/* In recognition of the inportance of |ease transactions, a
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el ements of article 9 and article 2 on sales. It is also
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ART| CLE 2A

LEASES

PART 1

GENERAL PROVI SI ONS
2A-101. Short Title

This Article shall be known and may be cited as the Uniform
Commerci al Code - Leases.

2A-102. Scope.

This Article applies to any transaction, regardless of form that
creates a | ease.

2A-103. Definitions and I ndex of Definitions.
(1) In this Article unless the context otherw se requires:

(a) "Buyer in ordinary course of business" neans a person

who in good faith and wi t hout know edge that the sale to him|[or
her] is in violation of the Owership rights or security interest
or |leasehold interest of a third party in the goods, buys in
ordinary course froma person in the business of selling goods of
t hat 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) "Commercial unit" means such a unit of goods as by
conmerci al usage is a single whole for purposes of |ease and

di vision of which materially inmpairs its character or val ue on
the market or in use. A commercial unit may be a single article,



as 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 nmarket as a single
whol e.

(d) "Conform ng" goods or performance under a |ease
contract neans goods or performance that are in accordance with
t he obligations under the | ease contract.

(e) "Consuner |ease" neans a |lease that a |l essor regularly
engaged in the business of |leasing or selling nakes to a | essee
who i s an individual and who takes under the |lease primarily for
a personal, famly, or household purpose if the total paynents
to be made under the | ease contract, excluding paynents for
options to renew or buy, do not exceed $
(f) "Fault" neans wongful act, om ssion, breach, or
defaul t.

(g) "Finance |ease" neans a |l ease with respect to which

(i) the |l essor does not select, manufacture, or supply the
goods;

(ii) the lessor acquires the goods or the right to possession and
use of the goods in connection with the | ease; and

(iii) one of the follow ng occurs

(A) the |l 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;

(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 lessee, before signing the | ease contract, receives

an accurate and conpl ete statenment designating the prom ses and
war ranties, and any disclainmers of warranties, limtations or

nodi fications of remedies, or |iquidated damages, including those
of a third party, such as the manufacturer of the goods, provided
to the I essor by the person supplying the goods in connection

Wi th or as part of the contract by which the | essor acquired the
goods or the right to possession and use of the goods; or

(D) if the lease is not a consuner |ease, the |essor,

before the | essee signs the | ease contract, inforns the |lessee in
writing (a) of 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
possessi on and use of the goods fromthat person, (b) that the

| essee is entitled under this Article to the prom ses and

war ranties, including those of any third party, provided to the

| 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, and (c)
that the | essee may conmunicate with the person supplying the
goods to the | essor and receive an accurate and conpl ete
statenment of those prom ses and warranties, including any
disclainers and limtations of themor of renedies.

[* An effort to sinplify the problemof a breach in the quality
of goods which are noimally purchased by a | easi ng conmpany but
are really financing acconodations. This fixes a standard for
performance inhering in the contract as a whole. */

(h) "Goods" neans all things that are novable at the tine

of identification to the |lease contract, or are fixtures (Section
2A-309), but the term does not include noney, docunents,

i nstrunments, accounts, chattel paper, general intangibles, or
mnerals or the like, including oil and gas, before extraction.
The term al so includes the unborn young of ani nals.

(i) "installnent |ease contract” neans a | ease contract

t hat authorizes or requires the delivery of goods in separate
lots to be separately accepted, even though the | ease contract
contains a clause "each delivery is a separate |ease"” or its
equi val ent .

(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
context clearly indicates otherwi se, the termincludes a

subl ease.

(k) "lease agreenent” neans the bargain, with respect to

the | ease, of the lessor and the |essee in fact as found in their
| anguage or by inplication from other circunstances including
course of dealing or usage of trade or course of perfornmance as
provided in this Article. Unless the context clearly indicates

ot herwi se, the termincludes a subl ease agreenent.

(1) "lease contract” neans the total |egal obligation that
results fromthe | ease agreenent as affected by this Article and
any other applicable rules of Iaw. 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.

(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" neans a person

who in good faith and w t hout knowl edge that the lease to himJ[or
her] is in violation of the ownership rights or security interest
or |leasehold interest of a third party in the goods |eases in



ordinary course froma person in the business of selling or

| easi ng goods of that kind but does not include a pawnbroker.

"l easing” 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 | ease contract but does
not include a transfer in bulk or as security for or in total or
partial satisfaction of a noney debt.

(p) "lessor" nmeans a person who transfers the right to
possessi on and use of goods under a |ease. Unless the context
clearly indicates otherwi se, the termincludes a subl essor.

(q) "lessor's residual interest" neans the | essor's
interest in the goods after expiration, termnation, or
cancel l ation of the | ease contract.

(r) "Lien" nmeans a charge against or interest in goods to
secure paynment of a debt or performance 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.

(t) "Merchant |essee" neans a | essee that is a nerchant
Wi th respect to goods of the kind subject to the | ease.

(u) "Present value" nmeans the anmobunt as of a date certain

of one or nore suns payable in the future, discounted to the date
certain. The discount is determned by the interest rate
specified by the parties if the rate was not manifestly
unreasonabl e at the tine the transaction was entered into;

ot herwi se, the discount is determned by a commercially
reasonabl e rate that takes into account the facts and

ci rcunmst ances of each case at the tinme the transaction was
entered into.

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

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

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

(y) "Supply contract” neans 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
contract otherw se than for default.



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

"Accessions". Section 2A-310(1).

"Construction nortgage". Section 2A-309( 1) (d).
"Encunbrance . Section 2A-309( 1) (e).

"Fi xtures". Section 2A-309(1)(a).

"Fixture filing". Section 2A-309(1)(b).
"Purchase noney | ease". Section 2A-309(1)(c).

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

"Account". Section 9-106.

"Bet ween nerchants”. Section 2-104(3).
"Buyer". Section 2-103(1)(a).
"Chattel paper"”.Section 9-105(1 )(b).
"Consumer goods". Section 9-109(1).
"Docunent ". Section 9-105(1)(f).

"Entrusting". Section 2-403(3).
"Ceneral intangibles". Section 9-106.
"CGood faith". Section 2-103(1)(b).

"l nstrunment”. Section 9-105(1)(i).

"Merchant". Section 2-104(1).
"Mort gage". Section 9-105(1)(j).
"Pursuant to comnmtnent”. Section 9-105(1 ) (k).

"Recei pt". Section 2-103(1)(c).

"Sal e". Section 2-106(1).
"Sal e on approval". Section 2-326.
"Sale or return". Section 2-326.

"Seller". Section 2-103(1)(d).

(4) In addition, Article 1 contains general definitions and



principles of construction and interpretation applicable
t hroughout this Article.

2A-104. Leases Subject to Other Statutes.

(1) A lease, although subject to this Article, is also
subj ect to any applicabl e:

(a) certificate of title statute of this State: (list any
certificate of title statutes covering autonobiles, trailers,
nobi | e hones, boats, farmtractors, and the |ike);

(b) certificate of title statute of another jurisdiction
(Section 2A-105); or

(c) consumer protection statute of this State, or final
consumer protection decision of a court of this State existing on
the effective date of this Article.

(2) In case of conflict between this Article, other than
Sections 2A-105, 2A- 304(3), and 2A-305(3), and a statute or
decision referred to in subsection (1), the statute or decision
control s.

(3) Failure to conply with an applicable | aw has only the
ef fect specified therein.

/* Thus binding |l essors to whatever standards the state has
i nposed in regards to their performance. */

2A-105. Territorial Application of Article to Goods Covered by
Certificate of Title.

Subj ect to the provisions of Sections 2A-304(3) and 2A-

305(3), with respect to goods covered by a certificate of title

| ssued under a statute of this State or of another jurisdiction,
conpliance and the effect of conpliance or nonconpliance with a
certificate of title statute are governed by the |law (including
the conflict of laws rules) of the jurisdiction issuing the
certificate until the earlier of (a) surrender of the
certificate, or (b) four nonths after the goods are renoved from
that jurisdiction and thereafter until a new certificate of title
I's issued by another jurisdiction.

[* Quite simlar to the provisions of the UCCin Article 9
regardi ng perfection of security interests. */
2A-106. Limtation on Power of Parties to Consuner Lease to

Choose Applicable Law and Judicial Forum

(1) |If the law chosen by the parties to a consuner |ease is
that of a jurisdiction other than a jurisdiction in which the



| essee resides at the tine the | ease agreenent becones
enforceable or within 30 days thereafter or in which the goods
are to be used, the choice is not enforceable.

[* This is simlar to FTC rules which require that any collection
| awsuits be brought where the debtor resides.*/

(2) If the judicial forumchosen by the parties to a
consuner |ease is a forumthat would not otherw se have
j urisdiction over the | essee, the choice is not enforceable.

2A-107. Wi ver or Renunciation of Claimor R ght After
Def aul t.

Any claimor right arising out of an alleged default or

breach of warranty may be di scharged in whole or in part wthout
consideration by a witten waiver or renunciation signed and
delivered by the aggrieved party.

2A-108. Unconscionability.

(1) |If the court as a matter of law finds a | ease contract

or any clause of a | ease contract to have been unconsci onabl e at
the time it was made the court may refuse to enforce the | ease
contract, or it may enforce the remai nder of the |ease contract
Wi t hout the unconscionable clause, or it may so limt the
application of any unconscionable clause as to avoid any
unconsci onabl e resul t.

(2) Wth respect to a consunmer lease, if the court as a

matter of law finds that a | ease contract or any clause of a

| ease contract has been induced by unconsci onabl e conduct or that
unconsci onabl e conduct has occurred in the collection of a claim
arising froma | ease contract, the court may grant appropriate
relief.

[* An additional source of defense for unfair collection tactics
to the Fair Debt Collection Act. This matter is set as one to be
tried to the court, not a jury*/

(3) Before making a finding of unconscionability under
subsection (1) or (2), the court, on its own notion or that of a
party, shall afford the parties a reasonable opportunity to
present evidence as to the setting, purpose, and effect of the

| ease contract or clause thereof, or of the conduct.

(4) In an action in which the | essee clains
unconscionability with respect to a consuner | ease:

(a) |If the court finds unconscionability under subsection

(1) or (2), the court shall award reasonable attorney's fees to
the | essee.

(b) If the court does not find unconscionability and the

| essee cl ai m ng unconscionability has brought or maintained an



action he [or she] knew to be groundl ess, the court shall award
reasonabl e attorney's fees to the patty agai nst whomthe claimis
made.

In determ ning attorney's fees, the anount of the recovery
on behal f of the claimant under subsections (1) and (2) is not
controlling.

[* Simlar to the policy of federal fee shifting statutes. */
2A- 109. Option to Accelerate at WII.

(1) A termproviding that one party or his [or her]

successor in interest nmay accel erate paynent or performance or
require collateral or additional collateral "at will" or when he
for she] deens hinself for herself] insecure” or in words of
simlar inport nust be construed to nean that he [or she] has
power to do so only if he for she] in good faith believes that

t he prospect of payment or performance is inpaired.

(2) Wth respect to a consuner |ease, the burden of

est abl i shing good faith under subsection (1) is on the party who
exerci sed the power; otherw se the burden of establishing |ack of
good faith is on the party agai nst whomthe power has been
exer ci sed.

PART 2
FORVATI ON AND CONSTRUCTI ON OF LEASE CONTRACT

2A- 20l . Statute of Frauds.

(1) A lease contract is not enforceable by way of action or
def ense unl ess:

(a) the total paynents to be made under the | ease contract,
excl udi ng paynents for options to renew or buy, are | ess than
$1, 000; or

(b) there is a witing, signed by the party agai nst whom
enforcenent is sought or by that party's authorized agent,
sufficient to indicate that a | ease contract has been made
bet ween the parties and to describe the goods | eased and the
| ease term

(2) Any description of |eased goods or of the lease termis
sufficient and satisfies subsection (1)(b), whether or not it is
specific, if it reasonably identifies what is described.

(3) Awiting is not insufficient because it omts or
incorrectly states a term agreed upon, but the |ease contract is
not enforceabl e under subsection (1)(b) beyond the | ease termand
the quantity of goods shown in the witing.

(4) A lease contract that does not satisfy the requirenents



of subsection (1), but which is valid in other respects, is
enf or ceabl e:

(a) if the goods are to be specially manufactured or

obtained for the | essee and are not suitable for |ease or sale to
others in the ordinary course of the |essor's business, and the

| essor, before notice of repudiation is received and under

ci rcunmst ances that reasonably indicate that the goods are for the
| essee, has nmade either a substantial beginning of their

manuf acture or commtnents for their procurenent;

(b) if the party agai nst whom enforcenent is sought admts

in that party's pleading, testinony or otherwise in court that a
| ease contract was nmade, but the |ease contract is not

enf orceabl e under this provision beyond the quantity of goods
adm tted; or

(c) wth respect to goods that have been received and
accepted by the | essee.

(5) The lease termunder a | ease contract referred to in
subsection (4) is:

(a) if thereis a witing signed by the party agai nst whom
enforcenent is sought or by that party's authorized agent
specifying the lease term the termso specified;

(b) if the party agai nst whom enforcenent is sought adnmits
in that party's pleading, testinony, or otherwise in court a
| ease term the termso admitted; or

(c) a reasonable |lease term

2A-202. Final Witten Expression: Parol or Extrinsic
Evi dence.

Terms with respect to which the confirmatory nmenoranda of

the parties agree or which are otherwi se set forth in a witing
i ntended by the parties as a final expression of their agreenent
Wi th respect to such terns as are included therein may not be
contradi cted by evidence of any prior agreenment or of a

cont enpor aneous oral agreenent but nay be explained or

suppl enent ed:

(a) by course of dealing or usage of trade or by course of
per formance; and

(b) by evidence of consistent additional terns unless the

court finds the witing to have been intended al so as a conpl ete
and excl usive statenment of the terns of the agreenent.

2A-203. Seal s | noperati ve.

The affixing of a seal to a witing evidencing a | ease
contract or an offer to enter into a | ease contract does not



render the witing a sealed instrunent and the law with respect
to sealed instrunments does not apply to the | ease contract or
of fer.

2A-204. Fornmmtion in Ceneral

(1) A lease contract nay be made in any manner sufficient
to show agreenent, including conduct by both parties which
recogni zes the existence of a | ease contract.

(2) An agreenent sufficient to constitute a | ease contract
may be found although the nonment of its making is undetern ned.

(3) Although one or nore terns are |left open, a |ease
contract does not fail for indefiniteness if the parties have
i ntended to make a | ease contract and there is a reasonably
certain basis for giving an appropriate renedy.

2A- 205. FirmOfers.

An offer by a nmerchant to | ease goods to or from anot her

person in a signed witing that by its terns gives assurance it

wi || be held open is not revocable, for |lack of consideration,
during the tine stated or, if notine is stated, for a reasonable
time, but in no event may the period of irrevocability exceed 3
nont hs. Any such term of assurance on a form supplied by the

of feree must be separately signed by the offeror.

2A-206. O fer and Acceptance in Formation of Lease contract

(1) Unl ess otherw se unanbi guously indicated by the

| anguage or circunstances, an offer to make a | ease contract mnust
be construed as inviting acceptance in any manner and by any

medi um reasonabl e in the circunstances.

(2) If the beginning of a requested performance is a

reasonabl e node of acceptance, an offeror who is not notified of
acceptance within a reasonable tine may treat the offer as having
| apsed before acceptance.

2A-207. Course of Performance or Practical Construction.

(1) |If a lease contract involves repeated occasions for
performance by either party with know edge of the nature of the
performance and opportunity for objection to it by the other, any
course of performance accepted or acquiesced in wthout objection
is relevant to determ ne the neaning of the | ease agreenent,

(2) The express terns of a | ease agreenment and any course

of performance, as well as any course of dealing and usage of
trade, nust be construed whenever reasonable as consistent with
each other; but if that construction is unreasonabl e, express
terms control course of performance, course of perfornmance
controls both course of dealing and usage of trade, and course of
deal i ng controls usage of trade.



(3) Subject to the provisions of Section 2A-20g on

nodi fication and wai ver, course of performance is relevant to
show a wai ver or nodification of any terminconsistent with the
course of performance.

2A- 208. Mbdi fi cati on, Resci ssion and Wi ver.

(1) An agreenent nodifying a | ease contract needs no
consi deration to be binding.

(2) A signed | ease agreenent that excludes nodification or
resci ssion except by a signed witing my not be otherw se

nodi fied or rescinded, but, except as between nerchants, such a
requi rement on a formsupplied by a nerchant nmust be separately
signed by the other party.

/* In the ongoing "battle of the fornms" a separate signature is
required for a witten nodification requirenent. */

(3) Although an attenpt at nodification or rescission does
not satisfy the requirenents of subsection (2), it nmay operate as
a wai ver.

(4) A party who has nmade a wai ver affecting an executory

portion of a | ease contract may retract the waiver by reasonabl e
notification received by the other party that strict perfornmance
Wi || be required of any term wai ved, unless the retraction would
be unjust in view of a material change of position in reliance on
the wai ver.

2A- 209, Lessee Under Finance Lease as Beneficiary of Supply
Cont r act

(1) The benefit of a supplier's promses to the |essor

under the supply contract and of all warranties, whether express
or inplied, including those of any third party provided In
connection with or as part of the supply contract, extends to the
| essee to the extent of the | essee's |easehold interest under a
finance | ease related to the supply contract, but is subject to
the terns of the warranty and of the supply contract and al

def enses or clainms arising therefrom

(2) The extension of the benefit of a supplier's prom ses
and of warranties to the | essee (Section 2A-209(1)) does not:

(i) nodify the rights and obligations of the parties to the

suppl y
contract, whether arising therefromor otherw se, or

(ii) inpose any duty or liability under the supply contract on
the | essee.

(3) Any nodification or rescission of the supply contract
by the supplier and the | essor is effective between the supplier



and the | essee unless, before the nodification or rescission, the
supplier has received notice that the | essee has entered into a
finance | ease related to the supply contract. If the nodification
or rescission is effective between the supplier and the |essee,
the lessor is deened to have assuned, in addition to the
obligations of the I essor to the | essee under the | ease contract,
prom ses of the supplier to the |l essor and warranties that were
so nodified or rescinded as they existed and were available to
the | essee before nodification or rescission.

(4) In addition to the extension of the benefit of the
supplier's prom ses and of warranties to the | essee under
subsection (1), the lessee retains all rights that the | essee may
have agai nst the supplier which arise froman agreenment between
the | essee and the supplier or under other |aw.

2A-210. Express Warranties.

(1) Express warranties by the | essor are created as
fol | ows:

(a) Any affirmation of fact or prom se made by the | essor

to the | essee which relates to the goods and becones part of the
basis of the bargain creates an express warranty that the goods
Wi |l conformto the affirmation or prom se.

(b) Any description of the goods which is made part of the
basis of the bargain creates an express warranty that the goods
wi |l conformto the description.

(c) Any sanple or nodel that is nade part of the basis of
the bargain creates an express warranty that the whole of the
goods will conformto the sanple or nodel

(2) It is not necessary to the creation of an express

warranty that the | essor use formal words, such as warrant' or
guarantee,' or that the | essor have a specific intention to make
a warranty, but an affirmation nerely of the value of the goods
or a statenment purporting to be nmerely the |l essor's opinion or
conmendati on of the goods does not create a warranty.

2A-211. Warranties Against Interference and Agai nst
I nfringenent; Lessee's bligation Against |Infringenent.

(1) There is in a lease contract a warranty that for the

| ease term no person holds a claimto or interest in the goods
that arose froman act or om ssion of the |essor, other than a
claimby way of infringenent or the like, which will interfere
Wi th the | essee's enjoynent of its | easehold interest.

(2) Except in a finance lease there is in a |ease contract

by a lessor who is a nerchant regularly dealing in goods of the
kind a warranty that the goods are delivered free of the rightful
cl aimof any person by way of infringenment or the I|ike.

(3) A lessee who furnishes specifications to a | essor or a



supplier shall hold the | essor and the supplier harm ess agai nst
any claimby way of infringenment or the like that arises out of
conpliance with the specifications.

2A-212. Inplied Warranty of Merchantability.

(1) Except in a finance |lease, a warranty that the goods

Wi || be merchantable is inplied in a | ease contract if the | essor
is a merchant with respect to goods of that Kkind.

(2) Goods to be nerchantable nmust be at |east such as

(a) pass without objection in the trade under the
description in the | ease agreenent;

(b) in the case of fungi ble goods, are of fair average quality
Wi t hin the description

are fit for the ordinary purposes for which goods of that
type are used;

(d) run, within the variation permtted by the | ease
agreenment, of even kind, quality, and quantity within each unit
and anmong all units invol ved;

are adequately contai ned, packaged, and | abeled as the | ease
agreenment may require; and

(f) conformto any prom ses or affirmations of fact nade on
the container or |abel.

(3) Oher inplied warranties may arise from course of
deal i ng or usage of trade.

2A-213. Inplied Warranty of Fitness for Particul ar Purpose
Except in a finance lease, if the lessor at the tinme the

| ease contract is made has reason to know of any particul ar
pur pose for which the goods are required and that the | essee is

relying on the lessor's skill or judgnent to select or furnish
sui tabl e goods, there is in the | ease contract an inplied
war ranty that the goods will be fit for that purpose.

2A-214. Exclusion or Mdification of Warranti es.

(1) Words or conduct relevant to the creation of an express

war ranty and words or conduct tending to negate or limt a

war ranty nust be construed wherever reasonable as consistent with
each other; but, subject to the provisions of Section 2A-202 on
parol or extrinsic evidence, negation or limtation is

| noperative to the extent that the construction is unreasonabl e.

(2) Subject to subsection (3), to exclude or nodify the
i nplied warranty of nerchantability or any part of it the
| anguage nust nention "nmerchantability”, be by a witing, and be



conspi cuous. Subject to subsection (3), to exclude or nodify any
i mplied warranty of fitness the exclusion nust be by a witing

and be conspi cuous. Language to exclude all inplied warranties
of fitness is sufficient if it is in witing, is conspicuous and
states, for exanple, "There is no warranty that the goods w Il be

fit for a particular purpose".

(3) Notw thstandi ng subsection (2), but subject to
subsection (4),

(a) unless the circunstances indicate otherw se, al

i nplied warranties are excluded by expressions like "as is," or
"wth all faults,”™ or by other |anguage that in common
understanding calls the | essee's attention to the excl usion of
war ranties and nakes plain that there is no inplied warranty, if
in witing and conspi cuous.

(b) if the |lessee before entering into the | ease contract

has exam ned t he goods or the sanple or nodel as fully as desired
or has refused to exam ne the goods, there Is no inplied warranty
Wi th regard to defects that an exam nation ought in the

ci rcunstances to have reveal ed; and

(c) an inplied warranty may al so be excluded or nodified by
course of dealing, course of perfornmance, or usage of trade.

(4) To exclude or nodify a warranty agai nst interference or

agai nst infringenment (Section 2A-21 1) or any part of it, the

| anguage nust be specific, be by a witing, and be conspi cuous,
unl ess the circunmstances, including course of performance, course
of dealing, or usage of trade, give the |essee reason to know

t hat the goods are being | eased subject to a claimor interest of
any person.

2A- 215. Cumul ation and Conflict of Warranties Express or
| mpl i ed.

Warranti es, whether express or inplied, nmust be construed as
consistent with each other and as cumnul ative, but if that
construction is unreasonable, the intention of the parties
det erm nes which warranty is dom nant. In ascertaining that
intention the follow ng rules apply:

(a) Exact or technical specifications displace an
i nconsi stent sanple or nodel or general |anguage of description.

(b) A sanple froman existing bul k di splaces inconsistent
general | anguage of description.

(c) Express warranties displace inconsistent inplied
warranties other than an inplied warranty of fitness for a
particul ar purpose.

2A-216. Third-Party Beneficiaries of Express and Inplied
WArranti es.



Alternative A

A warranty to or for the benefit of a |l essee under this

Article, whether express or inplied, extends to any natural
person who is in the famly or household of the | essee or who is
a guest in the lessee's hone if it is reasonable to expect that
such person may use, consune, or be affected by the goods and who
is injured in person by breach of the warranty. This section does
not displace principles of law and equity that extend a warranty
to or for the benefit of a | essee to other persons. The operation
of this section may not be excluded, nodified, or limted, but an
exclusion, nodification, or Iimtation of the warranty, including
any with respect to rights and renedi es, effective against the

| essee is al so effective agai nst any beneficiary designated under
this section.

/* A codification of general |aw of product's liability. */
Al ternative B

A warranty to or for the benefit of a |l essee under this

Article, whether express or inplied, extends to any natural
person who nmay reasonably be expected to use, consune, or be

af fected by the goods and who is injured in person by breach of
the warranty. This section does not displace principles of |aw
and equity that extend a warranty to or for the benefit of a

| essee to ot her persons. The operation of this section may not be
excluded, nodified, or limted, but an exclusion, nodification,
or limtation of the warranty, including any with respect to
rights and renedies, effective against the | essee is al so

ef fective agai nst the beneficiary designated under this section.

Alternative C

A warranty to or for the benefit of a |l essee under this

Article, whether express or inplied, extends to any person who
may reasonably be expected to use, consune, or be affected by the
goods and who is injured by breach of the warranty. The operation
of this section may not be excluded, nodified, or limted with
respect to injury to the person of an individual to whomthe

war ranty extends, but an exclusion, nodification, or limtation
of the warranty, including any with respect to rights and

renedi es, effective against the | essee is also effective agai nst
t he beneficiary designated under this section.

2A-217. ldentification.

| dentification of goods as goods to which a | ease contract
refers may be made at any tinme and in any manner explicitly
agreed to by the parties. In the absence of explicit agreenent,
i dentification occurs:

(a) when the |lease contract is made if the | ease contract
is for a | ease of goods that are existing and identifi ed;



(b) when the goods are shipped, narked, or otherw se

desi gnated by the | essor as goods to which the | ease contract
refers, if the |ease contract is for a | ease of goods that are
not existing and identified; or

(c) when the young are conceived, if the | ease contract is
for a | ease of unborn young of animals.

2A-218. | nsurance and Proceeds.

(1) A lessee obtains an insurable interest when existing

goods are identified to the | ease contract even though the goods
identified are nonconform ng and the | essee has an option to

rej ect them

(2) If a lessee has an insurable interest only by reason of
the lessor's identification of the goods, the |essor, until
default or insolvency or notification to the | essee that
identification is final, may substitute other goods for those
i dentified.

(3) Notw thstanding a | essee's insurable interest under
subsections (1) and (2), the lessor retains an insurable interest
until an option to buy has been exercised by the | essee and risk
of loss has passed to the | essee.

(4) Nothing in this section inpairs any insurable interest
recogni zed under any other statute or rule of |aw

(5) The parties by agreenent may determ ne that one or nore
parties have an obligation to obtain and pay for insurance
covering the goods and by agreenent may determ ne the beneficiary
of the proceeds of the insurance.

2A-219. Ri sk of Loss.

(1) Except in the case of a finance |ease, risk of loss is
retained by the | essor and does not pass to the |essee. In the
case of a finance |lease, risk of |oss passes to the | essee.

(2) Subject to the provisions of this Article on the effect

of default on risk of loss (Section 2A-220), if risk of loss is
to pass to the I essee and the tinme of passage is not stated, the
follow ng rules apply:

(a) If the lease contract requires or authorizes the goods
to be shipped by carrier

(i) and it does not require delivery at a particular
destination, the risk of |oss passes to the | essee when the goods
are duly delivered to the carrier; but

(ii) if it does require delivery at a particular destination
and the goods are there duly tendered while in the possession of



the carrier, the risk of |oss passes to the | essee when the goods
are there duly so rendered as to enable the | essee to take
del i very.

(b) If the goods are held by a bailee to be delivered

Wi t hout bei ng noved, the risk of |oss passes to the | essee on
acknow edgnent by the bailee of the |lessee's right to possession
of the goods.

(c) In any case not within subsection (a) or (b), the risk
of | oss passes to the | essee on the | essee's

recei pt of the goods if the lessor, or, in the case of a
finance | ease, the supplier, Is a nmerchant; otherw se the risk
passes to the | essee on tender of delivery.

2A-220. Effect of Default on R sk of Loss.

(1) Wiere risk of loss is to pass to the | essee and the
time of passage is not stated:

(a) If a tender or delivery of goods so fails to conformto

the | ease contract as to give a right of rejection, the risk of
their loss remains with the lessor, or, in the case of a finance
| ease, the supplier, until cure or acceptance.

(b) If the lessee rightfully revokes acceptance, he [or

she], to the extent of any deficiency in his [or her] effective

I nsurance coverage, may treat the risk of |oss as having renmai ned
Wi th the | essor fromthe beginning.

(2) Whether or not risk of loss is to pass to the |essee, if
the | essee as to conform ng goods already identified to a | ease
contract repudiates or is otherwise in default under the | ease
contract, the lessor, or, in the case of a finance |ease, the
supplier, to the extent of any deficiency in his [or her]
ef fective insurance coverage may treat the risk of |oss as
resting on the | essee for a commercially reasonable tine.

2A-221. Casualty to Identified Goods.

If a |l ease contract requires goods identified when the | ease
contract is made, and the goods suffer casualty w thout fault of
the | essee, the lessor or the supplier before delivery, or the
goods suffer casualty before risk of |oss passes to the | essee
pursuant to the | ease agreenent or Section 2A-2 19, then:

(a) if the loss is total, the | ease contract is avoi ded;
and

(b) if the loss is partial or the goods have so

deteriorated as to no | onger conformto the | ease contract, the

| essee may neverthel ess denand inspection and at his [or her]
option either treat the | ease contract as avoided or, except in a
finance | ease that is not a consuner |ease, accept the goods with



due all owance fromthe rent payable for the bal ance of the |ease
termfor the deterioration or the deficiency in quantity but
Wi t hout further right against the |essor.

PART 3
EFFECT OF LEASE CONTRACT

2A-301. Enforceability of Lease Contract.

Except as otherwi se provided in this Article, a | ease

contract is effective and enforceable according to its terns

bet ween the parties, against purchasers of the goods and agai nst
creditors of the parties.

2A-302. Title to and Possessi on of Goods.

Except as otherwi se provided in this Article, each provision

of this Article applies whether the lessor or a third party has
title to the goods, and whether the |lessor, the | essee, or a
third party has possession of the goods, notw thstandi ng any
statute or rule of | aw that possession or the absence of
possession is fraudul ent.

2A-303. Alienability of Party's Interest Under Lease
Contract or of lessor's Residual Interest in Goods; Delegation of
Performance; Transfer of Rights.

(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 9-
102(1) (b).

(2) Except as provided in subsections (3) and (4), a provision
in a | ease agreenent which

(i) prohibits the voluntary or involuntary transfer, including a
transfer by sale, sublease, creation or enforcenent of a security
interest, or attachment, levy, 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 renedi es provided in subsection (5), but a transfer
that is prohibited or is an event of default under the | ease
agreenment is otherw se effective.

(3) A provision in a | ease agreenent which

(i) prohibits the creation or enforcenent of a security interest
in an interest of a party under the |ease contract or in the
| essor's residual interest in the goods, or

(ii) makes such a transfer an event of default, is not
enf orceabl e unless, and then only to the extent that, there is an
actual transfer by the | essee of the | essee's right of possession



or use of the goods in violation of the provision or an actual

del egation of a material performance of either party to the |ease
contract in violation of the provision. Neither the granting nor
the enforcenent of a security interest in

(i) the lessor's interest under the | ease contract or

(ii) the lessor's residual interest in the goods is a transfer
that materially inpairs the prospect of obtaining return
performance by, materially changes the duty of, or materially

I ncreases the burden or risk inposed on, the | essee within the
purvi ew of subsection (5) unless, and then only to the extent
that, there is an actual delegation of a material performance of
the | essor.

(4) A provision in a | ease agreenent which

(i) prohibits a transfer of a right to damages for default with
respect to the whole | ease contract or of a right to paynent
arising out of the transferor's due performance of the
transferor's entire obligation, or

(ii) makes such a transfer an event of default, is not
enforceabl e, and such a transfer is not a transfer that
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
Wi t hin the purview of subsection (5).

(5) Subject to subsections (3) and (4):

(a) if atransfer is nade which is made an event of default
under a | ease agreenment, the party to the | ease contract not
maki ng the transfer, unless that party waives the default or
ot herwi se agrees, has the rights and renedi es described in
Section 2A-501(2);

(b) if paragraph (a) is not applicable and if a transfer is
made that (i) is prohibited under a | ease agreenment 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 meking the transfer agrees at any tine to
the transfer in the | ease contract or otherw se, then, except as
limted by contract,

(i) the transferor is liable to the party not nmaking the transfer
f or damages caused by the transfer to the extent that the damages
coul d not reasonably be prevented by the party not nmaking the
transfer and

(ii) a court having jurisdiction may grant other appropriate
relief, including cancellation of the | ease contract or an
i njunction against the transfer.



(6) A transfer of the |lease"” or of "all my rights under the

| ease"”, 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 transfer is a
del egation of duties by the transferor to the transferee.
Acceptance by the transferee constitutes a prom se by the
transferee to performthose duties. The prom se is enforceabl e by
either the transferor or the other party to the | ease contract.

(7) Unless otherwi se agreed by the | essor and the | essee, a
del egati on of performance does not relieve the transferor as
agai nst the other party of any duty to performor of any
liability for default.

(8) 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.

2A- 304. Subsequent Lease of Goods by Lessor.

(1) Subject to Section 2A-303, a subsequent |essee froma

| essor of goods under an existing | ease contract obtains, to the
extent of the | easehold interest transferred, the |easehold
interest in the goods that the | essor had or had power to
transfer, and except as provided in subsection (2) and Section
2A-

527(4), takes subject to the existing |l ease contract. A |lessor

Wi th voidable title has power to transfer a good | easehold
interest to a good faith subsequent |essee for value, but only to
the extent set forth in the preceding sentence. If goods have
been delivered under a transaction of purchase, the | essor has

t hat power even though:

(a) the lessor's transferor was deceived as to the identity
of the | essor;

(b) the delivery was in exchange for a check which is later
di shonor ed;

(c) it was agreed that the transaction was to be a "cash
sal e"; or

(d) the delivery was procured through fraud punishabl e as
| ar cenous under the crimnal |aw

(2) A subsequent |essee in the ordinary course of business
froma |l essor who is a nerchant dealing in goods of that kind to
whom t he goods were entrusted by the existing | essee of that

| essor before the interest of the subsequent |essee becane

enf or ceabl e agai nst that |essor obtains, to the extent of the

| easehol d interest transferred, all of that lessor's and the
existing |l essee's rights to the goods, and takes free of the

exi sting | ease contract.



(3) A subsequent |essee fromthe |essor of goods that are
subject to an existing | ease contract and are covered by a
certificate of title issued under a statute of this State or of
anot her jurisdiction takes no greater rights than those provided
both by this section and by the certificate of title statute.

2A- 305. Sal e or Subl ease of Goods by Lessee.

(1) Subject to the provisions of Section 2A-303, a buyer or

subl essee fromthe | essee of goods under an existing | ease
contract obtains, to the extent of the interest transferred, the
| easehol d interest in the goods that the | essee had or had power
to transfer, and except as provided in subsection (2) and Section
2A-511(4), takes subject to the existing | ease contract. A | essee
Wi th a voi dabl e | easehold interest has power to transfer a good

| easehol d interest to a good faith buyer for value or a good
faith subl essee for value, but only to the extent set forth in

t he precedi ng sentence. When goods have been delivered under a
transaction of | ease the | essee has that power even though:

(a) the lessor was deceived as to the identity of the
| essee;

(b) the delivery was in exchange for a check which is later
di shonored; or

(c) the delivery was procured through fraud punishabl e as
| arcenous under the crimnal |aw.

(2) A buyer in the ordinary course of business or a

subl essee in the ordinary course of business froma | essee who is
a nerchant dealing in goods of that kind to whomthe goods were
entrusted by the | essor obtains, to the extent of the interest
transferred, all of the lessor's and | essee's rights to the
goods, and takes free of the existing | ease contract.

(3) A buyer or sublessee fromthe | essee of goods that are
subject to an existing | ease contract and are covered by a
certificate of title issued under a statute of this State or of
anot her jurisdiction takes no greater rights than those provided
both by this section and by the certificate of title statute.

2A-306. Priority of Certain Liens Arising by Operation of
Law.

If a person in the ordinary course of his [or her] business

f urni shes services or materials with respect to goods subject to
a | ease contract, a lien upon those goods in the possession of

t hat person given by statute or rule of law for those materials
or services takes priority over any interest of the | essor or

| essee under the | ease contract or this Article unless the lien
Is created by statute and the statute provides ot herw se or
unless the lien is created by rule of law and the rule of |aw
provi des ot herw se.



[* Simlar to secured transactions, liens to preserve the
property go first. */



