/* Perhaps the nost inportant of the changes made by the UCC was
that in secured lending. Article 9 (witten by bank attorneys for
banks) sinplified the nmaking of |oans and the taking of liens in
anything. Nevertheless it is also fraught with traps. */
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9-101. Short Title.

This Article shall be known and may be cited as Uniform
Conmmerci al Code -- Secured Transacti ons.

9-102. Policy and Subject Matter of Article.

(1) Except as otherwi se Provided in Section 9-104 on
excl uded transactions, this Article applies

(a) to any transaction (regardless of its forn) which is
intended to create a security interest in personal property or
fixtures including goods, docunments, instruments, general

I ntangi bl es, chattel paper or accounts; and al so

(b) to any sale of accounts or chattel paper.

(2) This Article applies to security interests created by
contract including pledge, assignnent, chattel nortgage, chatte
trust, trust deed, factor's lien, equipnment trust conditional
sale, trust receipt, other lien or title retention contract and
| ease or consignment intended as security. This Article does
not apply to statutory |liens except as provided in Section 9-
310.

(3) The application of this Article to a security interest
in a secured obligation is not affected by the fact that the
obligation is itself secured by a transaction or interest to
which this Article does not apply.

9-103. Perfection of Security interest in Miultiple State
Transacti ons.

(1) Docunents, instrunents and ordinary goods.

(a) This subsection applies to docunents and instrunents

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

(b) Except as otherwi se provided in this subsection,
perfection and the effect of perfection or non-perfection of a
security interest in collateral are governed by the | aw of the
jurisdiction where the collateral is when the |ast event occurs
on which is based the assertion that the security interest is
perfected or unperfected.

(c) If the parties to a transaction creating a purchase

noney security interest in goods in one jurisdiction understand
at the tine that the security interest attaches that the goods
Wi || be kept in another jurisdiction, then the |aw of the other
j urisdiction governs the perfection and the effect of perfection
or non-perfection of the security interest fromthe tine it
attaches until thirty days after the debtor receives possession



of the goods and thereafter if the goods are taken to the other
jurisdiction before the end of the thirty-day period.

(d) When collateral is brought into and kept in this state

whi l e subject to a security interest perfected under the | aw of
the jurisdiction fromwhich the collateral was renoved, the
security interest remains perfected, but if action is required by
part 3 of this Article to perfect the security interest,

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

(i1i) if the action is taken before the expiration of the
period specified in subparagraph (i), the security interest
conti nues perfected thereafter;

(iii) for the purpose of priority over a buyer of consuner
goods (subsection (2) of Section 9-307), the period of the
effectiveness of a filing in the jurisdiction fromwhich the
collateral is renmoved is governed by the rules with respect to
perfection in subparagraphs (i) and (ii).

(2) Certificate of title.

(a) This subsection applies to goods covered by a

certificate of title issued under a statute of this state or of
anot her jurisdiction under the | aw of which indication of a
security interest on the certificate is required as a condition
of perfection.

(b) Except as otherwi se provided in this subsection,

perfection and the effect of perfection or non-perfection of the
security interest are governed by the law (including the conflict
of laws rules) of the jurisdiction issuing the certificate until
four months after the goods are renoved fromthat jurisdiction
and thereafter until the goods are registered in another
jurisdiction, but in any event not beyond surrender of the
certificate. After the expiration of that period, the goods are
not covered by the certificate of title within the neaning of
this section.

(c) Except with respect to the rights of a buyer descri bed

in the next paragraph, a security interest, perfected in another
j urisdiction otherwi se than by notation on a certificate of

title, in goods brought into this state and thereafter covered by
a certificate of title issued by this state is subject to the
rules stated in paragraph (d) of subsection (1).

(d) |If goods are brought into this state while a security
interest therein is perfected in any manner under the |aw of the



jurisdiction fromwhich the goods are renoved and a certificate
of title is issued by this state and the certificate does not
show that the goods are subject to the security interest or that
they may be subject to security interests not shown on the
certificate, the security interest is subordinate to the rights
of a buyer of the goods who is not in the business of selling
goods of that kind to the extent that he gives value and receives
delivery of the goods after issuance of the certificate and

Wi t hout knowl edge of the security interest.

(3) Accounts, general intangibles and nobile goods.

(a) This subsection applies to accounts (other than an

account described in subsection (5 on mnerals) and general

i ntangi bl es (other than uncertificated securities) and to goods
whi ch are nobile and which are of a type normally used In nore

t han one jurisdiction, such as notor vehicles, trailers, rolling
st ock, airplanes, shipping containers, road building and
construction nmachi nery and commrerci al harvesting machi nery and
the Iike, if the goods are equi pnent or are inventory |eased or
held for | ease by the debtor to others, and are not covered by a
certificate of title described in subsection (2).

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

(c) [If, however, the debtor is located in a jurisdiction

which is not a part of the United States, and which does not
provide for perfection of the security interest by filing or
recording in that jurisdiction, the law of the jurisdiction in
the United States in which the debtor has its nmjor executive
office in the United States governs the perfection and the effect
of perfection or non-perfection of the security interest through
filing. In the alternative, if the debtor is located in a
jurisdiction which is not a part of the United States or Canada
and the collateral is accounts or general intangibles for noney
due or to becone due, the security interest may be perfected by
notification to the account debtor. As used in this paragraph,
"United States"” includes its territories and possessions and the
Commonweal t h of Puerto Rico.

(d) A debtor shall be deened | ocated at his place of

business if he has one, at his chief executive office if he has
nore than one place of business, otherwi se at his residence. If,
however, the debtor is a foreign air carrier under the Federal
Avi ati on Act of 1958, as anended, it shall be deened | ocated at
t he designated office of the agent upon whom service of process
may be made on behalf of the foreign air carrier.

(e) A security interest perfected under the |aw of the

jurisdiction of the location of the debtor is perfected until the
expiration of four nonths after a change of the debtor's |ocation
to another jurisdiction, or until perfection would have ceased by



the aw of the first jurisdiction, whichever period first
expires. Unless perfected in the new jurisdiction before the end
of that period, it becomes unperfected thereafter and is deened
to have been unperfected as agai nst a person who becane a
purchaser after the change.

(4) Chattel paper.

The rules stated for goods in subsection (1) apply to

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

(5) Mnerals.

Perfection and the effect of perfection or non-perfection of

a security interest which is created by a debtor who has an
interest in mnerals or the like (including oil and gas) before
extraction and which attaches thereto as extracted, or which
attaches to an account resulting fromthe sale thereof at the
wel | head or m nehead are governed by the law (including the
conflict of laws rules) of the jurisdiction wherein the well head
or m nehead is | ocated.

(6) Uncertificated securities.

The law (including the conflict of |aws rules) of the

j urisdiction of organization of the issuer governs the perfection
and the effect of perfection or non-perfection of a security
interest in uncertificated securities.

9-104. Transactions Excluded From Article.

This Article does not apply

(a) to a security interest subject to any statute of the

United States, to the extent that such statute governs the rights
of panties to and third panties affected by transactions in
particul ar types of Property; or

(b) to alandlord s lien; or

(c) toalien given by statute or other rule of |law for services
or materials except as provided in Section 9-310 on priority of
such liens; or

(d) to a transfer of a claimfor wages, salary or other
conpensati on of an enpl oyee; or

(e) to a transfer by a government or governnental subdivision or
agency;

(f) or to a sale of accounts or chattel paper as part of a sale
of the business out of which they arose, or an assignnent of



accounts or chattel paper which is for the purpose of collection
only, or a transfer of a right to paynent under a contract to an
assignee who is also to do the perfornmance under the contract or
a transfer of a single account to an assignee in whole or parti al
satisfaction of a preexisting indebtedness; or

(g) to a transfer of an interest in or claimin or under

any policy of insurance, except as provided with respect to
proceeds (Section 9-306) and priorities in proceeds (Section 9-
312); or

(h) to a right represented by a judgnent (other than a
j udgnent taken on a right to paynment which was collateral); or

(i) to any right of set-off; or

(j) except to the extent that provision is nade for

fixtures in Section 9-313, to the creation or transfer of an
interest in or lien on real estate, including a | ease or rents
t hereunder; or

(k) to a transfer in whole or in part of any claimarising
out of tort; or

(I) to a transfer of an interest in any deposit account
(subsection (1) of Section 9-105), except as provided with
respect to proceeds (Section 9-306) and priorities in proceeds
(Section 9-312).

9-105. Definitions and Index of Definitions.
(1) In this Article unless the context otherw se requires:

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

(b) "Chattel paper” nmeans a witing or witings which

evi dence both a nonetary obligation and a security interest in or
a | ease of specific goods, but a charter or other contract

i nvolving the use or hire of a vessel is not chattel paper. Wen

a transaction is evidenced both by such a security agreenent or a
| ease and by an Instrunent or a series of instruments, the group

of witings taken together constitutes chattel paper;

(c) "Collateral" neans the property subject to a security
i nterest, and includes accounts and chattel paper which have been
sol d;

(d) "Debtor" nmeans the person who owes paynent or other
performance of the obligation secured, whether or not he owns or
has rights in the collateral, and includes the seller of accounts
or chattel paper. Were the debtor and the owner of the
collateral are not the same person, the term "debtor"” neans the
owner of the collateral in any provision of the Article dealing
With the collateral, the obligor in any provision dealing with



the obligation, and may include both where the context so
requires.

(e) "Deposit account” neans a denmand, time, savings,

passbook or |ike account maintained with a bank, savings and | oan
association, credit union or |ike organization, other than an
account evidenced by a certificate of deposit;

(f) "Docunment"” nmeans docunent of title as defined in the
general definitions of Article 1 (Section 1-201), and a receipt
of the kind described in subsection (2) of Section 7-201

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

(h) "Goods" includes all things which are novable at the

tinme the security interest attaches or which are fixtures
(Section 9-313), but does not include noney, docunents,

i nstruments, accounts, chattel paper, general intangibles, or
mnerals or the like (including oil and gas) before extraction.
Goods" al so includes standing tinber which is to be cut and
renoved under a conveyance or contract for sale, the unborn young
of animals, and grow ng crops;

(i) "Instrunment" neans a negotiable instrunment (defined in
Section 3-104), or a certificated security (defined in Section 8-
102) or any other witing which evidences a right to the paynent
of nmoney and is not itself a security agreenment or |ease and is
of a type which is in ordinary course of business transferred by
delivery with any necessary indorsenent or assignnent;

(j) "Mortgage" nmeans a consensual interest created by a real
estate nortgage, a trust deed on real estate, or the |ike;

(k) An advance is nmade "pursuant to commtnent” if the
secured party has bound hinself to nake it, whether or not a
subsequent event of default or other event not within his
control has relieved or nmay relieve himfrom his obligation

(1) "Security agreenent” neans an agreenment which creates or
provides for a security interest;

(m "Secured party"” means a | ender, seller or other person

in whose favor there is a security interest, including a person
to whom accounts or chattel paper have been sold. Wen the

hol ders of obligations issued under an indenture of trust,

equi prent trust agreement or the like are represented by a
trustee or other person, the representative is the secured party;

(n) "Transmtting utility" means any person primarily engaged in
the railroad, street railway or trolley bus business, the

el ectric or electronics conmunications transm ssion business, the
transm ssi on of goods by pipeline, or the transm ssion

or the production and transm ssion of electricity, steam gas or



wat er, or the provision of sewer service.

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

"Account". Section 9-106.

"Attach". Section 9-203.

"Construction nortgage". Section 9-313(1).
Consuner goods". Section 9-109(1).

"Equi pment . "Section 9-109(2).

"Farm products”. Section 9-109(3).

"Fi xture". Section 9-313(1).

"Fixture filing".Section 9-313(1).

"Ceneral intangibles" Section 9-106.

"l nventory” Section 9-109(4).

"Lien creditor". Section 9-301(3).
"Proceeds". Section 9-306(1).

"Purchase noney security interest.” Section 9-107.
"United States". Section 9-1083.

(3) The following definitions in other Articles apply to
this Article:

"Check" . Section 3-104.

"Contract for sale". Section 2-106.

"Hol der in due course". Section 3-302.

"Not e". Section 3-104.

"Sal e". Section 2-106.

(4) In addition Article 1 contains general definitions and
principles of construction and interpretation applicable

t hroughout this Article.

9-106. Definitions: "Account"; "GCeneral intangibles".

"Account”™ means any right to paynment for goods sold or |eased or

for services rendered which is not evidenced by an instrunent or
chattel paper, whether or not it has been earned by



performance. "Ceneral intangibles” neans any personal property
(including things in action) other than goods, accounts, chattel
paper, docunents, instrunents, and noney. Al rights to paynent
earned or unearned under a chattel or other contract involving
the use or hire of a vessel and all rights incident to the
chanter or contract are accounts.

9-107. Definitions: "Purchase Money Security Interest”.

A security interest is a "purchase noney security interest”
to the extent that it is

(a) taken or retained by the seller of the collateral to
secure all or part of its price; or

(b) taken by a person who by meki ng advances or incurring
an obligation gives value to enable the debtor to acquire rights
in or the use of collateral if such value is in fact so used.

90-108. When After-Acquired Collateral Not Security for Antecedent
Debt .

Where a secured party nakes an advance, incurs an

obligation, releases a perfected security interest, or otherw se
gi ves new value which is to be secured in whole or in part by
after-acquired property his security interest in the after-
acquired col lateral shall be deenmed to be taken for new val ue and
not as security for an antecedent debt if the debtor acquires his
rights in such collateral either in the ordinary course of his
busi ness or under a contract of purchase made pursuant to the
security agreenment within a reasonable tinme after new value is

gi ven.

9-109. dassification of Goods: "Consumer Goods";
"Equi prent"; Farm Products"; Inventory".

Goods are

(1) "consuner goods" if they are used or bought for use
primarily for personal, famly or househol d purposes;

(2) "equipnent" if they are used or bought for use primarily in
busi ness (including farm ng or a profession) or by a debtor who
is a non-profit organization or a governnmental subdivision or
agency or if the goods are not included in the definitions of

i nventory, farm products or consuner goods;

(3) "farmproducts” if they are crops or |ivestock or

suppl i es used or produced in farm ng operations or if they are
products of crops or livestock in their unmanufactured states
(such as gi nned cotton, wool-clip, nmaple syrup, mlk and eggs),
and if they are in the possession of a debtor engaged in rai sing,
fattening, grazing or other farm ng operations. If goods are farm
products they are neither equi pnent nor inventory;



(4) "inventory" if they are held by a person who hol ds them
for sale or |ease or to be furnished under contracts of service
or if he has so furnished them or if they are raw materi al s,
work in process or materials used or consuned in a business.
I nventory of a person is not to be classified as his equipnent.

[* One of the nost difficult sections of the UCC and one which

has caused a great deal of litigation is the difference between
farm products and inventory due to the various stages of val ue

whi ch famers add. It is inmportant for lenders to cover the farm
products and inventory of their debtors since courts have made

strange rulings on the farm product/inventory categorization of
farm products. */

9-110. Sufficiency of Description.
For the purposes of this Article any description of personal
property or real estate is sufficient whether or not it is

specific if it reasonably identifies what is described.

[* This replaces the "serial nunber" text previously required. *
/

9-111. Applicability of Bulk Transfer Laws.

The creation of a security interest is not a bulk transfer
under Article 6 (see Section 6-103).

Note: This provision is repealed if Article 6 is repeal ed.
9-112. Wiere Collateral 1s Not Omed by Debt or.

Unl ess ot herwi se agreed, when a secured party knows that
collateral is owned by a person who is not the debtor, the owner
of the collateral is entitled to receive fromthe secured party
any surplus under Section 9-502(2) or under Section 9-504(1), and
is not liable for the debt or for any deficiency after resale,
and he has the sanme right as the debtor

(a) to receive statenments under Section 9-208;

(b) to receive notice of and to object to a secured party's
proposal to retain the collateral in satisfaction of the

| ndebt edness under Section 9-505;

(c) to redeemthe collateral under Section 9-506;

(d) to obtain injunctive or other relief under Section 9-
507(1); and

(e) to recover |osses caused to himunder Section 9-208(2).

9-113. Security Interests Arising Under Article on Sal es or Under
Article on Leases.



A security interest arising solely under the Article on Sales
(Article 2) or the Article on Leases (Article 2A) is subject to
the provisions of this Article except that to the extent that and
so long as the debtor does not have or does not |awfully obtain
possessi on of the goods and

(a) no security agreenent is necessary to nmake the security
i nt erest enforceabl e;

(b) no filing is required to perfect the security interest; and

(c) the rights of the secured party on default by the

debtor are governed (i) by the Article on Sales (Article 2) in
the case of a security interest arising solely under such Article
or (ii) by the Article on Leases (Article 2A) in the case of a
security Interest arising solely under such Article.

9-114. Consi gnnent.

(1) A person who delivers goods under a consignnment which is not
a security interest and who would be required to file under this
Article by paragraph (3)(c) of Section 2-326 has priority over a
secured party who is or becones a creditor of the consignee and
who woul d have a perfected security interest in the goods if they
were the property of the consignee, and also has priority with
respect to identifiable cash proceeds received on or before
delivery of the goods to a buyer, if

/* Notice that the term cash proceeds is nodified by
"identifiable" and that there are special rules on funds
conm ngled with the general funds of the debtor. */

(a) the consignor conplies with the filing provision of the
Article on Sales with respect to consignnments (paragraph (3)(c)
of Section 2-326) before the consi gnee receives possession of the
goods; and

(b) the consignor gives notification in witing to the

hol der of the security interest if the holder has filed a

fi nanci ng statenent covering the sane types of goods before the
date of the filing made by the consignor; and

(c) the holder of the security interest receives the
notification within five years before the consi gnee receives
possessi on of the goods; and

(d) the notification states that the consi gnor expects to
del i ver goods on consignnent to the consi gnee, describing the
goods by item or type.

(2) In the case of a consignnent which is not a security
interest and in which the requirenents of the preceding
subsection have not been net, a person who delivers goods to
anot her is subordinate to a person who woul d have a perfected



security interest in the goods if they were the property of the
debt or.

PART 2
VALI DI TY OF SECURI TY AGREEMENT AND RI GHTS OF PARTI ES THERETO

9-201. Ceneral Validity of Security Agreenent.

Except as otherwi se provided by this Act a security agreenent is
ef fective according to its terns between the parties, against
purchasers of the collateral and agai nst

creditors. Nothing in this Article validates any charge or
practice illegal under any statute or regul ati on thereunder
governing usury, small loans, retail installnent sales, or the

| i ke, or extends the application of any such statute or

regul ation to any transaction not otherw se subject thereto.

9-202. Title to Collateral Inmmterial.

Each provision of this Article with regard to rights,
obligations and renedi es applies whether title to collateral is
in the secured party or in the debtor.

9-203. Attachnent and Enforceability of Security Interest;
Proceeds; Fornmal Requisites.

(1) Subject to the provisions of Section 4-210 on the

security interest of a collecting bank, Section 8-321 on security
interests in securities and Section 9-113 on a security interest
arising under the Article on Sales, a security interest is not
enf or ceabl e agai nst the debtor or third parties with respect to
the coll ateral and does not attach unl ess:

(a) the collateral is in the possession of the secured

party pursuant to agreenent, or the debtor has signed a security
agreement whi ch contains a description of the collateral and in
addi tion, when the security interest covers crops growing or to
be grown or tinber to be cut, a description of the |and

concer ned;

(b) value has been given; and

(c) the debtor has rights in the collateral

(2) A security interest attaches when it becones

enf or ceabl e agai nst the debtor with respect to the collateral.
Att achment occurs as soon as all of the events specified In
subsection (1) have taken place unless explicit agreenent

post pones the tinme of attaching.

(3) Unless otherwi se agreed a security agreenent gives the
secured party the rights to proceeds provided by Section 9-306.

(4) A transaction, although subject to this Article, is



al so subject to and in the case of conflict between the
provisions of this Article and any such statute, the provisions
of such statute control. Failure to conply with any applicable

statute has only the effect which is specified therein.

Note: At in subsection (4) insert reference to any |ocal statute
regulating small |oans, retail installnment sales and the |ike.

9-204. After-Acquired Property; Future Advances.

(1) Except as provided in subsection (2), a security

agreenment may provide that any or all obligations covered by the
security agreenent are to be secured by after-acquired

col | at eral

(2) No security interest attaches under an after-acquired
property clause to consuner goods ot her than accessions (Section
9-314) when given as additional security unless the debtor
acquires rights in themwthin ten days after the secured party
gi ves val ue.

(3) Obligations covered by a security agreenent may include
future advances or other val ue whether or not the advances or

val ue are given pursuant to comm tnent (subsection (1) of Section
9-105).

9-205. Use or Disposition of Collateral Wthout Accounting
Per m ssi bl e.

A security interest is not invalid or fraudul ent agai nst
creditors by reason of liberty in the debtor to use, conm ngle or
di spose of all or part of the collateral (including returned or
repossessed goods) or to collect or conprom se accounts or
chattel paper, or to accept the return of goods or nmake
repossessi ons, or to use, comm ngle or dispose of proceeds, or by
reason of the failure of the secured party to require the debtor
to account for proceeds or replace collateral. This section does
not relax the requirenments of possession where perfection of a
security interest depends upon possession of the collateral by
the secured party or by a bail ee.

9-206. Agreenent Not to Assent Defenses Agai nst Assi gnee;
Modi fication of Sales Warranties Were Security Agreenent EXists.

(1) Subject to any statute or decision which establishes a
different rule for buyers or |essees of consumer goods, an
agreenment by a buyer or |essee that he will not assent against an
assi gnee any claimor defense which he may have agai nst the
seller or lessor is enforceable by an assignee who takes his
assignment for value, in good faith and without notice of a claim
or defense, except as to defenses of a type which may be assented
agai nst a holder in due course of a negotiable instrunent under
the Article on Negotiable Instrunments (Article 3). A buyer who as
part of one transaction signs both a negotiable Instrunment and a
security agreenment makes such an agreenent



(2) When a seller retains a purchase noney security

interest in goods the Article on Sales (Article 2) governs the
sal e and any disclainer, limtation or nodification of the
seller's warranties.

9-207. Rights and Duties When Collateral Is in Secured
Party's Possessi on.

(1) A secured party nust use reasonable care in the custody
and preservation of collateral in his possession. In the case of
an instrunent or chattel paper reasonabl e care includes taking
necessary steps to preserve rights against prior panties unless
ot herwi se agr eed.

(2) Unless otherw se agreed, when collateral is in the
secured party's possession

(a) reasonabl e expenses (including the cost of any

| nsurance and paynent of taxes or other charges) incurred in the
custody, preservation, use or operation of the collateral are
chargeable to the debtor and are secured by the collateral;

(b) the risk of accidental |oss or damage is on the debtor
to the extent of any deficiency in any effective insurance
cover age;

(c) the secured party may hold as additional security any

i ncrease or profits (except noney) received fromthe collateral,
but noney so received, unless remtted to the debtor, shall be
applied in reduction of the secured obligation;

(d) the secured party nust keep the collateral identifiable
but fungi ble collateral nmay be conm ngl ed;

(e) the secured party may repl edge the collateral upon
terms which do not inpair the debtor's right to redeemit.

(3) A secured party is liable for any | oss caused by his
failure to neet any obligation inposed by the preceding
subsections but does not |ose his security interest.

(4) A secured party may use or operate the collateral for

t he purpose of preserving the collateral or its value or pursuant
to the order of a court of appropriate jurisdiction or, except in
t he case of consumer goods, in the nmanner and to the extent
provided in the security agreenent.

9-208. Request for Statenent of Account or List of
Col | ateral .

(1) A debtor may sign a statenment indicating what he

bel i eves to be the aggregate amount of unpaid indebtedness as of
a specified date and may send it to the secured party with a
request that the statenent be approved or corrected and returned



to the debtor. Wen the security agreenent or any other record
kept by the secured party identifies the collateral a debtor may
simlarly request the secured party to approve or correct a list
of the collateral

(2) The secured party nust conply with such a request

Wi thin two weeks after receipt by sending a witten correction or
approval . If the secured party clains a security interest in al
of a particular type of collateral owned by the debtor he may
indicate that fact in his reply and need not approve or correct
an item zed list of such collateral. If the secured party w thout
reasonabl e excuse fails to conply he is liable for any | oss
caused to the debtor thereby; and if the debtor has properly
included in his request a good faith statenent of the obligation
or a list of the collateral or both the secured party may claima
security interest only as shown in the statenent agai nst persons
msled by his failure to conply. If he no | onger has an interest
in the obligation or collateral at the time the request is

recei ved he nust disclose the nane and address of any successor
in interest known to himand he is |iable for any | oss caused to
the debtor as a result of failure to disclose. A successor In
interest is not subject to this section until a request is
received by him

(3) A debtor is entitled to such a statenment once every siXx
nont hs wi thout charge. The secured party may require paynent of
a charge not exceeding $10 for each additional statenent

f ur ni shed.

PART3
RI GHTS OF THI RD PARTI ES; PERFECTED AND UNPERFECTED SECURI TY
| NTERESTS; RULES OF PRIORITY

9-301. Persons Who Take Priority Over Unperfected Security
Interests; Rights of "Lien Creditor”.

(1) Except as otherw se provided in subsection (2), an
unperfected security interest is subordinate to the rights of
(a) persons entitled to priority under Section 9-312;

a person who becones a lien creditor before the security

i nterest is perfected;

(c) 1in the case of goods, instrunents, docunents, and

chattel paper, a person who is not a secured party and who is a
transferee in bulk or other buyer not in ordinary course of
business or is a buyer of farm products in ordinary course of
busi ness, to the extent that he gives value and receives delivery
of the collateral w thout know edge of the security interest and
before it is perfected;

(d) in the case of accounts and general intangibles, a

person who is not a secured party and who is a transferee to the
extent that he gives value w thout know edge of the security
interest and before it is perfected.

(2) If the secured party files with respect to a purchase

noney security interest before or within ten days after the
debt or recei ves possession of the collateral, he takes priority



over the rights of a transferee in bulk or of a lien creditor

whi ch arise between the tine the security interest attaches and
the time of filing.

(3) A "lien creditor” nmeans a creditor who has acquired a

lien on the property involved by attachment, levy or the |ike and
i ncl udes an assignee for benefit of creditors fromthe tine of
assignment, and a trustee in bankruptcy fromthe date of the
filing of the petition or a receiver in equity fromthe tinme of
appoi nt nent .

(4) A person who becones a lien creditor while a security
interest is perfected takes subject to the security interest only
to the extent that it secures advances nmade before he becones a
lien creditor or within 45 days thereafter or nade w thout

know edge of the lien or pursuant to a commtnent entered into

Wi t hout knowl edge of the lien.

9-302. When Filing I's Required to Perfect Security Interest;
Security Interests to Wiich Filing Provisions of This Article Do
Not Apply.

(1) A financing statenent nust be filed to perfect al

security interests except the foll ow ng:

(a) a security interest in collateral in Possession of the
secured party under Section 9-305;

(b) a security interest tenporarily perfected in instrunments or
docunents w thout delivery under Section 9-304 or in proceeds for
a 10 day period under Section 9-306;

(c) a security interest created by an assi gnment of a benefici al
interest in a trust or a decedent's estate;

(d) a purchase noney security interest in consumer goods; but
filing is required for a notor vehicle required to be registered;
and fixture filing is required for priority over conflicting
interests in fixtures to the extent provided in Section 9-313;
(e) an assignnent of accounts which does not alone or in
conjunction with other assignnents to the sane assignee transfer
a significant part of the outstanding accounts of the assignor;
(f) a security interest of a collecting bank (Section 4-

210) or in securities (Section 8-321) or arising under the
Article on sales (see Section 9-113) or covered in subsection (3)
of this section

(g) an assignnment for the benefit of all the creditors of the
transferor, and subsequent transfers by the assignee thereunder.
(2) |If a secured party assigns a perfected security

interest, no filing under this Article is required in order to
continue the perfected status of the security interest against
creditors of and transferees fromthe original debtor.

(3) The filing of a financing statenent otherw se required

by this Article is not necessary or effective to perfect a
security interest in property subject to

(a) a statute or treaty of the United States which provides

for a national or international registration or a national or

i nternational certificate of title or which specifies a place of
filing different fromthat specified in this Article for filing
of the security interest; or

(b) the following statutes of this state; [list any

certificate of title statute covering autonobiles, trailers,



nobi | e hones, boats, farmtractors, or the like, and any central
filing statute *]; but during any period in which collateral is

i nventory held for sale by a person who is in the business of

Sel ling goods of that kind, the filing provisions of this Article
(Part 4) apply to a security interest in that collateral

created by himas debtor; or

(c) a certificate of title statute of another jurisdiction under
the | aw of which indication of a security interest on the
certificate is required as a condition of perfection (subsection
(2) of Section 9-103).

(4) Conpliance with a statute or treaty described in

subsection (3) is equivalent to the filing of a financing
statement under this Article, and a security interest in property
subject to the statute or treaty can be perfected only by
conpliance therewith except as provided in Section 9-103 on
multiple state transactions. Duration and renewal of perfection
of a security interest perfected by conpliance with the statute
or treaty are governed by the provisions of the statute or
treaty; in other respects the security Interest is subject to
this Article.

Note: It is recomended that the Provisions of certificate of
title acts for perfection of security interests by notation on
the certificates should be anended to exclude coverage of

i nventory held for sale.

9-303. When Security Interest Is Perfected; Continuity of
Perfection.

(1) A security interest is perfected when it has attached

and when all of the applicable steps required for perfection have
been taken. Such steps are specified in Sections 9-302, 9-304, 9-
305 and 9-306. If such steps are taken before the security
interest attaches, it is perfected at the tine when it attaches.
(2) If a security interest is originally perfected in any

way permtted under this Article and is subsequently perfected in
sone other way under this Article, without an Internedi ate period
when it was unperfected, the security interest shall be deened to
be perfected continuously for the purposes of this Article.

9-304. Perfection of Security Interest in Instrunents,

Docunents, and Goods Covered by Docunents; Perfection by

Perm ssive Filing;, Tenporary Perfection Wthout Filing or
Transfer of Possession.

(1) A security interest in chattel paper or negotiable
docunents may be perfected by filing. A security interest in
noney

or instrunents (other than certificated securities or instrunents
whi ch constitute part of chattel paper) can be perfected only by
the secured party's taking possession, except as provided in
subsections (4) and (5) of this section and subsections (2) and
(3) of Section 9-306 on proceeds.

(2) During the period that goods are in the possession of

t he i ssuer of a negotiable docunent therefor, a security interest
in the goods is perfected by perfecting a security interest in

t he docunent, and any security interest in the goods otherw se



perfected during such period is subject thereto.

(3) A security interest in goods in the possession of a

bai | ee other than one who has issued a negoti abl e docunent
therefor is perfected by issuance of a docunent in the nane of
the secured party or by the bailee's receipt of notification of
the secured party's interest or by filing as to the goods.

(4) A security interest in instrunents (other than
certificated securities) or negotiable docunents is perfected
Wi t hout filing or the taking of possession for a period of 21
days fromthe tinme it attaches to the extent that it arises for
new val ue given under a witten security agreenent.

(5) A security interest remains perfected for a period of

21 days without filing where a secured party having a perfected
security interest in an instrument (other than a certificated
security), a negotiable docunent or goods in possession of a
bai | ee other than one who has issued a negoti abl e docunent

t her ef or

(a) makes available to the debtor the goods or docunents
representing the goods for the purpose of ultinmate sale or
exchange or for the purpose of |oading, unloading, storing,

shi ppi ng, transshi ppi ng, manufacturing, processing or otherw se
dealing with themin a manner prelimnary to their sale or
exchange, but priority between conflicting security interests in
the goods is subject to subsection (3) of Section 9-312; or

(b) delivers the instrunent to the debtor for the purpose
of ultimte sale or exchange or of presentation, collection,
renewal or registration of transfer.

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

9- 305. When Possession by Secured Party Perfects Security
I nterest Wthout Filing.

A security interest in letters of credit and advices of credit
(subsection (2)(a) of Section 5-116), goods, instrunents (other
than certificated securities), noney, negotiable docunents, or
chattel paper may be perfected by the secured party's taking
possession of the collateral. If such collateral other than goods
covered by a negotiable docunment is held by a bailee, the secured
party is deenmed to have possession fromthe tine the bailee
receives notification of the secured party's interest. A Security
interest is perfected by possession

fromthe tine possession is taken without a relation back and
continues only so |long as Possession is retained, unless

ot herwi se specified in this Article. The security interest nmay be
ot herwi se perfected as provided in this Article before or after

t he period of possession by the secured party.

9-306. "Proceeds"; Secured Party's Rights on Disposition of
Col | ateral .

(1) "Proceeds" includes whatever is received upon the sale,



exchange, collection or other disposition of collateral or
proceeds. |nsurance payable by reason of |oss or damage to the
collateral is proceeds, except to the extent that it is payable
to a person other than a party to the security agreenent. Mbney,
checks, deposit accounts and the |i ke are "cash proceeds”. Al

ot her proceeds are "noncash proceeds."

(2) Except where this Article otherw se provides, a

security interest continues in collateral notw thstandi ng sal e,
exchange or other disposition thereof unless the disposition was
aut hori zed by the secured party in the security agreenent or

ot herwi se, and al so continues in any identifiable proceeds

i ncludi ng coll ections received by the debtor.

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

(a) a filed financing statenent covers the original

collateral and the proceeds are collateral in which a security

i nterest may be perfected by filing in the office or offices
where the financing statenent has been filed and, if the proceeds
are acquired with cash proceeds, the description of collateral in
the financing statenment indicates the types of property
constituting the proceeds; or

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

(c) the security interest in the proceeds is perfected

before the expiration of the ten day peri od.

Except as provided in this section, a security interest in
proceeds can be perfected only by the nmethods or under the

ci rcunmstances permtted in this Article for original collateral
of the sane type

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

(a) in identifiable non-cash proceeds and in separate
deposit accounts containing only proceeds;

(b) in identifiable cash proceeds in the form of noney
whi ch is neither comm ngled with other noney nor deposited in a
deposit account prior to the insolvency proceedi ngs;

(c) in identifiable cash proceeds in the formof checks and
the Iike which are not deposited in a deposit account prior to
t he insol vency proceedi ngs; and

(d) in all cash and deposit accounts of the debtor in which



proceeds have been commingled with other funds, but the perfected
security interest under this paragraph (d) is

(i) subject to any right to set-off; and

(ii) limted to an anount not greater than the amount of any

cash proceeds received by the debtor within ten days before the
institution of the insolvency proceedings |less the sumof (1) the
paynments to the secured party on account of cash proceeds

recei ved by the debtor during such period and (11) the cash
proceeds received by the debtor during such period to which the
secured party is entitled under paragraphs (a) through (c) of
this subsection (4).

(5) |If a sale of goods results in an account or chattel

paper which is transferred by the seller to a secured party, and
I f the goods are returned to or are repossessed by the seller or
the secured party, the following rules determne priorities:

(a) If the goods were collateral at the time of sale, for

an i ndebt edness of the seller which is still unpaid, the original
security interest attaches again to the goods and continues as a
perfected security interest if it was perfected at the tine when
t he goods were sold. If the security interest was originally
perfected by a filing which is still effective, nothing further
Is required to continue the perfected status; in any other case,
the secured party nust take possession of the returned or
repossessed goods or nust file.

(b) An unpaid transferee of the chattel paper has a

security interest in the goods against the transferor. Such
security interest is prior to a security interest asserted under
paragraph (a) to the extent that the transferee of the chatte
paper was entitled to priority under Section 9-308.

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

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

9-307. Protection of Buyers of Goods.

(1) A buyer in ordinary course of business (subsection (9)

of Section 1-201) other than a person buying farm products froma
person engaged in farm ng operations takes free of a security

I nterest created by his seller even though the security interest
is perfected and even though the buyer knows of its existence.

(2) In the case of consunmer goods, a buyer takes free of a
security interest even though perfected if he buys w thout
know edge of the security interest, for value and for his own



personal, famly or household purposes unless prior to the
purchase the secured party has filed a financing statenent
covering such goods.

(3) A buyer other than a buyer in ordinary course of

busi ness (subsection (1) of this section) takes free of a
security interest to the extent that it secures future advances
made after the secured party acquires know edge of the purchase,
or nore than 45 days after the purchase, whichever first occurs,
unl ess made pursuant to a conmtnent entered into wthout

know edge of the purchase and before the expiration of the 45 day
peri od.

9-308. Purchase of Chattel Paper and Instrunents.

A purchaser of chattel paper or an instrument who gives new
val ue and takes possession of it in the ordinary course of his
busi ness has priority over a security interest in the chattel
paper or instrument

(a) which is perfected under Section 9-304 (perm ssive

filing and tenporary perfection) or under Section 9-306
(perfection as to proceeds) if he acts w thout know edge that the
specific paper or instrunent is subject to a security interest;

or
(b) which is clained nerely as proceeds of inventory

subject to a security interest (Section 9-306) even though he
knows that the specific paper or instrument is subject to the
security interest.

9-309. Protection of Purchasers of Instrunents, Docunents, and
Securities.

Nothing in this Article limts the rights of a holder in due
course of a negotiable instrunent (Section 3-302) or a holder to
whom a negoti abl e docunent of title has been duly negoti ated
(Section 7-501) or a bona fide purchaser of a security (Section
8-302) and the hol ders or purchasers take priority over an
earlier security interest even though perfected. Filing under
this Article does not constitute notice of the security interest
to such hol ders or purchasers.

9-310. Priority of Certain Liens Arising by Operation of
Law.

When a person in the ordinary course of his business

f urni shes services or materials with respect to goods subject to
a security interest, a lien upon goods in the possession of such
person given by statute or rule of law for such materials or
services takes priority over a perfected security interest unless
the lien is statutory and the statute expressly provides

ot herw se.

9-311. Alienability of Debtor's R ghts: judicial Process.



The debtor's rights in collateral may be voluntarily or
involuntarily transferred (by way of sale, creation of a security
i nterest, attachnment, |evy, garnishnent or other judicial

process) notwi thstanding a provision in the security agreenent

prohibiting any transfer or nmaking the transfer constitute a
def aul t.



