1).
"Sal e on approval ". Secti on —2326(1H){(a)— 2326.
"Sale or return”. Secti on —2326(1H)(b)— 2326.
"Seller". Section 2103(1)(d).

02120’ 99 (S-1)
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(4) In addition article 1 contains general definitions and
principles of construction and interpretation applicable
t hroughout this article.

Sec. 2A303. (1) As used in this section, "creation of a
security interest” includes the sale of a | ease contract that is
subject to article 9, secured transactions, by reason of section
—9102(1H)(b)y— 9109(1) (O

(2) Except as provided in —stubsections— SUBSECTI ON (3) and
—4)— SECTI ON 9407, a provision in a | ease agreenent (i) which

prohibits the voluntary or involuntary transfer, including a
transfer by sale, sublease, creation, or enforcenent of a secur-
ity interest, or attachnent, |evy, or other judicial process, of
an interest of a party under the |ease contract or of the

| essor’s residual interest in the goods, or (ii) makes such a
transfer an event of default, gives rise to the rights and rene-
di es provided in subsection |(5— (4), but a transfer that is
prohibited or is an event of default under the | ease agreenent is

ot herw se effective.

02120’ 99 (S-1)
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(3) (4)— A provision in a | ease agreenent which (i) prohib-
its a transfer of a right to danages for default with respect to
the whol e | ease contract or of a right to paynent arising out of
the transferor’s due performance of the transferor’s entire obli-
gation, or (ii) nmakes such a transfer an event of default, is not
enforceabl e, and such a transfer is not a transfer that materi -
ally inpairs the prospect of obtaining return perfornance by,
materially changes the duty of, or materially increases the
burden or risk inposed on, the other party to the | ease contract
wi thin the purview of subsection —(5— (4).

(4) —5)— Subject to —stubsecttons— SUBSECTION (3) and —(4)—
SECTI ON 9407, the follow ng rul es apply:

(a) If atransfer is made which is nmade an event of default
under a | ease agreenent, the party to the | ease contract not
maki ng the transfer, unless that party waives the default or oth-
erwi se agrees, has the rights and renedi es described in section
2A501( 2) .

02120’ 99 (S-1)
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(b) If subdivision (a) is not applicable and if a transfer
is made that (i) is prohibited under a | ease agreenent or (ii)
materially inpairs the prospect of obtaining return performance
by, materially changes the duty of, or materially increases the
burden or risk inposed on, the other party to the | ease contract,
unl ess the party not making the transfer agrees at any tine to
the transfer in the | ease contract or otherw se, then, except as
limted by contract, the transferor is liable to the party not
maki ng the transfer for damages caused by the transfer to the
extent that the damages coul d not reasonably be prevented by the
party not making the transfer and a court having jurisdiction nay
grant other appropriate relief, including cancellation of the
| ease contract or an injunction against the transfer.

(5) —6)— A transfer of "the |ease” or of "all ny rights
under the |lease"” or a transfer in simlar general terns is a
transfer of rights and, unless the | anguage or the circunstances,
as in a transfer for security, indicate the contrary, the trans-
fer is a delegation of duties by the transferor to the
transferee. Acceptance by the transferee constitutes a prom se
by the transferee to performthose duties. The pronise is
enforceabl e by either the transferor or the other party to the
| ease contract.

(6) (#)— Unless otherw se agreed by the | essor and the
| essee, a del egation of performance does not relieve the trans-
feror as against the other party of any duty to performor of any
liability for default.

02120’ 99 (S-1)



© 00 N O O A W N P

N NN NNNDNNNRERRERERERPEPERPRPR PP
N~ O 00~ WN P O © 0N O O~ WN P O

HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 32

(7) |8)y— In a consuner |ease, to prohibit the transfer of
an interest of a party under the | ease contract or to nake a
transfer an event of default, the | anguage nust be specific, by a
writing, and conspi cuous.

Sec. 2A307. (1) Except as otherw se provided in section
2A306, a creditor of a | essee takes subject to the | ease
contract.

(2) Except as otherw se provided in —stubsections— SUBSECTI ON
(3) —and—(4)— and in sections 2A306 and 2A308, a creditor of a

| essor takes subject to the | ease contract —except—asfottows:-
a)—Fhe— UNLESS THE creditor holds a |lien that attached to the

goods before the | ease contract becane enforceabl e.

OTHERW SE PROVI DED | N SECTI ONS 9317, 9321, AND 9323, A LESSEE
TAKES A LEASEHOLD | NTEREST SUBJECT TO A SECURI TY | NTEREST HELD BY
A CREDI TOR OF THE LESSOR

02120’ 99 (S-1)
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Sec. 2A309. (1) As used in this section:

(a) "Goods" are "fixtures" when they becone so related to
particular real estate that an interest in them arises under real

estate | aw

(b) A"fixture filing" is the filing, in the office where a
RECORD OF A nortgage on the real estate would be filed or
recorded, —or— of a financing statenent covering goods that are
or are to becone fixtures and conformng to the requirenents of
section —94062(5— 9502(1) AND (2).

(c) A "lease" is a "purchase noney | ease" unless the | essee
has possession or use of the goods or the right to possession or
use of the goods before the | ease agreenent is enforceable.

(d) A "nortgage" is a "construction nortgage" to the extent
it secures an obligation incurred for the construction of an
i mprovenent on | and including the acquisition cost of the |and,
if the recorded witing so indicates.

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

(2) Under this article a | ease may be of goods that are
fixtures or nmay continue in goods that becone fixtures, but no
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| ease exists under this article of ordinary building nmaterials
i ncorporated into an inprovenment on | and.

(3) This article does not prevent creation of a | ease of
fixtures pursuant to real estate |aw.

(4) The perfected interest of a |lessor of fixtures has pri-
ority over a conflicting interest of an encunbrancer or owner of
the real estate if either of the foll ow ng applies:

(a) The lease is a purchase noney | ease, the conflicting
i nterest of the encunbrancer or owner arises before the goods
becone fixtures, the interest of the I essor is perfected by a
fixture filing before the goods beconme fixtures or within 10 days
thereafter, and the | essee has an interest of record in the real
estate or is in possession of the real estate.

(b) The interest of the lessor is perfected by a fixture
filing before the interest of the encunbrancer or owner is of
record, the lessor’s interest has priority over any conflicting
interest of a predecessor in title of the encunbrancer or owner,
and the | essee has an interest of record in the real estate or is
i n possession of the real estate.

(5) The interest of a | essor of fixtures, whether or not
perfected, has priority over the conflicting interest of an
encunbrancer or owner of the real estate if any of the follow ng
apply:

(a) The fixtures are readily renovable factory or office
machi nes, readily renovabl e equi pnent that is not primarily used
or leased for use in the operation of the real estate, or readily
renovabl e repl acenents of domestic appliances that are goods

02120’ 99 (S-1)
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subject to a consuner |ease, and before the goods becone
fixtures, the |l ease contract is enforceable.

(b) The conflicting interest is alien on the real estate
obtai ned by | egal or equitable proceedings after the | ease con-
tract is enforceable.

(c) The encunbrancer or owner has consented in witing to
the | ease or has disclained an interest in the goods as
fixtures.

(d) The lessee has a right to renove the goods as agai nst
t he encunbrancer or owner. |If the lessee’s right to renove ter-
m nates, the priority of the interest of the |essor continues for
a reasonable tine.

(6) Notwithstandi ng subsection (4)(a) but otherw se subject
to subsections (4) and (5), the interest of a |essor of fixtures,
including the lessor’s residual interest, is subordinate to the
conflicting interest of an encunbrancer of the real estate under
a construction nortgage recorded before the goods becone fixtures
i f the goods becone fixtures before the conpletion of the
construction. To the extent given to refinance a construction
nortgage, the conflicting interest of an encunbrancer of the real
estate under a nortgage has this priority to the sanme extent as
t he encunbrancer of the real estate under the construction
nor t gage.

(7) I'n cases not within the precedi ng subsections, priority
between the interest of a | essor of fixtures, including the
| essor’s residual interest, and the conflicting interest of an
encunbrancer or owner of the real estate who is not the |lessee is

02120’ 99 (S-1)
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determ ned by the priority rules governing conflicting interests
in real estate.

(8) If the interest of a | essor of fixtures, including the
| essor’s residual interest, has priority over all conflicting
interests of all owners and encunbrancers of the real estate, the
| essor or the |lessee may (i) on default, expiration, term nation,
or cancellation of the | ease agreenent but subject to the | ease
agreenent and this article, or (ii) if necessary to enforce other
rights and renedi es of the | essor or | essee under this article,
renove the goods fromthe real estate, free and clear of all con-
flicting interests of all owners and encunbrancers of the real
estate, but the | essor or |essee nmust reinburse any encunbrancer
or owner of the real estate who is not the | essee and who has not
ot herwi se agreed for the cost of repair of any physical injury,
but not for any dimnution in value of the real estate caused by
t he absence of the goods renoved or by any necessity of replacing
them A person entitled to reinbursenent may refuse pern ssion
to renove until the party seeking renoval gives adequate security
for the performance of this obligation

(9) Even though the | ease agreenent does not create a secur-
ity interest, the interest of a |lessor of fixtures, including the
| essor’s residual interest, is perfected by filing a financing
statenent as a fixture filing for | eased goods that are or are to
becone fixtures in accordance with the rel evant provisions of
articggcg'ZASZS. (1) If a lessor discovers the |essee to be

i nsol vent. the | essor nav refuse to deliver the aoods.
( After a default bv the | essee under the | ease contract of

the tvobe described in section 2A523(1) or 2A523(3)(a) or. if aareed.
after other default bv the | essee. the —+essee— LESSOR has the riaht

to take possession of the aoods. If the | ease contract so pbrovi des,
the lessor mav reauire the | essee to assenble the aoods and nake
t hem available to the | essor at a nlace to be desianated bv the
| essor which is reasonablv convenient to both parties. Wthout
renoval. the | essor mav render unusable anv aoods enpioved in trade
or business. and may di spose of goods on the | essee’s preni ses
(section 2A527).

(3) The | essor mav oroceed under subsection (2) without
i udi cial process if that can be done w thout breach of the peace or
t he Iessor nay groceed by acti on. 02120' 99 (S-1)
House Bil | 37
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Sec. 4210. (1) A collecting bank has a security interest in
an item and any acconpanyi ng docunents or the proceeds of any of
the foll ow ng:

(a) I'n case of an itemdeposited in an account to the extent
to which credit given for the item has been wi thdrawn or
appl i ed.

(b) I'n case of an itemfor which it has given credit avail -
able for withdrawal as of right, to the extent of the credit
gi ven whether or not the credit is drawn upon and whet her or not

there is a right of charge-back

(c) If it makes an advance on or against the item

(2) If credit given for several itens received at one tine
or pursuant to a single agreenent is withdrawn or applied in part
the security interest remains upon all the itenms, any acconpany-

i ng docunments or the proceeds of either. For the purpose of this
section, credits first given are first wthdrawn.

(3) Receipt by a collecting bank of a final settlenent for
an itemis a realization on its security interest in the item
acconpanyi ng docunents and proceeds. So |long as the bank does
not receive final settlenent for the itemor give up possession
of the item or acconpanyi ng docunents for purposes other than
collection, the security interest continues to that extent and is
subject to article 9 except for the follow ng:

(a) No security agreenent is necessary to nmake the security

i nt erest enforceabl e (stubsection{1)(b)y—of— (section 9263
9203(2) (O (1)) .

02120’ 99 (S-1)



© 00 N O O A W N P

N NN NNNMNDNDERRPRPPERERPERPRP PP
o U A W NP O O 0 ~NO b w NPk O

HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 38

(b) No filing is required to perfect the security interest.

(c) The security interest has priority over conflicting
perfected security interests in the item acconpanying docunents
or proceeds.

SEC. 5118. (1) AN | SSUER OR NOM NATED PERSON HAS A SECURI TY
| NTEREST | N A DOCUMENT PRESENTED UNDER A LETTER OF CREDI T TO THE
EXTENT THAT THE | SSUER OR NOM NATED PERSON HONORS OR G VES VALUE
FOR THE PRESENTATI ON.

(2) SO LONG AS AND TO THE EXTENT THAT AN | SSUER OR NOM NATED
PERSON HAS NOT BEEN REI MBURSED OR HAS NOT OTHERW SE RECOVERED THE
VALUE G VEN W TH RESPECT TO A SECURI TY | NTEREST | N A DOCUMENT
UNDER SUBSECTI ON (1), THE SECURI TY | NTEREST CONTI NUES AND | S
SUBJECT TO ARTICLE 9, BUT ALL OF THE FOLLOW NG APPLY:

(A) A SECURI TY AGREEMENT IS NOT NECESSARY TO MAKE THE SECUR-
| TY | NTEREST ENFORCEABLE UNDER SECTI ON 9203(2) (O .

(B) I'F THE DOCUMENT | S PRESENTED | N A MEDI UM OTHER THAN A
VWRI TTEN OR OTHER TANGd BLE MEDI UM THE SECURI TY | NTEREST | S
PERFECTED.

(O |IF THE DOCUMENT | S PRESENTED IN A WRI TTEN OR OTHER TAN-
G BLE MEDI UM AND | S NOT A CERTI FI CATED SECURI TY, CHATTEL PAPER, A
DOCUMENT OF TI TLE, AN I NSTRUMENT, OR A LETTER OF CREDI T, THE
SECURI TY | NTEREST | S PERFECTED AND HAS PRI ORI TY OVER A CONFLI CT-
| NG SECURI TY | NTEREST | N THE DOCUMENT SO LONG AS THE DEBTOR DOES
NOT HAVE POSSESSI ON OF THE DOCUMENT.

Sec. 7503. (1) A docunent of title confers no right in
goods agai nst a person who before issuance of the docunent had a

02120’ 99 (S-1)
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| egal interest or a perfected security interest in them and who
DI D neither OF THE FOLLON NG

(a) —det+wvered— DELI VERED or entrusted them or any docunent
of title covering themto the bailor or his OR HER nom nee with
actual or apparent authority to ship, store or sell or w th power
to obtain delivery under this article (section 7403) or with
power of disposition under this act (sections 2403 and —9367
9320) or other statute or rule of |law. ——nor—

(b) —acguiesced— ACQUI ESCED in the procurenent by the bail or
or his OR HER nom nee of any docunent of title.

(2) Title to goods based upon an unaccepted delivery order
is subject to the rights of anyone to whom a negoti abl e warehouse
receipt or bill of lading covering the goods has been duly
negotiated. Such a title nmay be defeated under the next section
to the same extent as the rights of the issuer or a transferee
fromthe issuer.

(3) Title to goods based upon a bill of lading issued to a
freight forwarder is subject to the rights of anyone to whom a
bill issued by the freight forwarder is duly negotiated; but
delivery by the carrier in accordance with part 4 of this article
pursuant to its own bill of lading discharges the carrier’s obli-
gation to deliver

Sec. 8103. (1) A share or simlar equity interest issued by
a corporation, business trust, joint stock conpany, or simlar
entity is a security.

(2) An investnment conpany security is a security.

"I nvest nent conpany security” nmeans a share or simlar equity

02120’ 99 (S-1)
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interest issued by an entity that is registered as an investnent
conpany under the federal investnent conpany |aws, an interest in
a unit investnment trust that is so registered, or a face-anpunt
certificate issued by a face-anount certificate conpany that is
so regi stered. Investnent conpany security does not include an

i nsurance policy or endowrent policy or annuity contract issued
by an i nsurance conpany.

(3) Aninterest in a partnership or limted liability com
pany is not a security unless it is dealt in or traded on securi-
ti es exchanges or in securities nmarkets, its terns expressly pro-
vide that it is a security governed by this article, or it is an
i nvest ment conpany security. However, an interest in a partner-
ship or limted liability conpany is a financial asset if it is
held in a securities account.

(4) Awiting that is a security certificate is governed by
this article and not by article 3, even though it also neets the
requi renents of that article. However, a negotiable instrunent
governed by article 3 is a financial asset if it is held in a
securities account.

(5) An option or simlar obligation issued by a clearing
corporation to its participants is not a security, but is a
financial asset.

(6) A compdity contract, AS DEFINED IN SECTION 9102(1) (0O,
is not a security or a financial asset.

Sec. 8106. (1) A purchaser has "control"™ of a certificated
security in bearer formif the certificated security is delivered

to the purchaser

02120’ 99 (S-1)
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(2) A purchaser has "control" of a certificated security in
registered formif the certificated security is delivered to the
purchaser and if either of the follow ng applies:

(a) The certificate is indorsed to the purchaser or in blank
by an effective indorsenent.

(b) The certificate is registered in the nane of the pur-
chaser, upon original issue or registration of transfer by the
I ssuer.

(3) A purchaser has "control" of an uncertificated security
if either of the follow ng applies:

(a) The uncertificated security is delivered to the
pur chaser.

(b) The issuer has agreed that it will conply with instruc-
tions originated by the purchaser w thout further consent by the
regi stered owner.

(4) A purchaser has "control" of a security entitlenent if
—etther— 1 of the foll ow ng applies:

(a) The purchaser becones the entitlenment hol der.

(b) The securities intermediary has agreed that it wll
conply with entitlenent orders originated by the purchaser wth-
out further consent by the entitlenent hol der.

(©) ANOTHER PERSON HAS CONTROL OF THE SECURI TY ENTI TLEMENT
ON BEHALF OF THE PURCHASER OR, HAVI NG PREVI QUSLY ACQUI RED CONTROL
OF THE SECURI TY ENTI TLEMENT, ACKNOALEDGES THAT I T HAS CONTROL ON
BEHALF OF THE PURCHASER

02120’ 99 (S-1)
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(5) If an interest in a security entitlenent is granted by
the entitlement holder to the entitlenment holder’s own securities
internmediary, the securities internmediary has control

(6) A purchaser who has satisfied the requirenents of sub-
section (3)(b) or (4)(b) has control even if the regi stered owner
in the case of subsection (3)(b) or the entitlenent holder in the
case of subsection (4)(b) retains the right to nake substitutions
for the uncertificated security or security entitlenent, to orig-
inate instructions or entitlenment orders to the issuer or securi-
ties internediary, or otherwise to deal with the uncertificated
security or security entitlenent.

(7) An issuer or a securities internmediary my not enter
into an agreenent of the kind described in subsection (3)(b) or
(4)(b) without the consent of the registered owner or entitlenment
hol der, but an issuer or a securities intermediary is not
required to enter into such an agreenent even though the regis-
tered owner or entitlenent holder so directs. An issuer or
securities internmediary that has entered i nto such an agreenent
is not required to confirmthe existence of the agreenent to
anot her party unless requested to do so by the regi stered owner
or entitlenment hol der.

Sec. 8110. (1) The law of the issuer’s jurisdiction, as
specified in subsection (4), governs all of the foll ow ng:

(a) The validity of a security.

(b) The rights and duties of the issuer with respect to reg-

istration of transfer.

02120’ 99 (S-1)
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(c) The effectiveness of registration of transfer by the
I ssuer.

(d) Whether the issuer owes any duties to an adverse claim
ant to a security.

(e) Wiether an adverse claimcan be asserted against a
person to whomtransfer of a certificated or uncertificated
security is registered or a person who obtains control of an
uncertificated security.

(2) The law of the securities intermediary’s jurisdiction,
as specified in subsection (5), governs all of the follow ng:

(a) Acquisition of a security entitlement fromthe securi -
ties internediary.

(b) The rights and duties of the securities internediary and
entitlement holder arising out of a security entitlenent.

(c) Whether the securities internediary owes any duties to
an adverse claimant to a security entitlenent.

(d) Whet her an adverse claimcan be asserted agai nst a
person who acquires a security entitlenment fromthe securities
i ntermedi ary or a person who purchases a security entitlenent or
interest therein froman entitlenent hol der.

(3) The law of the jurisdiction in which a security certifi-
cate is located at the tine of delivery governs whether an
adverse claimcan be asserted agai nst a person to whomthe secur-
ity certificate is delivered.

(4) "lssuer’s jurisdiction" nmeans the jurisdiction under
whi ch the issuer of the security is organized or, if permtted by
the law of that jurisdiction, the | aw of another jurisdiction

02120’ 99 (S-1)



© 00 N O O A W N P

N NN NNNNNRRRERERERPRERPRPRPRP P
N~ o 00~ WN P O © 0N O 0o~ WN P O

HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 44
specified by the issuer. An issuer organi zed under the | aw of
this state may specify the | aw of another jurisdiction as the |aw
governing the nmatters specified in subsection (1)(b) through
(e).

(5) The following rules deternmine a "securities
intermediary’s jurisdiction" for the purposes of this section:

(a) If an agreenent between the securities internediary and

its entitlenent hol der —specifies—that—+t—+sgoverned by thetaw

of —a—partieutar—jurisdietion— GOVERNI NG THE SECURI TI ES ACCOUNT
EXPRESSLY PROVI DES THAT A PARTI CULAR JURI SDI CTION IS THE SECURI -

TIES | NTERVEDI ARY’ S JURI SDI CTI ON FOR PURPCSES OF THI S PART, THI S
ARTI CLE, OR THI S AMENDATORY ACT, that jurisdiction is the securi-
ties internediary’s jurisdiction.

(B) I'F SUBDI VI SION (A) DOES NOT APPLY AND AN AGREEMENT
BETWEEN THE SECURI TI ES | NTERMEDI ARY AND | TS ENTI TLEMENT HOLDER
GOVERNI NG THE SECURI TI ES ACCOUNT EXPRESSLY PROVI DES THAT THE
AGREEMENT | S GOVERNED BY THE LAW OF A PARTI CULAR JURI SDI CTI ON,
THAT JURI SDICTION | S THE SECURI TI ES | NTERMEDI ARY’ S JURI SDI CTI ON

(O —b)y— If NeElI THER SUBDI VI SI ON (A) NOR SUBDI VI SI ON ( B)
APPLI ES AND an agreenent between the securities internediary and

its entitlenent hol der —does—rnot——specifythegoverningtawas

provided—n—subdiviston—{a),—but— GOVERNI NG THE SECURI TI ES
ACCOUNT expressly —specifies— PROVIDES that the securities

account is maintained at an office in a particular jurisdiction,
that jurisdiction is the securities internediary’s jurisdiction.

02120’ 99 (S-1)
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furtsdiretton—as provided—+n—subdiviston—<a)—or—b)— NONE OF THE
PRECEDI NG SUBDI VI SI ONS APPLY, the securities internediary’s
jurisdiction is the jurisdiction in which +s—+tocated— the office
identified in an account statement as the office serving the
entitlement hol der’s account |S LOCATED.

as—provided—+n—subdi-viston—{c)— NONE OF THE PRECEDI NG SUBDI VI -
SIONS APPLY, the securities internmediary’s jurisdiction is the

jurisdiction in which +s—+tocated— the chief executive office of
the securities internediary IS LOCATED
(6) A securities internediary’s jurisdiction is not deter-

m ned by the physical |ocation of certificates representing
financial assets, or by the jurisdiction in which is organized
the issuer of the financial asset with respect to which an enti -
tl ement hol der has a security entitlenent, or by the |ocation of
facilities for data processing or other record-keepi ng concerning
t he account.

Sec. 8301. (1) Delivery of a certificated security to a
pur chaser occurs when 1 of the follow ng occurs:

(a) The purchaser acquires possession of the security
certificate.

(b) Anot her person, other than a securities internediary,

ei ther acquires possession of the security certificate on behalf

02120’ 99 (S-1)
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of the purchaser or, having previously acquired possession of the
certificate, acknow edges that it holds for the purchaser.

(c) A securities internediary acting on behalf of the pur-
chaser acquires possession of the security certificate, only if
the certificate is in registered formand —has—been— IS (i) REG
| STERED I N THE NAVE OF THE PURCHASER, (ii) PAYABLE TO THE ORDER
OF THE PURCHASER, OR (iii) specially indorsed to the purchaser by
an effective indorsenent AND HAS NOT BEEN ENDORSED TO THE SECURI -
TI ES | NTERVEDI ARY OR | N BLANK.

(2) Delivery of an uncertificated security to a purchaser
occurs when either of the foll ow ng occurs:

(a) The issuer registers the purchaser as the registered
owner, upon original issue or registration of transfer.

(b) Anot her person, other than a securities internediary,
ei ther becones the regi stered owner of the uncertificated secur-
ity on behalf of the purchaser or, having previously becone the
regi stered owner, acknow edges that it holds for the purchaser.

Sec. 8302. (1) Except as otherw se provided in subsections

(2) and (3), —upon—detivery— A PURCHASER of a certificated or
uncertificated security —to—apurchaser;—thepurchaser— acquires

all rights in the security that the transferor had or had power
to transfer.

(2) A purchaser of a limted interest acquires rights only
to the extent of the interest purchased.

(3) A purchaser of a certificated security who as a previous
hol der had notice of an adverse clai mdoes not inprove its
position by taking froma protected purchaser.

02120’ 99 (S-1)
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Sec. 8510. (1) —An— IN A CASE NOT COVERED BY THE PRI ORI TY
RULES IN ARTICLE 9 OR THE RULES STATED I N SUBSECTI ON (3), AN
action based on an adverse claimto a financial asset or security
entitlement, whether framed in conversion, replevin, constructive
trust, equitable lien, or other theory, may not be asserted
agai nst a person who purchases a security entitlenment, or an
interest in a security entitlenment, froman entitlenent holder if
t he purchaser gives value, does not have notice of the adverse
claim and obtains control.

(2) If an adverse claimcould not have been asserted agai nst
an entitlenment hol der under section 8502, the adverse claim
cannot be asserted agai nst a person who purchases a security
entitlenment, or an interest in a security entitlenent, fromthe
entitlement hol der.

(3) In a case not covered by the priority rules in
article 9, a purchaser for value of a security entitlenent, or an
interest in a security entitlenment, who obtains control has pri-
ority over a purchaser of a security entitlenment, or an interest
in a security entitlenent, who does not obtain control
—Purchasers— EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (4),
PURCHASERS who have control rank —eguaty,—except—that—a—
ACCORDI NG TO PRIORITY IN TIME OF 1 OF THE FOLLOW NG

(A) THE PURCHASER S BECOM NG THE PERSON FOR WHOM THE SECURI -
TIES ACCOUNT, IN WHI CH THE SECURI TY ENTI TLEMENT IS CARRIED, | S
MAI NTAI NED, | F THE PURCHASER OBTAI NED CONTROL UNDER SECTI ON
8106(4) (A .
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(B) THE SECURI TI ES | NTERMEDI ARY’ S AGREEMENT TO COWVPLY W TH
THE PURCHASER S ENTI TLEMENT ORDERS W TH RESPECT TO SECURI TY
ENTI TLEMENTS CARRI ED OR TO BE CARRIED IN THE SECURI TI ES ACCOUNT
I N VWHI CH THE SECURI TY ENTI TLEMENT | S CARRI ED, | F THE PURCHASER
OBTAI NED CONTROL UNDER SECTI ON 8106( 4) (B)

(O | F THE PURCHASER OBTAI NED CONTROL THROUGH ANOTHER PERSON
UNDER SECTI ON 8106(4) (C), THE TIME ON WHICH PRI ORI TY WOULD BE
BASED UNDER THI' S SUBSECTI ON | F THE OTHER PERSON WERE THE SECURED
PARTY.

(4) A securities internmediary as purchaser has priority over
a conflicting purchaser who has control unless otherw se agreed

by the securities internediary.
ARTI CLE 9
SECURED TRANSACTI ONS ——SALES—OFACCOUNTS,—AND—CHATTELPAPER-
PART 1
—SHERT—HHTEE—APPH-CABHHTY,—AND-DBEFHNHHONS— GENERAL PROVI SI ONS
SUBPART 1. SHORT TI TLE, DEFI NI TI ONS, AND GENERAL CONCEPTS

Sec. 9102. —(1)—Except—asotherwise providedin—section

02120’ 99 (S-1)
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(1) AS USED IN THI S ARTI CLE:
(A) "ACCESSI ON' MEANS GOCODS THAT ARE PHYSI CALLY UNI TED W TH

OTHER GOODS |N SUCH A MANNER THAT THE I DENTI TY OF THE ORI G NAL
GOCDS |'S NOT LOST.

(B) "ACCOUNT", EXCEPT AS USED I N "ACCOUNT FOR', MEANS A
RI GHT TO PAYMENT OF A MONETARY OBLI GATI ON, WHETHER OR NOT EARNED
BY PERFORVANCE, FOR PROPERTY THAT HAS BEEN OR IS TO BE SQOLD,
LEASED, LI CENSED, ASSI GNED, OR OTHERW SE DI SPOSED OF, FOR SERV-
| CES RENDERED OR TO BE RENDERED, FOR A POLI CY OF | NSURANCE | SSUED
OR TO BE | SSUED, FOR A SECONDARY OBLI GATI ON | NCURRED OR TO BE
I NCURRED, FOR ENERGY PROVI DED OR TO BE PROVI DED, FOR THE USE OR
H RE OF A VESSEL UNDER A CHARTER OR OTHER CONTRACT, ARl SI NG OQUT
OF THE USE OF A CREDI T OR CHARCGE CARD OR | NFORVATI ON CONTAI NED ON
OR FOR USE WTH THE CARD, OR AS WNNINGS IN A LOTTERY OR OTHER
GAME OF CHANCE OPERATED OR SPONSORED BY A STATE, GOVERNMENTAL
UNIT OF A STATE, OR PERSON LI CENSED OR AUTHORI ZED TO OPERATE THE
GAME BY A STATE OR GOVERNMENTAL UNIT OF A STATE. THE TERM
| NCLUDES HEALTH- CARE- | NSURANCE RECEI VABLES. THE TERM DOES NOT
I NCLUDE RI GHTS TO PAYMENT EVI DENCED BY CHATTEL PAPER OR AN
I NSTRUVENT, COMVERCI AL TORT CLAI MS, DEPCOSI T ACCOUNTS, | NVESTMENT
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PROPERTY, LETTER-OF-CREDIT RI GHTS OR LETTERS OF CREDI T, OR RI GHTS
TO PAYMENT FOR MONEY OR FUNDS ADVANCED OR SOLD, OTHER THAN RI GHTS
ARI SING QUT OF THE USE OF A CREDI T OR CHARGE CARD OR | NFORMATI ON
CONTAI NED ON OR FOR USE W TH THE CARD.

(© "ACCOUNT DEBTOR' MEANS A PERSON OBLI GATED ON AN ACCOUNT,
CHATTEL PAPER, OR GENERAL | NTANG BLE. THE TERM DOES NOT | NCLUDE
PERSONS OBLI GATED TO PAY A NEGOTI ABLE | NSTRUMENT, EVEN | F THE
I NSTRUMENT CONSTI TUTES PART OF CHATTEL PAPER.

(D) "ACCOUNTI NG', EXCEPT AS USED I N "ACCOUNTI NG FOR', MEANS
A RECORD THAT MEETS ALL OF THE FOLLOW NG REQUI REMENTS:

(i) AUTHENTI CATED BY A SECURED PARTY.

(i) I NDI CATI NG THE AGGREGATE UNPAI D SECURED OBLI GATI ONS AS
OF A DATE NOT MORE THAN 35 DAYS EARLI ER OR 35 DAYS LATER THAN THE
DATE OF THE RECORD.

(iii) I DENTI FYI NG THE COMPONENTS OF THE OBLI GATI ONS | N REA-
SONABLE DETAI L.

(E) "AGRI CULTURAL LIEN' MEANS AN | NTEREST, OTHER THAN A
SECURI TY | NTEREST, | N FARM PRODUCTS THAT MEETS ALL OF THE FOLLOW
I NG REQUI REMENTS:

(i) THE | NTEREST SECURES PAYMENT OR PERFORVMANCE OF AN OBLI -
GATION FOR 1 OR MORE OF THE FOLLOW NG

(A) GOODS OR SERVI CES FURNI SHED I N CONNECTI ON W TH A
DEBTOR S FARM NG OPERATI ON.

(B) RENT ON REAL PROPERTY LEASED BY A DEBTOR | N CONNECTI ON
WTH I TS FARM NG OPERATI ON.

(i) THE I NTEREST | S CREATED BY STATUTE I N FAVOR OF A PERSON
THAT DID 1 OR MORE OF THE FOLLOW NG
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(A) I'N THE ORDI NARY COURSE COF I TS BUSI NESS FURNI SHED GOCDS
OR SERVI CES TO A DEBTOR | N CONNECTI ON W TH A DEBTOR' S FARM NG
OPERATI ON.

(B) LEASED REAL PROPERTY TO A DEBTOR | N CONNECTI ON W TH THE
DEBTOR S FARM NG OPERATI ON.

(i) THE EFFECTI VENESS OF THE | NTEREST DOES NOT DEPEND ON
THE PERSON S PCSSESS|I ON OF THE PERSONAL PROPERTY.

(F) "AS-EXTRACTED COLLATERAL" MEANS 1 OR MORE OF THE
FOLLOW NG

(i) OL, GAS, OR OTHER M NERALS THAT ARE SUBJECT TO A SECUR-
| TY | NTEREST THAT | S CREATED BY A DEBTOR HAVI NG AN | NTEREST | N
THE M NERALS BEFORE EXTRACTI ON AND ATTACHES TO THE M NERALS AS
EXTRACTED.

(ii) ACCOUNTS ARI SING OUT OF THE SALE AT THE WELLHEAD OR
M NEHEAD OF O L, GAS, OR OTHER M NERALS | N WH CH THE DEBTOR HAD
AN | NTEREST BEFORE EXTRACTI ON.

(G "AUTHENTI CATE" MEANS 1 OF THE FOLLOW NG

(i) TO SI GN.

(i) TO EXECUTE OR OTHERW SE ADOPT A SYMBOL, OR ENCRYPT OR
SI M LARLY PROCESS A RECORD | N WHOLE OR | N PART, W TH THE PRESENT
| NTENT OF THE AUTHENTI CATI NG PERSON TO | DENTI FY THE PERSON AND
ADOPT OR ACCEPT A RECORD.

(H "BANK" MEANS AN ORGANI ZATI ON THAT |'S ENGAGED I N THE
BUSI NESS OF BANKING  THE TERM | NCLUDES SAVI NGS BANKS, SAVI NGS
AND LOAN ASSOCI ATI ONS, CREDI T UNI ONS, AND TRUST COMPANI ES.

(1) "CASH PROCEEDS" MEANS PROCEEDS THAT ARE MONEY, CHECKS,
DEPCSI T ACCOUNTS, OR THE LI KE.
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(J) "CERTIFI CATE OF TI TLE" MEANS A CERTI FI CATE OF TI TLE WTH
RESPECT TO WHI CH A STATUTE PROVI DES FOR THE SECURI TY | NTEREST I N
QUESTI ON TO BE | NDI CATED ON THE CERTI FI CATE AS A CONDI TI ON OR
RESULT OF THE SECURI TY | NTEREST' S OBTAI NI NG PRI ORI TY OVER THE
RI GHTS OF A LI EN CREDI TOR W TH RESPECT TO THE COLLATERAL.

(K) "CHATTEL PAPER' MEANS A RECORD OR RECORDS THAT EVI DENCE
BOTH A MONETARY OBLI GATI ON AND A SECURI TY | NTEREST I N SPECI FI C
GO0DS, A SECURI TY I NTEREST I N SPECI FI C GOODS AND SOFTWARE USED | N
THE GOODS, A SECURI TY | NTEREST | N SPECI FI C GOODS AND LI CENSE OF
SOFTWARE USED I N THE GOODS, A LEASE OF SPECI FI C GOCDS, OR A LEASE
OF SPECI FI C GOODS AND LI CENSE OF SOFTWARE USED IN THE GOODS. AS
USED IN THI' S SUBDI VI SI ON, " MONETARY OBLI GATI ON' MEANS A MONETARY
OBLI GATI ON SECURED BY THE GOODS OR ONED UNDER A LEASE OF THE
GOCDS AND | NCLUDES A MONETARY OBLI GATI ON W TH RESPECT TO SOFTWARE
USED IN THE GOODS. THE TERM DCES NOT | NCLUDE CHARTERS OR OTHER
CONTRACTS | NVOLVI NG THE USE OR H RE OF A VESSEL, OR RECORDS THAT
EVI DENCE A RI GHT TO PAYMENT ARI SI NG QUT OF THE USE OF A CREDIT OR
CHARGE CARD OR | NFORMATI ON CONTAI NED ON OR FOR USE W TH THE
CARD. | F A TRANSACTI ON | S EVI DENCED BY RECORDS THAT | NCLUDE AN
| NSTRUVENT OR SERI ES OF | NSTRUMENTS, THE GROUP OF RECORDS TAKEN
TOGETHER CONSTI TUTES CHATTEL PAPER

(1) "COLLATERAL" MEANS THE PROPERTY SUBJECT TO A SECURI TY
| NTEREST OR AGRI CULTURAL LIEN. THE TERM I NCLUDES 1 OR MORE OF
THE FOLLOW NG

(i) PROCEEDS TO WHI CH A SECURI TY | NTEREST ATTACHES.

(i) ACCOUNTS, CHATTEL PAPER, PAYMENT | NTANG BLES, AND
PROM SSORY NOTES THAT HAVE BEEN SOLD.
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(i) GOODS THAT ARE THE SUBJECT OF A CONSI GNMENT.

(M "COMVERCI AL TORT CLAIM' MEANS A CLAIM ARI SING IN TORT
W TH RESPECT TO VHICH 1 OF THE FOLLOW NG APPLI ES:

(i) THE CLAI MANT IS AN ORGANI ZATI ON.

(i) THE CLAI MANT IS AN I NDI VI DUAL AND THE CLAI M ARCSE I N
THE COURSE OF THE CLAI MANT' S BUSI NESS OR PROFESSI ON AND DOES NOT
| NCLUDE DAMAGES ARI SI NG QUT OF PERSONAL | NJURY TO OR THE DEATH OF
AN | NDI VI DUAL.

(N "COMMODI TY ACCOUNT" MEANS AN ACCOUNT MAI NTAI NED BY A

COMMCDI TY | NTERMEDI ARY | N VHI CH A COVMODI TY CONTRACT 1S CARRI ED
FOR A COMCDI TY CUSTOMER.

(O "COMMODI TY CONTRACT" MEANS A COVMODI TY FUTURES CONTRACT,
AN OPTION ON A COWODI TY FUTURES CONTRACT, A COWCDI TY OPTI QN, OR
ANOTHER CONTRACT |F THE CONTRACT OR OPTION IS 1 OF THE
FOLLOW NG

(i) 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 FEDERAL COWMODI Tl ES LAWS.

(ii) TRADED ON A FOREI GN COWCDI TY BOARD OF TRADE, EXCHANGE,
OR MARKET, AND IS CARRI ED ON THE BOOKS OF A COMMCDI TY | NTERMEDI -
ARY FOR A COMWCDI TY CUSTOMER.

(P) "COMMODI TY CUSTOVER' MEANS A PERSON FOR WHI CH A COMMOD-
| TY I NTERVEDI ARY CARRI ES A COWODI TY CONTRACT ON | TS BOCKS.

(Q "COMMODI TY | NTERMVEDI ARY" MEANS 1 OF THE FOLLOW NG

(i) A PERSON THAT | S REQ STERED AS A FUTURES COW SSI ON MER-
CHANT UNDER FEDERAL COMMCDI TI ES LAW
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(ii) A PERSON THAT 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 FEDERAL
COMWCDI TI ES LAW

(R) "COMMUNI CATE" MEANS 1 OR MORE OF THE FOLLOW NG

(i) TO SEND A WRI TTEN OR OTHER TANG BLE RECORD.

(ii) TO TRANSM T A RECORD BY ANY MEANS AGREED UPON BY THE
PERSONS SENDI NG AND RECEI VI NG THE RECORD.

(iii) I'N THE CASE OF TRANSM SSI ON OF A RECORD TO OR BY A

FI LI NG OFFI CE, TO TRANSM T A RECORD BY ANY MEANS PRESCRI BED BY
FI LI NG OFFI CE RULE.

(S) "CONSI GNEE' MEANS A MERCHANT TO WHI CH GOODS ARE DELI V-
ERED | N A CONSI GNMENT.

(T) "CONSI GNVENT" MEANS A TRANSACTI ON, REGARDLESS OF I TS
FORM I N WH CH A PERSON DELI VERS GOODS TO A MERCHANT FOR THE PUR-
POSE OF SALE AND THAT MEETS ALL OF THE FOLLOW NG

(i) THE MERCHANT DEALS IN GOCDS OF THAT KI ND UNDER A NAME
OTHER THAN THE NAME OF THE PERSON MAKI NG DELI VERY, 1S NOT' AN AUC-
TI ONEER, AND |'S NOT GENERALLY KNOWN BY I TS CREDI TORS TO BE SUB-
STANTI ALLY ENGAGED | N SELLI NG THE GOODS OF OTHERS.

(i) WTH RESPECT TO EACH DELI VERY, THE AGGREGATE VALUE OF
THE GOCDS | S $1, 000. 00 OR MORE AT THE TI ME OF DELI VERY.

(i) THE GOODS ARE NOT CONSUMER GOODS | MVEDI ATELY BEFORE
DEL| VERY.

(iv) THE TRANSACTI ON DOES NOT CREATE A SECURI TY | NTEREST
THAT SECURES AN OBLI GATI ON.

02120’ 99 (S-1)



© 00 N O O A W N P

N NN NNNMNDNDERRPRPPERERPERPRP PP
o U A W NP O O 0 ~NO b w NPk O

HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 55

(U) "CONSI GNOR' MEANS A PERSON THAT DELI VERS GOODS TO A
CONSI GNEE | N A CONSI GNMVENT.

(V) "CONSUMER DEBTOR' MEANS A DEBTOR I N A CONSUMER
TRANSACTI ON.

(W "CONSUMER GOODS" MEANS GOODS THAT ARE USED OR BOUGHT FOR
USE PRI MARI LY FOR PERSONAL, FAM LY, OR HOUSEHOLD PURPOSES.

(X) " CONSUMER- GOODS TRANSACTI ON' MEANS A CONSUMER TRANSAC-
TION IN WH CH AN | NDI VI DUAL | NCURS AN OBLI GATI ON PRI MARI LY FOR
PERSONAL, FAM LY, OR HOUSEHOLD PURPOSES AND A SECURI TY | NTEREST

I N CONSUMER GOCDS SECURES THE OBLI GATI ON.

(Y) "CONSUMER OBLI GOR' MEANS AN OBLI GOR WHO I'S AN | NDI VI DUAL
AND WHO | NCURRED THE OBLI GATI ON AS PART OF A TRANSACTI ON ENTERED
| NTO PRI MARI LY FOR PERSONAL, FAM LY, OR HOUSEHOLD PURPOSES.

(Z) "CONSUMER TRANSACTI ON' MEANS A TRANSACTION IN WH CH AN
I NDI VI DUAL | NCURS AN OBLI GATI ON PRI MARI LY FOR PERSONAL, FAM LY,
OR HOUSEHOLD PURPCSES, A SECURI TY | NTEREST SECURES THE OBLI GA-
TION, AND THE COLLATERAL | S HELD OR ACQUI RED PRI MARI LY FOR PER-
SONAL, FAM LY, OR HOUSEHOLD PURPOSES. THE TERM | NCLUDES
CONSUMER- GOODS TRANSACTI ONS.

(AA) " CONTI NUATI ON STATEMENT" MEANS AN AMENDMENT OF A
FI NANCI NG STATEMENT WHI CH | DENTI FI ES, BY | TS FI LE NUMBER, THE
I NI TI AL FI NANCI NG STATEMENT TO WHI CH I T RELATES AND | NDI CATES
THAT IT I'S A CONTI NUATI ON STATEMENT FOR, OR THAT IT IS FILED TO
CONTI NUE THE EFFECTI VENESS OF, THE | DENTI FI ED FI NANCI NG
STATEMENT.

(BB) "DEBTOR' MEANS 1 OF THE FOLLOW NG
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(i) A PERSON HAVI NG AN | NTEREST, OTHER THAN A SECURI TY
| NTEREST OR OTHER LIEN, |IN THE COLLATERAL, WHETHER OR NOT THE
PERSON |'S AN OBLI GOR.

(i) A SELLER OF ACCOUNTS, CHATTEL PAPER, PAYMENT | NTANG -
BLES, OR PROM SSORY NOTES.

(iii) A CONSI GNEE

(CC) "DEPOSI T ACCOUNT" MEANS A DEMAND, TIME, SAVINGS, PASS-
BOOK, OR SI M LAR ACCOUNT MAI NTAINED W TH A BANK. THE TERM DCES
NOT | NCLUDE | NVESTMENT PROPERTY OR ACCOUNTS EVI DENCED BY AN

| NSTRUMENT.

(DD) "DOCUMENT" MEANS A DOCUMENT OF TI TLE OR A RECEI PT OF
THE TYPE DESCRI BED | N SECTI ON 7201(2).

(EE) "ELECTRONI C CHATTEL PAPER' MEANS CHATTEL PAPER EVI -
DENCED BY A RECORD OR RECORDS CONSI STI NG OF | NFORVATI ON STORED | N
AN ELECTRONI C MEDI UM

(FF) "ENCUMBRANCE' MEANS A RI GHT, OTHER THAN AN OMNERSH P
| NTEREST, | N REAL PROPERTY. THE TERM | NCLUDES MORTGAGES AND
OTHER LI ENS ON REAL PROPERTY.

(G5 "EQUI PMENT" MEANS GOODS OTHER THAN | NVENTCORY, FARM PRO-
DUCTS, OR CONSUMER GOCDS.

(HH) "FARM PRODUCTS" MEANS GOODS, OTHER THAN STANDI NG
TI MBER, W TH RESPECT TO WHI CH THE DEBTOR IS ENGAGED IN A FARM NG
OPERATI ON AND WHI CH ARE 1 OF THE FOLLOW NG

(i) CROPS GROMNN, GROW NG, OR TO BE GROMN, | NCLUDI NG CROPS
PRODUCED ON TREES, VI NES, AND BUSHES, AND AQUATI C GOCDS PRODUCED
I N AQUACULTURAL OPERATI ONS.
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(i) LI'VESTOCK, BORN OR UNBORN, | NCLUDI NG AQUATI C GOODS
PRODUCED | N AQUACULTURAL OPERATI ONS.

(1) SUPPLI ES USED OR PRODUCED I N A FARM NG OPERATI ON.

(iv) PRODUCTS OF CROPS OR LI VESTOCK I N THEI R UNVANUFACTURED
STATES.

(1'l') "FARM NG OPERATI ON' MEANS RAI SI NG, CULTI VATI NG, PROPA-
GATI NG, FATTENI NG, GRAZI NG OR ANY OTHER FARM NG, LI VESTOCK, OR
AQUACULTURAL OPERATI ON.

(JJ) "FILE NUMBER' MEANS THE NUMBER ASSI GNED TO AN | NI Tl AL
FI NANCI NG STATEMENT PURSUANT TO SECTI ON 9519(1).

(KK) "FILING OFFI CE* MEANS AN OFFI CE DESI GNATED I N SECTI ON
9501 AS THE PLACE TO FI LE A FI NANCI NG STATEMENT.

(1) "FILI NG OFFI CE RULE" MEANS A RULE ADOPTED PURSUANT TO
SECTI ON 9526.

(MV) " FI NANCI NG STATEMENT" MEANS A RECORD OR RECORDS COw
POSED OF AN | NI TI AL FI NANCI NG STATEMENT AND ANY FI LED RECORD
RELATI NG TO THE | NI TI AL FI NANCI NG STATEMENT.

(NN) "FI XTURE FI LI NG' MEANS THE FI LI NG OF A FI NANCI NG STATE-
MENT COVERI NG GOODS THAT ARE OR ARE TO BECOVE FI XTURES AND SATI S-
FYI NG SECTI ON 9502(1) AND (2). THE TERM I NCLUDES THE FI LI NG OF A
FI NANCI NG STATEMENT COVERI NG GOODS OF A TRANSM TTI NG UTI LI TY
VH CH ARE OR ARE TO BECOVE FI XTURES.

(OO "FI XTURES' MEANS GOODS THAT HAVE BECOVE SO RELATED TO
PARTI CULAR REAL PROPERTY THAT AN | NTEREST I N THEM ARl SES UNDER
REAL PROPERTY LAW

(PP) "GENERAL | NTANG BLE" MEANS ANY PERSONAL PROPERTY,

I NCLUDI NG THI NGS I N ACTI ON, OTHER THAN ACCOUNTS, CHATTEL PAPER,
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COMVERCI AL TORT CLAI M5, DEPOSI T ACCOUNTS, DOCUMENTS, GOCDS,
I NSTRUVENTS, | NVESTMENT PROPERTY, LETTER-OF-CREDIT Rl GHTS, LET-
TERS OF CREDI T, MONEY, AND AL, GAS, OR OTHER M NERALS BEFCRE
EXTRACTI ON. THE TERM I NCLUDES PAYMENT | NTANG BLES AND SOFTWARE.

(QQ "GOOD FAI TH' MEANS HONESTY I N FACT AND THE OBSERVANCE
OF REASONABLE COWMMERCI AL STANDARDS OF FAI R DEALI NG

(RR) "GOODS' MEANS ALL THI NGS THAT ARE MOVABLE WHEN A SECUR-
I TY I NTEREST ATTACHES. THE TERM | NCLUDES FI XTURES, STANDI NG
TI MBER THAT IS TO BE CUT AND REMOVED UNDER A CONVEYANCE OR CON-
TRACT FOR SALE, THE UNBORN YOUNG OF ANI MALS, CROPS GROW, GROW
ING OR TO BE GROAW, EVEN I F THE CROPS ARE PRCDUCED ON TREES,
VI NES, OR BUSHES, AND MANUFACTURED HOVES. THE TERM ALSO | NCLUDES
A COVPUTER PROGRAM EMBEDDED | N GOODS AND ANY SUPPORTI NG | NFORVA-
TI ON PROVI DED | N CONNECTI ON W TH A TRANSACTI ON RELATI NG TO THE
PROGRAM | F THE PROGRAM | S ASSOCI ATED W TH THE GOODS | N SUCH A
MANNER THAT | T CUSTOVARI LY |'S CONSI DERED PART OF THE GOODS, OR BY
BECOM NG THE OMNER OF THE GOODS, A PERSON ACQUI RES A RI GHT TO USE
THE PROGRAM | N CONNECTI ON W TH THE GOODS. THE TERM DOES NOT
| NCLUDE A COMPUTER PROGRAM EMBEDDED | N GOODS THAT CONSI ST SOLELY
OF THE MEDI UM I N VH CH THE PROGRAM | S EMBEDDED. THE TERM ALSO
DCES NOT | NCLUDE ACCOUNTS, CHATTEL PAPER, COMMERCI AL TORT CLAI M5,
DEPCSI T ACCOUNTS, DOCUMENTS, GENERAL | NTANG BLES, | NSTRUMENTS,
I NVESTMENT PROPERTY, LETTER-OF-CREDI T RI GHTS, LETTERS OF CREDI T,
MONEY, OR AL, GAS, OR OTHER M NERALS BEFORE EXTRACTI ON.

(SS) "GOVERNMENTAL UNI T" MEANS A SUBDI VI SI ON, AGENCY,
DEPARTMENT, COUNTY, PARI SH, MJUNI CI PALITY, OR OTHER UNIT OF THE
GOVERNMENT OF THE UNI TED STATES, A STATE, OR A FOREI GN COUNTRY.
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THE TERM | NCLUDES AN ORGANI ZATI ON HAVI NG A SEPARATE CORPORATE
EXI STENCE | F THE ORGANI ZATI ON | S ELI A BLE TO | SSUE DEBT ON VWHI CH
| NTEREST | S EXEMPT FROM | NCOVE TAXATI ON UNDER THE LAWS OF THE
UNI TED STATES.

(TT) "HEALTH CARE- | NSURANCE RECEI VABLE" MEANS AN | NTEREST I N
OR CLAI M UNDER A POLI CY OF I NSURANCE VHICH | S A RI GHT TO PAYMENT
OF A MONETARY OBLI GATI ON FOR HEALTH- CARE GOODS OR SERVI CES
PROVI DED.

(UU) "I NSTRUVENT" MEANS A NEGOTI ABLE | NSTRUMENT OR ANY OTHER
VRI TI NG THAT EVI DENCES A RI GHT TO THE PAYMENT OF A MONETARY OBLI -
GATION, IS NOT | TSELF A SECURI TY AGREEMENT OR LEASE, AND IS OF A
TYPE THAT I N ORDI NARY COURSE OF BUSI NESS IS TRANSFERRED BY DELI V-
ERY W TH ANY NECESSARY | NDORSEMENT OR ASSI GNVENT. THE TERM DCES
NOT | NCLUDE | NVESTMENT PROPERTY, LETTERS OF CREDI T, OR WRI TI NGS
THAT EVI DENCE A RI GHT TO PAYMENT ARI SI NG QUT OF THE USE OF A
CREDI T OR CHARGE CARD OR | NFORVATI ON CONTAI NED ON OR FOR USE W TH
THE CARD.

(W) "I NVENTORY" MEANS GOODS, OTHER THAN FARM PRODUCTS, THAT
MEET 1 OF THE FOLLOW NG

(i) ARE LEASED BY A PERSON AS LESSOR

(i) ARE HELD BY A PERSON FOR SALE OR LEASE OR TO BE FUR-
NI SHED UNDER A CONTRACT OF SERVI CE.

(i) ARE FURNI SHED BY A PERSON UNDER A CONTRACT OF
SERVI CE.

(iv) CONSI ST OF RAW MATERI ALS, WORK | N PROCESS, OR MATERI ALS
USED OR CONSUMED | N A BUSI NESS.
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(MY "I NVESTMENT PROPERTY" MEANS A SECURI TY, WHETHER
CERTI FI CATED OR UNCERTI FI CATED, SECURI TY ENTI TLEMENT, SECURI Tl ES
ACCOUNT, COWODI TY CONTRACT, OR COMMODI TY ACCOUNT.

(XX) "JURI SDI CTI ON OF ORGANI ZATI ON', W TH RESPECT TO A REG
| STERED ORGANI ZATI ON, MEANS THE JURI SDI CTI ON UNDER WHOSE LAW THE
ORGANI ZATI ON | S ORGANI ZED.

(YY) "LETTER-OF-CREDI T RI GHT" MEANS A RI GHT TO PAYMENT OR
PERFORMANCE UNDER A LETTER OF CREDI T, WHETHER OR NOT THE BENEFI -
Cl ARY HAS DEMANDED OR IS AT THE TI ME ENTI TLED TO DEVMAND PAYMENT
OR PERFORMANCE. THE TERM DOES NOT | NCLUDE THE RI GHT OF A BENEFI -
Cl ARY TO DEMAND PAYMENT OR PERFORMANCE UNDER A LETTER OF CREDI T.

(ZZ) "LIEN CREDI TOR" MEANS 1 OR MORE OF THE FOLLOW NG

(i) A CREDI TOR THAT HAS ACQUI RED A LI EN ON THE PROPERTY
I NVOLVED BY ATTACHMVENT, LEVY, OR THE LI KE.

(i) AN ASSI GNEE FOR BENEFI T OF CREDI TORS FROM THE TI ME OF
ASS| GNIVENT.

(iii) A TRUSTEE | N BANKRUPTCY FROM THE DATE OF THE FI LI NG OF
THE PETI Tl ON.

(iv) A RECEI VER IN EQUI TY FROM THE TI ME OF APPO NTMENT.

(AAA) "MANUFACTURED HOVE" MEANS A STRUCTURE, TRANSPORTABLE
IN 1 OR MORE SECTIONS, VWH CH, I N THE TRAVELI NG MODE, |S 8 BODY
FEET OR MORE IN WDTH OR 40 BODY FEET OR MORE I N LENGIH, OR WHEN
ERECTED ON SITE, 1S 320 OR MORE SQUARE FEET, AND VHICH IS BU LT
ON A PERVANENT CHASSI S AND DESI GNED TO BE USED AS A DVWELLI NG W TH
OR W THOUT A PERVANENT FOUNDATI ON WHEN CONNECTED TO THE REQUI RED
UTI LI TIES, AND | NCLUDES THE PLUMBI NG, HEATI NG, Al R- CONDI TI ONI NG,
AND ELECTRI CAL SYSTEMs CONTAI NED THEREIN. THE TERM | NCLUDES ANY
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STRUCTURE THAT MEETS ALL OF THE REQUI REMENTS OF TH S PARAGRAPH
EXCEPT THE S| ZE REQUI REMENTS AND W TH RESPECT TO WHI CH THE MANU-
FACTURER VOLUNTARI LY FI LES A CERTI FI CATI ON REQUI RED BY THE SECRE-
TARY OF THE DEPARTMENT OF HOUSI NG AND URBAN DEVELOPMENT AND COM
PLI ES WTH THE STANDARDS ESTABLI SHED UNDER TI TLE 42 OF THE UNI TED
STATES CODE.

(BBB) " MANUFACTURED- HOVE TRANSACTI ON' MEANS A SECURED TRANS-
ACTI ON THAT CREATES A PURCHASE- MONEY SECURI TY | NTEREST | N A MANU-
FACTURED HOVE, OTHER THAN A MANUFACTURED HOMVE HELD AS | NVENTORY,
OR IN VH CH A MANUFACTURED HOVE, OTHER THAN A MANUFACTURED HOVE
HELD AS | NVENTORY, |S THE PRI MARY COLLATERAL.

(CCC) "MORTGAGE" MEANS A CONSENSUAL | NTEREST | N REAL PROPER-
TY, I NCLUDI NG FI XTURES, WH CH SECURES PAYMENT OR PERFORVANCE OF
AN OBLI GATI ON.

(DDD) "NEW DEBTOR' MEANS A PERSON THAT BECOVES BOUND AS
DEBTOR UNDER SECTI ON 9203(4) BY A SECURI TY AGREEMENT PREVI QUSLY
ENTERED | NTO BY ANOTHER PERSON.

(EEE) "NEW VALUE" MEANS MONEY, MONEY' S WORTH | N PROPERTY,
SERVI CES, OR NEW CREDI T, OR RELEASE BY A TRANSFEREE OF AN | NTER-
EST I N PROPERTY PREVI OQUSLY TRANSFERRED TO THE TRANSFEREE. THE
TERM DOES NOT | NCLUDE AN OBLI GATI ON SUBSTI TUTED FOR ANOTHER
OBLI GATI ON.

(FFF) " NONCASH PROCEEDS" MEANS PROCEEDS OTHER THAN CASH
PROCEEDS.

(G35 "OBLIGOR' MEANS A PERSON THAT, W TH RESPECT TO AN
OBLI GATI ON SECURED BY A SECURI TY | NTEREST I N OR AN AGRI CULTURAL
LI EN ON THE COLLATERAL, OWES PAYMENT OR OTHER PERFORVMANCE OF THE
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OBLI GATI ON, HAS PROVI DED PROPERTY OTHER THAN THE COLLATERAL TO
SECURE PAYMENT OR OTHER PERFORMANCE OF THE OBLI GATION, OR IS OTH
ERW SE ACCOUNTABLE | N WHOLE OR | N PART FOR PAYMENT OR OTHER PER-
FORMANCE OF THE OBLI GATION.  THE TERM DOES NOT | NCLUDE | SSUERS OR
NOM NATED PERSONS UNDER A LETTER OF CREDIT.

(HHH) "ORI G NAL DEBTOR' MEANS, EXCEPT AS USED IN
SECTI ON 9310(3), A PERSON THAT, AS DEBTOR, ENTERED | NTO A SECUR-
| TY AGREEMENT TO WH CH A NEW DEBTOR HAS BECOVE BOUND UNDER SEC-
TI ON 9203( 4).

(1'11) "PAYMENT | NTANG BLE" MEANS A GENERAL | NTANG BLE UNDER
VH CH THE ACCOUNT DEBTOR S PRI NCl PAL OBLI GATION IS A MONETARY
OBLI GATI ON.

(JJJ) "PERSON RELATED TO', W TH RESPECT TO AN | NDI VI DUAL,
MEANS 1 OR MORE OF THE FOLLOW NG

(i) THE SPOUSE OF THE | NDI VI DUAL.

(i) A BROTHER, BROTHER-I N-LAW SI STER, OR SI STER-|I N- LAW OF
THE | NDI VI DUAL.

(iii) AN ANCESTOR OR LI NEAL DESCENDANT OF THE | NDI VI DUAL OR
THE | NDI VI DUAL’ S SPOUSE.

(iv) ANY OTHER RELATI VE, BY BLOOD OR MARRI AGE, OF THE | NDI -
VI DUAL OR THE | NDI VI DUAL’ S SPOUSE WHO SHARES THE SAME HOMVE W TH
THE | NDI VI DUAL.

(KKK) "PERSON RELATED TO', W TH RESPECT TO AN ORGANI ZATI ON,
MEANS 1 OR MORE OF THE FOLLOW NG

(i) A PERSON DI RECTLY OR | NDI RECTLY CONTROLLI NG, CONTROLLED
BY, OR UNDER COMMON CONTROL W TH THE ORGANI ZATI ON.

02120’ 99 (S-1)



© 0O N O O b~ W DN P

N NN NNDNDDNNRERRPRERERPEPRPR PR P P
N~ o 00N WN P O © 0N O oM WN P O

HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 63

(i) AN OFFI CER OR DI RECTOR OF, OR A PERSON PERFORM NG
SI M LAR FUNCTI ONS W TH RESPECT TO, THE ORGANI ZATI ON.

(iii) AN OFFI CER OR DI RECTOR OF, OR A PERSON PERFORM NG SI M
| LAR FUNCTI ONS W TH RESPECT TO, A PERSON DESCRI BED | N SUBPARA-
GRAPH (i) .

(iv) THE SPOUSE OF AN | NDI VI DUAL DESCRI BED | N SUBPARAGRAPH
(i), (i), OR (iii).

(v) AN | NDI VI DUAL WHO | S RELATED BY BLOOD OR MARRI AGE TO AN
| NDI VI DUAL DESCRI BED | N SUBPARAGRAPH (i), (ii), (iii), OR (iv)

AND SHARES THE SAME HOVE W TH THE | NDI VI DUAL.

(Il) "PROCEEDS" MEANS, EXCEPT AS USED I N SECTI ON 9609(2), 1
OR MORE OF THE FOLLOW NG PROPERTY:

(i) WHATEVER |'S ACQUI RED UPON THE SALE, LEASE, LI CENSE,
EXCHANGE, OR OTHER DI SPCSI TI ON OF COLLATERAL.

(i) WHATEVER | S COLLECTED ON, OR DI STRI BUTED ON ACCOUNT OF,
COLLATERAL.

(iii) RI GHTS ARI SI NG OUT OF COLLATERAL.

(iv) TO THE EXTENT OF THE VALUE OF COLLATERAL, CLAIMS AR S
ING OUT OF THE LOSS, NONCONFORM TY, OR | NTERFERENCE W TH THE USE
OF, DEFECTS OR | NFRI NGEMENT OF RIGHTS IN, OR DAMAGE TO, THE
COLLATERAL.

(v) TO THE EXTENT OF THE VALUE OF COLLATERAL AND TO THE
EXTENT PAYABLE TO THE DEBTOR OR THE SECURED PARTY, | NSURANCE PAY-
ABLE BY REASON OF THE LOSS OR NONCONFORM TY OF, DEFECTS OR
| NFRI NGEMENT OF RI GHTS IN, OR DAMAGE TO, THE COLLATERAL.

(MWM) " PROM SSORY NOTE" MEANS AN | NSTRUVENT THAT EVI DENCES A
PROM SE TO PAY A MONETARY OBLI GATI ON, DOES NOT EVI DENCE AN ORDER
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TO PAY, AND DCES NOT CONTAI N AN ACKNOALEDGMVENT BY A BANK THAT THE
BANK HAS RECEI VED FOR DEPCSI T A SUM OF MONEY OR FUNDS.

(NNN) " PROPOSAL" MEANS A RECORD AUTHENTI CATED BY A SECURED
PARTY WHI CH | NCLUDES THE TERMS ON WHI CH THE SECURED PARTY IS
W LLI NG TO ACCEPT COLLATERAL | N FULL OR PARTI AL SATI SFACTI ON OF
THE OBLI GATI ON | T SECURES PURSUANT TO SECTI ONS 9620, 9621, AND
9622.

(OO0 "PURSUANT TO COVM TMENT", W TH RESPECT TO AN ADVANCE
MADE OR OTHER VALUE G VEN BY A SECURED PARTY, MEANS PURSUANT TO
THE SECURED PARTY’ S OBLI GATI ON, WHETHER OR NOT A SUBSEQUENT EVENT
OF DEFAULT OR OTHER EVENT NOT W THI N THE SECURED PARTY' S CONTROL
HAS RELI EVED OR MAY REL|I EVE THE SECURED PARTY FROM I TS
OBLI GATI ON.

(PPP) "RECORD', EXCEPT AS USED IN "FOR RECORD', "OF RECORD',
"RECORD OR LEGAL TI TLE", AND "RECORD OMNER', MEANS | NFORVATI ON
THAT IS I NSCRI BED ON A TANG BLE MEDI UM OR VHICH IS STORED I N AN
ELECTRONI C OR OTHER MEDI UM AND IS RETRI EVABLE | N PERCEI VABLE
FORM
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(QQQ "REGQ STERED ORGANI ZATI ON' MEANS AN ORGANI ZATI ON
ORGANI ZED SOLELY UNDER THE LAW OF A SI NGLE STATE OR THE UNI TED
STATES AND AS TO WHI CH THE STATE OR THE UNI TED STATES MUST MAI N-

TAIN A PUBLI C RECORD SHOW NG THE ORGANI ZATI ON TO HAVE BEEN
ORGANI ZED.

(RRR) " SECONDARY OBLI GOR' MEANS AN OBLI GOR TO THE EXTENT
THAT THE OBLI GOR' S OBLI GATI ON | S SECONDARY OR THE OBLI GOR HAS A
Rl GHT OF RECOURSE W TH RESPECT TO AN OBLI GATI ON SECURED BY COL-
LATERAL AGAI NST THE DEBTOR, ANOTHER OBLI GOR, OR PROPERTY OF
El THER.

(SSS) "SECURED PARTY" MEANS 1 OR MORE OF THE FOLLOW NG

(i) A PERSON I N WHOSE FAVOR A SECURI TY | NTEREST | S CREATED
OR PROVI DED FOR UNDER A SECURI TY AGREEMENT, WHETHER OR NOT ANY
OBLI GATI ON TO BE SECURED | S OUTSTANDI NG

(ii) A PERSON THAT HOLDS AN AGRI CULTURAL LI EN.

(iii) A CONSI GNOR

(iv) A PERSON TO WHI CH ACCOUNTS, CHATTEL PAPER, PAYNMENT
| NTANG BLES, OR PROM SSORY NOTES HAVE BEEN SCLD.

(v) A TRUSTEE, | NDENTURE TRUSTEE, AGENT, COLLATERAL AGENT,
OR OTHER REPRESENTATI VE | N WHOSE FAVOR A SECURI TY | NTEREST OR
AGRI CULTURAL LI EN IS CREATED OR PROVI DED FOR

(vi) A PERSON THAT HOLDS A SECURI TY | NTEREST ARI SI NG UNDER
SECTI ON 2401, 2505, 2711(3), 2A508(5), 4210, OR 5118.

(TTT) "SECURI TY AGREEMENT" MEANS AN AGREEMENT THAT CREATES
OR PROVI DES FOR A SECURI TY | NTEREST.

(UUU) "SEND', | N CONNECTI ON W TH A RECORD OR NOTI FI CATI ON,
MEANS 1 OF THE FOLLOW NG
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(i) TODEPCSIT IN THE MAIL, DELIVER FOR TRANSM SSI ON, OR
TRANSM T BY ANY OTHER USUAL MEANS OF COVMUNI CATI ON, W TH POSTAGE
OR COST OF TRANSM SSI ON PROVI DED FOR, ADDRESSED TO ANY ADDRESS
REASONABLE UNDER THE ClI RCUMSTANCES.

(ii) TO CAUSE THE RECORD OR NOTI FI CATI ON TO BE RECEIl VED
W TH N THE TI ME THAT | T WOULD HAVE BEEN RECEI VED | F PROPERLY SENT
UNDER SUBPARAGRAPH (i) .

(VW) "SOFTWARE" MEANS A COVPUTER PROGRAM AND ANY SUPPORTI NG
| NFORMATI ON PROVI DED | N CONNECTI ON W TH A TRANSACTI ON RELATI NG TO
THE PROGRAM THE TERM DOES NOT | NCLUDE A COVMPUTER PROGRAM THAT
| S | NCLUDED | N THE DEFI NI TI ON OF GOODS.

(WY " STATE" MEANS A STATE OF THE UNI TED STATES, THE
DI STRI CT OF COLUMBI A, PUERTO RI CO, THE UNI TED STATES VI RG N
| SLANDS, OR ANY TERRI TORY OR | NSULAR POSSESSI ON SUBJECT TO THE
JURI SDI CTI ON OF THE UNI TED STATES.

(XXX) " SUPPORTI NG OBLI GATI ON' MEANS A LETTER- OF-CREDI T RI GHT
OR SECONDARY OBLI GATI ON THAT SUPPORTS THE PAYMENT OR PERFORVANCE
OF AN ACCOUNT, CHATTEL PAPER, A DOCUMENT, A GENERAL | NTANG BLE,
AN | NSTRUMENT, OR | NVESTMENT PROPERTY.

(YYY) "TANG BLE CHATTEL PAPER' MEANS CHATTEL PAPER EVI DENCED
BY A RECORD OR RECORDS CONSI STI NG OF | NFORVATI ON THAT IS
| NSCRI BED ON A TANG BLE MEDI UM

(ZZz) "TERM NATI ON STATEMENT" MEANS AN AMENDMVENT OF A
FI NANCI NG STATEMENT THAT | DENTI FIES, BY I TS FILE NUMBER, THE I NI -
TI AL FI NANCI NG STATEMENT TO WHICH | T RELATES AND | NDI CATES ElI THER
THAT IT IS A TERM NATI ON STATEMENT OR THAT THE | DENTI FI ED
FI NANCI NG STATEMENT | S NO LONGER EFFECTI VE.
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(AAAA) "TRANSM TTI NG UTI LI TY" MEANS A PERSON PRI MARI LY
ENGAGED I N THE BUSI NESS OF 1 OF THE FOLLOW NG
(i) OPERATI NG A RAI LROAD, SUBWAY, STREET RAI LWAY, OR TROLLEY
BUS.
(i) TRANSM TTI NG COMMUNI CATI ONS ELECTRI CALLY, ELECTROVAG
NETI CALLY, OR BY LI GHT.
(iil) TRANSM TTI NG GOCDS BY PI PELI NE OR SEVEER
(iv) TRANSM TTI NG OR PRODUCI NG AND TRANSM TTI NG ELECTRI CI TY,
STEAM GAS, OR WATER
(2) THE FOLLOW NG DEFI NI TIONS | N OTHER ARTI CLES APPLY TO
TH S ARTI CLE:
" APPLI CANT" SECTI ON 5102
" BENEFI Cl ARY" SECTI ON 5102
" BROKER" SECTI ON 8102
" CERTI FI CATED SECURI TY" SECTI ON 8102
" CHECK" SECTI ON 3104
" CLEARI NG CORPORATI ON' SECTI ON 8102
" CONTRACT FOR SALE" SECTI ON 2106
" CUSTOMER! SECTI ON 4104
“ENTI TLEMENT HOLDER' SECTI ON 8102
“FI NANCI AL ASSET" SECTI ON 8102
"HOLDER | N DUE COURSE" SECTI ON 3302
"1 SSUER" (W TH RESPECT TO A LETTER
OF CREDIT OR LETTER-OF-CREDI T RI GHT) SECTI ON 5102
"] SSUER' (W TH RESPECT TO A
SECURI TY) SECTI ON 8201
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1 " LEASE" SECTI ON 2A103

2 " LEASE AGREEMENT" SECTI ON 2A103

3 " LEASE CONTRACT" SECTI ON 2A103

4 " LEASEHOLD | NTEREST" SECTI ON 2A103

5 " LESSEE" SECTI ON 2A103

6 "LESSEE | N ORDI NARY COURSE OF

7 BUSI NESS" SECTI ON 2A103

8 " LESSOR! SECTI ON 2A103

9 "LESSOR' S RESI DUAL | NTEREST" SECTI ON 2A103
10 "LETTER OF CREDI T" SECTI ON 5102
11 " MERCHANT" SECTI ON 2104
12 " NEGOT| ABLE | NSTRUMENT" SECTI ON 3104
13 " NOM NATED PERSON' SECTI ON 5102
14 " NOTE" SECTI ON 3104
15 "PROCEEDS OF A LETTER OF CREDI T" SECTI ON 5114
16 " PROVE" SECTI ON 3103
17 " SALE" SECTI ON 2106
18 " SECURI TI ES ACCOUNT" SECTI ON 8501
19 " SECURI TI ES | NTERMEDI ARY" SECTI ON 8102
20 " SECURI TY" SECTI ON 8102
21 " SECURI TY CERTI FI CATE" SECTI ON 8102
22 " SECURI TY ENTI TLEMENT" SECTI ON 8102
23 " UNCERTI FI CATED SECURI TY" SECTI ON 8102.
24 (3) ARTICLE 1 CONTAI NS GENERAL DEFI NI TI ONS AND PRI NCl PLES OF

25 CONSTRUCTI ON AND | NTERPRETATI ON APPL| CABLE THROUGHOUT THI S
26 ARTI CLE.
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Sec. 9103. (1) Pbocurents,—instrurents,—andordinary
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(1) AS USED IN THI S SECTI ON:

(A) "PURCHASE- MONEY COLLATERAL" MEANS GOODS OR SOFTWARE THAT
SECURES A PURCHASE- MONEY OBLI GATI ON | NCURRED W TH RESPECT TO THAT
COLLATERAL.

(B) "PURCHASE- MONEY OBLI GATI ON' MEANS AN OBLI GATI ON OF AN
OBLI GOR | NCURRED AS ALL OR PART OF THE PRI CE OF THE COLLATERAL OR

FOR VALUE G VEN TO ENABLE THE DEBTOR TO ACQUIRE RIGHTS IN OR THE
USE OF THE COLLATERAL IF THE VALUE IS I N FACT SO USED.

(2) A SECURITY INTEREST IN GOODS | S A PURCHASE- MONEY SECUR-
I TY I NTEREST TO THE FOLLOW NG EXTENT, AS APPL| CABLE:

(A) TO THE EXTENT THAT THE GOODS ARE PURCHASE- MONEY COLLAT-
ERAL W TH RESPECT TO THAT SECURI TY | NTEREST.

(B) I'F THE SECURI TY I NTEREST IS I N I NVENTORY THAT IS OR WAS
PURCHASE- MONEY COLLATERAL, ALSO TO THE EXTENT THAT THE SECURI TY
| NTEREST SECURES A PURCHASE- MONEY OBLI GATI ON | NCURRED W TH
RESPECT TO OTHER | NVENTORY | N VH CH THE SECURED PARTY HOLDS OR
HELD A PURCHASE- MONEY SECURI TY | NTEREST.

(© ALSO TO THE EXTENT THAT THE SECURI TY | NTEREST SECURES A
PURCHASE- MONEY OBLI GATI ON | NCURRED W TH RESPECT TO SOFTWARE | N
VH CH THE SECURED PARTY HOLDS OR HELD A PURCHASE- MONEY SECURI TY
| NTEREST.

(3) A SECURITY INTEREST IN SOFTWARE | S A PURCHASE- MONEY
SECURI TY | NTEREST TO THE EXTENT THAT THE SECURI TY | NTEREST ALSO
SECURES A PURCHASE- MONEY OBLI GATI ON | NCURRED W TH RESPECT TO
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GOCDS | N WH CH THE SECURED PARTY HOLDS OR HELD A PURCHASE- MONEY
SECURI TY | NTEREST | F THE DEBTOR ACQUI RED | TS | NTEREST I N THE
SOFTWARE I N AN | NTEGRATED TRANSACTION IN VHICH | T ACQUI RED AN

I NTEREST | N THE GOODS, AND THE DEBTOR ACQUI RED | TS | NTEREST | N
THE SOFTWARE FOR THE PRI NCI PAL PURPOSE OF USI NG THE SOFTWARE I N
THE GOODS.

(4) THE SECURI TY | NTEREST OF A CONSI GNOR I N GOCDS THAT ARE
THE SUBJECT OF A CONSI GNVENT |'S A PURCHASE- MONEY SECURI TY | NTER-
EST I N | NVENTORY.

(5) I'N A TRANSACTI ON OTHER THAN A CONSUMER- GOODS TRANSAC-
TION, I'F THE EXTENT TO WHI CH A SECURI TY | NTEREST IS A
PURCHASE- MONEY SECURI TY | NTEREST DEPENDS ON THE APPLI CATI ON OF A
PAYMENT TO A PARTI CULAR OBLI GATI ON, THE PAYMENT MJST BE APPLI| ED
IN 1 OF THE FOLLOW NG AS APPLI CABLE:

(A) I N ACCORDANCE W TH ANY REASONABLE METHOD OF APPLI CATI ON
TO VH CH THE PARTI ES AGREE.

(B) I'N THE ABSENCE OF THE PARTI ES AGREEMENT TO A REASONABLE
METHOD, | N ACCORDANCE W TH ANY | NTENTI ON OF THE OBLI GOR MANI -
FESTED AT OR BEFORE THE TI ME OF PAYMENT.

(© I N THE ABSENCE OF AN AGREEMENT TO A REASONABLE METHCD
AND A TI MELY MANI FESTATI ON OF THE OBLI GOR' S | NTENTI ON, I N THE
FOLLOW NG ORDER:

(i) TO OBLI GATI ONS THAT ARE NOT SECURED.

(i) I'F MORE THAN 1 OBLI GATION | S SECURED, TO OBLI GATI ONS
SECURED BY PURCHASE- MONEY SECURI TY | NTERESTS IN THE ORDER I'N
VH CH THOSE OBLI GATI ONS WERE | NCURRED.
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(6) IN A TRANSACTI ON OTHER THAN A CONSUMER- GOODS
TRANSACTI ON, A PURCHASE- MONEY SECURI TY | NTEREST DOES NOT LOSE I TS
STATUS AS SUCH, EVEN | F THE PURCHASE- MONEY COLLATERAL ALSO
SECURES AN OBLI GATI ON THAT IS NOT A PURCHASE- MONEY OBLI GATI ON,
COLLATERAL THAT |'S NOT PURCHASE- MONEY COLLATERAL ALSO SECURES THE
PURCHASE- MONEY OBLI GATI ON, OR THE PURCHASE- MONEY OBLI GATI ON HAS
BEEN RENEWED, REFI NANCED, CONSOLI DATED, OR RESTRUCTURED.

(7) IN A TRANSACTI ON OTHER THAN A CONSUMER- GOODS TRANSAC-
TION, A SECURED PARTY CLAI M NG A PURCHASE- MONEY SECURI TY | NTEREST
HAS THE BURDEN OF ESTABLI SHI NG THE EXTENT TO WHI CH THE SECURI TY
| NTEREST | S A PURCHASE- MONEY SECURI TY | NTEREST.

(8) THE LI M TATION OF THE RULES | N SUBSECTI ONS (5), (6), AND
(7) TO TRANSACTI ONS OTHER THAN CONSUMER- GOODS TRANSACTI ONS | S
| NTENDED TO LEAVE TO THE COURT THE DETERM NATI ON OF THE PROPER
RULES | N CONSUMER- GOODS TRANSACTI ONS.  THE COURT MAY NOT | NFER
FROM THAT LI M TATI ON THE NATURE OF THE PROPER RULE I N
CONSUMER- GOODS  TRANSACTI ONS AND MAY CONTI NUE TO APPLY ESTABLI SHED
APPROACHES.

Sec. 9104. —This—artiectedoesrnot—appty:-
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(1) A SECURED PARTY HAS CONTROL OF A DEPCSI T ACCOUNT IF 1 OR
MORE OF THE FOLLOW NG APPLY:

(A) THE SECURED PARTY IS THE BANK W TH WHI CH THE DEPCSI T
ACCOUNT IS NAI NTAI NED.

(B) THE DEBTOR, SECURED PARTY, AND BANK HAVE AGREED I N AN
AUTHENTI CATED RECORD THAT THE BANK W LL COVPLY W TH | NSTRUCTI ONS
ORI G NATED BY THE SECURED PARTY DI RECTI NG DI SPCSI TI ON OF THE
FUNDS I N THE DEPOSI T ACCOUNT W THOUT FURTHER CONSENT BY THE
DEBTOR.

(© THE SECURED PARTY BECOMES THE BANK' S CUSTOVER W TH
RESPECT TO THE DEPOSI T ACCOUNT.

(2) A SECURED PARTY THAT HAS SATI SFI ED SUBSECTI ON (1) HAS
CONTROL, EVEN I F THE DEBTOR RETAINS THE RI GHAT TO DI RECT THE DI S-
POSI TI ON OF FUNDS FROM THE DEPCSI T ACCOUNT.

Sec. 9105. —(1H)—Asusedinthts—artiecteuntess—the—context
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ELECTRONI C CHATTEL PAPER | F THE RECORD OR RECORDS COWPRI SI NG THE
CHATTEL PAPER ARE CREATED, STORED, AND ASSI GNED I N SUCH A MANNER
THAT ALL OF THE FOLLOW NG APPLY:

(A) A SINGLE AUTHORI TATI VE COPY OF THE RECORD OR RECORDS
EXI STS WHICH IS UNI QUE, | DENTI FI ABLE, AND, EXCEPT AS OTHERW SE
PROVI DED I N SUBDI VI SIONS (D), (E), AND (F), UNALTERABLE.

(B) THE AUTHORI TATI VE COPY | DENTI FI ES THE SECURED PARTY AS
THE ASSI GNEE OF THE RECORD OR RECORDS.

(© THE AUTHORI TATI VE COPY |'S COMMUNI CATED TO AND MAI NTAI NED
BY THE SECURED PARTY OR | TS DESI GNATED CUSTQODI AN.

(D) COPIES OR REVI SIONS THAT ADD OR CHANGE AN | DENTI FI ED
ASS| GNEE OF THE AUTHORI TATI VE COPY CAN BE MADE ONLY W TH THE PAR-
TI Cl PATI ON OF THE SECURED PARTY.

(E) EACH COPY OF THE AUTHORI TATI VE COPY AND ANY COPY OF A
COPY | S READI LY | DENTI FI ABLE AS A COPY THAT IS NOT THE AUTHORI TA-
TI VE COPY.

(F) ANY REVI SI ON OF THE AUTHORI TATI VE COPY |I'S READI LY | DEN-
TI FI ABLE AS AN AUTHORI ZED OR UNAUTHORI ZED REVI SI ON.

Sec. 9106. i

02120’ 99 (S-1)
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(1) A PERSON HAS CONTROL OF A CERTI FI CATED SECURI TY, UNCER-
Tl FI CATED SECURI TY, OR SECURI TY ENTI TLEMENT AS PROVI DED | N SEC-
TI ON 8106.

(2) A SECURED PARTY HAS CONTROL OF A COMMODI TY CONTRACT | F
El THER OF THE FOLLON NG | S MET:

(A) THE SECURED PARTY IS THE COVMODI TY | NTERVEDI ARY W TH
VH CH THE COMMODI TY CONTRACT | S CARRI ED.

(B) THE COMMODI TY CUSTOMER, SECURED PARTY, AND COWODI TY
| NTERMVEDI ARY HAVE AGREED THAT THE COWMODI TY | NTERMEDI ARY W LL
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
COMMCDI TY CUSTOMER.

(3) A SECURED PARTY HAVI NG CONTROL OF ALL SECURI TY ENTI TLE-
MENTS OR COVMODI TY CONTRACTS CARRI ED IN A SECURI TI ES ACCOUNT OR
COMMCDI TY ACCOUNT HAS CONTROL OVER THE SECURI TI ES ACCOUNT OR COW
MODI TY ACCOUNT.

Sec. 9107. i i i . =

SECURED PARTY HAS CONTROL OF A LETTER-OF-CREDI T RI GHT TO THE
EXTENT OF ANY RI GHT TO PAYMENT OR PERFORVANCE BY THE | SSUER OR

02120’ 99 (S-1)
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ANY NOM NATED PERSON | F THE | SSUER OR NOM NATED PERSON HAS
CONSENTED TO AN ASSI GNVENT OF PROCEEDS OF THE LETTER OF CREDI T
UNDER SECTI ON 5114(3) OR OTHERW SE APPLI CABLE LAW OR PRACTI CE.
Sec. 9108. Wete—a secured party trakesan—advance—inc

(1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ONS (3), (4),
AND (5), A DESCRI PTI ON OF PERSONAL OR REAL PROPERTY |'S SUFFI -

Cl ENT, WHETHER OR NOT IT IS SPECIFIC, |F | T REASONABLY | DENTI FI ES
WHAT |'S DESCRI BED.

(2) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (4), A
DESCRI PTI ON OF COLLATERAL REASONABLY | DENTI FI ES THE COLLATERAL | F
| T | DENTI FI ES THE COLLATERAL BY 1 OR MORE OF THE FOLLOW NG

(A) SPECI FIC LI STING

(B) CATEGORY.

(C) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (5), A TYPE
OF COLLATERAL DEFINED | N THE UNI FORM COMMERCI AL CODE.

(D) QUANTI TY.

(E) COVPUTATI ONAL OR ALLOCATI ONAL FORMULA OR PROCEDURE

02120’ 99 (S-1)
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(F) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (3), ANY
OTHER METHOD, |F THE | DENTITY OF THE COLLATERAL | S OBJECTI VELY
DETERM NABLE.

(3) A DESCRI PTI ON OF COLLATERAL AS "ALL THE DEBTOR S ASSETS'
OR "ALL THE DEBTOR S PERSONAL PROPERTY" OR USI NG WORDS OF SIM LAR
| MPORT DOES NOT REASONABLY | DENTI FY THE COLLATERAL.

(4) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTION (5), A
DESCRI PTI ON OF A SECURI TY ENTI TLEMENT, SECURI TI ES ACCOUNT, OR
COVMODI TY ACCOUNT |'S SUFFICIENT IF I T DESCRIBES 1 OR MORE OF THE
FOLLOW NG

(A) THE COLLATERAL BY THE TERM SECURI TY ENTI TLEMENT, SECURI -
TI ES ACCOUNT, OR COWODI TY ACCOUNT, OR AS | NVESTMENT PROPERTY.

(B) THE UNDERLYI NG FI NANCI AL ASSET OR COVMODI TY CONTRACT.

(5) A DESCRI PTI ON ONLY BY TYPE OF COLLATERAL DEFINED I N THE
UNI FORM COVMERCI AL CODE | S AN | NSUFFI CI ENT DESCRI PTI ON OF ElI THER
OF THE FOLLOW NG

(A) A COWERCI AL TORT CLAIM

(B) I'N A CONSUMER TRANSACTI ON, CONSUMER GOODS, A SECURI TY
ENTI TLEVMENT, A SECURI TI ES ACCOUNT, OR A COWMODI TY ACCOUNT.

SUBPART 2. APPLI CABI LI TY OF ARTI CLE
Sec. 9109. —©Coods—are

02120’ 99 (S-1)
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(1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ONS (3) AND (4),
TH' S ARTI CLE APPLI ES TO ALL OF THE FOLLOW NG

(A) A TRANSACTI ON, REGARDLESS OF | TS FORM THAT CREATES A
SECURI TY | NTEREST | N PERSONAL PROPERTY OR FI XTURES BY CONTRACT.

(B) AN AGRI CULTURAL LI EN.

(C) A SALE OF ACCOUNTS, CHATTEL PAPER, PAYMENT | NTANG BLES,
OR PROM SSORY NOTES.

(D) A CONSI GNVENT.

(E) A SECURI TY | NTEREST ARl SI NG UNDER SECTI ON 2401, 2505,
2711(3), OR 2A508(5), AS PROVI DED | N SECTI ON 9110.

(F) A SECURI TY | NTEREST ARl SI NG UNDER SECTI ON 4210 OR 5118.

(2) THE APPLI CATION OF THI' S ARTI CLE TO A SECURI TY | NTEREST
IN A SECURED OBLI GATI ON | S NOT AFFECTED BY THE FACT THAT THE

02120’ 99 (S-1)
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OBLI GATION IS | TSELF SECURED BY A TRANSACTI ON OR | NTEREST TO
VH CH TH S ARTI CLE DOES NOT APPLY.

(3) TH'S ARTI CLE DCES NOT APPLY TO THE EXTENT THAT 1 OR MORE
OF THE FOLLOW NG APPLY:

(A) A STATUTE, REGULATION, OR TREATY OF THE UNI TED STATES
PREEMPTS THI S ARTI CLE.

(B) ANOTHER STATUTE OF THI S STATE EXPRESSLY GOVERNS THE CRE-
ATI ON, PERFECTI ON, PRIORITY, OR ENFORCEMENT OF A SECURI TY | NTER-
EST CREATED BY THI S STATE OR A GOVERNMENTAL UNIT OF TH S STATE.

(©) A STATUTE OF ANOTHER STATE, A FOREI GN COUNTRY, OR A GOV-
ERNVENTAL UNI' T OF ANOTHER STATE OR FOREI GN COUNTRY, OTHER THAN A
STATUTE CGENERALLY APPLI CABLE TO SECURI TY | NTERESTS, EXPRESSLY
GOVERNS CREATI ON, PERFECTION, PRIORITY, OR ENFORCEMENT OF A
SECURI TY | NTEREST CREATED BY THAT STATE, COUNTRY, OR GOVERNMENTAL
UNIT.

(D) THE RI GATS OF A TRANSFEREE BENEFI CI ARY OR NOM NATED
PERSON UNDER A LETTER OF CREDI T ARE | NDEPENDENT AND SUPERI OR
UNDER SECTI ON 5114.

(4) TH' S ARTI CLE DOES NOT APPLY TO ANY OF THE FOLLOW NG

(A) A LANDLORD S LIEN, OTHER THAN AN AGRI CULTURAL LI EN.

(B) A LIEN, OTHER THAN AN AGRI CULTURAL LIEN, G VEN BY STAT-
UTE OR OTHER RULE OF LAW FOR SERVI CES OR MATERI ALS, BUT SECTI ON
9333 APPLIES W TH RESPECT TO PRIORI TY OF THE LI EN.

(C AN ASSI GNMVENT OF A CLAIM FOR WAGES, SALARY, OR OTHER
COMPENSATI ON OF AN EMPLOYEE.

02120’ 99 (S-1)
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(D) A SALE OF ACCOUNTS, CHATTEL PAPER, PAYMENT | NTANG BLES,
OR PROM SSORY NOTES AS PART OF A SALE OF THE BUSI NESS QUT OF
VH CH THEY ARCSE.

(E) AN ASSI GNMVENT OF ACCOUNTS, CHATTEL PAPER, PAYMENT | NTAN-
G BLES, OR PROM SSORY NOTES THAT IS FOR THE PURPCSE OF COLLECTI ON
ONLY.

(F) AN ASSI GNMVENT OF A RI GHT TO PAYMENT UNDER A CONTRACT TO
AN ASSI GNEE THAT IS ALSO OBLI GATED TO PERFORM UNDER THE
CONTRACT.

(G AN ASSI GNVENT OF A SI NGLE ACCOUNT, PAYMENT | NTANG BLE,
OR PROM SSORY NOTE TO AN ASSI GNEE | N FULL OR PARTI AL SATI SFACTI ON
OF A PREEXI STI NG | NDEBTEDNESS.

(H A TRANSFER OF AN I NTEREST I N OR AN ASSI GNMENT OF A CLAIM
UNDER A POLI CY OF | NSURANCE, OTHER THAN AN ASSI GNMENT BY OR TO A
HEALTH- CARE PROVI DER OF A HEALTH- CARE- | NSURANCE RECEI VABLE AND
ANY SUBSEQUENT ASSI GNMENT OF THE RI GHT TO PAYMENT, BUT SECTI ONS
9315 AND 9322 APPLY W TH RESPECT TO PROCEEDS AND PRICRITIES IN
PROCEEDS.

(1) AN ASSI GNMENT OF A RI GHT REPRESENTED BY A JUDGVENT,
OTHER THAN A JUDGVENT TAKEN ON A RI GHT TO PAYMENT THAT WAS
COLLATERAL.

(J) A RIGHT OF RECOUPMENT OF SET- OFF, BUT SECTI ON 9340
APPLI ES W TH RESPECT TO THE EFFECTI VENESS OF RI GHTS OF RECOUPMENT
OR SET- OFF AGAI NST DEPCSI T ACCOUNTS AND SECTI ON 9404 APPLI ES W TH
RESPECT TO DEFENSES OR CLAI M5 OF AN ACCOUNT DEBTOR.

(K) THE CREATI ON OR TRANSFER OF AN I NTEREST IN OR LI EN ON
REAL PROPERTY, | NCLUDI NG A LEASE OR RENTS THEREUNDER, EXCEPT TO

02120’ 99 (S-1)



© 00O N o o~ W N P

N N NN R PR P R R R R R R
W N Rk O © 0N O 00 M WDN PR O

24
25
26

HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 92
THE EXTENT THAT PROVI SION IS MADE FOR 1 OR MORE OF THE
FOLLOW NG
(i) LIENS ON REAL PROPERTY I N SECTI ONS 9203 AND 9308.
(i) FI XTURES I N SECTI ON 9334.
(i) FI XTURE FILINGS I N SECTI ONS 9501, 9502, 9512, 9516,
AND 9519.
(iv) SECURI TY AGREEMENTS COVERI NG PERSONAL AND REAL PROPERTY
I N SECTI ON 9604.
(1) THE CREATI ON OF OR TRANSFER OF AN I NTEREST I N OR LI EN ON

A LAND CONTRACT MORTGAGE GOVERNED BY SECTI ONS 6 THROUGH 11 OF
1879 PA 237, MCL 565. 356 TO 565. 361.

(M A TRANSFER BY A GOVERNMENTAL UNI T OR GOVERNVENTAL SUBDI -
VI SI ON OR ACGENCY.

(N) AN ASSI GNMENT OF A CLAIM ARI SING IN TORT, OTHER THAN A
COMVERCI AL TORT CLAIM BUT SECTI ONS 9315 AND 9322 APPLY WTH
RESPECT TO PROCEEDS AND PRI ORI TI ES I N PROCEEDS.

(O AN ASSI GNVENT OF A DEPCSI T ACCOUNT | N A CONSUMVER TRANS-
ACTI ON, BUT SECTI ONS 9315 AND 9322 APPLY W TH RESPECT TO PROCEEDS
AND PRI ORI TI ES I N PROCEEDS.

Sec. 9110. —For—the purposes—ofthis—artiecteany deserip=

described— A SECURI TY | NTEREST ARl SI NG UNDER SECTI ON 2401, 2505,
2711(3), OR 2A508(5) IS SUBJECT TO THI S ARTICLE. HOWEVER, UNTIL
THE DEBTOR OBTAI NS POSSESSI ON OF THE GOODS, ALL OF THE FOLLOW NG
APPLY:

02120’ 99 (S-1)



© 00 N O O A W N P

N NN N NNRRRRERRRPE R P R P
O D W N RFP O © 0N O 00 W N PR O

HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 93

(A) THE SECURI TY | NTEREST |'S ENFORCEABLE, EVEN | F SECTI ON
9203(2) (C) HAS NOT BEEN SATI SFI ED

(B) FILING I'S NOT REQUI RED TO PERFECT THE SECURI TY
| NTEREST.

(C) THE RI GHTS OF THE SECURED PARTY AFTER DEFAULT BY THE
DEBTOR ARE GOVERNED BY ARTI CLE 2 OR 2A.

(D) THE SECURI TY | NTEREST HAS PRI ORI TY OVER A CONFLI CTI NG
SECURI TY | NTEREST CREATED BY THE DEBTOR

PART 2

—VALHBHY—OF—SECURHTY-AGREEVENT-AND— EFFECTI VENESS OF SECURI TY
AGREEMENT; ATTACHVENT OF SECURI TY | NTEREST,
Rl GHTS OF PARTI ES —THERETO- TO SECURI TY AGREEMENT
SUBPART 1. EFFECTI VENESS AND ATTACHVENT

Sec. 9201. —Execept—asotherwise provided by this—act—a

(1) EXCEPT AS OTHERW SE PROVIDED IN TH' S ACT, A SECURITY
AGREEMENT | S EFFECTI VE ACCORDI NG TO I TS TERMS BETWEEN THE PAR-
TIES, AGAI NST PURCHASERS OF THE COLLATERAL, AND AGAI NST
CREDI TORS.

02120’ 99 (S-1)
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(2) A TRANSACTI ON SUBJECT TO THI S ARTICLE IS SUBJECT TO ANY
APPLI CABLE RULE OF LAW THAT ESTABLI SHES A DI FFERENT RULE FOR
CONSUMERS AND TO EACH OF THE FOLLOW NG, AS APPLI CABLE:

(A) THE REGULATORY LOAN ACT OF 1963, 1939 PA 21, MCL 493.1
TO 493. 26.

(B) 1939 PA 305, MCL 566.301 TO 566. 302.

(© THE MOTOR VEHI CLE SALES FI NANCE ACT, 1950 (EX SESS)
PA 27, MCL 492. 101 TO 492. 141.

(D) THE MOBI LE HOVE COWM SSI ON ACT, 1987 PA 96, MCL 125. 2301

TO 125. 2349.

(E) THE M CH GAN VEHI CLE CODE, 1949 PA 300, MCL 257.1 TO
257.923.

(F) 1978 PA 387, MCL 257.931 TO 257.937.

(G 1986 PA 87, MCL 257.1401 TO 257.1410.

(H THE GRAI N DEALERS ACT, 1939 PA 141, MCL 285.61 TO
285. 82A.

(1) THE M CH GAN FAM LY FARM DEVELOPMENT ACT, 1982 PA 220,
MCL 285. 251 TO 285. 279.

(J) THE NATURAL RESOURCES AND ENVI RONMVENTAL PROTECTI ON ACT,
1994 PA 451, MCL 324.101 TO 324.90106.

(K) 1982 PA 459, MCL 325.851 TO 325. 858.

(1) 1970 PA 90, MCL 442.311 TO 442. 315.

(M 1971 PA 227, MCL 445.111 TO 445. 117.

(N) THE RETAIL I NSTALLMENT SALES ACT, 1966 PA 224,
MCL 445. 851 TO 445.873.

(O THE M CH GAN CONSUMER PROTECTI ON ACT, 1976 PA 331,
MCL 445. 901 TO 445. 922.

02120’ 99 (S-1)
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(P) THE HOVE | MPROVEMENT FI NANCE ACT, 1965 PA 332,
MCL 445. 1102 TO 445. 1431.

(Q 1941 PA 338, MCL 566. 1.

(R} THE GARAGE KEEPER S LI EN ACT, 1915 PA 312, MCL 570. 301
TO 570. 309.

(S) 1939 PA 3, MCL 460.1 TO 460. 10CC.

(3) I'N CASE OF CONFLI CT BETWEEN THI S ARTI CLE AND A RULE COF
LAW STATUTE, OR REGULATI ON DESCRI BED I N SUBSECTI ON (2), THE RULE
OF LAW STATUTE, OR REGULATI ON CONTROLS. FAILURE TO COWPLY W TH

A STATUTE OR REGULATI ON DESCRI BED I N SUBSECTI ON (2) HAS ONLY THE
EFFECT THE STATUTE OR REGULATI ON SPECI FI ES.

(4) TH' S ARTI CLE DOES NOT VALI DATE ANY RATE, CHARGE, AGREE-
MENT, OR PRACTI CE THAT VI OLATES A RULE OF LAW STATUTE, OR REGUJ
LATI ON DESCRI BED | N SUBSECTI ON (2), OR EXTEND THE APPLI CATI ON OF
THE RULE OF LAW STATUTE, OR REGULATI ON TO A TRANSACTI ON NOT OTH
ERW SE SUBJECT TO I T.

Sec. 9202. —FEaech—provistonofthis—artietewthregardto

O 9 Oa O1 aliC chiedi— apPP c Wet1ne c O O a

eral—s—in—the—secured—party or—+nthedebtoer— EXCEPT AS OTHER-
W SE PROVI DED W TH RESPECT TO CONSI GNVENTS OR SALES OF ACCOUNTS,

CHATTEL PAPER, PAYMENT | NTANG BLES, OR PROM SSCRY NOTES, THE PRO-
VISIONS OF TH S ARTI CLE W TH REGARD TO RI GHTS AND OBL| GATI ONS
APPLY WHETHER TI TLE TO COLLATERAL 1S IN THE SECURED PARTY OR THE
DEBTOR.

Sec. 9203. —(1)—Subject—to section4208—onthe—securtty

02120’ 99 (S-1)
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(1) A SECURITY | NTEREST ATTACHES TO COLLATERAL WHEN | T
BECOVES ENFORCEABLE AGAI NST THE DEBTOR W TH RESPECT TO THE COL-
LATERAL, UNLESS AN AGREEMENT EXPRESSLY POSTPONES THE TI ME OF
ATTACHVENT.

(2) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ONS (3) THROUGH
(9), A SECURITY I NTEREST IS ENFORCEABLE AGAI NST THE DEBTOR AND
TH RD PARTI ES W TH RESPECT TO THE COLLATERAL ONLY IF ALL OF THE
FOLLOW NG ARE MET:

(A) VALUE HAS BEEN G VEN.

(B) THE DEBTOR HAS RI GHTS I N THE COLLATERAL OR THE POVWER TO
TRANSFER RI GHTS | N THE COLLATERAL TO A SECURED PARTY.

(© ONE OR MORE OF THE FOLLOW NG CONDI TI ONS ARE MET:

(i) THE DEBTOR HAS AUTHENTI CATED A SECURI TY AGREEMENT THAT
PROVI DES A DESCRI PTI ON OF THE COLLATERAL AND, |F THE SECURI TY
| NTEREST COVERS TI MBER TO BE CUT, A DESCRI PTI ON OF THE LAND
CONCERNED.

(i) THE COLLATERAL |'S NOT A CERTI FI CATED SECURITY AND IS I N
THE PCOSSESSI ON OF THE SECURED PARTY UNDER SECTI ON 9313 PURSUANT
TO THE DEBTOR S SECURI TY AGREEMENT.

(iii) THE COLLATERAL IS A CERTI FI CATED SECURITY I N REG S-
TERED FORM AND THE SECURI TY CERTI FI CATE HAS BEEN DELI VERED TO THE
SECURED PARTY UNDER SECTI ON 8301 PURSUANT TO THE DEBTOR S SECUR-
| TY AGREEMENT.

(iv) THE COLLATERAL | S DEPOSI T ACCOUNTS, ELECTRONI C CHATTEL
PAPER, | NVESTMENT PROPERTY, OR LETTER-OF-CREDI T RI GHTS, AND THE

02120’ 99 (S-1)
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SECURED PARTY HAS CONTROL UNDER SECTI ON 9104, 9105, 9106, OR 9107
PURSUANT TO THE DEBTOR' S SECURI TY AGREEMENT.

(3) SUBSECTION (2) IS SUBJECT TO SECTI ON 4210 ON THE SECUR-
| TY I NTEREST OF A COLLECTI NG BANK, SECTION 5118 ON THE SECURI TY
| NTEREST OF A LETTER-OF-CREDI T | SSUER OR NOM NATED PERSOQN, SEC-
TION 9110 ON A SECURI TY | NTEREST ARI SI NG UNDER ARTI CLE 2 OR 2A,
AND SECTI ON 9206 ON SECURI TY | NTERESTS I N | NVESTMENT PROPERTY.

(4) A PERSON BECOVES BOUND AS DEBTOR BY A SECURI TY AGREEMENT
ENTERED | NTO BY ANOTHER PERSON | F, BY OPERATI ON OF LAW OTHER THAN
TH' S ARTI CLE OR BY CONTRACT, EI THER OF THE FOLLOW NG OCCURS:

(A) THE SECURI TY AGREEMENT BECOVES EFFECTI VE TO CREATE A
SECURI TY | NTEREST I N THE PERSON S PROPERTY.

(B) THE PERSON BECOVES GENERALLY OBLI GATED FOR THE OBLI GA-
TIONS OF THE OTHER PERSON, | NCLUDI NG THE OBLI GATI ON SECURED UNDER
THE SECURI TY AGREEMENT, AND ACQUI RES OR SUCCEEDS TO ALL OR SUB-
STANTI ALLY ALL OF THE ASSETS OF THE OTHER PERSON.

(5) I'F A NEW DEBTOR BECOVES BOUND AS DEBTOR BY A SECURI TY
AGREEMENT ENTERED | NTO BY ANOTHER PERSON, THE AGREEMENT SATI SFI ES
SUBSECTI ON (2) (C) W TH RESPECT TO EXI STI NG OR AFTER- ACQUI RED
PROPERTY OF THE NEW DEBTOR TO THE EXTENT THE PROPERTY | S
DESCRI BED | N THE AGREEMENT, AND ANOTHER AGREEMENT | S NOT NECES-
SARY TO MAKE A SECURITY | NTEREST I N THE PROPERTY ENFORCEABLE.

(6) THE ATTACHMENT OF A SECURI TY | NTEREST | N COLLATERAL
G VES THE SECURED PARTY THE RI GHTS TO PROCEEDS PROVI DED BY SEC-
TION 9315 AND | S ALSO ATTACHVENT OF A SECURITY | NTEREST I N A SUP-
PORTI NG OBLI GATI ON FOR THE COLLATERAL.

02120’ 99 (S-1)
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(7) THE ATTACHVENT OF A SECURITY INTEREST IN A RIGHT TO
PAYMENT OR PERFORMANCE SECURED BY A SECURI TY | NTEREST OR OTHER
LI EN ON PERSONAL OR REAL PROPERTY | S ALSO ATTACHMENT OF A SECUR-
I TY I NTEREST IN THE SECURI TY | NTEREST, MORTGAGE, OR OTHER LI EN.

(8) THE ATTACHMVENT OF A SECURITY | NTEREST I N A SECURI Tl ES
ACCOUNT IS ALSO ATTACHVENT OF A SECURI TY I NTEREST IN THE SECURI TY
ENTI TLEMENTS CARRI ED | N THE SECURI TI ES ACCOUNT.

(9) THE ATTACHMENT OF A SECURITY | NTEREST IN A COWODI TY
ACCOUNT IS ALSO ATTACHVENT OF A SECURI TY I NTEREST I N THE COVMOD-
| TY CONTRACTS CARRIED IN THE COVMODI TY ACCOUNT.

Sec. 9204. (1) Except—as providedin—subsection{(2)—=a

(1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTION (2), A SECUR-
| TY AGREEMENT MAY CREATE OR PROVI DE FOR A SECURI TY | NTEREST | N
AFTER- ACQUI RED COLLATERAL.

02120’ 99 (S-1)
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(2) A SECURITY | NTEREST DOES NOT ATTACH UNDER A TERM
CONSTI TUTI NG AN AFTER- ACQUI RED PROPERTY CLAUSE TO EI THER OF THE
FOLLOW NG

(A) CONSUMER GOODS, OTHER THAN AN ACCESSI ON WHEN G VEN AS
ADDI TI ONAL SECURI TY, UNLESS THE DEBTOR ACQUI RES RI GHTS | N THEM
W TH N 10 DAYS AFTER THE SECURED PARTY G VES VALUE.

(B) A COWERCI AL TORT CLAIM

(3) A SECURITY AGREEMENT NAY PROVI DE THAT COLLATERAL
SECURES, OR THAT ACCOUNTS, CHATTEL PAPER, PAYMENT | NTANG BLES, OR
PROM SSORY NOTES ARE SOLD I N CONNECTI ON W TH, FUTURE ADVANCES OR
OTHER VALUE, VHETHER OR NOT THE ADVANCES OR VALUE ARE d VEN PUR-
SUANT TO COVM TMENT.

Sec. 9205. —A-securityinterest—i+snot—invatHdor—fraudu=—

(1) A SECURITY INTEREST IS NOT | NVALI D OR FRAUDULENT AGAI NST
CREDI TORS SOLELY BECAUSE OF EI THER OF THE FOLLOW NG

(A) THE DEBTOR HAS THE RIGHT OR ABILITY TO DO 1 OR MORE COF
THE FOLLOW NG

02120’ 99 (S-1)



© 00 N O o A WODN P

N NN NNNDNDERRPRPPERERPRERPRP PP
O U0 A W NP O © 0 ~NO b w NP O

HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 101

(i) USE, COW NGLE, OR DI SPOSE OF ALL OR PART OF THE
COLLATERAL, | NCLUDI NG RETURNED OR REPCSSESSED GOCDS.

(ii) COLLECT, COVWPROM SE, ENFORCE, OR OTHERW SE DEAL W TH
COLLATERAL.

(iii) ACCEPT THE RETURN OF COLLATERAL OR MAKE
REPOSSESSI ONS.

(iv) USE, COW NGLE, OR DI SPOSE OF PROCEEDS.

(B) THE SECURED PARTY FAILS TO REQUI RE THE DEBTOR TO ACCOUNT
FOR PROCEEDS OR REPLACE COLLATERAL.

(2) TH' S SECTI ON DOES NOT RELAX THE REQUI REMENTS COF POSSES-
SION I F ATTACHVENT, PERFECTI ON, OR ENFORCEMENT OR A SECURI TY
| NTEREST DEPENDS UPON PCSSESS|I ON OF THE COLLATERAL BY THE SECURED
PARTY.

Sec. 9206. —(1)—Subject—toany statuteordecistron—which

02120’ 99 (S-1)
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(1) A SECURITY INTEREST IN FAVOR OF A SECURI Tl ES | NTERMEDI -
ARY ATTACHES TO A PERSON S SECURI TY ENTI TLEMENT | F THE PERSON
BUYS A FI NANCI AL ASSET THROUGH THE SECURI TI ES | NTERVEDI ARY I N A
TRANSACTI ON I N WHI CH THE PERSON | S OBLI GATED TO PAY THE PURCHASE
PRI CE TO THE SECURI TI ES | NTERVEDI ARY AT THE TI ME OF THE PURCHASE,
AND THE SECURI TI ES | NTERVEDI ARY CREDI TS THE FI NANCI AL ASSET TO
THE BUYER S SECURI TI ES ACCOUNT BEFORE THE BUYER PAYS THE SECURI -
TI ES | NTERMVEDI ARY.

(2) THE SECURI TY | NTEREST DESCRI BED | N SUBSECTI ON (1)
SECURES THE PERSON S OBLI GATI ON TO PAY FOR THE FI NANCI AL ASSET.

(3) A SECURITY INTEREST IN FAVOR OF A PERSON THAT DELI VERS A
CERTI FI CATED SECURI TY OR OTHER FI NANCI AL ASSET REPRESENTED BY A
VRI TI NG ATTACHES TO THE SECURI TY OR OTHER FI NANCI AL ASSET | F BOTH
OF THE FOLLOW NG ARE MET:

(A) THE SECURI TY OR OTHER FI NANCI AL ASSET | N THE ORDI NARY
COURSE OF BUSI NESS | S TRANSFERRED BY DELI VERY W TH ANY NECESSARY
| NDORSEMENT OR ASSI GNVENT, AND | S DELI VERED UNDER AN AGREEMENT
BETWEEN PERSONS | N THE BUSI NESS OF DEALI NG W TH THE SECURI TI ES OR
FI NANCI AL ASSETS.

(B) THE AGREEMENT CALLS FOR DELI VERY AGAI NST PAYMENT.

(4) THE SECURI TY | NTEREST DESCRI BED | N SUBSECTI ON ( 3)
SECURES THE OBLI GATI ON TO MAKE PAYMENT FOR THE DELI VERY.

SUBPART 2. RIGHTS AND DUTI ES

02120’ 99 (S-1)
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(1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTION (4), A
SECURED PARTY SHALL USE REASONABLE CARE I N THE CUSTODY AND PRE-
SERVATI ON OF COLLATERAL I N THE SECURED PARTY' S POSSESSION.  IN
THE CASE OF CHATTEL PAPER OR AN | NSTRUMENT, REASONABLE CARE
I NCLUDES TAKI NG NECESSARY STEPS TO PRESERVE Rl GHTS AGAI NST PRI OR
PARTI ES UNLESS OTHERW SE AGREED.

(2) EXCEPT AS OTHERW SE PROVI DED I N SUBSECTION (4), IF A
SECURED PARTY HAS POSSESSI ON OF COLLATERAL ALL OF THE FOLLOW NG
APPLY:

(A) REASONABLE EXPENSES, | NCLUDI NG THE COST OF | NSURANCE AND
PAYMENT OF TAXES OR OTHER CHARGES, | NCURRED IN THE CUSTODY, PRE-
SERVATI ON, USE, OR OPERATI ON OF THE COLLATERAL ARE CHARGEABLE TO
THE DEBTOR AND ARE SECURED BY THE COLLATERAL.

(B) THE RI SK OF ACCI DENTAL LOSS OR DAMAGE |'S ON THE DEBTOR
TO THE EXTENT OF A DEFI CI ENCY I N ANY EFFECTI VE | NSURANCE
COVERACE.

(© THE SECURED PARTY SHALL KEEP THE COLLATERAL | DENTI -

FI ABLE, BUT FUNG BLE COLLATERAL MAY BE COMM NGLED.

(D) THE SECURED PARTY MAY USE OR OPERATE THE COLLATERAL FOR
THE PURPOSE OF PRESERVI NG THE COLLATERAL OR | TS VALUE, AS PERM T-
TED BY AN ORDER OF A COURT HAVI NG COMPETENT JURI SDI CTI ON; OR
EXCEPT IN THE CASE OF CONSUMER GOODS, |N THE MANNER AND TO THE
EXTENT AGREED BY THE DEBTOR

(3) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTION (4), A
SECURED PARTY HAVI NG POSSESSI ON OF COLLATERAL OR CONTROL OF

02120’ 99 (S-1)
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COLLATERAL UNDER SECTI ON 9104, 9105, 9106, OR 9107 MAY HOLD AS
ADDI TI ONAL SECURI TY ANY PROCEEDS, EXCEPT MONEY OR FUNDS, RECEI VED
FROM THE COLLATERAL, SHALL APPLY MONEY OR FUNDS RECEl VED FROM THE
COLLATERAL TO REDUCE THE SECURED OBLI GATI ON UNLESS REM TTED TO
THE DEBTOR, AND MAY CREATE A SECURI TY | NTEREST I N THE

COLLATERAL.

(4) |F THE SECURED PARTY IS A BUYER OF ACCOUNTS, CHATTEL
PAPER, PAYMENT | NTANG BLES, OR PROM SSCORY NOTES OR A CONSI GNOR,
SUBSECTI ONS (2) AND (3) DO NOT APPLY, AND SUBSECTI ON (1) DOES NOT
APPLY UNLESS THE SECURED PARTY |'S ENTI TLED UNDER AN AGREEMENT TO
CHARGE BACK UNCOLLECTED COLLATERAL OR OTHERW SE TO FULL OR
LI M TED RECOURSE AGAI NST THE DEBTOR OR A SECONDARY OBLI GOR BASED
ON THE NONPAYMENT OR OTHER DEFAULT OF AN ACCOUNT DEBTOR OR OTHER
OBLI GOR ON THE COLLATERAL.

Sec. 9208. —(I)—Adebtor—may stgn—a statement—indicating

02120’ 99 (S-1)
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(1) THI'S SECTI ON APPLIES TO CASES IN WHI CH THERE | S NO OUT-
STANDI NG SECURED OBLI GATI ON AND THE SECURED PARTY |'S NOT COW T-
TED TO MAKE ADVANCES, | NCUR OBLI GATI ONS, OR OTHERW SE 4 VE
VALUE.

(2) WTH' N 10 DAYS AFTER RECEI VI NG AN AUTHENTI CATED DEMAND
BY THE DEBTOR, A SECURED PARTY SHALL DO ALL OF THE FOLLOW NG THAT
APPLY TO THE SECURED PARTY:

(A) A SECURED PARTY HAVI NG CONTROL OF A DEPCSI T ACCOUNT
UNDER SECTI ON 9104(1) (B) SHALL SEND TO THE BANK W TH WHI CH THE
DEPCSI T ACCOUNT |'S MAI NTAI NED AN AUTHENTI CATED STATEMENT THAT

02120’ 99 (S-1)
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RELEASES THE BANK FROM ANY FURTHER OBLI GATI ON TO COWPLY W TH
I NSTRUCTI ONS ORI G NATED BY THE SECURED PARTY.

(B) A SECURED PARTY HAVI NG CONTROL OF A DEPCSI T ACCOUNT
UNDER SECTI ON 9104(1) (C) SHALL PAY THE DEBTOR THE BALANCE ON
DEPCSI T I N THE DEPOSI T ACCOUNT OR TRANSFER THE BALANCE ON DEPCSI T
| NTO A DEPGSI T ACCOUNT | N THE DEBTOR S NAME.

(© A SECURED PARTY, OTHER THAN A BUYER, HAVI NG CONTROL OF
ELECTRONI C CHATTEL PAPER UNDER SECTI ON 9105 SHALL DO ALL OF THE
FOLLOW NG

(i) COVMUNI CATE THE AUTHORI TATI VE COPY OF THE ELECTRONI C
CHATTEL PAPER TO THE DEBTOR OR | TS DESI GNATED CUSTCODI AN.

(i) I'F THE DEBTOR DESI GNATES A CUSTCODI AN THAT IS THE DESI G
NATED CUSTCDI AN W TH VWH CH THE AUTHORI TATI VE COPY OF THE ELEC
TRONI C CHATTEL PAPER IS MAI NTAI NED FOR THE SECURED PARTY, COMMUJ-
NI CATE TO THE CUSTODI AN AN AUTHENTI CATED RECORD RELEASI NG THE
DESI GNATED CUSTODI AN FROM ANY FURTHER OBLI GATI ON TO COVPLY W TH
I NSTRUCTI ONS ORI G NATED BY THE SECURED PARTY AND | NSTRUCTI NG THE
CUSTCDI AN TO COVPLY W TH | NSTRUCTI ONS ORI G NATED BY THE DEBTOR.

(i) TAKE APPROPRI ATE ACTI ON TO ENABLE THE DEBTOR OR I TS
DESI GNATED CUSTODI AN TO MAKE COPI ES OF OR REVI SI ONS TO THE
AUTHORI TATI VE COPY THAT ADD OR CHANGE AN | DENTI FI ED ASSI GNEE OF
THE AUTHORI TATI VE COPY W THOUT THE CONSENT OF THE SECURED PARTY.

(D) A SECURED PARTY HAVI NG CONTROL OF | NVESTMENT PROPERTY
UNDER SECTI ON 8106(4) (B) OR SECTI ON 9106(2) SHALL SEND TO THE
SECURI TI ES | NTERVEDI ARY OR COWMODI TY | NTERVEDI ARY W TH WHI CH THE
SECURI TY ENTI TLEMENT OR COMMCDI TY CONTRACT |'S MAI NTAI NED AN
AUTHENTI CATED RECORD THAT RELEASES THE SECURI TI ES | NTERVEDI ARY OR

02120’ 99 (S-1)
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COWMODI TY | NTERVEDI ARY FROM ANY FURTHER OBLI GATI ON TO COVPLY W TH
ENTI TLEVMENT ORDERS OR DI RECTI ONS ORI G NATED BY THE SECURED
PARTY.

(E) A SECURED PARTY HAVI NG CONTROL OF A LETTER- OF- CREDI T
Rl GHT UNDER SECTI ON 9107 SHALL SEND TO EACH PERSON HAVI NG AN
UNFULFI LLED OBLI GATI ON TO PAY OR DELI VER PROCEEDS OF THE LETTER
OF CREDI T TO THE SECURED PARTY AN AUTHENTI CATED RELEASE FROM ANY
FURTHER OBLI GATI ON TO PAY OR DELI VER PROCEEDS OF THE LETTER OF
CREDI T TO THE SECURED PARTY.

SEC. 9209. (1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON
(3), THI'S SECTI ON APPLIES | F THERE |'S NO OUTSTANDI NG SECURED
OBLI GATI ON AND THE SECURED PARTY |'S NOT COWM TTED TO MAKE
ADVANCES, | NCUR OBLI GATI ONS, OR OTHERW SE G VE VALUE

(2) WTHI N 10 DAYS AFTER RECEI VI NG AN AUTHENTI CATED DEMAND
BY THE DEBTOR, A SECURED PARTY SHALL SEND TO AN ACCOUNT DEBTCR
THAT HAS RECEI VED NOTI FI CATI ON OF AN ASSI GNVENT TO THE SECURED
PARTY AS ASSI GNEE UNDER SECTI ON 9406(1) AN AUTHENTI CATED RECORD
THAT RELEASES THE ACCOUNT DEBTOR FROM ANY FURTHER OBLI GATI ON TO
THE SECURED PARTY.

(3) THI'S SECTI ON DOES NOT APPLY TO AN ASSI GNVENT CONSTI TUT-
I NG THE SALE OF AN ACCOUNT, CHATTEL PAPER, OR PAYMENT | NTANG BLE.

SEC. 9210. (1) AS USED IN THI S SECTI ON:

(A) "REQUEST" MEANS A RECORD OF A TYPE DESCRI BED | N SUBDI VI -
SION (B), (O, OR (D)

(B) "REQUEST FOR AN ACCOUNTI NG' MEANS A RECORD AUTHENTI CATED
BY A DEBTOR REQUESTI NG THAT THE RECI Pl ENT PROVI DE AN ACCOUNTI NG
OF THE UNPAI D OBLI GATI ONS SECURED BY COLLATERAL AND REASONABLY

02120’ 99 (S-1)



© 00 N o O A W N P

N NN NNNDNNNRERRERERRPEPERPRP PP
N~ O 00~ WN P O © 0N O oM WN P O

HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 109
| DENTI FYI NG THE TRANSACTI ON OR RELATI ONSHI P THAT | S THE SUBJECT
OF THE REQUEST.

(C) "REQUEST REGARDI NG A LI ST OF COLLATERAL" MEANS A RECORD
AUTHENT| CATED BY A DEBTOR REQUESTI NG THAT THE RECI Pl ENT APPROVE
OR CORRECT A LI ST OF WHAT THE DEBTOR BELI EVES TO BE THE COLLAT-
ERAL SECURI NG AN OBLI GATI ON AND REASONABLY | DENTI FYI NG THE TRANS-
ACTI ON OR RELATI ONSHI P THAT |'S THE SUBJECT OF THE REQUEST.

(D) "REQUEST REGARDI NG A STATEMENT OF ACCOUNT" MEANS A
RECORD AUTHENTI CATED BY A DEBTOR REQUESTI NG THAT THE RECI Pl ENT
APPROVE OR CORRECT A STATEMENT | NDI CATI NG WHAT THE DEBTOR
BELI EVES TO BE THE AGGREGATE AMOUNT OF UNPAI D OBLI GATI ONS SECURED
BY COLLATERAL AS OF A SPECI FI ED DATE AND REASONABLY | DENTI FYI NG
THE TRANSACTI ON OR RELATI ONSHI P THAT |'S THE SUBJECT OF THE
REQUEST.

(2) SUBJECT TO SUBSECTIONS (3), (4), (5), AND (6), A SECURED
PARTY, OTHER THAN A BUYER OF ACCOUNTS, CHATTEL PAPER, PAYMENT
| NTANG BLES, OR PROM SSORY NOTES OR A CONS|I GNOR, SHALL COVPLY
W TH A REQUEST I N THE FOLLOW NG MANNER W THI N 14 DAYS AFTER THE
RECEI PT OF THE REQUEST:

(A) IN THE CASE OF A REQUEST FOR AN ACCOUNTI NG, BY AUTHENTI -
CATI NG AND SENDI NG TO THE DEBTOR AN ACCOUNTI NG

(B) IN THE CASE OF A REQUEST REGARDI NG A LI ST OF COLLATERAL
OR A REQUEST REGARDI NG A STATEMENT OF ACCOUNT, BY AUTHENTI CATI NG
AND SENDI NG TO THE DEBTOR AN APPROVAL OR CORRECTI ON

(3) A SECURED PARTY THAT CLAIMS A SECURI TY | NTEREST IN ALL
OF A PARTI CULAR TYPE OF COLLATERAL OANED BY THE DEBTOR MAY COWPLY
W TH A REQUEST REGARDI NG A LI ST OF COLLATERAL BY SENDI NG TO THE

02120’ 99 (S-1)
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DEBTOR AN AUTHENTI CATED RECORD | NCLUDI NG A STATEMENT TO THAT
EFFECT WTHI N 14 DAYS AFTER RECEI PT.

(4) A PERSON THAT RECEI VES A REQUEST REGARDI NG A LI ST OF
COLLATERAL, CLAI M5 NO I NTEREST I N THE COLLATERAL WHEN | T RECEI VES
THE REQUEST, AND CLAI MED AN I NTEREST I N THE COLLATERAL AT AN EAR-
LI ER TI ME SHALL COWPLY W TH THE REQUEST W THI N 14 DAYS AFTER
RECEI PT BY SENDI NG TO THE DEBTOR AN AUTHENTI CATED RECORD DI S-

CLAI M NG ANY | NTEREST I N THE COLLATERAL, AND | F KNOWN TO THE
RECI PI ENT, PROVI DI NG THE NAME AND MAI LI NG ADDRESS OF ANY ASSI GNEE
OF OR SUCCESSCOR TO THE RECI PI ENT' S | NTEREST | N THE COLLATERAL.

(5) A PERSON THAT RECEI VES A REQUEST FOR AN ACCOUNTI NG OR A
REQUEST REGARDI NG A STATEMENT OF ACCOUNT, CLAIMS NO | NTEREST I N
THE OBLI GATI ONS WHEN | T RECEI VES THE REQUEST, AND CLAlI MED AN
| NTEREST | N THE OBLI GATI ONS AT AN EARLI ER TI ME SHALL COVPLY W TH
THE REQUEST W THI N 14 DAYS AFTER RECElI PT BY SENDI NG TO THE DEBTOR
AN AUTHENTI CATED RECORD DI SCLAI M NG ANY | NTEREST | N THE OBLI GA-
TIONS, AND | F KNOAWN TO THE RECI PI ENT, PROVI DI NG THE NAVE AND
MAI LI NG ADDRESS OF ANY ASSI GNEE OF OR SUCCESSCR TO THE
RECI PI ENT’ S | NTEREST | N THE OBLI GATI ONS.

(6) A DEBTOR IS ENTI TLED W THOUT CHARGE TO 1 RESPONSE TO A
REQUEST UNDER THI S SECTI ON DURI NG ANY 6- MONTH PERI CD. THE
SECURED PARTY MAY REQUI RE PAYMENT OF A CHARGE NOT EXCEEDI NG
$25. 00 FOR EACH ADDI Tl ONAL RESPONSE.

PART 3
—RHFGHFSOFTHHRDPARTHES, —PERFECTED-ANDUNPERFECTED-SECURITY
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HNTFERESTS—RUEES©S— PERFECT AND PRI ORI TY
SUBPART 1. LAW GOVERNI NG PERFECTI ON AND PRI ORI TY
Sec. 9301. —(1)—Except—asotherwise providedin—subsection
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Ato—wi-thout—knowtedge—of the+i+en— EXCEPT AS OTHERW SE PROVI DED
I N SECTI ONS 9303 THROUGH 9306, THE FOLLOW NG RULES DETERM NE THE

LAW GOVERNI NG PERFECTI ON, THE EFFECT OF PERFECTI ON OR NONPERFEC-
TION, AND THE PRIORITY OF A SECURI TY I NTEREST | N COLLATERAL:

(A) EXCEPT AS OTHERW SE PROVIDED IN THI S SECTI ON, WHI LE A
DEBTOR IS LOCATED IN A JURI SDI CTI ON, THE LOCAL LAW OF THAT JURI S-
DI CTI ON GOVERNS PERFECTI ON, THE EFFECT OF PERFECTI ON OR NONPER-
FECTI ON, AND THE PRIORITY OF A SECURI TY | NTEREST | N COLLATERAL.

(B) WHI LE COLLATERAL IS LOCATED IN A JURI SDI CTI ON, THE LOCAL
LAW OF THAT JURI SDI CTI ON GOVERNS PERFECTI ON, THE EFFECT OF PER-
FECTI ON OR NONPERFECTI ON, AND THE PRIORI TY OF A POSSESSORY SECUR-
| TY I NTEREST I N THAT COLLATERAL.

(© EXCEPT AS OTHERW SE PROVI DED I N SUBDI VI SION (D), WH LE
NEGOTI ABLE DOCUMENTS, GOODS, | NSTRUMENTS, MONEY, OR TANG BLE
CHATTEL PAPER IS LOCATED IN A JURI SDI CTI O\, THE LOCAL LAW OF THAT
JURI SDI CTlI ON GOVERNS PERFECTI ON OF A SECURI TY | NTEREST I N THE
GOCDS BY FI LING A FI XTURE FI LI NG PERFECTI ON OF A SECURI TY
I NTEREST I N TI MBER TO BE CUT, AND THE EFFECT OF PERFECTI ON OR

02120’ 99 (S-1)
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NONPERFECTI ON AND THE PRI ORI TY OF A NONPOSSESSORY SECURI TY
| NTEREST | N THE COLLATERAL.

(D) THE LOCAL LAWCOF THE JURI SDI CTION I N WHI CH THE WELLHEAD
OR M NEHEAD | S LOCATED GOVERNS PERFECTI ON, THE EFFECT OF PERFEC-
TI ON OR NONPERFECTI ON, AND THE PRIORITY OF A SECURI TY | NTEREST I N
AS- EXTRACTED COLLATERAL.

Sec. 9302. —(P—Afinancing statement—rust—bef+tedtoper=
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artiete— WH LE FARM PRODUCTS ARE LOCATED IN A JURI SDI CTI ON, THE
LOCAL LAW OF THAT JURI SDI CTI ON GOVERNS PERFECTI ON, THE EFFECT OF
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PERFECTI ON OR NONPERFECTI ON, AND THE PRI ORI TY OF AN AGRI CULTURAL
LI EN ON THE FARM PRCDUCTS.

Sec. 9303. —(I)—Asecurttyinterest—isperfectedwhenit

(1) TH' S SECTI ON APPLI ES TO GOCDS COVERED BY A CERTI FI CATE
OF TITLE, EVEN I F THERE IS NO OTHER RELATI ONSHI P BETWEEN THE
JURI SDI CTI ON UNDER WHOSE CERTI FI CATE OF TI TLE THE GOODS ARE COV-
ERED AND THE GOODS OR THE DEBTOR

(2) GOODS BECOVE COVERED BY A CERTI FI CATE OF TI TLE WHEN A
VALI D APPLI CATI ON FOR THE CERTI FI CATE OF Tl TLE AND THE APPLI CABLE
FEE ARE DELI VERED TO THE APPROPRI ATE AUTHORI TY. GOODS CEASE TO
BE COVERED BY A CERTI FI CATE OF TI TLE AT THE EARLI ER OF THE TI ME
THE CERTI FI CATE OF Tl TLE CEASES TO BE EFFECTI VE UNDER THE LAW OF
THE | SSUI NG JURI SDI CTI ON OR THE TI ME THE GOODS BECOVE COVERED
SUBSEQUENTLY BY A CERTI FI CATE OF TI TLE | SSUED BY ANOTHER
JURI SDI CTI ON.

(3) THE LOCAL LAW OF THE JURI SDI CTI ON UNDER WHOSE
CERTI FI CATE OF TI TLE THE GOODS ARE COVERED GOVERNS PERFECTI ON,

02120’ 99 (S-1)
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THE EFFECT OF PERFECTI ON OR NONPERFECTI ON, AND THE PRIORITY OF A
SECURI TY | NTEREST I N GOODS COVERED BY A CERTI FI CATE OF TI TLE FROM
THE TI ME THE GOODS BECOME COVERED BY THE CERTI FI CATE OF TI TLE
UNTI L THE GOODS CEASE TO BE COVERED BY THE CERTI FI CATE OF TI TLE.

Sec. 9304. —(I)—Asecurttyinterest—in—chattet—paper—or
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(1) THE LOCAL LAW OF A BANK' S JURI SDI CTI ON GOVERNS PERFEC-
TION, THE EFFECT OF PERFECTI ON OR NONPERFECTI ON, AND THE PRIORI TY
OF A SECURITY I NTEREST IN A DEPCSI T ACCOUNT MAI NTAI NED W TH THAT
BANK.

(2) THE FOLLOW NG RULES DETERM NE A BANK' S JURI SDI CTI ON FOR
PURPOSES OF THI S PART:

02120’ 99 (S-1)
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(A) I F AN AGREEMENT BETWEEN THE BANK AND THE DEBTOR
GOVERNI NG THE DEPCSI T ACCOUNT EXPRESSLY PROVI DES THAT A
PARTI CULAR JURI SDI CTION IS THE BANK' S JURI SDI CTI ON FOR THE PUR-
POSE OF THI S PART, TH S ARTICLE, OR TH S ACT, THAT JURI SDI CTI ON
'S THE BANK' S JURI SDI CTI ON.

(B) I'F SUBDI VI SION (A) DCOES NOT APPLY AND AN AGREEMENT
BETWEEN THE BANK AND | TS CUSTOMER GOVERNI NG THE DEPOSI T ACCOUNT
EXPRESSLY PROVI DES THAT THE AGREEMENT |S GOVERNED BY THE LAW OF A
PARTI CULAR JURI SDI CTI ON, THAT JURI SDI CTION | S THE BANK' S
JURI SDI CTI ON.

(© |IF NEITHER SUBDI VI SION (A) NOR (B) APPLIES AND AN ACREE-
MENT BETWEEN THE BANK AND | TS CUSTOMER GOVERNI NG THE DEPCSI T
ACCOUNT EXPRESSLY PROVI DES THAT THE DEPOSI T ACCOUNT | S MAI NTAI NED
AT AN OFFI CE I N A PARTI CULAR JURI SDI CTI ON, THAT JURI SDI CTION | S
THE BANK' S JURI SDI CTIl ON.

(D) I'F NONE OF THE PRECEDI NG SUBDI VI SI ONS APPLY, THE BANK' S
JURISDICTION | S THE JURI SDI CTI ON I N WHI CH THE OFFI CE | DENTI FI ED
I N AN ACCOUNT STATEMENT AS THE OFFI CE SERVI NG THE CUSTOVER S
ACCOUNT | S LOCATED.

(E) I1'F NONE OF THE PRECEDI NG SUBDI VI SI ONS APPLY, THE BANK' S
JURISDICTION IS THE JURI SDI CTI ON | N VWH CH THE CH EF EXECUTI VE
OFFI CE OF THE BANK | S LOCATED.

Sec. 9305. -A-securityinterest—intetters—of—credit—and

02120’ 99 (S-1)
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12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

(1) EXCEPT AS OTHERW SE PROVI DED I N SUBSECTION (3), THE FOL-
LOWN NG RULES APPLY:

(A) WH LE A SECURI TY CERTI FI CATE | S LOCATED IN A JURI SDI C-
TION, THE LOCAL LAW OF THAT JURI SDI CTI ON GOVERNS PERFECTI ON, THE
EFFECT OF PERFECTI ON OR NONPERFECTI OQN, AND THE PRIOCRITY OF A
SECURI TY | NTEREST I N THE CERTI FI CATED SECURI TY REPRESENTED
THEREBY.

(B) THE LOCAL LAWCOF THE | SSUER' S JURI SDI CTI ON AS SPECI FI ED
I N SECTI ON 8110(4) GOVERNS PERFECTI ON, THE EFFECT OF PERFECTI ON
OR NONPERFECTI ON, AND THE PRIORITY OF A SECURI TY | NTEREST I N AN
UNCERTI FI CATED SECURI TY.

(© THE LOCAL LAW OF THE SECURI TI ES | NTERVMVEDI ARY’ S JURI SDI G-
TION AS SPECI FI ED I N SECTI ON 8110(5) GOVERNS PERFECTI ON, THE
EFFECT OF PERFECTI ON OR NONPERFECTI OQN, AND THE PRIOCRITY OF A
SECURI TY I NTEREST IN A SECURI TY ENTI TLEMENT OR SECURI Tl ES
ACCOUNT.
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(D) THE LOCAL LAW CF THE COVMODI TY | NTERMVEDI ARY’ S
JURI SDI CTI ON GOVERNS PERFECTI ON, THE EFFECT OF PERFECTI ON OR NON\-
PERFECTI ON, AND THE PRIORITY OF A SECURI TY | NTEREST | N A COMMCOD-
I TY CONTRACT OR COVMODI TY ACCOUNT.

(2) THE FOLLOW NG RULES DETERM NE A COWMODI TY | NTERMEDI ARY’ S
JURI SDI CTI ON FOR PURPOSES OF THI S PART:

(A) I F AN AGREEMENT BETWEEN THE COVMODI TY | NTERVEDI ARY AND
COMCDI TY CUSTOMVER GOVERNI NG THE COMMCDI TY ACCOUNT EXPRESSLY PRO-
VI DES THAT A PARTI CULAR JURI SDI CTION IS THE COVWODI TY
| NTERMVEDI ARY’ S JURI SDI CTI ON FOR PURPOSES OF THI S PART, TH S ARTI -
CLE, OR THI S ACT, THAT JURI SDI CTION I S THE COWODI TY
| NTERMVEDI ARY’ S JURI SDI CTI ON.

(B) I'F SUBDI VI SION (A) DCES NOT APPLY AND AN AGREEMENT
BETWEEN THE COVWMODI TY | NTERMVEDI ARY AND COMMCDI TY CUSTOMER GOVERN-
I NG THE COMMCDI TY ACCOUNT EXPRESSLY PROVI DES THAT THE AGREENMENT
'S GOVERNED BY THE LAW OF A PARTI CULAR JURI SDI CTI ON, THAT JURI S-
DICTION IS THE COMCDI TY | NTERMEDI ARY” S JURI SDI CTI ON.

(© |IF NEITHER SUBDI VI SION (A) NOR (B) APPLIES AND AN ACREE-
MENT BETWEEN THE COMMCODI TY | NTERMEDI ARY AND COMMODI TY CUSTOMER
GOVERNI NG THE COVMODI TY ACCOUNT EXPRESSLY PROVI DES THAT THE COM
MODI TY ACCOUNT |'S MAI NTAI NED AT AN OFFI CE IN A PARTI CULAR JURI S-
DI CTI ON, THAT JURI SDICTION | S THE COWODI TY | NTERMVEDI ARY’ S
JURI SDI CTI ON.

(D) I'F NONE OF THE PRECEDI NG SUBDI VI SI ONS APPLY, THE COVMOD-
| TY I NTERMVEDI ARY' S JURI SDI CTION IS THE JURI SDI CTION I N WHI CH THE
OFFI CE | DENTI FI ED I N AN ACCOUNT STATEMENT AS THE OFFI CE SERVI NG
THE COVMODI TY CUSTOVER S ACCOUNT | S LOCATED.
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(E) I1'F NONE OF THE PRECEDI NG SUBDI VI SI ONS APPLY, THE
COMMCDI TY | NTERMEDI ARY’ S JURI SDI CTION IS THE JURI SDI CTION I N
VH CH THE CHI EF EXECUTI VE OFFI CE OF THE COWMODI TY | NTERVEDI ARY | S
LOCATED.

(3) THE LOCAL LAWCOF THE JURI SDICTION IN WHI CH THE DEBTOR | S
LOCATED GOVERNS PERFECTI ON OF A SECURI TY | NTEREST | N | NVESTMENT
PROPERTY BY FI LI NG AUTOVATI C PERFECTI ON OF A SECURI TY | NTEREST
I N I NVESTMENT PROPERTY CREATED BY A BROKER OR SECURI TI ES | NTERME-
DI ARY, AND AUTOVATI C PERFECTI ON OF A SECURITY | NTEREST IN A COM
MODI TY CONTRACT OR COMMODI TY ACCOUNT CREATED BY A COMMODI TY
| NTERMEDI ARY.

Sec. 9306. 8 .
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(1) SUBJECT TO SUBSECTION (3), THE LOCAL LAW OF THE | SSUER S
JURI SDI CTI ON OR A NOM NATED PERSON S JURI SDI CTI ON GOVERNS PERFEC-
TION, THE EFFECT OF PERFECTI ON OR NONPERFECTI ON, AND THE PRIORI TY
OF A SECURITY INTEREST IN A LETTER-OF-CREDIT RIGHT | F THE
| SSUER' S JURI SDI CTI ON OR NOM NATED PERSON' S JURI SDICTION IS A
STATE.

(2) FOR PURPCSES OF THI' S PART, AN I SSUER S JURI SDI CTI ON OR
NOM NATED PERSON S JURI SDI CTION | S THE JURI SDI CTI ON WHOSE LAW
GOVERNS THE LI ABILITY OF THE | SSUER OR NOM NATED PERSON W TH
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RESPECT TO THE LETTER-OF-CREDI T RI GHT AS PROVI DED | N SECTI ON
5116.

(3) THI'S SECTI ON DCES NOT APPLY TO A SECURI TY | NTEREST THAT
| S PERFECTED ONLY UNDER SECTI ON 9308(4) .

Sec. 9307. —(1)—Except—asotherwise provided by subsection
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(1) AS USED IN THI' S SECTI ON, "PLACE OF BUSI NESS' MEANS A

9 PLACE WHERE A DEBTOR CONDUCTS | TS AFFAI RS.

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

(2) EXCEPT AS OTHERW SE PROVIDED IN THI S SECTI ON, THE FCL-
LOW NG RULES DETERM NE A DEBTOR S LOCATI ON:

(A) A DEBTOR WHO I S AN I NDI VI DUAL IS LOCATED AT THE
I NDI VI DUAL” S PRI NCI PAL RESI DENCE.

(B) A DEBTOR THAT IS AN ORGANI ZATI ON AND HAS ONLY 1 PLACE OF
BUSI NESS IS LOCATED AT | TS PLACE OF BUSI NESS.

(©) A DEBTOR THAT I'S AN ORGANI ZATI ON AND HAS MORE THAN 1
PLACE OF BUSI NESS IS LOCATED AT I TS CH EF EXECUTI VE OFFI CE.

(3) SUBSECTION (2) APPLIES ONLY I F A DEBTOR S RESI DENCE,
PLACE OF BUSI NESS, OR CHI EF EXECUTI VE OFFI CE, AS APPLI CABLE, 1S
LOCATED I N A JURI SDI CTI ON WHOSE LAW GENERALLY REQUI RES | NFORVA-
TI ON CONCERNI NG THE EXI STENCE OF A NONPOSSESSORY SECURI TY | NTER-
EST TO BE MADE GENERALLY AVAI LABLE IN A FI LI NG RECORDI NG OR
REGQ STRATI ON SYSTEM AS A CONDI TI ON OR RESULT OF THE SECURI TY
| NTEREST' S OBTAI NI NG PRI ORI TY OVER THE RI GHTS OF A LI EN CREDI TOR
W TH RESPECT TO THE COLLATERAL. | F SUBSECTI ON (2) DOES NOT
APPLY, THE DEBTOR | S LOCATED I N THE DI STRI CT OF COLUMBI A

02120’ 99 (S-1)
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(4) A PERSON THAT CEASES TO EXI ST, HAVE A RESI DENCE, OR HAVE
A PLACE OF BUSI NESS CONTI NUES TO BE LOCATED I N THE JURI SDI CTI ON
SPECI FI ED BY SUBSECTI ONS (2) AND (3).

(5) A REG STERED ORGANI ZATI ON THAT |'S ORGANI ZED UNDER THE
LAW OF A STATE |'S LOCATED | N THAT STATE

(6) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTION (9), A REG S
TERED ORGANI ZATI ON THAT |'S ORGANI ZED UNDER THE LAW OF THE UNI TED
STATES AND A BRANCH OR AGENCY OF A BANK THAT IS NOT ORGANI ZED
UNDER THE LAW OF THE UNI TED STATES OR A STATE ARE LOCATED IN 1 OF
THE FOLLOW NG

(A) IN THE STATE THAT THE LAW OF THE UNI TED STATES DESI G
NATES, |F THE LAW DESI GNATES A STATE OF LOCATI ON

(B) IN THE STATE THAT THE REG STERED ORGANI ZATI ON, BRANCH,
OR AGENCY DESI GNATES, |F THE LAW OF THE UNI TED STATES AUTHORI ZES
THE REG STERED ORGANI ZATI ON, BRANCH, OR AGENCY TO DESI GNATE | TS
STATE OF LOCATI ON.

(C) IN THE DI STRICT OF COLUMBI A, | F NEI THER SUBDI VI SI ON ( A)
NOR (B) APPLIES.

(7) A REG STERED ORGANI ZATI ON CONTI NUES TO BE LOCATED I N THE
JURI SDI CTI ON SPECI FI ED BY SUBSECTI ON (5) OR (6) NOTW THSTANDI NG
THE OCCURRENCE OF 1 OF THE FOLLOW NG

(A) THE SUSPENSI ON, REVOCATI ON, FORFEI TURE, OR LAPSE OF THE
REG STERED ORGANI ZATI ON' S STATUS AS SUCH IN | TS JURI SDI CTI ON OF
ORGANI ZATI ON.

(B) THE DI SSOLUTI ON, W NDI NG UP, OR CANCELLATI ON OF THE
EXI STENCE OF THE REG STERED ORGANI ZATI ON

02120’ 99 (S-1)
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(8) THE UNI TED STATES IS LOCATED I N THE DI STRI CT OF
COLUMBI A

(9) A BRANCH OR AGENCY OF A BANK THAT IS NOT ORGANI ZED UNDER
THE LAW OF THE UNI TED STATES OR A STATE | S LOCATED I N THE STATE
IN VH CH THE BRANCH OR AGENCY | S LI CENSED, |F ALL BRANCHES AND
AGENCI ES OF THE BANK ARE LI CENSED I N ONLY 1 STATE.

(10) A FOREIGN AIR CARRIER | S LOCATED AT THE DESI GNATED
OFFI CE OF THE AGENT UPON WHI CH SERVI CE OF PROCESS MAY BE MADE ON
BEHALF OF THE CARRI ER UNDER SECTI ON 46103 OF TI TLE 49 OF THE
UNI TED STATES CODE, 49 U.S.C. 46103.

(11) THI'S SECTI ON APPLI ES ONLY FOR PURPCSES OF THI S PART.

SUBPART 2. PERFECTI ON

(1) EXCEPT AS OTHERW SE PROVIDED I N THI S SECTI ON AND SECTI ON
9309, A SECURITY | NTEREST | S PERFECTED | F I T HAS ATTACHED AND ALL
OF THE APPLI CABLE REQUI REMENTS FOR PERFECTI ON I N SECTI ONS 9310

02120’ 99 (S-1)
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THROUGH 9316 HAVE BEEN SATI SFI ED. A SECURITY I NTEREST | S
PERFECTED WHEN | T ATTACHES | F THE APPLI CABLE REQUI REMENTS ARE
SATI SFI ED BEFORE THE SECURI TY | NTEREST ATTACHES.

(2) AN AGRICULTURAL LIEN I'S PERFECTED I F I T HAS BECOVE
EFFECTI VE AND ALL OF THE APPLI CABLE REQUI REMENTS FOR PERFECTI ON
I N SECTI ON 9310 HAVE BEEN SATI SFI ED. AN AGRI CULTURAL LIEN IS
PERFECTED WHEN | T BECOVES EFFECTI VE | F THE APPL| CABLE REQUI RE-
MENTS ARE SATI SFI ED BEFORE THE AGRI CULTURAL LI EN BECQOVES
EFFECTI VE.

(3) A SECURITY I NTEREST OR AGRI CULTURAL LIEN I S PERFECTED
CONTI NUOQUSLY ITF I'T IS ORIGA NALLY PERFECTED BY 1 METHOD UNDER THI S
ARTI CLE AND | S LATER PERFECTED BY ANOTHER METHOD UNDER THI S ARTI -
CLE, W THOUT AN | NTERMEDI ATE PERI GD WHEN | T WAS UNPERFECTED.

(4) PERFECTION OF A SECURITY | NTEREST I N COLLATERAL ALSO
PERFECTS A SECURI TY I NTEREST I N A SUPPORTI NG OBLI GATI ON FOR THE
COLLATERAL.

(5) PERFECTION OF A SECURITY I NTEREST IN A RIGHT TO PAYMENT
OR PERFORMANCE ALSO PERFECTS A SECURI TY I NTEREST IN A SECURI TY
| NTEREST, MORTGACE, OR OTHER LI EN ON PERSONAL OR REAL PROPERTY
SECURI NG THE RI GHT.

(6) PERFECTION OF A SECURITY | NTEREST I N A SECURI TI ES
ACCOUNT ALSO PERFECTS A SECURI TY | NTEREST I N THE SECURI TY ENTI -
TLEMENTS CARRI ED I'N THE SECURI TI ES ACCOUNT.

(7) PERFECTION OF A SECURITY I NTEREST IN A COMMODI TY ACCOUNT
ALSO PERFECTS A SECURI TY | NTEREST I N THE COWMODI TY CONTRACTS CAR-
RIED I N THE COVWODI TY ACCOUNT.
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Sec. 9309. —Nethingtnthis—artietetHmtstherights—of—=a

to—such—hotders—or—purchasers— EACH OF THE FOLLON NG SECURI TY
| NTERESTS | S PERFECTED WHEN | T ATTACHES:

(A) A PURCHASE- MONEY SECURI TY | NTEREST | N CONSUMER GOODS
EXCEPT AS OTHERW SE PROVI DED | N SECTI ON 9311(2) W TH RESPECT TO
CONSUMER GOODS THAT ARE SUBJECT TO A STATUTE OR TREATY DESCRI BED
I N SECTI ON 9311(1).

(B) AN ASSI GNVENT OF ACCOUNTS OR PAYMENT | NTANG BLES WHI CH
DOES NOT BY | TSELF OR | N CONJUNCTI ON W TH OTHER ASSI GNMENTS TO
THE SAME ASSI GNEE TRANSFER A SI GNI FI CANT PART OF THE ASSI GNOR S
OUTSTANDI NG ACCOUNTS OR PAYMENT | NTANG BLES.

(C) A SALE OF A PAYMENT | NTANG BLE.

(D) A SALE OF A PROM SSORY NOTE.

(E) A SECURI TY | NTEREST CREATED BY THE ASSI GNVENT OF A
HEALTH- CARE- | NSURANCE RECEI VABLE TO THE PROVI DER OF THE
HEALTH CARE GOODS OR SERVI CES.

(F) A SECURI TY | NTEREST ARl SI NG UNDER SECTI ON 2401, 2505,
2711(3), OR 2A508(5), UNTIL THE DEBTOR OBTAI NS POSSESSI ON OF THE
COLLATERAL.

(G A SECURI TY | NTEREST OF A COLLECTI NG BANK ARI SI NG UNDER
SECTI ON 4210.
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(H A SECURITY | NTEREST OF AN | SSUER OR NOM NATED PERSON
ARI SI NG UNDER SECTI ON 5118.

(1) A SECURITY I NTEREST ARI SING I N THE DELI VERY OF A FI NAN-
Cl AL ASSET UNDER SECTI ON 9206( 3) .

(J) A SECURITY I NTEREST | N | NVESTMENT PROPERTY CREATED BY A
BROKER OR SECURI Tl ES | NTERVEDI ARY.

(K) A SECURITY INTEREST IN A COVWMODI TY CONTRACT OR A COWOD-
| TY ACCOUNT CREATED BY A COMMODI TY | NTERMEDI ARY.

(1) AN ASSI GNMENT FOR THE BENEFI T OF ALL CREDI TORS OF THE
TRANSFEROR AND SUBSEQUENT TRANSFERS BY THE ASSI GNEE THEREUNDER.

(M A SECURITY | NTEREST CREATED BY AN ASSI GNVENT OF A BENE-
FI CI AL | NTEREST I N A DECEDENT’' S ESTATE.

Sec. 9310. —Wren—a person—in—theordinary courseofhts

(1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (2) AND SEC-
TION 9312(2), A FI NANCI NG STATEMENT MUST BE FI LED TO PERFECT ALL
SECURI TY | NTERESTS AND AGRI CULTURAL LI ENS.

(2) THE FILING OF A FI NANCI NG STATEMENT |'S NOT NECESSARY TO
PERFECT 1 OR MORE OF THE FOLLOW NG

(A) A SECURI TY | NTEREST THAT |'S PERFECTED UNDER SECTI ON
9308(4), (5), (6), OR (7).
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(B) A SECURI TY | NTEREST THAT |'S PERFECTED UNDER SECTI ON 9309
WHEN | T ATTACHES.

(C) A SECURI TY | NTEREST | N PROPERTY SUBJECT TO A STATUTE
REGULATI ON, OR TREATY DESCRI BED | N SECTI ON 9311(1).

(D) A SECURI TY | NTEREST I N GOODS | N POSSESSI ON OF A BAI LEE
THAT |'S PERFECTED UNDER SECTI ON 9312(4) (A) OR (B)

(E) A SECURI TY | NTEREST | N CERTI FI CATED SECURI TI ES, DOCU-
MENTS, GOODS, OR | NSTRUMENTS THAT |'S PERFECTED W THOUT FI LI NG OR
POSSESSI ON UNDER SECTI ON 9312(5), (6), OR (7).

(F) A SECURI TY | NTEREST | N COLLATERAL | N THE SECURED PARTY’ S
POSSESSI ON UNDER SECTI ON 9313.

(G A SECURITY | NTEREST IN A CERTI FI CATED SECURI TY THAT IS
PERFECTED BY DELI VERY OF THE SECURI TY CERTI FI CATE TO THE SECURED
PARTY UNDER SECTI ON 9313.

(H A SECURI TY | NTEREST | N DEPOSI T ACCOUNTS, ELECTRONIC
CHATTEL PAPER, | NVESTMENT PROPERTY, OR LETTER- OF- CREDI T RI GHTS
THAT |'S PERFECTED BY CONTROL UNDER SECTI ON 9314

(1) A SECURI TY | NTEREST | N PROCEEDS THAT |'S PERFECTED UNDER
SECTI ON 9315.

(J) A SECURI TY | NTEREST THAT IS PERFECTED UNDER SECTI ON
9316.

(3) |F A SECURED PARTY ASSI GNS A PERFECTED SECURI TY | NTEREST
OR AGRI CULTURAL LIEN, A FILING UNDER THI S ARTI CLE |'S NOT REQUI RED
TO CONTI NUE THE PERFECTED STATUS OF THE SECURI TY | NTEREST AGAI NST
CREDI TORS OF AND TRANSFEREES FROM THE ORI G NAL DEBTOR

Sec. 9311. —Thedebtor s —rights—in—colttateral—rmay be
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(1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTION (4), THE
FI LI NG OF A FI NANCI NG STATEMENT | S NOT' NECESSARY OR EFFECTI VE TO
PERFECT A SECURI TY | NTEREST | N PROPERTY SUBJECT TO 1 OR MORE OF
THE FOLLOW NG
(A) A STATUTE, REGULATION, OR TREATY OF THE UNI TED STATES
VWHOSE REQUI REMENTS FOR A SECURI TY | NTEREST' S OBTAI NI NG PRI ORI TY
OVER THE RIGHTS OF A LI EN CREDI TOR W TH RESPECT TO THE PROPERTY
PREEMPT SECTI ON 9310(1).

(B) THE FOLLOW NG STATUTES OF THI S STATE:

(i) CHAPTER Il OF THE M CH GAN VEHI CLE CODE, 1949 PA 300,
MCL 257.201 TO 257. 259.

(i) PART 803 OF THE NATURAL RESOURCES AND ENVI RONMVENTAL
PROTECTI ON ACT, 1994 PA 451, MCL 324. 80301 TO 324.80322.

(i) PART 811 OF THE NATURAL RESOURCES AND ENVI RONVENTAL
PROTECTI ON ACT, 1994 PA 451, MCL 324. 81101 TO 324. 81150.

(iv) SECTIONS 30 THROUGH 30H OF THE MOBI LE HOVE COWM SSI ON
ACT, 1987 PA 96, MCL 125.2330 TO 125. 2330H.

(© A CERTI FI CATE- OF- TI TLE STATUTE OF ANOTHER JURI SDI CTI ON
VH CH PROVI DES FOR A SECURI TY | NTEREST TO BE | NDI CATED ON THE
CERTI FI CATE AS A CONDI TI ON OR RESULT OF THE SECURI TY | NTEREST' S
OBTAINING PRIORI TY OVER THE RI GHTS OF A LI EN CREDI TOR W TH
RESPECT TO THE PROPERTY.

02120’ 99 (S-1)
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(2) COVPLI ANCE W TH THE REQUI REMENTS OF A STATUTE,

REGULATI ON, OR TREATY DESCRI BED | N SUBSECTI ON (1) FOR OBTAI NI NG
PRIORI TY OVER THE RIGHTS OF A LI EN CREDI TOR I S EQUI VALENT TO THE
FI LI NG OF A FI NANCI NG STATEMENT UNDER THI S ARTI CLE. EXCEPT AS
OTHERW SE PROVI DED | N SUBSECTI ON (4) AND SECTI ONS 9313 AND
9316(4) AND (5) FOR GOODS COVERED BY A CERTI FI CATE OF TI TLE, A
SECURI TY | NTEREST I N PROPERTY SUBJECT TO A STATUTE, REGULATI ON,
OR TREATY DESCRI BED | N SUBSECTI ON (1) MAY BE PERFECTED ONLY BY
COVPLI ANCE W TH THOSE REQUI REMENTS, AND A SECURI TY | NTEREST SO
PERFECTED REMAI NS PERFECTED NOTW THSTANDI NG A CHANGE I N THE USE
OR TRANSFER OF POSSESSI ON OF THE COLLATERAL.

(3) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (4) AND SEC
TION 9316(4) AND (5), DURATI ON AND RENEWAL OF PERFECTI ON OF A
SECURI TY | NTEREST PERFECTED BY COMPLI ANCE W TH THE REQUI REMENTS
PRESCRI BED BY A STATUTE, REGULATI ON, OR TREATY DESCRI BED | N SUB-
SECTI ON (1) ARE GOVERNED BY THE STATUTE, REGULATI ON, OR TREATY.

I N OTHER RESPECTS, THE SECURI TY | NTEREST IS SUBJECT TO THI S
ARTI CLE.

(4) DURI NG ANY PERIOD I N WHI CH COLLATERAL SUBJECT TO A STAT-
UTE SPECI FI ED I N SUBSECTI ON (1) (B) I'S I NVENTORY HELD FOR SALE OR
LEASE BY A PERSON OR LEASED BY THAT PERSON AS LESSOR AND THAT
PERSON IS I N THE BUSI NESS OF SELLI NG GOODS OF THAT KIND, THI S
SECTI ON DOES NOT APPLY TO A SECURITY | NTEREST I N THAT COLLATERAL
CREATED BY THAT PERSON.

Sec. 9312. —(1)—Ther+rules—of prirority statedinother—sec—

02120’ 99 (S-1)
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(1) A SECURITY I NTEREST I N CHATTEL PAPER,
MENTS, | NSTRUMENTS, OR | NVESTMENT PROPERTY MAY
FI LI NG

02120’ 99 (S-1)
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(2) EXCEPT AS OTHERW SE PROVI DED | N SECTI ON 9315(3) AND ( 4)
FOR PROCEEDS, A SECURI TY | NTEREST IN A DEPCSI T ACCOUNT, A
LETTER- OF- CREDI T RI GHT, OR MONEY MAY BE PERFECTED ONLY AS
FOLLOWS:

(A) A SECURI TY | NTEREST IN A DEPOSI T ACCOUNT MAY BE PERFEC-
TED ONLY BY CONTROL UNDER SECTI ON 9314.

(B) EXCEPT AS OTHERW SE PROVI DED | N SECTI ON 9308(4), A
SECURI TY | NTEREST IN A LETTER- OF- CREDI T RI GHT MAY BE PERFECTED
ONLY BY CONTROL UNDER SECTI ON 9314.

(© A SECURITY I NTEREST I N MONEY MAY BE PERFECTED ONLY BY
THE SECURED PARTY’ S TAKI NG POSSESSI ON UNDER SECTI ON 9313.

(3) WH LE GOODS ARE | N THE POSSESSI ON OF A BAI LEE THAT HAS
| SSUED A NEGOTI ABLE DOCUVMENT COVERI NG THE GOODS, A SECURITY
I NTEREST | N THE GOODS MAY BE PERFECTED BY PERFECTI NG A SECURI TY
| NTEREST | N THE DOCUMENT, AND A SECURI TY | NTEREST PERFECTED | N

THE DOCUMENT HAS PRI ORI TY OVER ANY SECURI TY | NTEREST THAT BECOVES

PERFECTED I N THE GOCDS BY ANOTHER METHOD DURI NG THAT TI VE.

(4) WH LE GOODS ARE | N THE POSSESSI ON OF A BAI LEE THAT HAS
| SSUED A NONNEGOTI ABLE DOCUMENT COVERI NG THE GOCDS, A SECURI TY
I NTEREST | N THE GOODS MAY BE PERFECTED BY 1 OR MORE OF THE
FOLLOW NG

(A) |1 SSUANCE OF A DOCUMENT I N THE NAME OF THE SECURED
PARTY.

(B) THE BAI LEE S RECEI PT OF NOTI FI CATI ON OF THE SECURED
PARTY" S | NTEREST.

(© FILING AS TO THE GOODS.

02120’ 99 (S-1)
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(5) A SECURITY I NTEREST I N CERTI FI CATED SECURI TI ES,
NEGOTI ABLE DOCUMENTS, OR | NSTRUVENTS |'S PERFECTED W THOUT FI LI NG
OR THE TAKI NG OF POSSESSI ON FOR A PERI OD OF 20 DAYS FROM THE TI ME
| T ATTACHES TO THE EXTENT THAT I T ARI SES FOR NEW VALUE G VEN
UNDER AN AUTHENTI CATED SECURI TY AGREEMENT.

(6) A PERFECTED SECURI TY | NTEREST I N A NEGOTI ABLE DOCUVMENT
OR GOODS I N POCSSESSI ON OF A BAI LEE, OTHER THAN ONE THAT HAS
| SSUED A NEGOTI ABLE DOCUMENT FOR THE GOODS, REMAI NS PERFECTED FOR
20 DAYS W THOQUT FI LI NG | F THE SECURED PARTY MAKES AVAI LABLE TO
THE DEBTOR THE GOODS OR DOCUMENTS REPRESENTI NG THE GOODS FOR THE
PURPOSE OF ULTI MATE SALE OR EXCHANGE, OR FOR THE PURPOSE OF LOAD-
I NG, UNLOADI NG, STORI NG, SHI PPI NG TRANSSHI PPI NG, MANUFACTURI NG,
PROCESSI NG, OR OTHERW SE DEALI NG WTH THEM I N A MANNER PRELI M -
NARY TO THEI R SALE OR EXCHANGE:

(7) A PERFECTED SECURI TY | NTEREST I N A CERTI FI CATED SECURI TY
OR | NSTRUMENT RENMAI NS PERFECTED FOR 20 DAYS W THOUT FILING | F THE
SECURED PARTY DELI VERS THE SECURI TY CERTI FI CATE OR | NSTRUMENT TO
THE DEBTOR FOR THE PURPOSE OF ULTI MATE SALE OR EXCHANGE OR FOR
THE PURPOSE OF PRESENTATI ON, COLLECTI ON, ENFORCEMENT, RENEWAL, OR
REGQ STRATI ON OF TRANSFER.

(8) AFTER THE 20- DAY PERI OD SPECI FI ED I N SUBSECTI ON (5),
(6), OR (7) EXPIRES, PERFECTI ON DEPENDS UPON COWVPLI ANCE W TH THI' S
ARTI CLE.

Sec. 9313. —(b—itnthis—secttonandi+ntheprovistons—of
E b ol : : ‘i SEE. I I

02120’ 99 (S-1)
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(1) EXCEPT AS OTHERW SE PROVI DED I N SUBSECTION (2), A
SECURED PARTY NMAY PERFECT A SECURITY | NTEREST | N NEGOTI ABLE DOCU-
MENTS, GOODS, | NSTRUVENTS, MONEY, OR TANG BLE CHATTEL PAPER BY
TAKI NG POSSESSI ON OF THE COLLATERAL. A SECURED PARTY MAY PERFECT

02120’ 99 (S-1)
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A SECURI TY | NTEREST | N CERTI FI CATED SECURI TI ES BY TAKI NG DELI VERY
OF THE CERTI FI CATED SECURI TI ES UNDER SECTI ON 8301.

(2) WTH RESPECT TO GOODS COVERED BY A CERTI FI CATE OF Tl TLE
| SSUED BY THI S STATE, A SECURED PARTY MAY PERFECT A SECURI TY
I NTEREST | N THE GOODS BY TAKI NG POSSESSI ON OF THE GOODS ONLY I'N
THE Cl RCUMSTANCES DESCRI BED | N SECTI ON 9316( 5) .

(3) WTH RESPECT TO COLLATERAL OTHER THAN CERTI FI CATED
SECURI TI ES AND GOCDS COVERED BY A DOCUMENT, A SECURED PARTY TAKES
POSSESSI ON OF COLLATERAL | N THE POSSESSI ON OF A PERSON OTHER THAN
THE DEBTOR, THE SECURED PARTY, OR A LESSEE OF THE COLLATERAL FROM
THE DEBTOR | N THE ORDI NARY COURSE OF THE DEBTOR S BUSI NESS, WHEN
THE PERSON | N POSSESSI ON AUTHENTI CATES A RECORD ACKNOW.EDGQ NG
THAT | T HOLDS POSSESSI ON OF THE COLLATERAL FOR THE SECURED
PARTY' S BENEFI T, OR THE PERSON TAKES POSSESSI ON OF THE COLLATERAL
AFTER HAVI NG AUTHENTI CATED A RECORD ACKNOALEDGE NG THAT | T WLL
HOLD POSSESSI ON OF COLLATERAL FOR THE SECURED PARTY’ S BENEFI T.

(4) I'F THE PERFECTI ON OF A SECURI TY | NTEREST DEPENDS UPON
POSSESSI ON OF THE COLLATERAL BY A SECURED PARTY, PERFECTI ON
OCCURS NO EARLI ER THAN THE TI ME THE SECURED PARTY TAKES POSSES-

SI ON AND CONTI NUES ONLY WH LE THE SECURED PARTY RETAI NS
POSSESSI ON.

(5) A SECURITY INTEREST IN A CERTI FI CATED SECURI TY I N REG S-
TERED FORM | S PERFECTED BY DELI VERY WHEN DELI VERY OF THE CERTI FI -
CATED SECURI TY OCCURS UNDER SECTI ON 8301 AND RENMAI NS PERFECTED BY
DELI VERY UNTI L THE DEBTOR OBTAI NS POSSESSI ON OF THE SECURI TY
CERTI FI CATE.

02120’ 99 (S-1)
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(6) A PERSON I N POSSESSI ON OF COLLATERAL IS NOT REQUI RED TO
ACKNONLEDGE THAT I'T HOLDS PCSSESSI ON FOR A SECURED PARTY' S
BENEFI T.

(7) I'F A PERSON ACKNOALEDGES THAT I T HOLDS POSSESSI ON FOR
THE SECURED PARTY’' S BENEFI T, THE ACKNOW.EDGVENT | S EFFECTI VE
UNDER SUBSECTI ON (3) OR SECTION 8301(1), EVEN | F THE ACKNONLEDG
MENT VI OLATES THE RI GHTS OF A DEBTOR, AND UNLESS THE PERSON OTH-
ERW SE AGREES OR LAW OTHER THAN THI' S ARTI CLE OTHERW SE PROVI DES,
THE PERSON DOES NOT OAE ANY DUTY TO THE SECURED PARTY AND | S NOT
REQUI RED TO CONFI RM THE ACKNOALEDGVENT TO ANOTHER PERSON.

(8) A SECURED PARTY HAVI NG POSSESSI ON OF COLLATERAL DOES NOT
RELI NQUI SH POSSESSI ON BY DELI VERI NG THE COLLATERAL TO A PERSON
OTHER THAN THE DEBTOR OR A LESSEE OF THE COLLATERAL FROM THE
DEBTOR I N THE ORDI NARY COURSE OF THE DEBTOR S BUSI NESS | F THE
PERSON WAS | NSTRUCTED BEFORE THE DELI VERY OR | S | NSTRUCTED CON-
TEMPORANEQUSLY W TH THE DELI VERY TO HOLD POSSESSI ON OF THE COL-
LATERAL FOR THE SECURED PARTY’ S BENEFI T, OR TO REDELI VER THE COL-
LATERAL TO THE SECURED PARTY.

(9) A SECURED PARTY DCES NOT RELI NQUI SH POSSESSI ON, EVEN | F
A DELI VERY UNDER SUBSECTI ON (8) VI OLATES THE RI GATS OF A DEBTCOR
A PERSON TO WHI CH COLLATERAL | S DELI VERED UNDER SUBSECTI ON ( 8)
DCES NOT' OVE ANY DUTY TO THE SECURED PARTY AND |'S NOT REQUI RED TO
CONFI RM THE DELI VERY TO ANOTHER PERSON UNLESS THE PERSON OTHER-
W SE AGREES OR LAW OTHER THAN THI S ARTI CLE OTHERW SE PROVI DES.

Sec. 9314. —(1P—A—securitytnterest—i+ngoods—which—attaches

02120’ 99 (S-1)
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11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

(1) A SECURITY I NTEREST I N | NVESTMENT PROPERTY, DEPOCSIT
ACCOUNTS, LETTER-OF-CREDIT RI GHTS, OR ELECTRONI C CHATTEL PAPER
MAY BE PERFECTED BY CONTROL OF THE COLLATERAL UNDER SECTI ON 9104,
9105, 9106, OR 9107.

(2) A SECURITY I NTEREST I N DEPCSI T ACCOUNTS, ELECTRONIC
CHATTEL PAPER, OR LETTER-OF-CREDI T RI GHTS | S PERFECTED BY CONTROL
UNDER SECTI ON 9104, 9105, OR 9107 WHEN THE SECURED PARTY OBTAI NS
CONTROL AND REMAI NS PERFECTED BY CONTROL ONLY VWHI LE THE SECURED
PARTY RETAI NS CONTRCL.

(3) A SECURITY I NTEREST I N | NVESTMENT PROPERTY | S PERFECTED
BY CONTRCOL UNDER SECTI ON 9106 FROM THE TI ME THE SECURED PARTY
OBTAI NS CONTROL AND REMAI NS PERFECTED BY CONTROL UNTIL BOTH OF
THE FOLLOW NG OCCUR:

(A) THE SECURED PARTY DOES NOT HAVE CONTROL.

(B) ONE OF THE FOLLOW NG OCCURS:

(i) I'F THE COLLATERAL IS A CERTI FI CATED SECURI TY, THE DEBTOR
HAS OR ACQUI RES PCSSESSI ON OF THE SECURI TY CERTI FI CATE.

02120’ 99 (S-1)
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(i) I'F THE COLLATERAL | S AN UNCERTI FI CATED SECURI TY, THE
| SSUER HAS REQ STERED OR REG STERS THE DEBTOR AS THE REG STERED
OM\NER.

(iii) I'F THE COLLATERAL | S A SECURI TY ENTI TLEMENT, THE
DEBTOR | S OR BECOVES THE ENTI TLEMENT HOLDER.

Sec. 9315. —(1—t+f—asecurttyinterest—ingoods—was perfec=
processed—or—assenbled-

(1) EXCEPT AS OTHERW SE PROVIDED IN THI S ARTI CLE AND I N SEC
TI ON 2403(2), BOTH OF THE FOLLOW NG APPLY:

(A) A SECURITY I NTEREST OR AGRI CULTURAL LI EN CONTI NUES I N
COLLATERAL NOTW THSTANDI NG SALE, LEASE, LICENSE, EXCHANGE, OR

02120’ 99 (S-1)
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OTHER DI SPOSI TI ON THEREOF UNLESS THE SECURED PARTY AUTHORI ZED THE
DI SPOSI TI ON FREE OF THE SECURI TY | NTEREST OR AGRI CULTURAL LI EN.

(B) A SECURITY | NTEREST ATTACHES TO ANY | DENTI FI ABLE PRO-
CEEDS OF COLLATERAL.

(2) PROCEEDS THAT ARE COVM NGLED W TH OTHER PROPERTY ARE
| DENTI FI ABLE PROCEEDS TO 1 OF THE FOLLOW NG EXTENTS:

(A) | F THE PROCEEDS ARE GOODS, TO THE EXTENT PROVI DED BY
SECTI ON 9336.

(B) I'F THE PROCEEDS ARE NOT GOCDS, TO THE EXTENT THAT THE
SECURED PARTY | DENTI FI ES THE PROCEEDS BY A METHOD OF TRACI NG
I NCLUDI NG APPLI CATI ON OF EQUI TABLE PRI NCI PLES, THAT IS PERM TTED
UNDER LAW OTHER THAN THI' S ARTI CLE W TH RESPECT TO COMM NGLED
PROPERTY OF THE TYPE | NVOLVED.

(3) A SECURITY INTEREST I N PROCEEDS | S A PERFECTED SECURI TY
I NTEREST | F THE SECURI TY | NTEREST I N THE ORI G NAL COLLATERAL WAS
PERFECTED.

(4) A PERFECTED SECURI TY | NTEREST I N PROCEEDS BECOVES UNPER-
FECTED ON THE TVENTY- FI RST DAY AFTER THE SECURI TY | NTEREST
ATTACHES TO THE PROCEEDS UNLESS 1 OF THE FOLLON NG | S MET:

(A) ALL OF THE FOLLOW NG CONDI TI ONS ARE SATI SFI ED:

(i) A FILED FI NANCI NG STATEMENT COVERS THE ORI G NAL
COLLATERAL.

(i) THE PROCEEDS ARE COLLATERAL IN VWHI CH A SECURI TY | NTER-
EST MAY BE PERFECTED BY FILING IN THE OFFI CE | N WHI CH THE FI NANC-
I NG STATEMENT HAS BEEN FI LED.

(i) THE PROCEEDS ARE NOT ACQUI RED W TH CASH PROCEEDS.

02120’ 99 (S-1)
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(B) THE PROCEEDS ARE | DENTI FI ABLE CASH PROCEEDS.

(© THE SECURI TY | NTEREST I N THE PROCEEDS | S PERFECTED OTHER
THAN UNDER SUBSECTI ON (3) WHEN THE SECURI TY | NTEREST ATTACHES TO
THE PROCEEDS OR WTHI N 20 DAYS THEREAFTER.

(5) I'F A FILED FI NANCI NG STATEMENT COVERS THE ORI G NAL COL-
LATERAL, A SECURI TY I NTEREST | N PROCEEDS VWH CH REMAI NS PERFECTED
UNDER SUBSECTI ON (4) (A) BECOVES UNPERFECTED AT THE LATER OF WHEN
THE EFFECTI VENESS OF THE FI LED FI NANCI NG STATEMENT LAPSES UNDER
SECTI ON 9515 OR IS TERM NATED UNDER SECTI ON 9513, OR THE
TVWENTY- FI RST DAY AFTER THE SECURI TY | NTEREST ATTACHES TO THE
PROCEEDS.

Sec. 9316. —Nethingi+nthis—artiecte prevents—subordination

(1) A SECURITY | NTEREST PERFECTED PURSUANT TO THE LAW OF THE
JURI SDI CTI ON DESI GNATED | N SECTI ON 9301(A) OR 9305(3) REMAINS
PERFECTED UNTI L THE EARLI EST OF THE FOLLOW NG

(A) THE TI ME PERFECTI ON WOULD HAVE CEASED UNDER THE LAW OF
THAT JURI SDI CTI ON.

(B) THE EXPI RATI ON OF 4 MONTHS AFTER A CHANGE OF THE
DEBTOR' S LOCATI ON TO ANOTHER JURI SDI CTI ON.

(© THE EXPI RATION OF 1 YEAR AFTER A TRANSFER OF COLLATERAL
TO A PERSON THAT THEREBY BECOVES A DEBTOR AND | S LOCATED I N
ANOTHER JURI SDI CTI ON.

(2) I'F A SECURITY | NTEREST DESCRI BED | N SUBSECTI ON (1)
BECOVES PERFECTED UNDER THE LAW OF THE OTHER JURI SDI CTI ON BEFORE
THE EARLI EST TI ME OR EVENT DESCRI BED | N THAT SUBSECTION, |IT
REMAI NS PERFECTED THEREAFTER. | F THE SECURI TY | NTEREST DOES NOT

02120’ 99 (S-1)
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BECOMVE PERFECTED UNDER THE LAW OF THE OTHER JURI SDI CTI ON BEFORE
THE EARLI EST TI ME OR EVENT, | T BECOVES UNPERFECTED AND | S DEEMED
NEVER TO HAVE BEEN PERFECTED AS AGAI NST A PURCHASER OF THE COL-
LATERAL FOR VALUE.

(3) A POSSESSORY SECURITY | NTEREST I N COLLATERAL, OTHER THAN
GOCDS COVERED BY A CERTI FI CATE OF TI TLE AND AS- EXTRACTED COLLAT-
ERAL CONSI STI NG OF GOCDS, REMAI NS CONTI NUCUSLY PERFECTED | F ALL
OF THE FOLLOW NG ARE MET:

(A) THE COLLATERAL IS LOCATED IN 1 JURI SDI CTI ON AND SUBJECT
TO A SECURI TY | NTEREST PERFECTED UNDER THE LAW OF THAT
JURI SDI CTI ON.

(B) THEREAFTER, THE COLLATERAL IS BROUGHT | NTO ANOTHER
JURI SDI CTI ON.

(©) UPON ENTRY OF THE COLLATERAL | NTO THE OTHER JURI SDI G-
TION, THE SECURI TY | NTEREST IS PERFECTED UNDER THE LAW OF THE
OTHER JURI SDI CTI ON.

(4) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (5), A SECUR-
| TY I NTEREST I N GOODS COVERED BY A CERTI FI CATE OF TI TLE THAT IS
PERFECTED BY ANY METHOD UNDER THE LAW OF ANOTHER JURI SDI CTI ON
VWHEN THE GOODS BECOVE COVERED BY A CERTI FI CATE OF Tl TLE FROM THI S
STATE REMAI NS PERFECTED UNTI L THE SECURI TY | NTEREST WOULD HAVE
BECOME UNPERFECTED UNDER THE LAW OF THE OTHER JURI SDI CTI ON HAD
THE GOODS NOT BECOVE SO COVERED.

(5) A SECURITY | NTEREST DESCRI BED I N SUBSECTI ON (4) BECOVES
UNPERFECTED AS AGAI NST A PURCHASER OF THE GOODS FOR VALUE AND | S
DEEMED NEVER TO HAVE BEEN PERFECTED AS AGAI NST A PURCHASER OF THE
GO0DS FOR VALUE | F THE APPLI CABLE REQUI REMENTS FOR PERFECTI ON

02120’ 99 (S-1)
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UNDER SECTI ON 9311(2) OR 9313 ARE NOT SATI SFI ED BEFORE THE
EARLI ER OF THE FOLLOW NG

(A) THE TI ME THE SECURI TY | NTEREST WOULD HAVE BECOVE UNPER-
FECTED UNDER THE LAW OF THE OTHER JURI SDI CTI ON HAD THE GOODS NOT
BECOMVE COVERED BY A CERTI FI CATE OF TI TLE FROM THI S STATE.

(B) THE EXPI RATI ON OF 4 MONTHS AFTER THE GOCDS HAD BECOMVE SO
COVERED.

(6) A SECURITY I NTEREST | N DEPCSI T ACCOUNTS,

LETTER-OF-CREDI T RI GHTS, OR | NVESTMENT PROPERTY THAT IS PERFECTED
UNDER THE LAW OF THE BANK' S JURI SDI CTI ON, THE | SSUER S JURI SDI C-
TION, A NOM NATED PERSON S JURI SDI CTI ON, THE SECURI TI ES

| NTERMVEDI ARY’ S JURI SDI CTI ON, OR THE COWMODI TY | NTERMVEDI ARY’ S

JURI SDI CTI ON, AS APPLI CABLE, RENMAI NS PERFECTED UNTI L THE EARLI ER
OF THE FOLLOW NG

(A) THE TI ME THE SECURI TY | NTEREST WOULD HAVE BECOVE UNPER-
FECTED UNDER THE LAW OF THAT JURI SDI CTI ON.

(B) THE EXPI RATI ON OF 4 MONTHS AFTER A CHANGE OF THE APPLI -
CABLE JURI SDI CTI ON TO ANOTHER JURI SDI CTI ON.

(7) I'F A SECURI TY | NTEREST DESCRI BED | N SUBSECTI ON ( 6)
BECOMES PERFECTED UNDER THE LAW OF THE OTHER JURI SDI CTI ON BEFORE
THE EARLIER OF THE TI ME OR THE END OF THE PERI OD DESCRI BED I N
THAT SUBSECTI ON, |I'T REMAINS PERFECTED THEREAFTER. | F THE SECUR-
| TY I NTEREST DCES NOT BECOVE PERFECTED UNDER THE LAW OF THE OTHER
JURI SDI CTI ON BEFORE THE EARLI ER OF THAT TI ME OR THE END OF THAT
PERI OD, | T BECOVES UNPERFECTED AND | S DEEMED NEVER TO HAVE BEEN
PERFECTED AS AGAI NST A PURCHASER OF THE COLLATERAL FOR VALUE.
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SUBPART 3. PRIORITY

Sec. 9317. —Therere—existenceofa—securityinterest—or

(1) A SECURITY I NTEREST OR AGRI CULTURAL LI EN IS SUBORDI NATE
TO THE RIGHTS OF 1 OR MORE OF THE FOLLOW NG

(A) A PERSON ENTI TLED TO PRI ORI TY UNDER SECTI ON 9322.

(B) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (5), A PERSON
THAT BECOVES A LI EN CREDI TOR BEFORE THE EARLI ER OF THE

FOLLOW NG

(i) THE TIME THE SECURI TY | NTEREST OR AGRI CULTURAL LIEN IS
PERFECTED.

(ii) THE TIME 1 OF THE CONDI TI ONS SPECI FI ED I N
SECTI ON 9203(2)(C) 1S MET AND A FI NANCI NG STATEMENT COVERI NG THE
COLLATERAL | S FI LED.

(2) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (5), A BUYER,
OTHER THAN A SECURED PARTY, OF TANG BLE CHATTEL PAPER, DOCUMENTS,
GO0DS, | NSTRUMENTS, OR A SECURI TY CERTI FI CATE TAKES FREE OF A
SECURI TY | NTEREST OR AGRI CULTURAL LIEN | F THE BUYER G VES VALUE
AND RECEI VES DELI VERY OF THE COLLATERAL W THOUT KNOW.EDGE OF THE
SECURI TY | NTEREST OR AGRI CULTURAL LIEN AND BEFORE I T IS
PERFECTED.

(3) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (5), A LESSEE
OF GOODS TAKES FREE OF A SECURITY | NTEREST OR AGRI CULTURAL LI EN
| F THE LESSEE G VES VALUE AND RECEI VES DELI VERY OF THE COLLATERAL
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W THOUT KNOW.EDGE OF THE SECURI TY | NTEREST OR AGRI CULTURAL LI EN
AND BEFORE | T | S PERFECTED.

(4) A LICENSEE OF A GENERAL | NTANG BLE OR A BUYER, OTHER
THAN A SECURED PARTY, OF ACCOUNTS, ELECTRONI C CHATTEL PAPER, GEN-
ERAL | NTANG BLES, OR | NVESTMENT PROPERTY OTHER THAN A CERTI FI -
CATED SECURI TY TAKES FREE OF A SECURI TY I NTEREST | F THE LI CENSEE
OR BUYER G VES VALUE W THOUT KNOW.EDGE OF THE SECURI TY | NTEREST
AND BEFORE | T | S PERFECTED.

(5) EXCEPT AS OTHERW SE PROVI DED | N SECTI ONS 9320 AND 9321,
| F A PERSON FI LES A FI NANCI NG STATEMENT W TH RESPECT TO A
PURCHASE- MONEY SECURI TY | NTEREST BEFORE OR W THI N 20 DAYS AFTER
THE DEBTOR RECEI VES DELI VERY OF THE COLLATERAL, THE SECURI TY
| NTEREST TAKES PRI ORI TY OVER THE RI GHTS OF A BUYER, LESSEE, OR
LI EN CREDI TOR THAT ARI SE BETWEEN THE TI ME THE SECURI TY | NTEREST
ATTACHES AND THE TI ME OF FI LI NG

Sec. 9318. —(1)—Unltess—an—account—debtor—hasrmade—an
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(1) A DEBTOR THAT HAS SOLD AN ACCOUNT, CHATTEL PAPER, PAY-
MENT | NTANG BLES, OR PROM SSORY NOTE DOES NOT RETAIN A LEGAL OR
EQUI TABLE | NTEREST I N THE COLLATERAL SOLD.

(2) FOR PURPCSES OF DETERM NI NG THE RI GHTS OF CREDI TORS CF,
AND PURCHASERS FOR VALUE OF AN ACCOUNT OR CHATTEL PAPER FROM A
DEBTOR THAT HAS SOLD AN ACCOUNT OR CHATTEL PAPER, VWH LE THE
BUYER S SECURI TY | NTEREST | S UNPERFECTED, THE DEBTOR | S DEEMED TO
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HAVE RI GHTS AND TI TLE TO THE ACCOUNT OR CHATTEL PAPER | DENTI CAL
TO THCSE THE DEBTOR SOLD.

SEC. 9319. (1) EXCEPT AS OTHERW SE PROVI DED I N SUBSECTI ON
(2), FOR PURPOSES OF DETERM NI NG THE RI GHTS OF CREDI TORS OF, AND
PURCHASERS FOR VALUE OF GOODS FROM A CONSI GNEE, WH LE THE GOODS
ARE | N THE POSSESSI ON OF THE CONS|I GNEE, THE CONSI GNEE | S DEEMED
TO HAVE RI GHTS AND Tl TLE TO THE GOODS | DENTI CAL TO THOSE THE CON-
SI GNOR HAD OR HAD PONER TO TRANSFER.

(2) FOR PURPCSES OF DETERM NI NG THE RI GHTS OF A CREDI TOR OF
A CONSI GNEE, LAW OTHER THAN THI S ARTI CLE DETERM NES THE RI GHTS
AND TI TLE OF A CONSI GNEE VWHI LE GOODS ARE I N THE CONSI GNEE' S POS-
SESSION | F, UNDER THI S PART, A PERFECTED SECURI TY | NTEREST HELD
BY THE CONSI GNOR WOULD HAVE PRI ORI TY OVER THE RI GHTS OF THE
CREDI TOR.

SEC. 9320. (1) EXCEPT AS OTHERW SE PROVI DED I N SUBSECTI ON
(5), A BUYER I N ORDI NARY COURSE OF BUSI NESS, OTHER THAN A PERSON
BUYI NG FARM PRODUCTS FROM A PERSON ENGAGED | N FARM NG OPERATI ONS,
TAKES FREE OF A SECURI TY | NTEREST CREATED BY THE BUYER S SELLER,
EVEN | F THE SECURI TY | NTEREST | S PERFECTED AND THE BUYER KNOW6 OF
| TS EXI STENCE.

(2) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (5), A BUYER
OF GOODS FROM A PERSON WHO USED OR BOUGHT THE GOCDS FOR USE PRI -
MARI LY FOR PERSONAL, FAM LY, OR HOUSEHOLD PURPOSES TAKES FREE OF
A SECURI TY | NTEREST, EVEN | F PERFECTED, |F THE BUYER BUYS W THOUT
KNOALEDGE OF THE SECURI TY | NTEREST, FOR VALUE, PRI MARILY FOR THE
BUYER S PERSONAL, FAM LY, OR HOUSEHOLD PURPCSES, AND BEFORE THE
FI LI NG OF A FI NANCI NG STATEMENT COVERI NG THE GOODS.
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(3) TO THE EXTENT THAT | T AFFECTS THE PRI ORI TY OF A SECURI TY
| NTEREST OVER A BUYER OF GOODS UNDER SUBSECTI ON (2), THE PERI OD
OF EFFECTI VENESS OF A FI LI NG MADE | N THE JURI SDI CTI ON | N WAHI CH
THE SELLER |'S LOCATED |'S GOVERNED BY SECTI ON 9316(1) AND (2).

(4) A BUYER I N ORDI NARY COURSE OF BUSI NESS BUYI NG O L, GAS,
OR OTHER M NERALS AT THE WELLHEAD OR M NEHEAD OR AFTER EXTRACTI ON
TAKES FREE OF AN | NTEREST AR SI NG OUT OF AN ENCUVBRANCE.

(5) SUBSECTI ONS (1) AND (2) DO NOT AFFECT A SECURI TY | NTER-
EST IN GOODS | N THE POSSESSI ON OF THE SECURED PARTY UNDER
SECTI ON 9313.

(6) SUBSECTIONS (7) TO (14) SHALL APPLY IN THE CASE OF A
PERSON BUYI NG FARM PRODUCTS FROM A PERSON ENGAGED | N FARM NG
OPERATI ONS.

(7) | F REQUESTED BY THE SECURED PARTY, A DEBTOR ENGAGED I N
FARM NG OPERATI ONS WHO G VES A SECURI TY | NTEREST | N FARM PRODUCTS
SHALL PROVI DE TO THE SECURED PARTY A WRI TTEN LI ST | DENTI FYI NG
POTENTI AL BUYERS AND PO NTS OF DELI VERY OF THE FARM PRODUCTS.
EXCEPT AS OTHERW SE PROVI DED BY SUBSECTI ON (8), THE NUVBER OF
POTENTI AL BUYERS FOR EACH COVMODI TY SHALL NOT EXCEED 5. I|F A
POTENTI AL BUYER HAS MORE THAN 1 PO NT OF DELIVERY, EACH ADDI -

TI ONAL POl NT OF DELI VERY SHALL BE COUNTED AS A POTENTI AL BUYER

(8) A DEBTOR ENGAGED | N FARM NG OPERATI ONS WHO PROVI DES A
WRI TTEN LI ST OF POTENTI AL BUYERS TO A SECURED PARTY PURSUANT TO
SUBSECTI ON (7) SHALL NOT SELL FARM PRODUCTS THAT SECURE THE DEBT
TO A BUYER WHO |'S NOT | DENTI FI ED ON THE LI ST W THOUT THE PRI OR
WRI TTEN CONSENT OF THE SECURED PARTY. A PERSON WHO KNOW NGLY OR
| NTENTI ONALLY VI OLATES TH' S SUBSECTI ON |'S GUILTY OF A FELONY
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PUNI SHABLE BY | MPRI SONVENT FOR NOT MORE THAN 3 YEARS OR A FINE OF
NOT MORE THAN $10, 000. 00, OR BOTH. | F APPROPRI ATE G VEN THE
FACTS AND CI RCUMSTANCES OF THE CASE, THE COURT SHALL PLACE THE
PERSON ON PROBATI ON UPON THE CONDI TI ON THAT RESTI TUTI ON BE MADE
TO THE SECURED PARTY. PAYMENT OF, OR APPL| CATI ON OF THE PROCEEDS
TO THE DEBT UPON VWH CH THE SECURI TY | NTEREST IS BASED | S AN
ABSOLUTE DEFENSE TO A PROSECUTI ON UNDER THI S SUBSECTI ON | F THE
PAYMENT OR APPLI CATI ON | S MADE PRI OR TO COMMENCEMENT OF
PROSECUTI ON.

(9) A SECURED PARTY WHO | S PROVIDED WTH A WRI TTEN LI ST COF
POTENTI AL BUYERS PURSUANT TO SUBSECTI ON (7) MAY NOTI FY BUYERS
| DENTI FI ED ON THE LI ST OF THE SECURI TY | NTEREST AS PROVI DED | N
TH' 'S SUBSECTI ON. A SECURED PARTY SHALL NOT NOTI FY A PERSON NOT
| DENTI FI ED ON THE LI ST, EXCEPT THAT THE SECURED PARTY MAY NOTI FY
A BUYER CONCERNI NG WHOM THE SECURED PARTY HAS G VEN PRI OR WRI TTEN
CONSENT PURSUANT TO SUBSECTI ON (8) OR TO WHOM THE SECURED PARTY
HAS REASONABLE CAUSE TO BELI EVE THE DEBTOR | S ABOUT TO SELL THE
FARM PRODUCTS. A NOTI CE PROVI DED PURSUANT TO THI S SUBSECTI ON
SHALL BE IN WRI TI NG AND SHALL BE MAI LED BY CERTI FI ED MAI L OR
DELI VERED BY ANOTHER METHOD BY WH CH RECEI PT CAN BE VERI FI ED.
THE NOTI CE MAY BE IN A FORM AGREED UPON I N WRI TI NG BY THE BUYER
AND THE SECURED PARTY, BUT | N ABSENCE OF SUCH AN AGREEMENT THE
NOTI CE SHALL BE AN ORI G NAL FI NANCI NG STATEMENT OR A CARBON, PHO-
TOGRAPHI C, OR OTHER REPRODUCTI ON OF AN ORI G NAL OR A STATEMENT
THAT CONTAINS ALL OF THE FOLLOW NG

(A) THE FULL NAME AND ADDRESS OF THE DEBTOR.
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(B) THE FULL NAME AND ADDRESS COF THE SECURED PARTY.

(©) A DESCRI PTI ON OF THE COLLATERAL.

(D) THE DATE AND LOCATI ON OF THE FI LI NG OF THE SECURI TY
| NTEREST.

(E) THE DATE AND SI GNATURE COF THE SECURED PARTY.

(10) IF THE DEBT THAT IS THE BASI S OF THE SECURI TY | NTEREST
'S SATI SFI ED, THE SECURED PARTY SHALL NOTIFY I N WRI TI NG EACH
POTENTI AL BUYER TO VWHOM THE SECURED PARTY SENT NOTI CE UNDER SUB-
SECTION (9). THE NOTICE MAY BE G VEN WTHI N A TI ME PERI OD AGREED

UPON | N VWRI TI NG BY THE BUYER AND THE SECURED PARTY, BUT | N
ABSENCE OF SUCH AN AGREEMENT THE NOTI CE SHALL BE G VEN WTHI N 11
DAYS AFTER THE DEBT | S SATI SFI ED.

(11) A SECURED PARTY WHO DOES ANY OF THE FOLLON NG IS GUILTY
OF A M SDEMEANOR, PUNI SHABLE BY | MPRI SONMVENT FOR NOT MORE THAN 90
DAYS OR A FINE OF NOT MORE THAN $1, 000. 00, OR BOTH

(A) KNOWN NGLY OR | NTENTI ONALLY d VES FALSE OR M SLEADI NG
| NFORVMATI ON | N A NOTI CE PROVI DED PURSUANT TO SUBSECTI ON (9).

(B) SENDS NOTI CE TO A POTENTI AL BUYER OTHER THAN AS PERM T-
TED I N SUBSECTI ON (9).

(© FAILS TO NOTI FY A POTENTI AL BUYER OF THE SATI SFACTI ON OF
A DEBT WTHI N THE TI ME PERI OD PRESCRI BED BY SUBSECTI ON ( 10).

(12) A BUYER OF FARM PRODUCTS WHO RECEI VES NOTI CE PURSUANT
TO SUBSECTION (9) OF A SECURITY I NTEREST | N THE FARM PRODUCTS
SHALL MAKE PAYMENT FOR THE FARM PRODUCTS BY CHECK OR OTHER
| NSTRUVENT MADE PAYABLE TO THE SELLER AND THE SECURED PARTY
JO NTLY, EXCEPT THAT PAYMENT MAY BE MADE DI RECTLY TO THE SECURED
PARTY | F AUTHORI ZED I N WRI TI NG BY THE SELLER. TH S SUBSECTI ON
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DCES NOT APPLY TO ANY PAYMENT OR PARTI AL PAYMENT MADE BEFORE

NOTI CE UNDER SUBSECTI ON (9) HAS BEEN RECEI VED BY THE BUYER. A
BUYER OF FARM PRODUCTS WHO VI OLATES THI' S SUBSECTION | S GUI LTY OF
A M SDEMEANOR, PUNI SHABLE BY | MPRI SONVENT FOR NOT' MORE THAN 90
DAYS OR A FINE OF NOT MORE THAN $1, 000. 00, OR BOTH. PAYMENT OF
THE DEBT UPON VWHI CH THE SECURI TY | NTEREST | S BASED | S AN ABSOLUTE
DEFENSE TO A PROSECUTI ON UNDER THI S SUBSECTI ON | F PAYMENT | S MADE
PRI OR TO COMMENCEMENT OF PROSECUTI ON.

(13) AS USED I N SUBSECTIONS (6) TO (12), "PERSON BUYI NG FARM
PRODUCTS" OR "BUYER" | NCLUDES A COW SSI ON MERCHANT OR SELLI NG
AGENT WHO SELLS FARM PRODUCTS IN THE ORDI NARY COURSE OF BUSI NESS
FOR A PERSON ENGAGED | N FARM NG OPERATI ONS.

(14) A BUYER I N ORDI NARY COURSE OF BUSI NESS WHO RECEI VES
NOTI CE PURSUANT TO SUBSECTI ON (9), WHO BUYS FARM PRODUCTS FROM A
PERSON ENGAGED | N FARM NG OPERATI ONS, AND WHO W THHOLDS ALL OR
PART OF THE PROCEEDS OF THE SALE FROM THE SELLER I N ORDER TO SAT-
| SFY A DEBT OAED BY THE SELLER TO THE BUYER, TAKES SUBJECT TO A
SECURI TY | NTEREST I N THOSE FARM PRODUCTS CREATED BY THE SELLER,
UNLESS THE DEBT OWED BY THE SELLER TO THE BUYER WAS SECURED BY A
PRI OR PERFECTED SECURI TY | NTEREST. FOR PURPOSES OF TH S SUBSEC-
TION, "DEBT" DCES NOT | NCLUDE THE COST OF HARVESTI NG PROCESSI NG,
I NCLUDI NG PACKAG NG, FREEZI NG CANNI NG AND DRYI NG STORI NG MAR-
KETI NG OR TRANSPORTI NG FARM PRODUCTS TO MARKET.

(15) EXCEPT AS OTHERW SE PROVI DED BY SUBSECTI ON (16), A COv
M SSI ON MERCHANT OR SELLI NG AGENT WHO SELLS FARM PRODUCTS, I N THE
ORDI NARY COURSE OF BUSI NESS, FOR A PERSON ENGAGED | N FARM NG
OPERATI ONS | S NOT LI ABLE TO THE HOLDER OF A SECURI TY | NTEREST I N
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THOSE FARM PRODUCTS EVEN THOUGH THE SECURI TY | NTEREST IS
PERFECTED AND EVEN THOUGH THE COWM SSI ON MERCHANT OR SELLI NG
AGENT KNOWS OF | TS EXI STENCE.

(16) A COWM SSI ON MERCHANT OR SELLI NG AGENT WHO SELLS FARM
PRODUCTS, | N THE ORDI NARY COURSE OF BUSI NESS, FOR A PERSON
ENGAGED | N FARM NG OPERATI ONS, AND WHO RECEI VES NOTI CE PURSUANT
TO SUBSECTI ON (9), SHALL NOT BE PROTECTED FROM LI ABI LI TY UNDER
SUBSECTI ON (15) | F THE COWM SSI ON MERCHANT OR SELLI NG AGENT W TH-
HOLDS FROM THE SELLER ALL OR PART OF THE PROCEEDS OF A SALE OF
THE FARM PRODUCTS | N ORDER TO SATI SFY A DEBT OWED BY THE SELLER
TO THE COVM SSI ON MERCHANT OR SELLI NG AGENT, UNLESS THE DEBT WAS
SECURED BY A PRI OR PERFECTED SECURI TY | NTEREST. FOR PURPOSES OF
TH S SUBSECTI ON, "DEBT" DOES NOT | NCLUDE THE COST OF HARVESTI NG
PROCESSI NG, | NCLUDI NG PACKAG NG, FREEZI NG, CANNI NG, AND DRYI NG
STORI NG MARKETI NG OR TRANSPORTI NG FARM PRODUCTS TO MARKET.

(17) A PROSECUTI ON UNDER SUBSECTI ONS (12) TO (14) SHALL NOT
BE COMMENCED AFTER THE EXPI RATI ON OF 2 YEARS FOLLOW NG THE DATE
THE VI OLATI ON OCCURRED

SEC. 9321. (1) AS USED IN THI'S SECTION, "LI CENSEE I N ORDI -
NARY COURSE OF BUSI NESS' MEANS A PERSON THAT BECOMES A LI CENSEE
OF A GENERAL | NTANG BLE I N GOOD FAI TH, W THOUT KNOW.EDGE THAT THE
LI CENSE VI OLATES THE RI GHTS OF ANOTHER PERSON | N THE GENERAL
| NTANG BLE, AND | N THE ORDI NARY COURSE FROM A PERSON | N THE BUSI -
NESS OF LI CENSI NG GENERAL | NTANG BLES OF THAT KIND. A PERSON
BECOVES A LI CENSEE | N THE ORDI NARY COURSE | F THE LI CENSE TO THE
PERSON COVPORTS W TH THE USUAL OR CUSTOMARY PRACTI CES | N THE KI ND
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OF BUSINESS N VH CH THE LI CENSOR | S ENGAGED OR W TH THE
LI CENSOR' S OAN USUAL OR CUSTOVARY PRACTI CES.
(2) A LICENSEE I N ORDI NARY COURSE OF BUSI NESS TAKES | TS
Rl GHTS UNDER A NONEXCLUSI VE LI CENSE FREE OF A SECURI TY | NTEREST
I N THE GENERAL | NTANG BLE CREATED BY THE LI CENSOR, EVEN | F THE
SECURI TY | NTEREST | S PERFECTED AND THE LI CENSEE KNOA6 OF | TS
EXI STENCE.
(3) A LESSEE I N ORDI NARY COURSE OF BUSI NESS TAKES | TS LEASE-
HOLD | NTEREST FREE OF A SECURI TY | NTEREST I N THE GOODS CREATED BY

THE LESSOR, EVEN I F THE SECURI TY | NTEREST | S PERFECTED AND THE
LESSEE KNOWS OF | TS EXI STENCE.

SEC. 9322. (1) EXCEPT AS OTHERW SE PROVIDED IN TH S SEC
TION, PRIORITY AMONG CONFLI CTI NG SECURI TY | NTERESTS AND AGRI CUL-
TURAL LIENS IN THE SAME COLLATERAL |'S DETERM NED ACCORDI NG TO THE
FOLLOW NG RULES:

(A) CONFLI CTI NG PERFECTED SECURI TY | NTERESTS AND AGRI CUL-
TURAL LI ENS RANK ACCORDI NG TO PRIORITY IN TI ME OF FI LI NG OR
PERFECTI ON. PRI ORI TY DATES FROM THE EARLI ER OF THE TI ME A FI LI NG
COVERI NG THE COLLATERAL |I'S FI RST MADE OR THE SECURI TY | NTEREST OR
AGRI CULTURAL LIEN IS FI RST PERFECTED, |F THERE IS NO PERI OD
THEREAFTER WHEN THERE | S NEI THER FI LI NG NOR PERFECTI ON.

(B) A PERFECTED SECURI TY | NTEREST OR AGRI CULTURAL LI EN HAS
PRI ORI TY OVER A CONFLI CTI NG UNPERFECTED SECURI TY | NTEREST OR
AGRI CULTURAL LI EN.

(© THE FI RST SECURI TY | NTEREST OR AGRI CULTURAL LIEN TO
ATTACH OR BECOME EFFECTI VE HAS PRIORITY | F CONFLI CTI NG SECURI TY
| NTERESTS AND AGRI CULTURAL LI ENS ARE UNPERFECTED.
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(2) FOR THE PURPOSES OF SUBSECTI ON (1)(A), BOTH OF THE
FOLLOW NG APPLY:

(A THE TIME OF FILING OR PERFECTION AS TO A SECURITY | NTER-
EST I N COLLATERAL 1S ALSO THE TI ME OF FI LI NG OR PERFECTI ON AS TO
A SECURI TY | NTEREST | N PROCEEDS.

(B) THE TIME OF FILING OF PERFECTION AS TO A SECURITY | NTER-
EST I N COLLATERAL SUPPORTED BY A SUPPORTI NG OBLI GATION | S ALSO
THE TI ME OF FI LI NG OR PERFECTION AS TO A SECURI TY | NTEREST I N THE
SUPPORTI NG OBLI GATI ON.

(3) EXCEPT AS OTHERW SE PROVI DED I N SUBSECTION (6), A SECUR-
I TY I NTEREST I N COLLATERAL THAT QUALIFIES FOR PRIORI TY OVER A
CONFLI CTI NG SECURI TY | NTEREST UNDER SECTI ON 9327, 9328, 9329,
9330, OR 9331 ALSO HAS PRIORI TY OVER A CONFLI CTI NG SECURI TY
| NTEREST IN 1 OR MORE OF THE FOLLOW NG

(A) ANY SUPPORTI NG OBLI GATI ON FOR THE COLLATERAL.

(B) PROCEEDS OF THE COLLATERAL |IF ALL OF THE FOLLOW NG ARE
MET:

(i) THE SECURI TY | NTEREST I N PROCEEDS | S PERFECTED.

(ii) THE PROCEEDS ARE CASH PROCEEDS OR OF THE SAME TYPE AS
THE COLLATERAL.

(iii) I'N THE CASE OF PROCEEDS THAT ARE PROCEEDS OF PROCEEDS,
ALL | NTERVENI NG PROCEEDS ARE CASH PROCEEDS, PROCEEDS OF THE SAME
TYPE AS THE COLLATERAL, OR AN ACCOUNT RELATI NG TO THE
COLLATERAL.

(4) SUBJECT TO SUBSECTI ON (5) AND EXCEPT AS OTHERW SE PRO
VIDED I'N SUBSECTION (6), IF A SECURI TY I NTEREST I N CHATTEL PAPER,
DEPOSI T ACCOUNTS, NEGOTI ABLE DOCUMENTS, | NSTRUMENTS, | NVESTMENT
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PROPERTY, OR LETTER- OF- CREDI T RI GHTS | S PERFECTED BY A METHCD
OTHER THAN FI LI NG CONFLI CTI NG PERFECTED SECURI TY | NTERESTS I N
PROCEEDS OF THE COLLATERAL RANK ACCORDI NG TO PRI ORI TY IN TI ME OF
FI LI NG

(5) SUBSECTI ON (4) APPLIES ONLY | F THE PROCEEDS OF THE COL-
LATERAL ARE NOT CASH PROCEEDS, CHATTEL PAPER, NEGOTI ABLE DOCU-
MENTS, | NSTRUMENTS, | NVESTMENT PROPERTY, OR LETTER- OF- CREDI T
Rl GHTS.

(6) SUBSECTI ONS (1) THROUGH (5) ARE SUBJECT TO ALL OF THE
FOLLOW NG

(A) SUBSECTI ON (7) AND THE OTHER PROVI SIONS OF THI S PART.

(B) SECTI ON 4210 W TH RESPECT TO A SECURI TY | NTEREST OF A
COLLECTI NG BANK

(C) SECTION 5118 W TH RESPECT TO A SECURI TY | NTEREST OF AN
| SSUER OR NOM NATED PERSON.

(D) SECTI ON 9110 W TH RESPECT TO A SECURI TY | NTEREST ARl SI NG
UNDER ARTI CLE 2 OR 2A.

(7) A PERFECTED AGRI CULTURAL LI EN ON COLLATERAL HAS PRI ORI TY
OVER A CONFLI CTI NG SECURI TY | NTEREST | N OR AGRI CULTURAL LIEN ON
THE SAMVE COLLATERAL | F THE STATUTE CREATI NG THE AGRI CULTURAL LI EN
SO PROVI DES.

SEC. 9323. (1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON
(3), FOR PURPOSES OF DETERM NI NG THE PRI ORI TY OF A PERFECTED
SECURI TY | NTEREST UNDER SECTI ON 9322(1) (A), PERFECTI ON OF THE
SECURI TY | NTEREST DATES FROM THE TI ME AN ADVANCE | 'S MADE TO THE
EXTENT THAT THE SECURI TY | NTEREST SECURES AN ADVANCE THAT MEETS
BOTH OF THE FOLLOW NG
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(A) |'S MADE WHI LE THE SECURI TY | NTEREST |'S PERFECTED ONLY
UNDER 1 OF THE FOLLOW NG

(i) UNDER SECTI ON 9309 WHEN | T ATTACHES.

(ii) TEMPORARI LY UNDER SECTI ON 9312(5), (6), OR (7).

(B) |'S NOT MADE PURSUANT TO A COWM TMENT ENTERED | NTO BEFORE
OR WHI LE THE SECURI TY | NTEREST |'S PERFECTED BY A METHOD OTHER
THAN UNDER SECTI ON 9309 OR 9312(5), (6), OR (7).

(2) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (3), A SECUR-
| TY | NTEREST | S SUBORDI NATE TO THE Rl GHTS OF A PERSON THAT

BECOMES A LI EN CREDI TOR TO THE EXTENT THAT THE SECURI TY | NTEREST
SECURES AN ADVANCE MADE MORE THAN 45 DAYS AFTER THE PERSON
BECOMES A LI EN CREDI TOR UNLESS THE ADVANCE |'S MADE W THOUT KNOW.-
EDGE OF THE LIEN, OR PURSUANT TO A COWM TMENT ENTERED | NTO W TH-
OUT KNOM.EDGE OF THE LI EN.

(3) SUBSECTI ONS (1) AND (2) DO NOT APPLY TO A SECURI TY
| NTEREST HELD BY A SECURED PARTY THAT IS A BUYER OF ACCOUNTS,
CHATTEL PAPER, PAYMENT | NTANG BLES, OR PROM SSORY NOTES OR A
CONSI GNOR.

(4) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (5), A BUYER
OF GOODS OTHER THAN A BUYER | N ORDI NARY COURSE OF BUSI NESS TAKES
FREE OF A SECURI TY | NTEREST TO THE EXTENT THAT | T SECURES
ADVANCES MADE AFTER THE EARLI ER OF THE FOLLOW NG

(A) THE TI ME THE SECURED PARTY ACQUI RES KNOW.EDGE OF THE
BUYER S PURCHASE.

(B) FORTY- FI VE DAYS AFTER THE PURCHASE.
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(5) SUBSECTION (4) DOES NOT APPLY | F THE ADVANCE | S MADE
PURSUANT TO A COW TMENT ENTERED | NTO W THOUT KNOW.EDGE OF THE
BUYER S PURCHASE AND BEFORE THE EXPI RATI ON OF THE 45- DAY PERI OD.

(6) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTION (7), A LESSEE
OF GOODS, OTHER THAN A LESSEE | N ORDI NARY COURSE OF BUSI NESS,
TAKES THE LEASEHOLD | NTEREST FREE OF A SECURI TY | NTEREST TO THE
EXTENT THAT | T SECURES ADVANCES MADE AFTER THE EARLI ER OF THE
FOLLOW NG

(A) THE TI ME THE SECURED PARTY ACQUI RES KNOALEDGE OF THE
LEASE.

(B) FORTY-FI VE DAYS AFTER THE LEASE CONTRACT BECOVES
ENFORCEABLE.

(7) SUBSECTION (6) DOES NOT APPLY | F THE ADVANCE | S MADE
PURSUANT TO A COW TMENT ENTERED | NTO W THOUT KNOW.EDGE OF THE
LEASE AND BEFORE THE EXPI RATI ON OF THE 45- DAY PERI OD.

SEC. 9324. (1) EXCEPT AS OTHERW SE PROVI DED I N SUBSECTI ON
(7), A PERFECTED PURCHASE- MONEY SECURI TY | NTEREST I N GOODS OTHER
THAN | NVENTORY OR LI VESTOCK HAS PRI ORI TY OVER A CONFLI CTI NG
SECURI TY I NTEREST I N THE SAVE GOODS, AND, EXCEPT AS OTHERW SE
PROVI DED I N SECTI ON 9327, A PERFECTED SECURI TY | NTEREST IN I TS
| DENTI FI ABLE PROCEEDS ALSO HAS PRI ORI TY, |F THE PURCHASE- MONEY
SECURI TY | NTEREST | S PERFECTED WHEN THE DEBTOR RECEI VES POSSES-
SION OF THE COLLATERAL OR WTHI N 20 DAYS THEREAFTER.

(2) SUBJECT TO SUBSECTI ON (3) AND EXCEPT AS OTHERW SE PRO-
VIDED I N SUBSECTION (7), A PERFECTED PURCHASE- MONEY SECURI TY
| NTEREST | N | NVENTORY HAS PRI ORI TY OVER A CONFLI CTI NG SECURI TY
| NTEREST | N THE SAME | NVENTORY, HAS PRI ORI TY OVER A CONFLI CTI NG
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SECURI TY | NTEREST | N CHATTEL PAPER OR AN | NSTRUMENT CONSTI TUTI NG
PROCEEDS OF THE | NVENTORY AND | N PROCEEDS OF THE CHATTEL PAPER,

| F SO PROVI DED | N SECTI ON 9330, AND, EXCEPT AS OTHERW SE PROVI DED
I N SECTI ON 9327, ALSO HAS PRI ORI TY I N | DENTI FI ABLE CASH PROCEEDS
OF THE | NVENTORY TO THE EXTENT THE | DENTI FI ABLE CASH PROCEEDS ARE
RECEI VED ON OR BEFORE THE DELI VERY OF THE | NVENTORY TO A BUYER,
|F ALL OF THE FOLLOW NG ARE MET

(A) THE PURCHASE- MONEY SECURI TY | NTEREST |'S PERFECTED WHEN
THE DEBTOR RECEI VES POSSESSI ON OF THE | NVENTORY.

(B) THE PURCHASE- MONEY SECURED PARTY SENDS AN AUTHENTI CATED
NOTI FI CATI ON TO THE HOLDER OF THE CONFLI CTI NG SECURI TY | NTEREST.

(C) THE HOLDER OF THE CONFLI CTI NG SECURI TY | NTEREST RECEI VES
THE NOTI FI CATION W THI N 5 YEARS BEFORE THE DEBTOR RECEI VES POS-
SESSI ON OF THE | NVENTORY.

(D) THE NOTI FI CATI ON STATES THAT THE PERSON SENDI NG THE
NOTI FI CATI ON HAS OR EXPECTS TO ACQUI RE A PURCHASE- MONEY SECURI TY
| NTEREST | N | NVENTORY OF THE DEBTOR AND DESCRI BES THE | NVENTORY

(3) SUBSECTI ON (2)(B) THROUGH (D) APPLY ONLY | F THE HOLDER
OF THE CONFLI CTI NG SECURI TY | NTEREST HAD FILED A FI NANCI NG STATE-
MENT COVERI NG THE SAME TYPES OF | NVENTORY BEFORE 1 OF THE
FOLLOW NG

(A) | F THE PURCHASE- MONEY SECURI TY | NTEREST |'S PERFECTED BY
FILING BEFORE THE DATE OF THE FI LI NG

(B) | F THE PURCHASE- MONEY SECURI TY | NTEREST |'S TEMPORARI LY
PERFECTED W THOUT FI LI NG OR POSSESSI ON UNDER SECTI ON 9312(6),
BEFORE THE BEG NNI NG OF THE 20- DAY PERI OD THEREUNDER.
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(4) SUBJECT TO SUBSECTI ON (5) AND EXCEPT AS OTHERW SE
PROVI DED | N SUBSECTI ON (7), A PERFECTED PURCHASE- MONEY SECURI TY
| NTEREST | N LI VESTOCK THAT ARE FARM PRODUCTS HAS PRI ORI TY OVER A
CONFLI CTI NG SECURI TY | NTEREST | N THE SAME LI VESTOCK, AND, EXCEPT
AS OTHERW SE PROVI DED | N SECTI ON 9327, A PERFECTED SECURI TY
| NTEREST | N THEI R | DENTI FI ABLE PROCEEDS AND | DENTI FI ABLE PRODUCTS
I N THEl R UNVANUFACTURED STATES ALSO HAS PRIORITY, |F ALL OF THE
FOLLON NG ARE MET:

(A) THE PURCHASE- MONEY SECURI TY | NTEREST |'S PERFECTED WHEN
THE DEBTOR RECEI VES POSSESSI ON OF THE LI VESTOCK.

(B) THE PURCHASE- MONEY SECURED PARTY SENDS AN AUTHENTI CATED
NOTI FI CATI ON TO THE HOLDER OF THE CONFLI CTI NG SECURI TY | NTEREST.

(C) THE HOLDER OF THE CONFLI CTI NG SECURI TY | NTEREST RECEI VES
THE NOTI FI CATION W THI N 6 MONTHS BEFORE THE DEBTOR RECEI VES POS-
SESSI ON OF THE LI VESTOCK.

(D) THE NOTI FI CATI ON STATES THAT THE PERSON SENDI NG THE
NOTI FI CATI ON HAS OR EXPECTS TO ACQUI RE A PURCHASE- MONEY SECURI TY
| NTEREST | N LI VESTOCK OF THE DEBTOR AND DESCRI BES THE LI VESTOCK.

(5) SUBSECTI ON (4)(B) THROUGH (D) APPLY ONLY | F THE HOLDER
OF THE CONFLI CTI NG SECURI TY | NTEREST HAD FILED A FI NANCI NG STATE-
MENT COVERI NG THE SAME TYPES OF LI VESTOCK BEFORE 1 OF THE
FOLLOW NG

(A) | F THE PURCHASE- MONEY SECURI TY | NTEREST |'S PERFECTED BY
FILING BEFORE THE DATE OF THE FI LI NG

(B) | F THE PURCHASE- MONEY SECURI TY | NTEREST |'S TEMPORARI LY
PERFECTED W THOUT FI LI NG OR POSSESSI ON UNDER SECTI ON 9312(6),
BEFORE THE BEG NNI NG OF THE 20- DAY PERI OD THEREUNDER.
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(6) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTION (7), A
PERFECTED PURCHASE- MONEY SECURI TY | NTEREST | N SOFTWARE HAS PRI OR-
| TY OVER A CONFLI CTI NG SECURI TY | NTEREST | N THE SAVE COLLATERAL,
AND, EXCEPT AS OTHERW SE PROVI DED | N SECTI ON 9327, A PERFECTED
SECURI TY | NTEREST I N I TS | DENTI FI ABLE PROCEEDS ALSO HAS PRI ORI TY,
TO THE EXTENT THAT THE PURCHASE- MONEY SECURI TY | NTEREST | N THE
GOODS | N WHI CH THE SOFTWARE WAS ACQUI RED FOR USE HAS PRI ORI TY IN
THE GOODS AND PROCEEDS OF THE GOODS UNDER THI'S SECTI ON.

(7) |F MORE THAN 1 SECURI TY | NTEREST QUALI FI ES FOR PRI ORI TY
IN THE SAME COLLATERAL UNDER SUBSECTI ON (1), (2), (4), OR (6), 1
OF THE FOLLOW NG APPLI ES:

(A) A SECURI TY | NTEREST SECURI NG AN OBLI GATI ON | NCURRED AS
ALL OR PART OF THE PRI CE OF THE COLLATERAL HAS PRI ORI TY OVER A
SECURI TY | NTEREST SECURI NG AN OBLI GATI ON | NCURRED FOR VALUE G VEN
TO ENABLE THE DEBTOR TO ACQUI RE RI GHTS I N OR THE USE OF
COLLATERAL.

(B) IN ALL OTHER CASES, SECTI ON 9322(1) APPLIES TO THE QUAL-
| FYI NG SECURI TY | NTEREST.

SEC. 9325. (1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON
(2), A SECURI TY | NTEREST CREATED BY A DEBTOR |'S SUBORDI NATE TO A
SECURI TY | NTEREST | N THE SAME COLLATERAL CREATED BY ANOTHER
PERSON | F ALL OF THE FOLLOWN NG ARE MET

(A) THE DEBTOR ACQUI RED THE COLLATERAL SUBJECT TO THE SECUR-
| TY | NTEREST CREATED BY THE OTHER PERSON.

(B) THE SECURI TY | NTEREST CREATED BY THE OTHER PERSON WAS
PERFECTED WHEN THE DEBTOR ACQUI RED THE COLLATERAL.
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(C) THERE IS NO PERI OD THEREAFTER WHEN THE SECURI TY | NTEREST
| S UNPERFECTED.

(2) SUBSECTI ON (1) SUBORDI NATES A SECURI TY | NTEREST ONLY IF
THE SECURI TY | NTEREST OTHERW SE WOULD HAVE PRI ORI TY SOLELY UNDER
SECTI ON 9322(1) OR 9324, OR AROSE SOLELY UNDER SECTI ON 2711(3) OR
2A508( 5) .

SEC. 9326. (1) SUBJECT TO SUBSECTION (2), A SECURI TY | NTER-
EST CREATED BY A NEW DEBTOR THAT |'S PERFECTED BY A FILED FI NANC-
| NG STATEMENT THAT | S EFFECTI VE SOLELY UNDER SECTI ON 9508 | N COL-
LATERAL | N THAT A NEW DEBTOR HAS OR ACQUI RES RI GHTS |'S SUBORDI -
NATE TO A SECURI TY | NTEREST | N THE SAME COLLATERAL THAT |'S PER-
FECTED OTHER THAN BY A FILED FI NANCI NG STATEMENT THAT | S EFFEC-

TI VE SOLELY UNDER SECTI ON 9508.

(2) THE OTHER PROVI SIONS OF THI' S PART DETERM NE THE PRI ORI TY
AMONG CONFLI CTI NG SECURI TY | NTERESTS | N THE SAME COLLATERAL PER-
FECTED BY FILED FI NANCI NG STATEMENTS THAT ARE EFFECTI VE SOLELY
UNDER SECTI ON 9508. HOWEVER, |F THE SECURI TY AGREEMENTS TO WHI CH
A NEW DEBTOR BECAME BOUND AS DEBTOR WERE NOT ENTERED | NTO BY THE
SAME ORI G NAL DEBTOR, THE CONFLI CTI NG SECURI TY | NTERESTS RANK
ACCORDI NG TO PRI ORI TY I N TIME OF THE NEW DEBTOR S HAVI NG BECOMVE
BOUND.

SEC. 9327. THE FOLLOW NG RULES GOVERN PRI ORI TY AMONG CON
FLI CTI NG SECURI TY | NTERESTS | N THE SAME DEPCS|I T ACCOUNT

(A) A SECURI TY | NTEREST HELD BY A SECURED PARTY HAVI NG CON
TROL OF THE DEPOSI T ACCOUNT UNDER SECTI ON 9104 HAS PRI ORI TY OVER
A CONFLI CTI NG SECURI TY | NTEREST HELD BY A SECURED PARTY THAT DOES
NOT HAVE CONTROL.
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(B) EXCEPT AS OTHERW SE PROVI DED I N SUBDI VI SIONS (C) AND
(D), SECURITY | NTERESTS PERFECTED BY CONTROL UNDER SECTI ON 9314
RANK ACCORDI NG TO PRICRITY I N TI ME OF OBTAI NI NG CONTROL.

(© EXCEPT AS OTHERW SE PROVIDED I N SUBDI VISION (D), A
SECURI TY | NTEREST HELD BY THE BANK W TH WHI CH THE DEPOSI T ACCOUNT
'S MAI NTAI NED HAS PRI ORI TY OVER A CONFLI CTI NG SECURI TY | NTEREST
HELD BY ANOTHER SECURED PARTY.

(D) A SECURITY | NTEREST PERFECTED BY CONTROL UNDER SECTI ON
9104(1)(C) HAS PRIORITY OVER A SECURI TY | NTEREST HELD BY THE BANK
WTH VWH CH THE DEPCSI T ACCOUNT | S MAI NTAI NED.

SEC. 9328. THE FOLLOW NG RULES GOVERN PRI ORI TY AMONG CON-
FLI CTI NG SECURI TY | NTERESTS | N THE SAME | NVESTMENT PROPERTY:

(A) A SECURITY I NTEREST HELD BY A SECURED PARTY HAVI NG CON-
TROL OF | NVESTMENT PROPERTY UNDER SECTI ON 9106 HAS PRI ORI TY OVER
A SECURI TY | NTEREST HELD BY A SECURED PARTY THAT DOES NOT HAVE
CONTROL OF THE | NVESTMENT PROPERTY.

(B) EXCEPT AS OTHERW SE PROVI DED I N SUBDI VI SIONS (C) AND
(D), CONFLI CTI NG SECURI TY | NTERESTS HELD BY SECURED PARTI ES EACH
OF WH CH HAS CONTROL UNDER SECTI ON 9106 RANK ACCCRDI NG TO PRI OR-
ITY IN TIME OF 1 OF THE FOLLOW NG

(i) I'F THE COLLATERAL IS A SECURITY, OBTAI NI NG CONTROL.

(i) I'F THE COLLATERAL IS A SECURI TY ENTI TLEMENT CARRI ED I N
A SECURI TI ES ACCOUNT, ACCCRDI NG TO 1 OF THE FOLLOW NG

(A) I F THE SECURED PARTY OBTAI NED CONTRCL UNDER SECTI ON
8106(4) (A), THE SECURED PARTY' S BECOM NG THE PERSON FOR WHI CH THE
SECURI TI ES ACCOUNT | S MAI NTAI NED.
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(B) I'F THE SECURED PARTY OBTAI NED CONTRCL UNDER SECTI ON
8106(4) (B), THE SECURI TI ES | NTERVEDI ARY’ S AGREEMENT TO COVPLY
W TH THE SECURED PARTY' S ENTI TLEMENT ORDERS W TH RESPECT TO
SECURI TY ENTI TLEMENTS CARRI ED OR TO BE CARRI ED I'N THE SECURI Tl ES
ACCOUNT.

(O | F THE SECURED PARTY OBTAI NED CONTROL THROUGH ANOTHER
PERSON UNDER SECTI ON 8106(4) (C), THE TIME ON WHI CH PRIORI TY WOULD
BE BASED UNDER THI S PARAGRAPH | F THE OTHER PERSON WERE THE
SECURED PARTY.

(i) I'F THE COLLATERAL IS A COVWODI TY CONTRACT CARRI ED W TH
A COVWODI TY | NTERVEDI ARY, THE SATI SFACTI ON OF THE REQUI REMENT FOR
CONTRCOL SPECI FI ED I N SECTI ON 9106(2) (B) WTH RESPECT TO COMWODI TY
CONTRACTS CARRI ED OR TO BE CARRIED WTH THE COMMODI TY
| NTERMEDI ARY.

(© A SECURITY I NTEREST HELD BY A SECURI TI ES | NTERMVEDI ARY | N
A SECURI TY ENTI TLEMENT OR A SECURI TI ES ACCOUNT MAI NTAI NED W TH
THE SECURI TI ES | NTERMEDI ARY HAS PRI ORI TY OVER A CONFLI CTI NG
SECURI TY | NTEREST HELD BY ANOTHER SECURED PARTY.

(D) A SECURITY I NTEREST HELD BY A COMWODI TY | NTERVEDI ARY | N
A COVMODI TY CONTRACT OR A COVMODI TY ACCOUNT MAI NTAI NED W TH THE
COMMCDI TY | NTERMEDI ARY HAS PRI ORI TY OVER A CONFLI CTI NG SECURI TY
| NTEREST HELD BY ANOTHER SECURED PARTY.

(E) A SECURITY INTEREST IN A CERTI FI CATED SECURI TY I N REG S-
TERED FORM THAT | S PERFECTED BY TAKI NG DELI VERY UNDER SECTI ON
9313(1) AND NOT BY CONTROL UNDER SECTI ON 9314 HAS PRIORITY OVER A
CONFLI CTI NG SECURI TY | NTEREST PERFECTED BY A METHOD OTHER THAN
CONTRQOL.
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(F) CONFLI CTI NG SECURI TY | NTERESTS CREATED BY A BROKER,
SECURI TI ES | NTERVEDI ARY, OR COWODI TY | NTERMEDI ARY THAT ARE PER-
FECTED W THOUT CONTROL UNDER SECTI ON 9106 RANK EQUALLY.

(G INALL OTHER CASES, PRI ORI TY AMONG CONFLI CTI NG SECURI TY
| NTERESTS | N | NVESTMENT PROPERTY |'S GOVERNED BY SECTI ONS 9322 AND
9323.

SEC. 9329. THE FOLLOW NG RULES GOVERN PRI ORI TY AMONG CON-
FLI CTI NG SECURI TY | NTERESTS I N THE SAME LETTER- OF-CREDI T RI GHT:

(A) A SECURITY I NTEREST HELD BY A SECURED PARTY HAVI NG CON-
TROL OF THE LETTER-OF-CREDI T RI GHT UNDER SECTI ON 9107 HAS PRI OR-

I TY TO THE EXTENT OF I TS CONTROL OVER A CONFLI CTI NG SECURI TY
| NTEREST HELD BY A SECURED PARTY THAT DOES NOT HAVE CONTROL.

(B) SECURITY | NTERESTS PERFECTED BY CONTROL UNDER SECTI ON
9314 RANK ACCORDI NG TO PRICRITY I N TI ME OF OBTAI NI NG CONTROL.

SEC. 9330. (1) A PURCHASER OF CHATTEL PAPER HAS PRIORI TY
OVER A SECURI TY I NTEREST I N THE CHATTEL PAPER THAT IS CLAI VED
MERELY AS PROCEEDS OF | NVENTORY SUBJECT TO A SECURITY | NTEREST | F
BOTH OF THE FOLLOWN NG ARE MET:

(A) IN GOOD FAI TH AND I N THE ORDI NARY COURSE OF THE
PURCHASER S BUSI NESS, THE PURCHASER G VES NEW VALUE AND TAKES
POSSESSI ON OF THE CHATTEL PAPER OR OBTAI NS CONTROL OF THE CHATTEL
PAPER UNDER SECTI ON 9105.

(B) THE CHATTEL PAPER DOES NOT | NDI CATE THAT | T HAS BEEN
ASSI GNED TO AN | DENTI FI ED ASSI GNEE OTHER THAN THE PURCHASER.

(2) A PURCHASER OF CHATTEL PAPER HAS PRI ORI TY OVER A SECUR-
| TY I NTEREST IN THE CHATTEL PAPER THAT IS CLAI MED OTHER THAN
MERELY AS PROCEEDS OF | NVENTORY SUBJECT TO A SECURITY | NTEREST | F

02120’ 99 (S-1)



© 00 N O O A W N P

N NN NNNMNDNDERRPRPPERERPERPRP PP
o U A W NP O O 0 ~NO b w NPk O

HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 178

THE PURCHASER G VES NEW VALUE AND TAKES POSSESSI ON OF THE CHATTEL
PAPER OR OBTAI NS CONTROL OF THE CHATTEL PAPER UNDER SECTI ON 9105
IN GOOD FAITH, | N THE ORDI NARY COURSE OF THE PURCHASER S BUSI -
NESS, AND W THOUT KNOALEDGE THAT THE PURCHASE VI OLATES THE RI GHTS
OF THE SECURED PARTY.

(3) EXCEPT AS OTHERW SE PROVI DED | N SECTI ON 9327, A PUR-
CHASER HAVI NG PRI ORI TY | N CHATTEL PAPER UNDER SUBSECTI ON (1) OR
(2) ALSO HAS PRI ORI TY | N PROCEEDS OF THE CHATTEL PAPER TO THE
EXTENT THAT SECTI ON 9322 PROVI DES FOR PRI ORI TY | N THE PROCEEDS
OR THE PROCEEDS CONSI ST OF THE SPECI FI C GOODS COVERED BY THE
CHATTEL PAPER OR CASH PROCEEDS OF THE SPECI FI C GOODS, EVEN | F THE
PURCHASER S SECURI TY | NTEREST | N THE PROCEEDS | S UNPERFECTED.

(4) EXCEPT AS OTHERW SE PROVI DED | N SECTI ON 9331(1), A PUR
CHASER OF AN | NSTRUMENT HAS PRI ORI TY OVER A SECURI TY | NTEREST I N
THE | NSTRUVENT PERFECTED BY A METHOD OTHER THAN POSSESSI ON | F THE
PURCHASER G VES VALUE AND TAKES POSSESSI ON OF THE | NSTRUMENT | N
GOOD FAI TH AND W THOUT KNOW.EDGE THAT THE PURCHASE VI OLATES THE
Rl GHTS OF THE SECURED PARTY.

(5) FOR PURPOSES OF SUBSECTI ONS (1) AND (2), THE HOLDER OF A
PURCHASE- MONEY SECURI TY | NTEREST | N | NVENTORY G VES NEW VALUE FOR
CHATTEL PAPER CONSTI TUTI NG PROCEEDS OF THE | NVENTORY.

(6) FOR PURPOSES OF SUBSECTI ONS (2) AND (4), |F CHATTEL
PAPER OR AN | NSTRUVENT | NDI CATES THAT | T HAS BEEN ASSI GNED TO AN
| DENTI FI ED SECURED PARTY OTHER THAN THE PURCHASER, A PURCHASER OF
THE CHATTEL PAPER OR | NSTRUVENT HAS KNOW.EDGE THAT THE PURCHASE
VI OLATES THE RI GHTS OF THE SECURED PARTY.
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SEC. 9331. (1) THI'S ARTI CLE DOES NOT LIM T THE RI GHTS OF A
HOLDER | N DUE COURSE OF A NEGOTI ABLE | NSTRUVENT, A HOLDER TO
WH CH A NEGOTI ABLE DOCUMENT OF TI TLE HAS BEEN DULY NEGOTI ATED, OR
A PROTECTED PURCHASER OF A SECURI TY. THESE HOLDERS OR PURCHASERS
TAKE PRI ORI TY OVER AN EARLI ER SECURI TY | NTEREST, EVEN | F PERFEC-
TED, TO THE EXTENT PROVI DED | N ARTI CLES 3, 7, AND 8.

(2) THI'S ARTI CLE DOES NOT LIM T THE RI GHTS OF OR | MPOSE
LI ABI LI TY ON A PERSON TO THE EXTENT THAT THE PERSON | S PROTECTED
AGAI NST THE ASSERTI ON OF A CLAI M UNDER ARTI CLE 8.

(3) FILING UNDER THI' S ARTI CLE DOES NOT CONSTI TUTE NOTI CE OF
A CLAI M OR DEFENSE TO THE HOLDERS, OR PURCHASERS, OR PERSONS
DESCRI BED | N SUBSECTI ONS (1) AND (2).

SEC. 9332. (1) A TRANSFEREE OF MONEY TAKES THE MONEY FREE
OF A SECURI TY | NTEREST UNLESS THE TRANSFEREE ACTS | N COLLUSI ON
W TH THE DEBTOR | N VI OLATI NG THE RI GHTS OF THE SECURED PARTY.

(2) A TRANSFEREE OF FUNDS FROM A DEPOSI T ACCOUNT TAKES THE
FUNDS FREE OF A SECURI TY | NTEREST | N THE DEPCSI T ACCOUNT UNLESS
THE TRANSFEREE ACTS | N COLLUSI ON W TH THE DEBTOR | N VI OLATI NG THE
Rl GHTS OF THE SECURED PARTY.

SEC. 9333. (1) AS USED IN THI S SECTI ON, "POSSESSORY LI EN'
MEANS AN | NTEREST, OTHER THAN A SECURI TY | NTEREST OR AN AGRI CUL-
TURAL LI EN, THAT MEETS ALL OF THE FOLLOW NG

(A) | T SECURES PAYMENT OR PERFORMANCE OF AN OBLI GATI ON FOR
SERVI CES OR MATERI ALS FURNI SHED W TH RESPECT TO GOODS BY A PERSON
I N THE ORDI NARY COURSE OF THE PERSON S BUSI NESS.

(B) IT I'S CREATED BY STATUTE OR RULE OF LAWIN FAVOR OF THE
PERSON
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(C) | TS EFFECTI VENESS DEPENDS ON THE PERSON S POSSESSI ON OF
THE GOODS

(2) A POSSESSORY LI EN ON GOODS HAS PRI ORI TY OVER A SECURI TY
| NTEREST | N THE GOODS UNLESS THE LIEN | S CREATED BY A STATUTE
THAT EXPRESSLY PROVI DES OTHERW SE

SEC. 9334. (1) A SECURITY | NTEREST UNDER THI S ARTI CLE MAY
BE CREATED | N GOODS THAT ARE FI XTURES OR MAY CONTI NUE | N GOODS
THAT BECOME FI XTURES. A SECURI TY | NTEREST DOES NOT EXI ST UNDER
TH'S ARTI CLE | N ORDI NARY BUI LDI NG MATERI ALS | NCORPORATED | NTO AN
| MPROVEMENT ON LAND

(2) THI'S ARTI CLE DOES NOT PREVENT CREATI ON OF AN ENCUMBRANCE
UPON FI XTURES UNDER REAL PROPERTY LAW

(3) IN CASES NOT GOVERNED BY SUBSECTI ONS (4) THROUGH (8), A
SECURI TY | NTEREST I N FI XTURES |'S SUBORDI NATE TO A CONFLI CTI NG
| NTEREST OF AN ENCUMBRANCER OR OWKER OF THE RELATED REAL PROPERTY
OTHER THAN THE DEBTOR.

(4) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (8), A PER
FECTED SECURI TY | NTEREST I N FI XTURES HAS PRI ORI TY OVER A CON-
FLI CTI NG | NTEREST OF AN ENCUVMBRANCER OR OMNER OF THE REAL PROP-
ERTY | F THE DEBTOR HAS AN | NTEREST OF RECORD IN OR IS | N POSSES-
SION OF THE REAL PROPERTY AND ALL OF THE FOLLOW NG ARE MET

(A) THE SECURI TY | NTEREST IS A PURCHASE- MONEY SECURI TY
| NTEREST.

(B) THE | NTEREST OF THE ENCUMBRANCER OR OWNER ARl SES BEFORE
THE GOODS BECOME FI XTURES.

(C) THE SECURI TY | NTEREST |'S PERFECTED BY A FI XTURE FI LI NG
BEFORE THE GOODS BECOME FI XTURES OR W THI N 20 DAYS THEREAFTER
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(5) A PERFECTED SECURI TY I NTEREST IN FI XTURES HAS PRI ORI TY
OVER A CONFLI CTI NG | NTEREST OF AN ENCUVMBRANCER OR OMNER OF THE
REAL PROPERTY | N EACH OF THE FOLLOW NG Cl RCUMSTANCES:

(A) IF THE DEBTOR HAS AN I NTEREST OF RECORD I N THE REAL
PROPERTY OR | S I N PCSSESSI ON OF THE REAL PROPERTY, AND THE SECUR-
| TY I NTEREST | S PERFECTED BY A FI XTURE FI LI NG BEFORE THE | NTEREST
OF THE ENCUMBRANCER OR OMNER IS OF RECORD AND HAS PRI ORI TY OVER
ANY CONFLI CTI NG | NTEREST OF A PREDECESSOR I N Tl TLE OF THE ENCUM
BRANCER OR OWNER.

(B) I F BEFORE THE GOCDS BECOVE FlI XTURES, THE SECURI TY | NTER-
EST IS PERFECTED BY ANY METHCD PERM TTED BY THI S ARTI CLE AND THE
FI XTURES ARE READI LY REMOVABLE FACTORY OR OFFI CE MACHI NES,

READI LY REMOVABLE EQUI PMENT THAT IS NOT PRI MARI LY USED OR LEASED
FOR USE | N THE OPERATI ON OF THE REAL PROPERTY, OR READI LY REMOV-
ABLE REPLACEMENTS OF DOMESTI C APPLI ANCES THAT ARE CONSUMER
GOCDS.

(O IF THE CONFLI CTI NG | NTEREST IS A LI EN ON THE REAL PROP-
ERTY OBTAI NED BY LEGAL OR EQUI TABLE PROCEEDI NGS AFTER THE SECUR-
| TY | NTEREST WAS PERFECTED BY ANY METHOD PERM TTED BY THI S
ARTI CLE.

(D) I'F THE SECURI TY | NTEREST | S CREATED IN A MANUFACTURED
HOVE | N A MANUFACTURED- HOVE TRANSACTI ON AND PERFECTED PURSUANT TO
A STATUTE DESCRI BED I N SECTI ON 9311(1)(B).

(6) A SECURITY INTEREST I N FI XTURES, WHETHER OR NOT PERFEC-
TED, HAS PRIORI TY OVER A CONFLI CTI NG | NTEREST OF AN ENCUMBRANCER
OR OWNER OF THE REAL PROPERTY | F EI THER OF THE FOLLON NG | S MET:
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(A) THE ENCUVMBRANCER OR OWNER HAS, | N AN AUTHENTI CATED
RECORD, CONSENTED TO THE SECURI TY | NTEREST OR DI SCLAI MED AN
I NTEREST | N THE GOODS AS FI XTURES.

(B) THE DEBTOR HAS A RIGHT TO REMOVE THE GOCODS AS AGAI NST
THE ENCUMBRANCER OR OWNER.

(7) THE PRIOCRITY OF THE SECURI TY | NTEREST UNDER SUBSECTI ON
(6) (B) CONTINUES FOR A REASONABLE TIME | F THE DEBTOR S RI GHT TO
REMOVE THE GOODS AS AGAI NST THE ENCUMBRANCER OR OWNER
TERM NATES.

(8) A MORTGAGE IS A CONSTRUCTI ON MORTGAGE TO THE EXTENT THAT
| T SECURES AN OBLI GATI ON | NCURRED FOR THE CONSTRUCTI ON OF AN
| MPROVEMENT ON LAND, | NCLUDI NG THE ACQUI SI TI ON COST OF THE LAND,
| F A RECORDED RECORD OF THE MORTGAGE SO | NDI CATES. EXCEPT AS
OTHERW SE PROVI DED | N SUBSECTI ONS (5) AND (6), A SECURITY | NTER-
EST IN FI XTURES | S SUBORDI NATE TO A CONSTRUCTI ON MORTGAGE | F A
RECORD OF THE MORTGAGE | S RECORDED BEFORE THE GOODS BECOVE FI X-
TURES AND THE GOCDS BECOVE FI XTURES BEFORE THE COVPLETI ON OF THE
CONSTRUCTI ON. A MORTGAGE HAS THIS PRIORI TY TO THE SAVE EXTENT AS
A CONSTRUCTI ON MORTGAGE TO THE EXTENT THAT IT IS G VEN TO REFI -
NANCE A CONSTRUCTI ON MORTGAGE.

(9) A PERFECTED SECURI TY | NTEREST I N CROPS GROWN NG ON REAL
PROPERTY HAS PRI ORI TY OVER A CONFLI CTI NG | NTEREST OF AN ENCUM
BRANCER OR OWNER OF THE REAL PROPERTY | F THE DEBTOR HAS AN | NTER-
EST OR RECORD IN OR IS I N POSSESSI ON OF THE REAL PROPERTY.

SEC. 9335. (1) A SECURITY | NTEREST MAY BE CREATED I N AN
ACCESSI ON AND CONTI NUES | N COLLATERAL THAT BECOMVES AN ACCESSI ON.
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(2) |F A SECURI TY | NTEREST |'S PERFECTED WHEN THE COLLATERAL
BECOMES AN ACCESSI ON, THE SECURI TY | NTEREST REMAI NS PERFECTED | N
THE COLLATERAL.

(3) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (4), THE
OTHER PROVI SI ONS OF THI' S PART DETERM NE THE PRI ORI TY OF A SECUR-
| TY | NTEREST | N AN ACCESSI ON

(4) A SECURI TY | NTEREST I N AN ACCESSI ON | S SUBORDI NATE TO A
SECURI TY | NTEREST | N THE WHOLE WHI CH | S PERFECTED BY COWPLI ANCE
W TH THE REQUI REMENTS OF A CERTI FI CATE- OF- TI TLE STATUTE UNDER
SECTI ON 9311(2).

(5) AFTER DEFAULT, SUBJECT TO PART 6 OF THI S ARTICLE, A
SECURED PARTY MAY REMOVE AN ACCESSI ON FROM OTHER GOODS | F THE
SECURI TY | NTEREST | N THE ACCESSI ON HAS PRI ORI TY OVER THE CLAI MB
OF EVERY PERSON HAVI NG AN | NTEREST | N THE WHOLE.

(6) A SECURED PARTY THAT REMOVES AN ACCESSI ON FROM OTHER
GOODS UNDER SUBSECTI ON (5) SHALL PROVPTLY REI MBURSE ANY HOLDER OF
A SECURI TY | NTEREST OR OTHER LI EN ON, OR OANER OF, THE WHOLE OR
OF THE OTHER GOODS, OTHER THAN THE DEBTOR, FOR THE COST OF REPAIR
OF ANY PHYSI CAL | NJURY TO THE WHOLE OR THE OTHER GOODS. THE
SECURED PARTY NEED NOT REI MBURSE THE HOLDER OR OANER FOR ANY DI M
I NUTI ON I N VALUE OF THE WHOLE OR THE OTHER GOODS CAUSED BY THE
ABSENCE OF THE ACCESSI ON REMOVED OR BY ANY NECESSI TY FOR REPLAC-
ING I T. A PERSON ENTI TLED TO RElI MBURSEMENT MAY REFUSE PERM SSI ON
TO REMOVE UNTI L THE SECURED PARTY G VES ADEQUATE ASSURANCE FOR
THE PERFORVANCE OF THE OBLI GATI ON TO REI MBURSE
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SEC. 9336. (1) AS USED IN THI S SECTI ON, "COWM NGLED GOODS"
MEANS GOODS THAT ARE PHYSI CALLY UNI TED W TH OTHER GOODS | N SUCH A
MANNER THAT THEIR I DENTITY IS LOST IN A PRODUCT OR MASS.

(2) A SECURI TY | NTEREST DOES NOT EXI ST | N COVM NGLED GOODS
AS SUCH. HOWEVER, A SECURI TY | NTEREST MAY ATTACH TO A PRODUCT OR
MASS THAT RESULTS WHEN GOODS BECOVE COWMM NGLED GOCDS.

(3) | F COLLATERAL BECOMVES COWM NGLED GOODS, A SECURI TY
| NTEREST ATTACHES TO THE PRODUCT OR MASS.

(4) |F A SECURI TY | NTEREST | N COLLATERAL | 'S PERFECTED BEFORE
THE COLLATERAL BECOVES COVM NGLED GOODS, THE SECURI TY | NTEREST
THAT ATTACHES TO THE PRODUCT OR MASS UNDER SUBSECTION (3) IS
PERFECTED.

(5) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (6), THE
OTHER PROVI SI ONS OF THI'S PART DETERM NE THE PRI ORI TY OF A SECUR-
| TY | NTEREST THAT ATTACHES TO THE PRODUCT OR MASS UNDER SUBSEC-
TION (3).

(6) |F MORE THAN 1 SECURI TY | NTEREST ATTACHES TO THE PRODUCT
OR MASS UNDER SUBSECTI ON (3), THE FOLLOWN NG RULES DETERM NE
PRI ORI TY:

(A) A SECURI TY | NTEREST THAT |'S PERFECTED UNDER SUBSECTI ON
(4) HAS PRI ORI TY OVER A SECURI TY | NTEREST THAT |'S UNPERFECTED AT
THE TI ME THE COLLATERAL BECOMVES COVM NGLED GOODS

(B) |F MORE THAN 1 SECURI TY | NTEREST |'S PERFECTED UNDER SUB-
SECTI ON (4), THE SECURI TY | NTERESTS RANK EQUALLY | N PROPORTI ON TO
THE VALUE OF THE COLLATERAL AT THE TIME | T BECAVE COVM NGLED
GOODS.
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SEC. 9337. |IF, WH LE A SECURITY I NTEREST I N GOODS | S
PERFECTED BY ANY METHOD UNDER THE LAW OF ANOTHER JURI SDI CTI ON,
TH' S STATE | SSUES A CERTI FI CATE OF TI TLE THAT DOES NOT SHOW THAT
THE GOODS ARE SUBJECT TO THE SECURI TY | NTEREST OR CONTAIN A
STATEMENT THAT THEY MAY BE SUBJECT TO SECURI TY | NTERESTS NOT
SHOM ON THE CERTI FI CATE, BOTH OF THE FOLLOW NG APPLY:

(A) A BUYER OF THE GOODS, OTHER THAN A PERSON I N THE BUSI -
NESS OF SELLI NG GOODS OF THAT KIND, TAKES FREE OF THE SECURI TY
| NTEREST | F THE BUYER G VES VALUE AND RECEI VES DELI VERY OF THE
GO0DS AFTER | SSUANCE OF THE CERTI FI CATE AND W THOUT KNOWL.EDGE OF
THE SECURI TY | NTEREST.

(B) THE SECURI TY | NTEREST | S SUBORDI NATE TO A CONFLI CTI NG
SECURI TY | NTEREST I N THE GOODS THAT ATTACHES, AND | S PERFECTED
UNDER SECTI ON 9311(2), AFTER | SSUANCE OF THE CERTI FI CATE AND
W THOUT THE CONFLI CTI NG SECURED PARTY’ S KNOALEDGE OF THE SECURI TY
| NTERESTS.

SEC. 9338. |F A SECURITY | NTEREST OR AGRI CULTURAL LIEN IS
PERFECTED BY A FI LED FI NANCI NG STATEMENT PROVI DI NG | NFORVATI ON
DESCRI BED | N SECTI ON 9516(2) (E) THAT 1S | NCORRECT AT THE TI ME THE
FI NANCI NG STATEMENT IS FI LED, ALL OF THE FOLLOW NG APPLY:

(A) THE SECURI TY | NTEREST OR ACRI CULTURAL LIEN IS SUBORDI -
NATE TO A CONFLI CTI NG PERFECTED SECURI TY | NTEREST | N THE COLLAT-
ERAL TO THE EXTENT THAT THE HOLDER OF THE CONFLI CTI NG SECURI TY
| NTEREST A VES VALUE | N REASONABLE RELI ANCE UPON THE | NCORRECT
| NFORVATI ON.

(B) A PURCHASER, OTHER THAN A SECURED PARTY, OF THE
COLLATERAL TAKES FREE OF THE SECURI TY | NTEREST OR AGRI CULTURAL
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LI EN TO THE EXTENT THAT, | N REASONABLE RELI ANCE UPON THE
I NCORRECT | NFORMATI ON, THE PURCHASER G VES VALUE AND, | N THE CASE
OF CHATTEL PAPER, DOCUMENTS, GOODS, | NSTRUMENTS, OR A SECURITY
CERTI FI CATE, RECEI VES DELI VERY OF THE COLLATERAL.

SEC. 9339. TH' S ARTI CLE DCES NOI' PRECLUDE SUBORDI NATI ON BY
AGREEMENT BY A PERSON ENTI TLED TO PRI ORI TY.

SUBPART 4. RIGHTS OF BANK

SEC. 9340. (1) EXCEPT AS OTHERW SE PROVI DED I N SUBSECTI ON

(3), A BANK WTH WHI CH A DEPCSI T ACCOUNT IS MAI NTAI NED MAY EXER-

Cl SE ANY RI GHT OF RECOUPMENT OR SETOFF AGAI NST A SECURED PARTY
THAT HOLDS A SECURI TY | NTEREST | N THE DEPOSI T ACCOUNT.

(2) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTION (3), THE
APPLI CATION OF TH S ARTI CLE TO A SECURI TY | NTEREST | N A DEPCSI T
ACCOUNT DCES NOT AFFECT A RI GHT OF RECOUPMENT OR SETOFF OF THE
SECURED PARTY AS TO A DEPOSI T ACCOUNT NAI NTAI NED W TH THE SECURED
PARTY.

(3) THE EXERCI SE BY A BANK OF A SETOFF AGAI NST A DEPCSI T
ACCOUNT I S | NEFFECTI VE AGAI NST A SECURED PARTY THAT HOLDS A
SECURI TY | NTEREST I N THE DEPCSI T ACCOUNT THAT | S PERFECTED BY
CONTROL UNDER SECTION 9104(1)(C), IF THE SETOFF IS BASED ON A
CLAI M AGAI NST THE DEBTOR

SEC. 9341. EXCEPT AS OTHERW SE PROVI DED I N SECTI ON 9340( 3),
AND UNLESS THE BANK OTHERW SE AGREES | N AN AUTHENTI CATED RECORD,
A BANK' S RI GHTS AND DUTI ES W TH RESPECT TO A DEPOSI T ACCOUNT
MAI NTAI NED W TH THE BANK ARE NOT TERM NATED, SUSPENDED, OR MODI -
FIED BY 1 OR MORE OF THE FOLLOW NG
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(A) THE CREATI ON, ATTACHMVENT, OR PERFECTION OF A SECURI TY
| NTEREST | N THE DEPOSI T ACCOUNT.

(B) THE BANK'S KNOALEDGE OF THE SECURI TY | NTEREST.

(© THE BANK' S RECEI PT OF | NSTRUCTI ONS FROM THE SECURED
PARTY.

SEC. 9342. TH S ARTI CLE DCES NOI' REQUI RE A BANK TO ENTER
| NTO AN AGREEMENT OF THE KI ND DESCRI BED | N SECTI ON 9104(1)(B),
EVEN | F I TS CUSTOMER SO REQUESTS OR DI RECTS. A BANK THAT HAS
ENTERED | NTO SUCH AN AGREEMENT IS NOT REQUI RED TO CONFI RM THE
EXI STENCE OF THE AGREEMENT TO ANOTHER PERSON UNLESS REQUESTED TO
DO SO BY I TS CUSTOVER

PART 4
—HHHNG- RIGHTS OF THI RD PARTI ES
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(1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (2) AND SEC
TI ONS 9406, 9407, 9408, AND 9409, WHETHER A DEBTOR' S RI GHTS I N
COLLATERAL MAY BE VOLUNTARI LY OR | NVOLUNTARI LY TRANSFERRED | S
GOVERNED BY LAW OTHER THAN THI S ARTI CLE.

(2) AN AGREEMENT BETWEEN THE DEBTOR AND SECURED PARTY THAT
PROHI BI TS A TRANSFER OF THE DEBTOR S RI GHTS I N COLLATERAL OR
MAKES THE TRANSFER A DEFAULT DCES NOT PREVENT THE TRANSFER FROM
TAKI NG EFFECT.

Sec. 9402. —(b—Afinancing staterment—s——suffierent—fF—it
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26 mentatton—of—conputer—asststed—searches— THE EXI STENCE OF A

27

SECURI TY | NTEREST, AGRI CULTURAL LIEN, OR AUTHORI TY G VEN TO A
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DEBTOR TO DI SPOSE OF OR USE COLLATERAL, W THOUT MORE, DOES NOT
SUBJECT A SECURED PARTY TO LIABILITY I N CONTRACT OR TORT FOR THE
DEBTOR S ACTS OR OM SSI ONS.

Sec. 9403. —(I)—Presentationfor—fiHngofafinancing
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(1) AS USED IN THI S SECTI ON, "VALUE" HAS THE MEANI NG PRO-
VIDED I N SECTI ON 3303(1).

(2) EXCEPT AS OTHERW SE PROVI DED I N THI S SECTI ON, AN AGREE-
MENT BETWEEN AN ACCOUNT DEBTOR AND AN ASSI GNOR NOT TO ASSERT
AGAI NST AN ASSI GNEE ANY CLAI M OR DEFENSE THAT THE ACCOUNT DEBTOR
MAY HAVE AGAI NST THE ASSI GNOR | S ENFORCEABLE BY AN ASSI GNEE THAT
TAKES AN ASSI GNVENT FOR VALUE, | N GOCD FAITH, W THOUT NOTICE OF A
CLAIM OF A PROPERTY OR PCSSESSORY RI GHT TO THE PROPERTY ASSI GNED,

02120’ 99 (S-1)
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AND W THOUT NOTI CE OF A DEFENSE OR CLAI M I N RECOUPMENT OF THE
TYPE THAT MAY BE ASSERTED AGAI NST A PERSON ENTI TLED TO ENFORCE A
NEGOT| ABLE | NSTRUMENT UNDER SECTI ON 3305(1).

(3) SUBSECTION (2) DOES NOT APPLY TO DEFENSES OF A TYPE THAT
MAY BE ASSERTED AGAI NST A HOLDER I'N DUE COURSE OF A NEGOTI ABLE
| NSTRUMVENT UNDER SECTI ON 3305(2) .

(4) I'N A CONSUMER TRANSACTI ON, | F A RECORD EVI DENCES THE
ACCOUNT DEBTOR S OBLI GATI ON, LAW OTHER THAN THI S ARTI CLE REQUI RES
THAT THE RECORD | NCLUDE A STATEMENT TO THE EFFECT THAT THE RI GHTS
OF AN ASSI GNEE ARE SUBJECT TO CLAI M5 OR DEFENSES THAT THE ACCOUNT
DEBTOR COULD ASSERT AGAI NST THE ORI G NAL OBLI GEE, AND THE RECORD
DCES NOT | NCLUDE SUCH A STATEMENT, ALL OF THE FOLLOW NG APPLY:

(A) THE RECORD HAS THE SAMVE EFFECT AS | F THE RECORD | NCLUDED
SUCH A STATEMENT.

(B) THE ACCOUNT DEBTOR MAY ASSERT AGAI NST AN ASSI GNEE THOSE
CLAI M5 AND DEFENSES THAT WOULD HAVE BEEN AVAI LABLE | F THE RECORD
| NCLUDED SUCH A STATEMENT.

(5) THI'S SECTION I S SUBJECT TO LAW OTHER THAN THI S ARTI CLE
THAT ESTABLI SHES A DI FFERENT RULE FOR AN ACCOUNT DEBTOR WHO | S AN
I NDI VI DUAL AND WHO | NCURRED THE OBLI GATI ON PRI MARI LY FOR PERSON-
AL, FAMLY, OR HOUSEHOLD PURPCSES.

(6) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTION (4), TH'S
SECTI ON DOES NOT DI SPLACE LAW OTHER THAN THI S ARTI CLE THAT G VES
EFFECT TO AN AGREEMENT BY AN ACCOUNT DEBTOR NOT TO ASSERT A CLAI M
OR DEFENSE AGAI NST AN ASSI GNEE.

Sec. 9404. —(bH—tH—afinancingstaterent—coveringconsurrer
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(1) UNLESS AN ACCOUNT DEBTOR HAS MADE AN ENFORCEABLE AGREE-
MENT NOT TO ASSERT DEFENSES OR CLAI MS, AND SUBJECT TO SUBSECTI ONS
(2) THROUGH (5), THE RI GHTS OF AN ASSI GNEE ARE SUBJECT TO ALL OF
THE FOLLOW NG

(A) ALL TERMS OF THE AGREEMENT BETWEEN THE ACCOUNT DEBTCOR
AND ASS|I GNOR AND ANY DEFENSE OR CLAI M | N RECOUPMENT ARI SI NG FROM
THE TRANSACTI ON THAT GAVE RI SE TO THE CONTRACT.

(B) ANY OTHER DEFENSE OR CLAI M OF THE ACCOUNT DEBTOR AGAI NST
THE ASSI GNOR THAT ACCRUES BEFORE THE ACCOUNT DEBTOR RECEI VES A
NOTI FI CATI ON OF THE ASSI GNMENT AUTHENTI CATED BY THE ASSI GNOR OR
THE ASSI GNEE.

(2) SUBJECT TO SUBSECTI ON (3) AND EXCEPT AS OTHERW SE PRO-
VIDED I N SUBSECTI ON (4), THE CLAIM OF AN ACCOUNT DEBTOR AGAI NST
AN ASSI GNOR MAY BE ASSERTED AGAI NST AN ASSI GNEE UNDER SUBSECTI ON
(1) ONLY TO REDUCE THE AMOUNT THE ACCOUNT DEBTOR OVES.

(3) THIS SECTION | S SUBJECT TO LAW OTHER THAN THI S ARTI CLE
THAT ESTABLI SHES A DI FFERENT RULE FOR AN ACCOUNT DEBTOR WHO | S AN
I NDI VI DUAL AND WHO | NCURRED THE OBLI GATI ON PRI MARI LY FOR PERSON-
AL, FAMLY, OR HOUSEHOLD PURPCSES.

02120’ 99 (S-1)
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(4) I'N A CONSUMER TRANSACTI ON, | F A RECORD EVI DENCES THE
ACCOUNT DEBTOR S OBLI GATI ON, LAW OTHER THAN THI S ARTI CLE REQUI RES
THAT THE RECORD | NCLUDE A STATEMENT TO THE EFFECT THAT THE
ACCOUNT DEBTOR S RECOVERY AGAI NST AN ASSI GNEE W TH RESPECT TO
CLAI M5 AND DEFENSES AGAI NST THE ASSI GNOR MAY NOT EXCEED AMOUNTS
PAI D BY THE ACCOUNT DEBTOR UNDER THE RECORD, AND THE RECORD DCES
NOT | NCLUDE SUCH A STATEMENT, THE EXTENT TO WHI CH A CLAIM OF AN
ACCOUNT DEBTOR AGAI NST THE ASSI GNOR MAY BE ASSERTED AGAI NST AN
ASSI GNEE | S DETERM NED AS | F THE RECORD | NCLUDED SUCH A
STATEMENT.

(5) THI'S SECTI ON DOES NOT APPLY TO AN ASSI GNVENT OF A
HEALTH- CARE- | NSURANCE RECEI VABLE.

Sec. 9405. —(I)—Afinancing statement—ay disctose—an

02120’ 99 (S-1)
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(1) A MODI FI CATI ON OF OR SUBSTI TUTI ON FOR AN ASSI GNED CON-
TRACT IS EFFECTI VE AGAI NST AN ASSI GNEE | F MADE | N GOOD FAI TH.

THE ASSI GNEE ACQUI RES CORRESPONDI NG RI GHTS UNDER THE MODI FI ED OR
SUBSTI TUTED CONTRACT. THE ASSI GNMENT NMAY PROVI DE THAT THE MODI -
FI CATI ON OR SUBSTI TUTI ON | S A BREACH OF CONTRACT BY THE

ASSI GNOR.  THI'S SUBSECTION IS SUBJECT TO SUBSECTI ONS (2) THROUGH
(4).

(2) SUBSECTION (1) APPLIES TO THE EXTENT THAT THE RI GHT TO
PAYMENT OR A PART THERECF UNDER AN ASS|I GNED CONTRACT HAS NOT BEEN
FULLY EARNED BY PERFORVMANCE, OR TO THE EXTENT THAT THE RI GHT TO
PAYMENT OR A PART THERECF HAS BEEN FULLY EARNED BY PERFORVMANCE
AND THE ACCOUNT DEBTOR HAS NOT RECEI VED NOTI FI CATI ON OF THE
ASS| GNVENT UNDER SECTI ON 9406( 1) .

(3) THIS SECTION | S SUBJECT TO LAW OTHER THAN THI S ARTI CLE
THAT ESTABLI SHES A DI FFERENT RULE FOR AN ACCOUNT DEBTOR WHO | S AN
I NDI VI DUAL AND WHO | NCURRED THE OBLI GATI ON PRI MARI LY FOR
PERSONAL, FAM LY, OR HOUSEHOLD PURPOCSES.
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(4) TH'S SECTI ON DOES NOT APPLY TO AN ASSI GNMVENT OF A
HEALTH- CARE- | NSURANCE RECEI VABLE.

Sec. 9406. —A-—secured—party of recordrmay by his—or—her

(1) SUBJECT TO SUBSECTI ONS (2) THROUGH (9), AN ACCOUNT
DEBTOR ON AN ACCOUNT, CHATTEL PAPER, OR A PAYMENT | NTANG BLE MAY
DI SCHARGE | TS OBLI GATI ON BY PAYI NG THE ASSI GNOR UNTIL, BUT NOT

02120’ 99 (S-1)
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AFTER, THE ACCOUNT DEBTOR RECEI VES A NOTI FI CATI ON, AUTHENTI CATED
BY THE ASSI GNOR OR THE ASSI GNEE, THAT THE AMOUNT DUE OR TO BECOME
DUE HAS BEEN ASS|I GNED AND THAT PAYMENT IS TO BE MADE TO THE

ASSI GNEE. AFTER RECEI PT OF THE NOTI FI CATI ON, THE ACCOUNT DEBTOR
MAY DI SCHARGE | TS OBLI GATI ON BY PAYI NG THE ASSI GNEE AND MAY NOT
DI SCHARGE THE OBLI GATI ON BY PAYI NG THE ASSI GNOR

(2) SUBJECT TO SUBSECTI ON (8), NOTIFICATION IS | NEFFECTI VE
UNDER SUBSECTION (1) IF 1 OR MORE OF THE FOLLOW NG APPLY:

(A) I'F NOTI FI CATI ON DOES NOT REASONABLY | DENTI FY THE RI GHTS
ASSI GNED.

(B) TO THE EXTENT THAT AN AGREEMENT BETWEEN AN ACCOUNT
DEBTOR AND A SELLER OF A PAYMENT | NTANG BLE LIM TS THE ACCOUNT
DEBTOR S DUTY TO PAY A PERSON OTHER THAN THE SELLER AND THE LI M -
TATI ON | S EFFECTI VE UNDER LAW OTHER THAN THI S ARTI CLE.

(© AT THE OPTI ON OF AN ACCOUNT DEBTOR, |F THE NOTI FI CATI ON
NOTI FI ES THE ACCOUNT DEBTOR TO MAKE LESS THAN THE FULL AMOUNT OF
ANY | NSTALLMENT OR OTHER PERI CDI C PAYMENT TO THE ASSI GNEE, EVEN
IF 1 OR MORE OF THE FOLLOW NG OCCUR:

(i) ONLY A PORTI ON OF THE ACCOUNT, CHATTEL PAPER, OR PAYMENT
| NTANG BLE HAS BEEN ASSI GNED TO THAT ASSI GNEE.

(i) A PORTI ON HAS BEEN ASSI GNED TO ANOTHER ASSI GNEE.

(iii) THE ACCOUNT DEBTOR KNOWAS THAT THE ASSI GNMVENT TO THAT
ASSI GNEE | S LI M TED.

(3) SUBJECT TO SUBSECTI ON (8), |IF REQUESTED BY THE ACCOUNT
DEBTOR, AN ASS| GNEE SHALL SEASONABLY FURNI SH REASONABLE PROOF
THAT THE ASSI GNVENT HAS BEEN MADE. UNLESS THE ASSI GNEE COMPLI ES,
THE ACCOUNT DEBTOR MAY DI SCHARGE | TS OBLI GATI ON BY PAYI NG THE

02120’ 99 (S-1)
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ASSI GNOR, EVEN | F THE ACCOUNT DEBTOR HAS RECEI VED A NOTI FI CATI ON
UNDER SUBSECTI ON (1).

(4) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (5) AND SEC-
TI ONS 2A303 AND 9407, AND SUBJECT TO SUBSECTI ON (8), A TERM I N AN
AGREEMENT BETWEEN AN ACCOUNT DEBTOR AND AN ASSI GNOR OR I N A PROM
| SSORY NOTE |'S | NEFFECTI VE TO THE EXTENT THAT | T DOES 1 OR MORE
OF THE FOLLOW NG

(A) PROHIBI TS, RESTRICTS, OR REQUI RES THE CONSENT OF THE
ACCOUNT DEBTOR OR PERSON OBLI GATED ON THE PROM SSORY NOTE TO THE
ASSI GNVENT OR TRANSFER OF, OR THE CREATI ON, ATTACHVENT, PERFEC-
TION, OR ENFORCEMENT OF A SECURI TY | NTEREST I N, THE ACCOUNT
CHATTEL PAPER, PAYMENT | NTANG BLE, OR PROM SSORY NOTE.

(B) PROVI DES THAT THE ASSI GNMENT OR TRANSFER OR THE CRE-

ATI ON, ATTACHVENT, PERFECTI ON, OR ENFORCEMENT OF THE SECURI TY

| NTEREST MAY G VE RI SE TO A DEFAULT, BREACH, Rl GHT OF RECOUPMENT,
CLAIM DEFENSE, TERM NATI ON, RI GHT OF TERM NATI ON, OR REMEDY
UNDER THE ACCOUNT, CHATTEL PAPER, PAYMENT | NTANG BLE, OR PROM S-
SORY NOTE.

(5) SUBSECTI ON (4) DOES NOT APPLY TO THE FOLLOW NG

(A) A CLAIM OR RI GHT TO RECEI VE AN AMOUNT THAT WOULD BE
EXCLUDED FROM GROSS | NCOVE UNDER SECTI ON 104(a) (1) OR (2) OF THE
| NTERNAL REVENUE CODE OF 1986, 26 U.S.C. 104.

(B) A CLAIM OR RI GHT TO RECEI VE BENEFI TS FROM A SPECI AL
NEEDS TRUST. FOR PURPCSES OF THI'S SUBDI VI SI ON, A "SPECI AL NEEDS
TRUST" 1S A TRUST DESCRI BED | N SECTI ON 1917(d) (4) (A), (B), OR (O
OF TITLE XI X OF THE SOCI AL SECURI TY ACT, 42 U.S.C. 1396p

02120’ 99 (S-1)
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(© THE SALE OF A PAYMENT | NTANG BLE OR PROM SSORY NOTE.

(6) EXCEPT AS OTHERW SE PROVI DED | N SECTI ONS 2A303 AND 9407
AND SUBJECT TO SUBSECTI ONS (8) AND (9), A RULE OF LAW STATUTE,
OR REGULATI ON, THAT PROHI BI TS, RESTRI CTS, OR REQUI RES THE CONSENT
OF A GOVERNMENT, GOVERNMVENTAL BODY OR OFFI C AL, OR ACCOUNT DEBTOR
TO THE ASSI GNVENT OR TRANSFER OF, OR CREATI ON OF A SECURITY
I NTEREST | N, AN ACCOUNT OR CHATTEL PAPER | S | NEFFECTI VE TO THE
EXTENT THAT THE RULE OF LAW STATUTE, OR REGULATI ON DOES 1 OR
MORE OF THE FOLLOW NG

(A) PROH BITS, RESTRICTS, OR REQUI RES THE CONSENT OF THE
GOVERNMENT, GOVERNMENTAL BCODY OR OFFI CI AL, OR ACCOUNT DEBTOR TO
THE ASSI GNMENT OR TRANSFER OF, OR THE CREATI ON, ATTACHVENT, PER-
FECTI ON, OR ENFORCEMENT OF A SECURITY I NTEREST I N, THE ACCOUNT OR
CHATTEL PAPER

(B) PROVI DES THAT THE ASSI GNVENT OR TRANSFER OR THE CRE-
ATI ON, ATTACHVENT, PERFECTI ON, OR ENFORCEMENT OF THE SECURI TY
| NTEREST MAY G VE RI SE TO A DEFAULT, BREACH, RI GHT OF RECOUPMENT,
CLAIM DEFENSE, TERM NATI ON, RI GHT OF TERM NATI ON, OR REMEDY
UNDER THE ACCOUNT OR CHATTEL PAPER

(7) SUBJECT TO SUBSECTI ON (8), AN ACCOUNT DEBTCOR MAY NOT
VWAI VE OR VARY I TS OPTI ON UNDER SUBSECTI ON (2) (C).

(8) THI'S SECTION I S SUBJECT TO LAW OTHER THAN THI S ARTI CLE
THAT ESTABLI SHES A DI FFERENT RULE FOR AN ACCOUNT DEBTOR WHO | S AN
I NDI VI DUAL AND WHO | NCURRED THE OBLI GATI ON PRI MARI LY FOR PERSON-
AL, FAMLY, OR HOUSEHOLD PURPCSES.

(9) THI'S SECTI ON DOES NOT APPLY TO AN ASSI GNMVENT OF A
HEALTH- CARE- | NSURANCE RECEI VABLE.
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Sec. 9407. —(b—tfthepersonfitHngafihancing staterent
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(1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTION (2), A TERM
IN A LEASE AGREEMENT | S | NEFFECTI VE TO THE EXTENT THAT I T DOES 1
OR MORE OF THE FOLLOW NG

(A) PROH BITS, RESTRICTS, OR REQUI RES THE CONSENT OF A PARTY
TO THE LEASE TO THE ASSI GNVENT OR TRANSFER OF, OR THE CREATI ON,
ATTACHVENT, PERFECTI ON, OR ENFORCEMENT OF A SECURI TY | NTEREST | N,
AN | NTEREST OF A PARTY UNDER THE LEASE CONTRACT OR I N THE
LESSOR S RESI DUAL | NTEREST | N THE GOODS.

(B) PROVI DES THAT THE ASSI GNVENT OR TRANSFER OR THE CRE-

ATI ON, ATTACHVENT, PERFECTI ON, OR ENFORCEMENT OF THE SECURI TY

| NTEREST MAY G VE RI SE TO A DEFAULT, BREACH, RI GHT OF RECOUPMENT,
CLAIM DEFENSE, TERM NATI ON, RI GHT OF TERM NATI ON, OR REMEDY
UNDER THE LEASE.

(2) EXCEPT AS OTHERW SE PROVI DED | N SECTI ON 2A303(7), A TERM
DESCRI BED | N SUBSECTI ON (1) (B) IS EFFECTI VE TO THE EXTENT THAT
THERE IS 1 OR MORE OF THE FOLLOW NG

(A) A TRANSFER BY THE LESSEE OF THE LESSEE S RI GHT OF PCS-
SESSI ON OR USE OF THE GOCDS | N VI OLATI ON OF THE TERM

(B) A DELEGATI ON OF A MATERI AL PERFORVANCE OF ElI THER PARTY
TO THE LEASE CONTRACT | N VI OLATI ON OF THE TERM

(3) THE CREATI ON, ATTACHMVENT, PERFECTI ON, OR ENFORCEMENT OF
A SECURI TY | NTEREST I N THE LESSOR S | NTEREST UNDER THE LEASE CON-
TRACT OR THE LESSOR' S RESI DUAL | NTEREST I N THE GOCDS |'S NOT A
TRANSFER THAT MATERI ALLY | MPAI RS THE LESSEE' S PROSPECT OF
OBTAI NI NG RETURN PERFORMANCE OR MATERI ALLY CHANGES THE DUTY OF OR

02120’ 99 (S-1)
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MATERI ALLY | NCREASES THE BURDEN OR RI SK | MPOSED ON THE LESSEE
W THI N THE PURVI EW OF SECTI ON 2A303(4) UNLESS, AND THEN ONLY TO
THE EXTENT THAT, ENFORCEMENT ACTUALLY RESULTS I N A DELEGATI ON OF
MATERI AL PERFORVMANCE OF THE LESSOR

Sec. 9408. Regi-S

(1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTION (2) OR (4), A
TERM | N A PROM SSORY NOTE OR | N AN AGREEMENT BETWEEN AN ACCOUNT
DEBTOR AND A DEBTOR THAT RELATES TO A HEALTH CARE- | NSURANCE
RECEI VABLE OR A GENERAL | NTANG BLE, | NCLUDI NG A CONTRACT, PERM T,
LI CENSE, OR FRANCHI SE, AND WHI CH TERM PROHI BI TS, RESTRI CTS, OR
REQUI RES THE CONSENT OF THE PERSON OBLI GATED ON THE PROM SSCRY
NOTE OR THE ACCOUNT DEBTOR TO, THE ASSI GNVENT OR TRANSFER OF, OR
CREATI ON, ATTACHMENT, OR PERFECTI ON OF A SECURI TY | NTEREST I N,
THE PROM SSORY NOTE, HEALTH CARE- | NSURANCE RECEI VABLE, OR GENERAL
| NTANG BLE, 1S | NEFFECTI VE TO THE EXTENT THAT THE TERM DOES 1 OR
MORE OF THE FOLLOW NG

(A) WOULD | MPAI R THE CREATI ON, ATTACHMENT, OR PERFECTI ON OF
A SECURI TY | NTEREST.

(B) PROVI DES THAT THE ASSI GNMENT OR TRANSFER OR THE
CREATI ON, ATTACHMENT, OR PERFECTI ON OF THE SECURI TY | NTEREST MAY

02120’ 99 (S-1)
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G VE RISE TO A DEFAULT, BREACH, RI GHT OF RECOUPMENT, CLAIM
DEFENSE, TERM NATI ON, RI GHT OF TERM NATI ON, OR REMEDY UNDER THE
PROM SSORY NOTE, HEALTH- CARE- | NSURANCE RECEI VABLE, OR GENERAL
| NTANG BLE.

(2) SUBSECTION (1) APPLIES TO A SECURITY | NTEREST I N A PAY-
MENT | NTANG BLE OR PROM SSORY NOTE ONLY | F THE SECURI TY | NTEREST
ARI SES OQUT OF A SALE OF THE PAYMENT | NTANG BLE OR PROM SSORY
NOTE.

(3) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTION (4), A RULE
OF LAW STATUTE, OR REGULATI ON THAT PROHI BI TS, RESTRICTS, OR
REQUI RES THE CONSENT OF A GOVERNMENT, GOVERNMENTAL BCODY OR OFFI -
Cl AL, PERSON OBLI GATED ON A PROM SSORY NOTE, OR ACCOUNT DEBTOR TO
THE ASSI GNMENT OR TRANSFER OF, OR CREATI ON OF A SECURI TY | NTEREST
I'N, A PROM SSORY NOTE, HEALTH- CARE- | NSURANCE RECEI VABLE, OR CEN-
ERAL | NTANG BLE, | NCLUDI NG A CONTRACT, PERM T, LI CENSE, OR FRAN-
CH SE BETWEEN AN ACCOUNT DEBTOR AND A DEBTOR, | S I NEFFECTI VE TO
THE EXTENT THAT THE RULE OF LAW STATUTE, OR REGULATI ON DOES 1 OR
MORE OF THE FOLLOW NG

(A) WOULD | MPAI R THE CREATI ON, ATTACHMENT, OR PERFECTI ON OF
A SECURI TY | NTEREST.

(B) PROVI DES THAT THE ASSI GNVENT OR TRANSFER OR THE CRE-
ATI ON, ATTACHVENT, OR PERFECTI ON OF THE SECURI TY | NTEREST MAY
G VE RISE TO A DEFAULT, BREACH, RI GHT OF RECOUPMENT, CLAIM
DEFENSE, TERM NATI ON, RI GHT OF TERM NATI ON, OR REMEDY UNDER THE
PROM SSORY NOTE, HEALTH- CARE- | NSURANCE RECEI VABLE, OR GENERAL
| NTANG BLE.
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(4) TO THE EXTENT THAT A TERM I N A PROM SSORY NOTE OR I N AN
AGREEMENT BETWEEN AN ACCOUNT DEBTOR AND A DEBTOR THAT RELATES TO
A HEALTH- CARE- | NSURANCE RECEI VABLE OR GENERAL | NTANG BLE OR A
RULE OF LAW STATUTE, OR REGULATI ON DESCRI BED I N SUBSECTI ON ( 3)
WOULD BE EFFECTI VE UNDER LAW OTHER THAN THI' S ARTI CLE BUT | S | NEF-
FECTI VE UNDER SUBSECTION (1) OR (3), THE CREATI ON, ATTACHMENT, OR
PERFECTI ON OF A SECURI TY | NTEREST I N THE PROM SSORY NOTE,

HEALTH- CARE- | NSURANCE RECEI VABLE, OR GENERAL | NTANG BLE |'S NOT OR
DCES NOT' DO ALL OF THE FOLLOW NG

(A) 1'S NOT ENFORCEABLE AGAI NST THE PERSON OBLI GATED ON THE
PROM SSORY NOTE OR THE ACCOUNT DEBTOR.

(B) DCES NOT | MPOSE A DUTY OR OBLI GATI ON ON THE PERSON OBLI -
GATED ON THE PROM SSORY NOTE OR THE ACCOUNT DEBTOR

(C) DCES NOTI REQUI RE THE PERSON OBLI GATED ON THE PROM SSCRY
NOTE OR THE ACCOUNT DEBTOR TO RECOGNI ZE THE SECURI TY | NTEREST,
PAY OR RENDER PERFORVANCE TO THE SECURED PARTY, OR ACCEPT PAYMENT
OR PERFORMANCE FROM THE SECURED PARTY.

(D) DCES NOT ENTI TLE THE SECURED PARTY TO USE OR ASSI GN THE
DEBTOR S RI GHTS UNDER THE PROM SSORY NOTE, HEALTH- CARE- | NSURANCE
RECEI VABLE, OR GENERAL | NTANG BLE, | NCLUDI NG ANY RELATED | NFORVA-
TI ON OR MATERI ALS FURNI SHED TO THE DEBTOR | N THE TRANSACTI ON
G VING RISE TO THE PROM SSCRY NOTE, HEALTH- CARE- | NSURANCE RECEI V-
ABLE, OR CGENERAL | NTANG BLE.

(E) DCES NOT ENTI TLE THE SECURED PARTY TO USE, ASSI G\, PCS-
SESS, OR HAVE ACCESS TO ANY TRADE SECRETS OR CONFI DENTI AL | NFOR-
MATI ON OF THE PERSON OBLI GATED ON THE PROM SSORY NOTE OR THE
ACCOUNT DEBTOR.

02120’ 99 (S-1)
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(F) DOES NOT ENTI TLE THE SECURED PARTY TO ENFORCE THE
SECURI TY | NTEREST | N THE PROM SSORY NOTE, HEALTH CARE- | NSURANCE
RECEI VABLE, OR GENERAL | NTANG BLE.

(5) SUBSECTI ONS (1) AND (3) DO NOT APPLY TO ElI THER OF THE
FOLLOW NG

(A) A CLAIM OR RI GHT TO RECEI VE AN AMOUNT THAT WOULD BE
EXCLUDED FROM GROSS | NCOVE UNDER SECTI ON 104(a) (1) OR (2) OF THE
| NTERNAL REVENUE CODE OF 1986, 26 U.S.C. 104.

(B) A CLAIM OR RI GHT TO RECEI VE BENEFI TS FROM A SPECI AL
NEEDS TRUST. FOR PURPCSES OF THI'S SUBDI VI SI ON, A "SPECI AL NEEDS
TRUST" 1S A TRUST DESCRI BED | N SECTI ON 1917(d) (4) (A), (B), OR (O
OF TITLE XI X OF THE SOCI AL SECURI TY ACT, 42 U.S.C. 1396p

Sec. 9409. —Thefees—cottected by thesecretary of state

(1) ATERMIN A LETTER OF CREDIT OR A RULE OF LAW STATUTE,
REGULATI ON, CUSTOM OR PRACTI CE APPLI CABLE TO THE LETTER OF
CREDI T THAT PROH BI TS, RESTRICTS, OR REQUI RES THE CONSENT OF AN
APPLI CANT, | SSUER, OR NOM NATED PERSON TO A BENEFI Cl ARY’ S ASSI G\
MENT OF OR CREATION OF A SECURITY | NTEREST IN A LETTER-OF-CREDI T
RI GHT 1S I NEFFECTI VE TO THE EXTENT THAT THE TERM OR RULE OF LAW

02120’ 99 (S-1)
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STATUTE, REGULATI ON, CUSTOM OR PRACTICE DCES 1 OR MORE OF THE
FOLLOW NG

(A) WOULD | MPAI R THE CREATI ON, ATTACHMENT, OR PERFECTI ON OF
A SECURI TY | NTEREST I N THE LETTER- OF- CREDI T RI GHT.

(B) PROVI DES THAT THE ASSI GNVENT OR THE CREATI ON, ATTACH
MENT, OR PERFECTI ON OF THE SECURI TY | NTEREST MAY G VE RI SE TO A
DEFAULT, BREACH, RI GHT OF RECOUPMENT, CLAI M DEFENSE, TERM NA-
TION, RIGHAT OF TERM NATI ON, OR REMEDY UNDER THE LETTER- OF-CREDI T
Rl GHT.

(2) TO THE EXTENT THAT A TERM IN A LETTER OF CREDIT IS | NEF-
FECTI VE UNDER SUBSECTI ON (1) BUT WOULD BE EFFECTI VE UNDER LAW
OTHER THAN THI S ARTI CLE OR A CUSTOM OR PRACTI CE APPLI CABLE TO THE
LETTER OF CREDI T, TO THE TRANSFER OF A RI GHT TO DRAW OR OTHERW SE
DEMAND PERFORMANCE UNDER THE LETTER OF CREDI T, OR TO THE ASSI G\
MENT OF A RIGHT TO PROCEEDS OF THE LETTER OF CREDI T, THE CRE-

ATI ON, ATTACHVENT, OR PERFECTI ON OF A SECURITY | NTEREST IN THE
LETTER-OF-CREDI T RIGHT, THE TERM I S NOT ENFORCEABLE AGAI NST THE
APPLI CANT, | SSUER, NOM NATED PERSQON, OR TRANSFEREE BENEFI Cl ARY,
| MPOCSES NO DUTI ES OR OBLI GATI ONS ON THE APPLI CANT, | SSUER, NOM -
NATED PERSON, OR TRANSFEREE BENEFI Cl ARY, AND DOES NOT REQUI RE THE
APPLI CANT, | SSUER, NOM NATED PERSQON, OR TRANSFEREE BENEFI Cl ARY TO
RECOGNI ZE THE SECURI TY | NTEREST, PAY OR RENDER PERFORVANCE TO THE
SECURED PARTY, OR ACCEPT PAYMENT OR OTHER PERFORMANCE FROM THE
SECURED PARTY.

PART 5
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(1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (2), THE
OFFI CE I N WHI CH TO FILE A FI NANCI NG STATEMENT TO PERFECT THE
SECURI TY | NTEREST OR AGRI CULTURAL LIEN IS 1 OF THE FOLLOW NG

(A) THE OFFI CE DESI GNATED FOR THE FI LI NG OR RECORDI NG OF A
RECORD OF A MORTGAGE ON THE RELATED REAL PROPERTY, |F THE COLLAT-
ERAL |'S AS- EXTRACTED COLLATERAL OR TI MBER TO BE CUT, OR THE
FI NANCI NG STATEMENT |'S FILED AS A FI XTURE FI LI NG AND THE COLLAT-
ERAL |'S GOODS THAT ARE OR ARE TO BECOME FI XTURES.

(B) THE OFFI CE OF SECRETARY OF STATE IN ALL OTHER CASES,
| NCLUDI NG A CASE | N WHI CH THE COLLATERAL | S GOODS THAT ARE OR ARE
TO BECOMVE FI XTURES AND THE FI NANCI NG STATEMENT |'S NOT FILED AS A
FI XTURE FI LI NG

(2) THE OFFICE IN WHI CH TO FILE A FI NANCI NG STATEMENT TO
PERFECT A SECURI TY | NTEREST | N COLLATERAL, | NCLUDI NG FI XTURES, OF
A TRANSM TTI NG UTI LI TY IS THE OFFI CE OF THE SECRETARY OF STATE
THE FI NANCI NG STATEMENT ALSO CONSTI TUTES A FI XTURE FI LI NG AS TO
THE COLLATERAL | NDI CATED | N THE FI NANCI NG STATEMENT WHI CH IS OR
| S TO BECOVE FI XTURES,

(3) ANY FI NANCI NG STATEMENT FI LED UNDER SUBSECTI ON (1) (A)
W TH A REG STER OF DEEDS AND ANY CONTI NUATI ON STATEMENT, TERM NA-
TI ON STATEMENT, AMENDMVENT, OR ASSI GNVENT RELATI NG TO THE FI NANC-
| NG STATEMENT AND MEETI NG THE FORMAL REQUI SI TES OF TH' S PART
SHALL BE RECORDED BY THE REG STER OF DEEDS, NOTW THSTANDI NG THE
PROVI SI ONS FOR W TNESSI NG AND ACKNOALEDG NG | NSTRUVENTS TO BE
RECORDED | N THE REAL PROPERTY RECORDS CONTAI NED | N SECTI ON 47 OF
1846 RS 65, MCL 565. 47.
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Sec. 9502.

(1) SUBJECT TO SUBSECTI ON (2), A FINANCI NG STATEMENT | S SUF-
FICIENT ONLY IF I T DOES ALL OF THE FOLLOW NG

(A) PROVI DES THE NAME OF THE DEBTOR

(B) PROVI DES THE NAME OF THE SECURED PARTY OR A REPRESENTA-
TIVE OF THE SECURED PARTY.

(O | NDI CATES THE COLLATERAL COVERED BY THE FI NANCI NG
STATEMENT.

(2) EXCEPT AS OTHERW SE PROVI DED | N SECTI ON 9501(2), TO BE
SUFFI ClI ENT, A FI NANCI NG STATEMENT THAT COVERS AS- EXTRACTED
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HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 223

COLLATERAL OR TI MBER TO BE CUT, OR THAT IS FILED AS A FI XTURE

FI LI NG AND COVERS GOODS THAT ARE OR ARE TO BECOVE FI XTURES, MJST
SATI SFY SUBSECTI ON (1) AND ALSO DO ALL OF THE FOLLOW NG

(A) I NDI CATE THAT IT COVERS TH S TYPE OF COLLATERAL.

(B) INDI CATE THAT IT IS TO BE RECORDED | N THE REAL PROPERTY
RECORDS.

(©) PROVI DE A DESCRI PTI ON OF THE REAL PROPERTY TO WHI CH THE
COLLATERAL 1S RELATED SUFFI CI ENT TO G VE CONSTRUCTI VE NOTI CE OF A
MORTGAGE UNDER THE LAW OF THI S STATE | F THE DESCRI PTI ON WERE CON-
TAINED I N A RECORD OF THE MORTGAGE OF THE REAL PROPERTY.

(D) I'F THE DEBTOR DOES NOT HAVE AN | NTEREST OF RECORD I N THE
REAL PROPERTY, PROVI DE THE NAME OF A RECORD OMWNER.

(3) A RECORD OF A MORTGACE | S EFFECTI VE, FROM THE DATE OF
RECORDI NG, AS A FI NANCI NG STATEMENT FI LED AS A FI XTURE FI LI NG OR
AS A FI NANCI NG STATEMENT COVERI NG AS- EXTRACTED COLLATERAL OR
TIMBER TO BE CUT ONLY | F ALL OF THE FOLLOW NG APPLY:

(A) THE RECORD | NDI CATES THE GOODS OR ACCOUNTS THAT I T
COVERS.

(B) THE GOODS ARE OR ARE TO BECOVE FI XTURES RELATED TO THE
REAL PROPERTY DESCRI BED I N THE RECORD OR THE COLLATERAL | S
RELATED TO THE REAL PROPERTY DESCRI BED I N THE RECORD AND | S
AS- EXTRACTED COLLATERAL OR TI MBER TO BE CUT.

(© THE RECORD SATI SFI ES THE REQUI REMENTS FOR A FI NANCI NG
STATEMENT IN THI' S SECTI ON OTHER THAN AN | NDI CATION THAT IT IS TO
BE FILED IN THE REAL PROPERTY RECORDS.

(D) THE RECORD |I'S DULY RECORDED.
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HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 224
(4) A FINANCI NG STATEMENT MAY BE FI LED BEFCRE A SECURI TY
AGREEMENT |'S MADE OR A SECURI TY | NTEREST OTHERW SE ATTACHES.
Sec. 9503. —Untess—otherwise—agreed—a sectredparty

(1) A FI NANCI NG STATEMENT SUFFI Cl ENTLY PROVI DES THE NAMVE OF
THE DEBTOR | F I T MEETS ALL OF THE FOLLOW NG THAT APPLY TO THE
DEBTOR:

(A) IF THE DEBTOR I S A REG STERED ORGANI ZATI ON, ONLY | F THE
FI NANCI NG STATEMENT PROVI DES THE NAME OF THE DEBTOR | NDI CATED ON
THE PUBLI C RECORD OF THE DEBTOR S JURI SDI CTI ON OF ORGANI ZATI ON
VH CH SHONS THE DEBTOR TO HAVE BEEN ORGANI ZED.

(B) I'F THE DEBTOR IS A DECEDENT’ S ESTATE, ONLY I F THE
FI NANCI NG STATEMENT PROVI DES THE NAME OF THE DECEDENT AND | NDI -
CATES THAT THE DEBTOR IS AN ESTATE.

(O IF THE DEBTOR IS A TRUST OR A TRUSTEE ACTI NG W TH
RESPECT TO PROPERTY HELD I N TRUST, ONLY I F THE FI NANCI NG STATE-
MENT DCES BOTH OF THE FOLLOW NG

02120’ 99 (S-1)
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HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 225

(i) PROVI DES THE NAME SPECI FI ED FOR THE TRUST I N I TS ORGANI C
DOCUMENTS OR, |F NO NAME |'S SPECI FI ED, PROVI DES THE NAME OF THE
SETTLOR AND ADDI TI ONAL | NFORMATI ON SUFFI CI ENT TO DI STI NGUI SH THE
DEBTOR FROM OTHER TRUSTS HAVI NG 1 OR MORE OF THE SAME SETTLORS.

(ii) | NDI CATES, |N THE DEBTOR S NAME OR OTHERW SE, THAT THE
DEBTOR IS A TRUST OR |'S A TRUSTEE ACTI NG W TH RESPECT TO PROPERTY
HELD | N TRUST.

(D) I N OTHER CASES, SATISFIES 1 OF THE FOLLOW NG

(i) | F THE DEBTOR HAS A NAME, ONLY | F I T PROVI DES THE | NDI -
VI DUAL OR ORGANI ZATI ONAL NAME OF THE DEBTOR

(i) | F THE DEBTOR DOES NOT HAVE A NAME, ONLY |IF | T PROVI DES
THE NAMES OF THE PARTNERS, MEMBERS, ASSOCI ATES, OR OTHER PERSONS
COVPRI SI NG THE DEBTOR.

(2) A FI NANCI NG STATEMENT THAT PROVI DES THE NAME OF THE
DEBTOR | N ACCORDANCE W TH SUBSECTI ON (1) |'S NOT RENDERED | NEFFEC-
TIVE BY THE ABSENCE OF 1 OR MORE OF THE FOLLOW NG

(A) A TRADE NAME OR OTHER NAME OF THE DEBTOR.

(B) UNLESS REQUI RED UNDER SUBSECTI ON (1) (D) (ii), NAVES OF
PARTNERS, MEMBERS, ASSOCI ATES, OR OTHER PERSONS COWPRI S| NG THE
DEBTOR.

(3) A FI NANCI NG STATEMENT THAT PROVI DES ONLY THE DEBTOR S
TRADE NAME DOES NOT SUFFI Cl ENTLY PROVI DE THE NAME OF THE DEBTOR

(4) FAILURE TO | NDI CATE THE REPRESENTATI VE CAPACI TY OF A
SECURED PARTY OR REPRESENTATI VE OF A SECURED PARTY DOES NOT
AFFECT THE SUFFI Cl ENCY OF A FI NANCI NG STATEMENT.

(5) A FI NANCI NG STATEMENT MAY PROVI DE THE NAME OF MORE THAN
1 DEBTOR AND THE NAME OF MORE THAN 1 SECURED PARTY.

02120’ 99 (S-1)



HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 226
Sec. 9504. —(I)—A—securedparty after—defautt—ray—set—+
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HB 5228, As Passed Senate, December 5, 2000
House Bill No. 5228 228

O—Pa , OdC1—a Al O O a v 10 a a

or—disposttion—of—the—cottateral—tunder—this—artiete— A FI NANCI NG
STATEMENT SUFFI Cl ENTLY | NDI CATES THE COLLATERAL THAT IT COVERS | F

THE FI NANCI NG STATEMENT PROVI DES 1 OF THE FOLLOW NG
(A) A DESCRI PTI ON OF THE COLLATERAL PURSUANT TO SECTI ON
9108.

(B) AN | NDI CATI ON THAT THE FI NANCI NG STATEMENT COVERS ALL
ASSETS OR ALL PERSONAL PROPERTY.

Sec. 9505. —(I)—+f—thedebtor—has—pard60%ofthe—cash
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HB 5228, As Passed Senate, December 5, 2000
House Bill No. 5228 229

(1) A CONSI GNOR, LESSOR, OR OTHER BAI LOR OF GOODS, A LI CEN
SOR, OR A BUYER OF A PAYMENT | NTANG BLE OR PROM SSCRY NOTE MAY
FI LE A FI NANCI NG STATEMENT, OR MAY COMPLY W TH A STATUTE OR
TREATY DESCRI BED I N SECTI ON 9311(1), USING THE TERMS " CONSI GNCR',
" CONSI GNEE", "LESSOR', "LESSEE", "BAILOR', "BAILEE", "LICENSOR",
“LI CENSEE", "OMER', "REG STERED OMNER', "BUYER', "SELLER', OR
WORDS OF SIM LAR | MPORT, | NSTEAD OF THE TERMS " SECURED PARTY" AND
" DEBTOR".
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HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 230

(2) TH'S PART APPLIES TO THE FI LI NG OF A FI NANCI NG STATEMENT
UNDER SUBSECTI ON (1) AND, AS APPROPRI ATE, TO COWPLI ANCE THAT IS
EQUI VALENT TO FI LI NG A FI NANCI NG STATEMENT UNDER SECTI ON 9311(2),
BUT THE FI LI NG OR COVPLI ANCE IS NOTI' OF | TSELF A FACTOR | N DETER-
M NI NG WHETHER THE COLLATERAL SECURES AN OBLIGATION. IF IT IS
DETERM NED FOR ANOTHER REASON THAT THE COLLATERAL SECURES AN
OBLI GATI ON, A SECURI TY | NTEREST HELD BY THE CONSI GNOR, LESSCR,
BAI LOR, LI CENSOR, OMER, OR BUYER VWH CH ATTACHES TO THE COLLAT-
ERAL | S PERFECTED BY THE FI LI NG OR COWVPLI ANCE.

Sec. 9506. —At—anytimebeforethe secured party has—dis=

(1) A FI NANCI NG STATEMENT SUBSTANTI ALLY SATI SFYI NG THE
REQUI REMENTS OF THI' S PART IS EFFECTIVE, EVEN I F IT HAS M NOR
ERRORS OR OM SSI ONS, UNLESS THE ERRORS OR OM SSI ONS MAKE THE
FI NANCI NG STATEMENT SERI QUSLY M SLEADI NG

(2) EXCEPT AS OTHERW SE PROVI DED I N SUBSECTION (3), A
FI NANCI NG STATEMENT THAT FAI LS SUFFI ClI ENTLY TO PROVI DE THE NAME

02120’ 99 (S-1)
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HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 231
OF THE DEBTOR | N ACCORDANCE W TH SECTI ON 9503(1) IS SERI QUSLY
M SLEADI NG

(3) I'F A SEARCH OF THE RECORDS OF THE FI LI NG OFFI CE UNDER
THE DEBTOR' S CORRECT NAME, USI NG THE FI LI NG OFFI CE' S STANDARD
SEARCH LOGE C, |F ANY, WOULD DI SCLOSE A FI NANCI NG STATEMENT THAT
FAI LS SUFFI Cl ENTLY TO PROVI DE THE NAME OF THE DEBTOR I N ACCORD-
ANCE W TH SECTI ON 9503(1), THE NAME PROVI DED DOES NOT MAKE THE
FI NANCI NG STATEMENT SERI QUSLY M SLEADI NG

(4) FOR PURPCSES OF SECTI ON 9508(2), THE "DEBTOR S CORRECT
NAME" | N SUBSECTI ON (3) MEANS THE CORRECT NAME OF THE NEW DEBTOR.

Sec. 9507. —(1H—t+f—it—+sestabti+shedthat—the securedparty

02120’ 99 (S-1)
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HB 5228, As Passed Senate, December 5, 2000
House Bill No. 5228 232

(1) A FILED FI NANCI NG STATEMENT REMAI NS EFFECTI VE W TH
RESPECT TO COLLATERAL THAT |S SOLD, EXCHANGED, LEASED, LI CENSED,
OR OTHERW SE DI SPOSED OF AND IN WHI CH A SECURI TY | NTEREST OR
AGRI CULTURAL LI EN CONTI NUES, EVEN | F THE SECURED PARTY KNOWS OF
OR CONSENTS TO THE DI SPOsSI TI ON.

(2) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (3) AND SEC
TI ON 9508, A FI NANCI NG STATEMENT | S NOT RENDERED | NEFFECTI VE | F,
AFTER THE FI NANCI NG STATEMENT IS FI LED, THE | NFORVATI ON PROVI DED
I N THE FI NANCI NG STATEMENT BECOMVES SERI QUSLY M SLEADI NG UNDER
SECTI ON 9506.

(3) I'F A DEBTOR SO CHANGES | TS NAME THAT A FI LED FI NANCI NG
STATEMENT BECOVES SERI OUSLY M SLEADI NG UNDER SECTI ON 9506, BOTH
OF THE FOLLOW NG APPLY:

02120’ 99 (S-1)
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HB 5228, As Passed Senate, December 5, 2000
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(A) THE FI NANCI NG STATEMENT | S EFFECTI VE TO PERFECT A
SECURI TY | NTEREST | N COLLATERAL ACQUI RED BY THE DEBTOR BEFORE, OR
W THI N 4 MONTHS AFTER, THE CHANGE

(B) THE FI NANCI NG STATEMENT |'S NOT EFFECTI VE TO PERFECT A
SECURI TY | NTEREST | N COLLATERAL ACQUI RED BY THE DEBTOR MORE THAN
4 MONTHS AFTER THE CHANGE, UNLESS AN AMENDMVENT TO THE FI NANCI NG
STATEMENT THAT RENDERS THE FI NANCI NG STATEMENT NOT SERI OUSLY M S-
LEADING |'S FILED WTHI N 4 MONTHS AFTER THE CHANGE.

SEC. 9508. (1) EXCEPT AS OTHERW SE PROVI DED IN THI S SEC-
TION, A FILED FI NANCI NG STATEMENT NAM NG AN ORI Gl NAL DEBTOR | S
EFFECTI VE TO PERFECT A SECURI TY | NTEREST | N COLLATERAL | N WHI CH A
NEW DEBTOR HAS OR ACQUI RES RI GHTS TO THE EXTENT THAT THE FI NANC-
| NG STATEMENT WOULD HAVE BEEN EFFECTI VE HAD THE ORI G NAL DEBTOR
ACQUI RED RI GHTS | N THE COLLATERAL.

(2) |F THE DI FFERENCE BETWEEN THE NAME OF THE ORI Gl NAL
DEBTOR AND THAT OF THE NEW DEBTOR CAUSES A FI LED FI NANCI NG STATE-
MENT THAT |'S EFFECTI VE UNDER SUBSECTI ON (1) TO BE SERI OUSLY M S-
LEADI NG UNDER SECTI ON 9506, BOTH OF THE FOLLOW NG APPLY:

(A) THE FI NANCI NG STATEMENT | S EFFECTI VE TO PERFECT A SECUR-
| TY | NTEREST | N COLLATERAL ACQUI RED BY THE NEW DEBTOR BEFORE, AND
W THI N 4 MONTHS AFTER, THE NEW DEBTOR BECOVES BOUND UNDER SECTI ON
9203( 4).

(B) THE FI NANCI NG STATEMENT |'S NOT EFFECTI VE TO PERFECT A
SECURI TY | NTEREST | N COLLATERAL ACQUI RED BY THE NEW DEBTOR MORE
THAN 4 MONTHS AFTER THE NEW DEBTOR BECOMVES BOUND UNDER SECTI ON
9203(4) UNLESS AN | NI TI AL FI NANCI NG STATEMENT PROVI DI NG THE NANME
OF THE NEW DEBTOR | S FI LED BEFORE THE EXPI RATI ON OF THAT TI ME.

02120’ 99 (S-1)
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HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 234

(3) THI'S SECTI ON DOES NOT APPLY TO COLLATERAL AS TO WHI CH A
FI LED FI NANCI NG STATEMENT REMAI NS EFFECTI VE AGAI NST THE NEW
DEBTOR UNDER SECTI ON 9507(1).

SEC. 9509. (1) A PERSON MAY FILE AN I NI TI AL FI NANCI NG
STATEMENT, AMENDMENT THAT ADDS COLLATERAL COVERED BY A FI NANCI NG
STATEMENT, OR AVENDMENT THAT ADDS A DEBTOR TO A FI NANCI NG STATE-
MENT ONLY |F 1 OF THE FOLLON NG OCCURS:

(A) THE DEBTOR AUTHORI ZES THE FI LI NG | N AN AUTHENTI CATED
RECORD OR PURSUANT TO SUBSECTI ON (2) OR (3).

(B) THE PERSON HOLDS AN AGRI CULTURAL LI EN THAT HAS BECOVE
EFFECTI VE AT TIME OF FILING AND THE FI NANCI NG STATEMENT COVERS
ONLY COLLATERAL | N WHI CH THE PERSON HOLDS AN AGRI CULTURAL LI EN.

(2) BY AUTHENTI CATI NG OR BECOM NG BOUND AS DEBTOR BY A
SECURI TY AGREEMENT, A DEBTOR OR NEW DEBTOR AUTHORI ZES THE FI LI NG
OF AN I NI TI AL FI NANCI NG STATEMENT, AND AN AVENDMENT, COVERI NG
BOTH OF THE FOLLOW NG

(A) THE COLLATERAL DESCRI BED | N THE SECURI TY AGREEMENT.

(B) PROPERTY THAT BECOVES COLLATERAL UNDER SECTI ON
9315(1) (B), WHETHER OR NOT THE SECURI TY AGREEMENT EXPRESSLY
COVERS PROCEEDS.

(3) BY ACQUI RI NG COLLATERAL | N WHI CH A SECURI TY | NTEREST OR
AGRI CULTURAL LI EN CONTI NUES UNDER SECTI ON 9315(1) (A), A DEBTOR
AUTHORI ZES THE FI LI NG OF AN | NI TI AL FI NANCI NG STATEMENT, AND AN
AVENDVENT, COVERI NG THE COLLATERAL AND PROPERTY THAT BECOMES COL-
LATERAL UNDER SECTI ON 9315(1) (B).

(4) A PERSON MAY FILE AN AVENDMENT OTHER THAN AN ANMENDNVENT
THAT ADDS COLLATERAL COVERED BY A FI NANCI NG STATEMENT OR AN

02120’ 99 (S-1)
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HB 5228, As Passed Senate, December 5, 2000
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AVENDMENT THAT ADDS A DEBTOR TO A FI NANCI NG STATEMENT ONLY | F 1
OF THE FOLLOW NG APPLI ES:

(A) THE SECURED PARTY OF RECORD AUTHORI ZES THE FI LI NG

(B) THE AVENDMENT IS A TERM NATI ON STATEMENT FOR A FI NANCI NG
STATEMENT AS TO WHI CH THE SECURED PARTY OF RECORD HAS FAI LED TO
FI LE OR SEND A TERM NATI ON STATEMENT AS REQUI RED BY SECTI ON
9513(1) OR (3), THE DEBTOR AUTHORI ZES THE FI LI NG AND THE TERM -
NATI ON STATEMENT | NDI CATES THAT THE DEBTOR AUTHORI ZED I T TO BE
FI LED.

(5 I'F THERE I S MORE THAN 1 SECURED PARTY OF RECORD FOR A
FI NANCI NG STATEMENT, EACH SECURED PARTY OF RECORD MAY AUTHORI ZE
THE FI LI NG OF AN AVENDMENT UNDER SUBSECTI ON (4).

SEC. 9510. (1) A FILED RECORD IS EFFECTI VE ONLY TO THE
EXTENT THAT | T WAS FI LED BY A PERSON THAT MAY FILE I'T UNDER SEC-
TI ON 95009.

(2) A RECORD AUTHORI ZED BY 1 SECURED PARTY OF RECORD DCES
NOT AFFECT THE FI NANCI NG STATEMENT W TH RESPECT TO ANOTHER
SECURED PARTY OF RECORD.

(3) A CONTI NUATI ON STATEMENT THAT IS NOT FILED W THI N THE
6- MONTH PERI OD PRESCRI BED BY SECTI ON 9515(4) | S | NEFFECTI VE.

SEC. 9511. (1) A SECURED PARTY OF RECORD W TH RESPECT TO A
FI NANCI NG STATEMENT IS A PERSON WHOSE NAME | S PROVI DED AS THE
NAME OF THE SECURED PARTY OR A REPRESENTATI VE OF THE SECURED
PARTY I N AN | NI TI AL FI NANCI NG STATEMENT THAT HAS BEEN FILED. |IF
AN | NI TI AL FI NANCI NG STATEMENT | S FI LED UNDER SECTI ON 9514(1),
THE ASSI GNEE NAMVED IN THE | NI TI AL FI NANCI NG STATEMENT 1S THE
SECURED PARTY OF RECORD W TH RESPECT TO THE FI NANCI NG STATEMENT.

02120’ 99 (S-1)
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(2) |F AN AVENDMVENT OF A FI NANCI NG STATEMENT THAT PROVI DES
THE NAME OF A PERSON AS A SECURED PARTY OR A REPRESENTATI VE OF A
SECURED PARTY |'S FILED, THE PERSON NAMED | N THE AMVENDMENT IS A
SECURED PARTY OF RECORD. | F AN AVENDMENT IS FI LED UNDER SECTI ON
9514(2), THE ASSI GNEE NAMED | N THE AMVENDMENT |'S A SECURED PARTY
OF RECORD.

(3) A PERSON REMAI NS A SECURED PARTY OF RECORD UNTIL THE
FILI NG OF AN AVENDVENT OF THE FI NANCI NG STATEMENT THAT DELETES
THE PERSON.

SEC. 9512. (1) SUBJECT TO SECTI ON 9509, A PERSON MAY ADD OR
DELETE COLLATERAL COVERED BY, CONTI NUE OR TERM NATE THE EFFEC-
TI VENESS OF, OR, SUBJECT TO SUBSECTI ON (5), OTHERW SE AMVEND THE
| NFORMATI ON PROVI DED I N, A FI NANCI NG STATEMENT BY FI LI NG AN
AVENDVENT THAT DOES BOTH OF THE FOLLOW NG

(A) I DENTIFIES, BY ITS FILE NUMBER, AND, |F APPLI CABLE, BY
LI BER AND PAGE, THE I NI TI AL FI NANCI NG STATEMENT TO WHI CH THE
AVENDVENT RELATES.

(B) | F THE AVENDVENT RELATES TO AN I NI TI AL FI NANCI NG STATE-
MENT FI LED OR RECORDED I N A FI LI NG OFFI CE DESCRI BED | N SECTI ON
9501(1) (A), PROVI DES THE DATE THAT THE I NI TI AL FI NANCI NG STATE-
MENT WAS FI LED OR RECORDED AND THE | NFORMATI ON SPECI FI ED | N SEC-
TI ON 9502(2) .

(2) EXCEPT AS OTHERW SE PROVI DED | N SECTI ON 9515, THE FI LI NG
OF AN AMVENDMENT DOES NOT EXTEND THE PERI OD OF EFFECTI VENESS OF
THE FI NANCI NG STATEMENT.

02120’ 99 (S-1)
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(3) A FI NANCI NG STATEMENT THAT IS AVENDED BY AN AMENDMENT
THAT ADDS COLLATERAL IS EFFECTI VE AS TO THE ADDED COLLATERAL ONLY
FROM THE DATE OF THE FI LI NG OF THE AMENDVENT.

(4) A FI NANCI NG STATEMENT THAT IS AVENDED BY AN AMENDMENT
THAT ADDS A DEBTOR IS EFFECTI VE AS TO THE ADDED DEBTOR ONLY FROM
THE DATE OF THE FI LI NG OF THE AMENDMENT.

(5) AN AMENDMENT | S | NEFFECTI VE TO THE EXTENT 1 OR MORE COF
THE FOLLOW NG APPLY TO I T:

(A) I'T PURPORTS TO DELETE ALL DEBTORS AND FAI LS TO PROVI DE
THE NAVE OF A DEBTOR TO BE COVERED BY THE FI NANCI NG STATEMENT.

(B) I'T PURPORTS TO DELETE ALL SECURED PARTI ES OF RECORD AND
FAI LS TO PROVI DE THE NAME OF A NEW SECURED PARTY OF RECORD.

SEC. 9513. (1) A SECURED PARTY SHALL CAUSE THE SECURED
PARTY OF RECORD FOR A FI NANCI NG STATEMENT TO FI LE A TERM NATI ON
STATEMENT FOR THE FI NANCI NG STATEMENT | F THE FI NANCI NG STATEMENT
COVERS CONSUMER GOODS AND 1 OR MORE OF THE FOLLOW NG APPLY:

(A) THERE 1S NO OBLI GATI ON SECURED BY THE COLLATERAL COVERED
BY THE FI NANCI NG STATEMENT AND NO COW TMENT TO MAKE AN ADVANCE,
I NCUR AN OBLI GATI ON, OR OTHERW SE G VE VALUE.

(B) THE DEBTOR DI D NOT AUTHORI ZE THE FI LING OF THE | NI Tl AL
FI NANCI NG STATEMENT.

(2) TO COVPLY W TH SUBSECTI ON (1), A SECURED PARTY SHALL
CAUSE THE SECURED PARTY OF RECORD TO FI LE THE TERM NATI ON STATE-
MENT WTHIN 1 OF THE FOLLOWN NG PERI ODS:

(A) WTHIN 1 MONTH AFTER THERE I'S NO OBLI GATI ON SECURED BY
THE COLLATERAL COVERED BY THE FI NANCI NG STATEMENT AND NO
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COMM TMENT TO MAKE AN ADVANCE, | NCUR AN OBLI GATI ON, OR OTHERW SE
G VE VALUE

(B) I'F EARLIER, WTHI N 20 DAYS AFTER THE SECURED PARTY
RECEI VES AN AUTHENTI CATED DEMAND FROM A DEBTOR.

(3) I'N CASES NOT GOVERNED BY SUBSECTION (1), WTH N 20 DAYS
AFTER A SECURED PARTY RECEI VES AN AUTHENTI CATED DEMAND FROM A
DEBTOR, THE SECURED PARTY SHALL CAUSE THE SECURED PARTY OF RECORD
FOR A FI NANCI NG STATEMENT TO SEND TO THE DEBTOR A TERM NATI ON
STATEMENT FOR THE FI NANCI NG STATEMENT OR FI LE THE TERM NATI ON
STATEMENT IN THE FILING OFFICE IF 1 OR MORE OF THE FOLLOW NG
APPLY:

(A) EXCEPT IN THE CASE OF A FI NANCI NG STATEMENT COVERI NG
ACCOUNTS OR CHATTEL PAPER THAT HAS BEEN SOLD OR GOODS THAT ARE
THE SUBJECT OF A CONSI GNVENT, THERE IS NO OBLI GATI ON SECURED BY
THE COLLATERAL COVERED BY THE FI NANCI NG STATEMENT AND NO COW T-
MENT TO MAKE AN ADVANCE, | NCUR AN OBLI GATI ON, OR OTHERW SE d VE
VALUE.

(B) THE FI NANCI NG STATEMENT COVERS ACCOUNTS OR CHATTEL PAPER
THAT HAS BEEN SOLD BUT AS TO WHI CH THE ACCOUNT DEBTOR OR OTHER
PERSON OBLI GATED HAS DI SCHARGED | TS OBLI GATI ON.

(© THE FI NANCI NG STATEMENT COVERS GOODS THAT WERE THE
SUBJECT OF A CONSI GNMENT TO THE DEBTOR BUT ARE NOT I N THE
DEBTOR S POSSESSI ON.

(D) THE DEBTOR DI D NOT AUTHORI ZE THE FI LING OF THE I NI Tl AL
FI NANCI NG STATEMENT.

(4) EXCEPT AS OTHERW SE PROVI DED | N SECTI ON 9510, UPON THE
FI LI NG OF A TERM NATI ON STATEMENT W TH THE FI LI NG OFFI CE, THE
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FI NANCI NG STATEMENT TO VWHI CH THE TERM NATI ON STATEMENT RELATES
CEASES TO BE EFFECTI VE. EXCEPT AS OTHERW SE PROVI DED | N

SECTI ON 9510, FOR PURPOSES OF SECTI ONS 9519(7), 9522(1), AND
9523(3), THE FILING WTH THE FI LI NG OFFI CE OF A TERM NATI ON
STATEMENT RELATI NG TO A FI NANCI NG STATEMENT THAT | NDI CATES THAT
THE DEBTOR | S A TRANSM TTI NG UTI LI TY ALSO CAUSES THE EFFECTI VE-
NESS OF THE FI NANCI NG STATEMENT TO LAPSE.

SEC. 9514. (1) EXCEPT AS OTHERW SE PROVI DED I N SUBSECTI ON
(3), AN I NI'TI AL FI NANCI NG STATEMENT MAY REFLECT AN ASSI GNVENT OF
ALL OF THE SECURED PARTY' S PONER TO AUTHORI ZE AN AVENDMVENT TO THE
FI NANCI NG STATEMENT PROVI DI NG THE NAME AND MAI LI NG ADDRESS OF THE
ASSI GNEE AS THE NAME AND ADDRESS OF THE SECURED PARTY.

(2) EXCEPT AS OTHERW SE PROVI DED I N SUBSECTION (3), A
SECURED PARTY OF RECORD MAY ASSI GN OF RECORD ALL OR PART OF ITS
PONER TO AUTHORI ZE AN AMENDMVENT TO A FI NANCI NG STATEMENT BY
FILING IN THE FI LI NG OFFI CE AN AMENDVENT OF THE FI NANCI NG STATE-
MENT THAT DOES ALL OF THE FOLLOW NG

(A) IDENTIFIES, BY ITS FILE NUMBER, THE I NI TI AL FI NANCI NG
STATEMENT TO VWHI CH | T RELATES.

(B) PROVI DES THE NAME OF THE ASSI GNOR.

(© PROVI DES THE NAVE AND MAI LI NG ADDRESS OF THE ASSI GNEE.

(3) AN ASSI GNMVENT OF RECORD OF A SECURITY | NTEREST I N A FI X-
TURE COVERED BY A RECORD OF A MORTGAGE WHI CH | S EFFECTI VE AS A
FI NANCI NG STATEMENT FI LED AS A FI XTURE FI LI NG UNDER SECTI ON
9502(3) MAY BE MADE ONLY BY AN ASSI GNVENT OF RECORD OF THE MORT-
GAGE IN THE MANNER PROVI DED BY LAW COF TH S STATE OTHER THAN THI S
ACT.
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SEC. 9515. (1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ONS
(2), (5), (6), AND (7), A FILED FI NANCI NG STATEMENT | S EFFECTI VE
FOR A PERIOD OF 5 YEARS AFTER THE DATE OF FI LI NG

(2) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ONS (5), (6),
AND (7), AN I NI TIAL FI NANCI NG STATEMENT FI LED I N CONNECTI ON W TH
A MANUFACTURED- HOVE TRANSACTION | S
EFFECTI VE FOR A PERI OD OF 30 YEARS AFTER THE DATE OF FILING IF IT
| NDI CATES THAT I T IS FILED I N CONNECTI ON W TH A

MANUFACTURED- HOVE TRANSACTI ON.

(3) THE EFFECTI VENESS OF A FI LED FI NANCI NG STATEMENT LAPSES
ON THE EXPI RATION OF THE PERI OD OF | TS EFFECTI VENESS UNLESS
BEFORE THE LAPSE A CONTI NUATI ON STATEMENT IS FI LED PURSUANT TO
SUBSECTI ON (4). UPON LAPSE, A FI NANCI NG STATEMENT CEASES TO BE
EFFECTI VE AND ANY SECURI TY | NTEREST OR AGRI CULTURAL LI EN THAT WAS
PERFECTED BY THE FI NANCI NG STATEMENT BECOMES UNPERFECTED, UNLESS
THE SECURI TY | NTEREST | S PERFECTED OTHERW SE. | F THE SECURI TY
| NTEREST OR AGRI CULTURAL LI EN BECOMVES UNPERFECTED UPON LAPSE, | T
| S DEEMED NEVER TO HAVE BEEN PERFECTED AS AGAI NST A PURCHASER OF
THE COLLATERAL FOR VALUE.

(4) A CONTI NUATI ON STATEMENT MAY BE FILED ONLY WTHI N 6
MONTHS BEFORE THE EXPI RATI ON OF THE 5- YEAR PERI OD SPECI FI ED | N
SUBSECTI ON (1) OR THE 30- YEAR PERI OD SPECI FI ED I N SUBSECTI ON ( 2),
VH CHEVER | S APPLI CABLE.

(5) EXCEPT AS OTHERW SE PROVI DED | N SECTI ON 9510, UPON
TIMELY FI LI NG OF A CONTI NUATI ON STATEMENT, THE EFFECTI VENESS OF
THE I NI TI AL FI NANCI NG STATEMENT CONTI NUES FOR A PERIGD OF 5 YEARS
COMVENCI NG ON THE DAY ON WHI CH THE FI NANCI NG STATEMENT WOULD HAVE
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BECOME | NEFFECTI VE | N THE ABSENCE OF THE FILING  UPON THE

EXPI RATI ON OF THE 5- YEAR PERI OD, THE FI NANCI NG STATEMENT LAPSES
I N THE SAME MANNER AS PROVI DED | N SUBSECTI ON (3), UNLESS, BEFORE
THE LAPSE, ANOTHER CONTI NUATI ON STATEMENT | S FI LED PURSUANT TO
SUBSECTI ON (4). SUCCEEDI NG CONTI NUATI ON STATEMENTS MAY BE FI LED
N THE SAME MANNER TO CONTI NUE THE EFFECTI VENESS OF THE | NI Tl AL
FI NANCI NG STATEMENT.

(6) IF ADEBTOR IS A TRANSM TTI NG UTI LITY AND A FI LED
FI NANCI NG STATEMENT SO | NDI CATES, THE FI NANCI NG STATEMENT | S
EFFECTI VE UNTI L A TERM NATI ON STATEMENT IS FI LED.

(7) A RECORD OF A MORTGAGE THAT | S EFFECTI VE AS A FI NANCI NG
STATEMENT FI LED AS A FI XTURE FI LI NG UNDER SECTI ON 9502(3) REMAI NS
EFFECTI VE AS A FI NANCI NG STATEMENT FI LED AS A FI XTURE FI LI NG
UNTI L THE MORTGAGE | S RELEASED OR SATI SFI ED OF RECORD OR I TS
EFFECTI VENESS OTHERW SE TERM NATES AS TO THE REAL PROPERTY.

SEC. 9516. (1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON
(2), COMMUNI CATION OF A RECORD TO A FI LI NG OFFI CE AND TENDER OF
THE FI LI NG FEE OR ACCEPTANCE OF THE RECORD BY THE FI LI NG OFFI CE
CONSTI TUTES FI LI NG

(2) FILING DOES NOT OCCUR W TH RESPECT TO A RECORD THAT A
FI LI NG OFFI CE REFUSES TO ACCEPT BECAUSE OF 1 OR MORE OF THE
FOLLOW NG

(A) THE RECORD IS NOT COVMUNI CATED BY A METHOD OR MEDI UM OF
COMVUNI CATI ON AUTHORI ZED BY THE FI LI NG OFFI CE.

(B) AN AMOUNT EQUAL TO OR GREATER THAN THE APPLI CABLE FI LI NG
FEE 1S NOT' TENDERED.

02120’ 99 (S-1)



© 00 N O O~ WDN P

N NN NNNNDNERRPRPERRREPRPRPRPR PP
O U A W NP O © 0N O 0 W N P O

HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 242

(© THE FILING OFFI CE | S UNABLE TO | NDEX THE RECORD BECAUSE
OF 1 OR MORE OF THE FOLLOW NG

(i) IN THE CASE OF AN I NI TI AL FI NANCI NG STATEMENT, THE
RECORD DCES NOT' PROVI DE A NAME FOR THE DEBTOR

(i) I'N THE CASE OF AN AVENDMVENT OR CORRECTI ON STATEMENT,

THE RECORD DOES NOT | DENTI FY THE | NI TI AL FI NANCI NG STATEMENT AS
REQUI RED BY SECTI ON 9512 OR 9518, AS APPLI CABLE, OR | DENTI FI ES AN
I NI TI AL FI NANCI NG STATEMENT WHOSE EFFECTI VENESS HAS LAPSED UNDER
SECTI ON 9515.

(iii) I'N THE CASE OF AN I NI TI AL FI NANCI NG STATEMENT THAT
PROVI DES THE NAME OF A DEBTOR | DENTI FI ED AS AN | NDI VI DUAL OR AN
AMENDMENT THAT PROVI DES A NAVE OF A DEBTOR | DENTI FI ED AS AN | NDI -
VI DUAL THAT WAS NOT PREVI QUSLY PROVI DED | N THE FI NANCI NG STATE-
MENT TO VWH CH THE RECORD RELATES, THE RECORD DOES NOT | DENTI FY
THE DEBTOR S LAST NAME.

(iv) IN THE CASE OF A RECORD FI LED OR RECORDED I N THE FI LI NG
OFFI CE DESCRI BED | N SECTI ON 9501(1) (A), THE RECORD DCES NOT PRO-
VI DE A SUFFI CI ENT DESCRI PTI ON OF THE REAL PROPERTY TO WHICH | T
RELATES.

(D) IN THE CASE OF AN | NI TI AL FI NANCI NG STATEMENT OR AN
AMENDMENT THAT ADDS A SECURED PARTY OF RECORD, THE RECORD DOES
NOT PROVI DE A NAME AND MAI LI NG ADDRESS FOR THE SECURED PARTY OF
RECORD.

(E) IN THE CASE OF AN I NI TI AL FI NANCI NG STATEMENT OR AN
AVENDMENT THAT PROVI DES A NAVE OF A DEBTOR WH CH WAS NOT PREVI -
OUSLY PROVI DED | N THE FI NANCI NG STATEMENT TO WHI CH THE AMENDNVENT
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RELATES, THE RECORD DOES NOT PROVI DE OR | NDI CATE 1 OR MORE OF THE
FOLLOW NG

(i) PROVIDE A MAI LI NG ADDRESS FOR THE DEBTOR

(ii) | NDI CATE WHETHER THE DEBTOR |'S AN | NDI VI DUAL OR AN
ORGANI ZATI ON.

(iii) |F THE FI NANCI NG STATEMENT | NDI CATES THAT THE DEBTOR
| S AN ORGANI ZATI ON, PROVIDE 1 OR MORE OF THE FOLLOW NG

(A) A TYPE OF ORGANI ZATI ON FOR THE DEBTOR.

(B) A JURI SDI CTI ON OF ORGANI ZATI ON FOR THE DEBTOR.

(C) AN ORGANI ZATI ONAL | DENTI FI CATI ON NUMBER FOR THE DEBTOR
OR | NDI CATE THAT THE DEBTOR HAS NONE

(F) IN THE CASE OF AN ASSI GNVENT REFLECTED IN AN I NI TI AL
FI NANCI NG STATEMENT UNDER SECTI ON 9514(1) OR AN AVENDMVENT FI LED
UNDER SECTI ON 9514(2), THE RECORD DOES NOT PROVI DE A NAME AND
MAI LI NG ADDRESS FOR THE ASS| GNEE.

(G IN THE CASE OF A CONTI NUATI ON STATEMENT, THE RECORD IS
NOT FILED W THI N THE 6- MONTH PERI OD PRESCRI BED BY SECTI ON
9515( 4) .

(3) FOR PURPOSES OF SUBSECTI ON (2), BOTH OF THE FOLLOW NG
APPLY:

(A) A RECORD DOES NOT PROVI DE | NFORMATI ON | F THE FI LI NG
OFFI CE |'S UNABLE TO READ OR DECI PHER THE | NFORMATI ON.

(B) A RECORD THAT DOES NOT | NDI CATE THAT I T I'S AN AVENDVENT
OR | DENTI FY AN | NI TI AL FI NANCI NG STATEMENT TO WHI CH | T RELATES,
AS REQUI RED BY SECTI ON 9512, 9514, OR 9518, IS AN I NI TI AL FI NANC-
| NG STATEMENT.
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(4) A RECORD THAT IS COMMUNI CATED TO THE FI LI NG OFFI CE W TH
TENDER OF THE FI LI NG FEE, BUT WHI CH THE FI LI NG OFFI CE REFUSES TO
ACCEPT FOR A REASON OTHER THAN ONE SET FORTH I N SUBSECTI ON (2),

I S EFFECTI VE AS A FI LED RECORD EXCEPT AS AGAI NST A PURCHASER OF
THE COLLATERAL WHI CH G VES VALUE | N REASONABLE RELI ANCE UPON THE
ABSENCE OF THE RECORD FROM THE FI LES.

SEC. 9517. THE FAILURE OF THE FI LI NG OFFI CE TO | NDEX A
RECORD CORRECTLY DOES NOT AFFECT THE EFFECTI VENESS OF THE FI LED
RECORD.

SEC. 9518. (1) A PERSON MAY FILE IN THE FI LI NG OFFI CE A
CORRECTI ON STATEMENT W TH RESPECT TO A RECORD | NDEXED THERE UNDER
THE PERSON' S NAME | F THE PERSON BELI EVES THAT THE RECORD | S | NAC
CURATE OR WAS WRONGFULLY FI LED.

(2) A CORRECTI ON STATEMENT MUST DO ALL OF THE FOLLOW NG

(A) I DENTIFY THE RECORD TO WHICH | T RELATES BY BOTH OF THE
FOLLOW NG

(i) THE FI LE NUMBER ASSI GNED TO THE | NI TI AL FI NANCI NG STATE-
MENT TO VWH CH THE RECORD RELATES.

(i) I'F THE CORRECTI ON STATEMENT RELATES TO A RECORD FI LED
OR RECORDED I N A FI LI NG OFFI CE DESCRI BED I N SECTI ON 9501(1) (A),
THE DATE THAT THE I NI TI AL FI NANCI NG STATEMENT WAS FI LED OR
RECORDED AND THE | NFORMATI ON SPECI FI ED | N SECTI ON 9502(2) .

(B) I NDI CATE THAT IT IS A CORRECTI ON STATEMENT.

(© PROVIDE THE BASI S FOR THE PERSON S BELI EF THAT THE
RECORD |'S | NACCURATE AND | NDI CATE THE MANNER | N VHI CH THE PERSON
BELI EVES THE RECORD SHOULD BE AMENDED TO CURE ANY | NACCURACY OR
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PROVI DE THE BASI S FOR THE PERSON S BELI EF THAT THE RECORD WAS
WRONGFULLY FI LED

(3) THE FILING OF A CORRECTI ON STATEMENT DOES NOT AFFECT THE
EFFECTI VENESS OF AN | NI TI AL FI NANCI NG STATEMENT OR OTHER FI LED
RECORD

SUBPART 2. DUTI ES AND OPERATI ON OF FI LI NG OFFI CE

SEC. 9519. (1) FOR EACH RECORD FILED IN A FILI NG OFFI CE
THE FI LI NG OFFI CE SHALL DO ALL OF THE FOLLOW NG

(A) ASSIGN A UNI QUE NUMBER TO THE FI LED RECORD.

(B) CREATE A RECORD THAT BEARS THE NUMBER ASSI GNED TO THE
FI LED RECORD AND THE DATE AND TIME OF FILING

(C) MAI NTAI N THE FI LED RECORD FOR PUBLI C | NSPECTI ON.

(D) | NDEX THE FI LED RECORD | N ACCORDANCE W TH SUBSECTI ONS
(3), (4), AND (5).

(2) A FILE NUVBER ASSI GNED AFTER JANUARY 1, 2002 MUST
I NCLUDE A DI G T THAT |'S MATHEMATI CALLY DERI VED FROM OR RELATED TO
THE OTHER DI Gl TS OF THE FI LE NUMBER, AND Al DS THE FI LI NG OFFI CE
| N DETERM NI NG WHETHER A NUMBER COVMUNI CATED AS THE FI LE NUVBER
| NCLUDES A SINGLE-DI G T OR TRANSPCSI TI ONAL ERROR.

(3) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ONS (4) AND (5),
THE FI LI NG OFFI CE SHALL DO BOTH OF THE FOLLOW NG

(A) I NDEX AN | NI TI AL FI NANCI NG STATEMENT ACCORDI NG TO THE
NAME OF THE DEBTOR AND | NDEX ALL FI LED RECORDS RELATI NG TO THE
I NITI AL FI NANCI NG STATEMENT | N A MANNER THAT ASSOCI ATES W TH ONE
ANOTHER AN | NI TI AL FI NANCI NG STATEMENT AND ALL FI LED RECORDS
RELATI NG TO THE | NI TI AL FI NANCI NG STATEMENT.
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(B) I NDEX A RECORD THAT PROVI DES A NAME OF A DEBTOR THAT WAS
NOT PREVI QUSLY PROVI DED I N THE FI NANCI NG STATEMENT TO VWH CH THE
RECORD RELATES ALSO ACCORDI NG TO THE NAME THAT WAS NOT PREVI QUSLY
PROVI DED.

(4) I'F A FI NANCI NG STATEMENT | S FILED AS A FI XTURE FI LI NG OR
COVERS AS- EXTRACTED COLLATERAL OR TI MBER TO BE CUT, | T MJST BE
FI LED FOR RECORD AND THE FI LI NG OFFI CE SHALL | NDEX I T UNDER BOTH
OF THE FOLLOW NG

(A) UNDER THE NAMES OF THE DEBTOR AND OF EACH OWNER OF
RECORD SHOWN ON THE FI NANCI NG STATEMENT AS | F THEY WERE THE MORT-
GAGORS UNDER A MORTGAGE OF THE REAL PROPERTY DESCRI BED.

(B) TO THE EXTENT THAT THE LAW OF TH S STATE PROVI DES FOR
| NDEXI NG OF RECORDS OF MORTGAGES UNDER THE NAME OF THE MORTGAGEE,
UNDER THE NAME OF THE SECURED PARTY AS | F THE SECURED PARTY WERE
THE MORTGAGEE THEREUNDER, OR, |F | NDEXI NG | S BY DESCRI PTI ON, AS
| F THE FI NANCI NG STATEMENT WERE A RECORD OF A MORTGAGE OF THE
REAL PROPERTY DESCRI BED.

(5) I'F A FI NANCI NG STATEMENT | S FILED AS A FI XTURE FI LI NG OR
COVERS AS- EXTRACTED COLLATERAL OR TI MBER TO BE CUT, THE FI LI NG
OFFI CE SHALL | NDEX AN ASSI GNVENT FI LED UNDER SECTI ON 9514(1) OR
AN AMENDVENT FI LED UNDER SECTI ON 9514(2) UNDER BOTH OF THE
FOLLOW NG

(A) UNDER THE NAME OF THE ASSI GNOR AS GRANTCOR

(B) TO THE EXTENT THAT THE LAW OF TH S STATE PROVI DES FOR
| NDEXI NG A RECORD OF THE ASSI GNVENT OF A MORTGAGE UNDER THE NAME
OF THE ASSI GNEE, UNDER THE NAME OF THE ASSI GNEE.
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(6) THE FILING OFFI CE SHALL MAI NTAIN A CAPABI LI TY TO DO BOTH
OF THE FOLLOW NG

(A) TO RETRI EVE A RECORD BY THE NAME OF THE DEBTOR AND BY 1
OF THE FOLLOW NG

(i) | F THE FI LI NG OFFI CE |'S DESCRI BED | N SECTI ON 9501( 1) (A),
BY THE FILE NUVBER ASSI GNED TO THE | NI TI AL FI NANCI NG STATEMENT TO
WH CH THE RECORD RELATES AND THE DATE THAT THE RECORD WAS FI LED
OR RECORDED.

(i) | F THE FILING OFFI CE | S DESCRI BED | N SECTI ON

9501(1) (B), BY THE FI LE NUMBER ASSI GNED TO THE I NI TI AL FI NANCI NG
STATEMENT TO WHI CH THE RECORD RELATES.

(B) TO ASSOCI ATE AND RETRI EVE W TH ONE ANOTHER AN | NI TI AL
FI NANCI NG STATEMENT AND EACH FI LED RECORD RELATING TO THE | NI TI AL
FI NANCI NG STATEMENT.

(7) THE FILING OFFI CE SHALL NOT REMOVE A DEBTOR S NAME FROM
THE | NDEX UNTIL 1 YEAR AFTER THE EFFECTI VENESS OF A FI NANCI NG
STATEMENT NAM NG THE DEBTOR LAPSES UNDER SECTI ON 9515 W TH
RESPECT TO ALL SECURED PARTI ES OF RECORD.

(8) THE FILING OFFI CE SHALL PERFORM THE ACTS REQUI RED BY
SUBSECTI ONS (1) THROUGH (5) AT THE TIME AND | N THE MANNER PRE-
SCRI BED BY FI LI NG OFFI CE RULE, BUT NOT LATER THAN 2 BUSI NESS DAYS
AFTER THE FI LI NG OFFI CE RECEI VES THE RECORD | N QUESTI ON.

(9) SUBSECTI ONS (2) AND (8) DO NOT APPLY TO A FILING OFFI CE
DESCRI BED | N SECTI ON 9501(1) (A).

SEC. 9520. (1) A FILING OFFI CE SHALL REFUSE TO ACCEPT A
RECORD FOR FI LI NG FOR A REASON SET FORTH | N SECTI ON 9516(2) AND
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MAY REFUSE TO ACCEPT A RECORD FOR FILING ONLY FOR A REASON SET
FORTH | N SECTI ON 9516(2).

(2) IF A FILING OFFI CE REFUSES TO ACCEPT A RECORD FOR
FILING |T SHALL COVMUNI CATE TO THE PERSON THAT PRESENTED THE
RECORD THE FACT OF AND REASON FOR THE REFUSAL AND THE DATE AND
TI ME THE RECORD WOULD HAVE BEEN FI LED HAD THE FI LI NG OFFI CE
ACCEPTED | T. THE COVMUNI CATI ON MUST BE MADE AT THE TI ME AND I N
THE MANNER PRESCRI BED BY FI LI NG OFFI CE RULE BUT, | N THE CASE OF A
FI LI NG OFFI CE DESCRI BED | N SECTI ON 9501(1)(B), | N NO EVENT MORE
THAN 2 BUSI NESS DAYS AFTER THE FI LI NG OFFI CE RECEI VES THE
RECORD

(3) A FILED FI NANCI NG STATEMENT SATI SFYI NG SECTI ON 9502( 1)
AND (2) 1S EFFECTIVE, EVEN | F THE FI LI NG OFFI CE | S REQUI RED TO
REFUSE TO ACCEPT | T FOR FI LI NG UNDER SUBSECTI ON (1). HOWEVER,
SECTI ON 9338 APPLIES TO A FI LED FI NANCI NG STATEMENT PROVI DI NG
| NFORMATI ON DESCRI BED | N SECTI ON 9516(2) (E) THAT IS | NCORRECT AT
THE TI ME THE FI NANCI NG STATEMENT |'S FI LED

(4) |F A RECORD COVMUNI CATED TO A FI LI NG OFFI CE PROVI DES
| NFORMATI ON THAT RELATES TO MORE THAN 1 DEBTOR, TH' S PART APPLIES
AS TO EACH DEBTOR SEPARATELY.

SEC. 9521. (1) A FILING OFFI CE THAT ACCEPTS WRI TTEN RECORDS
FOR FI LI NG SHALL NOT REFUSE TO ACCEPT A WRI TTEN I NI TI AL FI NANCI NG
STATEMENT | N THE FOLLON NG FORM EXCEPT FOR A REASON SET FORTH I N
SECTI ON 9516( 2) :

UCC FI NANCI NG STATEMENT
FOLLOW | NSTRUCTI ONS ( FRONT AND BACK) CAREFULLY
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A.  NAME AND PHONE OF CONTACT AT FI LER [ OPTI ONAL]

B. SEND ACKNOALEDGVENT TO.  ( NAME AND ADDRESS)

THE ABOVE SPACE | S FOR

FI LI NG OFFI CE USE ONLY

1. DEBTOR S EXACT FULL LEGAL NAME - I NSERT ONLY 1 DEBTOR NAME
(1A OR 1B) - DO NOT ABBREVI ATE OR COMBI NE NAMES

1A

ORGANI ZATI ON' S NAME

OR 1B

I NDI VI DUAL” S LAST NAME FI RST NAME M DDLE NAME  SUFFI X

1C

MAI LI NG ADDRESS CITY STATE POSTAL CODE COUNTRY

1D.

TAX ID. NOO ADD L INFO RE 1E. TYPE OF ORGANI ZATI ON
SSN OR EIN  ORGANI ZATI ON
DEBTOR

1F.

JURI SDI CTI ON OF ORGANI ZATI ON 1G  ORGANI ZATI ONAL | D. NO.,
| F ANY
[ 1 NONE

2. ADDI TI ONAL DEBTOR S EXACT FULL LEGAL NAME - | NSERT ONLY 1
DEBTOR NAME (2A OR 2B) - DO NOT ABBREVI ATE OR COVBI NE NAMES

2A.

ORGANI ZATI ON' S NAME

OR 2B

I NDI VI DUAL” S LAST NAME FI RST NAME M DDLE NAME  SUFFI X

02120’ 99 (S-1)
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2C. MAI LI NG ADDRESS CITY STATE POSTAL CODE COUNTRY
2D. TAX ID. NOO ADD'L INFO. RE 2E. TYPE OF ORGANI ZATI ON
SSN OR EIN  ORGANI ZATI ON
DEBTOR
2F. JURI SDI CTI ON OF ORGANI ZATI ON 2G.  ORGANI ZATI ONAL I D. NO.,
| F ANY
[ ] NONE

SECURED PARTY' S NAME (OR NAME COF TOTAL ASSI GNEE OF ASSI GNOR
S/IP) - INSERT ONLY 1 SECURED PARTY NAME (3A OR 3B)
3A. ORGANI ZATI ON' S NANVE

3B. I NDI VI DUAL" S LAST NAME FIRST NAME M DDLE NAME SUFFI X

3C. MAILING ADDRESS CITY STATE POSTAL CODE COUNTRY

TH'S FI NANCI NG STATEMENT COVERS THE FOLLOW NG COLLATERAL:

ALTERNATI VE DESI GNATI ON [ | F APPLI CABLE]: [ ] LESSEE/ LESSOR
[ ] CONSI GNEE/ CONSI GNOR [ | BAILEE/BAILOR [ ] SELLER/ BUYER
[ ] AG LIEN [ ] NON-UCC FILING

[ ] TH'S FI NANCI NG STATEMENT |'S TO BE FI LED (FOR RECORD)
(OR RECORDED) | N THE REAL ESTATE RECORDS.

ATTACH ADDENDUM [ | F APPL| CABLE]

CHECK TO REQUEST SEARCH REPORT(S) ON DEBTOR(S)

02120’ 99 (S-1)
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[ ] ALL DEBTORS [ | DEBTOR 1 [ ] DEBTCR 2

[ ADDI TI ONAL FEE] [ OPTI ONAL]
8. OPTI ONAL FI LER REFERENCE DATA
FI LI NG OFFI CE COPY - NATI ONAL UCC FI LI NG STATEMENT ( FORM UCC 1)
(REV. 07/29/98)

[ BACK OF FORM
UCC FI NANCI NG STATEMENT ADDENDUM

FOLLOW I NSTRUCTI ONS ( FRONT AND BACK) CAREFULLY.
9. NAME OF FIRST DEBTOR (1A OR 1B) ON RELATED FI NANCI NG
STATENMENT

9A. ORGANI ZATI ON' S NAME

OR 9B. IND VIDUAL"S LAST NAME FIRST NAME M DDLE NAME SUFFI X

10. M SCELLANEQUS:
THE ABOVE SPACE | S FOR
FI LI NG OFFI CE USE ONLY
11. ADDI TI ONAL DEBTOR S EXACT FULL LEGAL NAME - | NSERT ONLY 1
NAME (11A OR 11B) - DO NOT ABBREVI ATE OR COMVBI NE NAMES
11A. ORGANI ZATI ON' S NAVE

OR 11B. I NDI VI DUAL” S LAST NAME FIRST NAME M DDLE NAME SUFFI X

02120’ 99 (S-1)
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12.

13.

14.

15.

16.

11C. MAI LI NG ADDRESS CI TY STATE POSTAL CODE COUNTRY

11D. TAX ID. NO. ADD L INFO RE 11E. TYPE OF ORGANI ZATI ON
SSN OR EIN  ORGANI ZATI ON
DEBTOR

11F. JURI SDI CTI ON OF ORGANI ZATI ON 11G ORGAN ZATI ONAL

ID. NO., |F ANY
[ 1 NONE
[ ] ADDI TI ONAL SECURED PARTY'S OR [ ] ASSIGNOR S/ P'S NAME -
| NSERT ONLY 1 NAME (12A OR 12B).
12A. ORGANI ZATI ON' S NAVE

12B. I NDI VI DUAL" S LAST NAME FIRST NAME M DDLE NAME SUFFI X

12C. MAILING ADDRESS CI TY STATE POSTAL CODE COUNTRY

THI'S FI NANCI NG STATEMENT COVERS [ ] TIMBER TO BE CUT OR

[ ] AS-EXTRACTED COLLATERAL, OR IS FILED AS A [ ] FI XTURE
FI LI NG

DESCRI PTI ON OF REAL ESTATE:

NAME AND ADDRESS OF A RECORD OWNER OF THE ABOVE- DESCRI BED
REAL ESTATE (| F DEBTOR DCES NOT HAVE RECORD | NTEREST):
ADDI TI ONAL COLLATERAL DESCRI PTI ON:

02120’ 99 (S-1)
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17. CHECK ONLY | F APPLI CABLE AND CHECK ONLY 1 BOX:
DEBTOR IS A[ ] TRUST OR [ | TRUSTEE ACTI NG W TH RESPECT TO
PROPERTY HELD IN TRUST OR [ | DECEDENT' S ESTATE

18. CHECK ONLY | F APPLI CABLE AND CHECK ONLY 1 BOX:
[ ] DEBTOR IS A TRANSM TTI NG UTI LI TY
[ ] FILED IN CONNECTI ON W TH A MANUFACTURED- HOVE TRANSACTI ON
- EFFECTI VE 30 YEARS
[ ] FILED IN CONNECTI ON W TH A PUBLI C- FI NANCE TRANSACTI ON -
EFFECTI VE 30 YEARS
FI LI NG OFFI CE COPY - NATI ONAL UCC FI LI NG STATEMENT
(FORM UCC 1AD) (REV. 07/29/ 98)

(2) A FILING OFFI CE THAT ACCEPTS WRI TTEN RECORDS FOR FI LI NG
SHALL NOT REFUSE TO ACCEPT A WRI TTEN FI NANCI NG STATEMENT ANMEND-
MENT | N THE FOLLON NG FORM EXCEPT FOR A REASON SET FORTH I N SEC-
TI ON 9516(2) :

UCC FI NANCI NG STATEMENT ANMENDVENT
FOLLOW | NSTRUCTI ONS ( FRONT AND BACK) CAREFULLY
A.  NAMVE AND PHONE OF CONTACT AT FI LER [ OPTI ONAL]
B. SEND ACKNOALEDGVENT TO  (NAME AND ADDRESS)
THE ABOVE SPACE IS FOR
FI LI NG OFFI CE USE ONLY
1A. I NI TIAL FI NANCI NG STATEMENT FILE NO.
1B. [ ] TH'S FI NANCI NG STATEMENT AMENDMENT |'S TO BE FI LED (FOR
RECORD) (OR RECORDED) | N THE REAL ESTATE RECORDS.

02120’ 99 (S-1)
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2.

[ ] TERM NATI ON: EFFECTI VENESS OF THE FI NANCI NG STATEMENT

| DENTI FI ED ABOVE | S TERM NATED W TH RESPECT TO SECURI TY

| NTEREST(S) OF THE SECURED PARTY AUTHORI ZI NG THI S TERM NATI ON
STATEMENT.

[ ] CONTI NUATI ON:  EFFECTI VENESS OF THE FI NANCI NG STATEMENT

| DENTI FI ED ABOVE W TH RESPECT TO SECURI TY | NTEREST(S) OF THE
SECURED PARTY AUTHORI ZI NG THI S CONTI NUATI ON STATEMENT | S CON-
TI NUED FOR THE ADDI TI ONAL PERI GD PROVI DED BY APPLI CABLE LAW
[ ] ASSI GNVENT (FULL OR PARTIAL): G VE NAME OF ASSI GNEE | N

| TEM 7A OR 7B AND ADDRESS OF ASSI GNEE I N | TEM 7C; AND ALSO

G VE NAME OF ASSIGNOR I N | TEM 9.

AVENDVENT ( PARTY | NFORVATION):  THI'S AVENDMVENT AFFECTS
[ ] DEBTOR OR[ ] SECURED PARTY OF RECORD. CHECK ONLY 1 OF
THESE 2 BOXES. ALSO CHECK 1 OF THE FOLLON NG THREE BOXES AND
PROVI DE APPROPRI ATE | NFORMATION I N | TEMS 6 AND/ OR 7.

[ ] CHANGE NAME AND/ OR ADDRESS: G VE CURRENT RECORD NAME | N
| TEM 6A OR 6B; ALSO G VE NEW NAME (1 F NAME CHANGE) I N | TEM 7A
OR 7B AND/ OR NEW ADDRESS (| F ADDRESS CHANGE) I N | TEM 7C.

[ ] DELETE NAME: @ VE RECORD NAME TO BE DELETED I N | TEM 6A
OR 6B

[ ] ADD NAME: COVPLETE | TEM 7A OR 7B, AND ALSO | TEM 7C; ALSO
COVPLETE | TEMS 7D-7G (| F APPLI CABLE) .

CURRENT RECORD | NFORMATI ON:

6A. ORGANI ZATI ON' S NAME

02120’ 99 (S-1)
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1 OR 6B. INDIVIDUAL’ S LAST NAME FI RST NAVE M DDLE NAMVE SUFFI X

N

3

CHANGED (NEW OR ADDED | NFORNVATI ON:
7A. ORGANI ZATI ON' S NAME

7B. I NDI VIDUAL’ S LAST NAME FI RST NAME M DDLE NAVE SUFFI X

7C. MAI LI NG ADDRESS CITY STATE PCSTAL CODE COUNTRY

7D. TAX ID. NOO ADD L INFO RE 7E. TYPE OF ORGAN ZATI ON
SSN OR EIN  ORGANI ZATI ON
DEBTOR

7F. JURI SDI CTI ON OF ORGANI ZATI ON 7G. ORGANI ZATI ONAL | D. NO.,
I F ANY
[ 1 NONE

AMVENDVENT ( COLLATERAL CHANGE): CHECK ONLY 1 BOX

DESCRI BE COLLATERAL [ ] DELETED OR [ ] ADDED, OR G VE
ENTIRE [ ] RESTATED COLLATERAL DESCRI PTI ON, OR DESCRI BE
COLLATERAL [ ] ASSI GNED.

NAME OF SECURED PARTY OF RECORD AUTHORI ZI NG THI S AMENDMENT
(NAVE OF ASSIGNOR, IF THES IS AN ASSIGNMENT). IF THHS IS AN
AMENDMENT AUTHORI ZED BY A DEBTOR VWHI CH ADDS COLLATERAL OR
ADDS THE AUTHORI ZI NG DEBTOR, OR IF THIS | S A TERM NATI ON
AUTHORI ZED BY A DEBTOR, CHECK HERE [ ] AND ENTER NAME OF
DEBTOR AUTHORI ZI NG THI S AMENDIVENT.

02120’ 99 (S-1)
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9A. ORGANI ZATI ON' S NAME
OR 9B. | NDIVIDUAL'S LAST NAME FIRST NAME M DDLE NAME SUFFI X
10. OPTI ONAL FI LE REFERENCE DATA
FI LI NG OFFI CE COPY - NATI ONAL UCC FI NANCI NG STATEMENT ANMENDVENT
(FORM UCC3) (REV. 07/29/98)
[ BACK OF FORM

UCC FI NANCI NG STATEMENT AMENDVENT ADDENDUM

FOLLOW | NSTRUCTI ONS ( FRONT AND BACK) CAREFULLY

11. INITIAL FI NANCI NG STATEMENT FILE NO. (SAME AS | TEM 1A ON
AVENDVENT FORM)

12. NAME OF PARTY AUTHORI ZI NG THI S AVMENDMVENT ( SAME AS | TEM 9 ON
AVENDVENT FORM)
12A. ORGANI ZATI ON'S NAME

OR 12B. INDIVIDUAL' S LAST NAVE FI RST NAME M DDLE NAME SUFFI X

13. USE THI' S SPACE FOR ADDI TI ONAL | NFORMATI ON
TH 'S SPACE IS FOR
FI LI NG OFFI CE USE ONLY
FI LI NG OFFI CE COPY - NATI ONAL UCC FI NANCI NG STATEMENT AMENDVENT
ADDENDUM ( FORM UCC3AD) (REV. 07/ 29/ 98)

02120’ 99 (S-1)
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(3) A FORM THAT A FI LI NG OFFI CE MAY NOT REFUSE TO ACCEPT
UNDER SUBSECTI ON (1) OR (2) MJST CONFORM TO THE FORMAT PRESCRI BED
FOR THE FORM BY THE NATI ONAL CONFERENCE OF COWM SSI ONERS.

SEC. 9522. (1) THE FILING OFFI CE SHALL MAI NTAIN A RECORD OF
THE | NFORVATI ON PROVI DED I N A FI LED FI NANCI NG STATEMENT FOR AT
LEAST 1 YEAR AFTER THE EFFECTI VENESS OF THE FI NANCI NG STATEMENT
HAS LAPSED UNDER SECTI ON 9515 W TH RESPECT TO ALL SECURED PARTI ES
OF RECORD. THE RECORD MUST BE RETRI EVABLE BY USI NG THE NAVE OF
THE DEBTOR AND 1 OF THE FOLLOW NG

(A) I F THE RECORD WAS FI LED OR RECORDED I N THE FI LI NG OFFI CE
DESCRI BED I N SECTI ON 9501(1) (A), BY USING THE FI LE NUVBER
ASSI GNED TO THE | NI TI AL FI NANCI NG STATEMENT TO VWH CH THE RECORD
RELATES AND THE DATE THAT THE RECORD WAS FI LED OR RECORDED.

(B) I'F RECORD WAS FI LED I N THE FI LI NG OFFI CE DESCRI BED I N
SECTI ON 9501(1) (B), BY USING THE FI LE NUMBER ASSI GNED TO THE I NI -
TI AL FI NANCI NG STATEMENT TO WHI CH THE RECORD RELATES.

(2) EXCEPT TO THE EXTENT THAT A STATUTE GOVERNI NG DI SPOSI -

TI ON OF PUBLI C RECORDS PROVI DES OTHERW SE, THE FI LI NG OFFI CE

| MVEDI ATELY MAY DESTROY ANY WRI TTEN RECORD EVI DENCI NG A FI NANCI NG
STATEMENT. HOWEVER, |F THE FI LI NG OFFI CE DESTROYS A WRI TTEN
RECORD, | T SHALL MAI NTAI N ANOTHER RECORD OF THE FI NANCI NG STATE-
MENT THAT COWPLI ES W TH SUBSECTI ON (1) .

SEC. 9523. (1) IF A PERSON THAT FILES A WRI TTEN RECCRD
REQUESTS AN ACKNONLEDGVENT OF THE FI LI NG THE FI LI NG OFFI CE SHALL
SEND TO THE PERSON AN | MAGE OF THE RECORD SHOW NG THE NUMBER
ASS| GNED TO THE RECORD PURSUANT TO SECTI ON 9519(1) (A) AND THE
DATE AND TI ME OF THE FI LING OF THE RECORD. HOAEVER, |F THE

02120’ 99 (S-1)
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PERSON FURNI SHES A COPY OF THE RECORD TO THE FI LI NG OFFI CE, THE
FI LI NG OFFI CE MAY | NSTEAD DO BOTH OF THE FOLLOW NG

(A) NOTE UPON THE COPY THE NUMBER ASSI GNED TO THE RECORD
PURSUANT TO SECTI ON 9519(1) (A) AND THE DATE AND TI ME OF THE
FI LI NG OF THE RECORD.

(B) SEND THE COPY TO THE PERSON.

(2) I'F A PERSON FI LES A RECORD OTHER THAN A WRI TTEN RECORD,
THE FI LI NG OFFI CE SHALL COVMUNI CATE TO THE PERSON AN ACKNOW.EDG
MENT THAT PROVI DES ALL OF THE FOLLOW NG

(A) THE | NFORMATI ON | N THE RECORD

(B) THE NUMBER ASSI GNED TO THE RECORD PURSUANT TO SECTI ON
9519( 1) (A) .

(C) THE DATE AND TIME OF THE FILING OF THE RECORD.

(3) THE FILING OFFI CE SHALL COVMUNI CATE OR OTHERW SE MAKE
AVAI LABLE I N A RECORD 1 OR MORE OF THE FOLLOW NG | NFORVATI ON TO
ANY PERSON THAT REQUESTS I T:

(A) WHETHER THERE IS ON FILE ON A DATE AND TI ME SPECI FI ED BY
THE FI LI NG OFFI CE, BUT NOT A DATE EARLI ER THAN 3 BUSI NESS DAYS
BEFORE THE FI LI NG OFFI CE RECEI VES THE REQUEST, ANY FI NANCI NG
STATEMENT THAT MEETS ALL OF THE FOLLOW NG

(i) DESI GNATES A PARTI CULAR DEBTOR OR, | F THE REQUEST SO
STATES, DESI GNATES A PARTI CULAR DEBTOR AT THE ADDRESS SPECI FI ED
I N THE REQUEST.

(i) HAS NOT LAPSED UNDER SECTI ON 9515 W TH RESPECT TO ALL
SECURED PARTI ES OF RECORD.

02120’ 99 (S-1)
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(iii) I'F THE REQUEST SO STATES, HAS LAPSED UNDER SECTI ON
9515 AND A RECORD OF WHI CH | S MAI NTAI NED BY THE FI LI NG OFFI CE
UNDER SECTI ON 9522(1).

(B) THE DATE AND TI ME OF FI LI NG OF EACH FI NANCI NG
STATEMENT.

(©) THE | NFORMATI ON PROVI DED | N EACH FI NANCI NG STATEMENT.

(4) I'N COVPLYING WTH I TS DUTY UNDER SUBSECTI ON (3), THE
FI LI NG OFFI CE MAY COVMUNI CATE | NFORMATI ON | N ANY MEDI UM
HONEVER, | F REQUESTED, THE FI LI NG OFFI CE SHALL COVMUNI CATE | NFOR-
MATI ON BY I SSU NG | TS WRI TTEN CERTI FI CATE OR ANOTHER RECORD THAT
CAN BE ADM TTED | NTO EVI DENCE | N THE COURTS OF THI S STATE W THOUT
EXTRI NSI C EVI DENCE OF | TS AUTHENTI CI TY.

(5) THE FI LI NG OFFI CE SHALL PERFORM THE ACTS REQUI RED BY
SUBSECTI ONS (1) THROUGH (4) AT THE TIME AND IN THE MANNER PRE-
SCRI BED BY FI LI NG OFFI CE RULE, BUT, IN THE CASE OF A FILING
OFFI CE DESCRI BED | N SECTI ON 9501(1) (B), NOT LATER THAN 2 BUSI NESS
DAYS AFTER THE FI LI NG OFFI CE RECEI VES THE REQUEST.
1y f ) T GHEASE UL VBTG BEF RECORD RATE LNDER SECTI O 9625,
OR LI CENSE TO THE PUBLI C ON A NONEXCLUSI VE BASI S, I N BULK, COPIES
OF ALL RECORDS FILED IN I T UNDER THI S PART, I N EVERY MEDI UM FROM
TIME TO TI ME AVAI LABLE TO THE FI LI NG OFFI CE.

SEC. 9524. DELAY BY THE FILING OFFI CE BEYOND A TIME LIMT
PRESCRI BED BY THI S PART | S EXCUSED | F BOTH OF THE FOLLOW NG
APPLY:

(A) THE DELAY | S CAUSED BY | NTERRUPTI ON OF COVMMUNI CATI ON OR
COWUTER FACI LI TIES, WAR, EMERGENCY CONDI TI ONS, FAI LURE OF

02120’ 99 (S-1)
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EQUI PMENT, OR OTHER Cl RCUMSTANCES BEYOND CONTROL OF THE FI LI NG
OFFI CE.

(B) THE FI LI NG OFFI CE EXERCI SES REASONABLE DI LI GENCE UNDER
THE Cl RCUMSTANCES.

SEC. 9525. (1) EXCEPT AS OTHERW SE PROVI DED I N SUBSECTI ON
(3), THE FEE FOR FI LI NG AND | NDEXI NG A RECORD UNDER THI S PART IS
$10. 00, PLUS 1 OR MORE OF THE FOLLOW NG | F APPLI CABLE:

(A) IF THE RECORD I'S A FI NANCI NG STATEMENT IN A FORM OTHER
THAN THE FORM CONTAI NED I N SECTI ON 9521(1), OR THE RECORD IS A
FI NANCI NG STATEMENT AMENDMVENT |N A FORM OTHER THAN THE FORM CON-
TAI NED | N SECTI ON 9521(2), AN ADDI TI ONAL FEE OF $7. 00.

(B) I'F THE RECORD CONTAI NS MORE THAN 100 PAGES, AN ADDI -

TI ONAL FEE OF $12.00.

(O IF THE FILING OFFICE | S REQUI RED TO | NDEX MORE THAN 2
NAMVES, AN ADDI TI ONAL FEE OF $10. 00 FOR EACH NAME MORE THAN 2 THAT
THE FILING OFFI CE | S REQUI RED TO | NDEX.

(2) A FILING OFFI CE SHALL CHARCGE A PERSON A FEE FOR RESPOND-
I NG TO A REQUEST FOR A SEARCH OF THE RECORDS FI LED WTH A FI LI NG
OFFI CE CONCERNI NG A DEBTOR, | NCLUDI NG | SSUANCE OF A CERTI FI CATE
DESCRI BI NG EACH PRESENTLY EFFECTI VE RECORD FI LED CONCERNI NG THE
DEBTCOR | F REQUESTED. THE FEE IS $6.00, PLUS 1 OR MORE OF THE
FOLLOW NG | F APPLI CABLE:

(A) I F THE PERSON REQUESTS A CERTI FI CATE AND THE SEARCH DI S-
CLCSES MORE THAN 100 PRESENTLY EFFECTI VE RECORDS FI LED CONCERNI NG
THE DEBTOR, AN ADDI TI ONAL FEE OF $6. 00.

(B) I'F THE PERSON REQUESTS EXPEDI TI NG OF THE REGULAR SEARCH
PROCESS, AN ADDI Tl ONAL FEE OF $25. 00.

02120’ 99 (S-1)
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(© | F THE PERSON REQUESTS COPI ES OF THE PRESENTLY EFFECTI VE
RECORDS DI SCLOSED BY THE SEARCH, AN ADDI TI ONAL FEE OF $2. 00 PER
PAGE.

(D) I'F THE FILING OFFICE I S THE SECRETARY OF STATE AND THE
PERSON REQUESTS THAT THE SECRETARY OF STATE | NCLUDE AN | MPRESSI ON
OF THE OFFI CIl AL SEAL OF THE SECRETARY OF STATE ON THE CERTI FI -
CATE, AN ADDI TI ONAL FEE OF $6. 00.

(3) THI'S SECTI ON DCES NOTI REQUI RE A FEE W TH RESPECT TO A
RECORD OF A MORTGAGE THAT | S EFFECTI VE AS A FI NANCI NG STATEMENT

FI LED AS A FI XTURE FI LI NG OR AS A FI NANCI NG STATEMENT COVERI NG
AS- EXTRACTED COLLATERAL OR TI MBER TO BE CUT UNDER SECTI ON
9502(3). HOWEVER, THE RECORDI NG AND SATI SFACTI ON FEES THAT OTH
ERW SE WOULD BE APPLI CABLE TO THE RECORD OF THE MORTGAGE APPLY.

SEC. 9526. (1) THE SECRETARY OF STATE SHALL ADOPT AND PUB-
LI SH RULES TO | MPLEMENT THI S ARTI CLE. THE FI LI NG OFFI CE RULES
MUST BE CONS|I STENT WTH THI S ARTI CLE AND ADOPTED AND PUBLI SHED | N
ACCORDANCE W TH THE ADM NI STRATI VE PROCEDURES ACT OF 1969, 1969
PA 306, MCL 24.201 TO 24. 328.

(2) TO KEEP THE FI LI NG OFFI CE RULES AND PRACTI CES OF THE
FI LI NG OFFI CE | N HARMONY W TH THE RULES AND PRACTI CES OF FI LI NG
OFFI CES | N OTHER JURI SDI CTI ONS THAT ENACT SUBSTANTI ALLY THI' S
PART, AND TO KEEP THE TECHNOLOGY USED BY THE FI LI NG OFFI CE COM
PATI BLE W TH THE TECHNOLOGY USED BY FI LI NG OFFI CES I N OTHER
JURI SDI CTI ONS THAT ENACT SUBSTANTI ALLY THI S PART, THE SECRETARY
OF STATE, SO FAR AS | S CONSI STENT W TH THE PURPGOSES, POLI CI ES,
AND PROVI SIONS OF THI S ARTI CLE, | N ADOPTI NG, AMENDI NG, AND
REPEALI NG FI LI NG OFFI CE RULES, SHALL DO ALL OF THE FOLLOW NG

02120’ 99 (S-1)
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(A) CONSULT WTH FILING OFFI CES I N OTHER JURI SDI CTI ONS THAT
ENACT SUBSTANTI ALLY THI S PART.

(B) CONSULT THE MOST RECENT VERSI ON OF THE MODEL RULES
PROMULGATED BY THE | NTERNATI ONAL ASSOCI ATI ON OF CORPORATE ADM N-
| STRATORS OR ANY SUCCESSOR ORGANI ZATI ON.

(© TAKE | NTO CONSI DERATI ON THE RULES AND PRACTI CES COF, AND
THE TECHNOLOGY USED BY, FILING OFFI CES IN OTHER JURI SDI CTI ONS
THAT ENACT SUBSTANTI ALLY THI S PART.

SEC. 9527. THE SECRETARY OF STATE SHALL REPORT ANNUALLY TO
THE GOVERNOR AND LEGQ SLATURE ON THE OPERATI ON OF THE FI LI NG
OFFI CE. THE REPORT MJST CONTAIN A STATEMENT OF THE EXTENT TO
VH CH THE FI LI NG OFFI CE RULES ARE NOT | N HARMONY W TH THE RULES
OF FILING OFFI CES I N OTHER JURI SDI CTI ONS THAT ENACT SUBSTANTI ALLY
TH'S PART AND THE REASONS FOR THESE VARI ATI ONS, AND THE
FI LI NG OFFI CE RULES ARE NOT | N HARMONY W TH THE MOST RECENT VER-
SION OF THE MOCDEL RULES PROMULGATED BY THE | NTERNATI ONAL ASSOCI A-
TI ON OF CORPORATE ADM NI STRATORS, OR ANY SUCCESSOR ORGANI ZATI ON,
AND THE REASONS FOR THESE VARI ATI ONS.

PART 6
DEFAULT

SUBPART 1. DEFAULT AND ENFORCEMENT OF SECURI TY | NTEREST

SEC. 9601. (1) AFTER DEFAULT, A SECURED PARTY HAS THE
Rl GHTS PROVIDED I N THI S PART AND, EXCEPT AS OTHERW SE PROVI DED I N
SECTI ON 9602, THOSE PROVI DED BY AGREEMENT OF THE PARTIES. A
SECURED PARTY MAY DO 1 OR MORE OF THE FOLLOW NG

02120’ 99 (S-1)
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(A) MAY REDUCE A CLAI M TO JUDGMVENT, FORECLOSE, OR OTHERW SE
ENFORCE THE CLAIM SECURI TY | NTEREST, OR AGRI CULTURAL LIEN BY ANY
AVAI LABLE JUDI Cl AL PROCEDURE

(B) | F THE COLLATERAL |'S DOCUMENTS, MAY PROCEED El THER AS TO
THE DOCUMENTS OR AS TO THE GOODS THEY COVER

(2) A SECURED PARTY | N POSSESSI ON OF COLLATERAL OR CONTROL
OF COLLATERAL UNDER SECTI ON 9104, 9105, 9106, OR 9107 HAS THE
RI GHTS AND DUTI ES PROVI DED | N SECTI ON 9207.

(3) THE RI GHTS UNDER SUBSECTI ONS (1) AND (2) ARE CUMULATI VE

AND MAY BE EXERCI SED S| MULTANEQUSLY.

(4) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (7) AND SEC
TI ON 9605, AFTER DEFAULT, A DEBTOR AND AN OBLI GOR HAVE THE RI GHTS
PROVIDED IN THI' S PART AND BY AGREEMENT OF THE PARTI ES.

(5) I'F A SECURED PARTY HAS REDUCED | TS CLAI M TO JUDGVENT,
THE LI EN OF ANY LEVY THAT MAY BE MADE UPON THE COLLATERAL BY
VI RTUE OF AN EXECUTI ON BASED UPON THE JUDGVENT RELATES BACK TO
THE EARLI EST OF THE FOLLOW NG

(A) THE DATE OF PERFECTI ON OF THE SECURI TY | NTEREST OR AGRI -
CULTURAL LIEN I'N THE COLLATERAL.

(B) THE DATE OF FI LI NG A FI NANCI NG STATEMENT COVERI NG THE
COLLATERAL.

(© ANY DATE SPECI FIED I N A STATUTE UNDER WHI CH THE AGRI CUL-
TURAL LI EN WAS CREATED.

(6) A SALE PURSUANT TO AN EXECUTION | S A FORECLOSURE OF THE
SECURI TY | NTEREST OR AGRI CULTURAL LI EN BY JUDI CI AL PROCEDURE
WTH N THE MEANI NG OF THI' S SECTI ON. A SECURED PARTY NAY PURCHASE
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AT THE SALE AND THEREAFTER HOLD THE COLLATERAL FREE OF ANY OTHER
REQUI REMENTS OF THI S ARTI CLE.

(7) EXCEPT AS OTHERW SE PROVI DED | N SECTI ON 9607(3), THI S
PART | MPOSES NO DUTI ES UPON A SECURED PARTY THAT IS A CONSI GNOR
OR IS A BUYER OF ACCOUNTS, CHATTEL PAPER, PAYMENT | NTANG BLES, OR
PROM SSCORY NOTES.

SEC. 9602. EXCEPT AS OTHERW SE PROVI DED | N SECTI ON 9624, TO
THE EXTENT THAT THEY G VE RI GHTS TO A DEBTOR OR OBLI GOR AND
| MPOSE DUTI ES ON A SECURED PARTY, THE DEBTOR OR OBLI GOR MAY NOT
WAl VE OR VARY THE RULES STATED | N THE FOLLOW NG LI STED SECTI ONS:

(A) SECTI ON 9207(2) (D) (iii), WHI CH DEALS W TH USE AND OPERA-
TI ON OF THE COLLATERAL BY THE SECURED PARTY.

(B) SECTI ON 9210, WHI CH DEALS W TH REQUESTS FOR AN ACCOUNT-
| NG AND REQUESTS CONCERNI NG A LI ST OF COLLATERAL AND STATEMENT OF
ACCOUNT

(C) SECTI ON 9607(3), WHI CH DEALS W TH COLLECTI ON AND
ENFORCEMENT OF COLLATERAL.

(D) SECTI ONS 9608(1) AND 9615(3) TO THE EXTENT THAT THEY
DEAL W TH APPLI CATI ON OR PAYMENT OF NONCASH PROCEEDS OF COLLEC-

TI ON, ENFORCEMENT, OR DI SPOSI Tl ON.

(E) SECTI ONS 9608(1) AND 9615(4) TO THE EXTENT THAT THEY
REQUI RE ACCOUNTI NG FOR OR PAYMENT OF SURPLUS PROCEEDS OF
COLLATERAL.

(F) SECTI ON 9609 TO THE EXTENT THAT I T | MPOSES UPON A
SECURED PARTY THAT TAKES POSSESSI ON OF COLLATERAL W THOUT JUDI -

Cl AL PROCESS THE DUTY TO DO SO W THOUT BREACH OF THE PEACE.
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(G SECTIONS 9610(2), 9611, 9613, AND 9614, WH CH DEAL W TH
DI SPCSI TI ON OF COLLATERAL.

(H) SECTION 9615(6), WH CH DEALS W TH CALCULATI ON OF A DEFI -
Cl ENCY OR SURPLUS WHEN A DI SPOSI TION IS MADE TO THE SECURED
PARTY, A PERSON RELATED TO THE SECURED PARTY, OR A SECONDARY
OBLI GOR.

(1) SECTION 9616, WHI CH DEALS W TH EXPLANATI ON OF THE CALCU-
LATI ON OF A SURPLUS OR DEFI Cl ENCY.

(J) SECTIONS 9620, 9621, AND 9622, WHI CH DEAL W TH ACCEP-

TANCE OF COLLATERAL | N SATI SFACTI ON OF OBLI GATI ON.

(K) SECTION 9623, WH CH DEALS W TH REDEMPTI ON OF
COLLATERAL.

(1) SECTI ON 9624, WH CH DEALS W TH PERM SSI BLE WAl VERS.

(M SECTIONS 9625 AND 9626, WHI CH DEAL W TH THE SECURED
PARTY' S LI ABILITY FOR FAILURE TO COWLY WTH TH S ARTI CLE.

SEC. 9603. (1) THE PARTIES MAY DETERM NE BY AGREEMENT THE
STANDARDS MEASURI NG THE FULFI LLMENT OF THE RI GHTS OF A DEBTOR OR
OBLI GOR AND THE DUTI ES OF A SECURED PARTY UNDER A RULE STATED I N
SECTI ON 9602 | F THE STANDARDS ARE NOT MANI FESTLY UNREASONABLE.

(2) SUBSECTION (1) DOES NOT APPLY TO THE DUTY UNDER SECTI ON
9609 TO REFRAI N FROM BREACH NG THE PEACE.

SEC. 9604. (1) IF A SECURI TY AGREEMENT COVERS BOTH PERSONAL
AND REAL PROPERTY, A SECURED PARTY MAY DO EI THER OF THE
FOLLOW NG

(A) PROCEED UNDER THI S PART AS TO THE PERSONAL PROPERTY
W THOUT PREJUDI CI NG ANY RI GHTS W TH RESPECT TO THE REAL
PROPERTY.
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(B) PROCEED AS TO BOTH THE PERSONAL PROPERTY AND THE REAL
PROPERTY I N ACCORDANCE W TH THE RI GHTS W TH RESPECT TO THE REAL
PROPERTY, I N WH CH CASE THE OTHER PROVI SI ONS OF THI S PART DO NOT
APPLY.

(2) SUBJECT TO SUBSECTION (3), IF A SECURI TY AGREEMENT
COVERS GOODS THAT ARE OR BECOME FI XTURES, A SECURED PARTY MAY DO
El THER OF THE FOLLOW NG

(A) PROCEED UNDER THI S PART.

(B) PROCEED I N ACCORDANCE W TH THE RI GHTS W TH RESPECT TO
REAL PROPERTY, |IN WH CH CASE THE OTHER PROVI SI ONS OF TH S PART DO
NOT APPLY.

(3) SUBJECT TO THE OTHER PROVI SIONS OF THI S PART, IF A
SECURED PARTY HOLDI NG A SECURI TY | NTEREST I N FI XTURES HAS PRI OR-
| TY OVER ALL OMNERS AND ENCUMBRANCERS OF THE REAL PROPERTY, THE
SECURED PARTY, AFTER DEFAULT, MAY REMOVE THE COLLATERAL FROM THE
REAL PROPERTY.

(4) A SECURED PARTY THAT REMOVES COLLATERAL SHALL PROWPTLY
REI MBURSE ANY ENCUVBRANCER OR OMNER OF THE REAL PROPERTY, OTHER
THAN THE DEBTOR, FOR THE COST OF REPAI R OF ANY PHYSI CAL | NJURY
CAUSED BY THE REMOVAL. THE SECURED PARTY NEED NOT REI MBURSE THE
ENCUMBRANCER OR OMNER FOR ANY DI M NUTI ON I N VALUE OF THE REAL
PROPERTY CAUSED BY THE ABSENCE OF THE GOODS REMOVED COR BY ANY
NECESSI TY OF REPLACI NG THEM A PERSON ENTI TLED TO REI MBURSEMENT
MAY REFUSE PERM SSI ON TO REMOVE UNTI L THE SECURED PARTY G VES
ADEQUATE ASSURANCE FOR THE PERFORMANCE OF THE OBLI GATI ON TO
REI MBURSE.
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SEC. 9605. A SECURED PARTY DOES NOT OAE A DUTY BASED ON I TS
STATUS AS SECURED PARTY TO ElI THER OF THE FOLLOW NG

(A) TO A PERSON THAT IS A DEBTOR OR OBLI GOR, UNLESS THE
SECURED PARTY KNOWS ALL OF THE FOLLOW NG

(i) THAT THE PERSON | S A DEBTOR OR OBLI GOR.

(i) THE I DENTITY OF THE PERSON.

(i) HOW TO COVMUNI CATE W TH THE PERSON.

(B) TO A SECURED PARTY OR LI ENHOLDER THAT HAS FI LED A
FI NANCI NG STATEMENT AGAI NST A PERSON, UNLESS THE SECURED PARTY
KNOA6 BOTH OF THE FOLLOW NG

(i) THAT THE PERSON | S A DEBTOR

(i) THE I DENTITY OF THE PERSON.

SEC. 9606. FOR PURPCSES OF TH S PART, A DEFAULT OCCURS | N
CONNECTI ON W TH AN AGRI CULTURAL LI EN AT THE TI ME THE SECURED
PARTY BECOMVES ENTI TLED TO ENFORCE THE LI EN I N ACCORDANCE W TH THE
STATUTE UNDER WHI CH I T WAS CREATED.

SEC. 9607. (1) IF SO AGREED, AND I N ANY EVENT AFTER
DEFAULT, A SECURED PARTY MAY DO 1 OR MORE OF THE FOLLOW NG

(A) NOTI FY AN ACCOUNT DEBTOR OR OTHER PERSON OBLI GATED ON
COLLATERAL TO MAKE PAYMENT OR OTHERW SE RENDER PERFORMANCE TO OR
FOR THE BENEFI T OF THE SECURED PARTY.

(B) TAKE ANY PROCEEDS TO WHI CH THE SECURED PARTY | S ENTI TLED
UNDER SECTI ON 9315.

(©) ENFORCE THE OBLI GATI ONS OF AN ACCOUNT DEBTOR OR OTHER
PERSON OBLI GATED ON COLLATERAL AND EXERCI SE THE RI GHTS OF THE
DEBTOR W TH RESPECT TO THE OBLI GATI ON OF THE ACCOUNT DEBTOR OR
OTHER PERSON CBLI GATED ON COLLATERAL TO MAKE PAYMENT OR OTHERW SE
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RENDER PERFORMANCE TO THE DEBTOR, AND W TH RESPECT TO ANY
PROPERTY THAT SECURES THE OBLI GATI ONS OF THE ACCOUNT DEBTCR OR
OTHER PERSON OBLI GATED ON THE COLLATERAL.

(D) IF IT HOLDS A SECURI TY | NTEREST I N A DEPOSI T ACCOUNT
PERFECTED BY CONTROL UNDER SECTI ON 9104(1)(A), APPLY THE BALANCE
OF THE DEPOSI T ACCOUNT TO THE OBLI GATI ON SECURED BY THE DEPOSI T
ACCOUNT

(E) IF IT HOLDS A SECURI TY | NTEREST IN A DEPOSI T ACCOUNT
PERFECTED BY CONTROL UNDER SECTI ON 9104(1)(B) OR (C), |NSTRUCT

THE BANK TO PAY THE BALANCE OF THE DEPCSI T ACCOUNT TO OR FOR THE
BENEFI T OF THE SECURED PARTY.

(2) 1'F NECESSARY TO ENABLE A SECURED PARTY TO EXERCI SE UNDER
SUBSECTION (1) (C) THE RIGHT OF A DEBTOR TO ENFORCE A MORTGACE
NONJUDI Cl ALLY, THE SECURED PARTY MAY RECORD BOTH OF THE FOLLOW NG
IN THE OFFICE I N WHI CH A RECORD OF THE MORTGAGE | S RECORDED:

(A) A COPY OF THE SECURI TY AGREEMENT THAT CREATES OR PRO-

VI DES FOR A SECURI TY | NTEREST I N THE OBLI GATI ON SECURED BY THE
MORTGAGE.

(B) THE SECURED PARTY' S SWORN AFFI DAVI T | N RECORDABLE FORM
STATI NG THAT A DEFAULT HAS OCCURRED AND THE SECURED PARTY | S
ENTI TLED TO ENFORCE THE MORTGAGE NONJUDI CI ALLY.

(3) A SECURED PARTY SHALL PROCEED IN A COMMERCI ALLY REASON-
ABLE MANNER | F THE SECURED PARTY MEETS BOTH OF THE FOLLOW NG

(A) UNDERTAKES TO COLLECT FROM OR ENFORCE AN OBLI GATI ON CF
AN ACCOUNT DEBTOR OR OTHER PERSON OBLI GATED ON COLLATERAL.
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(B) I'S ENTI TLED TO CHARGE BACK UNCOLLECTED COLLATERAL OR
OTHERW SE TO FULL OR LI M TED RECOURSE AGAI NST THE DEBTOR OR A
SECONDARY OBLI GOR.

(4) A SECURED PARTY MAY DEDUCT FROM THE COLLECTI ONS MADE
PURSUANT TO SUBSECTI ON (3) REASONABLE EXPENSES OF COLLECTI ON AND
ENFORCEMENT, | NCLUDI NG REASONABLE ATTORNEY FEES AND LEGAL
EXPENSES | NCURRED BY THE SECURED PARTY.

(5) THI'S SECTI ON DCES NOT DETERM NE WHETHER AN ACCOUNT
DEBTOR, BANK, OR OTHER PERSON OBLI GATED ON COLLATERAL OAES A DUTY
TO A SECURED PARTY.

SEC. 9608. (1) IF A SECURITY | NTEREST OR ACRI CULTURAL LI EN
SECURES PAYMENT OR PERFORVANCE OF AN OBLI GATI ON, THE FOLLOW NG
RULES APPLY:

(A) A SECURED PARTY SHALL APPLY OR PAY OVER FOR APPLI CATI ON
THE CASH PROCEEDS OF COLLECTI ON OR ENFORCEMENT UNDER SECTI ON 9607
IN THE FOLLOWN NG ORDER TO

(i) THE REASONABLE EXPENSES OF COLLECTI ON AND ENFORCEMENT
AND, TO THE EXTENT PROVI DED FOR BY AGREEMENT AND NOT PROCH Bl TED
BY LAW REASONABLE ATTORNEY FEES AND LEGAL EXPENSES | NCURRED BY
THE SECURED PARTY.

(i) THE SATI SFACTI ON OF OBLI GATI ONS SECURED BY THE SECURI TY
| NTEREST OR AGRI CULTURAL LI EN UNDER VWH CH THE COLLECTI ON OR
ENFORCEMENT | S MADE.

(iii) THE SATI SFACTI ON OF OBLI GATI ONS SECURED BY ANY SUBCR-

DI NATE SECURI TY | NTEREST I N OR OTHER LI EN ON THE COLLATERAL
SUBJECT TO THE SECURI TY | NTEREST OR AGRI CULTURAL LI EN UNDER WHI CH
THE COLLECTI ON OR ENFORCEMENT IS MADE | F THE SECURED PARTY
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RECEI VES AN AUTHENTI CATED DEMAND FOR PROCEEDS BEFORE DI STRI BUTI ON
OF THE PROCEEDS | S COVPLETED

(B) | F REQUESTED BY A SECURED PARTY, A HOLDER OF A SUBORDI -
NATE SECURI TY | NTEREST OR OTHER LI EN SHALL FURNI SH REASONABLE
PROOF OF THE | NTEREST OR LIEN WTHI N A REASONABLE TIME. UNLESS
THE HOLDER COMPLI ES, THE SECURED PARTY NEED NOT COMPLY W TH THE
HOLDER S DEMAND UNDER SUBDI VI SI ON ( A) (iii) .

(C) A SECURED PARTY NEED NOT APPLY OR PAY OVER FOR APPLI CA-
TI ON NONCASH PROCEEDS OF COLLECTI ON AND ENFORCEMENT UNDER
SECTI ON 9607 UNLESS THE FAI LURE TO DO SO WOULD BE COWMMERCI ALLY
UNREASONABLE. A SECURED PARTY THAT APPLIES OR PAYS OVER FOR
APPL| CATI ON NONCASH PROCEEDS SHALL DO SO I N A COMMVERCI ALLY REA-
SONABLE MANNER.

(D) A SECURED PARTY SHALL ACCOUNT TO AND PAY A DEBTOR FOR
ANY SURPLUS, AND THE OBLI GOR |'S LI ABLE FOR ANY DEFI Cl ENCY.

(2) |F THE UNDERLYI NG TRANSACTI ON IS A SALE OF ACCOUNTS,
CHATTEL PAPER, PAYMENT | NTANG BLES, OR PROM SSORY NOTES, THE
DEBTOR |'S NOT ENTI TLED TO ANY SURPLUS, AND THE OBLI GOR |'S NOT
LI ABLE FOR ANY DEFI Cl ENCY.

SEC. 9609. (1) AFTER DEFAULT, A SECURED PARTY MAY DO 1 OR
MORE OF THE FOLLOW NG

(A) TAKE POSSESSI ON OF THE COLLATERAL.

(B) W THOUT REMOVAL, RENDER EQUI PMENT UNUSABLE AND DI SPOSE
OF COLLATERAL ON A DEBTOR S PREM SES UNDER SECTI ON 9610.

(2) A SECURED PARTY MAY PROCEED UNDER SUBSECTI ON (1) El THER
PURSUANT TO JUDI Cl AL PROCESS, OR W THOUT JUDI Cl AL PROCESS IF I T
PROCEEDS W THOUT BREACH OF THE PEACE
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(3) |F SO AGREED, AND I N ANY EVENT AFTER DEFAULT, A SECURED
PARTY MAY REQUI RE THE DEBTOR TO ASSEMBLE THE COLLATERAL AND MAKE
| T AVAI LABLE TO THE SECURED PARTY AT A PLACE TO BE DES| GNATED BY
THE SECURED PARTY THAT |'S REASONABLY CONVENI ENT TO BOTH PARTI ES.

SEC. 9610. (1) AFTER DEFAULT, A SECURED PARTY MAY SELL,
LEASE, LI CENSE, OR OTHERW SE DI SPOSE OF ANY OR ALL OF THE COLLAT-
ERAL I N | TS PRESENT CONDI TI ON OR FOLLOA NG ANY COMMERCI ALLY REA-
SONABLE PREPARATI ON OR PROCESSI NG

(2) EVERY ASPECT OF A DI SPOSI TI ON OF COLLATERAL, | NCLUDI NG
THE METHOD, MANNER, TIME, PLACE, AND OTHER TERMB, MUST BE COMVER-
Cl ALLY REASONABLE. | F COWERCI ALLY REASONABLE, A SECURED PARTY
MAY DI SPOSE OF COLLATERAL BY PUBLI C OR PRI VATE PROCEEDI NGS, BY 1
OR MORE CONTRACTS, AS A UNIT OR I N PARCELS, AND AT ANY TI ME AND
PLACE AND ON ANY TERVS

(3) A SECURED PARTY MAY PURCHASE COLLATERAL ElI THER AT A
PUBLI C DI SPCSI TION, OR AT A PRI VATE DI SPCSI TION ONLY | F THE COL-
LATERAL IS OF A KIND THAT |'S CUSTOVARI LY SOLD ON A RECOGNI ZED
MARKET OR THE SUBJECT OF W DELY DI STRI BUTED STANDARD PRI CE
QUOTATI ONS.

(4) A CONTRACT FOR SALE, LEASE, LICENSE, OR OTHER DI SPOSI -
TI ON | NCLUDES THE WARRANTI ES RELATI NG TO TI TLE, POSSESSI ON, QUI ET
ENJOYMENT, AND THE LI KE WHI CH BY OPERATI ON OF LAW ACCOVPANY A
VOLUNTARY DI SPOSI TI ON OF PROPERTY OF THE KI ND SUBJECT TO THE
CONTRACT.

(5) A SECURED PARTY MAY DI SCLAI M OR MODI FY WARRANTI ES UNDER
SUBSECTI ON (4) EI THER IN A MANNER THAT WOULD BE EFFECTI VE TO
DI SCLAI M OR MODI FY THE WARRANTI ES | N A VOLUNTARY DI SPCSI TI ON OF
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PROPERTY OF THE KI ND SUBJECT TO THE CONTRACT OF DI SPCSI TI ON, OR
BY COVMUNI CATI NG TO THE PURCHASER A RECORD EVI DENCI NG THE CON
TRACT FOR DI SPOSI TI ON AND | NCLUDI NG AN EXPRESS DI SCLAI MER OR MOD-
| FI CATI ON OF THE WARRANTI ES.

(6) A RECORD |'S SUFFI Cl ENT TO DI SCLAI M WARRANTI ES UNDER SUB-
SECTION (5) I|F I T I NDI CATES "THERE |'S NO WARRANTY RELATI NG TO
TI TLE, POSSESSI ON, QUI ET ENJOYMENT, OR THE LIKE IN TH' S
DI SPCSI TI ON' OR USES WORDS OF SI M LAR | MPORT

SEC. 9611. (1) AS USED IN THI'S SECTI ON, "NOTI FI CATI ON DATE"
MEANS THE EARLI ER OF THE DATE ON WHI CH 1 OF THE FOLLOW NG
OCCURS:

(A) A SECURED PARTY SENDS TO THE DEBTOR AND ANY SECONDARY
OBLI GOR AN AUTHENTI CATED NOTI FI CATI ON OF DI SPOSI TI ON

(B) THE DEBTOR AND ANY SECONDARY OBLI GOR WAI VE THE RI GHT TO
NOTI FI CATI ON.

(2) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (4), A
SECURED PARTY THAT DI SPOSES OF COLLATERAL UNDER SECTI ON 9610
SHALL SEND TO THE PERSONS SPECI FI ED | N SUBSECTI ON (3) A REASON
ABLE AUTHENTI CATED NOTI FI CATI ON OF DI SPOSI TI ON

(3) TO COVPLY W TH SUBSECTI ON (2), THE SECURED PARTY SHALL
SEND AN AUTHENTI CATED NOTI FI CATI ON OF DI SPOSI TION TO ALL OF THE
FOLLOW NG

(A) THE DEBTOR.

(B) ANY SECONDARY OBLI GOR.

(C) | F THE COLLATERAL |'S OTHER THAN CONSUMER GOODS, ALL OF
THE FOLLOW NG, AS APPL| CABLE:
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(i) ANY OTHER PERSON FROM WHI CH THE SECURED PARTY HAS
RECEI VED, BEFORE THE NOTI FI CATI ON DATE, AN AUTHENTI CATED
NOTI FI CATI ON OF A CLAIM OF AN | NTEREST | N THE COLLATERAL.

(i) ANY OTHER SECURED PARTY OR LI ENHOLDER THAT, 10 DAYS
BEFORE THE NOTI FI CATI ON DATE, HELD A SECURI TY | NTEREST IN OR
OTHER LI EN ON THE COLLATERAL PERFECTED BY THE FILING OF A FI NANG-
| NG STATEMENT THAT | DENTI FI ED THE COLLATERAL, WAS | NDEXED UNDER
THE DEBTOR S NAME AS OF THAT DATE, AND WAS FI LED I N THE OFFI CE I N
WHI CH TO FILE A FI NANCI NG STATEMENT AGAI NST THE DEBTOR COVERI NG
THE COLLATERAL AS OF THAT DATE.

(iii) ANY OTHER SECURED PARTY THAT, 10 DAYS BEFORE THE NOTI -
FI CATI ON DATE, HELD A SECURI TY | NTEREST | N THE COLLATERAL PERFEC-
TED BY COMVPLI ANCE W TH A STATUTE, REGULATI ON, OR TREATY DESCRI BED
I N SECTI ON 9311(1).

(4) SUBSECTI ON (2) DOES NOT APPLY | F THE COLLATERAL IS PER-
| SHABLE OR THREATENS TO DECLI NE SPEEDILY IN VALUE OR IS OF A TYPE
CUSTOVARI LY SOLD ON A RECOGNI ZED MARKET.

(5) A SECURED PARTY COWPLIES W TH THE REQUI REMENT FOR NOTI -
FI CATI ON PRESCRI BED BY SUBSECTI ON (3)(C) (ii) | F THE SECURED PARTY
DOES BOTH OF THE FOLLOW NG

(A) NOT LATER THAN 20 DAYS OR EARLI ER THAN 30 DAYS BEFORE
THE NOTI FI CATI ON DATE, THE SECURED PARTY REQUESTS, | N A COMMER-

Cl ALLY REASONABLE MANNER, | NFORMATI ON CONCERNI NG FI NANCI NG STATE-
MENTS | NDEXED UNDER THE DEBTOR S NAME | N THE OFFI CE | NDI CATED I N
SUBSECTI ON ( 3) (©) (i) .

(B) BEFORE THE NOTI FI CATI ON DATE, 1 OF THE FOLLOW NG

APPLI ES:
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(i) THE SECURED PARTY DI D NOT RECElI VE A RESPONSE TO THE
REQUEST FOR | NFORMATI ON.

(ii) THE SECURED PARTY RECEI VED A RESPONSE TO THE REQUEST
FOR | NFORVATI ON AND SENT AN AUTHENTI CATED NOTI FI CATI ON OF DI SPG-
SI TION TO EACH SECURED PARTY OR OTHER LI ENHOLDER NAMED | N THAT
RESPONSE WHOSE FI NANCI NG STATEMENT COVERED THE COLLATERAL.

SEC. 9612. (1) EXCEPT AS OTHERW SE PROVI DED I N SUBSECTI ON
(2), WHETHER A NOTI FI CATION IS SENT WTHI N A REASONABLE TIME | S A
QUESTI ON OF FACT.

(2) I'N A TRANSACTI ON OTHER THAN A CONSUMER TRANSACTI ON, A
NOTI FI CATI ON OF DI SPOSI TI ON SENT AFTER DEFAULT AND 10 DAYS OR
MORE BEFORE THE EARLI EST TIME OF DI SPCSI TI ON SET FORTH I N THE
NOTI FI CATION I'S SENT W THI N A REASONABLE TI ME BEFORE THE
DI SPCSI T1 ON.

SEC. 9613. EXCEPT I N A CONSUMER- GOCDS TRANSACTI ON, THE FOL-
LOWN NG RULES APPLY:

(A) THE CONTENTS OF A NOTI FI CATI ON OF DI SPCSI TI ON ARE SUFFI -
Cl ENT | F THE NOTI FI CATI ON DOES ALL OF THE FOLLOW NG

(i) DESCRI BES THE DEBTOR AND THE SECURED PARTY.

(i) DESCRI BES THE COLLATERAL THAT IS THE SUBJECT OF THE
| NTENDED DI SPOSI TI ON.

(i) STATES THE METHOD OF | NTENDED DI SPOSI Tl ON.

(iv) STATES THAT THE DEBTOR IS ENTI TLED TO AN ACCQOUNTI NG OF
THE UNPAI D | NDEBTEDNESS AND STATES THE CHARGE, | F ANY, FOR AN
ACCOUNTI NG,

(v) STATES THE TI ME AND PLACE OF A PUBLI C DI SPCSI TI ON OR THE
TI ME AFTER WH CH ANY OTHER DI SPOSI TION IS TO BE MADE.
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(B) WHETHER THE CONTENTS OF A NOTI FI CATI ON THAT LACKS ANY OF
THE | NFORMATI ON SPECI FI ED | N SUBDI VI SI ON (A) ARE NEVERTHELESS
SUFFI CIENT |'S A QUESTI ON OF FACT.

(C) THE CONTENTS OF A NOTI FI CATI ON PROVI DI NG SUBSTANTI ALLY
THE | NFORMATI ON SPECI FI ED | N SUBDI VI SION (A) ARE SUFFI Cl ENT, EVEN
| F THE NOTI FI CATI ON | NCLUDES | NFORMATI ON NOT SPECI FI ED BY THAT
PARAGRAPH OR M NOR ERRORS THAT ARE NOT SERI OUSLY M SLEADI NG

(D) A PARTI CULAR PHRASI NG OF THE NOTI FI CATI ON | S NOT
REQUI RED,

(E) THE FOLLOW NG FORM OF NOTI FI CATI ON AND THE FORM APPEAR-
ING | N SECTI ON 9614(C), WHEN COMPLETED, EACH PROVI DES SUFFI Cl ENT
| NFORMAT] ON:

NOTI FI CATI ON OF DI SPOSI TI ON OF COLLATERAL

TO NAME OF DEBTOR OBLI GOR, OR OTHER PERSON TO
FROM [NAVE_ ADDRESS. AND TELEPHCNE huveer o
m%ﬁ | F DEBTOR(S) ARE NOT AN

DDRESSEE]
[FOR A PUBLIC DI SPCST TI ON: |

WE WLL SELL [OR LEASE OR LI CENSE, AS APPL|I CABLE] THE
[ DESCRI BE COLLATERAL] [TO THE HI GHEST QUALI FI ED BIDDER] | N PUBLIC
AS FOLLOWS:

DAY AND DATE:

TI ME:

PLACE:

[ FOR A PRI VATE DI SPCSI Tl ON: ]
WE WLL SELL [OR LEASE OR LI CENSE, AS APPLI CABLE] THE
[ DESCRI BE COLLATERAL] PRI VATELY SOVETI ME AFTER [ DAY AND DATE] .
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YOU ARE ENTI TLED TO AN ACCOUNTI NG OF THE UNPAI D | NDEBTEDNESS
SECURED BY THE PROPERTY THAT WE | NTEND TO SELL [ OR LEASE OR
LI CENSE, AS APPLI CABLE] [FOR A CHARGE OF $ ]. YU
MAY REQUEST AN ACCOUNTI NG BY CALLING US AT [ TELEPHONE NUVBER] .

[ END OF FORM

SEC. 9614. |N A CONSUMER- GOODS TRANSACTI ON, THE FOLLOW NG
RULES APPLY:

(A) A NOTI FI CATI ON OF DI SPOSI TI ON MUST PROVI DE ALL OF THE
FOLLON NG | NFORMATI ON:

(i) THE | NFORVATI ON SPECI FI ED | N SECTI ON 9613( A) .

(i) A DESCRI PTI ON OF ANY LI ABILITY FOR A DEFI Cl ENCY OF THE
PERSON TO WHI CH THE NOTI FI CATI ON | S SENT.

(iii) A TELEPHONE NUMBER FROM WHI CH THE AMOUNT THAT MUST BE
PAI D TO THE SECURED PARTY TO REDEEM THE COLLATERAL UNDER SECTI ON
9623 |'S AVAI LABLE.

(iv) A TELEPHONE NUMBER OR MAI LI NG ADDRESS FROM WHI CH ADDI -
TI ONAL | NFORVATI ON CONCERNI NG THE DI SPOSI TI ON AND THE OBLI GATI ON
SECURED | S AVAI LABLE.

(B) A PARTI CULAR PHRASI NG OF THE NOTI FI CATI ON | S NOT
REQUI RED.

(C) THE FOLLOWN NG FORM OF NOTI FI CATI ON, WHEN COVPLETED, PRO-
VI DES SUFFI Cl ENT | NFORMATI ON:
[ NAVE AND ADDRESS OF SECURED PARTY]
[ DATE]

NOTlI CE OF OUR PLAN TO SELL PROPERTY
[ NAVE AND ADDRESS OF ANY OBLIGOR WHO | S ALSO A DEBTOR]
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SUBJECT: [1DENTI FI CATI ON OF TRANSACTI QN

VWE HAVE YOUR [ DESCRI BE COLLATERAL], BECAUSE YOU BROKE
PROM SES I N OUR AGREEMENT.

[ FOR A PUBLI C DI SPCSI TI ON: ]

WE WLL SELL [ DESCRI BE COLLATERAL] AT PUBLIC SALE. A SALE
COULD | NCLUDE A LEASE OR LICENSE. THE SALE WLL BE HELD AS
FOLLOWG:

DATE:
Tl MVE:
PLACE:
YOU MAY ATTEND THE SALE AND BRI NG BI DDERS | F YOU WANT.

[ FOR A PRI VATE DI SPCSI Tl ON: ]

WE WLL SELL [ DESCRI BE COLLATERAL] AT PRI VATE SALE SOVETI ME
AFTER [DATE]. A SALE COULD | NCLUDE A LEASE OR LI CENSE.

THE MONEY THAT WE GET FROM THE SALE ( AFTER PAYI NG OQUR COSTS)
W LL REDUCE THE AMOUNT YOU OAE. | F WE GET LESS MONEY THAN YQU
ONE, YOU [WLL OR WLL NOT, AS APPLICABLE] STILL OANE US THE
DI FFERENCE. | F WE GET MORE MONEY THAN YOU ONE, YOU W LL GET THE
EXTRA MONEY, UNLESS WE MUST PAY | T TO SOVEONE ELSE.

YOU CAN GET THE PROPERTY BACK AT ANY TI ME BEFORE WE SELL | T
BY PAYING US THE FULL AMOUNT YOU OWE (NOT JUST THE PAST DUE
PAYMENTS), | NCLUDI NG OUR EXPENSES. TO LEARN THE EXACT AMOUNT YQU
MUST PAY, CALL US AT [ TELEPHONE NUMBER] .

I F YOU WANT US TO EXPLAIN TO YQU | N WRI TI NG HOW WE HAVE FI G
URED THE AMOUNT THAT YOU ONE US, YOU MAY CALL US AT [ TELEPHONE
NUMBER] [OR WRI TE US AT [ SECURED PARTY' S ADDRESS|] AND REQUEST A
WRI TTEN EXPLANATI ON. [WE WLL CHARGE YOU $ FOR
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THE EXPLANATI ON | F WE SENT YOU ANOTHER WRI TTEN EXPLANATI ON OF THE
AMOUNT YOU OWE US W THI N THE LAST 6 MONTHS. ]

| F YOU NEED MORE | NFORMATI ON ABOUT THE SALE, CALL US AT
[ TELEPHONE NUMBER] [ OR WRI TE US AT [ SECURED PARTY' S ADDRESS]].

WE ARE SENDI NG THI'S NOTI CE TO THE FOLLOW NG OTHER PECPLE WWHO
HAVE AN | NTEREST | N [ DESCRI BE COLLATERAL] OR WHO OAE MONEY UNDER
YOUR AGREEMENT: [NAMES OF ALL OTHER DEBTORS AND OBLI GORS, |F

ANY] .

[ END OF FORM

(D) A NOTI FI CATION I N THE FORM OF SUBDI VI SION (C) IS SUFFI -
Cl ENT, EVEN | F ADDI TI ONAL | NFORVATI ON APPEARS AT THE END OF THE
FORM

(E) A NOTI FI CATION I N THE FORM OF SUBDI VI SION (C) IS SUFFI -
CIENT, EVEN IF I T I NCLUDES ERRORS | N | NFORVATI ON NOT REQUI RED BY
SUBDI VI SION (A), UNLESS THE ERROR |'S M SLEADI NG W TH RESPECT TO
Rl GHTS ARl SI NG UNDER THI S ARTI CLE.

(F) IF A NOTI FI CATI ON UNDER THI'S SECTION IS NOT | N THE FORM
OF SUBDI VI SION (C), LAW OTHER THAN THI S ARTI CLE DETERM NES THE
EFFECT OF | NCLUDI NG | NFORMATI ON NOT REQUI RED BY SUBDI VI SI ON (A).

SEC. 9615. (1) A SECURED PARTY SHALL APPLY OR PAY OVER FOR
APPL| CATI ON THE CASH PROCEEDS OF DI SPOSI TI ON UNDER SECTI ON 9610
I N THE FOLLOW NG ORDER:

(A) TO THE REASONABLE EXPENSES OF RETAKI NG HOLDI NG PREPAR-
I NG FOR DI SPCSI TI ON, PROCESSI NG, AND DI SPCSI NG, AND, TO THE
EXTENT PROVI DED FOR BY AGREEMENT AND NOT PRCHI Bl TED BY LAW REA-
SONABLE ATTORNEY FEES AND LEGAL EXPENSES | NCURRED BY THE SECURED
PARTY.
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(B) TO THE SATI SFACTI ON OF OBLI GATI ONS SECURED BY THE
SECURI TY | NTEREST OR AGRI CULTURAL LI EN UNDER WHI CH THE DI SPOSI -
TION IS MADE

(C) TO THE SATI SFACTI ON OF OBLI GATI ONS SECURED BY ANY SUBOR-
DI NATE SECURI TY | NTEREST | N OR OTHER SUBCRDI NATE LI EN ON THE COL-
LATERAL | F BOTH OF THE FOLLON NG | F APPLI CABLE, ARE MET

(i) THE SECURED PARTY RECEI VES FROM THE HOLDER OF THE SUBOR-
DI NATE SECURI TY | NTEREST OR OTHER LI EN AN AUTHENTI CATED DEMAND
FOR PROCEEDS BEFORE DI STRI BUTI ON OF THE PROCEEDS | S COVPLETED.

(i) IN A CASE I N WH CH A CONSI GNOR HAS AN | NTEREST I N THE
COLLATERAL, THE SUBORDI NATE SECURI TY | NTEREST OR OTHER LIEN IS
SENI OR TO THE | NTEREST OF THE CONSI GNOR

(D) TO A SECURED PARTY THAT IS A CONSI GNOR OF THE COLLATERAL
| F THE SECURED PARTY RECEI VES FROM THE CONSI GNOR AN AUTHENTI CATED
DEMAND FOR PROCEEDS BEFORE DI STRI BUTI ON OF THE PROCEEDS | S
COVPLETED.

(2) | F REQUESTED BY A SECURED PARTY, A HOLDER OF A SUBORDI -
NATE SECURI TY | NTEREST OR OTHER LI EN SHALL FURNI SH REASONABLE
PROOF OF THE | NTEREST OR LIEN WTHI N A REASONABLE TIME. UNLESS
THE HOLDER DOES SO, THE SECURED PARTY NEED NOT COMPLY W TH THE
HOLDER S DEMAND UNDER SUBSECTI ON (1) ( C)

(3) A SECURED PARTY NEED NOT APPLY OR PAY OVER FOR APPLI CA-
TI ON NONCASH PROCEEDS OF DI SPOSI TI ON UNDER SECTI ON 9610 UNLESS
THE FAI LURE TO DO SO WOULD BE COMMERCI ALLY UNREASONABLE. A
SECURED PARTY THAT APPLIES OR PAYS OVER FOR APPLI CATI ON NONCASH
PROCEEDS SHALL DO SO IN A COMVERCI ALLY REASONABLE MANNER.
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(4) |F THE SECURI TY | NTEREST UNDER WHI CH A DI SPOSI TION | S
MADE SECURES PAYMENT OR PERFORMANCE OF AN OBLI GATI ON, AFTER
MAKI NG THE PAYMENTS AND APPLI CATI ONS REQUI RED BY SUBSECTI ON (1)
AND PERM TTED BY SUBSECTI ON (3), BOTH OF THE FOLLOW NG APPLY:

(A) UNLESS SUBSECTI ON (1) (D) REQUI RES THE SECURED PARTY TO
APPLY OR PAY OVER CASH PROCEEDS TO A CONSI GNOR, THE SECURED PARTY
SHALL ACCOUNT TO AND PAY A DEBTOR FOR ANY SURPLUS.

(B) THE OBLIGOR IS LI ABLE FOR ANY DEFI Cl ENCY.

(5) |F THE UNDERLYI NG TRANSACTI ON IS A SALE OF ACCOUNTS,
CHATTEL PAPER, PAYMENT | NTANG BLES, OR PROM SSORY NOTES, THE
DEBTOR |'S NOT ENTI TLED TO ANY SURPLUS, AND THE OBLI GOR |'S NOT
LI ABLE FOR ANY DEFI Cl ENCY.

(6) THE SURPLUS OR DEFI Cl ENCY FOLLON NG A DI SPOSI TION | S
CALCULATED BASED ON THE AMOUNT OF PROCEEDS THAT WOULD HAVE BEEN
REALI ZED I N A DI SPCSI TI ON COVPLYI NG W TH THI S PART TO A TRANS-
FEREE OTHER THAN THE SECURED PARTY, A PERSON RELATED TO THE
SECURED PARTY, OR A SECONDARY OBLI GOR | F BOTH OF THE FOLLOW NG
APPLY:

(A) THE TRANSFEREE | N THE DI SPOSI TION | S THE SECURED PARTY,
A PERSON RELATED TO THE SECURED PARTY, OR A SECONDARY OBLI GOR

(B) THE AMOUNT OF PROCEEDS OF THE DI SPOSI TION IS SI GNI FI -
CANTLY BELOW THE RANGE OF PROCEEDS THAT A COMVPLYI NG DI SPOSI TI ON
TO A PERSON OTHER THAN THE SECURED PARTY, A PERSON RELATED TO THE
SECURED PARTY, OR A SECONDARY OBLI GOR WOULD HAVE BROUGHT

(7) ALL OF THE FOLLON NG APPLY TO A SECURED PARTY THAT
RECEI VES CASH PROCEEDS OF A DI SPCSI TI ON | N GOOD FAI TH AND W THOUT
KNOALEDGE THAT THE RECEI PT VI OLATES THE RI GHTS OF THE HOLDER OF A
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SECURI TY | NTEREST OR OTHER LI EN THAT |I'S NOT SUBORDI NATE TO THE
SECURI TY | NTEREST OR AGRI CULTURAL LI EN UNDER WHI CH THE DI SPCOSI -
TION | S MADE:

(A) THE SECURED PARTY TAKES THE CASH PROCEEDS FREE OF THE
SECURI TY | NTEREST OR OTHER LI EN.

(B) THE SECURED PARTY IS NOT OBLI GATED TO APPLY THE PROCEEDS
OF THE DI SPCSI TI ON TO THE SATI SFACTI ON OF OBLI GATI ONS SECURED BY
THE SECURI TY | NTEREST OR OTHER LI EN.

(©) THE SECURED PARTY IS NOT OBLI GATED TO ACCOUNT TO OR PAY

THE HOLDER OF THE SECURI TY | NTEREST OR OTHER LI EN FOR ANY
SURPLUS.

SEC. 9616. (1) AS USED IN TH S SECTI ON:

(A) "EXPLANATI ON' MEANS A WRI TI NG THAT DCES ALL OF THE
FOLLOW NG

(i) STATES THE AMOUNT OF THE SURPLUS OR DEFI Cl ENCY.

(i) PROVI DES AN EXPLANATI ON | N ACCORDANCE W TH SUBSECTI ON
(3) OF HOW THE SECURED PARTY CALCULATED THE SURPLUS OR
DEFI CI ENCY.

(iii) STATES, |F APPLI CABLE, THAT FUTURE DEBI TS, CREDI TS,
CHARGES, | NCLUDI NG ADDI TI ONAL CREDI T SERVI CE CHARGES OR | NTEREST,
REBATES, AND EXPENSES MAY AFFECT THE AMOUNT OF THE SURPLUS OR
DEFI CI ENCY.

(iv) PROVI DES A TELEPHONE NUMBER OR MAI LI NG ADDRESS FROM
VH CH ADDI TI ONAL | NFORVATI ON CONCERNI NG THE TRANSACTION | S
AVAI LABLE.

(B) "REQUEST" MEANS A RECORD THAT MEETS ALL OF THE
FOLLOW NG
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(i) AUTHENTI CATED BY A DEBTOR OR CONSUMER OBLI GOR

(ii) REQUESTI NG THAT THE RECI Pl ENT PROVI DE AN EXPLANATI ON.

(iii) SENT AFTER DI SPOSI TI ON OF THE COLLATERAL UNDER SECTI ON
9610.

(2) IN A CONSUMER- GOODS TRANSACTI ON | N WHI CH THE DEBTOR IS
ENTI TLED TO A SURPLUS OR A CONSUMER OBLI GOR |'S LI ABLE FOR A DEFI -
Cl ENCY UNDER SECTI ON 9615, THE SECURED PARTY SHALL DO BOTH OF THE
FOLLOW NG

(A) SEND AN EXPLANATI ON TO THE DEBTOR OR CONSUMER OBLI GOR,
AS APPLI CABLE, AFTER THE DI SPOSI TI ON AND | N ACCORDANCE W TH BOTH
OF THE FOLLOW NG

(i) SENT BEFORE OR WHEN THE SECURED PARTY ACCOUNTS TO THE
DEBTOR AND PAYS ANY SURPLUS OR FI RST MAKES WRI TTEN DEMAND ON THE
CONSUMER OBLI GOR AFTER THE DI SPOSI TI ON FOR PAYMENT OF THE
DEFI Cl ENCY.

(i) SENT W TH N 14 DAYS AFTER RECElI PT OF A REQUEST.

(B) IN THE CASE OF A CONSUMER OBLI GOR WHO I S LI ABLE FOR A
DEFI C ENCY, W THI N 14 DAYS AFTER RECEI PT OF A REQUEST, SEND TO
THE CONSUMER OBLI GOR A RECORD WAl VI NG THE SECURED PARTY' S RI GHT
TO A DEFI Cl ENCY.

(3) TO COVPLY W TH SUBSECTI ON (1) (A) (ii), A WRI TI NG MUST
PROVI DE THE FOLLOW NG | NFORMATI ON | N THE FOLLOW NG ORDER:

(A) THE AGGREGATE AMOUNT OF OBLI GATI ONS SECURED BY THE
SECURI TY | NTEREST UNDER WHI CH THE DI SPOSI TI ON WAS MADE, AND, |F
THE AMOUNT REFLECTS A REBATE OF UNEARNED | NTEREST OR CREDI T SERV-
| CE CHARGE, AN | NDI CATI ON OF THAT FACT, CALCULATED AS OF A
SPECI FI ED DATE, THAT IS 1 OF THE FOLLOW NG
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(i) I'F THE SECURED PARTY TAKES OR RECEI VES POSSESSI ON OF THE
COLLATERAL AFTER DEFAULT, NOT MORE THAN 35 DAYS BEFORE THE
SECURED PARTY TAKES OR RECEI VES PCSSESS| ON.

(i) I'F THE SECURED PARTY TAKES OR RECEI VES PCSSESSI ON OF
THE COLLATERAL BEFORE DEFAULT OR DCES NOTI' TAKE POSSESSI ON OF THE
COLLATERAL, NOT MORE THAN 35 DAYS BEFORE THE DI SPOSI TI ON.

(B) THE AMOUNT OF PROCEEDS OF THE DI SPCSI Tl ON.

(©) THE AGGREGATE AMOUNT OF THE OBLI GATI ONS AFTER DEDUCTI NG
THE AMOUNT OF PROCEEDS.

(D) THE AMOUNT, I N THE AGGREGATE OR BY TYPE, AND TYPES OF
EXPENSES, | NCLUDI NG EXPENSES OF RETAKI NG HOLDI NG PREPARI NG FOR
DI SPCSI TI AN, PROCESSI NG, AND DI SPOSI NG OF THE COLLATERAL, AND
ATTORNEY FEES SECURED BY THE COLLATERAL THAT ARE KNOWN TO THE
SECURED PARTY AND RELATE TO THE CURRENT DI SPCSI TI ON.

(E) THE AMOUNT, I N THE AGGREGATE OR BY TYPE, AND TYPES OF
CREDI TS, | NCLUDI NG REBATES OF | NTEREST OR CREDI T SERVI CE CHARGES,
TO VH CH THE OBLIGOR I S KNOWN TO BE ENTI TLED AND THAT ARE NOT
REFLECTED I N THE AMOUNT | N SUBDI VI SI ON (A).

(F) THE AMOUNT OF THE SURPLUS OR DEFI Cl ENCY.

(4) A PARTI CULAR PHRASI NG OF THE EXPLANATI ON IS NOT
REQUI RED. AN EXPLANATI ON COMPLYI NG SUBSTANTI ALLY W TH THE
REQUI REMENTS OF SUBSECTI ON (1) IS SUFFICIENT, EVEN IF I T | NCLUDES
M NOR ERRORS THAT ARE NOT SERI QUSLY M SLEADI NG

(5) A DEBTOR OR CONSUMER OBLIGOR |'S ENTI TLED W THOUT CHARGE
TO 1 RESPONSE TO A REQUEST UNDER THI S SECTI ON DURI NG ANY 6- MONTH
PERI OD I N VH CH THE SECURED PARTY DI D NOT' SEND TO THE DEBTOR OR
CONSUMER OBLI GOR AN EXPLANATI ON PURSUANT TO SUBSECTI ON (2) (A) .
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THE SECURED PARTY NMAY REQUI RE PAYMENT OF A CHARGE NOT EXCEEDI NG
$25. 00 FOR EACH ADDI TI ONAL RESPONSE.

SEC. 9617. (1) A SECURED PARTY' S DI SPCSI TI ON OF COLLATERAL
AFTER DEFAULT DOES ALL OF THE FOLLOW NG

(A) TRANSFERS TO A TRANSFEREE FOR VALUE ALL OF THE DEBTOR S
RI GHTS I N THE COLLATERAL.

(B) DI SCHARCGES THE SECURI TY | NTEREST UNDER WHI CH THE DI SPO
SITION I S MADE.

(©) DI SCHARCGES ANY SUBORDI NATE SECURI TY | NTEREST OR OTHER

SUBORDI NATE LI EN.

(2) A TRANSFEREE THAT ACTS I N GOOD FAI TH TAKES FREE OF THE
RI GHTS AND | NTERESTS DESCRI BED | N SUBSECTI ON (1), EVEN IF THE
SECURED PARTY FAILS TO COVWPLY WTH TH S ARTI CLE OR THE REQUI RE-
MENTS OF ANY JUDI CI AL PROCEEDI NG

(3) I'F A TRANSFEREE DCES NOT TAKE FREE OF THE RI GHTS AND
| NTERESTS DESCRI BED | N SUBSECTI ON (1), THE TRANSFEREE TAKES THE
COLLATERAL SUBJECT TO ALL OF THE FOLLOW NG

(A) THE DEBTOR S RIGHTS I N THE COLLATERAL.

(B) THE SECURI TY | NTEREST OR AGRI CULTURAL LI EN UNDER VH CH
THE DI SPOSI TI ON | S MADE.

(© ANY OTHER SECURI TY | NTEREST OR OTHER LI EN.

SEC. 9618. (1) A SECONDARY OBLI GOR ACQUI RES THE RI GHTS AND
BECOVES OBLI GATED TO PERFORM THE DUTI ES OF THE SECURED PARTY
AFTER ALL OF THE FOLLOW NG

(A) THE SECONDARY OBLI GOR RECEI VES AN ASSI GNVENT OF A
SECURED OBLI GATI ON FROM THE SECURED PARTY.
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(B) THE SECONDARY OBLI GOR RECElI VES A TRANSFER OF COLLATERAL
FROM THE SECURED PARTY AND AGREES TO ACCEPT THE RI GHTS AND ASSUME
THE DUTI ES OF THE SECURED PARTY.

(© THE SECONDARY OBLI GOR |'S SUBROGATED TO THE RI GHTS OF A
SECURED PARTY W TH RESPECT TO COLLATERAL.

(2) AN ASSI GNVENT, TRANSFER, OR SUBROGATI ON DESCRI BED | N
SUBSECTI ON (1) RESULTS I N BOTH OF THE FOLLOW NG

(A) IT 1S NOT A DI SPCSI TION OF COLLATERAL UNDER SECTI ON
9610.

(B) I'T RELI EVES THE SECURED PARTY OF FURTHER DUTI ES UNDER
TH S ARTI CLE.

SEC. 9619. (1) AS USED IN THI S SECTI ON, " TRANSFER
STATEMENT" MEANS A RECORD AUTHENTI CATED BY A SECURED PARTY STAT-
I NG ALL OF THE FOLLOW NG

(A) THAT THE DEBTOR HAS DEFAULTED I N CONNECTI ON W TH AN
OBLI GATI ON SECURED BY SPECI FI ED COLLATERAL.

(B) THAT THE SECURED PARTY HAS EXERCI SED | TS POSTDEFAULT
REMEDI ES W TH RESPECT TO THE COLLATERAL.

(© THAT, BY REASON OF THE EXERCI SE, A TRANSFEREE HAS
ACQUI RED THE RI GHTS OF THE DEBTOR I N THE COLLATERAL.

(D) THE NAME AND MAI LI NG ADDRESS OF THE SECURED PARTY,
DEBTOR, AND TRANSFEREE.

(2) A TRANSFER STATEMENT ENTI TLES THE TRANSFEREE TO THE
TRANSFER OF RECORD OF ALL RI GHTS OF THE DEBTOR I N THE COLLATERAL
SPECI FI ED I N THE STATEMENT I N ANY OFFI Cl AL FI LI NG RECORDI NG,
REG STRATI ON, OR CERTI FI CATE- OF- TI TLE SYSTEM COVERI NG THE
COLLATERAL. | F A TRANSFER STATEMENT | S PRESENTED W TH THE
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APPLI CABLE FEE AND REQUEST FORM TO THE OFFI Cl AL OR OFFI CE
RESPONSI BLE FOR MAI NTAI NI NG THE SYSTEM THE OFFI G AL OR OFFI CE
SHALL DO ALL OF THE FOLLOW NG

(A) ACCEPT THE TRANSFER STATEMENT.

(B) PROVPTLY AMEND | TS RECORDS TO REFLECT THE TRANSFER

(© | F APPLI CABLE, | SSUE A NEW APPROPRI ATE CERTI FI CATE OF
TITLE N THE NAME OF THE TRANSFEREE.

(3) A TRANSFER OF THE RECORD OR LEGAL TI TLE TO COLLATERAL TO
A SECURED PARTY UNDER SUBSECTI ON (2) OR OTHERW SE | S NOT OF

| TSELF A DI SPCSI TI ON OF COLLATERAL UNDER THI S ARTI CLE AND DOES
NOT OF | TSELF RELI EVE THE SECURED PARTY OF | TS DUTI ES UNDER THI S
ARTI CLE

SEC. 9620. (1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON
(7), A SECURED PARTY MAY ACCEPT COLLATERAL | N FULL OR PARTI AL
SATI SFACTI ON OF THE OBLI GATION | T SECURES ONLY | F ALL OF THE FOL-
LON NG ARE MET:

(A) THE DEBTOR CONSENTS TO THE ACCEPTANCE UNDER SUBSECTI ON
(3).

(B) THE SECURED PARTY DOES NOT RECEIVE, W THI N THE TI ME SET
FORTH | N SUBSECTI ON (4), A NOTI FI CATI ON OF OBJECTI ON TO THE PRO-
POSAL AUTHENTI CATED BY 1 OF THE FOLLOW NG

(i) A PERSON TO WHI CH THE SECURED PARTY WAS REQUI RED TO SEND
A PROPOSAL UNDER SECTI ON 9621,

(i) ANY OTHER PERSON, OTHER THAN THE DEBTOR, HOLDI NG AN
| NTEREST | N THE COLLATERAL SUBCRDI NATE TO THE SECURI TY | NTEREST
THAT |'S THE SUBJECT OF THE PROPOSAL
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(C) | F THE COLLATERAL |'S CONSUMER GOODS, THE COLLATERAL IS
NOT | N THE POSSESSI ON OF THE DEBTOR WHEN THE DEBTOR CONSENTS TO
THE ACCEPTANCE.

(D) SUBSECTI ON (5) DOES NOT REQUI RE THE SECURED PARTY TO
DI SPOSE OF THE COLLATERAL OR THE DEBTOR WAl VES THE REQUI REMENT
PURSUANT TO SECTI ON 9624.

(2) A PURPORTED OR APPARENT ACCEPTANCE OF COLLATERAL UNDER
TH'S SECTION |'S | NEFFECTI VE UNLESS BOTH OF THE FOLLOW NG OCCUR

(A) THE SECURED PARTY CONSENTS TO THE ACCEPTANCE | N AN
AUTHENT| CATED RECORD OR SENDS A PROPOSAL TO THE DEBTOR

(B) THE CONDI TI ONS OF SUBSECTI ON (1) ARE MET

(3) ALL OF THE FOLLON NG APPLY FOR PURPOSES OF THI S
SECTI ON

(A) A DEBTOR CONSENTS TO AN ACCEPTANCE OF COLLATERAL I N PAR-
TI AL SATI SFACTI ON OF THE OBLI GATI ON | T SECURES ONLY | F THE DEBTOR
AGREES TO THE TERMB OF THE ACCEPTANCE | N A RECORD AUTHENTI CATED
AFTER DEFAULT.

(B) A DEBTOR CONSENTS TO AN ACCEPTANCE OF COLLATERAL I N FULL
SATI SFACTI ON OF THE OBLI GATI ON | T SECURES ONLY | F THE DEBTOR
AGREES TO THE TERMB OF THE ACCEPTANCE | N A RECORD AUTHENTI CATED
AFTER DEFAULT OR THE SECURED PARTY MEETS ALL OF THE FOLLOW NG
REQUI REMENTS:

(i) SENDS TO THE DEBTOR AFTER DEFAULT A PROPOSAL THAT IS
UNCONDI TI ONAL OR SUBJECT ONLY TO A CONDI TI ON THAT COLLATERAL NOT
I N THE POSSESSI ON OF THE SECURED PARTY BE PRESERVED OR
MAI NTAI NED
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(ii) I'N THE PROPCSAL, PROPOSES TO ACCEPT COLLATERAL I N FULL
SATI SFACTI ON OF THE OBLI GATION I T SECURES.

(iii) DOES NOT RECEI VE A NOTI FI CATI ON OF OBJECTI ON AUTHENTI -
CATED BY THE DEBTOR W THI N 20 DAYS AFTER THE PROPOSAL | S SENT.

(4) TO BE EFFECTI VE UNDER SUBSECTI ON (1) (B), A NOTI Fl CATI ON
OF OBJECTI ON MUST BE RECEI VED BY THE SECURED PARTY W TH N OR
BEFORE 1 OF THE FOLLOW NG

(A) IN THE CASE OF A PERSON TO WHI CH THE PROPOCSAL WAS SENT
PURSUANT TO SECTI ON 9621, WTH N 20 DAYS AFTER NOTI FI CATI ON WAS
SENT TO THAT PERSON.

(B) IN OTHER CASES, 1 OF THE FOLLOW NG

(i) WTHI N 20 DAYS AFTER THE LAST NOTI FI CATI ON WAS SENT PUR-
SUANT TO SECTI ON 9621.

(ii) I'F A NOTI FI CATI ON WAS NOT SENT, BEFORE THE DEBTOR CON-
SENTS TO THE ACCEPTANCE UNDER SUBSECTI ON ( 3).

(5) A SECURED PARTY THAT HAS TAKEN POSSESSI ON OF COLLATERAL
SHALL DI SPOSE OF THE COLLATERAL PURSUANT TO SECTI ON 9610 WTHI N
THE TIME SPECI FIED IN SUBSECTION (6) IF 1 OF THE FOLLONNG I S
MET:

(A) SIXTY PERCENT OF THE CASH PRI CE HAS BEEN PAID I N THE
CASE OF A PURCHASE- MONEY SECURI TY | NTEREST | N CONSUVMER GOODS.

(B) SIXTY PERCENT OF THE PRI NCl PAL AMOUNT OF THE OBLI GATI ON
SECURED HAS BEEN PAID I N THE CASE OF A NON- PURCHASE- MONEY SECUR-
I TY | NTEREST | N CONSUMER GOCDS.

(6) TO COVPLY W TH SUBSECTI ON (5), THE SECURED PARTY SHALL
DI SPOSE OF THE COLLATERAL WTHIN 1 OF THE FOLLOW NG
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(A) WTHI N 90 DAYS AFTER TAKI NG PCSSESSI ON.

(B) WTHI N ANY LONGER PERI OD TO WHI CH THE DEBTOR AND ALL
SECONDARY OBLI GORS HAVE AGREED I N AN AGREEMENT TO THAT EFFECT
ENTERED | NTO AND AUTHENTI CATED AFTER DEFAULT.

(7) I'N A CONSUMER TRANSACTI ON, A SECURED PARTY MAY NOT
ACCEPT COLLATERAL | N PARTI AL SATI SFACTI ON OF THE OBLI GATION I T
SECURES.

SEC. 9621. (1) A SECURED PARTY THAT DESI RES TO ACCEPT COL-
LATERAL I N FULL OR PARTI AL SATI SFACTI ON OF THE OBLI GATION | T
SECURES SHALL SEND | TS PROPCSAL TO ALL OF THE FOLLOW NG

(A) ANY PERSON FROM WHI CH THE SECURED PARTY HAS RECEI VED,
BEFORE THE DEBTOR CONSENTED TO THE ACCEPTANCE, AN AUTHENTI CATED
NOTI FI CATION OF A CLAIM OF AN | NTEREST I N THE COLLATERAL.

(B) ANY OTHER SECURED PARTY OR LI ENHOLDER THAT, 10 DAYS
BEFORE THE DEBTOR CONSENTED TO THE ACCEPTANCE, HELD A SECURI TY
I NTEREST I N OR OTHER LI EN ON THE COLLATERAL PERFECTED BY THE
FI LI NG OF A FI NANCI NG STATEMENT THAT MET ALL OF THE FOLLOW NG

(i) | DENTI FI ED THE COLLATERAL.

(i) WAS | NDEXED UNDER THE DEBTOR S NAME AS OF THAT DATE.

(iii) WAS FILED IN THE OFFICE OR OFFICES IN WHICH TO FILE A
FI NANCI NG STATEMENT AGAI NST THE DEBTOR COVERI NG THE COLLATERAL AS
OF THAT DATE.

(© ANY OTHER SECURED PARTY THAT, 10 DAYS BEFORE THE DEBTOR
CONSENTED TO THE ACCEPTANCE, HELD A SECURI TY | NTEREST I N THE COL-
LATERAL PERFECTED BY COVPLI ANCE W TH A STATUTE, REGULATI ON, OR
TREATY DESCRI BED I N SECTI ON 9311(1).
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(2) A SECURED PARTY THAT DESI RES TO ACCEPT COLLATERAL I N
PARTI AL SATI SFACTI ON OF THE OBLI GATION | T SECURES SHALL SEND I TS
PROPOSAL TO ANY SECONDARY OBLI GOR | N ADDI TI ON TO THE PERSONS
DESCRI BED | N SUBSECTI ON (1) .

SEC. 9622. (1) A SECURED PARTY' S ACCEPTANCE OF COLLATERAL
N FULL OR PARTI AL SATI SFACTI ON OF THE OBLI GATION I T SECURES DCES
ALL OF THE FOLLOW NG

(A) DI SCHARGES THE OBLI GATI ON TO THE EXTENT CONSENTED TO BY
THE DEBTOR.

(B) TRANSFERS TO THE SECURED PARTY ALL OF A DEBTOR S RI GHTS
IN THE COLLATERAL.

(C) DI SCHARGES THE SECURI TY | NTEREST OR AGRI CULTURAL LIEN
THAT |'S THE SUBJECT OF THE DEBTOR S CONSENT AND ANY SUBORDI NATE
SECURI TY | NTEREST OR OTHER SUBORDI NATE LI EN.

(D) TERM NATES ANY OTHER SUBORDI NATE | NTEREST.

(2) A SUBORDI NATE | NTEREST IS DI SCHARGED OR TERM NATED UNDER
SUBSECTI ON (1), EVEN | F THE SECURED PARTY FAILS TO COWPLY W TH
TH' S ARTI CLE.

SEC. 9623. (1) A DEBTOR ANY SECONDARY OBLI GOR, OR ANY
OTHER SECURED PARTY OR LI ENHOLDER MAY REDEEM COLLATERAL.

(2) TO REDEEM COLLATERAL, A PERSON SHALL TENDER BOTH OF THE
FOLLOW NG

(A) FULFI LLMENT OF ALL OBLI GATI ONS SECURED BY THE
COLLATERAL.

(B) THE REASONABLE EXPENSES AND ATTORNEY FEES DESCRI BED I N
SECTI ON 9615(1) (A).
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(3) A REDEMPTI ON MAY OCCUR AT ANY Tl ME BEFORE A SECURED
PARTY HAS DONE 1 OF THE FOLLOW NG

(A) HAS COLLECTED COLLATERAL UNDER SECTI ON 9607.

(B) HAS DI SPOSED OF COLLATERAL OR ENTERED | NTO A CONTRACT
FOR I TS DI SPCSI TI ON UNDER SECTI ON 9610.

(C©) HAS ACCEPTED COLLATERAL I N FULL OR PARTI AL SATI SFACTI ON
OF THE OBLI GATION I T SECURES UNDER SECTI ON 9622.

SEC. 9624. (1) A DEBTOR OR SECONDARY OBLI GOR MAY WAl VE THE
Rl GHT TO NOTI FI CATI ON OF DI SPOSI TI ON OF COLLATERAL UNDER SECTI ON

9611 ONLY BY AN AGREEMENT TO THAT EFFECT ENTERED | NTO AND AUTHEN-
TI CATED AFTER DEFAULT.

(2) A DEBTOR MAY WAl VE THE RI GHT TO REQUI RE DI SPOSI TI ON OF
COLLATERAL UNDER SECTI ON 9620(5) ONLY BY AN AGREEMENT TO THAT
EFFECT ENTERED | NTO AND AUTHENTI CATED AFTER DEFAULT.

(3) EXCEPT IN A CONSUMER- GOODS TRANSACTI ON, A DEBTOR OR SEC-
ONDARY OBLI GOR MAY WAI VE THE RI GHT TO REDEEM COLLATERAL UNDER
SECTI ON 9623 ONLY BY AN AGREEMENT TO THAT EFFECT ENTERED | NTO AND
AUTHENT| CATED AFTER DEFAULT.

SUBPART 2. NONCOWPLI ANCE W TH ARTI CLE

SEC. 9625. (1) IF IT I'S ESTABLI SHED THAT A SECURED PARTY IS
NOT PROCEEDI NG | N ACCORDANCE W TH THI S ARTI CLE, A COURT MAY ORDER
OR RESTRAI N COLLECTI ON, ENFORCEMENT, OR DI SPOSI TI ON OF COLLATERAL
ON APPROPRI ATE TERVS AND CONDI TI ONS.

(2) SUBJECT TO SUBSECTI ONS (3), (4), AND (6), A PERSON IS
LI ABLE FOR DAMAGES | N THE AMOUNT OF ANY LOSS CAUSED BY A FAI LURE
TO COMPLY WTH THI'S ARTICLE. LOSS CAUSED BY A FAI LURE TO COMPLY
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MAY | NCLUDE LOSS RESULTI NG FROM THE DEBTOR' S | NABI LI TY TO OBTAI N,
OR | NCREASED COSTS OF, ALTERNATI VE FI NANCI NG

(3) EXCEPT AS OTHERW SE PROVI DED | N SECTI ON 9628, BOTH OF
THE FOLLOW NG APPLY:

(A) A PERSON THAT, AT THE TI ME OF THE FAI LURE, WAS A DEBTOR,
WAS AN OBLI GOR, OR HELD A SECURI TY | NTEREST IN OR OTHER LI EN ON
THE COLLATERAL MAY RECOVER DAMAGES UNDER SUBSECTION (2) FOR ITS
LGSS.

(B) I'F THE COLLATERAL | S CONSUMER GOCDS, A PERSON THAT WAS A
DEBTOR OR A SECONDARY OBLI GOR AT THE TI ME A SECURED PARTY FAI LED
TO COWPLY WTH TH S PART MAY RECOVER FOR THAT FAI LURE I N ANY
EVENT AN AMOUNT NOT LESS THAN THE CREDI T SERVI CE CHARGE PLUS 10%
OF THE PRI NCl PAL AMOUNT OF THE OBLI GATI ON OR THE Tl Me- PRI CE Dl F-
FERENTI AL PLUS 10% OF THE CASH PRI CE.

(4) A DEBTOR WHOSE DEFI CI ENCY | S ELI M NATED UNDER SECTI ON
9626 MAY RECOVER DAMAGES FOR THE LOSS OF ANY SURPLUS. HOWEVER, A
DEBTOR OR SECONDARY OBLI GOR WHCSE DEFI CI ENCY |'S ELI M NATED OR
REDUCED UNDER SECTI ON 9626 MAY NOT OTHERW SE RECOVER UNDER SUB-
SECTI ON (2) FOR NONCOWPLI ANCE W TH THE PROVI SIONS OF THI S PART
RELATI NG TO COLLECTI ON, ENFORCEMENT, DI SPCSI TI ON, OR ACCEPTANCE.

(5) I'N ADDI TI ON TO ANY DAVAGES RECOVERABLE UNDER SUBSECTI ON
(2), THE DEBTOR, CONSUMER OBLI GOR, OR PERSON NAMED AS A DEBTOR I N
A FI LED RECORD, AS APPLI CABLE, MAY RECOVER $500. 00 I N EACH CASE
FROM A PERSON THAT DOES 1 OR MORE OF THE FOLLOW NG

(A) FAILS TO COWPLY W TH SECTI ON 9208.

(B) FAILS TO COWPLY W TH SECTI ON 9209.

02120’ 99 (S-1)



© 00 N O O A W N P

N NN NNNDNNNRERRERERERPRERPRPR PP
N~ o 00N WN P O © 0N O 0o~ WN P O

HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 293

(C) FILES A RECORD THAT THE PERSON |'S NOT ENTI TLED TO FI LE
UNDER SECTI ON 9509(1).

(D) FAILS TO CAUSE THE SECURED PARTY OF RECORD TO FILE OR
SEND A TERM NATI ON STATEMENT AS REQUI RED BY SECTI ON 9513(1) OR
(3).

(E) FAILS TO COWPLY W TH SECTI ON 9616(2) (A) AND WHOSE FAI L-
URE |'S PART OF A PATTERN, OR CONSI STENT W TH A PRACTI CE, OF
NONCOVPLI ANCE.

(F) FAILS TO COWPLY W TH SECTI ON 9616( 2) (B).

(6) A DEBTOR OR CONSUMER OBLI GOR MAY RECOVER DAMAGES UNDER
SUBSECTI ON (2) AND, I N ADDI TI ON, $500.00 I N EACH CASE FROM A
PERSON THAT, W THOUT REASONABLE CAUSE, FAILS TO COVMPLY WTH A
REQUEST UNDER SECTI ON 9210. A RECI PI ENT OF A REQUEST UNDER SEC-
TI ON 9210 THAT NEVER CLAI MED AN | NTEREST I N THE COLLATERAL OR
OBLI GATI ONS THAT ARE THE SUBJECT OF A REQUEST UNDER THAT SECTI ON
HAS A REASONABLE EXCUSE FOR FAI LURE TO COMPLY W TH THE REQUEST
WTH N THE MEANI NG OF THI S SUBSECTI ON.

(7) I'F A SECURED PARTY FAILS TO COWLY W TH A REQUEST
REGARDI NG A LI ST OF COLLATERAL OR A STATEMENT OF ACCOUNT UNDER
SECTI ON 9210, THE SECURED PARTY MAY CLAIM A SECURI TY | NTEREST
ONLY AS SHOMN I N THE LI ST OR STATEMENT | NCLUDED | N THE REQUEST AS
AGAI NST A PERSON THAT | S REASONABLY M SLED BY THE FAI LURE.

SEC. 9626. (1) IN AN ACTI ON ARI SI NG FROM A TRANSACTI ON,
OTHER THAN A CONSUMER TRANSACTI ON, I N WHI CH THE AMOUNT OF A DEFI -
Cl ENCY OR SURPLUS IS I N I SSUE, THE FOLLON NG RULES APPLY:

(A) A SECURED PARTY NEED NOT PROVE COVPLI ANCE W TH THE
PROVI SI ONS OF TH' S PART RELATI NG TO COLLECTI ON, ENFORCEMENT,
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DI SPCSI TI ON, OR ACCEPTANCE UNLESS THE DEBTOR OR A SECONDARY
OBLI GOR PLACES THE SECURED PARTY’ S COWPLI ANCE I N | SSUE.

(B) | F THE SECURED PARTY’ S COWVPLI ANCE |'S PLACED I N | SSUE
THE SECURED PARTY HAS THE BURDEN OF ESTABLI SHI NG THAT THE COLLEC-
TI ON, ENFORCEMENT, DI SPOSI TI ON, OR ACCEPTANCE WAS CONDUCTED | N
ACCORDANCE W TH THI'S PART.

(C) EXCEPT AS OTHERW SE PROVI DED | N SECTI ON 9628, |F A
SECURED PARTY FAI LS TO PROVE THAT THE COLLECTI ON, ENFORCEMENT,

DI SPCSI TI ON, OR ACCEPTANCE WAS CONDUCTED | N ACCORDANCE W TH THE
PROVI SI ONS OF THI'S PART RELATI NG TO COLLECTI ON, ENFORCEMENT, DI S-
PCSI TI ON, OR ACCEPTANCE, THE LIABILITY OF A DEBTOR OR A SECONDARY
OBLI GOR FOR A DEFICIENCY IS LIM TED TO AN AMOUNT BY WHI CH THE SUM
OF THE SECURED OBLI GATI ON, EXPENSES, AND ATTORNEY FEES EXCEEDS
THE GREATER OF 1 OF THE FOLLOW NG

(i) THE PROCEEDS OF THE COLLECTI ON, ENFORCEMENT, DI SPCSI -
TION, OR ACCEPTANCE.

(i) THE AMOUNT OF PROCEEDS THAT WOULD HAVE BEEN REALI ZED
HAD THE NONCOWPLYI NG SECURED PARTY PROCEEDED | N ACCORDANCE W TH
THE PROVI SI ONS OF THI'S PART RELATI NG TO COLLECTI ON, ENFORCEMENT
DI SPCSI TI ON, OR ACCEPTANCE.

(D) FOR PURPOSES OF SUBDI VI SION (C) (ii), THE AMOUNT OF PRO-
CEEDS THAT WOULD HAVE BEEN REALI ZED |'S EQUAL TO THE SUM OF THE
SECURED OBLI GATI ON, EXPENSES, AND ATTORNEY FEES UNLESS THE
SECURED PARTY PROVES THAT THE AMOUNT IS LESS THAN THAT SUM

(E) IF A DEFICIENCY OR SURPLUS |'S CALCULATED UNDER SECTI ON
9615(6), THE DEBTOR OR OBLI GOR HAS THE BURDEN OF ESTABLI SHI NG
THAT THE AMOUNT OF PROCEEDS OF THE DI SPOSI TION |'S SI GNI FI CANTLY
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BELOW THE RANGE OF PRI CES THAT A COWVPLYI NG DI SPCSI TION TO A
PERSON OTHER THAN THE SECURED PARTY, A PERSON RELATED TO THE
SECURED PARTY, OR A SECONDARY OBLI GOR WOULD HAVE BROUGHT.

(2) THE LIM TATION OF THE RULES I N SUBSECTI ON (1) TO TRANS-
ACTI ONS OTHER THAN CONSUMER TRANSACTI ONS |'S | NTENDED TO LEAVE TO
THE COURT THE DETERM NATI ON OF THE PROPER RULES I N CONSUMER
TRANSACTI ONS. THE COURT MAY NOT | NFER FROM THAT LI M TATI ON THE
NATURE OF THE PROPER RULE | N CONSUMER TRANSACTI ONS AND MAY CON-

TI NUE TO APPLY ESTABLI SHED APPROACHES.

SEC. 9627. (1) THE FACT THAT A GREATER AMOUNT COULD HAVE
BEEN OBTAI NED BY A COLLECTI ON, ENFORCEMENT, DI SPCSITION, OR
ACCEPTANCE AT A DI FFERENT TIME OR I N A DI FFERENT METHOD FROM THAT
SELECTED BY THE SECURED PARTY |S NOT OF | TSELF SUFFI Cl ENT TO PRE-
CLUDE THE SECURED PARTY FROM ESTABLI SHI NG THAT THE COLLECTI ON,
ENFORCEMENT, DI SPCSI TI ON, OR ACCEPTANCE WAS MADE |IN A COWER-

Cl ALLY REASONABLE NMANNER.

(2) A DI SPCOSITI ON OF COLLATERAL IS MADE | N A COMVERCI ALLY
REASONABLE MANNER | F THE DI SPOSI TION |'S MADE | N THE USUAL MANNER
ON ANY RECOGNI ZED MARKET, AT THE PRI CE CURRENT I N ANY RECOGNI ZED
MARKET AT THE TI ME OF THE DI SPCSI TI QN, OR OTHERW SE | N CONFORM TY
W TH REASONABLE COMVERCI AL PRACTI CES AMONG DEALERS I N THE TYPE OF
PROPERTY THAT WAS THE SUBJECT OF THE DI SPCSI Tl ON.

(3) A COLLECTI ON, ENFORCEMENT, DI SPOsSITION, OR ACCEPTANCE IS
COMVERCI ALLY REASONABLE | F I'T HAS BEEN APPROVED I N A JUDI Cl AL
PROCEEDI NG, BY A BONA FI DE CREDI TORS COW TTEE, BY A REPRESENTA-
TIVE OF CREDI TORS, OR BY AN ASS|I GNEE FOR THE BENEFI T OF
CREDI TORS.
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(4) APPROVAL UNDER SUBSECTI ON (3) NEED NOT BE OBTAI NED, AND
LACK OF APPROVAL DOES NOT MEAN THAT THE COLLECTI ON, ENFORCEMENT,
DI SPCSI TI AN, OR ACCEPTANCE | S NOT COMVERCI ALLY REASONABLE.

SEC. 9628. (1) UNLESS A SECURED PARTY KNOAS THAT A PERSON
IS A DEBTOR OR OBLI GOR, KNOWS THE | DENTI TY OF THE PERSQN, AND
KNOWG HOW TO COMMUNI CATE W TH THE PERSON, BOTH OF THE FOLLOW NG
APPLY:

(A) THE SECURED PARTY IS NOT LI ABLE TO THE PERSON, OR TO A
SECURED PARTY OR LI ENHOLDER THAT HAS FI LED A FI NANCI NG STATEMENT
AGAI NST THE PERSON, FOR FAI LURE TO COVPLY WTH THI S ARTI CLE.

(B) THE SECURED PARTY' S FAI LURE TO COWLY WTH THI S ARTI CLE
DCES NOT AFFECT THE LI ABILITY OF THE PERSON FOR A DEFI CI ENCY.

(2) A SECURED PARTY IS NOT LI ABLE BECAUSE OF | TS STATUS AS
SECURED PARTY TO EI THER OF THE FOLLOW NG

(A) TO A PERSON THAT IS A DEBTOR OR OBLI GOR, UNLESS THE
SECURED PARTY KNOWS ALL OF THE FOLLOW NG

(i) THAT THE PERSON IS A DEBTOR OR OBLI GOR.

(i) THE I DENTITY OF THE PERSON.

(i) HOW TO COVMUNI CATE W TH THE PERSON.

(B) TO A SECURED PARTY OR LI ENHOLDER THAT HAS FI LED A
FI NANCI NG STATEMENT AGAI NST A PERSON, UNLESS THE SECURED PARTY
KNOA6 BOTH OF THE FOLLOW NG

(i) THAT THE PERSON | S A DEBTOR

(i) THE I DENTITY OF THE PERSON.

(3) A SECURED PARTY IS NOT LI ABLE TO ANY PERSON, AND A
PERSON S LI ABILITY FOR A DEFI Cl ENCY | S NOT AFFECTED, BECAUSE OF
ANY ACT OR OM SSI ON ARI SI NG QUT OF THE SECURED PARTY’ S REASONABLE
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BELI EF THAT A TRANSACTI ON |'S NOT A CONSUMER- GOODS TRANSACTI ON OR
A CONSUMER TRANSACTI ON OR THAT GOODS ARE NOT CONSUMER GOODS, | F
THE SECURED PARTY' S BELI EF |'S BASED ON | TS REASONABLE RELI ANCE ON
1 OR MORE OF THE FOLLOW NG

(A) A DEBTOR S REPRESENTATI ON CONCERNI NG THE PURPOSE FOR
WHI CH COLLATERAL WAS TO BE USED, ACQUI RED, OR HELD

(B) AN OBLI GOR' S REPRESENTATI ON CONCERNI NG THE PURPOSE FOR
WH CH A SECURED OBLI GATI ON WAS | NCURRED

(4) A SECURED PARTY |'S NOT LI ABLE TO ANY PERSON UNDER SEC-
TI ON 9625(3) (B) FOR I TS FAI LURE TO COMPLY W TH SECTI ON 9616.

(5) A SECURED PARTY |'S NOT LI ABLE UNDER SECTI ON 9625( 3) ( B)
MORE THAN ONCE W TH RESPECT TO ANY 1 SECURED OBLI GATI ON

PART 7
TRANSI T ON

SEC. 9701. AS USED IN THI'S PART, "THI S AVENDATORY ACT"
MEANS THE AMENDATORY ACT THAT ADDED THI S PART.

SEC. 9702. (1) EXCEPT AS OTHERW SE PROVI DED I N THI S PART
TH S AVENDATORY ACT APPLIES TO A TRANSACTION OR LIEN WTHIN I TS
SCOPE, EVEN | F THE TRANSACTI ON OR LI EN WAS ENTERED | NTO OR CRE-
ATED BEFORE THI S AVENDATORY ACT TAKES EFFECT.

(2) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (3) AND SEC-
TI ONS 9703 THROUGH 9709, BOTH OF THE FOLLOW NG APPLY:

(A) TRANSACTI ONS AND LI ENS THAT WERE NOT GOVERNED BY THI S
ARTI CLE BEFORE THI S AVENDATORY ACT TAKES EFFECT, WERE VALI DLY
ENTERED | NTO OR CREATED BEFORE THI S AMENDATORY ACT TAKES EFFECT,
AND WOULD BE SUBJECT TO THI'S AVENDATORY ACT | F THEY HAD BEEN
ENTERED | NTO OR CREATED AFTER THI S AMENDATORY ACT TAKES EFFECT,
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AND THE RI GHTS, DUTIES, AND | NTERESTS FLOW NG FROM THOSE
TRANSACTI ONS AND LI ENS REMAI N VALI D AFTER THI S AMENDATORY ACT
TAKES EFFECT.

(B) THE TRANSACTI ONS AND LI ENS MAY BE TERM NATED, COVPLETED,
CONSUMVATED, AND ENFORCED AS REQUI RED OR PERM TTED BY TH S AMEN-
DATORY ACT OR BY THE LAW THAT OTHERW SE WOULD APPLY | F TH S AMEN-
DATORY ACT HAD NOT TAKEN EFFECT.

(3) TH S AMENDATORY ACT DOES NOT AFFECT AN ACTI ON, CASE, OR
PROCEEDI NG COMMVENCED BEFORE THI S AMENDATORY ACT TAKES EFFECT.

SEC. 9703. (1) A SECURITY | NTEREST THAT | S ENFORCEABLE
| MVEDI ATELY BEFORE THI S AMENDATORY ACT TAKES EFFECT AND WOULD
HAVE PRIORI TY OVER THE RI GHTS OF A PERSON THAT BECOVES A LI EN
CREDI TOR AT THAT TIME IS A PERFECTED SECURI TY | NTEREST UNDER THI S
AMENDATORY ACT I'F, WHEN THI S AMENDATCORY ACT TAKES EFFECT, THE
APPLI CABLE REQUI REMENTS FOR ENFORCEABI LI TY AND PERFECTI ON UNDER
TH' S AVENDATORY ACT ARE SATI SFI ED W THOUT FURTHER ACTI ON.

(2) EXCEPT AS OTHERW SE PROVI DED I N SECTI ON 9705, |F, | MVE-
DI ATELY BEFORE THI S AMENDATORY ACT TAKES EFFECT, A SECURI TY
| NTEREST | S ENFORCEABLE AND WOULD HAVE PRI ORI TY OVER THE RI GHTS
OF A PERSON THAT BECOVES A LI EN CREDI TOR AT THAT TI ME, BUT THE
APPLI CABLE REQUI REMENTS FOR ENFORCEABI LI TY OR PERFECTI ON UNDER
TH' 'S AVENDATORY ACT ARE NOT SATI SFI ED WHEN THI S AMENDATORY ACT
TAKES EFFECT, ALL OF THE FOLLOW NG APPLY TO THE SECURI TY
| NTEREST:

(A) THE SECURI TY | NTEREST IS A PERFECTED SECURI TY | NTEREST
FOR 1 YEAR AFTER THI S AMENDATORY ACT TAKES EFFECT.
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(B) THE SECURI TY | NTEREST REMAI NS ENFORCEABLE THEREAFTER
ONLY I'F THE SECURI TY | NTEREST BECOVES ENFORCEABLE UNDER SECTI ON
9203 BEFORE THE YEAR EXPI RES.

(©) THE SECURI TY | NTEREST REMAI NS PERFECTED THEREAFTER ONLY
| F THE APPLI CABLE REQUI REMENTS FOR PERFECTI ON UNDER THI S AMENDA-
TORY ACT ARE SATI SFI ED BEFORE THE YEAR EXPI RES.

SEC. 9704. ALL OF THE FOLLOW NG APPLY TO A SECURI TY | NTER-
EST THAT IS ENFORCEABLE | MVEDI ATELY BEFORE THI S AMENDATORY ACT
TAKES EFFECT BUT WH CH WOULD BE SUBORDI NATE TO THE RI GHTS OF A
PERSON THAT BECOVES A LI EN CREDI TOR AT THAT TI ME:

(A) THE SECURI TY | NTEREST REMAI NS AN ENFORCEABLE SECURI TY
| NTEREST FOR 1 YEAR AFTER THI S AMENDATCORY ACT TAKES EFFECT.

(B) THE SECURI TY | NTEREST REMAI NS ENFORCEABLE THEREAFTER | F
THE SECURI TY | NTEREST BECOVES ENFORCEABLE UNDER SECTI ON 9203 WHEN
TH' S AVENDATORY ACT TAKES EFFECT OR WTHI N 1 YEAR THEREAFTER

(© THE SECURI TY | NTEREST BECOVES PERFECTED UNDER 1 OF THE
FOLLOW NG

(i) WTHOUT FURTHER ACTI ON, WHEN THI S AMENDATORY ACT TAKES
EFFECT | F THE APPLI CABLE REQUI REMENTS FOR PERFECTI ON UNDER THI S
AMENDATORY ACT ARE SATI SFI ED BEFORE OR AT THAT TI ME

(i) WHEN THE APPLI CABLE REQUI REMENTS FOR PERFECTI ON ARE
SATI SFI ED | F THE REQUI REMENTS ARE SATI SFI ED AFTER THAT TI ME.

SEC. 9705. (1) IF ACTION, OTHER THAN THE FI LI NG OF A
FI NANCI NG STATEMENT, | S TAKEN BEFORE THI S AMENDATORY ACT TAKES
EFFECT AND THE ACTI ON WOULD HAVE RESULTED IN PRIORITY OF A SECUR-
| TY I NTEREST OVER THE RI GHTS OF A PERSON THAT BECOVES A LI EN
CREDI TOR HAD THE SECURI TY | NTEREST BECOVE ENFORCEABLE BEFORE THI S
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AVENDATORY ACT TAKES EFFECT, THE ACTI ON | S EFFECTI VE TO PERFECT A
SECURI TY | NTEREST THAT ATTACHES UNDER THI S AMENDATORY ACT W THI N
1 YEAR AFTER TH S AMENDATORY ACT TAKES EFFECT. AN ATTACHED
SECURI TY | NTEREST BECOMVES UNPERFECTED 1 YEAR AFTER THI S AMENDA-
TORY ACT TAKES EFFECT UNLESS THE SECURI TY | NTEREST BECOMES A PER-
FECTED SECURI TY | NTEREST UNDER THI S AMENDATORY ACT BEFORE THE
EXPl RATI ON OF THAT PERI COD.

(2) THE FILING OF A FI NANCI NG STATEMENT BEFORE THI' S ANMENDA-
TORY ACT TAKES EFFECT |'S EFFECTI VE TO PERFECT A SECURI TY | NTEREST
TO THE EXTENT THE FI LI NG WOULD SATI SFY THE APPLI CABLE REQUI RE-
MENTS FOR PERFECTI ON UNDER THI S AMENDATORY ACT.

(3) THI'S AMENDATORY ACT DOES NOT RENDER | NEFFECTI VE AN
EFFECTI VE FI NANCI NG STATEMENT THAT, BEFORE THI S AMENDATORY ACT
TAKES EFFECT, |'S FI LED AND SATI SFI ES THE APPLI CABLE REQUI REMENTS
FOR PERFECTI ON UNDER THE LAW OF THE JURI SDI CTI ON GOVERNI NG PER-
FECTI ON AS PROVI DED | N SECTI ON 9103 BEFORE THI S AMENDATORY ACT
TAKES EFFECT. HOWEVER, EXCEPT AS OTHERW SE PROVI DED | N SUBSEC-
TIONS (4) AND (5) AND SECTI ON 9706, THE FI NANCI NG STATEMENT
CEASES TO BE EFFECTI VE AT THE EARLI ER OF THE FOLLOW NG

(A) THE TIME THE FI NANCI NG STATEMENT WOULD HAVE CEASED TO BE
EFFECTI VE UNDER THE LAW OF THE JURISDICTION IN WVHICH I T IS
FI LED.

(B) JUNE 30, 2006.

(4) THE FILING OF A CONTI NUATI ON STATEMENT AFTER THI S AMEN-
DATORY ACT TAKES EFFECT DOES NOT CONTI NUE THE EFFECTI VENESS OF
THE FI NANCI NG STATEMENT FI LED BEFORE THI S AVENDATORY ACT TAKES
EFFECT. HOWEVER, UPON THE TIMELY FILING OF A CONTI NUATI ON
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STATEMENT AFTER THI S AMENDATORY ACT TAKES EFFECT AND I N
ACCORDANCE W TH THE LAW OF THE JURI SDI CTI ON GOVERNI NG PERFECTI ON
AS PROVI DED I N PART 3, THE EFFECTI VENESS OF A FI NANCI NG STATENMENT
FILED I N THE SAME OFFI CE | N THAT JURI SDI CTI ON BEFORE THI S AMENDA-
TORY ACT TAKES EFFECT CONTI NUES FOR THE PERI OD PROVI DED BY THE
LAW OF THAT JURI SDI CTI ON.

(5) SUBSECTION (3)(B) APPLIES TO A FI NANCI NG STATEMENT THAT,
BEFORE THI S AMENDATCORY ACT TAKES EFFECT, |S FI LED AGAI NST A
TRANSM TTI NG UTI LI TY AND SATI SFI ES THE APPLI CABLE REQUI REMENTS
FOR PERFECTI ON UNDER THE LAW OF THE JURI SDI CTI ON GOVERNI NG PER-
FECTI ON AS PROVI DED I N SECTI ON 9103 BEFORE TH S AMENDATORY ACT
TAKES EFFECT ONLY TO THE EXTENT THAT PART 3 PROVI DES THAT THE LAW
OF A JURI SDI CTI ON OTHER THAN THE JURI SDI CTI ON I N WHI CH THE
FI NANCI NG STATEMENT IS FI LED GOVERNS PERFECTI ON OF A SECURI TY
| NTEREST | N COLLATERAL COVERED BY THE FI NANCI NG STATEMENT.

(6) A FI NANCI NG STATEMENT THAT | NCLUDES A FI NANCI NG STATE-
MENT FI LED BEFORE THI S AMENDATORY ACT TAKES EFFECT AND A CONTI NU-
ATI ON STATEMENT FI LED AFTER TH S AMENDATCORY ACT TAKES EFFECT | S
EFFECTI VE ONLY TO THE EXTENT THAT | T SATI SFI ES THE REQUI REMENTS
OF PART 5 FOR AN | NI TI AL FI NANCI NG STATEMENT.

SEC. 9706. (1) THE FILING OF AN I NI TI AL FI NANCI NG STATEMENT
IN THE OFFI CE SPECI FI ED I N SECTI ON 9501 CONTI NUES THE EFFECTI VE-
NESS OF A FI NANCI NG STATEMENT FI LED BEFORE TH S AMENDATORY ACT
TAKES EFFECT |F ALL OF THE FOLLOW NG APPLY:

(A) THE FILING OF AN I NI TI AL FI NANCI NG STATEMENT | N THAT
OFFI CE WOULD BE EFFECTI VE TO PERFECT A SECURI TY | NTEREST UNDER
TH' S AVENDATORY ACT.

02120’ 99 (S-1)



© 00 N O O A W N P

N NN N NNRRRRRRE R P R P
O D W N R O © 0N 00 W N PR O

HB 5228, As Passed Senate, December 5, 2000

House Bill No. 5228 302

(B) THE PRE- EFFECTI VE- DATE FI NANCI NG STATEMENT WAS FI LED | N
AN OFFI CE | N ANOTHER STATE OR ANOTHER OFFI CE I N THI S STATE

(C) THE I NI TIAL FI NANCI NG STATEMENT SATI SFI ES SUBSECTI ON
(3).

(2) THE FILING OF AN | NI TI AL FI NANCI NG STATEMENT UNDER SUB-
SECTI ON (1) CONTI NUES THE EFFECTI VENESS OF THE PRE- EFFECTI VE- DATE
FI NANCI NG STATEMENT | F BOTH OF THE FOLLOW NG APPLY:

(A) IF THE I NITIAL FI NANCI NG STATEMENT |'S FI LED BEFORE THI S
AVENDATORY ACT TAKES EFFECT, FOR THE PERI OD PROVI DED | N SECTI ON
9403 BEFORE THI S AMVENDATORY ACT TAKES EFFECT W TH RESPECT TO A
FI NANCI NG STATEMENT.

(B) IF THE I NITIAL FI NANCI NG STATEMENT |'S FI LED AFTER TH' S
AVENDATORY ACT TAKES EFFECT, FOR THE PERI OD PROVI DED | N SECTI ON
9515 W TH RESPECT TO AN | NI TI AL FI NANCI NG STATEMENT.

(3) TO BE EFFECTI VE FOR PURPOSES OF SUBSECTI ON (1), AN INI -
TI AL FI NANCI NG STATEMENT MUST DO ALL OF THE FOLLOW NG

(A) SATI SFY THE REQUI REMENTS OF PART 5 FOR AN | NI TI AL
FI NANCI NG STATEMENT.

(B) | DENTI FY THE PRE- EFFECTI VE- DATE FI NANCI NG STATEMENT BY
| NDI CATI NG THE OFFI CE I N WHI CH THE FI NANCI NG STATEMENT WAS FI LED
AND PROVI DI NG THE DATES OF FI LI NG AND FI LE NUMVBERS, |F ANY, OF
THE FI NANCI NG STATEMENT AND OF THE MOST RECENT CONTI NUATI ON
STATEMENT FI LED W TH RESPECT TO THE FI NANCI NG STATEMENT.

(C) | NDI CATE THAT THE PRE- EFFECTI VE- DATE FI NANCI NG STATEMENT
REMAI NS EFFECTI VE.
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SEC. 9707. (1) AS USED IN THI S SECTI ON, "PRE- EFFECTI VE- DATE
FI NANCI NG STATEMENT" MEANS A FI NANCI NG STATEMENT FI LED BEFORE
TH S AVENDATORY ACT TAKES EFFECT.

(2) AFTER THI S AMENDATORY ACT TAKES EFFECT, A PERSON MAY ADD
OR DELETE COLLATERAL COVERED BY, CONTI NUE OR TERM NATE THE EFFEC-
TI VENESS OF, OR OTHERW SE AMVEND THE | NFORMVATI ON PROVI DED I N, A
PRE- EFFECTI VE- DATE FI NANCI NG STATEMENT ONLY | N ACCORDANCE W TH
THE LAW OF THE JURI SDI CTI ON GOVERNI NG PERFECTI ON AS PROVI DED | N
PART 3. HOWEVER, THE EFFECTI VENESS OF A PRE- EFFECTI VE- DATE
FI NANCI NG STATEMENT ALSO MAY BE TERM NATED | N ACCORDANCE W TH THE
LAW OF THE JURI SDI CTI ON | N WHI CH THE FI NANCI NG STATEMENT [ 'S
FI LED.

(3) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (4), |F THE
LAW OF TH' S STATE GOVERNS PERFECTI ON OF A SECURI TY | NTEREST, THE
| NFORMATI ON | N A PRE- EFFECTI VE- DATE FI NANCI NG STATEMENT MAY BE
AVENDED AFTER THI S AVENDATORY ACT TAKES EFFECT ONLY I F 1 OF THE
FOLLON NG | S MET:

(A) THE PRE- EFFECTI VE- DATE FI NANCI NG STATEMENT AND AN ANMEND-
MENT ARE FILED I N THE OFFI CE SPECI FI ED | N SECTI ON 9501

(B) AN AVENDMENT IS FILED I N THE OFFI CE SPECI FIED IN
SECTI ON 9501 CONCURRENTLY W TH, OR AFTER THE FI LI NG | N THAT
OFFI CE OF, AN I NI TI AL FI NANCI NG STATEMENT THAT SATI SFI ES
SECTI ON 9706( 3) .

(C) AN I NI TI AL FI NANCI NG STATEMENT THAT PROVI DES THE | NFOR-
MATI ON AS AMENDED AND SATI SFI ES SECTI ON 9706(3) IS FILED IN THE
OFFI CE SPECI FI ED | N SECTI ON 9501
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(4) |F THE LAWOF THI S STATE GOVERNS PERFECTI ON OF A
SECURI TY | NTEREST, THE EFFECTI VENESS OF A PRE- EFFECTI VE- DATE
FI NANCI NG STATEMENT MAY BE CONTI NUED ONLY UNDER SECTI ON 9705( 4)
AND (6) OR 9706.

(5) WHETHER OR NOT THE LAW OF THI S STATE GOVERNS PERFECTI ON
OF A SECURI TY | NTEREST, THE EFFECTI VENESS OF A PRE- EFFECTI VE- DATE
FI NANCI NG STATEMENT FILED IN TH S STATE MAY BE TERM NATED AFTER
TH S AVENDATORY ACT TAKES EFFECT BY FI LI NG A TERM NATI ON STATE-
MENT | N THE OFFI CE | N WHI CH THE PRE- EFFECTI VE- DATE FI NANCI NG
STATEMENT |'S FILED, UNLESS AN I NI TI AL FI NANCI NG STATEMENT THAT
SATI SFI ES SECTI ON 9706(3) HAS BEEN FILED | N THE OFFI CE SPECI FI ED
BY THE LAW OF THE JURI SDI CTI ON GOVERNI NG PERFECTI ON AS PROVI DED
IN PART 3 AS THE OFFI CE I N WH CH TO FILE A FI NANCI NG STATEMENT.

SEC. 9708. A PERSON MAY FILE AN I NI TI AL FI NANCI NG STATENMENT
OR A CONTI NUATI ON STATEMENT UNDER THI' S PART | F BOTH OF THE FOL-
LON NG APPLY:

(A) THE SECURED PARTY OF RECORD AUTHORI ZES THE FI LI NG

(B) THE FILING IS NECESSARY UNDER THI S PART TO DO 1 OF THE
FOLLOW NG

(i) TO CONTI NUE THE EFFECTI VENESS OF A FI NANCI NG STATEMENT
FI LED BEFORE TH S AMENDATORY ACT TAKES EFFECT.

(i) TO PERFECT OR CONTI NUE THE PERFECTI ON OF A SECURI TY
| NTEREST.

SEC. 9709. (1) THI S AMVENDATORY ACT DETERM NES THE PRI ORI TY
OF CONFLI CTI NG CLAI MB TO COLLATERAL. HOWEVER, |F THE RELATI VE
PRI ORI TIES OF THE CLAI M5 WERE ESTABLI SHED BEFORE THI S AMENDATORY
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ACT TAKES EFFECT, TH S ARTICLE AS I N EFFECT BEFORE THI S
AMENDATORY ACT TAKES EFFECT DETERM NES PRI ORI TY.

(2) FOR PURPOSES OF SECTION 9322(1), THE PRRORITY OF A
SECURI TY | NTEREST THAT BECOVES ENFORCEABLE UNDER SECTI ON 9203 OF
THI S AMENDATORY ACT DATES FROM THE TI ME TH S AMENDATORY ACT TAKES
EFFECT | F THE SECURI TY | NTEREST | S PERFECTED UNDER THI S AMENDA-
TORY ACT BY THE FI LI NG OF A FI NANCI NG STATEMENT BEFORE THI S AMVEN-
DATORY ACT TAKES EFFECT WHI CH WOULD NOT HAVE BEEN EFFECTI VE TO
PERFECT THE SECURI TY | NTEREST UNDER THI S ARTI CLE AS I N EFFECT
BEFORE THI S AMENDATORY ACT TAKES EFFECT. THI'S SUBSECTI ON DCES
NOT APPLY TO CONFLI CTI NG SECURI TY | NTERESTS EACH OF WHICH | S PER-
FECTED BY THE FI LI NG OF A FI NANCI NG STATEMENT DESCRIBED IN THI S
SUBSECTI ON.

Enacting section 1. This anendatory act takes effect July
1, 2001.

Enacting section 2. Sections 9112, 9113, 9114, 9115, 9116,
9408a, and 9410 of the uniformcomercial code, 1962 PA 174,

MCL 440.9112, 440.9113, 440.9114, 440.9115, 440.9116, 440.9408a,
and 440. 9410, are repeal ed.
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