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AN ACT

To repeal sections 59.040, 59.041, 59.050, 59.090, 59.100, 59.130, 59.250, 59.255, 59.257,
59.260, 59.300, 347.189, 351.120, 351.220, 351.268, 351.410, 351.415, 351.435,
351.440, 351.458, 351.478, 351.482, 400.1-105, 400.1-201, 400.2-103, 400.2-210,
400.2-326, 400.2-401, 400.2-502, 400.2-716, 400.2A-103, 400.2A-303, 400.2A-307,
400.2A-309, 400.4-210, 400.7-503, 400.8-103, 400.8-106, 400.8-110, 400.8-301, 400.8-
302, 400.8-510, 400.9-101, 400.9-102, 400.9-103, 400.9-104, 400.9-105, 400.9-1086,
400.9-107, 400.9-108, 400.9-109, 400.9-110, 400.9-111, 400.9-112, 400.9-113, 400.9-
114, 400.9-115, 400.9-116, 400.9-201, 400.9-202, 400.9-203, 400.9-204, 400.9-205,
400.9-206, 400.9-207, 400.9-208, 400.9-301, 400.9-302, 400.9-303, 400.9-304, 400.9-
305, 400.9-306, 400.9-307, 400.9-308, 400.9-309, 400.9-310, 400.9-311, 400.9-312,
400.9-313, 400.9-314, 400.9-315, 400.9-316, 400.9-317, 400.9-318, 400.9-401, 400.9-
402, 400.9-403, 400.9-404, 400.9-405, 400.9-406, 400.9-407, 400.9-408, 400.9-4009,
400.9-501, 400.9-502, 400.9-503, 400.9-504, 400.9-505, 400.9-506, 400.9-507 and
400.9-508, RSMo 2000, relating to business procedures regulated by the secretary of
state and related matters, and to enact in lieu thereof one hundred eighty-one new
sections relating to the same subject, with an emergency clause, and a termination date
for acertain section.

|
Be it enacted by the General Assembly of the state of Missouri, as follows:

Section A. Sections 59.040, 59.041, 59.050, 59.090, 59.100, 59.130, 59.250, 59.255,
2 59.257, 59.260, 59.300, 347.189, 351.120, 351.220, 351.268, 351.410, 351.415, 351.435,

EXPLANATION — Matter enclosed in bold faced brackets[thus] in thishill isnot enacted and isintended
to be omitted in the law.
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351.440, 351.458, 351.478, 351.482, 400.1-105, 400.1-201, 400.2-103, 400.2-210, 400.2-326,
400.2-401, 400.2-502, 400.2-716, 400.2A-103, 400.2A-303, 400.2A-307, 400.2A-309, 400.4-
210, 400.7-503, 400.8-103, 400.8-106, 400.8-110, 400.8-301, 400.8-302, 400.8-510, 400.9-101,
400.9-102, 400.9-103, 400.9-104, 400.9-105, 400.9-106, 400.9-107, 400.9-108, 400.9-1009,
400.9-110, 400.9-111, 400.9-112, 400.9-113, 400.9-114, 400.9-115, 400.9-116, 400.9-201,
400.9-202, 400.9-203, 400.9-204, 400.9-205, 400.9-206, 400.9-207, 400.9-208, 400.9-301,
400.9-302, 400.9-303, 400.9-304, 400.9-305, 400.9-306, 400.9-307, 400.9-308, 400.9-309,
400.9-310, 400.9-311, 400.9-312, 400.9-313, 400.9-314, 400.9-315, 400.9-316, 400.9-317,
400.9-318, 400.9-401, 400.9-402, 400.9-403, 400.9-404, 400.9-405, 400.9-406, 400.9-407,
400.9-408, 400.9-409, 400.9-501, 400.9-502, 400.9-503, 400.9-504, 400.9-505, 400.9-506,
400.9-507 and 400.9-508, RSMo 2000, are repealed and one hundred eighty-one new sections
enacted in lieu thereof, to be known as sections 59.005, 59.041, 59.042, 59.043, 59.090, 59.100,
59.130, 59.250, 59.255, 59.257, 59.260, 59.300, 59.800, 347.048, 351.120, 351.220, 351.268,
351.410, 351.415, 351.435, 351.458, 351.478, 351.482, 400.1-105, 400.1-201, 400.2-103, 400.2-
210, 400.2-326, 400.2-401, 400.2-502, 400.2-716, 400.2A-103, 400.2A-303, 400.2A-307,
400.2A-309, 400.4-210, 400.5-118, 400.7-503, 400.8-103, 400.8-106, 400.8-110, 400.8-301,
400.8-302, 400.8-510, 400.9-101, 400.9-102, 400.9-103, 400.9-104, 400.9-105, 400.9-106,
400.9-107, 400.9-108, 400.9-109, 400.9-110, 400.9-201, 400.9-202, 400.9-203, 400.9-204,
400.9-205, 400.9-206, 400.9-207, 400.9-208, 400.9-209, 400.9-210, 400.9-301, 400.9-302,
400.9-303, 400.9-304, 400.9-305, 400.9-306, 400.9-307, 400.9-308, 400.9-309, 400.9-310,
400.9-311, 400.9-312, 400.9-313, 400.9-314, 400.9-315, 400.9-316, 400.9-317, 400.9-318,
400.9-319, 400.9-320, 400.9-321, 400.9-322, 400.9-323, 400.9-324, 400.9-325, 400.9-326,
400.9-327, 400.9-328, 400.9-329, 400.9-330, 400.9-331, 400.9-332, 400.9-333, 400.9-334,
400.9-335, 400.9-336, 400.9-337, 400.9-338, 400.9-339, 400.9-340, 400.9-341, 400.9-342,
400.9-401, 400.9-402, 400.9-403, 400.9-404, 400.9-405, 400.9-406, 400.9-407, 400.9-408,
400.9-409, 400.9-501, 400.9-502, 400.9-503, 400.9-504, 400.9-505, 400.9-506, 400.9-507,
400.9-508, 400.9-509, 400.9-510, 400.9-511, 400.9-512, 400.9-513, 400.9-514, 400.9-515,
400.9-516, 400.9-517, 400.9-518, 400.9-519, 400.9-520, 400.9-521, 400.9-522, 400.9-523,
400.9-524, 400.9-525, 400.9-526, 400.9-527, 400.9-601, 400.9-602, 400.9-603, 400.9-604,
400.9-605, 400.9-606, 400.9-607, 400.9-608, 400.9-609, 400.9-610, 400.9-611, 400.9-612,
400.9-613, 400.9-614, 400.9-615, 400.9-616, 400.9-617, 400.9-618, 400.9-619, 400.9-620,
400.9-621, 400.9-622, 400.9-623, 400.9-624, 400.9-625, 400.9-626, 400.9-627, 400.9-628,
400.9-629, 400.9-701, 400.9-702, 400.9-703, 400.9-704, 400.9-705, 400.9-706, 400.9-707,
400.9-708, 400.9-709 and 400.9-710, to read as follows:

59.005. Asused in thischapter, unlessthe context clearly indicates otherwise, the
following terms mean:
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(2) " Document” or " instrument” , any writingor drawing presented totherecor der
of deedsfor recording;

(2) "File","filed" or "filing", theact of delivering or transmitting a document to
therecorder of deedsfor recording into the official public record;

(3) "Grantor" or "grantee", the names of the partiesinvolved in the transaction
used to create therecording index;

(4) "Legal description™ shall include but not belimited to thereferenceto thelot
or partsthereof, block, plat or replat number, plat book and page and the name of any
recorded plat; or if the property has not been platted, the acreage, if applicable, the
guarter/quarter section, and the section, township and range of property. The address of
the property shall not be accepted as legal description;

(5 "Legible", all text, seals, drawings, signatures or other content within the
document must be capable of producing a clear and readable image from record,
regardless of the process used for recording;

(6) "Page", any writing, printing or drawing printed on one side only covering all
or part of the page, not larger than eight and one-half inchesin width and eleven inches
in height for pages other than a plat or survey;

(7) "Record", "recorded" or "recording", the recording of a document into the
official publicrecord, regardless of the process used;

(8) " Recorder of deeds', the separate recorder of deedsin those counties where
separate from the circuit clerk and the circuit clerk and ex officio recorder of deedsin
those counties wher e the offices ar e combined.

59.041. Notwithstanding the provisions of this chapter or chapter 478, RSMo, or any
other provision of law in conflict with the provisions of this section, in any county which
becomesacounty of the second classafter September 28, 1987, and whereinthe officesof circuit
clerk and recorder of deeds are combined, such combination shall continue until the [voters]
gover ning body of the county [authorize] authorizes the separation of the offices as provided
in section [59.040] 59.042.

59.042. 1. In any county where the offices of clerk of the circuit court and the
recorder of deeds are combined, the governing body of said county, by public vote, may
authorize the separation of the two offices.

2. (1) When thegover ning body of such county authorizesthe separ ation of thetwo
offices, it shall submit totheduly qualified voter sof said county in thenext gener al election
the question of whether theclerk of the circuit court should be appointed.

(2) The question shall be submitted to the votersin substantially the following
form:
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Shall the office of thecircuit clerk in ....... (name of county) be appointed?
G YES G NO

If you arein favor of the question, placean " X" in the box opposite” YES". If you are
opposed to the question, placean " X" in the box opposite” NO" .

(3) If theissueisapproved by amajority of thevotersin the county, it shall bethe
duty of thecircuit court en banc to appoint the circuit clerk for said county.

(4) If theissueisnot approved by amajority of thevotersin the county, thecir cuit
clerk shall thereafter be elected pursuant to section 59.043.

59.043. In all countieswheretherecorder of deedsand theclerk of thecircuit court
are separated after December 31, 2003, in the November general election, following the
election wher ethevoter sof thecounty do not approvetheappointment of thecir cuit clerk,
and every four year sthereafter, thequalified voter sof such county shall elect somesuitable
person ascir cuit court clerk who shall hold officefor four year suntil asuccessor iselected,
commissioned and qualified. Such person shall enter upon the duties of officeon thefirst
day of January next following the election.

59.090. 1. Inall counties of the fourth class, the clerks of the circuit court shall be ex
officio recorder for their respective counties, unless the gover ning body of such county has
separ ated the two offices pursuant to sections 59.042 and 59.043.

2. With respect toany county that electsto separ atetheofficesof clerk of thecir cuit
court and recorder of deeds, all references in statutes to the " circuit clerk ex officio
recorder of deeds’ shall bedeemed, after theseparation, torefer toeither thecircuit clerk
or therecorder of deeds, asappropriatein the context of thereference.

59.100. Every [clerk and every] recorder elected as provided in section 59.020, before
entering upon the duties of the office asrecorder, shall enter into bond to the state, in a sum set
by the county commission of not lessthan one thousand dollars, with sufficient sureties, not less
than two, to be approved by the commission, conditioned for the faithful performance of the
duties enjoined on [him] such person by law as recorder, and for the delivering up of the
records, books, papers, writings, seals, furniture and apparatus belonging to the office, whole,
safe and undefaced, to such officer's successor.

59.130. [He] Every recorder of deedsshall have aseal of office, and shall have power
to take the acknowledgment of proof of deeds and instruments of writing [, and to take the
relinquishments of dower of married women, and certify the same, under his seal of office, in
all cases and in the same manner, with like effect, as clerks of circuit courts may do by law].

59.250. 1. The recorder of deeds in counties [of the third class,] wherein there is a
separate circuit clerk and recorder, shall keep afull, true and faithful account of all feesof every
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kind received. [He] The recorder shall make a report thereof each year to the county
commission.

2. It shall be the duty of the recorder of deedsto charge, receive and collect in al cases
every fee, charge or money due[his] therecorder'sofficeby law. [He] Therecorder of deeds
shall also, when heor she makesand filesthereport [herein] required by this section at the end
of eachyear of hisor her official term, verify [the same] such report by affidavit, and the report
shall show the source and amount of every fee or charge collected. All fees, chargesand moneys
collected by the recorder of deeds shall be the property of the county. Every recorder of deeds
shall beliableon hisor her official bond for all feescollected and not accounted for by him
or her and paid into the county treasury as provided by this section.

59.255. The recorder of deedsin each county [of the third class| wherein the offices of
circuit clerk and recorder of deeds are separate and the circuit clerk and ex officio recorder of
deedsin each county [of thefourth classand in each county of thethird class] wherein the offices
are combined shall keep in hisor her office [awell-bound book to be] a record known as the
"Marginal Release of Deedsof Trust" inwhich [he shall enter in appropriately ruled and headed
columns] wasr ecor ded, at the time of the execution of amarginal release of adeed of trust, [the
following items:] executed prior to August 28, 1991, the names of the grantors and grantees,
the book and page of release, the date of release and to whom delivered.

59.257. Therecorder of deedsin counties[of thethird class,] whereinthereisaseparate
circuit clerk and recorder, is entitled to appoint the deputies that the recorder of deeds, with the
approval of the county commission, deems necessary for the prompt and proper discharge of the
duties of his office. The deputies shall possess the same qualifications [of clerks of courts of
record] as the recorder and may, in the name of their principal, perform the duties of the
recorder of deeds, but al recorders of deeds and their sureties are responsible for the official
conduct of their deputies. The deputies appointed [asherein provided] pursuant tothissection
shall receive the salariesthat are fixed by the recorder of deeds, with the approval of the county
commission, from the general revenue of the county. The appointment of every deputy shall be
in writing, endorsed with an oath of office similar to that taken by the recorder of deeds and
subscribed to by the deputy appointed, and filed by the recorder with the county commission.

59.260. It shall be the duty of the circuit clerk and recorder of counties [of the third
class,] wherein the offices [shall have been] are combined, [and in all counties of the fourth
class,] to charge and collect for the county in all cases every fee accruing to hisor her officeas
recorder of the county to which he or she may be entitled under the law, and shall at the end of
each month, file with the county clerk a report of al fees charged and accruing to his office
during such month, together with the names of persons paying such fees. It shall be the duty of
the circuit clerk and recorder, upon the filing of said report, to forthwith pay over to the county
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treasurer, all moneysthat shall have been collected by him or her asrecorder during the month
and required to be shown in such monthly report as herein provided, taking duplicate receipts
therefor, one of which shall be filed with the county clerk; and every such circuit clerk and
recorder shall beliable on hisor her official bond for all fees collected and not accounted for
by him or her, and paid into the county treasury as herein provided.

59.300. Thecircuit clerk and recorder in counties [of the fourth class, and in counties
of thethird class] wherein the offices[shall have been] ar e combined, asrecorder of the county,
may appoint in writing one or more deputies, to be approved by the circuit judge of the circuit
court, which appointment with the like oath of office astheir principals, to be taken by them and
endorsed thereon shall be filed in the office of the county clerk. Such deputy recorders shall
possess the qualifications of clerks of courts of record, and may, in the name of their principals,
perform the duties of recorders of deeds, but all circuit clerks and recorders and their sureties
shall be responsible for the official conduct of their deputies.

59.800. 1. Beginning on the effective date of this act, notwithstanding any other
condition precedent required by law to the recording of any instrument specified in
subdivisions(1) and (2) of section 59.330, an additional feeof seven dollar sshall be char ged
and collected by every recorder of deedsin this state on each instrument recorded. The
additional fee shall bedistributed asfollows:

(1) One dollar and fifty cents to the record's fund established pursuant to
subsection 1 of section 59.319, provided, however, that all fundsreceived pursuant to this
section shall be used exclusively for the purchase, installation, upgrade and maintenance
of modern technology necessary to operatethe recorder's officein an efficient manner;

(2) Two dollarsto the county general revenue fund;

(3) Onedollar to the county employees retirement fund established pursuant to
section 50.1010, RSM o, provided, however, that in any charter county or city not within
a county whose employees ar e not member s of the county employees' retirement fund, the
onedollar feecollected for the county employeesretirement fund established pursuant to
section 50.1010, RSM o, shall gotothegeneral revenuefund of that charter county or city
not within a county; and

(4) Twodollarsand fifty centstothefund established in subsection 2 of thissection.

2. Thereishereby established in the statetreasury arevolving fund known asthe
" Statutory County Recorder's Fund", which shall receive funds paid to therecorder s of
deedsof the countiesof thisstate pursuant to subdivision (4) of subsection 1 of thissection.
Thestatetreasurer shall be custodian of thefund and shall make disbur sementsfrom the
fund for the purpose of subsidizing the fees collected by counties that hereafter elect to
separ atethe officesof clerk of thecircuit court and recorder. Thesubsidy shall consist of
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one-half of thetotal amount of moneys collected pursuant to subdivision (2) of subsection
1 of this section subtracted from sixty thousand dollars. The moneys paid to qualifying
countiespursuant tothissubsection shall bedeposited in thecounty general revenuefund.
For purposes of this section a " qualified county" is a county that hereafter elects to
separ atethe officesof clerk of thecircuit court and recorder and in which the office of the
recorder of deeds collectslessthan sixty thousand dollarsin feeson an annual basis.

3. Any unexpended balancein thefund at the end of any biennium isexempt from
the provisionsof section 33.080, RSMo, relating to transfer of unexpended balancestothe
general revenue fund.

347.048. Any limited liability company that ownsand rentsor leasesreal property,
or ownsunoccupied real property, located within any homerulecity with a population of
mor e than four hundred thousand inhabitants which islocated in morethan one county,
shall file with that city's clerk an affidavit listing the name and address of at least one
per son, who has management control and responsibility for thereal property owned and
leased or rented by thelimited liability company, or owned by thelimited liability company
and unoccupied.

351.120. Every corporation organized pursuant to the laws of this state, including
corporations organized pursuant to or subject to this chapter, and every foreign corporation
licensed to do businessin this state, whether such license shall have been issued pursuant to this
chapter or not, other than corporations exempted from taxation by thelaws of thisstate, shall file
an annual corporation registration report stating its corporate name, the name of its registered
agent and such agent's Missouri address, giving street and number, or building and number, or
both, as the case may require, the name and correct business or residence address of its officers
and directors, and the mailing address of the corporation's principal place of business or
corporate headquarters. The annual corporation registration report shall be due on the date that
the corporation's franchise tax report is due as required in section 147.020, RSMo, or within
thirty daysof the date of incorporation of the corporation; but any extension of timefor filing the
franchise tax report shall not apply to the due date of the annual corporation registration report.
Any corporation that is not required to file afranchise tax report shall still be required to filean
annual corporationregistration report. Intheevent of any changein thenamesand addr esses
of the officers and directors set forth in an annual registration report following the
required date of itsfiling and the date of the next such required report, the corporation
may correct such information by filing a certificate of correction pursuant to section
351.049.

351.220. The board of directors of a corporation may declare and the corporation may
pay dividends on its [outstanding] shares in cash, property, or its own shares, subject to the
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following limitations and provisions:

(1) Nodividend shall bedeclared or paid at atime when the net assets of the corporation
are less than its stated capital or when the payment thereof would reduce the net assets of the
corporation below its stated capital;

(2) If adividendisdeclared out of the paid-in surplus of the corporation, whether created
by reduction of stated capital or otherwise, the limitations contained in section 351.210 shall
apply;

(3) If adividend is declared payable in its own shares having a par value, such shares
shall beissued at the par value thereof and there shall be transferred to stated capita at thetime
such dividend is declared an amount of surplus equal to the aggregate par value of the sharesto
be issued as a dividend;

(4) If adividend isdeclared payableinitsown shares, without par value, and such shares
haveapreferential right in the assets of the corporation intheevent of itsinvoluntary liquidation,
such sharesshall beissued at theliquidation valuethereof, and there shall betransferredto stated
capital at the time such dividend is declared, an amount of surplus equal to the aggregate
preferential amount payable upon such shares in the event of involuntary liquidation;

(5) If adividend isdeclared payableinitsown shareswithout par value and none of such
shares has a preferential right in the assets of the corporation in the event of its involuntary
liquidation, such shares shall be issued at such value as shall be fixed by the board of directors
by resol ution at thetime such dividend isdeclared, and there shall betransferred to stated capital,
at thetime such dividend is declared, an amount of surplus equal to the aggregate value so fixed
in respect of such shares, and the amount per sharetransferred to stated capital shall be disclosed
to the sharehol ders receiving such dividends concurrently with payment thereof;

(6) A split-up or division of issued sharesinto a greater number of shares of the same
class shall not be construed to be a share dividend within the meaning of this section;

(7) No dividend shall be declared or paid contrary to any restrictions contained in the
articles of incorporation.

351.268. 1. Inaddition to the provisionsof sections 351.265 and 351.267 regarding the
adjournment of shareholders meetings at which a quorum is not present, unless the bylaws
provide to the contrary, a meeting may be otherwise successively adjourned to a specified date
not longer than ninety days after such adjournment or to another place. Notice need not begiven
of the adjourned meeting if the time and place thereof are announced at the meeting at which the
adjournment istaken. At theadjourned meeting the corporation may transact any businesswhich
might have been transacted at the original meeting. If the adjournment isfor more than ninety
days, or if after the adjournment a new record date is fixed for the adjourned meeting, a notice
of the date and place of the adjourned meeting shall be given to each shareholder of record
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entitled to vote at the meeting.

2. A shareholder's meeting may be successively postponed by resol ution of the board of
directors, unless otherwise provided in the bylaws, to a specified date up to a date ninety days
after such postponement or to another place, provided [public] notice of the date and place of
the postponed meeting, which may be by public notice, is given to each shareholder of
record entitled to vote at the meeting of such postponement is given prior to the date
previously scheduled for such meeting. [Such notice shall state the new date and place of such
postponed meeting.]

3. For purposesof thischapter, "adjournment” meansadelay in the date, which may also
be combined with a change in the place, of a meeting after the meeting has been convened;
"postponement” means adelay in the date, which may be combined with a changein the place,
of the meeting before it has been convened, but after the time and place thereof have been set
forth in anotice delivered or given to shareholders; and public notice shall be deemed to have
been given if apublic announcement ismade by pressrel ease reported by anational newsservice
or in a publicly available document filed with the United States Securities and Exchange
Commission.

351.410. Any two or more domestic corporations may mergeinto oneof the corporations
in the following manner: The board of directors of each corporation shall approve a plan of
merger and direct the submission of the plan to avote at ameeting of shareholders. The plan of
merger shall set forth:

(1) The names of the corporations proposing to merge, which are herein designated
asthe" constituent corporations', and the name of the corporation into which they propose
to merge, which is herein designated as "the surviving corporation”;

(2) Theterms and conditions of the proposed merger and the mode of carrying it into
effect;

(3) Themanner and basisof converting the shares of each merging corporation into cash,
property, shares or other securities or obligations of the surviving corporation, or (if any shares
of any merging corporation are not to be converted solely into cash, property, shares or other
securities or obligations of the surviving corporation) into cash, property, shares or other
securities or obligations of any other domestic or foreign corporation, which cash, property,
shares or other securities or obligations of any other domestic or foreign corporation may bein
addition to or completely inlieu of cash, property, sharesor other securities or obligationsof the
surviving corporation;

(4) A statement of any changes in the articles of incorporation of the surviving
corporation to be effected by the merger;

(5) Such other provisionswith respect to the proposed merger as are deemed necessary
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or desirable.

351.415. Any two or more domestic corporations may consolidate into anew domestic
corporation in the following manner: The board of directors of each corporation shall approve
a plan of consolidation and direct the submission of the plan to a vote at a meeting of
shareholders. The plan of consolidation shall set forth:

(1) The names of the corporations proposing to consolidate, which are herein
designated asthe" constituent cor porations® and the name of the new corporationintowhich
they propose to consolidate, which is herein designated as "the new corporation”;

(2) Thetermsand conditions of the proposed consolidation and the mode of carrying it
into effect;

(3) Themanner and basisof converting the shares of each consolidating corporationinto
cash, property, shares, or other securities, or obligationsof the new corporation, or (if any shares
of any consolidating corporation are not to be converted solely into cash, property, shares or
other securities or obligations of the new corporation) into cash, property, shares or other
securities or obligations of any other domestic or foreign corporation, which cash, property,
shares or other securities or obligations of any other domestic or foreign corporation may bein
addition to or completely inlieu of cash, property, shares or other securitiesor obligations of the
new corporation;

(4) With respect to the new corporation, all of the statements required to be set forthin
articles of incorporation for corporations organized under this chapter;

(5) Such other provisions with respect to the proposed consolidation as are deemed
necessary or desirable.

351.435. 1. Duplicate originals or the original and a copy of the articles of merger or
articlesof consolidation shall bedelivered to the secretary of stateby thesur viving cor por ation
in the case of amerger or the new cor poration in the case of a consolidation. Thearticles
shall be executed pursuant to section 351.430, filed pursuant to section 351.046 and
effective pursuant to section 351.048. If the secretary of state finds that the articles conform
to law, he shal, when all required taxes or fees have been paid, file the same, keeping the
original asapermanent record, and issue acertificate of merger or acertificate of consolidation,
to which he shall affix the copy of such articles.

2. Inlieu of thedelivery of articlesof merger or articlesof consolidation asrequired
pursuant to subsection 1 of thissection, summary articles of merger or summary articles
of consolidation, executed pursuant to section 351.046, may be filed pursuant to section
351.046 to be effective pursuant to section 351.048. Such summary articles shall state:

(1) Thename and state of incorporation of each of the constituent corporations,

(2) That aplan of merger or consolidation has been approved, adopted, certified,
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executed and acknowledged by each of the constituent cor porations as required by this
chapter;

(3) The name of the surviving corporation in the case of a merger or the new
cor poration in the case of a consolidation;

(4) In the case of a merger, such amendments or changes in the articles of the
surviving corporation as are desired to be effected by the merger, or, if no such
amendmentsor changes are desired, a statement that the articles of incor poration of the
surviving cor por ation shall be the articles of incorporation;

(5 In the case of a consolidation, that the articles of incorporation of the new
cor por ation shall be as set forth in an attachment to the summary articles;

(6) That the executed plan of merger or consolidation ison file at an office of the
surviving corporation in the case of a merger, or new corporation in the case of a
consolidation stating the address ther eof; and

(7) That a copy of a plan of merger or consolidation will be furnished by the
surviving corporation in the case of a merger or the new corporation in the case of a
consolidation, on request and without cost, to any shareholder of any constituent
cor por ation.

351.458. 1. Oneor more foreign corporations and one or more domestic corporations
may be merged or consolidated in the following manner, if such merger or consolidation is
permitted by the laws of the state under which each such foreign corporation is organized:

(1) Each domestic corporation shall comply with the provisions of this chapter with
respect to the merger or consolidation, as the case may be, of domestic corporations and each
foreign corporation shall comply with the applicable provisions of the laws of the state under
which it is organized;

(2) If thesurviving or new corporation, asthe case may be, isto be governed by thelaws
of any state other than this state, it shall comply with the provisions of this chapter with respect
to foreign corporationsif it isto do businessin this state, and regardless of whether or not it is
to do businessin this state it shall file with the secretary of state of this state:

(a8 Anagreement that it will promptly pay to the dissenting sharehol ders of any domestic
corporation which is a party to the merger or consolidation the amount, if any, to which they
shall be entitled under provisions of this chapter with respect to the rights of dissenting
shareholders, and

(b) An agreement that it may be served with process in this state, and an irrevocable
appointment of the secretary of state of this state asits agent to accept service of process, in any
proceeding based upon any cause of action against any such domestic corporation arisinginthis
state prior to the issuance of the certificate of merger or the certificate of consolidation by the
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secretary of state of this state, and in any proceeding for the enforcement of the rights of a
dissenting shareholder of any such domestic corporation against the surviving or new
corporation.

2. Theeffect of themerger or consolidation shall bethe sameasin the case of the merger
or consolidation of domestic corporations; except, if the surviving or new corporation isto be
governed by the laws of any state other than this state, to the extent that the laws of the other
state shall otherwise provide.

3. [If the surviving or new corporation is to be governed by the laws of any state other
than this state, the secretary of state of this state may nevertheless in his discretion issue a
certificate of merger or certificate of consolidation in the manner provided in section 351.435.

4.] If thesurviving or new corporationisaforeign corporation, the effective date of such
merger or consolidation shall be the date on which the same becomes effective in the state of
domicile of such surviving or new corporation and the provisions of section 351.440 shall not
apply. A document from the state of the domicile of the surviving cor poration in the case
of a merger, or the new corporation in the case of a consolidation, certifying that the
mer ger or consolidation has become effectivein such state shall be a requirement for the
merger or consolidation becoming effectivein this state.

351.478. 1. After dissolution isauthorized pursuant to sections 351.462, 351.464 or
351.466, or it hasbeen dissolved pursuant to section 351.486, a corporation shall dispose of
the known claims against it by following the procedure described in this section.

2. The corporation shall notify its known claimants in writing by United States Postal
Service of the dissolution at any time after dissolution is authorized. The written notice must:

(1) Describe information that must be included inaclaim;

(2) Provide amailing address where a claim may be sent;

(3) State the deadline, which may not be fewer than one hundred eighty days from the
effective date of the written notice, by which the dissolved corporation must receive the claim;
and

(4) Statethat the claim will be barred if not received by the deadline.

3. Other rules of law, including rules on the permissibility of third-party claims, to the
contrary notwithstanding, a claim against a corporation dissolved without fraudulent intent is
barred:

(1) If aclaimant who was given written notice pursuant to subsection 2 of this section
does not deliver the claim to the corporation by the deadline;

(2) If aclamant whose claim was rejected by the dissolved corporation does not
commence proceedings to enforce the claim within ninety days from the effective date of the
rejection notice.
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4. For purposes of thissection, "claim" does not include acontingent liability or aclaim
based on an event occurring after the effective date of dissolution.

5. For purposes of this section, "fraudulent intent” shall be established if it isshown that
the sole or primary purpose of the authorization for dissolution was to defraud shareholders,
creditors or others.

351.482. 1. After dissolution isauthorized pursuant to sections 351.462, 351.464 or
351.466, or it hasbeen dissolved pursuant to section 351.486, acorporation may also publish
notice of itsdissol ution and request that personswith claimsagainst the corporation present them
in accordance with the notice.

2. Thenotice shall:

(1) Bepublished onetimein anewspaper of general circulation in the county wherethe
corporation's principal office, or, if noneinthisstate, itsregistered office, isor waslast |ocated;

(2) Be published one timein a publication of statewide circulation whose audience is
primarily persons engaged in the practice of law in this state and which is published not lessthan
four times per year;

(3) At the request of the corporation, be published by the secretary of state in an
electronic format accessible to the public;

(4) Describe the information that must be included in a claim and provide a mailing
address where the claim may be sent; and

(5) State that a claim against the corporation will be barred unless a proceeding to
enforce the claim is commenced within two years after the publication of the notice.

3. Other rulesof law, including rules on the permissibility of third-party claims, to the
contrary notwithstanding, if a corporation dissolved without fraudulent intent publishes notices
in accordance with subsection 2 of this section, the claim of each of the following claimantsis
barred unless the claimant commences a proceeding to enforce the claim against the dissolved
corporation withintwo yearsafter the publication date of whichever of the noticeswas published
last:

(1) A claimant who did not receive written notice pursuant to section 351.478;

(2) A claimant whose claim was timely sent to the dissolved corporation but not acted
on;

(3) A claimant whose claim is contingent or based on an event occurring after the
effective date of dissolution.

4. A claim may be enforced pursuant to this section only:

(1) Against the dissolved corporation, to the extent of its undistributed assets; or

(2) If the assets have been distributed in liquidation, against a shareholder of the
dissolved corporation to the extent of the shareholder's pro rata share of the claim or the
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corporate assets distributed to the shareholder in liquidation, whichever is less, but a
shareholder'stotal liability for all claimspursuant to this section may not exceed thetotal amount
of assets distributed to the shareholder.

5. For purposes of this section, "fraudulent intent” shall be established if it isshown that
the sole or primary purpose of the authorization for dissolution or the dissolution wasto defraud
shareholders, creditors or others.

400.1-105. (1) Except as provided hereafter in this section, when atransaction bears a
reasonablerelation to this state and al so to another state or nation the parties may agree that the
law either of thisstate or of such other state or nation shall governtheir rightsand duties. Failing
such agreement this chapter applies to transactions bearing an appropriate relation to this state.

(2) Where one of the following provisions of this chapter specifies the applicable law,
that provision governs and a contrary agreement is effective only to the extent permitted by the
law (including the conflict of laws rules) so specified:

Rights of creditors against sold goods. Section 400.2-402.

Applicability of the Article on Leases. Sections 400.2A-105 and 400.2A-106.

Applicability of the Article on Bank Deposits and Collections. Section 400.4-102.

Letter of credit. Section 400.5-116.

Bulk transfers subject to the Article on Bulk Transfers. Section 400.6-102.

Applicability of the Article on Investment Securities. Section 400.8-110.

[Perfection provisions of the Article on Secured Transactions. Section 400.9-103.]

L aw gover ning perfection, theeffect of perfection or nonperfection, and thepriority
of security interests. Sections 400.9-301 through 400.9-307.

400.1-201. Subject to additional definitions contained in the subsequent articles of this
chapter which are applicableto specific articlesor partsthereof, and unlessthe context otherwise
requires, in this chapter:

(1) "Action" in the sense of ajudicia proceeding includes recoupment, counterclaim,
set-off, suit in equity and any other proceedings in which rights are determined.

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

(3) "Agreement" means the bargain of the partiesin fact as found in their language or
by implication from other circumstancesincluding course of dealing or usage of trade or course
of performance as provided in this chapter (sections 400.1-205 and 400.2-208). Whether an
agreement haslegal consequencesis determined by the provisions of this chapter, if applicable;
otherwise by the law of contracts (section 400.1-103). (Compare "Contract".)

(4) "Bank" means any person engaged in the business of banking.

(5) "Bearer" means the person in possession of an instrument, document of title, or
certificated security payable to bearer or endorsed in blank.
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(6) "Bill of lading" means a document evidencing the receipt of goods for shipment
issued by a person engaged in the business of transporting or forwarding goods, and includesan
airbill. "Airbill" means a document serving for air transportation as a bill of lading does for
marine or rail transportation, and includes an air consignment note or air wayhbill.

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

(8) "Burden of establishing" afact meansthe burden of persuading thetriers of fact that
the existence of the fact is more probable than its nonexistence.

(9) "Buyer in ordinary course of business' means a person [who] that buys goodsin
good faith and without knowledge that the sale[to him isin violation of the ownership rights or
security interest of athird party] violatestherightsof another person inthe goods[buys], and
intheordinary coursefromaperson, other than apawnbroker, inthebusinessof selling goods
of that kind [but does not include a pawnbroker]. [All persons who sell mineras or the like
(including oil and gas) at wellhead or minehead shall be deemed to be persons| A person buys
goodsintheordinary cour seif thesaletothe per son comportswith theusual or customary
practices in the kind of business in which the seller is engaged or with the seller’'s own
usual or customary practices. A person that sellsoil, gasor other mineralsat thewellhead
or minehead is a person in the business of selling goods of that kind. ["Buying" may be] A
buyer in ordinary cour se of business may buy for cash [or], by exchange of other property or
on secured or unsecured credit and [includesreceiving] may acquir egoodsor documentsof title
under apreexisting contract for sale [but does not include atransfer in bulk or as security for or
in total or partial satisfaction of a money debt]. Only a buyer that takes possession of the
goodsor hasaright torecover thegoodsfrom theseller under article2 may beabuyer in
ordinary course of business. A person that acquires goods in a transfer in bulk or as
security for, or in total or partial satisfaction of, a money debt isnot a buyer in ordinary
cour se of business.

(10) "Conspicuous': A term or clause is conspicuous when it is so written that a
reasonable person against whom it is to operate ought to have noticed it. A printed headingin
capitals (as. NONNEGOTIABLE BILL OF LADING) is conspicuous. Language in the body
of aformis"conspicuous’ if itisinlarger or other contrasting type or color. But in atelegram
any stated term is "conspicuous’. Whether a term or clause is "conspicuous' or not is for
decision by the court.

(11) "Contract" meansthetotal |egal obligationwhich resultsfromthe parties agreement
as affected by this chapter and any other applicable rules of law. (Compare "Agreement”.)

(12) "Creditor" includes a general creditor, a secured creditor, a lien creditor and any
representative of creditors, including an assignee for the benefit of creditors, a trustee in
bankruptcy, a receiver in equity and an executor or administrator of an insolvent debtor's or
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assignor's estate.

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

(14) "Déivery" with respect to instruments, documents of title, chattel paper or
certificated securities means voluntary transfer of possession.

(15) "Document of title" includes bill of lading, dock warrant, dock receipt, warehouse
receipt or order for the delivery of goods, and also any other document which in the regular
course of business or financing istreated as adequately evidencing that the person in possession
of it isentitled to receive, hold and dispose of the document and the goods it covers. To bea
document of title adocument must purport to be issued by or addressed to a bailee and purport
to cover goods in the bailee's possession which are either identified or are fungible portions of
an identified mass.

(16) "Fault" meanswrongful act, omission or breach.

(17) "Fungible" with respect to goods or securities means goods or securities of which
any unit is, by nature or usage of trade, the equivalent of any other like unit. Goods which are
not fungible shall be deemed fungible for the purposes of this chapter to the extent that under a
particular agreement or document unlike units are treated as equivalents.

(18) "Genuine" means free of forgery or counterfeiting.

(19) "Good faith" means honesty in fact in the conduct or transaction concerned.

(20) "Holder" with respect to a negotiable instrument, means the person in possession
if the instrument is payable to bearer or, in the case of an instrument payable to an identified
person, if the identified person isin possession. "Holder" with respect to a document of title
meansthe person in possession if the goods are deliverable to bearer or to the order of the person
in possession.

(21) To"honor" isto pay or to accept and pay, or where acredit so engagesto purchase
or discount a draft complying with the terms of the credit.

(22) "Insolvency proceedings’ includes any assignment for the benefit of creditors or
other proceedings intended to liquidate or rehabilitate the estate of the person involved.

(23) A personis"insolvent" who either has ceased to pay hisor her debtsintheordinary
course of business or cannot pay hisor her debts asthey become due or isinsolvent within the
meaning of the federal bankruptcy law.

(24) "Money" means a medium of exchange authorized or adopted by a domestic or
foreign government and includesamonetary unit of account established by anintergovernmental
organization or by agreement between two or more nations.

(25) A person has "notice" of afact when

(@) [he] a person has actual knowledge of it; or
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(b) [he] a person has received a notice or notification of it; or

(c) from all thefacts and circumstances known to him or her at thetimein question he
or she hasreason to know that it exists. A person "knows" or has "knowledge" of afact when
[he] aperson has actual knowledge of it. "Discover” or "learn" or aword or phrase of similar
import refers to knowledge rather than to reason to know. The time and circumstances under
which anotice or notification may cease to be effective are not determined by this chapter.

(26) A person"notifies" or "gives' anoticeor notificationto another by taking such steps
as may be reasonably required to inform the other in ordinary course whether or not such other
actually comesto know of it. A person "receives' anotice or notification when

(@) it comesto [his] a person's attention, or

(b) itisduly delivered at the place of business through which the contract was made or
at any other place held out by [him] a per son asthe place for receipt of such communications.

(27) Notice, knowledge or a notice or notification received by an organization is
effective for a particular transaction from the time when it is brought to the attention of the
individual conducting that transaction, and in any event from the time when it would have been
brought to [his] an individual's attention if the organization had exercised due diligence. An
organization exercises due diligence if it maintains reasonable routines for communicating
significant information to the person conducting the transaction and there is reasonable
compliance with the routines. Due diligence does not require an individual acting for the
organization to communicate information unless such communication is part of [his] an
individual'sregular dutiesor unlessheor she hasreason to know of the transaction and that the
transaction would be materially affected by the information.

(28) "Organization" includesacorporation, government or governmental subdivision or
agency, businesstrust, estate, trust, partnership or association, two or more personshaving ajoint
or common interest, or any other legal or commercial entity.

(29) "Party", as distinct from "third party”, means a person who has engaged in a
transaction or made an agreement within this chapter.

(30) "Person” includes an individual or an organization (see section 400.1-102).

(31) "Presumption” or "presumed” means that the trier of fact must find the existence
of the fact presumed unless and until evidence isintroduced which would support a finding of
its nonexistence.

(32) "Purchase" includes taking by sale, discount, negotiation, mortgage, pledge, lien,
security interest, issue or re-issue, gift or any other voluntary transaction creating an interest in
property.

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

(34) "Remedy" means any remedial right to which an aggrieved party isentitled with or
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without resort to atribunal.

(35) "Representative” includes an agent, an officer of a corporation or association, and
a trustee, executor or administrator of an estate, or any other person empowered to act for
another.

(36) "Rights' includes remedies.

(37) "Security interest” means an interest in personal property or fixtureswhich secures
payment or performance of an obligation. [The retention or reservation of title by a seller of
goods notwithstanding shipment or delivery to the buyer (section 400.2-401) islimited in effect
to areservation of a"security interest”.] Theterm asoincludesany interest of aconsignor and
a buyer of accounts[or], chattel paper [which], a payment intangible, or a promissory note
in atransaction that issubject to article9. The special property interest of abuyer of goodson
identification of those goods to a contract for sale under section 400.2-401 is not a "security
interest”, but abuyer may also acquirea"security interest” by complying with article9. [Unless
aconsignment isintended as security, reservation of title thereunder isnot a"security interest”,
but a consignment in any event is subject to the provisions on consignment sales (section
400.2-326).] Except asotherwiseprovided in section 400.2-505, theright of aseller or lessor
of goodsunder article2or 2A toretain or acquirepossession of thegoodsisnot a" security
interest", but a seller or lessor may also acquire a™ security interest” by complying with
article 9. The retention or reservation of title by a seller of goods notwithstanding
shipment or delivery tothebuyer (section 400.2-401) islimited in effect to areservation of
a" security interest" .

Whether a transaction creates a lease or security interest is determined by the facts of
each case; however, atransaction creates a security interest if the consideration the lesseeisto
pay the lessor for the right to possession and use of the goodsis an obligation for the term of the
lease not subject to termination by the lessee, and

(@) theorigina term of the leaseis equal to or greater than the remaining economic life
of the goods,

(b) thelesseeisbound to renew the lease for the remaining economic life of the goods
or is bound to become the owner of the goods,

(c) the lessee has an option to renew the lease for the remaining economic life of the
goodsfor no additional consideration or nominal additional consideration upon compliancewith
the lease agreement, or

(d) the lessee has an option to become the owner of the goods for no additional
consideration or nominal additional consideration upon compliance with the lease agreement.

A transaction does not create a security interest merely because it provides that

(a) the present value of the consideration the lesseeis obligated to pay the lessor for the
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right to possession and use of the goodsis substantially equal to or isgreater than thefair market
value of the goods at the time the lease is entered into,

(b) thelessee assumesrisk of loss of the goods, or agreesto pay taxes, insurance, filing,
recording, or registration fees, or service or maintenance costs with respect to the goods,

(c) thelessee has an option to renew the lease or to become the owner of the goods,

(d) thelessee hasan option to renew the lease for afixed rent that is equal to or greater
than the reasonably predictable fair market rent for the use of the goods for the term of the
renewal at the time the option is to be performed, or

(e) the lessee has an option to become the owner of the goods for a fixed price that is
equal to or greater than the reasonably predictable fair market value of the goods at the time the
option isto be performed.

For purposes of subsection (37):

(x) Additiona consideration is not nominal if (i) when the option to renew theleaseis
granted to the lessee the rent is stated to be the fair market rent for the use of the goods for the
term of the renewal determined at thetimethe option isto be performed, or (ii) when the option
to become the owner of the goodsis granted to the lessee the priceis stated to be the fair market
value of the goods determined at the time the option is to be performed. Additional
consideration isnominal if it islessthan the lessee's reasonably predictable cost of performing
under the lease agreement if the option is not exercised;

(y) "Reasonably predictable" and "remaining economic life of the goods" are to be
determined with reference to the facts and circumstances at the time the transaction is entered
into; and

(2) "Present value" means the amount as of a date certain of one or more sums payable
in the future, discounted to the date certain. The discount is determined by the interest rate
specified by the parties if the rate is not manifestly unreasonable at the time the transaction is
entered into; otherwise, the discount is determined by acommercially reasonable rate that takes
into account thefactsand circumstances of each case at thetimethetransaction was entered into.

(38) "Send" in connection with any writing or notice means to deposit in the mail or
deliver for transmission by any other usual means of communication with postage or cost of
transmission provided for and properly addressed and in the case of an instrument to an address
specified thereon or otherwise agreed, or if there be none to any address reasonable under the
circumstances. The receipt of any writing or notice within the time at which it would have
arrived if properly sent has the effect of a proper sending.

(39) "Signed" includesany symbol executed or adopted by aparty with present intention
to authenticate a writing.
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(40) " Special property" meansidentifiable property in which the holder hasonly
aqualified, temporary, or limited interest.

[(40)] (41) "Surety" includes guarantor.

[(41)] (42) "Telegram” includes a message transmitted by radio, teletype, cable, any
mechanica method of transmission, or the like.

[(42)] (43) "Term" means that portion of an agreement which relates to a particular
matter.

[(43)] (44) "Unauthorized" signature means one made without actual, implied, or
apparent authority and includes aforgery.

[(44)] (45) "Value'. Except asotherwise provided with respect to negotiabl einstruments
and bank collections (sections 400.3-303, 400.4-208 and 400.4-209) a person gives "value" for
rightsif he or she acquiresthem

(@ in return for a binding commitment to extend credit or for the extension of
immediately available credit whether or not drawn upon and whether or not a charge-back is
provided for in the event of difficultiesin collection; or

(b) assecurity for or intotal or partial satisfaction of a pre-existing claim; or

(c) by accepting delivery pursuant to a pre-existing contract for purchase; or

(d) generally, inreturn for any consideration sufficient to support a simple contract.

[(45)] (46) "Warehouse receipt” means a receipt issued by a person engaged in the
business of storing goods for hire.

[(46)] (47) "Written" or "writing" includes printing, typewriting or any other intentional
reduction to tangible form.

400.2-103. (1) Inthisarticle unlessthe context otherwise requires

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

(b) "Good faith" in the case of a merchant means honesty in fact and the observance of
reasonable commercia standards of fair dealing in the trade.

(c) "Receipt" of goods means taking physical possession of them.

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

(2) Other definitionsapplyingtothisarticle or to specified partsthereof, and the sections
in which they appear are:

"Acceptance’. Section 400.2-606.

"Banker's credit”. Section 400.2-325.

"Between merchants". Section 400.2-104.

"Cancellation”. Section 400.2-106(4).

"Commercial unit”. Section 400.2-105.

"Confirmed credit". Section 400.2-325.
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"Conforming to contract”. Section 400.2-106.

"Contract for sale". Section 400.2-106.

"Cover". Section 400.2-712.

"Entrusting”. Section 400.2-403.

"Financing agency". Section 400.2-104.

"Future goods". Section 400.2-105.

"Goods'. Section 400.2-105.

"Identification". Section 400.2-501.

"Installment contract”. Section 400.2-612.

"Letter of credit”. Section 400.2-325.

"Lot". Section 400.2-105.

"Merchant". Section 400.2-104.

"Overseas'. Section 400.2-323.

"Person in position of seller”. Section 400.2-707.

"Present sale". Section 400.2-106.

"Sale". Section 400.2-106.

"Sale on approval”. Section 400.2-326.

"Sale or return”. Section 400.2-326.

"Termination”. Section 400.2-106.

(3) Thefollowing definitions in other articles apply to this article:

"Check". Section 400.3-104.

"Consignee”. Section 400.7-102.

"Consignor". Section 400.7-102.

"Consumer goods'. Section [400.9-109] 400.9-102.

"Dishonor". Section [400.3-507] 400.3-502.

"Draft". Section 400.3-104.

(4) Inaddition article 1 contains genera definitions and principles of construction and
interpretation applicable throughout this article.

400.2-210. (1) A party may performhisor her duty through adel egate unless otherwise
agreed or unlessthe other party has a substantial interest in having hisor her original promisor
perform or control the acts required by the contract. No delegation of performancerelievesthe
party delegating of any duty to perform or any liability for breach.

(2) Unless otherwise agreed all rights of either seller or buyer can be assigned except
wherethe assignment would materially change the duty of the other party, or increase materially
the burden or risk imposed on him or her by hisor her contract, or impair materially hisor her
chance of obtaining return performance. A right to damagesfor breach of the whole contract or
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aright arising out of the assignor's due performance of his or her entire obligation can be
assigned despite agreement otherwise.

(3) Thecreation, attachment, perfection or enfor cement of asecurity interestinthe
seller'sinterest under a contract isnot a transfer that materially changes the duty of or
increases materially the burden or risk imposed on the buyer or impairs materially the
buyer'schanceof obtainingretur n performancewithin thepurview of subsection (2) of this
section unless, and then only totheextent that, enfor cement actually resultsin adelegation
of material performance of the seler. Even in that event, the creation, attachment,
perfection and enforcement of the security interest remain effective, but (i) the seller is
liable to the buyer for damages caused by the delegation to the extent that the damages
could not reasonably be prevented by the buyer, and (ii) a court having jurisdiction may
grant other appropriate relief, including cancellation of the contract for sale or an
injunction against enforcement of the security interest or consummation of the
enfor cement.

(4) Unless the circumstances indicate the contrary a prohibition of assignment of "the
contract" is to be construed as barring only the delegation to the assignee of the assignor's
performance.

[(4)] (5) Anassignment of "the contract” or of "al my rights under the contract” or an
assignment in similar general terms is an assignment of rights and unless the language or the
circumstances (as in an assignment for security) indicate the contrary, it is a delegation of
performance of the dutiesof the assignor and itsacceptance by the assignee constitutesapromise
by him or her to perform those duties. This promiseisenforceable by either the assignor or the
other party to the original contract.

[(5)] (6) The other party may treat any assignment which delegates performance as
creating reasonable groundsfor insecurity and may without prejudiceto hisor her rightsagainst
the assignor demand assurances from the assignee (section 400.2-609).

400.2-326. (1) Unlessotherwiseagreed, if delivered goods may bereturned by the buyer
even though they conform to the contract, the transaction is

(@) a"saleon approva” if the goods are delivered primarily for use, and

(b) a"saleor return” if the goods are delivered primarily for resae.

(2) [Except asprovided in subsection (3),] Goodsheld on approval are not subject to the
claims of the buyer's creditors until acceptance; goods held on sale or return are subject to such
claims while in the buyer's possession.

(3) [Where goods are delivered to a person for sale and such person maintains a place
of business at which he dealsin goods of the kind involved, under aname other than the name
of the person making delivery, then with respect to claims of creditors of the person conducting
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the business the goods are deemed to be on sale or return. The provisions of this subsection are
applicable even though an agreement purportsto reservetitleto the person making delivery until
payment or resal e or uses such wordsas" on consignment” or "on memorandum". However, this
subsection is not applicable if the person making delivery

(a8 complieswith an applicablelaw providing for aconsignor'sinterest or theliketo be
evidenced by asign, or

(b) establishes that the person conducting the business is generally known by his
creditors to be substantially engaged in selling the goods of others, or

(c) complieswith thefiling provisions of the article on secured transactions (article 9).

(4)] Any "or return” term of acontract for saleisto be treated as a separate contract for
sale within the statute of frauds section of this article (section 400.2-201) and as contradicting
the sale aspect of the contract within the provisions of thisarticle on parol or extrinsic evidence
(section 400.2-202).

400.2-401. Each provision of this article with regard to the rights, obligations and
remedies of the seller, the buyer, purchasers or other third parties appliesirrespective of title to
the goods except where the provision refersto such title. Insofar as situations are not covered
by the other provisions of thisarticle and matters concerning title become material thefollowing
rules apply:

(1) Titleto goodscannot passunder acontract for sale prior to their identification to the
contract (section 400.2-501), and unless otherwise explicitly agreed the buyer acquires by their
identification a special property as limited by this chapter. Any retention or reservation by the
seller of thetitle (property) in goods shipped or delivered to the buyer is limited in effect to a
reservation of asecurity interest. Subject to these provisionsand to the provisions of the article
on secured transactions (article 9), tittleand/or owner ship to goods passes from the seller to the
buyer in any manner and on any conditions explicitly agreed on by the parties.

(2) Unless otherwise explicitly agreed title passes to the buyer at the time and place at
which the seller completeshisor her performancewith reference to the physical delivery of the
goods, despite any reservation of asecurity interest and even though adocument of titleisto be
delivered at adifferent time or place; and in particular and despite any reservation of a security
interest by the bill of lading

(a) if thecontract requiresor authorizesthe seller to send the goodsto the buyer but does
not require him or her to deliver them at destination, title passes to the buyer at the time and
place of shipment; but

(b) if the contract requires delivery at destination, title passes on tender there.

(3) Unlessotherwise explicitly agreed where delivery isto be made without moving the
goods,
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(@) if the seller isto deliver a document of title, title passes at the time when and the
place where he or she delivers such documents; or

(b) if the goods are at the time of contracting already identified and no documents are
to be delivered, title passes at the time and place of contracting.

(4) A reection or other refusal by the buyer to receive or retain the goods, whether or
not justified, or ajustified revocation of acceptance reveststitleto the goodsinthe seller. Such
revesting occurs by operation of law and is not a"sal€".

400.2-502. (1) Subject to [subsection] subsections(2) and (3), of thissection and even
though the goods have not been shipped, abuyer who has paid a part or al of the price of goods
in which he or she has a special property under the provisions of section 400.2-501 may on
making and keeping good a tender of any unpaid portion of their price recover them from the
seller if:

(&) in the case of goods bought for personal, family or household purposes, the
seller repudiates or failsto deliver asrequired by the contract; or

(b) in all cases, the seller becomes insolvent within ten days after receipt of the first
installment on their price.

(2) Thebuyer'sright torecover thegoodsunder subdivision (a) of thissection vests
upon acquisition of a special property, even if the seller had not then repudiated or failed
to deliver.

(3) If theidentification creating hisor her special property has been made by the buyer
he or she acquires the right to recover the goods only if they conform to the contract for sale.

400.2-716. (1) Specific performance may be decreed where the goods are unique or in
other proper circumstances.

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

(3) The buyer has a right of replevin for goods identified to the contract if after
reasonable effort he or she is unable to effect cover for such goods or the circumstances
reasonably indicate that such effort will be unavailing or if the goods have been shipped under
reservation and satisfaction of the security interest in them has been made or tendered. In the
case of goods bought for personal, family or household purposes, the buyer's right of
replevin vests upon acquisition of a special property, even if the seller had not then
repudiated or failed to deliver.

400.2A-103. (1) InthisArticle unless the context otherwise requires:

(a) "Buyer inordinary course of business' meansaperson who in good faith and without
knowledge that the saleto him or her isin violation of the ownership rights or security interest
or leasehold interest of athird party in the goods buys in ordinary course from a person in the
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business of selling goods of that kind 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 documents of title under a pre-existing contract for sale but does not include atransfer
in bulk or as security for or in total or partial satisfaction of a money debt.

(b) "Cancellation" occurswhen either party puts an end to the lease contract for default
by the other party.

(c) "Commercial unit" means such a unit of goods as by commercial usageisasingle
whole for purposes of lease and division of which materially impairsits character or value on
themarket orinuse. A commercia unit may beasinglearticle, asamachine, or aset of articles,
asasuiteof furnitureor aline of machinery, or aquantity, asagrossor carload, or any other unit
treated in use or in the relevant market as a single whole.

(d) "Conforming" goods or performance under a lease contract means goods or
performance that are in accordance with the obligations under the lease contract.

(e) "Consumer lease” means alease that alessor regularly engaged in the business of
leasing or selling makesto alesseewhoisan individual and who takes under the lease primarily
for a personal, family, or household purposg, if the total payments to be made under the lease
contract, excluding payments for option to renew or buy, do not exceed fifty thousand dollars.

(f) "Fault" means wrongful act, omission, breach, or default.

(g) "Finance lease" means alease with respect to which:

(i) thelessor does not select, manufacture, or supply the goods;

(if) the lessor acquires the goods or the right to possession and use of the goods in
connection with the lease; and

(iii) one of the following occurs:

(A) thelesseereceivesacopy of the contract by which the lessor acquired the goods or
the right to possession and use of the goods before signing the lease contract;

(B) the lessee's approval of the contract by which the lessor acquired the goods or the
right to possession and use of the goods is a condition to effectiveness of the lease contract;

(C) thelessor (aa) informsthelesseeinwriting of theidentity of the supplier, unlessthe
lessee has sel ected the supplier and directed the lessor to purchase the goods from the supplier,
(bb) informs the lessee in writing that the lessee may have rights under the contract evidencing
the lessor's purchase of the goods, and (cc) advised the lessee in writing to contact the supplier
for a description of any such rights, or

(D) thelease contract discloses all warranties and other rights provided to the lessee by
the lessor and supplier in connection with the lease contract and informsthe lessee that there are
no warranties or other rights provided to the lessee by the lessor and supplier other than those
disclosed in the lease contract.
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(h) "Goods' means all things that are movable at the time of identification to the lease
contract, or are fixtures [(] asdefined in Section 400.2A-309])], but the term does not include
money, documents, instruments, accounts, chattel paper, general intangibles, or minerals or the
like, including oil and gas, before extraction. The term also includes the unborn young of
animals.

(i) "Installment lease contract” means a lease contract that authorizes or requires the
delivery of goods in separate lots to be separately accepted, even though the lease contract
contains a clause "each delivery is a separate lease” or its equivalent.

() "Lease" means atransfer of the right to possession and use of goods for atermin
return for consideration, but asale, including a sale on approval or asale or return, or retention
or creation of a security interest is not alease. Unless the context clearly indicates otherwise,
the term includes a sublease.

(k) "Lease agreement” meansthe bargain, with respect to thelease, of the lessor and the
lessee in fact as found in their language or by implication from other circumstances including
course of dealing or usage of trade or course of performance as provided inthisArticle. Unless
the context clearly indicates otherwise, the term includes a sublease agreement.

() "Leasecontract" meansthetotal legal obligation that resultsfrom thelease agreement
as affected by this Article and any other applicable rules of law. Unless the context clearly
indicates otherwise, the term includes a sublease contract.

(m) "Leasehold interest" means the interest of the lessor or the lessee under a lease
contract.

(n) "Lessee" meansaperson who acquirestheright to possession and use of goods under
alease. Unlessthe context clearly indicates otherwise, the term includes a subl essee.

(0) "Lessee in ordinary course of business' means a person who in good faith and
without knowledge that theleaseto him or her isin violation of the ownership rightsor security
interest or leasehold interest of athird party in the goods|easesin ordinary course from aperson
in the business of selling or leasing goods of that kind but does not include a pawnbroker.
"Leasing" may be for cash or by exchange of other property or on secured or unsecured credit
and includes receiving goods or documents of title under a pre-existing lease contract but does
not include atransfer in bulk or as security for or in total or partial satisfaction of amoney debt.

(p) "Lessor" meansaperson who transferstheright to possession and use of goods under
alease. Unlessthe context clearly indicates otherwise, the term includes a sublessor.

(q) "Lessor'sresidual interest” means the lessor's interest in the goods after expiration,
termination, or cancellation of the lease contract.

(r) "Lien" means a charge against or interest in goods to secure payment of a debt or
performance of an obligation, but the term does not include a security interest.
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(s) "Lot" meansaparcel or asingle article that is the subject matter of a separate lease
or delivery, whether or not it is sufficient to perform the lease contract.

(t) "Merchant lessee” means alessee that isamerchant with respect to goods of thekind
subject to the lease.

(u) "Present value" means the amount as of a date certain of one or more sums payable
in the future, discounted to the date certain. The discount is determined by the interest rate
specified by the partiesif theratewas not manifestly unreasonabl e at thetimethetransaction was
entered into; otherwise, the discount is determined by acommercially reasonable rate that takes
into account thefactsand circumstances of each case at thetimethetransaction was entered into.

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

(w) "Sublease" means a lease of goods the right to possession and use of which was
acquired by the lessor as alessee under an existing lease.

(x) "Supplier" means a person from whom a lessor buys or leases goods to be leased
under afinance lease.

(y) "Supply contract" means a contract under which alessor buys or leases goods to be
leased.

(2) "Termination" occurs when either party pursuant to a power created by agreement
or law puts an end to the lease contract otherwise than for default.

(2) Other definitions applying to this Article and the sectionsin which they appear are:

"Accessions'. Section 400.2A-310(1).

"Construction mortgage”. Section 400.2A-309(1)(d).

"Encumbrance”. Section 400.2A-309(1)(e).

"Fixtures'. Section 400.2A-309(1)(a).

"Fixturefiling". Section 400.2A-309(1)(b).

"Purchase money lease". Section 400.2A-309(1)(c).

(3) Thefollowing definitionsin other articles apply to this Article:

"Account”. Section [400.9-106] 400.9-102(a)(2).

"Between merchants’. Section 400.2-104(3).

"Buyer". Section 400.2-103(1)(a).

"Chattel paper”. Section [400.9-105(1)(b)] 400.9-102(a)(10).

"Consumer goods'. Section [400.9-109(1)] 400.9-102(a)(22).

"Document”. Section [400.9-105(1)(f)] 400.9-102(a)(29).

"Entrusting”. Section 400.2-403(3).

"General [intangibles] intangible". Section [400.9-106] 400.9-102(a)(41).

"Good faith". Section 400.2-103(1)(b).
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"Instrument”. Section [400.9-105(1)(i)] 400.9-102(a)(46).

"Merchant”. Section 400.2-104(1).

"Mortgage". Section [400.9-105(1)(j)] 400.9-102(a)(54).

"Pursuant to commitment”. Section [400.9-105(1)(k)] 400.9-102(a)(68).

"Receipt". Section 400.2-103(1)(c).

"Sale". Section 400.2-106(1).

"Sale on approval”. Section 400.2-326.

"Sale or return”. Section 400.2-326.

"Seller". Section 400.2-103(1)(d).

(4) Inaddition Article 1 contains general definitions and principles of construction and
interpretation applicable throughout this Article.

400.2A-303. (1) Asusedinthissection, "creation of asecurity interest” includesthesae
of a lease contract that is subject to Article 9, Secured Transactions, by reason of Section
[400.9-102(1)(b)] 400.9-109(a)(2).

(2) Except as provided in [subsections] subsection (3) and [(4)] section 400.9-407, a
provisioninaleaseagreement which (i) prohibitsthevoluntary or involuntary transfer, including
atransfer by sale, sublease, creation or enforcement of a security interest, or attachment, levy,
or other judicial process, of an interest of a party under the lease contract or of the lessor's
residual interest in the goods, or (ii) makes such atransfer an event of default, givesriseto the
rights and remedies provided in subsection [(5)] (4), but atransfer that is prohibited or is an
event of default under the lease agreement is otherwise effective.

(3) [A provisionin alease agreement which (i) prohibitsthe creation or enforcement of
a security interest in an interest of a party under the lease contract or in the lessor's residual
interest in the goods, or (ii) makes such atransfer an event of default, is not enforceable unless,
and then only to the extent that, there is an actual transfer by the lessee of the lessee's right of
possession or use of the goodsin violation of the provision or an actual delegation of amaterial
performance of either party to the lease contract in violation of the provision. Neither the
granting nor the enforcement of a security interest in (i) the lessor's interest under the lease
contract or (ii) the lessor'sresidual interest in the goodsis atransfer that materially impairs the
prospect of obtaining return performance by, materially changes the duty of, or materially
increases the burden or risk imposed on, the lessee within the purview of subsection (5) unless,
and then only to the extent that, there is an actual delegation of a material performance of the
lessor.

(4)] A provisionin alease agreement which (i) prohibitsatransfer of aright to damages
for default with respect to the whole lease contract or of aright to payment arising out of the
transferor's due performance of the transferor's entire obligation, or (ii) makes such atransfer an
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event of default, is not enforceable, and such atransfer is not atransfer that materially impairs
the prospect of obtaining return performance by, materially changes the duty of, or materially
increases the burden or risk imposed on, the other party to the lease contract within the purview
of subsection [(5)] (4).

[(5)] (4) Subject to [subsections] subsection (3) and [(4)] section 400.9-407:

(@) if atransfer is made which is made an event of default under alease agreement, the
party to the lease contract not making the transfer, unless that party waives the default or
otherwise agrees, has the rights and remedies described in Section 400.2A-501(2);

(b) if paragraph (a) isnot applicable and if atransfer ismadethat (i) is prohibited under
a lease agreement or (ii) materially impairs the prospect of obtaining return performance by,
materially changes the duty of, or materially increases the burden or risk imposed on, the other
party to the lease contract, unless the party not making the transfer agrees at any time to the
transfer in the lease contract or otherwise, then, except as limited by contract, (i) the transferor
isliableto the party not making the transfer for damages caused by the transfer to the extent that
the damages could not reasonably be prevented by the party not making the transfer and (ii) a
court having jurisdiction may grant other appropriate relief, including cancellation of the lease
contract or an injunction against the transfer.

[(6)] (5) A transfer of "the lease" or of "all my rights under the lease”, or atransfer in
similar general terms, isatransfer of rights, and, unlessthe language or the circumstances, asin
atransfer for security, indicatethe contrary, thetransfer isadelegation of dutiesby thetransferor
tothetransferee. Acceptanceby thetransferee constitutesapromiseby thetransfereeto perform
those duties. The promiseis enforceable by either the transferor or the other party to the lease
contract.

[(7)] (6) Unless otherwise agreed by the lessor and the lessee, a delegation of
performance does not relieve the transferor as against the other party of any duty to perform or
of any liability for default.

400.2A-307. (1) Except as otherwise provided in section 400.2A-306, a creditor of a
|essee takes subject to the lease contract.

(2) Except as otherwise provided in [subsections] subsection (3) [and (4)] and in
sections 400.2A-306 and 400.2A-308, a creditor of a lessor takes subject to the lease contract
unlesy[:

(a)] thecreditor holdsalien that attached to the goods before the |ease contract became
enforceabl g,

(b) the creditor holds a security interest in the goods and the lessee did not give value
and receive delivery of the goods without knowledge of the security interest; or

(c) the creditor holds a security interest in the goods which was perfected (Section
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400.9-303) before the lease contract became enforceable].

(3) [A lesseein the ordinary course of business takes the leasehold interest free of a
security interest in the goods created by the lessor even though the security interest is perfected
(Section 400.9-303) and the lessee knows of its existence.] Except as otherwise provided in
sections 400.9-317, 400.9-321 and 400.9-323, a lessee takes a leasehold interest subject to
asecurity interest held by a creditor of the lessor.

[(4) A lessee other than alessee in the ordinary course of business takes the leasehold
interest free of a security interest to the extent that it secures future advances made after the
secured party acquires knowledge of the lease or more than forty-five days after the lease
contract becomes enforceable, whichever first occurs, unless the future advances are made
pursuant to acommitment entered into without knowledge of thelease and before the expiration
of the forty-five-day period.]

400.2A-309. (1) Inthissection:

() goods are "fixtures" when they become so related to particular real estate that an
interest in them arises under real estate law;

(b) a"fixturefiling" isthefiling, in the office where arecord of a mortgage on the real
estate would be filed or recorded, of a financing statement covering goods that are or are to
becomefixturesand conforming to the requirements of Section[400.9-402(5)] 400.9-502(a) and
(b);

(c) aleaseisa"purchase money lease" unless the lessee has possession or use of the
goods or the right to possession or use of the goods before the lease agreement is enforceable;

(d) amortgageisa"construction mortgage" to theextent it securesan obligationincurred
for the construction of an improvement on land including the acquisition cost of the land, if the
recorded writing so indicates; and

(e) "encumbrance" includes real estate mortgages and other liens on real estate and all
other rightsin real estate that are not ownership interests.

(2) Under thisArticlealease may be of goodsthat are fixtures or may continuein goods
that become fixtures, but no lease exists under this Article of ordinary building materias
incorporated into an improvement on land.

(3) ThisArticle does not prevent creation of alease of fixtures pursuant to rea estate
law.

(4) The perfected interest of alessor of fixtures has priority over a conflicting interest
of an encumbrancer or owner of the real estate if:

(a) theleaseisapurchase money lease, the conflicting interest of the encumbrancer or
owner arises before the goods become fixtures, theinterest of the lessor is perfected by afixture
filing before the goods become fixtures or within ten days thereafter, and the lessee has an



H.C.S. SB. 288 31

25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
4
42
43
a4
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60

interest of record in the real estate or isin possession of the real estate; or

(b) theinterest of the lessor is perfected by a fixture filing before the interest of the
encumbrancer or owner isof record, thelessor'sinterest has priority over any conflicting interest
of apredecessor in title of the encumbrancer or owner, and the lessee has an interest of record
in the real estate or isin possession of the real estate.

(5) Theinterest of alessor of fixtures, whether or not perfected, has priority over the
conflicting interest of an encumbrancer or owner of the real estateif:

() the fixtures are readily removable factory or office machines, readily removable
equipment that isnot primarily used or leased for usein the operation of thereal estate, or readily
removabl e replacements of domestic appliances that are goods subject to aconsumer lease, and
before the goods become fixtures the lease contract is enforceable; or

(b) the conflicting interest is a lien on the real estate obtained by legal or equitable
proceedings after the lease contract is enforceable; or

(c) the encumbrancer or owner has consented in writing to the lease or has disclaimed
an interest in the goods as fixtures; or

(d) thelessee hasaright to remove the goods as against the encumbrancer or owner. If
the lessee's right to remove terminates, the priority of the interest of the lessor continues for a
reasonable time.

(6) Notwithstanding subsection (4)(a) but otherwise subject to subsections (4) and (5),
the interest of alessor of fixtures, including the lessor's residual interest, is subordinate to the
conflictinginterest of an encumbrancer of thereal estate under aconstruction mortgagerecorded
before the goods become fixtures if the goods become fixtures before the completion of the
construction. To the extent given to refinance a construction mortgage, the conflicting interest
of an encumbrancer of thereal estate under amortgage hasthis priority to the same extent asthe
encumbrancer of the real estate under the construction mortgage.

(7) Incasesnot within the preceding subsections, priority between theinterest of alessor
of fixtures, includingthelessor'sresidua interest, and the conflicting interest of an encumbrancer
or owner of the real estate who is not the lessee is determined by the priority rules governing
conflicting interestsin real estate.

(8) If the interest of a lessor of fixtures, including the lessor's residua interest, has
priority over al conflictinginterestsof all ownersand encumbrancersof thereal estate, thelessor
or the lessee may (i) on default, expiration, termination, or cancellation of the lease agreement
but subject to the lease agreement and this article, or (ii) if necessary to enforce other rightsand
remediesof thelessor or lesseeunder thisArticle, removethegoodsfromthereal estate, freeand
clear of al conflicting interests of all ownersand encumbrancersof thereal estate, but the lessor
or lessee must reimburse any encumbrancer or owner of thereal estate who is not the lessee and
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who has not otherwise agreed for the cost of repair of any physical injury, but not for any
diminution in value of the real estate caused by the absence of the goods removed or by any
necessity of replacing them. A person entitled to reimbursement may refuse permission to
remove until the party seeking removal gives adequate security for the performance of this
obligation.

(9) Even though the lease agreement does not create a security interest, the interest of
alessor of fixtures, including the lessor's residual interest, is perfected by filing a financing
statement asafixturefiling for leased goodsthat are or areto becomefixturesin accordancewith
the relevant provisions of the Article on Secured Transactions (Article 9).

400.4-210. (a) A collecting bank has a security interest in an item and any
accompanying documents or the proceeds of either:

(1) incaseof anitem deposited in an account, to the extent to which credit given for the
item has been withdrawn or applied;

(2) incaseof anitem for which it has given credit available for withdrawal as of right,
to the extent of the credit given whether or not the credit is drawn upon or there is a right of
charge-back; or

(3) if it makes an advance on or against the item.

(b) If credit given for several items received at one time or pursuant to a single
agreement is withdrawn or applied in part, the security interest remains upon al the items, any
accompanying documents or the proceeds of either. For the purpose of this section, creditsfirst
given are first withdrawn.

(c) Receipt by acollecting bank of afinal settlement for an item is arealization on its
security interest in the item, accompanying documents and proceeds. So long as the bank does
not receive final settlement for the item or give up possession of the item or accompanying
documents for purposes other than collection, the security interest continues to that extent and
issubject to Article 9, but:

(1) nosecurity agreement is necessary to make the security interest enforceable (Section
[400.9-203(1)(a)] 400.9-203(b)(3)(A));

(2) nofilingisrequired to perfect the security interest; and

(3) the security interest has priority over conflicting perfected security interestsin the
item, accompanying documents or proceeds.

400.5-118. (a) Anissuer or nominated person hasasecurity interest in adocument
presented under aletter of credit totheextent that theissuer or nominated person honors
or givesvaluefor the presentation.

(b) Solong asand tothe extent that an issuer or nominated person has not been
reimbursed or has not otherwise recovered the value given with respect to a security



H.C.S. SB. 288 33

6
7
8
9
10
11
12
13

14
15

©O© 0 ~NOoO Ol WN

e e R N e
~N o oA WDNN e O

O© 0O NO Ol WDN

interest in adocument under subsection (a), the security interest continuesand is subject
toarticle9, but:

(1) asecurity agreement isnot necessary to makethesecurity interest enfor ceable
under section 400.9-203(b)(3);

(2) if thedocument ispresented in amedium other than awritten or other tangible
medium, the security interest is perfected; and

(3) if thedocument is presented in awritten or other tangible medium and is not
a certificated security, chattel paper, a document of title, an instrument, or a letter of
credit, thesecurity interest isperfected and haspriority over aconflicting security inter est
in the document so long as the debtor does not have possession of the document.

400.7-503. (1) A document of titleconfersno right in goods against a person who before
issuance of the document had alegal interest or a perfected security interest in them and who
neither

(a) delivered or entrusted them or any document of title covering them to the bailor or
hisor her nomineewith actual or apparent authority to ship, store or sell or with power to obtain
delivery under this article (section 400.7-403) or with power of disposition under this chapter
(sections 400.2-403 and [400.9-307] 400.9-320) or other statute or rule of law; nor

(b) acquiesced in the procurement by the bailor or hisor her nominee of any document
of title.

(2) Title to goods based upon an unaccepted delivery order is subject to the rights of
anyone to whom a negotiable warehouse receipt or bill of lading covering the goods has been
duly negotiated. Such atitle may be defeated under section 400.7-504 to the same extent asthe
rights of the issuer or atransferee from the issuer.

(3) Titleto goods based upon a bill of lading issued to a freight forwarder is subject to
the rights of anyone to whom a bill issued by the freight forwarder is duly negotiated; but
delivery by the carrier in accordance with part 4 of thisarticle pursuant to its own bill of lading
discharges the carrier's obligation to deliver.

400.8-103. (a) A shareor similar equity interest issued by a corporation, businesstrust,
joint stock company or similar entity is a security.

(b) An "investment company security” is a security. "Investment company security"
means a share or similar equity interest issued by an entity that is registered as an investment
company under the federal investment company laws, an interest in aunit investment trust that
isso registered, or aface-amount certificate issued by aface-amount certificate company that is
soregistered. Investment company security does not include an insurance policy or endowment
policy or annuity contract issued by an insurance company.

(c) Aninterest in apartnership or limited liability company isnot asecurity unlessit is
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dedlt in or traded on securities exchanges or in securities markets, its terms expressly provide
that it isasecurity governed by this article, or it is an investment company security. However,
an interest in a partnership or limited liability company is a financial asset if it isheld in a
securities account.

(d) A writing that isasecurity certificate is governed by this article and not by article 3
of thischapter, even though it also meetstherequirementsof that article. However, anegotiable
instrument governed by article 3 of this chapter is afinancial asset if it is held in a securities
account.

(e) Anoption or similar obligation issued by aclearing corporation to its participantsis
not a security, but is afinancial asset.

(f) A commodity contract, as defined in section [400.9-115] 400.9-102(a)(14), isnot a
security or afinancial asset.

400.8-106. (a) A purchaser has"control" of a certificated security in bearer form if the
certificated security is delivered to the purchaser.

(b) A purchaser has "control" of a certificated security in registered form if the
certificated security is delivered to the purchaser, and:

(1) Thecertificateisindorsed to the purchaser or in blank by an effective indorsement;
or

(2) The certificate is registered in the name of the purchaser, upon original issue or
registration of transfer by the issuer.

(c) A purchaser has "control" of an uncertificated security if:

(1) Theuncertificated security is delivered to the purchaser; or

(2) Theissuer hasagreed that it will comply withinstructionsoriginated by the purchaser
without further consent by the registered owner.

(d) A purchaser has "control” of a security entitlement if:

(1) The purchaser becomes the entitlement holder; [or]

(2) The securities intermediary has agreed that it will comply with entitlement orders
originated by the purchaser without further consent by the entitlement holder; or

(3 Another person has control of the security entitlement on behalf of the
purchaser or, having previoudy acquir ed contr ol of thesecurity entitlement, acknowledges
that it has control on behalf of the purchaser.

(e) If aninterest in a security entitlement is granted by the entitlement holder to the
entitlement holder's own securities intermediary, the securities intermediary has control.

(f) A purchaser who has satisfied the requirements of subsection (c)[(2)] or (d)[(2)] has
control even if the registered owner in the case of subsection (c)[(2)] or the entitlement holder
in the case of subsection (d)[(2)] retains the right to make substitutions for the uncertificated
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security or security entitlement, to originate instructions or entitlement orders to the issuer or
securities intermediary, or otherwise to deal with the uncertificated security or security
entitlement.

(9) Anissuer or asecurities intermediary may not enter into an agreement of the kind
described in subsection (c)(2) or (d)(2) without the consent of theregistered owner or entitlement
holder, but an issuer or a securitiesintermediary is not required to enter into such an agreement
even though the registered owner or entitlement holder so directs. An issuer or securities
intermediary that has entered into such an agreement is not required to confirm the existence of
the agreement to another party unless requested to do so by the registered owner or entitlement
holder.

400.8-110. (a) Thelocal law of the issuer'sjurisdiction, as specified in subsection (d),
governs.

(1) Thevalidity of a security;

(2) Therights and duties of the issuer with respect to registration of transfer;

(3) The effectiveness of registration of transfer by the issuer;

(4) Whether the issuer owes any duties to an adverse claimant to a security; and

(5 Whether an adverse claim can be asserted against a person to whom transfer of a
certificated or uncertificated security is registered or a person who obtains control of an
uncertificated security.

(b) Thelocal law of the securitiesintermediary'sjurisdiction, as specified in subsection
(e), governs.

(1) Acquisition of a security entitlement from the securities intermediary;

(2) Therightsand dutiesof the securitiesintermediary and entitlement holder arising out
of a security entitlement;

(3) Whether the securities intermediary owes any duties to an adverse claimant to a
security entitlement; and

(4) Whether an adverse claim can be asserted against a person who acquires a security
entitlement from the securitiesintermediary or aperson who purchases a security entitlement or
interest therein from an entitlement holder.

(c) Thelocal law of thejurisdiction in which a security certificate islocated at thetime
of delivery governs whether an adverse claim can be asserted against a person to whom the
security certificate is delivered.

(d) "Issuer'sjurisdiction” means the jurisdiction under which the issuer of the security
is organized or, if permitted by the law of that jurisdiction, the law of another jurisdiction
specified by theissuer. An issuer organized under the law of this state may specify the law of
another jurisdiction asthe law governing the matters specified in subsection (a)(2) through (5).
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(e) Thefollowing rulesdeterminea"securitiesintermediary'sjurisdiction” for purposes
of this section:

(1) If an agreement between the securities intermediary and its entitlement holder
[specifies that it is governed by the law of a particular jurisdiction] gover ning the securities
account expressly providesthat a particular jurisdiction isthe securities intermediary's
jurisdiction for purposes of this part, this article, or chapter 400, that jurisdiction is the
securities intermediary's jurisdiction;

(2) If paragraph (1) does not apply and an agreement between the securities
intermediary and itsentitlement holder gover ningthesecuritiesaccount expressy provides
that the agreement isgoverned by thelaw of a particular jurisdiction, that jurisdiction is
the securitiesintermediary'sjurisdiction.

(3) If neither paragraph (1) nor paragraph (2) applies, and an agreement between
the securities intermediary and its entitlement holder [does not specify the governing law as
providedin paragraph (1), but] gover ningthesecur itiesaccount expressly [specified] provides
that the securities account is maintained at an officein aparticular jurisdiction, that jurisdiction
isthe securities intermediary's jurisdiction;

[(3)] (4) If [an agreement between the securitiesintermediary and its entitlement holder
does not specify a jurisdiction as provided in paragraph (1) or (2)] none of the preceding
paragraphs apply, the securities intermediary's jurisdiction is the jurisdiction in which [is
located] the officeidentified in an account statement asthe office serving the entitlement holder's
account is located.

[(D)] (5) If [an agreement between the securitiesintermediary and its entitlement holder
does not specify ajurisdiction as provided in paragraph (1) or (2) and an account statement does
not identify an office serving the entitlement holder's account as provided in paragraph (3)] none
of thepreceding par agraphsapply, the securitiesintermediary'sjurisdiction isthejurisdiction
in which [islocated] the chief executive office of the securities intermediary is located.

(f) A securitiesintermediary'sjurisdiction is not determined by the physical location of
certificates representing financial assets, or by the jurisdiction in which is organized the issuer
of the financial asset with respect to which an entitlement holder has a security entitlement, or
by the location of facilities for data processing or other record keeping concerning the account.

400.8-301. (a) Delivery of acertificated security to a purchaser occurs when:

(1) The purchaser acquires possession of the security certificate;

(2) Another person, other than a securities intermediary, either acquires possession of
the security certificate on behalf of the purchaser or, having previously acquired possession of
the certificate, acknowledges that it holds for the purchaser; or

(3) A securitiesintermediary acting on behalf of the purchaser acquires possession of the
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security certificate, only if the certificateisin registered form and [hasbeen] is (i) registered in
the name of the purchaser; (ii) payable to the order of the purchaser; or (iii) specialy
indorsed to the purchaser by an effective indorsement and has not been indorsed to the
securitiesintermediary or in blank.

(b) Delivery of an uncertificated security to a purchaser occurs when:

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

(2) Another person, other than a securities intermediary, either becomes the registered
owner of the uncertificated security on behalf of the purchaser or, having previously becomethe
registered owner, acknowledges that it holds for the purchaser.

400.8-302. (a) Except asotherwise provided in subsections (b) and (c), [upon delivery]
a purchaser of acertificated or uncertificated security [to a purchaser, the purchaser] acquires
all rightsin the security that the transferor had or had power to transfer.

(b) A purchaser of alimited interest acquires rights only to the extent of the interest
purchased.

(c) A purchaser of a certificated security who as a previous holder had notice of an
adverse claim does not improve its position by taking from a protected purchaser.

400.8-510. (a) In acasenot covered by the priority rulesin article 9 or therules
stated in subsection (c), an action based on an adverse claim to a financial asset or security
entitlement, whether framed in conversion, replevin, constructive trust, equitable lien or other
theory, may not be asserted against a person who purchases a security entitlement, or an interest
therein, from an entitlement holder if the purchaser gives value, does not have notice of the
adverse claim, and obtains control.

(b) If an adverse claim could not have been asserted against an entitlement holder under
section 400.8-502, the adverse claim cannot be asserted against a person who purchases a
security entitlement, or an interest therein, from the entitlement holder.

(c) Inacasenot covered by the priority rulesin article 9 of this chapter, a purchaser for
value of a security entitlement, or an interest therein, who obtains control has priority over a
purchaser of asecurity entitlement, or an interest therein, who does not obtain control. Except
asotherwiseprovided in subsection (d), purchaserswho have control rank [equally, except that
a] according to priority in time of:

(1) thepurchaser'sbecomingtheperson for whom the securitiesaccount, in which
the security entitlement iscarried, ismaintained, if the purchaser obtained control under
section 400.8-106(d)(2);

(2) the securities intermediary's agreement to comply with the purchaser's
entitlement orders with respect to security entitlements carried or to be carried in the
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securities account in which the security entitlement iscarried, if the purchaser obtained
control under section 400.8-106(d)(2); or

(3) if thepurchaser obtained control through another per son under section 400.8-
106(d)(3), the time on which priority would be based under this subsection if the other
person wer e the secured party.

(d) A securitiesintermediary as purchaser has priority over aconflicting purchaser who
has control unless otherwise agreed by the securities intermediary.

400.9-101. This article may be cited as " Uniform Commercial Code-Secured
Transactions".

400.9-102. (a) Inthisarticle:

(1) "Accession" means goodsthat are physically united with other goodsin such
a manner that theidentity of the original goodsis not lost;

(2) "Account", except as used in "account for", means a right to payment of a
monetary obligation, whether or not ear ned by performance, (i) for property that hasbeen
or is to be sold, leased, licensed, assigned, or otherwise disposed of, (ii) for services
rendered or to berendered, (iii) for a policy of insuranceissued or to beissued, (iv) for a
secondary obligationincurred or tobeincurred, (v) for energy provided or tobeprovided,
(vi) for theuseor hireof avessel under acharter or other contract, (vii) arising out of the
useof acredit or chargecard or information contained on or for usewith thecard, or (viii)
as winnings in a lottery or other game of chance operated or sponsored by a state,
governmental unit of a state, or person licensed or authorized to operate the game by a
stateor gover nmental unit of astate. Thetermincludeshealth-car e-insurancereceivables.
The term does not include (i) rights to payment evidenced by chattel paper or an
instrument, (ii) commer cial tort claims, (iii) deposit accounts, (iv) investment property, (v)
letter-of-credit rights or letters of credit, or (vi) rights to payment for money or funds
advanced or sold, other than rights arising out of the use of a credit or charge card or
information contained on or for use with the card,;

(3) "Account debtor” means a person obligated on an account, chattel paper, or
general intangible. The term does not include persons obligated to pay a negotiable
instrument, even if the instrument constitutes part of chattel paper;

(4) " Accounting”, except asused in " accounting for" , meansa record:

(A) Authenticated by a secured party;

(B) Indicating the aggregate unpaid secured obligationsasof adate not morethan
35 daysearlier or 35 days later than the date of the record; and

(C) Identifying the components of the obligationsin reasonable detail;

(5 "Agricultural lien" means an interest, other than a security interest, in farm
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products:

(A) Which secures payment or performance of an obligation for:

(i) Goodsor servicesfurnished in connection with a debtor's farming operation;
or

(i) Rent on real property leased by a debtor in connection with its farming
operation;

(B) Which iscreated by statutein favor of a person that:

(i) Intheordinary courseof itsbusinessfurnished goodsor servicesto adebtor in
connection with a debtor's farming operation; or

(i) Leased real property to a debtor in connection with the debtor's farming
operation; and

(C) Whoseeffectivenessdoesnot depend on the per son'spossession of the per sonal
property;

(6) " As-extracted collateral” means.

(A) Qil, gas, or other mineralsthat are subject to a security interest that:

(i) Iscreated by adebtor having an interest in the miner alsbefor e extraction; and

(if) Attachestothe mineralsasextracted; or

(B) Accountsarising out of thesaleat thewellhead or minehead of ail, gas, or other
mineralsin which the debtor had an interest before extraction;

(7) " Authenticate" means:

(A) Tosign; or

(B) To execute or otherwise adopt a symbol, or encrypt or similarly process a
record in wholeor in part, with the present intent of the authenticating person to identify
the person and adopt or accept arecord,;

(8) "Bank" meansan organization that isengaged in thebusinessof banking. The
term includes savings banks, savings and loan associations, credit unions, and trust
companies,

(9) " Cash proceeds’ meansproceedsthat are money, checks, deposit accounts, or
thelike;

(10) " Certificateof title" meansacertificateof titlewith respect towhich a statute
providesfor thesecurity interestin question tobeindicated on thecertificateasacondition
or result of the security interest'sobtaining priority over therightsof alien creditor with
respect to the collateral;

(11) " Chattel paper” meansarecord or records that evidence both a monetary
obligation and a security interest in specific goods, a security interest in specific goodsand
softwareused in thegoods, or alease of specific goods. Theterm doesnot includecharters
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or other contractsinvolving theuseor hireof avessal. If atransaction isevidenced both
by a security agreement or lease and by an instrument or seriesof instruments, the group
of recordstaken together constitutes chattel paper;

(12) " Collateral” meansthe property subject to a security interest or agricultural
lien. Theterm includes:

(A) Proceedstowhich a security interest attaches;

(B) Accounts, chattel paper, payment intangibles, and promissory notesthat have
been sold; and

(C) Goodsthat arethe subject of a consignment;

(13) "Commercial tort claim” meansaclaim arisingin tort with respect towhich:

(A) Theclaimant isan organization; or

(B) Theclaimant isan individual and the claim:

(i) Arosein the course of the claimant's businessor profession; and

(ii) Doesnot include damages arising out of personal injury to or the death of an
individual;

(14) "Commodity account” means an account maintained by a commaodity
intermediary in which a commodity contract iscarried for a commodity customer;

(15) " Commodity contract” meansa commodity futures contract, an option on a
commodity futures contract, a commodity option, or another contract if the contract or
option is:

(A) Traded on or subject totherulesof aboard of tradethat has been designated
asa contract market for such a contract pursuant to federal commoditieslaws; or

(B) Traded on aforeign commodity board of trade, exchange, or market, and is
carried on the books of a commodity intermediary for a commodity customer;

(16) " Commaodity customer” meansa person for which acommodity intermediary
carriesa commodity contract on its books;

(17) " Commodity intermediary” means a person that:

(A) Isregistered asafuturescommission mer chant under federal commoditieslaw;
or

(B) Intheordinary courseof itsbusiness providesclearanceor settlement services
for a board of trade that has been designated as a contract market pursuant to federal

commodities law;

(18) " Communicate" means:

(A) Tosend awritten or other tangiblerecord,;

(B) Totransmit arecord by any means agreed upon by the persons sending and
receiving therecord; or
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(C) Inthe case of transmission of arecord to or by a filing office, to transmit a
record by any means prescribed by filing-officerule;

(19) " Consignee" meansamer chant towhich goodsar edeliver ed in aconsignment;

(20) " Consignment" meansatransaction, regardlessof itsform, in which aperson
deliver sgoodsto a merchant for the purpose of sale and:

(A) The merchant:

(i) Dealsin goods of that kind under a name other than the name of the person
making delivery;

(if) I'snot an auctioneer; and

(iii) Isnot generally known by its creditorsto be substantially engaged in selling
the goods of others;

(B) With respect to each delivery, the aggr egate value of the goodsisonethousand
dollarsor more at thetime of delivery;

(C) Thegoodsare not consumer goodsimmediately before delivery; and

(D) Thetransaction doesnot create a security interest that securesan obligation;

(21) "Consignor" means a person that delivers goods to a consignee in a
consignment;

(22) " Consumer debtor” meansadebtor in a consumer transaction;

(23) " Consumer goods' meansgoodsthat areused or bought for useprimarily for
personal, family, or household purposes,

(24) " Consumer-goodstransaction” meansa consumer transaction in which:

(A) Anindividual incursan obligation primarily for personal, family, or household
purposes; and

(B) A security interest in consumer goods securesthe obligation;

(25) " Consumer obligor" meansan obligor whoisan individual and whoincurred
the obligation as part of a transaction entered into primarily for personal, family, or
household purposes,

(26) " Consumer transaction" meansatransaction in which (i) anindividual incurs
an obligation primarily for personal, family, or household purposes, (ii) asecurity inter est
securesthe obligation, and (iii) the collateral is held or acquired primarily for personal,
family, or household purposes. Theterm includes consumer-goods transactions,

(27) " Continuation statement” means an amendment of a financing statement
which:

(A) ldentifies, by itsfilenumber, theinitial financing statement towhich it relates;
and

(B) Indicatesthat it isa continuation statement for, or that it isfiled to continuethe
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effectiveness of, the identified financing statement;

(28) " Debtor" means:

(A) A person having an interest, other than a security interest or other lien, in the
collateral, whether or not the person isan obligor;

(B) A sdler of accounts, chattel paper, payment intangibles, or promissory notes;
or

(C) A consigneg;

(29) " Deposit account” means a demand, time, savings, passbook, or similar
account maintained with a bank. The term does not include investment property or
accounts evidenced by an instrument;

(30) " Document” means a document of title or areceipt of thetype described in
section 400.7-201(2);

(31) "Electronic chattel paper” means chattel paper evidenced by a record or
recor ds consisting of information stored in an electronic medium;

(32) "Encumbrance" means a right, other than an ownership interest, in real
property. Theterm includes mortgages and other lienson real property;

(33) "Equipment” meansgoodsother than inventory, farm products, or consumer
goods;

(34) "Farm products’ means goods, other than standing timber, with respect to
which the debtor isengaged in a farming oper ation and which are:

(A) Cropsgrown, growing, or to be grown, including:

(i) Cropsproduced on trees, vines, and bushes; and

(i) Aquatic goods produced in aquacultural operations;

(B) Livestock, born or unborn, including aquatic goods produced in aquacultur al
oper ations,

(C) Suppliesused or produced in afarming operation; or

(D) Productsof cropsor livestock in their unmanufactured states,

(35) "Farming operation" means raising, cultivating, propagating, fattening,
grazing, or any other farming, livestock, or aquacultural operation;

(36) "Filenumber" meansthe number assigned to an initial financing statement
pursuant to section 400.9-519(a);

(37) " Filing office” meansan office designated in section 400.9-501 asthe placeto
fileafinancing statement;

(38) "Filing-officerule” meansarule adopted pursuant to section 400.9-526;

(39) "Financing statement” means a record or records composed of an initial
financing statement and any filed record relating to theinitial financing statement;
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(40) " Fixturefiling" meansthefiling of afinancing statement covering goodsthat
areor aretobecomefixturesand satisfying section 400.9-502(a) and (b). Thetermincludes
thefiling of afinancing statement covering goodsof atransmitting utility which areor are
to becomefixtures;

(41) "Fixtures' means goods that have become so related to particular real
property that an interest in them arises under real property law;

(42) " General intangible” meansany per sonal property, includingthingsin action,
other than accounts, chattel paper, commercial tort claims, deposit accounts, documents,
goods, instruments, investment property, letter-of-credit rights, letters of credit, money,
and ail, gas, or other mineralsbefore extraction. Theterm includes payment intangibles
and software;

(43) " Good faith" means honesty in fact;

(44) " Goods' meansall thingsthat are movablewhen a security interest attaches.
Theterm includes (i) fixtures, (ii) standing timber that isto be cut and removed under a
conveyance or contract for sale, (iii) the unborn young of animals, (iv) crops grown,
growing, or to begrown, even if the cropsare produced on trees, vines, or bushes, and (v)
manufactured homes. Thetermalsoincludesacomputer program embedded in goodsand
any supporting information provided in connection with a transaction relating to the
program if (i) the program is associated with the goods in such a manner that it
customarily isconsidered part of the goods, or (ii) by becoming the owner of the goods, a
person acquires aright to use the program in connection with the goods. The term does
not include a computer program embedded in goods that consist solely of the medium in
which the program isembedded. Theterm also doesnot include accounts, chattel paper,
commercial tort claims, deposit accounts, documents, general intangibles, instruments,
investment property, letter-of-credit rights, letters of credit, money, or oil, gas, or other
minerals before extraction;

(45) "Governmental unit" means a subdivision, agency, department, county,
parish, municipality, or other unit of the government of the United States, a state, or a
foreign country. Theterm includesan or ganization having a separ ate cor por ate existence
if theorganization iseligibletoissue debt on which inter est isexempt from incometaxation
under the laws of the United States;

(46) "Health-care-insurance receivable’ means an interest in or claim under a
policy of insurance which isaright to payment of a monetary obligation for health-care
goods or services provided;

(47) "Instrument” means a negotiable instrument or any other writing that
evidencesaright tothe payment of amonetary obligation, isnot itself a security agr eement
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or lease, and isof atypethat in ordinary cour se of businessistransferred by delivery with
any necessary indorsement or assignment. The term does not include (i) investment
property, (ii) lettersof credit, or (iii) writingsthat evidence aright to payment arising out
of theuseof acredit or chargecard or information contained on or for usewith thecard;

(48) "Inventory" means goods, other than farm products, which:

(A) Areleased by a person aslessor;

(B) Areheld by a person for sale or lease or to be furnished under a contract of
Service;

(C) Arefurnished by a person under a contract of service; or

(D) Consist of raw materials, work in process, or materialsused or consumed in a
business,

(49) "Investment property" means a security, whether certificated or
uncertificated, security entitlement, securitiesaccount, commaodity contract, or commodity
account;

(50) "Jurisdiction of organization™", with respect to a registered organization,
meansthejurisdiction under whose law the organization is or ganized;

(51) "Letter-of-credit right” meansaright to payment or performance under a
letter of credit, whether or not the beneficiary has demanded or isat the time entitled to
demand payment or performance. Theterm doesnot includetheright of abeneficiary to
demand payment or performance under aletter of credit;

(52) "Lien creditor" means:

(A) A creditor that has acquired a lien on the property involved by attachment,
levy, or thelike;

(B) An assigneefor benefit of creditorsfrom the time of assignment;

(C) A trusteein bankruptcy from the date of thefiling of the petition; or

(D) A receiver in equity from thetime of appointment;

(53) "Manufactured home' means a structure, transportable in one or more
sections, which, in thetraveling mode, iseight body feet or morein width or forty body feet
or morein length, or, when erected on site, isthree hundred twenty or more squar e fest,
and which is built on a permanent chassis and designed to be used as a dwelling with or
without a per manent foundation when connected totherequired utilities, and includesthe
plumbing, heating, air-conditioning, and electrical systems contained therein. Theterm
includesany structurethat meetsall of therequirementsof thisparagraph except thesize
requirementsand with respect to which the manufacturer voluntarily filesa certification
required by theUnited States Secr etary of Housing and Ur ban Development and complies
with the standards established under Title 42 of the United States Code;
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(54) "Manufactured-hometransaction” means a secured transaction:

(A) That createsapurchase-money security interest inamanufactured home, other
than a manufactured home held asinventory; or

(B) In which a manufactured home, other than a manufactured home held as
inventory, isthe primary collateral;

(55) "Mortgage' meansa consensual interest in real property, including fixtures,
which secures payment or performance of an obligation;

(56) " New debtor" means a person that becomes bound as debtor under section
400.9-203(d) by a security agreement previously entered into by another person;

(57) " New value" means(i) money, (ii) money'sworth in property, services, or new
credit, or (iii) release by a transferee of an interest in property previously transferred to
thetransferee. Theterm doesnot includean obligation substituted for another obligation;

(58) " Noncash proceeds’ means proceeds other than cash proceeds;

(59) "Notice" meansa properly filed financing statement;

(60) "Obligor" means a person that, with respect to an obligation secured by a
security interest in or an agricultural lien on the collateral, (i) owes payment or other
per formanceof theobligation, (ii) hasprovided property other than thecollateral tosecure
payment or other performance of the obligation, or (iii) isotherwise accountablein whole
or in part for payment or other performanceof theobligation. Theterm doesnot include
issuersor nominated personsunder aletter of credit;

(61) "Original debtor" means a person that, as debtor, entered into a security
agreement to which a new debtor has become bound under section 400.9-203(d);

(62) " Payment intangible® means a general intangible under which the account
debtor's principal obligation isa monetary obligation;

(63) " Person related to", with respect to an individual, means:

(A) The spouse of the individual;

(B) A brother, brother-in-law, sister, or sister-in-law of the individual;

(C) An ancestor or lineal descendant of theindividual or theindividual's spouse;
or

(D) Any other relative, by blood or marriage, of theindividual or theindividual's
spouse who shar es the same home with theindividual;

(64) " Person related to", with respect to an organization, means:

(A) A person directly or indirectly controlling, controlled by, or under common
control with the organization;

(B) An officer or director of, or aperson performingsimilar functionswith respect
to, the organization;



H.C.S. SB. 288 46

280
281
282
283
284
285
286
287
288
289
290
291
292
293
294
295
296
297
298
299
300
301
302
303
304
305
306
307
308
309
310
311
312
313
314
315

(C) Anofficer or director of, or aperson performingsimilar functionswith respect
to, a person described in subparagraph (A);

(D) The spouse of an individual described in subparagraph (A), (B), or (C); or

(E) Anindividual whoisrelated by blood or marriageto an individual described
in subparagraph (A), (B), (C), or (D) and shares the same home with the individual;

(65) " Proceeds’ meansthefollowing property:

(A) Whatever is acquired upon the sale, lease, license, exchange, or other
disposition of collateral;

(B) Whatever iscollected on, or distributed on account of, collateral;

(C) Rightsarising out of collateral;

(D) To the extent of the value of collateral, claims arising out of the loss,
nonconformity, or interference with the use of, defects or infringement of rightsin, or
damageto, the collateral; or

(E) Totheextent of the value of collateral and to the extent payableto the debtor
or the secured party, insurance payable by reason of thelossor nonconfor mity of, defects
or infringement of rightsin, or damageto, the collateral;

(66) " Promissory note" means an instrument that evidences a promise to pay a
monetary obligation, does not evidence an order to pay, and does not contain an
acknowledgment by a bank that the bank has received for deposit a sum of money or
funds,

(67) "Proposal" meansarecord authenticated by a secured party which includes
the terms on which the secured party is willing to accept collateral in full or partial
satisfaction of the obligation it secures pursuant to sections 400.9-620, 400.9-621 and
400.9-622;

(68) " Pursuant to commitment”, with respect to an advance made or other value
given by a secured party, meanspur suant tothe secur ed party'sobligation, whether or not
a subsequent event of default or other event not within the secured party's control has
relieved or may relieve the secured party from itsobligation;

(69) " Record", except asused in " for record” , " of record", " record or legal title",
and "record owner” , meansinformation that isinscribed on atangible medium or which
isstored in an electronic or other medium and isretrievablein perceivable form;

(70) " Registered organization" meansan organization organized solely under the
law of asinglestateor theUnited Statesand astowhich thestateor the United Statesmust
maintain a public record showing the organization to have been or ganized;

(71) " Secondary obligor" meansan obligor to the extent that:

(A) Theobligor'sobligation is secondary; or
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(B) Theobligor has a right of recourse with respect to an obligation secured by
collateral against the debtor, another obligor, or property of either;

(72) " Secured party" means:

(A) A personinwhosefavor a security interest iscreated or provided for under a
security agreement, whether or not any obligation to be secured is outstanding;

(B) A person that holdsan agricultural lien;

(C) A consignor;

(D) A persontowhich accounts, chattel paper, payment intangibles, or promissory
notes have been sold,;

(E) A trustee, indenturetrustee, agent, collateral agent, or other representativein
whose favor a security interest or agricultural lien iscreated or provided for; or

(F) A person that holds a security interest arising under sections 400.2-401,
400.2-505, 400.2-711(3), 400.2A-508(5), 400.4-210 or 400.5-118;

(73) " Security agreement” means an agreement that creates or provides for a
Security interest;

(74) " Send", in connection with arecord or notification, means:

(A) Todeposit inthemail, deliver for transmission, or transmit by any other usual
means of communication, with postage or cost of transmission provided for, addressed to
any address reasonable under the circumstances; or

(B) Tocausetherecord or notification to bereceived within thetimethat it would
have been received if properly sent under subparagraph (A);

(75) " Software" means a computer program and any supporting information
provided in connection with a transaction relating to the program. The term does not
include a computer program that isincluded in the definition of goods;

(76) " State" means a state of the United States, the District of Columbia, Puerto
Rico, theUnited StatesVirgin Islands, or any territory or insular possession subject tothe
jurisdiction of the United States;

(77) " Supportingobligation” meansaletter-of-credit right or secondary obligation
that supportsthe payment or performance of an account, chattel paper, a document, a
general intangible, an instrument, or investment property;

(78) "Tangible chattel paper” means chattel paper evidenced by a record or
recor ds consisting of information that isinscribed on a tangible medium;

(79) "Termination statement” means an amendment of a financing statement
which:

(A) ldentifies, by itsfilenumber, theinitial financing statement towhich it relates;
and
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(B) Indicates either that it is a termination statement or that the identified

financing statement isno longer effective;

(80) " Transmitting utility" meansa person primarily engaged in the business of:
(A) Operating arailroad, subway, street railway, or trolley bus;
(B) Transmitting communications electrically, electromagnetically, or by light;

(C) Transmitting goods by pipeline or sewer; or

(D) Transmitting or producing and transmitting electricity, steam, gas, or water.
(b) Thefollowing definitionsin other articles apply to thisarticle:

" Applicant"”

" Beneficiary"

"Broker"

" Certificated security"”

" Check"

" Clearing cor poration”

" Contract for sale"

" Customer™

" Entitlement holder"

" Financial asset"

"Holder in due cour se'
"lssuer" (with respect to a
letter of credit or

letter-of -credit right)
"lssuer” (with respect to a
Security)

Section 400.5-102.
Section 400.5-102.
Section 400.8-102.
Section 400.8-102.
Section 400.3-104.
Section 400.8-102.
Section 400.2-106.
Section 400.4-104.
Section 400.8-102.
Section 400.8-102.
Section 400.3-302.

Section 400.5-102.

Section 400.8-201.

"Lease" Section 400.2A-103.

" L ease agreement” Section 400.2A-103.
" L ease contract" Section 400.2A-103.
" Leasehold interest” Section 400.2A-103.
" L essee” Section 400.2A-103.
"Lesseein ordinary course

of business® Section 400.2A-103.
" Lessor" Section 400.2A-103.

"Lessor'sresidual interest” Section 400.2A-103.
" Letter of credit” Section 400.5-102.
"Merchant" Section 400.2-104.
" Negotiable instrument” Section 400.3-104.
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"Nominated person” Section 400.5-102.
" Note" Section 400.3-104.
" Proceeds of aletter of credit” Section 400.5-114.
" Prove" Section 400.3-103.
" Sale" Section 400.2-106.
" Securities account” Section 400.8-501.
" Securitiesintermediary” Section 400.8-102.
" Security"” Section 400.8-102.
" Security certificate” Section 400.8-102.
" Security entitlement” Section 400.8-102.
" Uncertificated security” Section 400.8-102.

(c) This section contains general definitions and principles of construction and
inter pretation applicable throughout sections 400.9-103 to 400.9-708.

400.9-103. (a) In thissection:

(1) " Purchase-money collateral” meansgoodsor softwar ethat securesa purchase-
money obligation incurred with respect to that collateral; and

(2) " Purchase-money obligation” meansan obligation of an obligor incurred asall
or part of thepriceof thecollateral or for valuegiven to enablethedebtor toacquirerights
in or the use of the collateral if the valueisin fact so used.

(b) A security interest in goodsisa purchase-money security interest:

(1) Totheextent that the goodsar e purchase-money collateral with respect to that
Security interest;

(2) If thesecurity interest isin inventory that isor was pur chase-money collateral,
also to the extent that the security interest secures a purchase-money obligation incurred
with respect toother inventory in which the secured party holdsor held apurchase-money
security interest; and

(3) Alsototheextent that thesecurity inter est secur esa pur chase-money obligation
incurred with respect to software in which the secured party holds or held a purchase-
money security interest.

(c) A security interest in software is a purchase-money security interest to the
extent that the security interest also secures a purchase-money obligation incurred with
respect to goods in which the secured party holds or held a purchase-money security
interest if:

(1) Thedebtor acquired itsinterest in the softwarein an integrated transaction in
which it acquired an interest in the goods; and

(2) Thedebtor acquired itsinterest in the software for the principal purpose of
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using the softwarein the goods.

(d) The security interest of a consignor in goods that are the subject of a
consignment is a purchase-money security interest in inventory.

(e) Inatransaction other than aconsumer-goodstransaction, if theextent towhich
a security interest is a purchase-money security interest depends on the application of a
payment to a particular obligation, the payment must be applied:

(1) I'n accordancewith any reasonable method of application to which the parties
agree;

(2) Intheabsenceof theparties agreement to areasonable method, in accordance
with any intention of the obligor manifested at or before the time of payment; or

(3) In the absence of an agreement to a reasonable method and a timely
manifestation of the obligor'sintention, in the following order:

(A) Toobligationsthat are not secured; and

(B) If morethan one obligation is secured, to obligations secured by purchase-
money security interestsin the order in which those obligationswereincurred.

(f) Inatransaction other than a consumer-goods transaction, a pur chase-money
security interest does not loseits status as such, even if:

(1) Thepurchase-money collater al also securesan obligation that isnot apurchase-
money obligation;

(2) Collateral that is not purchase-money collateral also secures the purchase-
money obligation; or

(3) Thepurchase-money obligation hasbeen renewed, refinanced, consolidated, or
restructured.

(9) In atransaction other than a consumer-goods transaction, a secured party
claiming a purchase-money security interest hasthe burden of establishing the extent to
which the security interest isa purchase-money security interest.

(h) Thelimitation of therulesin subsections (e), (f), and (g) to transactions other
than consumer -goodstransactionsisintended toleavetothecourt thedeter mination of the
proper rulesin consumer -goodstransactions. Thecourt may not infer fromthat limitation
the nature of the proper rulein consumer-goods transactions and may continueto apply
established approaches.

400.9-104. (a) A secured party hascontrol of a deposit account if:

(1) Thesecured party isthe bank with which the deposit account is maintained;

(2) Thedebtor, secured party, and bank have agreed in an authenticated record
that the bank will comply with instructions originated by the secured party directing
disposition of the fundsin the account without further consent by the debtor; or
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(3 The secured party becomes the bank's customer with respect to the deposit
account.

(b) A secured party that hassatisfied subsection (a) has control, even if the debtor
retainstheright to direct the disposition of funds from the deposit account.

400.9-105. A secured party hascontrol of electronic chattel paper if therecord or
records comprising the chattel paper are created, stored, and assigned in such a manner
that:

(1) A single authoritative copy of the record or records exists which is unique,
identifiableand, except asotherwise provided in paragraphs(4), (5), and (6), unalterable;

(2) Theauthoritativecopy identifiesthe secured party astheassigneeof therecord
or records;

(3) Theauthoritativecopy iscommunicated toand maintained by thesecur ed party
or itsdesignated custodian;

(4) Copiesor revisionsthat add or changean identified assigneeof theauthoritative
copy can be made only with the participation of the secured party;

(5) Each copy of the authoritative copy and any copy of a copy is readily
identifiable as a copy that isnot the authoritative copy; and

(6) Any revision of the authoritative copy isreadily identifiable as an authorized
or unauthorized revision.

400.9-106. (a) A person has control of a certificated security, uncertificated
security, or security entitlement as provided in section 400.8-106.

(b) A secured party has control of a commodity contract if:

(1) Thesecured party isthe commodity intermediary with which the commodity
contract iscarried; or

(2) The commodity customer, secured party, and commodity intermediary have
agreed that thecommodity inter mediary will apply any valuedistributed on account of the
commodity contract as directed by the secured party without further consent by the
commaodity customer.

(c) A secured party having control of all security entitlements or commaodity
contracts carried in a securities account or commodity account has control over the
securities account or commodity account.

400.9-107. A secured party hascontrol of aletter-of-credit right totheextent of any
right to payment or performance by theissuer or any nominated person if the issuer or
nominated per son has consented to an assignment of proceeds of theletter of credit under
section 400.5-114(c) or otherwise applicable law or practice.

400.9-108. (a) Except as otherwise provided in subsections (c), (d), and (e), a
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description of personal or real property is sufficient, whether or not it is specific, if it
reasonably identifieswhat is described.

(b) Except as otherwise provided in subsection (d), a description of collateral
reasonably identifiesthe collateral if it identifies the collateral by:

(1) Specificlisting;

(2) Category;

(3) Except asotherwise provided in subsection (€), atype of collateral defined in
chapter 400;

(4) Quantity;

(5) Computational or allocational formula or procedure; or

(6) Except asotherwiseprovided in subsection (c), any other method, if theidentity
of the collateral is objectively determinable.

(c) A description of collateral as "all the debtor's assets’ or "all the debtor's
personal property” or using words of similar import does not reasonably identify the
collateral.

(d) Except as otherwise provided in subsection (e), a description of a security
entitlement, securities account, or commodity account is sufficient if it describes:

(1) Thecollateral by thosetermsor asinvestment property; or

(2) Theunderlying financial asset or commodity contract.

(e) A description only by typeof collateral defined in chapter 400 isan insufficient
description of:

(1) A commercial tort claim; or

(2) Inaconsumer transaction, consumer goods, a security entitlement, a securities
account, or a commodity account.

400.9-109. (a) Except asotherwise provided in subsections(c) and (d), thisarticle
appliesto:

(1) Atransaction, regardlessof itsform, that createsa security interest in personal
property or fixturesby contract;

(2) An agricultural lien;

(3) A saleof accounts, chattel paper, payment intangibles, or promissory notes;

(4) A consignment;

(5) A security interest arising under section 400.2-401, 400.2-505, 400.2-711(3) or
400.2A-508(5), as provided in section 400.9-110; and

(6) A security interest arising under section 400.4-210 or 400.5-118.

(b) Theapplication of thisarticletoasecurity interest in asecured obligation isnot
affected by thefact that theobligation isitself secured by atransaction or interest towhich
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thisarticle does not apply.

(c) Thisarticledoesnot apply to the extent that:

(1) A statute, regulation, or treaty of the United States preemptsthisarticle;

(2) A statuteof another state, aforeign country, or agovernmental unit of another
state or aforeign country, other than a statute generally applicable to security interests,
expressly governs creation, perfection, priority, or enforcement of a security interest
created by the state, country, or gover nmental unit; or

(3 Therightsof a transferee beneficiary or nominated person under a letter of
credit areindependent and superior under section 400.5-114.

(d) Thisarticledoesnot apply to:

(1) A landlord'slien, other than an agricultural lien;

(2) Alien, other than an agricultural lien, given by statute or other ruleof law for
servicesor materials, but section 400.9-333 applieswith respect to priority of thelien;

(3) An assignment of a claim for wages, salary, or other compensation of an
employee;

(4) A saleof accounts, chattel paper, payment intangibles, or promissory notes as
part of a sale of the business out of which they arose;

(5) Anassignment of accounts, chattel paper, payment intangibles, or promissory
notes which isfor the purpose of collection only;

(6) Anassignment of aright to payment under a contract toan assigneethat isalso
obligated to perform under the contract;

(7) An assignment of a single account, payment intangible, or promissory noteto
an assignee in full or partial satisfaction of a preexisting indebtedness,

(8) A transfer of an interest in or an assignment of a claim under a policy of
insurance, other than an assignment by or to a health-care provider of a health-care-
insurancer eceivableand any subsequent assignment of theright to payment, but sections
400.9-315 and 400.9-322 apply with respect to proceeds and prioritiesin proceeds;

(90 An assignment of aright represented by a judgment, other than a judgment
taken on aright to payment that was collateral;

(10) A right of recoupment or set-off, but:

(A) Section 400.9-340 applies with respect to the effectiveness of rights of
recoupment or set-off against deposit accounts; and

(B) Section 400.9-404 applies with respect to defenses or claims of an account
debtor;

(11) Thecreation or transfer of an interest in or lien on real property, including a
lease or rentsthereunder, except to the extent that provision is made for:
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(A) Lienson real property in sections 400.9-203 and 400.9-308;

(B) Fixturesin section 400.9-334;

(C) Fixture filings in sections 400.9-501, 400.9-502, 400.9-512, 400.9-516 and
400.9-519; and

(D) Security agreementscovering personal and real property in section 400.9-604;

(12) Anassignment of aclaim arising in tort, other than a commercial tort claim,
but sections 400.9-315 and 400.9-322 apply with respect to proceeds and priorities in
proceeds;

(13) An assignment of a deposit account in a consumer transaction, but sections
400.9-315 and 400.9-322 apply with respect to proceeds and prioritiesin proceeds; or

(14) An assignment of a claim or right to receive compensation for injuries or
sicknessasdescribed in 26 U.S.C. Section 104(a)(1) or (2), asamended from timeto time;
or

(15) Anassignment of aclaimor right toreceivebenefitsunder aspecial needstrust
asdescribed in 42 U.S.C. Section 1396p(d)(4), as amended from timeto time; or

(16) A transfer by a government or gover nmental subdivision or agency.

400.9-110. A security interest arising under sections 400.2-401, 400.2-505,
400.2-711(3) or 400.2A-508(5) issubject tothisarticle. However, until the debtor obtains
possession of the goods:

(1) Thesecurity interest isenforceable, even if section 400.9-203(b)(3) hasnot been
satisfied;

(2) Filingisnot required to perfect the security interest;

(3) Therights of the secured party after default by the debtor are governed by
article2 or 2A; and

(4) Thesecurity interest haspriority over aconflicting security interest created by
the debtor.

PART 2
EFFECTIVENESS OF SECURITY AGREEMENT;
ATTACHMENT OF SECURITY INTEREST,;
RIGHTSOF PARTIESTO SECURITY AGREEMENT

400.9-201. (a) Except asotherwise provided in chapter 400, a security agreement
iseffectiveaccording toitstermsbetween the parties, against purchasersof thecollateral,
and against creditors.

(b) A transaction subject to this article is subject to any applicable rule of law
which establishes a different rulefor consumers.

(c) In case of conflict between thisarticleand arule of law, statute, or regulation
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described in subsection (b), the rule of law, statute, or regulation controls. Failure to
comply with a statute or regulation described in subsection (b) has only the effect the
statute or regulation specifies.

(d) Thisarticledoesnot:

(1) Validate any rate, charge, agreement, or practice that violates a rule of law,
statute, or regulation described in subsection (b); or

(2) Extend theapplication of theruleof law, statute, or regulation to atransaction
not otherwise subject toit.

400.9-202. Except as otherwise provided with respect to consignmentsor sales of
accounts, chattel paper, payment intangibles, or promissory notes, the provisions of this
article with regard to rights and obligations apply whether title to collateral isin the
secured party or the debtor.

400.9-203. (a) A securityinterest attachestocollateral when it becomesenfor ceable
against thedebtor with respect to the collateral, unless an agreement expressly postpones
the time of attachment.

(b) Except asotherwise provided in subsections(c) through (i), a security interest
isenfor ceable against the debtor and third partieswith respect to the collateral only if:

(1) Valuehasbeen given;

(2) Thedebtor hasrightsin the collateral or the power to transfer rightsin the
collateral to a secured party; and

(3) Oneof thefollowing conditionsis met:

(A) Thedebtor hasauthenticated a security agreement that providesadescription
of the collateral and, if the security interest coverstimber to be cut, a description of the
land concer ned;

(B) The collateral is not a certificated security and is in the possession of the
secured party under section 400.9-313 pursuant to the debtor's security agreement;

(C) The collateral is a certificated security in registered form and the security
certificate hasbeen delivered to the secured party under section 400.8-301 pursuant tothe
debtor's security agreement; or

(D) Thecollateral isdeposit accounts, electronic chattel paper, investment property,
or letter-of-credit rights, and the secured party has control under section 400.9-104,
400.9-105, 400.9-106 or 400.9-107 pursuant to the debtor's security agreement.

(c) Subsection (b) is subject to section 400.4-210 on the security interest of a
collecting bank, section 400.5-118 on the security interest of a letter-of-credit issuer or
nominated person, section 400.9-110 on a security interest arising under article 2 or 2A,
and section 400.9-206 on security interestsin investment property.
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(d) A person becomes bound as debtor by a security agreement entered into by
another person if, by operation of law other than thisarticle or by contract:

(1) The security agreement becomes effective to create a security interest in the
person's property; or

(2) Theperson becomesgenerally obligated for theobligationsof theother person,
including the obligation secured under the security agreement, and acquiresor succeeds
to all or substantially all of the assets of the other person.

(e) If anew debtor becomes bound asdebtor by a security agreement entered into
by another person:

(1) The agreement satisfies subsection (b)(3) with respect to existing or after-
acquired property of the new debtor to the extent the property is described in the
agreement; and

(2) Another agreement isnot necessary to makea security interest in the property
enfor ceable.

(f) Theattachment of a security interest in collateral givesthe secured party the
rights to proceeds provided by section 400.9-315 and is also attachment of a security
interest in a supporting obligation for the collateral.

(g) The attachment of a security interest in aright to payment or performance
secured by asecurity interest or other lien on personal or real property isalso attachment
of a security interest in the security interest, mortgage, or other lien.

(h) Theattachment of a security interest in a securitiesaccount isalso attachment
of a security interest in the security entitlementscarried in the securities account.

(i) Theattachment of a security interest in acommaodity account isalso attachment
of a security interest in the commodity contractscarried in the commodity account.

400.9-204. (a) Except asotherwiseprovided in subsection (b), asecurity agreement
may create or providefor a security interest in after-acquired collateral.

(b) A security interest doesnot attach under aterm constituting an after-acquired
property clauseto:

(1) Consumer goods, other than an accession when given as additional security,
unless the debtor acquires rights in them within ten days after the secured party gives
value; or

(2) A commercial tort claim.

(c) A security agreement may provide that collateral secures, or that accounts,
chattel paper, payment intangibles, or promissory notesaresold in connection with, future
advances or other value, whether or not the advances or value are given pursuant to
commitment.
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400.9-205. (a) A security interest is not invalid or fraudulent against creditors
solely because:

(1) Thedebtor hastheright or ability to:

(A) Use, commingle, or dispose of all or part of the collateral, including returned
or repossessed goods;

(B) Collect, compromise, enforce, or otherwise deal with collateral;

(C) Accept thereturn of collateral or make repossessions; or

(D) Use, commingle, or dispose of proceeds; or

(2) Thesecured party failstorequirethedebtor to account for proceedsor replace
collateral.

(b) This section does not relax the requirements of possession if attachment,
perfection, or enfor cement of a security interest dependsupon possession of the collateral
by the secured party.

400.9-206. (a) A security interest in favor of a securitiesintermediary attachesto
a person's security entitlement if:

(1) The person buys a financial asset through the securities intermediary in a
transaction in which the person is obligated to pay the purchase price to the securities
intermediary at the time of the purchase; and

(2) Thesecuritiesintermediary creditsthefinancial asset to the buyer's securities
account beforethe buyer paysthe securitiesintermediary.

(b) Thesecurityinterest described in subsection (a) securestheperson’'sobligation
to pay for thefinancial asset.

(c) A security interest in favor of a person that delivers a certificated security or
other financial asset represented by a writing attaches to the security or other financial
asset if:

(1) Thesecurity or other financial asset:

(A) Intheordinary courseof businessistransferred by delivery with any necessary
endor sement or assignment; and

(B) Isddivered under an agreement between personsin the business of dealing
with such securities or financial assets; and

(2) Theagreement callsfor delivery against payment.

(d) Thesecurity interest described in subsection (c) securestheobligation to make
payment for the delivery.

400.9-207. (a) Except asotherwiseprovided in subsection (d), asecured party shall
use reasonable care in the custody and preservation of collateral in the secured party's
possession. Inthecaseof chattel paper or an instrument, reasonable careincludestaking
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necessary stepsto preserverightsagainst prior partiesunless otherwise agreed.

(b) Except asotherwiseprovided in subsection (d), if asecured party haspossession
of collateral:

(1) Reasonable expenses, including the cost of insurance and payment of taxes or
other charges,incurred in thecustody, preservation, use, or oper ation of thecollateral are
chargeableto the debtor and are secured by the collateral;

(2) Therisk of accidental lossor damage is on the party having possession of the
collateral;

(3) Thesecured party shall keep the collateral identifiable, but fungible collateral
may be commingled; and

(4) Thesecured party may useor operate the collateral:

(A) For the purpose of preserving thecollateral or itsvalue;

(B) Aspermitted by an order of a court having competent jurisdiction; or

(C) Except in the case of consumer goods, in the manner and to the extent agreed
by the debtor.

(c) Except as otherwise provided in subsection (d), a secured party having
possession of collateral or control of collateral under section 400.9-104, 400.9-105,
400.9-106 or 400.9-107:

(1) May hold asadditional security any proceeds, except money or funds, received
from the collateral;

(2) Shall apply money or fundsreceived from the collateral to reduce the secured
obligation, unlessremitted to the debtor; and

(3) May createa security interest in the collateral.

(d) If thesecured party isabuyer of accounts, chattel paper, payment intangibles,
Or promissory notesor a consignor:

(1) Subsection (a) does not apply unless the secured party is entitled under an
agreement:

(A) Tochargeback uncollected collateral; or

(B) Otherwisetofull or limited recour se against the debtor or a secondary obligor
based on the nonpayment or other default of an account debtor or other obligor on the
collateral; and

(2) Subsections (b) and (c) do not apply.

400.9-208. (a) Thissection appliesto casesin which thereisno outstanding secured
obligation and the secur ed party isnot committed to make advances, incur obligations, or
otherwise give value.

(b) Within ten days after receiving an authenticated demand by the debtor:
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(1) A secured party having control of a deposit account under section
400.9-104(a)(2) shall send to the bank with which the deposit account is maintained an
authenticated statement that r eleasesthebank from any further obligation to comply with
instructions originated by the secured party;

(20 A secured party having control of a deposit account under section
400.9-104(a)(3) shall:

(A) Pay thedebtor the balance on deposit in the deposit account; or

(B) Transfer the balance on deposit into a deposit account in the debtor's name;

(3) A secured party, other than a buyer, having control of electronic chattel paper
under section 400.9-105 shall:

(A) Communicate the authoritative copy of the electronic chattel paper to the
debtor or itsdesignated custodian;

(B) If thedebtor designatesa custodian that isthedesignated custodian with which
theauthoritative copy of the electronic chattel paper ismaintained for the secured party,
communicatetothecustodian an authenticated recor d releasing thedesignated custodian
from any further obligation to comply with instructions originated by the secured party
and instructing the custodian to comply with instructions originated by the debtor; and

(C) Take appropriate action to enable the debtor or its designated custodian to
make copies of or revisionsto the authoritative copy which add or change an identified
assignee of the authoritative copy without the consent of the secured party;

(4) A secured party having control of investment property under section
400.8-106(d)(2) or 400.9-106(b) shall send to the securities intermediary or commodity
intermediary with which the security entitlement or commodity contract ismaintained an
authenticated record that releasesthe securitiesintermediary or commodity inter mediary
from any further obligation to comply with entitlement ordersor directionsoriginated by
the secured party; and

(5) A secured party having control of aletter-of-credit right under section 400.9-107
shall send to each per son having an unfulfilled obligation to pay or deliver proceedsof the
letter of credit to the secured party an authenticated release from any further obligation
to pay or deliver proceeds of the letter of credit to the secured party.

400.9-209. (a) Except asotherwise provided in subsection (c), this section applies
if:

(1) Thereisno outstanding secured obligation; and

(2) The secured party is not committed to make advances, incur obligations, or
otherwise give value.

(b) Within ten days after receiving an authenticated demand by the debtor, a



H.C.S. SB. 288 60

7
8
9
10
11

© 00O NO O WN

WWRNNNNMNNNMNNNNNNRERRERRRERERERPRP P PR
P O OO NNO0OURARWNRPROOWNO®UBD™WNIERERO

secured party shall send to an account debtor that has received notification of an
assignment to the secured party as assignee under section 400.9-406(a) an authenticated
record that releases the account debtor from any further obligation to the secured party.

(c) Thissection doesnot apply toan assignment constituting the sale of an account,
chattel paper, or payment intangible.

400.9-210. (a) In thissection:

(1) "Request” meansarecord of atypedescribed in paragraph (2), (3), or (4);

(2) "Request for an accounting” means a record authenticated by a debtor
requesting that therecipient provide an accounting of the unpaid obligations secured by
collateral and reasonably identifying thetransaction or relationship that isthe subject of
therequest;

(3 "Request regarding a list of collateral” means a record authenticated by a
debtor requesting that therecipient approve or correct alist of what the debtor believes
to be the collateral securing an obligation and reasonably identifying the transaction or
relationship that isthe subject of the request;

(4) "Request regarding a statement of account” meansarecord authenticated by
adebtor requesting that therecipient approveor correct a statement indicating what the
debtor believesto be the aggregate amount of unpaid obligations secured by collateral as
of a specified date and reasonably identifying the transaction or relationship that isthe
subject of the request.

(b) Subject to subsections(c), (d), (e), and (f), a secured party, other than a buyer
of accounts, chattel paper, payment intangibles, or promissory notesor a consignor, shall
comply with a request within fourteen days after receipt:

(1) Inthecaseof arequest for an accounting, by authenticating and sendingtothe
debtor an accounting; and

(2) Inthecase of arequest regarding alist of collateral or a request regarding a
statement of account, by authenticating and sending to the debtor an approval or
correction.

() A secured party that claims a security interest in all of a particular type of
collateral owned by thedebtor may comply with arequest regardingalist of collateral by
sending to the debtor an authenticated record including a statement to that effect within
fourteen days after receipt.

(d) A personthat receivesarequest regardingalist of collateral, claimsnointerest
in thecollateral when it receivestherequest, and claimed an interest in thecollateral at an
earlier timeshall comply with therequest within fourteen daysafter receipt by sendingto
the debtor an authenticated record:
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(1) Disclaiming any interest in the collateral; and

(2) If known to the recipient, providing the name and mailing address of any
assignee of or successor to therecipient's security interest in the collateral.

(e) A person that receives a request for an accounting or a request regarding a
statement of account, claimsnointerest in theobligationswhen it receivestherequest, and
claimed an interest in the obligations at an earlier time shall comply with the request
within fourteen days after receipt by sending to the debtor an authenticated record:

(1) Disclaiming any interest in the obligations; and

(2) If known to the recipient, providing the name and mailing address of any
assignee of or successor to therecipient'sinterest in the obligations.

(f) A debtor is entitled without charge to one response to a request under this
section duringany six-month period. Thesecured party may require payment of acharge
not exceeding twenty-five dollarsfor each additional response.

PART 3
PERFECTION AND PRIORITY

400.9-301. Except asotherwise provided in sections 400.9-303 thr ough 400.9-306,
the following rules determine the law governing perfection, the effect of perfection or
nonperfection, and the priority of a security interest in collateral:

(1) Except as otherwise provided in this section, while a debtor is located in a
jurisdiction, thelocal law of that jurisdiction governs perfection, the effect of perfection
or nonperfection, and the priority of a security interest in collateral;

(2) While collateral islocated in a jurisdiction, the local law of that jurisdiction
governs perfection, the effect of perfection or nonperfection, and the priority of a
possessory security interest in that collateral;

(3) Except as otherwise provided in paragraph (4), while negotiable documents,
goods, instruments, money, or tangible chattel paper islocated in ajurisdiction, the local
law of that jurisdiction governs:

(A) Perfection of a security interest in the goods by filing a fixturefiling;

(B) Perfection of a security interest in timber to be cut; and

(C) Theeffect of perfection or nonperfection and the priority of a nonpossessory
security interest in the collateral;

(4) Thelocal law of thejurisdiction in which thewellhead or minehead islocated
governsperfection, the effect of perfection or nonperfection, and thepriority of a security
interest in as-extracted collateral.

400.9-302. Whilefarm productsarelocated in ajurisdiction, thelocal law of that
jurisdiction gover ns perfection, the effect of perfection or nonperfection, and thepriority
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of an agricultural lien on the farm products.

400.9-303. (a) Thissection appliesto goods covered by a certificate of title, even if
thereisno other relationship between thejurisdiction under whose certificate of titlethe
goods ar e covered and the goods or the debtor.

(b) Goodsbecome covered by a certificate of titlewhen avalid application for the
certificateof titleand theapplicablefeearedelivered totheappropriateauthority. Goods
cease to be covered by a certificate of title at the earlier of thetimethe certificate of title
ceasesto beeffectiveunder thelaw of theissuingjurisdiction or thetimethegoodsbecome
covered subsequently by a certificate of titleissued by another jurisdiction.

() Thelocal law of the jurisdiction under whose certificate of title the goods are
covered governs perfection, the effect of perfection or nonperfection, and the priority of
asecurity interest in goods cover ed by a certificate of titlefrom thetimethe goods become
covered by the certificate of title until the goods cease to be covered by the certificate of
title.

400.9-304. (a) Thelocal law of a bank'sjurisdiction governs perfection, the effect
of perfection or nonperfection, and the priority of a security interest in a deposit account
maintained with that bank.

(b) Thefollowing rulesdetermineabank'sjurisdiction for purposes of this part:

(1) If an agreement between thebank and thedebtor gover ningthedeposit account
expressly providesthat a particular jurisdiction isthebank'sjurisdiction for purposes of
thispart, thisarticle, or chapter 400, that jurisdiction isthe bank'sjurisdiction;

(2) If paragraph (1) does not apply and an agreement between the bank and its
customer gover ningthedeposit account expressly providesthat theagreement isgoverned
by thelaw of a particular jurisdiction, that jurisdiction isthe bank'sjurisdiction;

(3) If neither paragraph (1) nor paragraph (2) appliesand an agreement between
the bank and its customer governing the deposit account expressly provides that the
deposit account ismaintained at an officein a particular jurisdiction, that jurisdiction is
the bank'sjurisdiction;

(4) If none of the preceding paragraphs applies, the bank's jurisdiction is the
jurisdiction in which the officeidentified in an account statement asthe office serving the
customer'saccount islocated;

(5) If none of the preceding paragraphs applies, the bank's jurisdiction is the
jurisdiction in which the chief executive office of the bank islocated.

400.9-305. (a) Except asotherwise provided in subsection (c), the following rules
apply:

(1) While a security certificate is located in a jurisdiction, the local law of that
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jurisdiction gover ns perfection, the effect of perfection or nonperfection, and thepriority
of a security interest in the certificated security represented thereby;

(2) The local law of the issuer's jurisdiction as specified in section 400.8-110(d)
governsperfection, theeffect of perfection or nonperfection, and thepriority of asecurity
interest in an uncertificated security;

(3) Thelocal law of thesecuritiesintermediary'sjurisdiction asspecified in section
400.8-110(e) gover nsperfection, the effect of perfection or nonperfection, and thepriority
of a security interest in a security entitlement or securities account;

(4) Thelocal law of thecommodity intermediary'sjurisdiction gover nsperfection,
the effect of perfection or nonperfection, and the priority of a security interest in a
commodity contract or commodity account.

(b) The following rules deter mine a commodity intermediary's jurisdiction for
purposes of this part:

(1) If an agreement between thecommaodity inter mediary and commodity customer
gover ning the commodity account expressly providesthat a particular jurisdiction isthe
commodity intermediary'sjurisdiction for purposes of this part, thisarticle, or chapter
400, that jurisdiction isthe commodity intermediary'sjurisdiction;

(2) If paragraph (1) does not apply and an agreement between the commodity
intermediary and commodity customer governing the commodity account expressy
provides that the agreement is governed by the law of a particular jurisdiction, that
jurisdiction isthe commodity intermediary'sjurisdiction;

(3) If neither paragraph (1) nor paragraph (2) appliesand an agreement between
thecommodity intermediary and commodity customer gover ning the commaodity account
expressly provides that the commodity account is maintained at an officein a particular
jurisdiction, that jurisdiction isthe commodity intermediary'sjurisdiction;

(4) If none of the preceding paragraphs applies, the commodity intermediary's
jurisdiction isthejurisdiction in which the officeidentified in an account statement asthe
office serving the commodity customer's account is located;

(5) If none of the preceding paragraphs applies, the commodity intermediary's
jurisdiction is the jurisdiction in which the chief executive office of the commodity
intermediary islocated.

(c) Thelocal law of thejurisdiction in which the debtor islocated governs.

(1) Perfection of a security interest in investment property by filing;

(2) Automatic perfection of a security interest in investment property created by
abroker or securitiesintermediary; and

(3 Automatic perfection of a security interest in a commodity contract or
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commodity account created by a commodity intermediary.

400.9-306. (a) Subject to subsection (c), thelocal law of theissuer'sjurisdiction or
a nominated person's jurisdiction governs perfection, the effect of perfection or
nonperfection, and thepriority of asecurity interestin aletter-of-creditright if theissuer's
jurisdiction or nominated person'sjurisdiction isa state.

(b) For purposes of this part, an issuer's jurisdiction or nominated person's
jurisdiction isthejurisdiction whose law governstheliability of theissuer or nominated
person with respect to the letter-of-credit right as provided in section 400.5-116.

(c) Thissection does not apply to a security interest that is perfected only under
section 400.9-308(c).

400.9-307. (a) In thissection, " place of business® means a place where a debtor
conductsits affairs.

(b) Except as otherwise provided in this section, the following rules determine a
debtor'slocation:

(1) A debtor whoisanindividual islocated at theindividual'sprincipal residence;

(2) A debtor that isan organization and has only one place of businessis located
at its place of business,

(3) A debtor that is an organization and has more than one place of businessis
located at its chief executive office.

(c) Subsection (b) appliesonly if a debtor's residence, place of business, or chief
executive office, as applicable, is located in a jurisdiction whose law generally requires
information concerning the existence of a nonpossessory security interest to be made
generally availablein afiling, recording, or registration system asa condition or result of
the security interest's obtaining priority over therightsof alien creditor with respect to
the collateral. If subsection (b) does not apply, the debtor islocated in the District of
Columbia.

(d) A person that ceases to exist, have a residence, or have a place of business
continuesto belocated in thejurisdiction specified by subsections (b) and (c).

(e) A registered organization that isorganized under the law of a state islocated
in that state.

(f) Except asotherwise provided in subsection (i), aregistered organization that is
organized under thelaw of the United Statesand a branch or agency of a bank that isnot
organized under thelaw of the United States or a state are located:

(1) Inthestatethat thelaw of the United States designates, if the law designatesa
state of location;

(2) Inthestatethat theregistered or ganization, branch, or agency designates, if the
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law of the United States authorizes the registered organization, branch, or agency to
designate its state of location; or

(3) IntheDistrict of Columbia, if neither paragraph (1) nor paragraph (2) applies.

(g) A registered organization continuesto belocated in the jurisdiction specified
by subsection (e) or (f) notwithstanding:

(1) Thesuspension, revocation, forfeiture, or lapseof theregistered organization's
statusas such in itsjurisdiction of organization; or

(2) Thedissolution, winding up, or cancellation of the existence of the registered
organization.

(h) TheUnited Statesislocated in the District of Columbia.

(i) A branch or agency of abank that isnot organized under thelaw of the United
States or a state is located in the state in which the branch or agency is licensed, if all
branches and agencies of the bank arelicensed in only one state.

() A foreign air carrier under the Federal Aviation Act of 1958, as amended, is
located at thedesignated office of theagent upon which service of processmay bemadeon
behalf of thecarrier.

(k) Thissection appliesonly for purposes of thispart.

400.9-308. (a) Except asotherwise provided in thissection and section 400.9-309,
asecurity interest isperfected if it hasattached and all of the applicablerequirementsfor
per fection in sections400.9-310 through 400.9-316 have been satisfied. A security interest
isperfected whenit attachesif theapplicablerequirementsaresatisfied beforethesecurity
interest attaches.

(b) An agricultural lien is perfected if it has become effective and all of the
applicable requirements for perfection in section 400.9-310 have been satisfied. An
agricultural lien isperfected when it becomes effectiveif theapplicablerequirementsare
satisfied beforethe agricultural lien becomes effective.

(c) A securityinterest or agricultural lien isperfected continuoudly ifitisoriginally
perfected by onemethod under thisarticleand islater perfected by another method under
thisarticle, without an intermediate period when it was unperfected.

(d) Perfection of asecurity interest in collateral also perfectsa security interest in
a supporting obligation for the collateral.

(e) Perfection of a security interest in a right to payment or performance also
perfectsasecurity interest in asecurity inter est, mortgage, or other lien on personal or real
property securing theright.

(f) Perfection of a security interest in a securities account also perfectsa security
interest in the security entitlementscarried in the securities account.
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(g) Perfection of asecurity interest in acommodity account also perfectsa security
interest in the commodity contracts carried in the commodity account.

400.9-309. Thefollowing security interests are perfected when they attach:

(1) A purchase-money security interest in consumer goods, except as otherwise
provided in section 400.9-311(b) with respect to consumer goods that are subject to a
statute or treaty described in section 400.9-311(a);

(2) An assignment of accounts or payment intangibles which does not by itself or
in conjunction with other assignmentsto the same assignee transfer a significant part of
the assignor's outstanding accounts or payment intangibles,

(3) A saleof apayment intangible;

(4) A saleof apromissory note;

(5 A security interest created by the assgnment of a health-care-insurance
receivableto the provider of the health-care goodsor services,

(6) A security interest arising under section 400.2-401, 400.2-505, 400.2-711(3) or
400.2A-508(5), until the debtor obtains possession of the collateral;

(7) A security interest of a collecting bank arising under section 400.4-210;

(8 A security interest of an issuer or nominated person arising under section
400.5-118;

(9) A security interest arising in the delivery of a financial asset under section
400.9-206(c);

(10) A security interest in investment property created by a broker or securities
intermediary;

(11) A security interest in a commodity contract or a commodity account created
by a commodity intermediary;

(12) Anassignment for thebenefit of all creditorsof thetransferor and subsequent
transfers by the assignee thereunder; and

(13) A security interest created by an assignment of a beneficial interest in a
decedent's estate.

400.9-310. (a) Except asotherwise provided in subsection (b) and section 400.9-
312(b), afinancing statement must befiled to perfect all security interestsand agricultural
liens.

(b) Thefiling of afinancing statement isnot necessary to perfect asecurity inter est:

(1) That isperfected under section 400.9-308(c), (d), (e) or (f);

(2) That isperfected under section 400.9-309 when it attaches;

(3) In property subject to a statute, regulation, or treaty described in section
400.9-311(a);
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(4) In goods in possession of a bailee which is perfected under section
400.9-312(d)(2) or (2);

(5) Incertificated securities, documents, goods, or instrumentswhich is perfected
without filing or possession under section 400.9-312(e), (f), or (g);

(6) Incollateral in the secured party's possession under section 400.9-313;

(7) Inacertificated security which isperfected by delivery of thesecurity certificate
to the secured party under section 400.9-313;

(8) In deposit accounts, electronic chattel paper, investment property, or letter-of-
credit rightswhich is perfected by control under section 400.9-314;

(9) In proceedswhich is perfected under section 400.9-315; or

(10) That is perfected under section 400.9-316.

(c) If asecured party assigns a perfected security interest or agricultural lien, a
filing under this article is not required to continue the perfected status of the security
interest against creditors of and transferees from the original debtor.

400.9-311. (a) Except as otherwise provided in subsection (d), the filing of a
financing statement is not necessary or effectiveto perfect a security interest in property
subject to:

(1) A statute, regulation, or treaty of the United States whose requirementsfor a
security interest's obtaining priority over therightsof alien creditor with respect to the
property preempt section 400.9-310(a);

(2) Sections301.600 to 301.661 and section 400.2A-304; or

(3) A certificate-of-titlestatuteof another jurisdiction which providesfor asecurity
interest to beindicated on the certificate asa condition or result of the security interest's
obtaining priority over therightsof alien creditor with respect to the property.

(b) Compliancewith therequirementsof a statute, regulation, or treaty described
in subsection (a) for obtainingpriority over therightsof alien creditor isequivalent tothe
filing of a financing statement under this article. Except as otherwise provided in
subsection (d) and sections 400.9-313 and 400.9-316(d) and (e) for goods covered by a
certificate of title, a security interest in property subject to a statute, regulation, or treaty
described in subsection (a) may be perfected only by compliancewith thoserequirements,
and asecurity interest so perfected remains perfected notwithstanding achangein theuse
or transfer of possession of the collateral.

(c) Except asotherwiseprovided in subsection (d) and section 400.9-316(d) and (e),
duration and renewal of perfection of asecurity interest perfected by compliancewith the
requirementsprescribed by a statute, regulation, or treaty described in subsection (a) are
governed by the statute, regulation, or treaty. In other respects, the security interest is
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subject tothisarticle.

(d) During any period in which collateral isinventory held for sale or lease by a
person or leased by that person aslessor and that person isin the business of selling or
leasing goodsof that kind, thissection doesnot apply toasecurity interest in that collater al
created by that person as debtor.

400.9-312. (a) A security interest in chattel paper, negotiable documents,
instruments, or investment property may be perfected by filing.

(b) Except asotherwise provided in section 400.9-315(c) and (d) for proceeds:

(1) A security interest in adeposit account may be perfected only by control under
section 400.9-314;

(2) And except asotherwise provided in section 400.9-308(c), a security interest in
a letter-of-credit right may be perfected only by control under section 400.9-314; and

(3) A securityinterestin money may beperfected only by thesecured party'staking
possession under section 400.9-313.

(c) While goods are in the possession of a bailee that has issued a negotiable
document covering the goods:

(1) A security interest in the goods may be perfected by perfecting a security
interest in the document; and

(2) A security interest perfected in the document has priority over any security
interest that becomes perfected in the goods by another method during that time.

(d) While goods arein the possession of a bailee that hasissued a nonnegotiable
document covering the goods, a security interest in the goods may be perfected by:

(1) I'ssuance of a document in the name of the secured party;

(2) Thebailee'sreceipt of notification of the secured party'sinterest; or

(3) Filingastothe goods.

(e) A security interest in certificated securities, negotiable documents, or
instrumentsis perfected without filing or the taking of possession for a period of twenty
days from the time it attaches to the extent that it arises for new value given under an
authenticated security agreement.

(f) A perfected security interest in anegotiable document or goodsin possession of
a bailee, other than one that has issued a negotiable document for the goods, remains
perfected for twenty dayswithout filing if the secur ed party makesavailableto the debtor
the goods or documentsrepresenting the goods for the purpose of:

(1) Ultimate sale or exchange; or

(2) Loading, unloading, storing, shipping, transshipping, manufacturing,
processing, or otherwise dealing with them in a manner preliminary to their sale or
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exchange.

(g) A perfected security interest in a certificated security or instrument remains
perfected for twenty dayswithout filingif thesecured party deliver sthesecurity certificate
or instrument to the debtor for the purpose of:

(1) Ultimate sale or exchange; or

(2) Presentation, collection, enforcement, renewal, or registration of transfer.

(h) After the twenty-day period specified in subsection (e), (f), or (g) expires,
perfection depends upon compliance with thisarticle.

400.9-313. (a) Except asotherwiseprovided in subsection (b), a secured party may
perfect asecurity inter est in negotiabledocuments, goods, instr uments, money, or tangible
chattel paper by taking possession of thecollateral. A secured party may perfect asecurity
interest in certificated securities by taking delivery of the certificated securities under
section 400.8-301.

(b) With respect to goods covered by a certificate of title issued by this state, a
secur ed party may perfect asecurity interest in thegoodsby taking possession of the goods
only in the circumstances described in section 400.9-316(d).

(c) With respect to collateral other than certificated securities and goods covered
by a document, a secured party takes possession of collateral in the possession of a person
other than thedebtor, thesecured party, or alesseeof thecollateral from thedebtor inthe
ordinary cour se of the debtor's business, when:

(1) The person in possession authenticates a record acknowledging that it holds
possession of the collateral for the secured party's benefit; or

(2) Theperson takespossession of thecollateral after havingauthenticated arecord
acknowledging that it will hold possession of collateral for the secured party's benefit.

(d) If perfection of a security interest dependsupon possession of the collateral by
a secured party, perfection occurs no earlier than the time the secured party takes
possession and continues only while the secured party retains possession.

(e) A security interest in a certificated security in registered form is perfected by
delivery when delivery of the certificated security occurs under section 400.8-301 and
remainsperfected by delivery until thedebtor obtainspossession of thesecurity certificate.

(f) A personin possession of collateral isnot required to acknowledgethat it holds
possession for a secured party's benefit.

(g) If aperson acknowledgesthat it holdspossession for thesecur ed party'sbenefit:

(1) Theacknowledgment is effective under subsection (c) or section 400.8-301(a),
even if the acknowledgment violatesthe rights of a debtor; and

(2) Unless the person otherwise agrees or law other than this article otherwise
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provides, the person does not owe any duty to the secured party and is not required to
confirm the acknowledgment to another person.

(h) A secured party having possession of collateral doesnot relinquish possession
by delivering the collateral to a person other than the debtor or a lessee of the collateral
fromthedebtor intheordinary cour seof thedebtor'sbusinessif the per son wasinstructed
beforethe delivery or isinstructed contemporaneousy with the delivery:

(1) Tohold possession of the collateral for the secured party's benefit; or

(2) Toreddiver thecollateral to the secured party.

(i) A secured party does not relinquish possession, even if a delivery under
subsection (h) violates the rights of a debtor. A person to which collateral is delivered
under subsection (h) does not owe any duty to the secured party and is not required to
confirm the delivery to another person unless the person otherwise agrees or law other
than thisarticle otherwise provides.

400.9-314. (a) A security interest in investment property, deposit accounts, letter-
of-credit rights, or electronic chattel paper may be perfected by control of the collateral
under section 400.9-104, 400.9-105, 400.9-106 or 400.9-107.

(b) A security interest in deposit accounts, electronic chattel paper, or letter-of-
credit rightsisperfected by control under section 400.9-104, 400.9-105 or 400.9-107 when
the secured party obtainscontrol and remains per fected by control only whilethe secured
party retains control.

(c) A security interest in investment property isperfected by control under section
400.9-106 from thetimethe secur ed party obtainscontr ol and remainsperfected by control
until:

(1) Thesecured party does not have control; and

(2) Oneof thefollowing occurs:

(A) If thecollateral isacertificated security, thedebtor hasor acquirespossession
of the security certificate;

(B) If the collateral is an uncertificated security, the issuer has registered or
registersthe debtor astheregistered owner; or

(C) If the collateral is a security entitlement, the debtor is or becomes the
entitlement holder.

400.9-315. (a) Except as otherwise provided in this article and in section
400.2-403(2):

(1) A security interest or agricultural lien continuesin collateral notwithstanding
sale, lease, license, exchange, or other disposition thereof unless the secured party
authorized in writing the disposition free of the security interest or agricultural lien; and
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(2) A security interest attachesto any identifiable proceeds of collateral.

(b) Proceedsthat are commingled with other property are identifiable proceeds:

(1) If the proceeds are goods, to the extent provided by section 400.9-336; and

(2) If theproceedsarenot goods, to the extent that the secured party identifiesthe
proceeds by a method of tracing, including application of equitable principles, that is
permitted under law other than this article with respect to commingled property of the
typeinvolved.

(c) A security interest in proceeds is a perfected security interest if the security
interest in the original collateral was perfected.

(d) A perfected security interest in proceeds becomes unperfected on the twenty-
first day after the security interest attachesto the proceeds unless:

(1) Thefollowing conditions are satisfied:

(A) A filed financing statement coversthe original collateral;

(B) The proceeds are collateral in which a security interest may be perfected by
filing in the officein which the financing statement has been filed; and

(C) Theproceedsarenot acquired with cash proceeds;

(2) Theproceedsareidentifiable cash proceeds; or

(3) Thesecurity interest in the proceedsis perfected other than under subsection
(c) when the security interest attachesto the proceeds or within twenty days thereafter.

(e) If afiled financing statement coversthe original collateral, a security interest
in proceeds which remains perfected under subsection (d)(1) becomes unperfected at the
later of:

(1) When the effectiveness of the filed financing statement lapses under section
400.9-515 or isterminated under section 400.9-513; or

(2) Thetwenty-first day after the security interest attachesto the proceeds.

400.9-316. (a) A security interest perfected pursuant tothelaw of thejurisdiction
designated in section 400.9-301(1) or 400.9-305(c) remains perfected until the earliest of:

(1) Thetime perfection would have ceased under thelaw of that jurisdiction;

(2) Theexpiration of four monthsafter achangeof thedebtor'slocation toanother
jurisdiction; or

(3) Theexpiration of oneyear after atransfer of collateral toaperson that thereby
becomes a debtor and islocated in another jurisdiction.

(b) If asecurity interest described in subsection (a) becomes perfected under the
law of the other jurisdiction beforetheearliest timeor event described in that subsection,
it remains perfected thereafter. If the security interest does not become perfected under
thelaw of the other jurisdiction beforethe earliest time or event, it becomes unperfected
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and is deemed never to have been perfected as against a purchaser of the collateral for
value.

(c) A possessory security interest in collateral, other than goods covered by a
certificate of title and as-extracted collateral consisting of goods, remains continuously
perfected if:

(1) Thecollateral islocated in onejurisdiction and subject to a security interest
perfected under thelaw of that jurisdiction;

(2) Thereafter the collateral isbrought into another jurisdiction; and

(3 Upon entry intotheother jurisdiction, the security interest is perfected under
thelaw of the other jurisdiction.

(d) Except as otherwise provided in subsection (€), a security interest in goods
cover ed by acertificate of titlewhich isperfected by any method under the law of another
jurisdiction when the goodsbecome cover ed by a certificateof titlefrom thisstateremains
perfected until the security interest would have become unperfected under the law of the
other jurisdiction had the goods not become so cover ed.

(e) A security interest described in subsection (d) becomes unper fected as against
apurchaser of thegoodsfor value and is deemed never to have been perfected asagainst
a purchaser of the goods for value if the applicable requirements for perfection under
section 400.9-311(b) or 400.9-313 are not satisfied beforethe earlier of:

(1) Thetimethesecurity inter est would have become unper fected under thelaw of
the other jurisdiction had the goods not become covered by a certificate of titlefrom this
state; or

(2) Theexpiration of four months after the goods had become so covered.

(f) A security interest in deposit accounts, letter-of-credit rights, or investment
property which is perfected under the law of the bank's jurisdiction, the issuer's
jurisdiction, anominated person'sjurisdiction, the securitiesintermediary'sjurisdiction,
or the commodity intermediary's jurisdiction, as applicable, remains perfected until the
earlier of:

(1) Thetimethesecurity interest would have become unper fected under thelaw of
that jurisdiction; or

(2) Theexpiration of four months after a change of the applicable jurisdiction to
another jurisdiction.

(g) If asecurity interest described in subsection (f) becomesper fected under thelaw
of theother jurisdiction beforetheearlier of thetimeor theend of theperiod described in
that subsection, it remains perfected thereafter. If the security interest does not become
perfected under thelaw of the other jurisdiction beforetheearlier of that timeor theend
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of that period, it becomes unperfected and is deemed never to have been perfected as
against a purchaser of the collateral for value.

400.9-317. (a) An unperfected security interest or agricultural lien issubordinate
totherightsof:

(1) A person entitled to priority under section 400.9-322; and

(2) A personthat becomesalien creditor beforetheearlier of thetimethesecurity
interest or agricultural lien isperfected or afinancing statement coveringthecollateral is
filed.

(b) Except as otherwise provided in subsection (e), a buyer, other than a secured
party, of tangible chattel paper, documents, goods, instruments, or a security certificate
takes free of a security interest or agricultural lien if the buyer gives value and receives
delivery of thecollater al without knowledgeof thesecurity interest or agricultural lienand
beforeit is perfected.

(c) Except asotherwise provided in subsection (€), a lessee of goodstakesfreeof a
security interest or agricultural lien if the lessee gives value and receives delivery of the
collateral without knowledge of the security interest or agricultural lien and beforeit is
perfected.

(d) A licensee of a general intangible or a buyer, other than a secured party, of
accounts, electronic chattel paper, general intangibles, or investment property other than
a certificated security takesfree of a security interest if the licensee or buyer givesvalue
without knowledge of the security interest and beforeit is perfected.

(e) Except asotherwise provided in sections 400.9-320 and 400.9-321, if a person
files a financing statement with respect to a purchase-money security interest before or
within twenty daysafter thedebtor receivesdelivery of thecollateral, the security interest
takes priority over therights of a buyer, lessee, or lien creditor which arise between the
time the security interest attaches and the time of filing.

400.9-318. (a) A debtor that hassold an account, chattel paper, payment intangible,
or promissory note does not retain alegal or equitableinterest in the collateral sold.

(b) For purposesof deter miningtherightsof creditor sof, and purchaser sfor value
of an account or chattel paper from, a debtor that has sold an account or chattel paper,
whilethe buyer'ssecurity interest isunperfected, the debtor isdeemed to haverightsand
title to the account or chattel paper identical to thosethe debtor sold.

400.9-319. (a) Except as otherwise provided in subsection (b), for purposes of
determiningtherightsof creditor sof, and purchaser sfor valueof goodsfrom, aconsignee,
while the goods are in the possession of the consignee, the consignee is deemed to have
rightsand titleto the goodsidentical to those the consignor had or had power totransfer.
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(b) For purposes of determining therights of a creditor of a consignee, law other
than this article determines the rights and title of a consignee while goods are in the
consignee's possession if, under this part, a perfected security interest held by the
consignor would have priority over therightsof the creditor.

400.9-320. (a) Except asotherwise provided in subsection (e), abuyer in ordinary
cour se of business, other than a person buying farm products from a person engaged in
farming operations, takes free of a security interest created by the buyer's seller, even if
the security interest is perfected and the buyer knows of its existence.

(b) Except asotherwiseprovided in subsection (e), abuyer of goodsfrom a person
who used or bought the goods for use primarily for personal, family, or household
purposestakesfree of a security interest, even if perfected, if the buyer buys:

(1) Without knowledge of the security interest;

(2) For value;

(3) Primarily for the buyer's personal, family, or household purposes; and

(4) Beforethefiling of afinancing statement covering the goods.

(c) Totheextent that it affectsthe priority of a security interest over a buyer of
goodsunder subsection (b), the period of effectiveness of afiling madein thejurisdiction
in which the seller islocated is governed by section 400.9-316(a) and (b).

(d) A buyer inordinary course of businessbuyingail, gas, or other mineralsat the
wellhead or minehead or after extraction takes free of an interest arising out of an
encumbrance.

(e) Subsections(a) and (b) donot affect asecurity interest in goodsin the possession
of the secured party under section 400.9-313.

400.9-321. (a) Inthissection, "licenseein ordinary course of business' means a
person that becomes a licensee of a general intangible in good faith, without knowledge
that the license violates the rights of another person in the general intangible, and in the
ordinary cour sefrom aperson in thebusinessof licensing general intangiblesof that kind.
A person becomes a licenseein the ordinary course if the license to the person comports
with the usual or customary practices in the kind of business in which the licensor is
engaged or with thelicensor'sown usual or customary practices.

(b) A licenseein ordinary courseof businesstakesitsrightsunder a nonexclusive
license free of a security interest in the general intangible created by thelicensor, even if
the security interest is perfected and the licensee knows of its existence.

(c) A lesseein ordinary course of business takes its leasehold interest free of a
security interest in the goods cr eated by thelessor, even if thesecurity interest isperfected
and the lessee knows of its existence.
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400.9-322. (a) Except as otherwise provided in this section, priority among
conflicting security interests and agricultural liensin the same collateral is determined
according to thefollowing rules:

(1) Conflicting perfected security interests and agricultural liensrank according
topriority intimeof filing or perfection. Priority datesfromtheearlier of thetimeafiling
covering the collateral is first made or the security interest or agricultural lien is first
perfected, if thereisno period thereafter when thereisneither filing nor perfection.

(2) A perfected security interest or agricultural lien haspriority over a conflicting
unperfected security interest or agricultural lien.

(3) Thefirst security interest or agricultural lien to attach or become effective has
priority if conflicting security interestsand agricultural liens are unperfected.

(b) For the purposes of subsection (a)(1):

(1) Thetimeof filing or perfection asto a security interest in collateral isalso the
time of filing or perfection asto a security interest in proceeds; and

(2) Thetimeof filing or perfection asto a security interest in collateral supported
by asupporting obligation isalso thetimeof filing or perfection astoa security interest in
the supporting obligation.

(c) Except asotherwise provided in subsection (f), a security interest in collateral
which qualifies for priority over a conflicting security interest under section 400.9-327,
400.9-328, 400.9-329, 400.9-330 or 400.9-331 also has priority over a conflicting security
interest in:

(1) Any supporting obligation for the collateral; and

(2) Proceedsof the collateral if:

(A) Thesecurity interest in proceedsis perfected;

(B) The proceeds are cash proceeds or of the sametype asthe collateral; and

(C) Inthecaseof proceedsthat are proceedsof proceeds, all intervening proceeds
ar e cash proceeds, proceedsof thesametypeasthecollateral, or an account relatingtothe
collateral.

(d) Subject to subsection (e) and except as otherwise provided in subsection (f), if
a security interest in chattel paper, deposit accounts, negotiable documents, instruments,
investment property, or letter-of-credit rightsis perfected by a method other than filing,
conflicting perfected security interests in proceeds of the collateral rank according to
priority in time of filing.

(e) Subsection (d) applies only if the proceeds of the collateral are not cash
proceeds, chattel paper, negotiabledocuments, instruments, investment property, or letter-
of-credit rights.
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(f) Subsections (a) through (e) are subject to:

(1) Subsection (g) and the other provisions of thispart;

(2) Section 400.4-210 with respect to a security interest of a collecting bank;

(3) Section 400.5-118 with respect to a security interest of an issuer or nominated
person; and

(4) Section 400.9-110 with respect to a security interest arising under article 2 or
2A.

(g) A perfected agricultural lien on collateral haspriority over aconflictingsecurity
interestinor agricultural lien on thesamecollateral if thestatutecreatingtheagricultural

lien so provides.

400.9-323. (a) Except as otherwise provided in subsection (c), for purposes of
determining the priority of a perfected security interest under section 400.9-322(a)(1),
perfection of thesecurity interest datesfrom thetimean advanceismadetotheextent that
the security interest secures an advance that:

(1) Ismadewhilethe security interest is perfected only:

(A) Under section 400.9-309 when it attaches; or

(B) Temporarily under section 400.9-312(e), (f), or (g); and

(2) Isnot made pursuant toacommitment entered into beforeor whilethesecurity
interest is perfected by a method other than under section 400.9-309 or 400.9-312(e), (f),
or (9).

(b) Except asotherwiseprovided in subsection (c), asecurity interest issubor dinate
totherightsof aperson that becomesalien creditor whilethesecurity interest isperfected
only totheextent that it securesadvancesmademor ethan forty-fivedaysafter the person
becomesalien creditor unlessthe advanceis made:

(1) Without knowledge of the lien; or

(2) Pursuant to a commitment entered into without knowledge of thelien.

(c) Subsections (a) and (b) do not apply to a security interest held by a secured
party that isa buyer of accounts, chattel paper, payment intangibles, or promissory notes
or aconsignor.

(d) Except asotherwise provided in subsection (€), a buyer of goods other than a
buyer in ordinary cour se of businesstakes free of a security interest to the extent that it
secur es advances made after the earlier of:

(1) Thetimethe secured party acquires knowledge of the buyer's purchase; or

(2) Forty-five daysafter the purchase.

(e) Subsection (d) doesnot apply if theadvanceismade pur suant to a commitment
entered into without knowledge of the buyer's purchase and befor e the expiration of the
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forty-five-day period.

(f) Except asotherwise provided in subsection (g), a lessee of goods, other than a
lesseein ordinary courseof business, takestheleasehold interest freeof a security interest
to the extent that it secures advances made after the earlier of:

(1) Thetimethe secured party acquires knowledge of the lease; or

(2) Forty-five daysafter the lease contract becomes enfor ceable.

(g) Subsection (f) doesnot apply if theadvanceismade pursuant to a commitment
enter ed into without knowledge of theleaseand beforethe expiration of theforty-five-day
period.

400.9-324. (a) Except asotherwiseprovided in subsection (g), aperfected pur chase-
money security interest in goods other than inventory or livestock has priority over a
conflicting security interest in thesamegoods, and, except asother wiseprovided in section
400.9-327, a perfected security interest in itsidentifiable proceedsalso haspriority, if the
purchase-money security interest is perfected when the debtor receives possession of the
collateral or within twenty daysthereafter.

(b) Subject to subsection (c) and except as otherwise provided in subsection (g), a
perfected purchase-money security interest in inventory has priority over a conflicting
security interest in the sameinventory, haspriority over a conflicting security interest in
chattel paper or an instrument constituting proceeds of theinventory and in proceeds of
thechattel paper, if soprovided in section 400.9-330, and, except asotherwiseprovided in
section 400.9-327, also has priority in identifiable cash proceeds of the inventory to the
extent theidentifiable cash proceedsarereceived on or beforethedelivery of theinventory
to a buyer, if:

(1) The purchase-money security interest is perfected when the debtor receives
possession of theinventory;

(2) Thepurchase-money secured party sends an authenticated notification to the
holder of the conflicting security interest;

(3) Theholder of the conflicting security interest receives the notification within
five year s before the debtor receives possession of the inventory; and

(4) Thenotification statesthat the person sending the notification has or expects
toacquireapurchase-money security interest in inventory of thedebtor and describesthe
inventory.

(c) Subsections(b)(2) through (4) apply only if theholder of theconflicting security
interest had filed a financing statement covering the same types of inventory:

(1) If thepurchase-money security interest isperfected by filing, befor ethe date of
thefiling; or



H.C.S. SB. 288 78

28
29
30
31
32
33
34
35
36
37
38
39
40
4
42
43
a4
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63

(2) If thepurchase-money security interest istemporarily perfected without filing
or possession under section 400.9-312(f), before the beginning of the twenty-day period
thereunder.

(d) Subject to subsection (e) and except as otherwise provided in subsection (g), a
perfected purchase-money security interest in livestock that arefarm productshaspriority
over aconflicting security interest in thesamelivestock, and, except asotherwise provided
in section 400.9-327, a perfected security interest in their identifiable proceeds and
identifiable productsin their unmanufactured statesalso has priority, if:

(1) The purchase-money security interest is perfected when the debtor receives
possession of the livestock;

(2) The purchase-money secured party sends an authenticated notification to the
holder of the conflicting security interest;

(3) Theholder of theconflicting security interest recelvesthenotification within six
months befor e the debtor receives possession of the livestock; and

(4) Thenotification statesthat the person sending the notification has or expects
to acquirea purchase-money security interest in livestock of the debtor and describesthe
livestock.

(e) Subsections(d)(2) through (4) apply only if theholder of the conflicting security
interest had filed a financing statement covering the same types of livestock:

(1) If thepurchase-money security interest isperfected by filing, befor ethe date of
thefiling; or

(2) If thepurchase-money security interest istemporarily perfected without filing
or possession under section 400.9-312(f), before the beginning of the twenty-day period
thereunder.

(f) Except as otherwise provided in subsection (g), a perfected purchase-money
security interest in software has priority over a conflicting security interest in the same
collateral, and, except as otherwise provided in section 400.9-327, a perfected security
interest initsidentifiable proceedsalsohaspriority, totheextent that the pur chase-money
security interest in thegoodsin which the softwarewasacquired for usehaspriorityinthe
goods and proceeds of the goods under this section.

(g) If morethan one security interest qualifies for priority in the same collateral
under subsection (a), (b), (d), or (f):

(1) A security interest securing an obligation incurred asall or part of the price of
thecollateral haspriority over asecurity inter est securingan obligation incurred for value
given to enable the debtor to acquirerightsin or the use of collateral; and

(2) In all other cases, section 400.9-322(a) applies to the qualifying security
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400.9-325. (a) Except asotherwise provided in subsection (b), a security interest
created by a debtor issubordinateto a security interest in the same collateral created by
another person if:

(1) Thedebtor acquired thecollateral subject tothesecurity interest created by the
other person;

(2) Thesecurity interest created by theother per son wasper fected when thedebtor
acquired the collateral; and

(3) Thereisno period thereafter when the security interest isunperfected.

(b) Subsection (a) subordinates a security interest only if the security interest:

(1) Otherwisewould have priority solely under section 400.9-322(a) or 400.9-324;
or

(2) Arosesolely under section 400.2-711(3) or 400.2A-508(5).

400.9-326. (a) Subject tosubsection (b), asecurity interest created by anew debtor
which is perfected by a filed financing statement that is effective solely under section
400.9-508 in collateral in which a new debtor has or acquiresrightsis subordinate to a
security interest in the same collateral which is perfected other than by afiled financing
statement that is effective solely under section 400.9-508.

(b) The other provisions of this part determine the priority among conflicting
security interestsin the same collateral perfected by filed financing statements that are
effective solely under section 400.9-508. However, if the security agreementsto which a
new debtor becamebound asdebtor werenot entered into by thesameoriginal debtor, the
conflicting security interestsrank accordingto priority in timeof thenew debtor'shaving
become bound.

400.9-327. Thefollowingrulesgovern priority among conflicting security inter ests
in the same deposit account:

(1) A securityinterest held by asecured party having control of thedeposit account
under section 400.9-104 haspriority over a conflicting security interest held by a secured
party that does not have control.

(2) Except as otherwise provided in paragraphs (3) and (4), security interests
perfected by control under section 400.9-314 rank according to priority in time of
obtaining control.

(3) Except asotherwise provided in paragraph (4), a security interest held by the
bank with which thedeposit account ismaintained haspriority over a conflicting security
interest held by another secured party.

(4) A security interest perfected by control under section 400.9-104(a)(3) has
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priority over a security interest held by the bank with which the deposit account is
maintained.

400.9-328. Thefollowingrulesgovern priority among conflicting security inter ests
in the same investment property:

(1) A security interest held by a secured party having control of investment
property under section 400.9-106 has priority over a security interest held by a secured
party that does not have control of the investment property.

(2) Except as otherwise provided in paragraphs (3) and (4), conflicting security
interests held by secured parties each of which has control under section 400.9-106 rank
accordingto priority in time of:

(A) If the collateral isa security, obtaining control;

(B) If thecollateral isa security entitlement carried in a securities account and:

(i) If thesecured party obtained control under section 400.8-106(d)(1), the secured
party's becoming the person for which the securities account is maintained;

(i) If the secured party obtained control under section 400.8-106(d)(2), the
securitiesintermediary'sagr eement to comply with the secur ed party'sentitlement orders
with respect to security entitlementscarried or to becarried in the securities account; or

(iii) If the secured party obtained control through another person under section
400.8-106(d)(3), the time on which priority would be based under this paragraph if the
other person werethe secured party; or

(C) If the collateral is a commodity contract carried with a commodity
intermediary, the satisfaction of the requirement for control specified in section
400.9-106(b)(2) with respect to commodity contracts carried or to be carried with the
commodity intermediary.

(3) A securityinterest held by asecuritiesintermediary in asecurity entitlement or
a securities account maintained with the securities intermediary has priority over a
conflicting security interest held by another secured party.

(4) A security interest held by acommodity intermediary in acommodity contr act
or a commodity account maintained with the commodity intermediary has priority over
a conflicting security interest held by another secured party.

(5) A securityinterestinacertificated securityinregistered formwhichisperfected
by taking delivery under section 400.9-313(a) and not by control under section 400.9-314
haspriority over a conflicting security interest perfected by a method other than control.

(6) Conflicting security interests created by a broker, securitiesintermediary, or
commodity inter mediary which ar eperfected without control under section 400.9-106r ank

equally.



H.C.S. SB. 288 81

35
36

~N o ok WN

© 00 NO Ol WN

NDNDNNNNNNRERERRRRRRRR R
~N~No oA WONPEFP OOVOoOoONOO Ol WDN - O

(7) In all other cases, priority among conflicting security interests in investment
property is governed by sections 400.9-322 and 400.9-323.

400.9-329. Thefollowingrulesgovern priority among conflicting security inter ests
in the same letter-of-credit right:

(1) A security interest held by a secured party having control of theletter-of-credit
right under section 400.9-107 has priority to the extent of its control over a conflicting
security interest held by a secured party that does not have control.

(2) Security interestsperfected by control under section 400.9-314 rank according
to priority in time of obtaining control.

400.9-330. (a) A purchaser of chattel paper haspriority over asecurity interestin
the chattel paper which is claimed merely as proceeds of inventory subject to a security
interest if:

(1) In good faith and in the ordinary course of the purchaser's business, the
purchaser gives new value and takes possession of the chattel paper or obtains control of
the chattel paper under section 400.9-105; and

(2) The chattel paper does not indicate that it has been assigned to an identified
assignee other than the purchaser.

(b) A purchaser of chattel paper haspriority over asecurity interest in the chattel
paper which is claimed other than merely as proceeds of inventory subject to a security
interest if the purchaser gives new value and takes possession of the chattel paper or
obtains control of the chattel paper under section 400.9-105 in good faith, in the ordinary
cour se of the purchaser'sbusiness, and without knowledge that the purchase violatesthe
rights of the secured party.

(c) Except asotherwise provided in section 400.9-327, a pur chaser havingpriority
in chattel paper under subsection (a) or (b) also has priority in proceeds of the chattel
paper to the extent that:

(1) Section 400.9-322 providesfor priority in the proceeds; or

(2) Theproceedsconsist of the specific goods cover ed by the chattel paper or cash
proceeds of the specific goods, even if the purchaser's security interest in the proceedsis
unperfected.

(d) Except as otherwise provided in section 400.9-331(a), a purchaser of an
instrument has priority over a security interest in the instrument perfected by a method
other than possession if the purchaser givesvalue and takes possession of the instrument
in good faith and without knowledge that the purchase violates the rights of the secured
party.

(e) For purposesof subsections(a) and (b), theholder of apurchase-money security
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interest in inventory gives new value for chattel paper constituting proceeds of the
inventory.

(f) For purposes of subsections (b) and (d), if chattel paper or an instrument
indicatesthat it hasbeen assigned to an identified secured party other than the purchaser,
a purchaser of the chattel paper or instrument has knowledge that the purchase violates
therights of the secured party.

400.9-331. (a) Thisarticle doesnot limit therightsof a holder in due course of a
negotiable instrument, a holder to which a negotiable document of title has been duly
negotiated, or a protected purchaser of a security. These holders or purchasers take
priority over an earlier security interest, evenif perfected, totheextent providedin articles
3,7,and 8.

(b) Thisarticledoesnot limit the rights of or impose liability on a person to the
extent that the person is protected against the assertion of an adver se claim under article
8.

(c) Filingunder thisarticle doesnot constitute notice of a claim or defenseto the
holders, or purchasers, or personsdescribed in subsections (a) and (b).

400.9-332. (a) A transferee of money takes the money free of a security interest
unlessthetransfereeactsin collusion with thedebtor in violating therightsof the secured
party.

(b) A transfereeof fundsfrom a deposit account takesthe fundsfree of a security
interest in the deposit account unless the transferee acts in collusion with the debtor in
violating therights of the secured party.

400.9-333. (a) In this section, " possessory lien" means an interest, other than a
security interest or an agricultural lien:

(1) Which secures payment or performance of an obligation for services or
materials furnished with respect to goods by a person in the ordinary course of the
person's business;

(2) Which iscreated by statute or ruleof law in favor of the person; and

(3) Whose effectiveness depends on the person's possession of the goods.

(b) A possessory lien on goods has priority over a security interest in the goods
unlessthelien iscreated by a statute that expressly provides otherwise.

400.9-334. (a) A security interest under thisarticle may be created in goods that
arefixtures or may continue in goods that become fixtures. A security interest does not
exist under thisarticlein ordinary building materialsincor porated into an improvement
on land.

(b) Thisarticledoesnot prevent creation of an encumbrance upon fixturesunder
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real property law.

(c) In cases not governed by subsections (d) through (h), a security interest in
fixturesissubordinatetoaconflictinginterest of an encumbrancer or owner of therelated
real property other than the debtor.

(d) Except asotherwise provided in subsection (h), a perfected security interest in
fixtures has priority over a conflicting interest of an encumbrancer or owner of thereal
property if the debtor hasan interest of record in or isin possession of thereal property
and:

(1) Thesecurity interest isa purchase-money security interest;

(2) Theinterest of the encumbrancer or owner arises before the goods become
fixtures; and

(3) Thesecurity interest is perfected by a fixture filing befor e the goods become
fixtures or within twenty days thereafter.

(e) A perfected security interest in fixtureshas priority over a conflicting inter est
of an encumbrancer or owner of thereal property if:

(1) Thedebtor hasan interest of record in thereal property or isin possession of
thereal property and the security interest:

(A) Isperfected by afixturefilingbeforetheinter est of theencumbrancer or owner
isof record; and

(B) Has priority over any conflicting interest of a predecessor in title of the
encumbrancer or owner;

(2) Before the goods become fixtures, the security interest is perfected by any
method per mitted by thisarticle and the fixtures are readily removable:

(A) Factory or office machines,

(B) Equipment that isnot primarily used or leased for usein the operation of the
real property; or

(C) Replacements of domestic appliancesthat are consumer goods,

(3) The conflicting interest is a lien on the real property obtained by legal or
equitable proceedings after the security interest was perfected by any method permitted
by thisarticle; or

(4) Thesecurity interest is:

(A) Created in a manufactured homein a manufactured-home transaction; and

(B) Perfected pursuant to a statute described in section 400.9-311(a)(2).

(f) A security interest in fixtures, whether or not perfected, has priority over a
conflicting interest of an encumbrancer or owner of thereal property if:

(1) Theencumbrancer or owner has, in an authenticated record, consented to the
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security interest or disclaimed an interest in the goods as fixtures; or

(2) Thedebtor has aright to remove the goods as against the encumbrancer or
owner.

(@) The priority of the security interest under subsection (f) continues for a
reasonabletimeif the debtor'sright to removethe goods as against the encumbrancer or
owner terminates.

(h) A mortgageisaconstruction mortgagetotheextent that it securesan obligation
incurred for theconstruction of an improvement on land, including theacquisition cost of
theland, if arecorded record of the mortgage so indicates. Except asotherwise provided
in subsections (e) and (f), a security interest in fixturesis subordinate to a construction
mortgageif arecord of themortgageisrecorded befor ethe goodsbecomefixturesand the
goods become fixtures before the completion of the construction. A mortgage has this
priority to the same extent as a construction mortgage to the extent that it is given to
refinance a construction mortgage.

(i) A perfected security interestin cropsgrowingon real property haspriority over
a conflicting interest of an encumbrancer or owner of thereal property if the debtor has
an interest of record in or isin possession of thereal property.

() Subsection (i) prevailsover any inconsistent provisions of other statutes.

400.9-335. (a) A security interest may becreated in an accession and continuesin
collateral that becomes an accession.

(b) If asecurity interest is perfected when the collateral becomes an accession, the
security interest remains perfected in the collateral.

(c) Except asotherwiseprovided in subsection (d), theother provisionsof thispart
determinethe priority of a security interest in an accession.

(d) A security interest in an accession is subordinate to a security interest in the
whole which is perfected by compliance with the requirements of a certificate-of-title
statute under section 400.9-311(b).

(e) After default, a secured party may remove an accession from other goodsif the
security interest in the accession has priority over the claims of every person having an
interest in thewhole.

(f) A secured party that removes an accession from other goods under subsection
(e) shall promptly reimburseany holder of asecurity interest or other lien on, or owner of,
thewholeor of theother goods, other than thedebtor, for the cost of repair of any physical
injury tothewhole or the other goods. The secured party need not reimbursethe holder
or owner for any diminution in valueof thewholeor theother goods caused by theabsence
of the accession removed or by any necessity for replacing it. A person entitled to
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reimbur sement may refuse permission to remove until the secured party gives adequate
assurance for the performance of the obligation to reimbur se.

400.9-336. (a) Inthissection, " commingled goods' meansgoodsthat arephysically
united with other goodsin such a manner that their identity islost in a product or mass.

(b) A security interest does not exist in commingled goods as such. However, a
security interest may attach to a product or mass that results when goods become
commingled goods.

(c) If collateral becomes commingled goods, a security interest attaches to the
product or mass.

(d) If a security interest in collateral is perfected before the collateral becomes
commingled goods, the security interest that attaches to the product or mass under
subsection (c) is perfected.

(e) Except asotherwiseprovided in subsection (f), theother provisionsof thispart
determine the priority of a security interest that attaches to the product or mass under
subsection (c).

(f) If more than one security interest attaches to the product or mass under
subsection (c), the following rules determine priority:

(1) A security interest that is perfected under subsection (d) has priority over a
security interest that isunperfected at thetimethe collater al becomes commingled goods.

(2) If morethan onesecurity interest isperfected under subsection (d), thesecurity
interests rank equally in proportion to value of the collateral at the time it became
commingled goods.

400.9-337. If, whilea security interest in goodsis perfected by any method under
thelaw of another jurisdiction, thisstateissuesacertificate of titlethat doesnot show that
the goods are subject to the security interest or contain a statement that they may be
subject to security interests not shown on the certificate:

(1) A buyer of thegoods, other than a person in thebusiness of selling goodsof that
kind, takesfreeof thesecurity interest if thebuyer givesvalueand receivesdelivery of the
goods after issuance of the certificate and without knowledge of the security interest; and

(2) Thesecurityinterestissubordinatetoaconflicting security interest in thegoods
that attaches, and is perfected under section 400.9-311(b), after issuance of the certificate
and without the conflicting secured party's knowledge of the security interest.

400.9-338. If asecurity interest or agricultural lien isperfected by afiled financing
statement providinginformation described in section 400.9-516(b)(5) which isincorrect at
thetimethefinancing statement isfiled:

(1) Thesecurityinterest or agricultural lienissubordinatetoaconflictingperfected
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security interest in the collateral to the extent that the holder of the conflicting security
interest givesvaluein reasonablereliance upon the incorrect information; and

(2) A purchaser, other than a secured party, of the collateral takes free of the
security interest or agricultural lien to the extent that, in reasonable reliance upon the
incorrect information, the purchaser gives value and, in the case of chattel paper,
documents, goods, instruments, or a security certificate, receivesdelivery of thecollateral.

400.9-339. Thisarticledoesnot preclude subordination by agreement by a person
entitled to priority.

400.9-340. (a) Except as otherwise provided in subsection (c), a bank with which
adeposit account ismaintained may exer cise any right of recoupment or set-off against a
secured party that holds a security interest in the deposit account.

(b) Except asotherwise provided in subsection (c), theapplication of thisarticleto
asecurity interest in a deposit account does not affect a right of recoupment or set-off of
the secured party asto a deposit account maintained with the secured party.

(c) Theexerciseby abank of aset-off against adeposit account isineffectiveagainst
a secured party that holdsa security interest in the deposit account which isperfected by
control under section 400.9-104(a)(3), if the set-off isbased on a claim against the debtor.

400.9-341. Except as otherwise provided in section 400.9-340(c), and unless the
bank otherwiseagreesin an authenticated record, a bank'srightsand dutieswith respect
toadeposit account maintained with thebank arenot terminated, suspended, or modified
by:

(1) Thecreation, attachment, or perfection of a security interest in the deposit
account;

(2) Thebank'sknowledge of the security interest; or

(3 Thebank'sreceipt of instructions from the secured party.

400.9-342. Thisarticledoesnot require a bank to enter into an agreement of the
kind described in section 400.9-104(a)(2), even if its customer so requests or directs. A
bank that has entered into such an agreement isnot required to confirm the existence of
the agreement to another person unlessrequested to do so by its customer.

PART 4
RIGHTSOF THIRD PARTIES

400.9-401. (a) Except as otherwise provided in subsection (b) and sections
400.9-406, 400.9-407, 400.9-408 and 400.9-409, whether a debtor'srightsin collateral may
bevoluntarily or involuntarily transferred is governed by law other than thisarticle.

(b) An agreement between thedebtor and secured party which prohibitsatransfer
of the debtor'srightsin collateral or makes the transfer a default does not prevent the
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transfer from taking effect.

400.9-402. Theexistenceof asecurity interest, agricultural lien, or authority given
to a debtor to dispose of or use collateral, without more, does not subject a secured party
to liability in contract or tort for the debtor's acts or omissions.

400.9-403. (a) In this section, "value" has the meaning provided in section
400.3-303(a).

(b) Except asotherwiseprovided in thissection, an agreement between an account
debtor and an assignor not to assert against an assignee any claim or defense that the
account debtor may have against the assignor isenfor ceable by an assigneethat takesan
assignment:

(1) For value;

(2) In good faith;

(3) Without notice of a claim of a property or possessory right to the property
assigned; and

(4) Without notice of a defense or claim in recoupment of the type that may be
asserted against a person entitled to enforce a negotiable instrument under section
400.3-305(a).

(c) Subsection (b) doesnot apply to defensesof atypethat may be asserted against
a holder in due course of a negotiable instrument under section 400.3-305(b).

(d) Inaconsumer transaction, if arecord evidencestheaccount debtor'sobligation,
law other than thisarticlerequiresthat therecordincludeastatement totheeffect that the
rightsof an assignee aresubject to claimsor defensesthat the account debtor could assert
against the original obligee, and the record does not include such a statement:

(1) Therecord hasthe same effect asif therecord included such a statement; and

(2) Theaccount debtor may assert against an assignee those claims and defenses
that would have been availableif therecord included such a statement.

(e) Thissectionissubject tolaw other than thisarticlewhich establishesadifferent
rulefor an account debtor whoisan individual and whoincurred theobligation primarily
for personal, family, or household purposes.

(f) Except asotherwiseprovided in subsection (d), thissection doesnot displacelaw
other than thisarticlewhich giveseffect toan agreement by an account debtor not to assert
aclaim or defense against an assignee.

400.9-404. (a) Unlessan account debtor has made an enfor ceable agr eement not
to assert defenses or claims, and subject to subsections (b) through (e), the rights of an
assignee are subject to:

(1) All termsof the agreement between the account debtor and assignor and any
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defenseor claimin recoupment arising from thetransaction that gaverisetothecontract;
and

(2) Any other defense or claim of the account debtor against the assignor which
accrues beforethe account debtor receivesa notification of the assignment authenticated
by the assignor or the assignee.

(b) Subject tosubsection (c) and except asotherwiseprovided in subsection (d), the
claim of an account debtor against an assignor may be asserted against an assignee under
subsection (a) only to reduce the amount the account debtor owes.

(c) Thissectionissubject tolaw other than thisarticlewhich establishesadifferent
rulefor an account debtor whoisanindividual and whoincurred theobligation primarily
for personal, family, or household purposes.

(d) Inaconsumer transaction, if arecord evidencestheaccount debtor'saobligation,
law other than thisarticlerequiresthat therecord includeastatement totheeffect that the
account debtor'srecovery against an assignee with respect to claimsand defenses against
theassignor may not exceed amountspaid by theaccount debtor under therecord, and the
record doesnot include such a statement, the extent to which a claim of an account debtor
against the assignor may be asserted against an assignee is determined as if the record
included such a statement.

(e) This section does not apply to an assignment of a health-care-insurance
receivable.

400.9-405. (a) A modification of or substitution for an assigned contract iseffective
against an assignee if made in good faith. The assignee acquires corresponding rights
under the modified or substituted contract. The assignment may provide that the
modification or substitution is a breach of contract by the assignor. This subsection is
subject to subsections (b) through (d).

(b) Subsection (a) appliesto the extent that:

(1) Theright topayment or apart thereof under an assigned contract hasnot been
fully earned by performance; or

(2) Theright to payment or a part thereof has been fully earned by performance
and the account debtor has not received notification of the assignment under section
400.9-406(a).

(c) Thissectionissubject tolaw other than thisarticlewhich establishesadifferent
rulefor an account debtor whoisan individual and whoincurred theobligation primarily
for personal, family, or household purposes.

(d) This section does not apply to an assignment of a health-care-insurance
receivable.
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400.9-406. (a) Subject to subsections (b) through (i), an account debtor on an
account, chattel paper, or apayment intangible may dischar geitsobligation by payingthe
assignor until, but not after, the account debtor receives a notification, authenticated by
theassignor or the assignee, that the amount due or to become due has been assigned and
that payment isto be madeto the assignee. After receipt of the notification, the account
debtor may discharge its obligation by paying the assignee and may not discharge the
obligation by paying the assignor.

(b) Subject to subsection (h), notification isineffective under subsection (a):

(1) If it doesnot reasonably identify therights assigned,

(2) Totheextent that an agreement between an account debtor and a seller of a
payment intangible limitsthe account debtor's duty to pay a person other than the seller
and thelimitation is effective under law other than thisarticle; or

(3) Attheoption of an account debtor, if thenotification notifiestheaccount debtor
to make less than the full amount of any installment or other periodic payment to the
assignee, even if:

(A) Only a portion of the account, chattel paper, or general intangible has been
assigned to that assignee;

(B) A portion has been assigned to another assignee; or

(C) Theaccount debtor knowsthat the assignment to that assigneeislimited.

(c) Subject to subsection (h), if requested by the account debtor, an assignee shall
seasonably furnish reasonable proof that the assignment has been made. Unless the
assignee complies, theaccount debtor may dischar geitsobligation by payingtheassignor,
even if the account debtor hasreceived a notification under subsection (a).

(d) Except as otherwise provided in subsection (€) and sections 400.2A-303 and
400.9-407, and subject to subsection (h), ater min an agr eement between an account debtor
and an assignor or in a promissory noteisineffectiveto the extent that it:

(1) Pronhibits, restricts, or requires the consent of the account debtor or person
obligated on the promissory note to the assignment or transfer of, or the creation,
attachment, perfection, or enfor cement of asecurity interest in, theaccount, chattel paper,
payment intangible, or promissory note; or

(2) Provides that the creation, attachment, perfection, or enforcement of the
security interest may give rise to a default, breach, right of recoupment, claim, defense,
termination, right of termination, or remedy under the account, chattel paper, payment
intangible, or promissory note.

(e) Subsection (d) doesnot apply tothesale of apayment intangibleor promissory
note.



H.C.S. SB. 288 90

37
38
39
40
41
42
43
a4
45
46
47
48
49
50
51
52
53
54
55
56
57

© 00O NO O WN

e o el
a b WODNN P O

(f) Except asotherwiseprovided in sections400.2A-303 and 400.9-407, and subj ect
to subsections (h) and (i), arule of law, statute, or regulation, that prohibits, restricts, or
requiresthe consent of a gover nment, gover nmental body or official, or account debtor to
the assignment or transfer of, or creation of a security interest in, an account or chattel
paper isineffective to the extent that therule of law, statute, or regulation:

(1) Prohibits, restricts, or requiresthe consent of the gover nment, gover nmental
body or official, or account debtor to the assignment or transfer of, or the creation,
attachment, perfection, or enforcement of a security interest in, the account or chattel
paper; or

(2) Provides that the creation, attachment, perfection, or enforcement of the
security interest may give rise to a default, breach, right of recoupment, claim, defense,
termination, right of termination, or remedy under the account or chattel paper.

(9) Subject to subsection (h), an account debtor may not waive or vary its option
under subsection (b)(3).

(h) Thissectionissubject tolaw other than thisarticlewhich establishesadifferent
rulefor an account debtor whoisan individual and whoincurred theobligation primarily
for personal, family, or household purposes.

(i) This section does not apply to an assignment of a health-care-insurance
receivable.

() Thissection prevailsover any inconsistent provisionsof any statutes, rules, and
regulations.

400.9-407. (a) Except as otherwise provided in subsection (b), aterm in a lease
agreement isineffective to the extent that it:

(1) Prohibits, restricts, or requirestheconsent of aparty totheleasetothecreation,
attachment, perfection, or enforcement of asecurity interestin aninterest of aparty under
the lease contract or in the lessor'sresidual interest in the goods; or

(2) Provides that the creation, attachment, perfection, or enforcement of the
security interest may give rise to a default, breach, right of recoupment, claim, defense,
termination, right of termination, or remedy under the lease.

(b) Except as otherwise provided in section 400.2A-303(7), a term described in
subsection (a)(2) is effectiveto the extent that thereis:

(1) Atransfer by thelessee of the lessee'sright of possession or use of the goodsin
violation of theterm; or

(2) A delegation of a material performance of either party to thelease contract in
violation of the term.

(c) Thecreation, attachment, perfection, or enforcement of asecurity interest inthe
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lessor'sinterest under thelease contract or thelessor'sresidual interest in the goodsisnot
atransfer that materially impairsthelessee sprospect of obtaining return performanceor
materially changesthe duty of or materially increasesthe burden or risk imposed on the
lessee within the purview of section 400.2A-303(4) unless, and then only to the extent that,
enfor cement actually resultsin a delegation of material performance of thelessor. Even
inthat event, thecreation, attachment, per fection, and enfor cement of the security inter est
remain effective.

400.9-408. (a) Except as otherwise provided in subsection (b), a term in a
promissory noteor in an agreement between an account debtor and adebtor which relates
toahealth-care-insurancereceivableor ageneral intangible, including acontract, per mit,
license, or franchise, and which term prohibits, restricts, or requires the consent of the
person obligated on the promissory note or the account debtor to, the assignment or
transfer of, or creation, attachment, or perfection of a security interest in, the promissory
note, health-care-insurancereceivable, or general intangible, isineffectivetotheextent that
theterm:

(1) Would impair thecreation, attachment, or perfection of a security interest; or

(2) Providesthat thecreation, attachment, or perfection of thesecurity interest may
giverise to a default, breach, right of recoupment, claim, defense, termination, right of
termination, or remedy under the promissory note, health-car e-insurance receivable, or
general intangible.

(b) Subsection (a) applies to a security interest in a payment intangible or
promissory note only if the security interest arises out of a sale of the payment intangible
Or promissory note.

(c) A ruleof law, statute, or regulation that prohibits, restricts, or requires the
consent of a gover nment, gover nmental body or official, person obligated on a promissory
note, or account debtor to the assignment or transfer of, or creation of a security interest
in, a promissory note, health-car e-insurance receivable, or general intangible, including
a contract, permit, license, or franchise between an account debtor and a debtor, is
ineffective to the extent that therule of law, statute, or regulation:

(1) Would impair the creation, attachment, or perfection of a security interest; or

(2) Providesthat thecreation, attachment, or perfection of thesecurity inter est may
giverise to a default, breach, right of recoupment, claim, defense, termination, right of
termination, or remedy under the promissory note, health-car e-insurance receivable, or
general intangible.

(d) Totheextent that atermin apromissory noteor in an agreement between an
account debtor and adebtor which relatestoahealth-car e-insurancer eceivableor general
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intangible or a rule of law, statute, or regulation described in subsection (c) would be
effectiveunder law other than thisarticlebut isineffectiveunder subsection (a) or (c), the
creation, attachment, or perfection of a security interest in the promissory note, health-
care-insurancereceivable, or general intangible:

(1) Isnot enforceable against the person obligated on the promissory note or the
account debtor;

(2) Doesnot imposeaduty or obligation on the person obligated on the promissory
note or the account debtor;

(3) Does not require the person obligated on the promissory note or the account
debtor torecognizethe security interest, pay or render performanceto the secured party,
or accept payment or performance from the secured party;

(4) Doesnot entitlethe secured party touseor assign thedebtor'srightsunder the
promissory note, health-care-insurance receivable, or general intangible, including any
related information or materialsfurnished to the debtor in the transaction giving riseto
the promissory note, health-care-insurancereceivable, or general intangible;

(5) Doesnot entitlethe secured party to use, assign, possess, or have accessto any
trade secretsor confidential information of the person obligated on the promissory note
or the account debtor; and

(6) Does not entitle the secured party to enforce the security interest in the
promissory note, health-care-insurance receivable, or general intangible.

(e) Thissection prevailsover any inconsistent provisionsof any statutes, rules, and
regulations.

400.9-409. (a) A termin a letter of credit or arule of law, statute, regulation,
custom, or practice applicabletotheletter of credit which prohibits, restricts, or requires
the consent of an applicant, issuer, or nominated person to a beneficiary's assignment of
or creation of a security interest in a letter-of-credit right isineffective to the extent that
theterm or ruleof law, statute, regulation, custom, or practice:

(1) Would impair the creation, attachment, or perfection of a security interest in
the letter-of-credit right; or

(2) Providesthat thecreation, attachment, or perfection of thesecurity interest may
giverise to a default, breach, right of recoupment, claim, defense, termination, right of
termination, or remedy under the letter-of-credit right.

(b) Totheextent that atermin aletter of credit isineffective under subsection (a)
but would be effective under law other than thisarticleor acustom or practice applicable
totheletter of credit, tothetransfer of aright todraw or otherwise demand performance
under theletter of credit, or to theassignment of aright to proceeds of theletter of credit,
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the creation, attachment, or perfection of a security interest in the letter-of-credit right:

(1) Isnot enfor ceableagainst theapplicant, issuer, nominated person, or transfer ee
beneficiary;

(2) Imposesno dutiesor obligationson theapplicant, issuer, nominated person, or
transferee beneficiary; and

(3) Does not require the applicant, issuer, nominated person, or transferee
beneficiary to recognize the security interest, pay or render performance to the secured
party, or accept payment or other performance from the secured party.

PART 5
FILING

400.9-501. (a) Except asotherwiseprovided in subsection (b), if thelocal law of this
stategover nsperfection of asecurity interest or agricultural lien, theofficein which tofile
afinancing statement to perfect the security interest or agricultural lien is:

(1) Theoffice designated for thefiling or recording of arecord of a mortgage on
therelated real property, if:

(A) Thecollateral isas-extracted collateral or timber to be cut; or

(B) Thefinancing statement isfiled asa fixturefiling and the collateral is goods
that areor areto becomefixtures; or

(2) Theofficeof the secretary of statein all other cases, including a casein which
thecollateral isgoodsthat areor aretobecomefixturesand thefinancing statement isnot
filed asafixturefiling.

(b) Theofficein which tofileafinancing statement to perfect asecurity interestin
collateral, including fixtures, of atransmitting utility isthe office of the secretary of state.
Thefinancing statement also constitutesafixturefiling astothecollateral indicated in the
financing statement which isor isto become fixtures.

400.9-502. (a) Subject to subsection (b), a financing statement is sufficient only if
it:

(1) Providesthe name of the debtor;

(2) Providesthenameof thesecured party or arepresentativeof the secured party;
and

(3) Indicatesthe collateral covered by the financing statement.

(b) Except as otherwise provided in section 400.9-501(b), to be sufficient, a
financing statement that cover sas-extracted collateral or timber tobecut, or whichisfiled
as a fixture filing and covers goods that are or are to become fixtures, must satisfy
subsection (a) and also:

(1) Indicatethat it coversthistype of collateral;
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(2) Indicatethat it isto befiled for record in thereal property records,

(3) Provide a description of the real property to which the collateral is related
sufficient to give constructive notice of a mortgage under the law of this state if the
description were contained in arecord of the mortgage of thereal property; and

(4) If thedebtor doesnot have an interest of record in thereal property, provide
the name of arecord owner.

(c) A record of amortgageis effective, from the date of recording, asafinancing
statement filed as a fixture filing or as a financing statement covering as-extracted
collateral or timber to be cut only if:

(1) Therecord indicatesthe goodsor accountsthat it covers,

(2) Thegoodsareor areto becomefixturesrelated tothereal property described
intherecord or thecollateral isrelated tothereal property described intherecord and is
as-extracted collateral or timber to be cut;

(3) Therecord satisfiestherequirementsfor afinancing statement in this section
other than an indication that it isto befiled in thereal property records; and

(4) Therecord isduly recorded.

(d) A financing statement may be filed before a security agreement ismade or a
security interest otherwise attaches.

400.9-503. (a) A financing statement sufficiently providesthe name of the debtor:

(1) If the debtor is a registered organization, only if the financing statement
providesthe name of thedebtor indicated on the publicrecord of thedebtor'sjurisdiction
of organization which showsthe debtor to have been organized;

(2) If thedebtor isadecedent'sestate, only if the financing statement providesthe
name of the decedent and indicates that the debtor isan estate;

(3) If thedebtor isatrust or atrusteeacting with respect to property held in trust,
only if the financing statement:

(A) Provides the name specified for the trust in its organic documents or, if no
nameisspecified, providesthe nameof the settlor and additional infor mation sufficient to
distinguish the debtor from other trustshaving one or more of the same settlors; and

(B) Indicates, in the debtor's name or otherwise, that the debtor isatrust or isa
trustee acting with respect to property held in trust; and

(4) In other cases:

(A) If thedebtor hasaname, only if it providesthe individual or organizational
name of the debtor; and

(B) Ifthedebtor doesnot haveaname, only if it providesthenamesof thepartners,
member s, associates, or other persons comprising the debtor.
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(b) A financing statement that providesthe name of the debtor in accordancewith
subsection (a) isnot render ed ineffective by the absence of:

(1) A tradenameor other name of the debtor; or

(2) Unless required under subsection (a)(4)(B), names of partners, members,
associates, or other persons comprising the debtor.

(c) A financing statement that provides only the debtor's trade name does not
sufficiently provide the name of the debtor.

(d) Failure to indicate the representative capacity of a secured party or
representative of a secured party does not affect the sufficiency of a financing statement.

(e) A financing statement may providethe name of morethan one debtor and the
name of mor e than one secured party.

400.9-504. A financing statement sufficiently indicatesthe collateral that it covers
only if the financing statement provides:

(1) A description of the collateral pursuant to section 400.9-108; or

(2) An indication that the financing statement covers all assets or all personal
property.

400.9-505. (a) A consignor, lessor, or other bailor of goods, alicensor, or a buyer
of apayment intangibleor promissory notemay fileafinancing statement, or may comply
with a statute or treaty described in section 400.9-311(a), using the terms " consignor™,
"consignee", "lessor", "lessee", "bailor", "bailee", "licensor", "licensee", "owner",
"registered owner”, "buyer”, " seller”, or words of similar import, instead of the terms
"secured party” and " debtor" .

(b) Thispart appliestothefilingof afinancing statement under subsection (a) and,
as appropriate, to compliance that is equivalent to filing a financing statement under
section 400.9-311(b), but the filing or complianceis not of itself a factor in determining
whether thecollateral securesan obligation. If it isdetermined for another reason that the
collateral secures an obligation, a security interest held by the consignor, lessor, bailor,
licensor, owner, or buyer which attaches to the collateral is perfected by the filing or
compliance.

400.9-506. (a) A financing statement substantially satisfying the requirements of
thispart iseffective, evenif it hasminor errorsor omissions, unlesstheerrorsor omissions
make the financing statement seriously misleading.

(b) Except asotherwiseprovided in subsection (c), afinancing statement that fails
sufficiently to provide the name of the debtor in accordance with section 400.9-503(a) is
seriously misleading.

(c) If asearch of therecords of the filing office under the debtor's correct name,
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using thefiling office' sstandard sear ch logic, if any, would disclose a financing statement
that fails sufficiently to provide the name of the debtor in accordance with section
400.9-503(a), the name provided does not make the financing statement seriously
misleading.

(d) For purposesof section 400.9-508(b), the" debtor'scorrect name" in subsection
(c) meansthe correct name of the new debtor.

400.9-507. (a) A filed financing statement remains effective with respect to
collateral that issold, exchanged, leased, licensed, or otherwise disposed of and in which
a security interest or agricultural lien continues, even if the secured party knows of or
consentsto the disposition.

(b) Except as otherwise provided in subsection (c) and section 400.9-508, a
financing statement isnot render ed ineffectiveif, after thefinancing statement isfiled, the
information provided in the financing statement becomes seriously misleading under
section 400.9-506.

(c) If a debtor so changes its name that a filed financing statement becomes
seriously misleading under section 400.9-506:

(1) Thefinancing statement is effective to perfect a security interest in collateral
acquired by the debtor before, or within four months after, the change; and

(2) Thefinancing statement isnot effectiveto perfect asecurity interestin collateral
acquired by the debtor mor ethan four months after the change, unlessan amendment to
thefinancing statement which render sthe financing statement not seriously misleadingis
filed within four months after the change.

400.9-508. (a) Except as otherwise provided in this section, a filed financing
statement naming an original debtor iseffectiveto perfect a security interest in collateral
in which a new debtor has or acquiresrightsto the extent that the financing statement
would have been effective had the original debtor acquired rightsin the collateral.

(b) If thedifference between the name of the original debtor and that of the new
debtor causes a filed financing statement that is effective under subsection (a) to be
seriously misleading under section 400.9-506:

(1) Thefinancing statement is effective to perfect a security interest in collateral
acquired by the new debtor before, and within four monthsafter, thenew debtor becomes
bound under section 400.9-203(d); and

(2) Thefinancingstatement isnot effectiveto perfect asecurity interestin collateral
acquired by the new debtor morethan four months after the new debtor becomes bound
under section 400.9-203(d) unlessan initial financing statement providing thenameof the
new debtor isfiled beforethe expiration of that time.
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(c) Thissection doesnot apply to collateral asto which afiled financing statement
remains effective against the new debtor under section 400.9-507(a).

400.9-509. (a) A person may file an initial financing statement, amendment that
adds collateral covered by a financing statement, or amendment that adds a debtor to a
financing statement only if:

(1) Thedebtor authorizesthefiling in an authenticated record; or

(2) The person holdsan agricultural lien that has become effective at the time of
filing and the financing statement covers only collateral in which the person holds an
agricultural lien.

(b) By authenticating or becoming bound as debtor by a security agreement, a
debtor or new debtor authorizes the filing of an initial financing statement, and an
amendment, covering:

(1) Thecollateral described in the security agreement; and

(2) Property that becomescollateral under section 400.9-315(a)(2), whether or not
the security agreement expressly covers proceeds.

(c) A person may filean amendment other than an amendment that addscollater al
covered by a financing statement or an amendment that adds a debtor to a financing
statement only if:

(1) Thesecured party of record authorizesthefiling; or

(2) Theamendment isater mination statement for afinancing statement astowhich
the secured party of record hasfailed to file or send atermination statement asrequired
by section 400.9-513(a) or (c), the debtor authorizes the filing, and the termination
statement indicates that the debtor authorized it to befiled.

(d) If thereismorethan onesecured party of record for afinancing statement, each
secured party of record may authorize thefiling of an amendment under subsection (c).

400.9-510. (a) A filed record is effective only to the extent that it was filed by a
person that may fileit under section 400.9-509.

(b) A recordauthorized by onesecured party of record doesnot affect thefinancing
statement with respect to another secured party of record.

(c) A continuation statement that isnot filed within thesix-month period prescribed
by section 400.9-515(d) isineffective.

400.9-511. (a) A secured party of record with respect to a financing statement is
a person whose nameis provided asthe name of the secured party or arepresentative of
the secured party in an initial financing statement that has been filed. If an initial
financing statement is filed under section 400.9-514(a), the assignee named in the initial
financing statement isthe secur ed party of record with respect to thefinancing statement.
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(b) If an amendment of afinancing statement which providesthe nameof aperson
asa secured party or arepresentative of a secured party isfiled, the person named in the
amendment is a secured party of record. If an amendment is filed under section
400.9-514(b), the assignee named in the amendment is a secured party of record.

(c) A person remainsa secured party of record until thefiling of an amendment of
thefinancing statement which deletesthe person.

400.9-512. (a) Subject to section 400.9-509, a per son may add or delete collateral
covered by, continue or terminate the effectiveness of, or, subject to subsection (e),
otherwise amend the information provided in, a financing statement by filing an
amendment that:

(1) Identifies, by its file number, the initial financing statement to which the
amendment relates; and

(2) If theamendment relatesto an initial financing statement filed or recorded in
a filing office described in section 400.9-501(a)(1), provides the information specified in
section 400.9-502(b).

(b) Except asotherwise provided in section 400.9-515, the filing of an amendment
does not extend the period of effectiveness of the financing statement.

(c) A financing statement that isamended by an amendment that adds collateral
is effective asto the added collateral only from the date of thefiling of the amendment.

(d) A financing statement that isamended by an amendment that addsa debtor is
effective asto the added debtor only from the date of the filing of the amendment.

(e) An amendment isineffective to the extent it:

(1) Purportsto delete all debtors and failsto provide the name of a debtor to be
covered by the financing statement; or

(2) Purportstodeleteall secured partiesof record and failsto providethe name of
a new secured party of record.

400.9-513. (a) A secured party shall cause the secured party of record for a
financing statement to file a termination statement for the financing statement if the
financing statement covers consumer goods and:

(1) Thereis no obligation secured by the collateral covered by the financing
statement and no commitment to make an advance, incur an obligation, or otherwisegive
value; or

(2) Thedebtor did not authorize thefiling of theinitial financing statement.

(b) Tocomply with subsection (a), a secured party shall causethe secured party of
record to filethe termination statement:

(1) Within onemonth after thereisno obligation secured by thecollateral covered
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by the financing statement and no commitment to make an advance, incur an obligation,
or otherwise give value; or

(2) If earlier, within twenty daysafter the secured party receivesan authenticated
demand from a debtor.

(c) Incasesnot gover ned by subsection (a), within twenty daysafter asecured party
receivesan authenticated demand from adebtor, thesecured party shall causethe secured
party of record for afinancing statement to send tothedebtor atermination statement for
thefinancing statement or file the termination statement in thefiling officeif:

(1) Except inthecaseof afinancing statement covering accountsor chattel paper
that has been sold or goods that are the subject of a consignment, there is no obligation
secured by the collateral covered by the financing statement and no commitment to make
an advance, incur an obligation, or otherwise give value;

(2) Thefinancing statement cover saccountsor chattel paper that hasbeen sold but
asto which the account debtor or other person obligated has discharged its obligation;

(3) Thefinancing statement covers goodsthat were the subject of a consignment
to thedebtor but arenot in the debtor's possession; or

(4) Thedebtor did not authorize thefiling of theinitial financing statement.

(d) Except as otherwise provided in section 400.9-510, upon the filing of a
termination statement with the filing office, the financing statement to which the
termination statement relates ceases to be effective. Except as otherwise provided in
section 400.9-510, for purposes of sections 400.9-519(g), 400.9-522(a), and 400.9-523(c),
upon the filing of a termination statement with the filing office, a financing statement
indicating that the debtor is a transmitting utility to which the termination statement
relates ceases to be effective.

400.9-514. (a) Except asotherwise provided in subsection (c), an initial financing
statement may reflect an assignment of all of the secured party's power to authorize an
amendment to the financing statement by providing the name and mailing address of the
assignee as the name and address of the secured party.

(b) Except asotherwise provided in subsection (c), a secured party of record may
assign of record all or part of its power to authorize an amendment to a financing
statement by filing in thefiling office an amendment of the financing statement which:

(1) ldentifies, by itsfilenumber, theinitial financing statement towhich it relates;

(2) Providesthe name of the assignor; and

(3) Providesthe name and mailing address of the assignee.

() An assignment of record of a security interest in afixture covered by arecord
of a mortgage which is effective as a financing statement filed as a fixture filing under



H.C.S. S.B. 288 100

13
14

© 0O ~NO Ol & WDN

WNNNNNNNNNDNERRR B B B B B p
OOV X NVODUTBRWNRLOOOWMNOUNMWNIERO

w

section 400.9-502(c) may be made only by an assignment of record of the mortgagein the
manner provided by law of this state other than chapter 400.

400.9-515. (a) Except asotherwise provided in subsections (b), (e), (f), and (g), a
filed financing statement is effective for a period of five years after the date of filing.

(b) Except asotherwiseprovided in subsections(e), (f), and (g), an initial financing
statement filed in connection with a manufactured-home transaction is effective for a
period of thirty yearsafter thedateof filingif it indicatesthat it isfiled in connection with
a manufactur ed-home transaction.

(c) The effectiveness of afiled financing statement lapses on the expiration of the
period of itseffectivenessunlessbefor ethelapseacontinuation statement isfiled pursuant
tosubsection (d). Upon lapse, afinancing statement ceasesto beeffectiveand any security
interest or agricultural lien that was perfected by the financing statement becomes
unperfected, unlessthe security interest isperfected otherwise. If the security interest or
agricultural lien becomesunperfected upon lapse, it isdeemed never to havebeen perfected
asagainst a purchaser of the collateral for value.

(d) A continuation statement may be filed only within six months before the
expiration of the five-year period specified in subsection (a) or the thirty-year period
specified in subsection (b), whichever isapplicable.

(e) Except as otherwise provided in section 400.9-510, upon timely filing of a
continuation statement, the effectiveness of theinitial financing statement continuesfor a
period of fiveyearscommencing on the day on which thefinancing statement would have
becomeineffectivein theabsenceof thefiling. Upon theexpiration of thefive-year period,
the financing statement lapses in the same manner as provided in subsection (c), unless,
before the lapse, another continuation statement is filed pursuant to subsection (d).
Succeeding continuation statements may be filed in the same manner to continue the
effectiveness of theinitial financing statement.

(f) If adebtor isatransmitting utility and afiled financing statement so indicates,
thefinancing statement is effective until a termination statement isfiled.

(9 A record of a mortgage that is effective as a financing statement filed as a
fixturefiling under section 400.9-502(c) remainseffectiveasa financing statement filed as
a fixture filing until the mortgage is released or satisfied of record or its effectiveness
otherwiseterminatesasto thereal property.

400.9-516. (a) Except asotherwise provided in subsection (b), communication of
arecord to afiling office and tender of the filing fee or acceptance of the record by the
filing office constitutesfiling.

(b) Filing does not occur with respect to a record that a filing office refuses to
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accept because:

(1) Therecord is not communicated by a method or medium of communication
authorized by thefiling office;

(2) An amount equal to or greater than the applicablefiling feeisnot tender ed;

(3) Thefiling officeisunabletoindex the record because:

(A) Inthecaseof aninitial financing statement, therecord doesnot provideaname
for the debtor;

(B) Inthecase of an amendment or correction statement, the record:

(i) Doesnot identify theinitial financing statement asrequir ed by section 400.9-512
or 400.9-518, as applicable; or

(ii) Identifiesan initial financing statement whose effectiveness has lapsed under
section 400.9-515;

(C) Inthecaseof aninitial financing statement that providesthe name of a debtor
identified as an individual or an amendment that provides a name of a debtor identified
asan individual which wasnot previously provided in thefinancing statement towhich the
record relates, therecord does not identify the debtor'slast name; or

(D) Inthecaseof arecord filed or recorded in thefiling office described in section
400.9-501(a)(1), therecord doesnot providea sufficient description of thereal property to
which it relates;

(4) In the case of an initial financing statement or an amendment that adds a
secured party of record, therecord does not provide a name and mailing addressfor the
secured party of record,;

(5) Inthecaseof an initial financing statement or an amendment that providesa
name of a debtor which was not previously provided in the financing statement to which
the amendment relates, the record does not:

(A) Provideamailing addressfor the debtor;

(B) Indicate whether the debtor isan individual or an organization; or

(C) If thefinancing statement indicatesthat thedebtor isan organization, provide:

(i) A typeof organization for the debtor;

(if) A jurisdiction of organization for the debtor; or

(iii) An organizational identification number for the debtor or indicate that the
debtor has none;

(6) Inthecase of an assignment reflected in an initial financing statement under
section 400.9-514(a) or an amendment filed under section 400.9-514(b), therecord doesnot
provide a name and mailing addressfor the assignee; or

(7) Inthe case of a continuation statement, the record is not filed within the six-
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month period prescribed by section 400.9-515(d).

(c) For purposes of subsection (b):

(1) A record does not provide information if thefiling officeisunableto read or
decipher theinformation; and

(2) A record that does not indicate that it isan amendment or identify an initial
financing statement to which it relates, as required by section 400.9-512, 400.9-514 or
400.9-518, isan initial financing statement.

(d) Arecord that iscommunicated to thefiling office with tender of thefiling fee,
but which the filing office refuses to accept for a reason other than one set forth in
subsection (b), iseffective asafiled record except asagainst a purchaser of the collateral
which givesvaluein reasonable reliance upon the absence of therecord from thefiles.

400.9-517. Thefailureof thefiling officetoindex arecord correctly doesnot affect
the effectiveness of thefiled record.

400.9-518. (a) A person may filein thefiling office a correction statement with
respect to arecord indexed there under the person’'snameif the per son believesthat the
record isinaccurate or waswrongfully filed.

(b) A correction statement must:

(1) ldentify therecord towhich it relates by thefilenumber assigned to theinitial
financing statement to which therecord relates,

(2) Indicatethat it isa correction statement; and

(3) Provide the basis for the person's belief that the record is inaccurate and
indicatethemanner in which theper son believestherecord should beamended to cureany
inaccuracy or providethebasisfor theper son'sbelief that therecord waswrongfully filed.

(c) Thefilingof acorrection statement doesnot affect the effectivenessof an initial
financing statement or other filed record.

400.9-519. (a) For each record filed in afiling office, thefiling office shall:

(1) Assign aunique number tothefiled record;

(2) Createarecord that bearsthenumber assigned tothefiled record and thedate
and time of filing;

(3) Maintain thefiled record for public inspection; and

(4) Index thefiled record in accordance with subsections (c), (d), and ().

(b) A filenumber assigned after January 1, 2003, must include a digit that:

(1) Ismathematically derived from or related totheother digitsof thefilenumber;
and

(2) Enablesthefiling office to detect whether a number communicated asthefile
number includes a single-digit or transpositional error.
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(c) Except asotherwise provided in subsections (d) and (e), the filing office shall:

(1) Index an initial financing statement according to the name of the debtor and
index all filed recordsrelatingtotheinitial financing statement in amanner that associates
with one another an initial financing statement and all filed recordsrelating to theinitial
financing statement; and

(2) Index arecord that provides a name of a debtor which was not previously
provided in thefinancing statement to which therecord relatesalso accor ding tothename
that was not previously provided.

(d) If a financing statement is filed as a fixture filing or covers as-extracted
collateral or timber tobecut, it must befiled for record and thefiling office shall index it:

(1) Under the names of the debtor and of each owner of record shown on the
financing statement asif they wer ethe mortgagor sunder a mortgage of thereal property
described; and

(2) To the extent that the law of this state provides for indexing of records of
mortgagesunder the name of the mortgagee, under thename of the secured party asif the
secured party were the mortgagee thereunder, or, if indexing is by description, asif the
financing statement were arecord of a mortgage of thereal property described.

(e) If a financing statement is filed as a fixture filing or covers as-extracted
collateral or timber tobecut, thefiling office shall index an assignment filed under section
400.9-514(a) or an amendment filed under section 400.9-514(b):

(1) Under the name of the assignor as grantor; and

(2) Totheextent that the law of this state provides for indexing a record of the
assignment of amortgage under the name of the assignee, under the name of the assignee.

(f) Thefiling office shall maintain a capability:

(1) Toretrievearecord by thename of thedebtor and by thefilenumber assigned
to theinitial financing statement to which therecord relates, and

(2) Toassociate and retrieve with one another an initial financing statement and
each filed record relating to theinitial financing statement.

(g9) Thefiling officemay not remove adebtor'snamefrom theindex until oneyear
after the effectiveness of a financing statement naming the debtor lapses under section
400.9-515 with respect to all secured parties of record.

(h) Thefiling office shall perform theactsrequired by subsections (a) through (€)
at the time and in the manner prescribed by filing-officerule, but after January 1, 2003,
not later than three business days after thefiling office receivesthe record in question.

400.9-520. (a) A filing office shall refuseto accept arecord for filing for areason
set forth in section 400.9-516(b) and may refuse to accept a record for filing only for a
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reason set forth in section 400.9-516(b).

(b) If afiling officerefusesto accept arecord for filing, it shall communicatetothe
person that presented the record the fact of and reason for the refusal and the date and
timetherecord would have been filed had thefiling officeaccepted it. Thecommunication
must be made at the time and in the manner prescribed by filing-office rulein no event
mor e than three business days after thefiling office receivesthe record.

(c) A filed financing statement satisfying section 400.9-502(a) and (b) is effective,
even if thefiling office is required to refuse to accept it for filing under subsection (a).
However, section 400.9-338 appliesto a filed financing statement providing information
described in section 400.9-516(b)(5) which isincorrect at thetimethe financing statement
isfiled.

(d) If arecord communicated to afiling office providesinformation that relatesto
mor e than one debtor, thispart applies asto each debtor separately.

400.9-521. Except for areason set forth in section 400.9-516(b), a filing office that
acceptswritten recordsmay not refuseto accept awritten document for afilingauthorized
by this chapter, provided that the document conformsto a format:

(1) Approved by theInternational Association of Corporate Administrators; or

(2) Adopted by arule promulgated by the secretary of state pursuant to section
400.9-526.

400.9-522. (a) Thefilingofficeshall maintain arecord of theinformation provided
in afiled financing statement for at least one year after the effectiveness of the financing
statement haslapsed under section 400.9-515 with respect to all secured partiesof record.
The record must be retrievable by using the name of the debtor and by using the file
number assigned to theinitial financing statement to which therecord relates.

(b) Except to the extent that a statute governing disposition of public records
provides otherwise, the filing office immediately may destroy any written record
evidencing a financing statement. However, if thefiling office destroysa written record,
it shall maintain another record of thefinancing statement which complieswith subsection
(a).

400.9-523. (a) If aperson that filesawritten record requests an acknowledgment
of thefiling, the filing office shall send to the person an image of the record showing the
number assigned to therecord pursuant to section 400.9-519(a)(1) and the date and time
of thefiling of therecord. However, if the person furnishes a copy of the record to the
filing office, thefiling office may instead:

(1) Note upon the copy the number assigned to the record pursuant to section
400.9-519(a)(1) and the date and time of thefiling of the record; and
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(2) Send the copy to the person.

(b) If a person files arecord other than a written record, the filing office shall
communicateto the person an acknowledgment that provides:

(1) Theinformation in therecord,;

(2) Thenumber assigned to therecord pursuant to section 400.9-519(a)(1); and

(3) Thedate and time of thefiling of the record.

(c) Thefilingofficeshall communicateor otherwisemakeavailablein arecord the
following infor mation to any person that requestsit:

(1) Whether thereison fileon adateand time specified by thefiling office, but not
a date earlier than three business days befor e the filing office receives the request, any
financing statement that:

(A) Designates a particular debtor or, if the request so states, designates a
particular debtor at the address specified in therequest;

(B) Has not lapsed under section 400.9-515 with respect to all secured parties of
record; and

(C) If therequest so states, has lapsed under section 400.9-515 and a record of
which is maintained by thefiling office under section 400.9-522(a);

(2) Thedateand time of filing of each financing statement; and

(3) Theinformation provided in each financing statement.

(d) In complying with its duty under subsection (c), the filing office may
communicate information in any medium. However, if requested, the filing office shall
communicate information by issuing a record that can be admitted into evidence in the
courtsof this state without extrinsic evidence of its authenticity.

(e) Thefiling office shall perform theactsrequired by subsections (a) through (d)
at thetime and in the manner prescribed by filing-office rule, but after January 1, 2003,
not later than three business days after thefiling office receivesthe request.

(f) At least weekly, thefiling office shall offer to sell or license to the publicon a
nonexclusivebasis, in bulk, copiesof all recordsfiled init under thispart, in every medium
from timeto time available to thefiling office.

400.9-524. Delay by thefiling office beyond a time limit prescribed by thispart is
excused if:

(1) Thedelay iscaused by interruption of communication or computer facilities,
war, emer gency conditions, failure of equipment, or other circumstances beyond contr ol
of thefiling office; and

(2) Thefiling office exercisesreasonable diligence under the circumstances.

400.9-525. (a) Except asotherwiseprovided in subsection (e), thefeefor filing and
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indexing a record under this part, other than an initial financing statement of the kind
described in section 400.9-502(c), is the amount specified in subsection (c), if applicable,
plus:

(1) If thefiling officeisthe secretary of state's office, then fivedollarsfor thefirst
page and onedollar for each subsequent pageif therecord iscommunicated in writing or
by another medium authorized by filing office rule; or

(2) If the filing office is other than the secretary of state's office, then the fee
otherwise allowed by law.

(b) Except asotherwise provided in subsection (€), thefeefor filing and indexing
an initial financing statement of the kind described in section 400.9-502(c) is the amount
specified in subsection (c), if applicable, plus:

(1) If thefiling officeisthe secretary of state'soffice, then fivedollarsfor thefirst
page and onedollar for each subsequent pageif therecord iscommunicated in writing or
by another medium authorized by filing office rule; or

(2) If the filing office is other than the secretary of state's office, then the fee
otherwise allowed by law.

(c) Thenumber of namesrequired to beindexed does not affect theamount of the
feein subsections (a) and (b).

(d) The fee for responding to a request for information from the filing office,
including for communicating whether thereison file any financing statement naming a
particular debtor, is:

(1) If thefiling officeisthe secretary of state's office, then fifteen dollarsfor the
first pageand onedollar for each subsequent pageif therecord iscommunicated in writing
or by another medium authorized by filing officerule; or

(2) If the filing office is other than the secretary of state's office, then the fee
otherwise allowed by law.

(e) Thissection doesnot requireafeewith respect toarecord of amortgagewhich
is effective as a financing statement filed as a fixture filing or as a financing statement
covering as-extracted collateral or timber to be cut under section 400.9-502(c). However,
therecording and satisfaction feesthat otherwise would be applicableto therecord of the
mortgage apply.

400.9-526. (a) Thesecretary of stateshall havetheauthority topromulgateall rules
necessary totheadministration and enfor cement of theprovisionsof thischapter. All rules
shall be promulgated pursuant to the provisions of this section and chapter 536, RSMo.
Noruleor portion of arulepromulgated under theauthority of thischapter shall become
effective unless it has been promulgated pursuant to the provisions of section 536.024,
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(b) Tokeep thefiling-officerulesand practicesof thefiling officein harmony with
therules and practices of filing officesin other jurisdictionsthat enact substantially this
part, and to keep the technology used by the filing office compatible with the technology
used by filing officesin other jurisdictionsthat enact substantially thispart, the secretary
of state, so far asisconsistent with the purposes, policies, and provisionsof thisarticle, in
adopting, amending, and repealing filing-office rules, shall:

(1) Consult with filing offices in other jurisdictions that enact substantially this
part;

(2) Consult the most recent version of the Model Rules promulgated by the
I nter national Association of Cor porate Administratorsor any successor or ganization; and

(3) Takeinto consideration therulesand practicesof, and thetechnology used by,
filing officesin other jurisdictionsthat enact substantially this part.

400.9-527. The secretary of state shall report annually on or before February 1to
the governor, the president pro tempore of the senate and the speaker of the house of
representatives on the oper ation of thefiling office. Thereport must contain a statement
of the extent to which:

(1) Thefiling-officerulesarenot in harmony with therulesof filing officesin other
jurisdictionsthat enact substantially this part and thereasonsfor these variations; and

(2) Thefiling-officerulesare not in harmony with the most recent version of the
Model Rulespromulgated by theInternational Association of Corporate Administrators,
or any successor organization, and thereasonsfor these variations.

PART 6
DEFAULT

400.9-601. (a) After default, a secured party hastherights provided in this part
and, except asotherwiseprovided in section 400.9-602, those provided by agr eement of the
parties. A secured party:

(1) May reduce a claim to judgment, foreclose, or otherwise enforce the claim,
security interest, or agricultural lien by any availablejudicial procedure; and

(2) If thecoallateral isdocuments, may proceed either asto the documentsor asto
the goodsthey cover.

(b) A secured party in possession of collateral or control of collateral under section
400.9-104, 400.9-105, 400.9-106 or 400.9-107 hastherightsand duties provided in section
400.9-207.

() Therightsunder subsections(a) and (b) are cumulative and may be exercised
simultaneously.
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(d) Except as otherwise provided in subsection (g) and section 400.9-605, after
default, adebtor and an obligor havetherightsprovided in thispart and by agreement of
the parties.

(e) If asecured party hasreduced itsclaim to judgment, thelien of any levy that
may bemadeupon thecollateral by virtueof an execution based upon thejudgment relates
back tothe earliest of:

(1) The date of perfection of the security interest or agricultural lien in the
collateral; or

(2) Thedate of filing a financing statement covering the collateral;

(3) Any date specified in a statute under which the agricultural lien was created.

(f) A sale pursuant to an execution is a foreclosure of the security interest or
agricultural lien by judicial procedurewithin themeaning of thissection. A secured party
may purchaseat thesaleand ther eafter hold the collateral free of any other requirements
of thisarticle.

(g) Except asotherwiseprovided in section 400.9-607(c), thispartimposesnoduties
upon a secured party that isa consignor or isabuyer of accounts, chattel paper, payment
intangibles, or promissory notes.

400.9-602. Except asotherwiseprovided in section 400.9-624, totheextent that they
giverightsto a debtor or obligor and impose duties on a secured party, a secured party
may not require the debtor or obligor to waive or vary the rules stated in the following
listed sections:

(1) Section 400.9-207(b)(4)(C), which dealswith useand oper ation of the collater al
by the secured party;

(2) Section 400.9-210, which deals with requests for an accounting and requests
concerning alist of collateral and statement of account;

(3) Section 400.9-607(c), which dealswith collection and enfor cement of collateral;

(4) Sections 400.9-608(a) and 400.9-615(c) to the extent that they deal with
application or payment of noncash proceeds of collection, enforcement, or disposition;

(5) Sections400.9-608(a) and 400.9-615(d) totheextent that they requireaccounting
for or payment of surplus proceeds of collateral;

(6) Section 400.9-609 to the extent that it imposes upon a secured party that takes
possession of collateral without judicial process the duty to do so without breach of the
peace;

(7) Sections 400.9-610(b), 400.9-611, 400.9-613 and 400.9-614, which deal with
disposition of collateral;

(8) Section 400.9-616, which dealswith explanation of the calculation of a surplus
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or deficiency;

(9) Sections 400.9-620, 400.9-621 and 400.9-622, which deal with acceptance of
collateral in satisfaction of obligation;

(10) Section 400.9-623, which dealswith redemption of collateral;

(11) Section 400.9-624, which dealswith per missible waivers; and

(12) Sections400.9-625 and 400.9-626, which deal with thesecured party'sliability
for failureto comply with thisarticle.

400.9-603. (a) The parties may deter mine by agr eement the standar ds measuring
thefulfillment of therightsof a debtor or obligor and the duties of a secured party under
arulestated in section 400.9-602 if the standar ds are not manifestly unreasonable.

(b) Subsection (a) does not apply to the duty under section 400.9-609 to refrain
from breaching the peace.

400.9-604. (a) If a security agreement covers both personal and real property, a
secured party may proceed:

(1) Under thispart astothepersonal property without preudicing any rightswith
respect to thereal property; or

(2) Astoboth the personal property and thereal property in accordancewith the
rightswith respect to thereal property, in which casethe other provisions of thispart do
not apply.

(b) Subject to subsection (c), if a security agreement covers goods that are or
become fixtures, a secured party may proceed:

(1) Under thispart; or

(2) In accordance with therightswith respect to real property, in which casethe
other provisions of thispart do not apply.

(c) Subject totheother provisionsof thispart, if asecured party holding a security
interest in fixtures haspriority over all ownersand encumbrancers of thereal property,
the secured party, after default, may removethe collateral from thereal property.

(d) A secured party that removes collateral shall promptly reimburse any
encumbrancer or owner of thereal property, other than the debtor, for the cost of repair
of any physical injury caused by theremoval. The secured party need not reimbursethe
encumbrancer or owner for any diminution in value of the real property caused by the
absence of thegoodsremoved or by any necessity of replacing them. A person entitled to
reimbursement may refuse permission to remove until the secured party gives adequate
assurance for the performance of the obligation to reimburse.

400.9-605. A secured party doesnot oweaduty based on itsstatusassecured party:

(1) Toapersonthat isadebtor or obligor, unlessthe secured party knows:
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(A) That the person isadebtor or obligor;

(B) Theidentity of the person; and

(C) How to communicate with the person; or

(2) Toasecured party or lienholder that hasfiled afinancing statement against a
person, unlessthe secured party knows:

(A) That the person isa debtor; and

(B) Theidentity of the person.

400.9-606. For purposes of this part, a default occurs in connection with an
agricultural lien at the time the secured party becomes entitled to enforce the lien in
accordance with the statute under which it was created.

400.9-607. (a) If soagreed, and in any event after default, a secured party:

(1) May notify an account debtor or other person obligated on collateral to make
payment or otherwiserender performanceto or for the benefit of the secured party;

(2) May take any proceeds to which the secured party is entitled under section
400.9-315;

(3) May enforcetheobligationsof an account debtor or other person obligated on
collateral and exer cisetherightsof thedebtor with respect totheobligation of theaccount
debtor or other person obligated on collateral to make payment or otherwise render
performance to the debtor, and with respect to any property that securesthe obligations
of the account debtor or other person obligated on the collateral;

(4) If it holdsa security interest in a deposit account perfected by control under
section 400.9-104(a)(1), may apply the balance of the deposit account to the obligation
secured by the deposit account; and

(5) If it holdsa security interest in a deposit account perfected by control under
section 400.9-104(a)(2) or (3), may instruct the bank to pay the balance of the deposit
account to or for the benefit of the secured party.

(b) If necessary to enable a secured party to exercise under subsection (a)(3) the
right of adebtor to enforceamortgage nonjudicially, the secured party may record in the
officein which arecord of the mortgage s recorded:

(1) A copy of the security agreement that createsor providesfor asecurity interest
in the obligation secured by the mortgage; and

(2) Thesecured party'ssworn affidavit in recordable form stating that:

(A) A default hasoccurred; and

(B) Thesecured party isentitled to enforce the mortgage nonjudicially.

() A secured party shall proceed in a commercially reasonable manner if the
secured party:
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(1) Undertakesto collect from or enforce an obligation of an account debtor or
other person obligated on collateral; and

(2) Isentitled to charge back uncollected collateral or otherwiseto full or limited
recour se against the debtor or a secondary obligor.

(d) A secured party may deduct from the collections made pur suant to subsection
(c) reasonableexpensesof collection and enfor cement, including reasonableattor ney'sfees
and legal expensesincurred by the secured party.

(e) This section does not determine whether an account debtor, bank, or other
person obligated on collateral owes a duty to a secured party.

400.9-608. (a) If a security interest or agricultural lien secures payment or
per formance of an obligation, the following rules apply:

(1) A secured party shall apply or pay over for application the cash proceeds of
collection or enforcement under this section in the following order to:

(A) The reasonable expenses of collection and enforcement and, to the extent
provided for by agreement and not prohibited by law, reasonableattor ney'sfeesand legal
expensesincurred by the secured party;

(B) Thesatisfaction of obligations secured by the security interest or agricultural
lien under which the collection or enforcement ismade; and

(C) Thesatisfaction of obligations secured by any subordinate security interest in
or other lien on the collateral subject to the security interest or agricultural lien under
which thecollection or enforcement ismadeif the secured party recelvesan authenticated
demand for proceeds before distribution of the proceedsis completed;

(2) If requested by a secured party, a holder of a subordinate security interest or
other lien shall furnish reasonable proof of theinterest or lien within areasonable time.
Unlessthe holder complies, the secured party need not comply with the holder's demand
under paragraph (1)(C);

(3) A secured party need not apply or pay over for application noncash proceeds
of collection and enforcement under this section unless the failure to do so would be
commercially unreasonable. A secured party that applies or pays over for application
noncash proceeds shall do so in a commercially reasonable manner;

(4) A secured party shall account to and pay a debtor for any surplus, and the
obligor isliable for any deficiency.

(b) If the underlying transaction is a sale of accounts, chattel paper, payment
intangibles, or promissory notes, the debtor isnot entitled to any surplus, and the obligor
isnot liable for any deficiency.

400.9-609. (a) After default, a secured party:
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(1) May take possession of the collateral; and

(2) Without removal, may render equipment unusableand dispose of collateral on
a debtor's premises under section 400.9-610.

(b) A secured party may proceed under subsection (a):

(1) Pursuant tojudicial process; or

(2) Without judicial process, if it proceedswithout breach of the peace.

(c) If soagreed, and in any event after default, a secured party may require the
debtor to assemblethe collateral and make it available to the secured party at a place to
be designated by the secured party which isreasonably convenient to both parties.

400.9-610. (a) After default, a secured party may sell, lease, license, or otherwise
disposeof any or all of thecollateral initspresent condition or following any commercially
reasonable preparation or processing.

(b) Every aspect of adisposition of collateral, including themethod, manner, time,
place, and other terms, must be commer cially reasonable. 1f commercially reasonable, a
secured party may dispose of collateral by public or private proceedings, by one or more
contracts, asaunit or in parcels, and at any time and place and on any terms.

(c) A secured party may purchase collateral:

(1) At apublicdisposition; or

(2) Ataprivatedisposition only if thecollateral isof akind that iscustomarily sold
on arecognized market or the subject of widely distributed standard price quotations.

(d) A contract for sale, lease, license, or other disposition includesthe warranties
relating to title, possession, quiet enjoyment, and the like which by operation of law
accompany a voluntary disposition of property of the kind subject to the contract.

(e) A secured party may disclaim or modify warranties under subsection (d):

(2) I'n amanner that would be effective to disclaim or modify thewarrantiesin a
voluntary disposition of property of the kind subject to the contract of disposition; or

(2) By communicating to the purchaser a record evidencing the contract for
disposition and including an express disclaimer or modification of the warranties.

(f) A recordissufficient to disclaim warrantiesunder subsection (e) if it indicates
"Thereis no warranty relating to title, possession, quiet enjoyment, or the like in this
disposition” or useswords of similar import.

400.9-611. (a) Inthissection, " notification date” meansthe earlier of thedateon
which:

(1) A secured party sendstothedebtor and any secondary obligor an authenticated
notification of disposition; or

(2) Thedebtor and any secondary obligor waivetheright to notification.
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(b) Except as otherwise provided in subsection (d), a secured party that disposes
of collateral under section 400.9-610 shall send to the per sons specified in subsection (c) a
reasonable authenticated notification of disposition.

(c) Tocomply with subsection (b), the secured party shall send an authenticated
notification of disposition to:

(1) Thedebtor;

(2) Any secondary obligor; and

(3) If thecollateral isother than consumer goods:

(A) Any other person from which the secured party has received, before the
notification date, an authenticated notification of a claim of an interest in the collateral;

(B) Any other secured party or lienholder that, ten days before the notification
date, held a security interest in or other lien on the collateral perfected by thefiling of a
financing statement that:

(i) Identified the collateral;

(i) Wasindexed under the debtor's name as of that date; and

(iii) Wasfiled in theofficein which tofileafinancing statement against the debtor
covering the collateral as of that date; and

(C) Any other secured party that, ten days before the notification date, held a
security interest in the collateral perfected by compliance with a statute, regulation, or
treaty described in section 400.9-311(a).

(d) Subsection (b) does not apply if the collateral is perishable or threatens to
decline speedily in value or isof atype customarily sold on arecognized market.

(e) A secured party complieswith therequirement for notification prescribed by
subsection (c)(3)(B) if:

(1) Not later than twenty days or earlier than thirty days before the notification
date, the secured party requests, in a commercially reasonable manner, information
concer ning financing statementsindexed under the debtor'snamein the officeindicated
in subsection (c)(3)(B); and

(2) Beforethenaotification date, the secured party:

(A) Did not receive aresponseto therequest for information; or

(B) Received aresponsetotherequest for information and sent an authenticated
notification of disposition to each secured party named in that response whose financing
statement covered the collateral.

400.9-612. (a) Except as otherwise provided in subsection (b), whether a
notification is sent within a reasonable timeisa question of fact.

(b) Inatransaction other than aconsumer transaction, anotification of disposition
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sent after default and ten days or mor e before the earliest time of disposition set forth in
the notification is sent within a reasonable time befor e the disposition.

400.9-613. Except in a consumer-goods transaction, the following rules apply:

(1) Thecontents of a notification of disposition are sufficient if the notification:

(A) Describesthe debtor and the secured party;

(B) Describesthe collateral that isthe subject of theintended disposition;

(C) Statesthe method of intended disposition;

(D) Statesthat the debtor isentitled to an accounting of the unpaid indebtedness
and statesthe charge, if any, for an accounting; and

(E) Statesthetime and place of a public sale or the time after which any other
disposition isto be made;

(2) Whether the contents of a notification that lacks any of the information
specified in paragraph (1) are nevertheless sufficient isa question of fact;

(3) Thecontentsof anatification providing substantially theinformation specified
in paragraph (1) are sufficient, even if the notification includes:

(A) Information not specified by that paragraph; or

(B) Minor errorsthat are not seriously misleading;

(4) A particular phrasing of the notification isnot required,;

(5) The following form of notification and the form appearing in section
400.9-614(3), when completed, each provides sufficient infor mation:

NOTIFICATION OF DISPOSITION OF COLLATERAL
To: (Name of debtor, obligor, or other person to which
the notification is sent)
From: (Name, address, and telephone number of secured
party)

Name of Debtor(s): (Include only if debtor(s) are not an addressee)

(For a public disposition:)

We will sell (or lease or license, as applicable) the (describe collateral) (to the
highest qualified bidder) in public asfollows:

Day and Date:

Time:

Place:

(For a private disposition:)

We will sell (or lease or license, as applicable) the (describe collateral) privately
sometime after (day and date).

You are entitled to an accounting of the unpaid indebtedness secured by the
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property that we intend to sell (or lease or license, as applicable) (for a charge of $ ).
You may request an accounting by calling us at (telephone number)
(End of Form)

400.9-614. In a consumer -goods transaction, the following rules apply:

(1) A naotification of disposition must provide the following infor mation:

(A) Theinformation specified in section 400.9-613(1);

(B) A description of any liability for a deficiency of the person to which the
notification is sent;

(C) A tedlephone number from which theamount that must be paid to the secured
party to redeem the collateral under section 400.9-623 is available; and

(D) A telephone number or mailing address from which additional information
concer ning the disposition and the obligation secured isavailable;

(2) A particular phrasing of the notification isnot required,;

(3) The following form of notification, when completed, provides sufficient
information:

(Name and address of secured party)

(Date)

NOTICE OF OUR PLAN TO SELL PROPERTY

(Name and address of any obligor who is also a debtor)
Subject: (Identification of Transaction)
Wehaveyour  (describe collateral) , becauseyou broke promisesin our agreement.

(For a public disposition:)
Wewill sell  (describecollateral) at publicsale. A salecould includealeaseor license.
The salewill be held asfollows:

Date:

Time:

Place:
You may attend the sale and bring biddersif you want.

(For a private disposition:)
Wewill sell  (describecollateral) at privatesalesometimeafter (date) . A salecould
includealease or license.

The money that we get from the sale (after paying our costs) will reduce the amount you
owe. If we get lessmoney than you owe, you (will or will not, as applicable)  still owe
usthedifference. If weget moremoney than you owe, you will get the extramoney, unless
we must pay it to someone else.
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You can get the property back at any time before we séll it by paying usthe full amount
you owe (not just the past due payments), including our expenses. To learn the exact
amount you must pay, call usat (telephone number).

If you want usto explain to you in writing how we have figured the amount that you owe
us, you may call us at (telephone number) (or write us at (secured party's address)) and
request a written explanation. (Wewill chargeyou $ for the explanation if we sent
you another written explanation of the amount you owe uswithin the last six months.)

If you need mor e infor mation about the sale call us at (telephone number) (or write us at
(secured party's address) ).

Weare sending thisnoticeto the following other people who have an interest in (describe
collateral) or who owe money under your agreement:

(Names of all other debtors and obligors, if any)

(End of Form)

(4) A notification in the form of paragraph (3) is sufficient, even if additional
information appearsat the end of theform;

(5) A notification intheform of paragraph (3) issufficient, evenifitincludeserrors
in information not required by paragraph (1), unlesstheerror ismisleading with respect
torightsarising under thisarticle;

(6) If anotification under thissectionisnot in theform of paragraph (3), law other
than thisarticledeter minestheeffect of including information not required by paragraph
(2).

400.9-615. (a) A secured party shall apply or pay over for application the cash
proceeds of disposition in the following order to:

(1) The reasonable expenses of retaking, holding, preparing for disposition,
processing, and disposing, and, totheextent provided for by agr eement and not prohibited
by law, reasonable attorney's fees and legal expensesincurred by the secured party;

(2) Thesatisfaction of obligations secured by the security interest or agricultural
lien under which the disposition is made;

(3) Thesatisfaction of obligations secured by any subordinate security interest in
or other subordinate lien on the collateral if:

(A) Thesecured party receivesfrom theholder of thesubordinatesecurity inter est
or other lien an authenticated demand for proceeds beforedistribution of the proceedsis
completed; and

(B) Inacaseinwhich aconsignor hasan interest in thecollateral, the subordinate
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security interest or other lien issenior to theinterest of the consignor; and

(4) A secured party that isaconsignor of thecollateral if thesecured party receives
from the consignor an authenticated demand for proceeds before distribution of the
proceedsis completed.

(b) If requested by a secured party, a holder of a subordinate security interest or
other lien shall furnish reasonable proof of theinterest or lien within areasonable time.
Unless the holder does so, the secured party need not comply with the holder's demand
under subsection (a)(3).

(c) A secured party need not apply or pay over for application noncash proceeds
of disposition under this section unless the failure to do so would be commercially
unreasonable. A secured party that appliesor paysover for application noncash proceeds
shall do soin a commercially reasonable manner.

(d) If thesecurity interest under which a disposition is made secur es payment or
performance of an obligation, after making the payments and applications required by
subsection (a) and permitted by subsection (c):

(1) Unless subsection (a)(4) requiresthe secured party to apply or pay over cash
proceeds to a consignor, the secured party shall account to and pay a debtor for any
surplus; and

(2) Theoabligor isliablefor any deficiency.

(e) If the underlying transaction is a sale of accounts, chattel paper, payment
intangibles, or promissory notes:

(1) Thedebtor isnot entitled to any surplus; and

(2) Theobligor isnot liablefor any deficiency.

(f) The surplus or deficiency following a disposition is calculated based on the
amount of proceedsthat would havebeen realized in adisposition complyingwith thispart
to a transferee other than the secured party, a person related to the secured party, or a
secondary obligor if:

(1) Thetransfereein the disposition isthe secured party, a person related to the
secured party, or a secondary obligor; and

(2) Theamount of proceeds of the disposition is significantly below the range of
proceedsthat a complying disposition to a person other than the secured party, a person
related to the secured party, or a secondary obligor would have brought.

(9) A secured party that receives cash proceeds of a disposition in good faith and
without noticethat ther eceipt violatestherightsof theholder of asecurity interest or other
lien that isnot subordinate to the security interest under which the disposition is made:

(1) Takesthe cash proceedsfree of the security interest or other lien;
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(2) Isnot obligated to apply the proceeds of the disposition to the satisfaction of
obligations secured by the security interest or other lien; and

(3) Isnot obligated to account to or pay theholder of the security interest or other
lien for any surplus.

400.9-616. (a) In thissection:

(1) "Explanation” meansawriting that:

(A) Statesthe amount of the surplusor deficiency;

(B) Providesan explanation in accordance with subsection (c) of how the secured
party calculated the surplusor deficiency;

(C) States, if applicable, that future debits, credits, charges, including additional
credit service charges or interest, rebates, and expenses may affect the amount of the
surplusor deficiency; and

(D) Provides a telephone number or mailing address from which additional
information concerning the transaction is available.

(2) "Request” meansarecord:

(A) Authenticated by a debtor or consumer obligor;

(B) Requesting that therecipient provide an explanation; and

(C) Sent after disposition of the collateral under section 400.9-610.

(b) Inaconsumer-goodstransaction in which thedebtor isentitled toasurplusor
a consumer obligor isliable for a deficiency under section 400.9-615, the secured party
shall:

(1) Send an explanation tothedebtor or consumer obligor, asapplicable, after the
disposition and:

(A) Beforeor when the secured party accountsto thedebtor and paysany surplus
or first makeswritten demand on the consumer obligor after the disposition for payment
of the deficiency; and

(B) Within fourteen days after receipt of a request; or

(2) Inthecaseof aconsumer obligor whoisliablefor adeficiency, within fourteen
daysafter receipt of arequest, send tothe consumer obligor arecord waiving the secured
party'sright to a deficiency.

(c) To comply with subsection (a)(1)(B), a writing must provide the following
information in the following order:

(1) The aggregate amount of obligations secured by the security interest under
which the disposition was made, and, if theamount reflects a rebate of unearned inter est
or credit service charge, an indication of that fact, calculated as of a specified date:

(A) If thesecured party takesor receives possession of the collateral after default,
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not mor e than thirty-five days befor e the secured party takesor receives possession; or

(B) If thesecured party takesor receivespossession of the collateral beforedefault
or does not take possession of the collateral, not more than thirty-five days before the
disposition;

(2) Theamount of proceeds of the disposition;

(3) The aggregate amount of the obligations after deducting the amount of
proceeds,

(4) The amount, in the aggregate or by type, and types of expenses, including
expenses of retaking, holding, preparing for disposition, processing, and disposing of the
collateral, and attorney's fees secured by the collateral which are known to the secured
party and relateto the current disposition;

(5 Theamount, intheaggregateor by type, and typesof credits, including rebates
of interest or credit servicecharges, towhich theobligor isknown to beentitled and which
arenot reflected in the amount in paragraph (1); and

(6) Theamount of the surplusor deficiency.

(d) A particular phrasing of the explanation is not required. An explanation
complying substantially with the requirements of subsection (a) is sufficient, even if it
includesminor errorsthat arenot seriously misleading.

(e) A debtor or consumer obligor is entitled without charge to one responseto a
request under thissection during any six-month period in which the secured party did not
send to thedebtor or consumer obligor an explanation pursuant to subsection (b)(1). The
secured party may require payment of a char ge not exceeding twenty-fivedollarsfor each
additional response.

400.9-617. (a) A secured party'sdisposition of collateral after default:

(1) Transferstoatransfereefor value all of the debtor'srightsin the collateral;

(2) Dischargesthe security interest under which the disposition is made; and

(3) Dischargesany subordinate security interest or other subordinatelien.

(b) A transferee that acts in good faith takes free of the rights and interests
described in subsection (a), even if thesecured party failsto comply with thisarticleor the
requirements of any judicial proceeding.

(c) If atransferee does not take free of the rights and interests described in
subsection (a), the transfer ee takes the collateral subject to:

(1) Thedebtor'srightsin thecollateral;

(2) Thesecurity interest or agricultural lien under which the disposition is made;
and

(3) Any other security interest or other lien.
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400.9-618. (a) A secondary obligor acquirestherightsand becomes obligated to
perform the duties of the secured party after the secondary obligor:

(1) Receivesan assignment of a secured obligation from the secured party;

(2) Receivesatransfer of collateral from thesecured party and agreesto accept the
rights and assume the duties of the secured party; or

(3) Issubrogated to therightsof a secured party with respect to collateral.

(b) An assignment, transfer, or subrogation described in subsection (a):

(1) Isnot adisposition of collateral under section 400.9-610; and

(2) Relievesthe secured party of further dutiesunder thisarticle.

400.9-619. (a) Inthissection, "transfer statement” meansarecord authenticated
by a secured party stating:

(1) That the debtor has defaulted in connection with an obligation secured by
specified collateral;

(2) That the secured party has exer cised its post-default remedies with respect to
the collateral;

(3) That, by reason of the exercise, a transferee has acquired the rights of the
debtor in the collateral; and

(4) Thenameand mailing address of the secured party, debtor, and transferee.

(b) Atransfer statement entitlesthetransfereetothetransfer of record of all rights
of the debtor in the collateral specified in the statement in any official filing, recording,
registration, or certificate-of-title system covering the collateral. If atransfer statement
is presented with the applicable fee and request form to the official or office responsible
for maintaining the system, the official or office shall:

(1) Accept thetransfer statement;

(2) Promptly amend itsrecordsto reflect thetransfer; and

(3) If applicable, issue a new appropriate certificate of title in the name of the
transferee.

(c) A transfer of therecord or legal title to collateral to a secured party under
subsection (b) or otherwiseisnot of itself a disposition of collateral under thisarticleand
doesnot of itself relieve the secured party of itsdutiesunder thisarticle.

400.9-620. (a) Except asotherwiseprovided in subsection (g), a secur ed party may
accept collateral in full or partial satisfaction of the obligation it securesonly if:

(1) Thedebtor consentsto the acceptance under subsection (c);

(2) Thesecured party doesnot receive, within thetime set forth in subsection (d),
a notification of objection to the proposal authenticated by:

(A) A person to which the secured party was required to send a proposal under
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section 400.9-621; or

(B) Any other person, other than the debtor, holding an interest in the collateral
subordinate to the security interest that isthe subject of the proposal;

(3) If thecollateral isconsumer goods, the collateral isnot in the possession of the
debtor when the debtor consentsto the acceptance; and

(4) Subsection (e) doesnot requirethe secured party to dispose of the collateral or
the debtor waivesthe requirement pursuant to section 400.9-624.

(b) A purported or apparent acceptance of collateral under this section is
ineffective unless:

(1) The secured party consents to the acceptance in an authenticated record or
sends a proposal to the debtor; and

(2) Theconditions of subsection (a) are met.

(c) For purposes of this section:

(1) A debtor consentsto an acceptance of collateral in partial satisfaction of the
obligation it secures only if the debtor agreesto the terms of the acceptancein arecord
authenticated after default; and

(2) A debtor consents to an acceptance of collateral in full satisfaction of the
obligation it secures only if the debtor agreesto the terms of the acceptancein arecord
authenticated after default or the secured party:

(A) Sendsto the debtor after default a proposal that isunconditional or subject
only to a condition that collateral not in the possession of the secured party be preserved
or maintained;

(B) In the proposal, proposes to accept collateral in full satisfaction of the
obligation it secures; and

(C) Doesnot receiveanatification of objection authenticated by the debtor within
twenty days after the proposal is sent.

(d) To be effective under subsection (a)(2), a notification of objection must be
received by the secured party:

(1) In the case of a person to which the proposal was sent pursuant to section
400.9-621, within twenty days after notification was sent to that person; and

(2) Inother cases:

(A) Within twenty days after the last notification was sent pursuant to section
400.9-621; or

(B) If a notification was not sent, before the debtor consents to the acceptance
under subsection (c).

(e) A secured party that has taken possession of collateral shall dispose of the
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collateral pursuant to section 400.9-610 within the time specified in subsection (f) if:

(1) Sixty percent of the cash price has been paid in the case of a purchase-money
security interest in consumer goods; or

(2) Sixty percent of the principal amount of the obligation secured has been paid
in the case of a non-purchase-money security interest in consumer goods.

(f) Tocomply with subsection (€), the secured party shall dispose of the collateral:

(1) Within ninety days after taking possession; or

(2) Within any longer period to which the debtor and all secondary obligorshave
agreed in an agreement to that effect entered into and authenticated after default.

(g) I'naconsumer transaction, a secured party may not accept collateral in partial
satisfaction of the obligation it secures.

400.9-621. (a) A secured party that desiresto accept collateral in full or partial
satisfaction of the obligation it secures shall send its proposal to:

(1) Any person from which the secured party has received, before the debtor
consented to the acceptance, an authenticated notification of a claim of an interest in the
collateral;

(2) Any other secured party or lienholder that, ten daysbeforethedebtor consented
totheacceptance, held asecurity interest in or other lien on thecollateral perfected by the
filing of a financing statement that:

(A) ldentified thecollateral;

(B) Wasindexed under the debtor’'s name as of that date; and

(C) Wasfiled in the office or officesin which to file afinancing statement against
the debtor coveringthe collateral as of that date; and

(3 Any other secured party that, ten days before the debtor consented to the
acceptance, held asecurity interest in thecollater al perfected by compliancewith astatute,
regulation, or treaty described in section 400.9-311(a).

(b) A secured party that desiresto accept collateral in partial satisfaction of the
obligation it secures shall send its proposal to any secondary obligor in addition to the
persons described in subsection (a).

400.9-622. (a) A secured party's acceptance of collateral in full or partial
satisfaction of the obligation it secures:

(1) Dischargestheobligation to the extent consented to by the debtor;

(2) Transferstothe secured party all of adebtor'srightsin the collateral;

(3) Dischargesthe security interest or agricultural lien that isthe subject of the
debtor's consent and any subordinate security interest or other subordinatelien; and

(4) Terminatesany other subordinate interest.
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(b) A subordinateinterest isdischarged or terminated under subsection (a), even
if the secured party failsto comply with thisarticle.

400.9-623. (a) A debtor, any secondary obligor, or any other secured party or
lienholder may redeem collateral.

(b) Toredeem collateral, a person shall tender:

(1) Fulfillment of all obligations secured by the collateral; and

(2) Thereasonableexpensesand attor ney'sfeesdescribed in section 400.9-615(a)(1).

(c) A redemption may occur at any time before a secured party:

(1) Hascollected collateral under section 400.9-607;

(2) Hasdisposed of collateral or entered into a contract for its disposition under
section 400.9-610; or

(3) Hasaccepted collateral in full or partial satisfaction of the obligation it secures
under section 400.9-622.

400.9-624. (a) A debtor or secondary obligor may waive the right to notification
of disposition of collateral under section 400.9-611 only by an agreement to that effect
entered into and authenticated after default.

(b) A debtor may waivetheright torequiredisposition of collateral under section
400.9-620(e) only by an agreement to that effect entered into and authenticated after
default.

(c) Except in a consumer-goods transaction, a debtor or secondary obligor may
waivetheright toredeem collateral under section 400.9-623 only by an agreement to that
effect entered into and authenticated after default.

400.9-625. (a) If it is established that a secured party is not proceeding in
accordance with this article, a court may order or restrain collection, enforcement, or
disposition of collateral on appropriate termsand conditions.

(b) Subject to subsections (c), (d), and (f), a person is liable for damages in the
amount of any losscaused by afailureto comply with thisarticle. L osscaused by afailure
to comply with a request under section 400.9-210 may include loss resulting from the
debtor'sinability to obtain, or increased costs of, alter native financing.

(c) Except asotherwise provided in section 400.9-628:

(1) A person that, at thetime of the failure, was a debtor, was an obligor, or held
asecurity interest in or other lien on thecollateral may recover damagesunder subsection
(b) for itsloss; and

(2) If thecollateral isconsumer goods, a person that was a debtor or a secondary
obligor at the time a secured party failed to comply with this part may recover for that
failurein any event an amount not lessthan the credit service charge plusten percent of
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theprincipal amount of theobligation or thetime-pricedifferential plusten percent of the
cash price.

(d) A debtor whose deficiency is eliminated under section 400.9-626 may recover
damages for the loss of any surplus. However, a debtor or secondary obligor whose
deficiency is eliminated or reduced under section 400.9-626 may not otherwise recover
under subsection (b) for noncompliance with the provisions of this part relating to
collection, enfor cement, disposition, or acceptance.

(e) In addition to any damages recoverable under subsection (b), the debtor,
consumer obligor, or person named as a debtor in a filed record, as applicable, may
recover five hundred dollarsin each case from a person that:

(1) Failsto comply with section 400.9-208;

(2) Failsto comply with section 400.9-209;

(3) Filesarecord that the person isnot entitled to file under section 400.9-509(a);

(4) Failstocausethesecured party of record tofileor send atermination statement
asrequired by section 400.9-513(a) or (c);

(5) Fails to comply with section 400.9-616(b)(1) and whose failure is part of a
pattern, or consistent with a practice, of noncompliance; or

(6) Failsto comply with section 400.9-616(b)(2).

(f) A debtor or consumer obligor may recover damages under subsection (b) and,
inaddition, fivehundred dollar sin each casefrom aper son that, without r easonablecause,
fails to comply with a request under section 400.9-210. A recipient of a request under
section 400.9-210 which never claimed an interest in the collateral or obligationsthat are
the subject of arequest under that section has a reasonable excuse for failureto comply
with the request within the meaning of this subsection.

(g) If asecured party failsto comply with arequest regardingalist of collateral or
a statement of account under section 400.9-210, the secured party may claim a security
interest only asshown in the statement included in therequest asagainst a person that is
reasonably misled by thefailure.

(h) Thissection shall apply on and after January 1, 2003.

400.9-626. (a) In an action arising from a transaction, other than a consumer
transaction, in which the amount of a deficiency or surplusisin issue, thefollowing rules
apply:

(1) A secured party need not prove compliance with the provisions of this part
relating to collection, enforcement, disposition, or acceptance unless the debtor or a
secondary obligor placesthe secured party's compliancein issue.

(2) If thesecured party's complianceis placed in issue, the secured party hasthe
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burden of establishing that the collection, enforcement, disposition, or acceptance was
conducted in accordance with thispart.

(3) Except as otherwise provided in section 400.9-628, if a secured party failsto
prove that the collection, enforcement, disposition, or acceptance was conducted in
accor dancewith theprovisionsof thispart relating to collection, enfor cement, disposition,
or acceptance, theliability of adebtor or a secondary obligor for adeficiency islimited to
an amount by which the sum of the secured obligation, expenses, and attorney's fees
exceedsthe greater of:

(A) The proceeds of the collection, enforcement, disposition, or acceptance; or

(B) Theamount of proceedsthat would have been realized had the noncomplying
secured party proceeded in accordance with the provisions of this part relating to
collection, enforcement, disposition, or acceptance.

(4) For purposesof paragraph (3)(B), theamount of proceedsthat would havebeen
realized isequal to the sum of the secured obligation, expenses, and attor ney'sfees unless
the secured party provesthat the amount islessthan that sum.

(5) If adeficiency or surplusiscalculated under section 400.9-615(f), the debtor or
obligor hasthe burden of establishing that the amount of proceeds of the disposition is
significantly below therange of pricesthat a complying disposition to a person other than
thesecured party, aperson related tothesecured party, or asecondary obligor would have
brought.

(b) Thelimitation of therulesin subsection (a) totransactionsother than consumer
transactions is intended to leave to the court the determination of the proper rulesin
consumer transactions. The court may not infer from that limitation the nature of the
proper rulein consumer transactionsand may continueto apply established approaches.

(c) Thissection shall apply on and after January 1, 2003.

400.9-627. (a) The fact that a greater amount could have been obtained by a
collection, enforcement, disposition, or acceptance at a different time or in a different
method from that selected by the secured party is not of itself sufficient to preclude the
secur ed party from establishingthat thecollection, enfor cement, disposition, or acceptance
was made in a commer cially reasonable manner.

(b) A disposition of collateral ismadein acommer cially reasonable manner if the
disposition is made:

(1) Intheusual manner on any recognized market;

(2) Atthepricecurrentin any recognized market at thetime of thedisposition; or

(3) Otherwisein conformity with reasonable commercial practicesamong dealers
in thetype of property that was the subject of the disposition.
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(c) A callection, enfor cement, disposition, or acceptanceiscommer cially reasonable
if it has been approved:

() Inajudicial proceeding;

(2) By abonafidecreditors committee;

(3) By arepresentative of creditors; or

(4) By an assigneefor the benefit of creditors.

(d) Approval under subsection (c) need not beobtained, and lack of approval does
not mean that the collection, enfor cement, disposition, or acceptanceis not commercially
reasonable.

400.9-628. (a) Unlessa secured party knowsthat a person isa debtor or obligor,
knows theidentity of the person, and knows how to communicate with the per son:

(1) Thesecured partyisnot liabletotheperson, or toasecured party or lienholder
that has filed a financing statement against the person, for failure to comply with this
article; and

(2) The secured party's failure to comply with this article does not affect the
liability of the person for a deficiency.

(b) A secured party isnot liable because of its status as secured party:

(1) Toapersonthat isadebtor or obligor, unlessthe secured party knows:

(A) That the person isa debtor or obligor;

(B) Theidentity of the person; and

(C) How to communicate with the person; or

(2) Toasecured party or lienholder that hasfiled a financing statement against a
person, unlessthe secured party knows:

(A) That the person isadebtor; and

(B) Theidentity of the person.

(c) A secured party is not liable to any person, and a person's liability for a
deficiency isnot affected, because of any act or omission arising out of the secured party's
reasonable belief that a transaction is not a consumer-goods transaction or a consumer
transaction or that goodsare not consumer goods, if the secured party'sbelief isbased on
itsreasonable reliance on:

(1) A debtor'srepresentation concerning the purpose for which collateral wasto
be used, acquired, or held; or

(2) An obligor's representation concerning the purpose for which a secured
obligation wasincurred.

(d) A secured party isnot liableunder section 400.9-625(c)(2) mor ethan oncewith
respect to any one secured obligation.
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400.9-629. (1) If it is established that the secured party is not proceeding in
accor dance with the provisions of this part disposition may be ordered or restrained on
appropriatetermsand conditions. If thedisposition hasoccurred thedebtor or any person
entitled to notification or whose security interest has been made known to the secured
party prior tothedisposition hasaright torecover from thesecured party any loss caused
by afailureto comply with the provisionsof thispart. If thecollateral isconsumer goods,
the debtor hasaright to recover in any event an amount not less than the credit service
charge plusten percent of the principal amount of the debt or thetime price differential
plusten percent of the cash price.

(2) Thefact that a better price could have been obtained by a sale at a different
time or in a different method from that selected by the secured party is not of itself
sufficient to establish that the sale was not made in a commer cially reasonable manner.
If thesecured party either sellsthecollateral in theusual manner in any recognized mar ket
therefor or if hesdlsat thepricecurrent in such market at thetimeof hissaleor if hehas
otherwise sold in confor mity with reasonable commercial practicesamong dealersin the
type of property sold he has sold in a commer cially reasonable manner. The principles
stated in thetwo preceding sentenceswith respect to salesalso apply asmay beappropriate
to other types of disposition. A disposition which has been approved in any judicial
proceeding or by any bona fide creditors committee or representative of creditors shall
conclusively be deemed to be commer cially reasonable, but thissentencedoesnot indicate
that any such approval must be obtained in any case nor does it indicate that any
disposition not so approved is not commercially reasonable.

(3) Theprovisions of this section shall terminate on December 31, 2002.

PART 7
TRANSITION

400.9-701. For thepur posesof thissection and sections400.9-702t0400.9-708, " this
act” shall refer to sections 400.9-101 to 400.9-628.

400.9-702. (a) Except as otherwise provided in this part, this act applies to a
transaction or lien within its scope, even if the transaction or lien was entered into or
created befor e the effective date of this act.

(b) Except asotherwise provided in subsection (c) and sections 400.9-703 through
400.9-708:

(1) Transactionsand liensthat werenot gover ned by former article9, werevalidly
entered into or created beforethisact takes effect, and would be subject to thisact if they
had been entered into or created after this act takes effect, and the rights, duties, and
interestsflowing from thosetransactionsand liensremain valid after thisact takeseffect;
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(2) Thetransactionsand liens may be terminated, completed, consummated, and
enforced asrequired or permitted by thisact or by thelaw that otherwise would apply if
thisact had not taken effect.

(c) Thisact doesnot affect an action, case, or proceeding commenced beforethis
act takes effect.

400.9-703. (a) A security interest that is enforceable immediately before this act
takeseffect and would havepriority over therightsof aperson that becomesalien creditor
at that timeisa perfected security interest under thisact if, when thisact takes effect, the
applicable requirements for enforceability and perfection under this act are satisfied
without further action.

(b) Except asotherwise provided in section 400.9-705, if, immediately beforethis
act takes effect, a security interest is enfor ceable and would have priority over therights
of a person that becomes a lien creditor at that time, but the applicable requirementsfor
enforceability or perfection under thisact arenot satisfied when thisact takes effect, the
Security interest:

(1) Isaperfected security interest for oneyear after thisact takes effect;

(2) Remainsenfor ceablether eafter only if thesecurity inter est becomesenfor ceable
under section 400.9-203 beforethe year expires; and

(3) Remainsperfected thereafter only if theapplicablerequirementsfor perfection
under thisact are satisfied before the year expires.

400.9-704. A security interest that isenforceableimmediately beforethisact takes
effect but which would besubordinatetotherightsof a person that becomesalien creditor
at that time:

(1) Remainsan enfor ceablesecurity interest for oneyear after thisact takeseffect;

(2) Remains enforceable thereafter if the security interest becomes enfor ceable
under section 400.9-203 when this act takes effect or within one year thereafter; and

(3) Becomes perfected:

(A) Without further action, when thisact takeseffect if theapplicablerequirements
for perfection under thisact are satisfied before or at that time; or

(B) When the applicable requirements for perfection are satisfied if the
requirements are satisfied after that time.

400.9-705. (a) If action, other than the filing of a financing statement, is taken
before this act takes effect and the action would have resulted in priority of a security
interest over therights of a person that becomes a lien creditor had the security interest
become enfor ceable befor e this act takes effect, the action iseffectiveto perfect a security
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interest that attachesunder thisact within oneyear after thisact takeseffect. An attached
security inter est becomesunperfected oneyear after thisact takeseffect unlessthesecurity
interest becomes a perfected security interest under thisact beforethe expiration of that
period.

(b) Thefiling of a financing statement before this act takes effect is effective to
perfect asecurity interest totheextent thefilingwould satisfy theapplicablerequirements
for perfection under thisact.

(c) Thisact doesnot render ineffectivean effectivefinancing statement that, before
thisact takeseffect, isfiled and satisfiesthe applicablerequirementsfor perfection under
the law of the jurisdiction governing perfection as provided in former section 400.9-103.
However, except asotherwiseprovided in subsections(d) and (€) and section 400.9-706, the
financing statement ceasesto be effective at the earlier of:

(1) Thetimethe financing statement would have ceased to be effective under the
law of thejurisdiction in which it isfiled; or

(2) June 30, 2006.

(d) The filing of a continuation statement after this act takes effect does not
continue the effectiveness of the financing statement filed before this act takes effect.
However, upon thetimely filing of a continuation statement after thisact takes effect and
in accordancewith thelaw of thejurisdiction governing perfection asprovided in Part 3,
theeffectivenessof afinancing statement filed in thesame officein that jurisdiction before
thisact takes effect continuesfor the period provided by the law of that jurisdiction.

(e) Subsection (c)(2) applies to a financing statement that, before this act takes
effect, isfiled against a transmitting utility and satisfies the applicable requirements for
perfection under the law of the jurisdiction governing perfection as provided in former
section 400.9-103 only tothe extent that Part 3 providesthat thelaw of ajurisdiction other
than jurisdiction in which thefinancing statement isfiled gover ns perfection of a security
interest in collateral covered by the financing statement.

(f) A financing statement that includes a financing statement filed before this act
takeseffect and a continuation statement filed after thisact takes effect iseffective only to
the extent that it satisfiestherequirementsof Part 5 for an initial financing statement.

400.9-706. (a) Thefiling of an initial financing statement in the office specified in
section 400.9-501 continuesthe effectiveness of a financing statement filed befor e this act
takes effect if:

(1) Thefiling of an initial financing statement in that office would be effective to
perfect a security interest under thisact;

(2) Thepre-effective-datefinancing statement wasfiled in an officein another state
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or another officein thisstate; and

(3) Theinitial financing statement satisfies subsection (c).

(b) Thefiling of an initial financing statement under subsection (a) continuesthe
effectiveness of the pre-effective-date financing statement:

(1) If theinitial financing statement is filed before this act takes effect, for the
period provided in former section 400.9-403 with respect to a financing statement; and

(2) If theinitial financing statement isfiled after thisact takeseffect, for theperiod
provided in section 400.9-515 with respect to an initial financing statement.

(c) To be effective for purposes of subsection (a), an initial financing statement
must:

(1) Satisfy therequirementsof Part 5for an initial financing statement;

(2) Identify the pre-effective-date financing statement by indicating the office in
which thefinancing statement wasfiled and providing thedatesof filing and filenumbers,
if any, of thefinancing statement and of the most recent continuation statement filed with
respect to the financing statement; and

(3 Indicatethat the pre-effective-date financing statement remains effective.

400.9-707. (a) In thissection, " pre-effective-date financing statement” means a
financing statement filed before this act takes effect.

(b) After this act takes effect, a person may add or delete collateral covered by,
continue or terminate the effectiveness of, or otherwise amend the information provided
in, a pre-effective-date financing statement only in accordance with the law of the
jurisdiction governing perfection as provided in Part 3. However, the effectiveness of a
pre-effective-date financing statement also may beter minated in accor dancewith thelaw
of thejurisdiction in which the financing statement isfiled.

(c) Except asotherwiseprovided in subsection (d) of thissection, if thelaw of this
state governs perfection of a security interest, the information in a pre-effective-date
financing statement may be amended after this act takes effect only if:

(1) The pre-effective-date financing statement and an amendment arefiled in the
office specified in section 400.9-501,

(2) Anamendment isfiled in the office specified in section 400.9-501 concurrently
with, or after thefilingin that office of, an initial financing statement that satisfies section
400.9-706(c); or

(3) Aninitial financing statement that providesthe information as amended and
satisfies section 400.9-706(c) isfiled in the office specified in section 400.9-501.

(d) If thelaw of thisstate gover nsperfection of asecurity interest, the effectiveness
of a pre-effective-date financing statement may be continued only under section 400.9-
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705(d) and (f) or section 400.9-706.

(e) Whether or not thelaw of thisstategover nsperfection of asecurity interest, the
effectiveness of a pre-effective-date financing statement filed in this state may be
terminated after thisact takeseffect by filingatermination statement in theofficein which
thepre-effective-datefinancing statement isfiled, unlessaninitial financing statement that
satisfies section 400.9-706(c) has been filed in the office specified by the law of the
jurisdiction governing perfection as provided in Part 3 as the office in which to file a
financing statement.

(f) If thelaw of thisstate gover nsperfection of a security interest, the effectiveness
of apre-effective-datefinancing statement may beter minated after theeffectivedateof this
act only if:

(1) Thepre-effective-datefinancing statement and ater mination statement arefiled
in the office specified in section 400.9-501; or

(2) A termination statement is filed in the office specified in section 400.9-501
concurrently with the filing in that office of an initial financing statement that satisfies
section 400.9-706(c). Under thissubsection, no separ ate fee shall be charged for thefiling
or indexing of the termination statement.

400.9-708. A person may file an initial financing statement or a continuation
statement under thispart if:

(1) Thesecured party of record authorizesthefiling; and

(2) Thefilingisnecessary under thispart:

(A) Tocontinuetheeffectivenessof afinancing statement filed befor ethisact takes
effect; or

(B) To perfect or continue the perfection of a security interest.

400.9-709. (a) Thisact determinesthe priority of conflicting claimsto collateral.
However, if therelativeprioritiesof theclaimswer eestablished befor ethisact takeseffect,
former article 9 determinespriority.

(b) For purposes of section 400.9-322(a), the priority of a security interest that
becomes enfor ceable under section 400.9-203 of thisact datesfrom thetimethisact takes
effect if the security interest is perfected under this act by the filing of a financing
statement before this act takes effect which would not have been effective to perfect the
security interest under former article 9. This subsection does not apply to conflicting
security interests each of which is perfected by thefiling of such a financing statement.

400.9-710. (a) In thissection:

(1) "Former article9records' means:

a. Financing statements and other recordsthat have been filed in the local-filing
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office befor e the effective date of thisact, and that are, or upon processing and indexing
will be, reflected in the index maintained, as of the effective date of this act, by the local-
filing officefor financing statementsand other recor dsfiled in thelocal-filing officebefore
theeffectivedate of thisact; and b. Theindex asof theeffectivedateof thisact. Theterm
does not include recor ds presented to a local-filing office for filing after the effective date
of thisact, whether or not therecordsrelatetofinancing statementsfiled in thelocal-filing
office befor e the effective date of thisact.

(2) "Local-filing office" meansafiling office, other than the office of the secretary
of state, that isdesignated astheproper placetofileafinancing statement under 400.9-401
of former article 9. Theterm appliesonly with respect to a record that covers a type of
collateral asto which thefiling office is designated in that section as the proper placeto
file.

(b) Until June 30, 2006, each local-filing office must maintain all former article 9
recordsin accordancewith former article9. A former article9record that isnot reflected
on theindex maintained on the effective date of thisact, by thelocal-filing office must be
processed and indexed, and r eflected on theindex asof theeffectivedateof thisact, assoon
aspracticablebut in any event no later than thirty daysafter the effective date of thisact.

(c) Until at least June 30, 2006, each local-filing office must respond to requestsfor
information with respect to former article 9 records relating to a debtor and issue
certificates, in accordance with former article 9. The fees charged for responding to
requestsfor informationrelatingtoadebtor and issuing certificateswith respect toformer
article 9 records must bethefeesin effect under former article 9 on June 30, 2001.

(d) After June 30, 2006, each local-filing office may remove and destroy, in
accordance with any then applicablerecord retention law of this state, all former article
9 records, including therelated index.

(e) This section does not apply, with respect to financing statements and other
records, to afiling officein which mortgagesor recordsof mortgageson real property are
required to befiled or recorded, if:

(1) Thecollateral istimber to be cut or as-extracted collateral; or

() Therecord is or relates to a financing statement filed as a fixture and the
collateral isgoodsthat areor areto become fixtures.

[59.040. 1. In acounty of the third class, the question of combining the
officesof circuit clerk and recorder or separating the offices may be submitted to the
voters of the county by the county commission and shall be submitted by the county
commission upon the petition of voters who comprise at least eight percent of the
votersof the county as determined by thetotal votefor governor at thelast preceding
genera election at which a governor was elected.
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2. If the two offices are separate and the question is to combine the two
offices, the question shall be submitted in substantially the following form:

Shall the offices of the circuit clerk and recorder in ........ (name of county)
county be combined?

3. If the two offices are combined and the question is to separate the two
offices, the question shall be submitted in substantially the following form:

Official Ballot

Shall the offices of circuit clerk and recorder in ......(name of county) county
be separated?

4. The submission of the question provided for in this section may be made
at the November election in 1948, or any fourth year thereafter. Any consolidation
or separation brought about as a result of the provisions of this section shall not
become effective until the expiration of the term of office of the officers affected.]

[59.050. Inany county of thethird classwhere the offices of the clerk of the
circuit court and therecorder of deeds are combined and which will become acounty
of the second class on thefirst day of January next following the general election at
which the circuit clerk ex officio recorder of deeds would normally be elected, the
combined office shall not be filled at that general election, but candidates may file
and stand for election for the separate offices of clerk of thecircuit court and recorder
of deeds and the winner of the election for each office shall assume his separate
duties on the first day of January next following the election for the full four-year
term of office]

[59.310. 1. Asused in this section, "page" means any writing, printing or
drawing covering all or part of one side of a paper, other than a plat, not larger than
8 %2 inches x 14 inches, or of a plat not larger than 18 inches x 24 inches, with the
following conditions:

(1) Should sufficient space not be provided for the necessary recording
information and certification on a document, said recording information and
certification shall be placed on an added sheet and such sheet shall be counted as a
page;

(2) The size of print or type on any document to be recorded shall not be
smaller than 8 point. Should any document to be recorded contain type smaller than
8 point, such document must be accompanied by an exact typewritten copy thereof
which will be recorded contemporaneously with the document;

(3) Thedocument must be of sufficient legibility so asto produceaclear and
legible reproduction thereof. Should adocument not be of sufficient legibility so as
to produce aclear and legible reproduction, such document must be accompanied by
an exact typewritten copy thereof which will be recorded contemporaneously with
the document;

(4) Any attachment which extends the length of the page, and any deed or
document larger than 8 %2 inches x 14 inches, other than a plat or survey, shall be
counted as an additional page for each additional 8 %2inches x 14 inches or fraction
thereof. Any plat or survey larger than 18 inches x 24 inches shall be counted as an



H.C.S. S.B. 288 134

22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

additional page for each additional 18 inches x 24 inches or fraction thereof.

2. Any signature on a document shall have the corresponding name typed,
printed or stamped underneath said signature.

3. Recorders shall be allowed fees for their services as follows:

(1) For recording every deed or instrument: $5.00 for the first page and
$3.00 for each page thereafter;

(2) For copying or reproducing any recorded instrument except surveys or
plats. afeenot to exceed $2.00 for thefirst page and $1.00 for every page thereafter;

(3) For every certificate and seal, except when recording an instrument:
$1.00;

(4) For recording aplat or survey of asubdivision, outlots or condominiums:
$25.00 for each page of drawings and cal culations plus $5.00 for each page of other
material;

(5) For recording a survey of one tract of land, in the form of one page:
$5.00 per page;

(6) For copying aplat or survey: afee not to exceed $5.00 for each page;

(7) For every certified copy of a marriage license or application for a
marriage license: $2.00. The only additional fee over and above thisis the $1.00
state user fee on al documents that convey real estate, and a 25-cent fee for
identifying each noteto an instrument when adocument isrecorded that createsalien
against the real estate.]

[59.313. 1. Asusedinthissection for recording in the office of the recorder
of deeds of any city not within a county, "page’ means any writing, printing or
drawing covering al or part of one side of a paper, other than a plat not larger than
8%2inchesx 14 inches, or of aplat not larger than 18 x 24 inches, with thefollowing
conditions:

(1) Should sufficient space not be provided for the necessary recording
information and certification on a document, said recording information and
certification shall be placed on an added sheet and such sheet shall be counted as a
page;

(2) The size of print or type on any document to be recorded shall not be
smaller than 8 point. Should any document to be recorded contain type smaller than
8 point, such document must be accompanied by an exact typewritten copy thereof
which will be recorded contemporaneously with the document. Such additional
documents shall be recorded at the same cost as an original;

(3) Thedocument must be of sufficient legibility so asto produce aclear and
legible reproduction thereof. Should adocument not be of sufficient legibility so as
to produce aclear and legible reproduction, such document must be accompanied by
an exact typewritten copy thereof which will be recorded contemporaneously with
the document;

(4) Any attachment which extends the length of the page, and any deed or
document larger than 8 %2 inches x 14 inches, other than a plat or survey, shall be
counted as an additional page for each additional 8 %2inches x 14 inches or fraction
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thereof. Any plat or survey larger than 18 inches x 24 inches shall be counted as an
additional page for each additional 18 inches x 24 inches or fraction thereof.

2. Any signature on a document shall have the corresponding name typed,
printed or stamped underneath the signature.

3. Therecorder of deedsin any city not within acounty shall be allowed fees
for his services as follows:

(1) For recording every deed or instrument: $10.00 for the first page and
$5.00 for each page thereafter;

(2) For copying or reproducing any recorded instrument, except surveysand
plats: $3.00 for thefirst page and $2.00 for each page thereafter;

(3) For every certificate and seal, except when recording an instrument:
$2.00;

(4) For recording aplat or survey of asubdivision, outlotsor condominiums:
$44.00 for each page of drawings and cal cul ations plus $10.00 for each page of other
materias;

(5) For recording a survey of one tract of land, in the form of one page:
$8.00;

(6) For copying aplat or survey: $8.00 for each page;

(7) For every certified copy of a marriage license or application for a
marriage license: $5.00;

(8) For releasing on the margin: $8.00 for each item released;

(9) For adocument which releases or assigns more than oneitem: $7.50 for
each item beyond one released or assigned in addition to any other charges which
may apply; and

(10) For duplicate reelsof microfilm: $30.00 each. For all other personnel
services, use of equipment and use of office space the recorder of deeds shall set
attendant fees.]

[347.189. Any limited liability company that owns and rents or leases real
property located within any home rule city with a population of more than four
hundred thousand inhabitants which is located in more than one county, shall file
with that city's clerk an affidavit listing the name and address of at |east one person,
who has management control and responsibility for the rea property owned and
leased or rented by the limited liability company.]

[351.440. Upon theissuance of the certificate of merger or the certificate of
consolidation by the secretary of state, the merger or consolidation shall be effected.]

[400.9-101. This article shall be known and may be cited as "Uniform
Commercial Code--Secured Transactions'.]

[400.9-102. (1) Except as otherwise provided in section 400.9-104 on
excluded transactions, this article applies

() to any transaction (regardless of its form) which is intended to create a
security interest in personal property or fixtures including goods, documents,
instruments, general intangibles, chattel papers, or accounts; and also

(b) to any sale of accounts or chattel paper.
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(2) This article applies to security interests created by contract including
pledge, assignment, chattel mortgage, chattel trust, trust deed, factor'slien, equipment
trust, conditional sale, trust receipt, other lien or title retention contract and lease or
consignment intended as security. This article does not apply to statutory liens
except as provided in section 400.9-310.

(3) Theapplication of thisarticleto asecurity interest in asecured 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.]

[400.9-103. (1) Documents, instruments, letters of credit, and ordinary
goods.

() Thissubsection appliesto documentsand instruments, rightsto proceeds
of written letters of credit, and to goods other than those covered by a certificate of
title described in subsection (2), mobile goods described in subsection (3), and
minerals described in subsection (5).

(b) Except asotherwise provided in thissubsection, perfection and the effect
of perfection or non-perfection of asecurity interest in collateral are governed by the
law of the jurisdiction where the collateral iswhen thelast event occursonwhichis
based the assertion that the security interest is perfected or unperfected.

(c) If the partiesto atransaction creating a purchase money security interest
in goods in onejurisdiction understand at the time that the security interest attaches
that the goods will be kept in another jurisdiction, then the law of the other
jurisdiction governs the perfection and the effect of perfection or non-perfection of
the security interest from thetimeit attachesuntil 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 while subject to a
security interest perfected under the law of the jurisdiction from which the collateral
wasremoved, the security interest remains perfected, but if action isrequired by Part
3 of this article to perfect the security interest,

(i) if theaction isnot taken before the expiration of the period of perfection
in the other jurisdiction or the end of four months after the collateral is brought into
this state, whichever period first expires, the security interest becomes unperfected
at theend of that period and isthereafter deemed to have been unperfected as against
a person who became a purchaser after removal;

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

(iii) for the purpose of priority over abuyer of consumer goods (subsection
(2) of section 400.9-307), the period of the effectivenessof afilinginthejurisdiction
from which the collateral is removed is governed by the rules with respect to
perfection in subparagraphs (i) and (ii).

(2) Certificate of title.

(@) This subsection applies to goods covered by a certificate of title issued
under a statute of this state or of another jurisdiction under the law of which
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indication of a security interest on the certificate is required as a condition of
perfection.

(b) Except asotherwise provided inthissubsection, 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 removed from that jurisdiction and thereafter until
thegoodsareregisteredinanother jurisdiction, but in any event not beyond surrender
of thecertificate. After the expiration of that period, the goodsare not covered by the
certificate of title within the meaning of this section.

(c) Except with respect to the rights of a buyer described in the next
paragraph, a security interest, perfected in another jurisdiction otherwise 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 law of the jurisdiction from which the goods are
removed and a certificate of title isissued 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 givesvalue and receives delivery of the goods after issuance
of the certificate and without knowledge of the security interest.

(3) Accounts, general intangibles and mobile goods.

(@) This subsection applies to accounts (other than an account described in
subsection (5) on mineras) and genera intangibles (other than uncertificated
securities) and to goods which are mobile and which are of atype normally used in
more than one jurisdiction, such as motor vehicles, trailers, rolling stock, airplanes,
shipping containers, road building and construction machinery and commercial
harvesting machinery and thelike, if the goods are equipment or areinventory |eased
or held for lease by the debtor to others, and are not covered by a certificate of title
described in subsection (2).

(b) Thelaw (including the conflict of lawsrules) of thejurisdictioninwhich
the debtor is located governs the perfection and the effect of perfection or
non-perfection of the security interest.

(c) If, however, the debtor islocated in ajurisdiction 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
Statesin which the debtor hasits major executive officein the United States governs
the perfection and the effect of perfection or nonperfection of the security interest
throughfiling. Inthe alternative, if the debtor islocated in ajurisdiction whichisnot
a part of the United States or Canada and the collatera is accounts or generd
intangibles for money due or to become due, the security interest may be perfected
by notification to the account debtor. As used in this paragraph, "United States’
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includes its territories and possessions and the Commonwealth of Puerto Rico.

(d) A debtor shall be deemed located at his place of business if he has one,
at his chief executive office if he has more than one place of business, otherwise at
his residence. If, however, the debtor is a foreign air carrier under the Federal
Aviation Act of 1958, asamended, it shall be deemed located at the designated office
of the agent upon whom service of process may be made on behalf of theforeign air
carrier.

(e) A security interest perfected under the law of the jurisdiction of the
location of the debtor is perfected until the expiration of four months after a change
of the debtor'slocation to another jurisdiction, or until perfection would have ceased
by the law 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 deemed to have been unperfected as against a person who became
apurchaser 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
NONPOSSESSOory security interest in chattel paper, but the security interest may not be
perfected by notification to the account debtor.

(5 Minerals.

Perfection and the effect of perfection or non-perfection of asecurity interest
whichiscreated by adebtor who hasan interest in mineralsor thelike (including oil
and gas) before extraction and which attaches thereto as extracted, or which attaches
to an account resulting from the sal e thereof at the wellhead or minehead or governed
by the law (including the conflict of laws rules) of the jurisdiction wherein the
wellhead or minehead is located.

(6) Investment property.

(8) This subsection appliesto investment property.

(b) Except as otherwise provided in paragraph (f), during the time that a
security certificate is located in ajurisdiction, perfection of a security interest, the
effect of perfection or nonperfection, and the priority of a security interest in the
certificated security represented thereby are governed by the local law of that
jurisdiction.

(c) Except as otherwise provided in paragraph (f), perfection of a security
interest, the effect of perfection or non-perfection, and the priority of a security
interest in an uncertificated security are governed by the local law of the issuer's
jurisdiction as specified in section 400.8-110(d).

(d) Except as otherwise provided in paragraph (f), perfection of a security
interest, the effect of perfection or non-perfection, and the priority of a security
interest in a security entitlement or securities account are governed by the local law
of the securities intermediary's jurisdiction as specified in section 400.8-110(e).

(e) Except as otherwise provided in paragraph (f), perfection of a security
interest, the effect of perfection or nonperfection, and the priority of a security
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interest inacommodity contract or commaodity account aregoverned by thelocal law
of the commodity intermediary's jurisdiction. The following rules determine a
"commodity intermediary's jurisdiction” for purposes of this paragraph:

(i) If an agreement between the commodity intermediary and commodity
customer specifies that it is governed by the law of a particular jurisdiction, that
jurisdiction is the commodity intermediary's jurisdiction.

(i) If an agreement between the commodity intermediary and commodity
customer does not specify the governing law as provided in subparagraph (i), but
expressly specifies that the commodity account is maintained at an office in a
particular jurisdiction, that jurisdiction isthe commodity intermediary'sjurisdiction.

(iii) If an agreement between the commodity intermediary and commodity
customer does not specify ajurisdiction as provided in subparagraphs (i) or (ii), the
commodity intermediary'sjurisdictionisthejurisdictioninwhichislocated the office
identified in an account statement as the office serving the commodity customer's
account.

(iv) If an agreement between the commodity intermediary and commodity
customer does not specify ajurisdiction as provided in subparagraphs (i) or (ii) and
an account statement does not identify an office serving the commodity customer's
account as provided in subparagraph (iii), the commodity intermediary'sjurisdiction
is the jurisdiction in which is located the chief executive office of the commodity
intermediary.

(f) Perfection of a security interest by filing, automatic perfection of a
security interest ininvestment property granted by abroker or securitiesintermediary,
and automatic perfection of asecurity interest inacommodity contract or commodity
account granted by a commaodity intermediary are governed by the local law of the
jurisdiction in which the debtor is located.]

[400.9-104. Thisarticle does not apply

(@) to asecurity interest subject to any statute of the United States to the
extent that such statute governs the rights of partiesto and third parties affected by
transactions in particular types of property; or

(b) toalandlord'slien; or

(c) to alien given by statute or other rule of law for services or materials
except as provided in section 400.9-310 on priority of such liens; or

(d) to atransfer of a claim for wages, salary or other compensation of an
employee; or

(e) to atransfer by agovernment or governmental subdivision or agency; or

() toasaleof accounts or chattel paper as part of a sale of the business out
of which they arose, or an assignment of accounts or chattel paper which is for the
purpose of collection only, or atransfer of aright to payment under a contract to an
assigneewho isalso to do the performance under the contract or atransfer of asingle
account to an assigneein whole or partia satisfaction of a preexisting indebtedness,
or

(g) to atransfer of an interest or claim in or under any policy of insurance,
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except as provided with respect to proceeds (section 400.9-306) and priorities and
proceeds (section 400.9-312); or

(h) to aright represented by ajudgment (other than a judgment taken on a
right to payment which was collateral); or

(i) toany right of setoff; or

() except to the extent that provison is made for fixtures in section
400.9-313, to the creation or transfer of aninterestin or lien on real estate, including
alease or rents thereunder; or

(k) to atransfer in whole or in part of any claim arising out of tort; or

(1) toatransfer of aninterest in any deposit account (subsection (1) of section
400.9-105), except as provided with respect to proceeds (section 400.9-306) and
priorities and proceeds (section 400.9-312); or

(m) to atransfer of an interest in aletter of credit other than the rights to
proceeds of awritten letter of credit.]

[400.9-105. (1) InthisArticle unless the context otherwise requires:

(@ "Account debtor" means the person who is obligated on an account,
chattel paper or general intangible;

(b) "Chattel paper" means a writing or writings which evidence both a
monetary obligation and a security interest in or a lease of specific goods, but a
charter or other contract involving the use or hire of a vessel is not chattel paper.
When atransaction is evidenced both by such a security agreement or alease and by
an instrument or a series of instruments, the group of writings taken together
constitutes chattel paper;

(c) "Collatera" meansthe property subject to asecurity interest, and includes
accounts and chattel paper which have been sold,;

(d) "Debtor" means the person who owes payment 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. Where the debtor and the owner of
the collateral are not the same person, the term "debtor" means the owner of the
collateral inany 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” means a demand, time, savings, passbook or like
account maintained with a bank, savings and loan association, credit union or like
organization, other than an account evidenced by a certificate of deposit;

(f) "Document™ means document of title asdefined in the general definitions
of article 1 (section 400.1-201), and areceipt of the kind described in subsection (2)
of section 400.7-201;

(g) "Encumbrance" includes real estate mortgages and other liens on real
estate and all other rightsin real estate that are not ownership interests;

(h) "Goods" includes al things which are movable at the time the security
interest attaches or which are fixtures (section 400.9-313), but does not include
money, documents, instruments, investment property, accounts, chattel paper, general
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intangibles, or mineralsor thelike (including oil and gas) before extraction. "Goods'
also includes standing timber which isto be cut and removed under a conveyance or
contract for sale, the unborn young of animals and growing crops,

(i) "Instrument” means a negotiable instrument (defined in section
400.3-104), or any other writing which evidences a right to the payment of money
and is not itself a security agreement or lease and is of atype which isin ordinary
course of business transferred by delivery with any necessary endorsement or
assignment. The term does not include investment property;

() "Mortgage" meansaconsensual interest created by areal estate mortgage,
adeed of trust on real estate, or the like;

(k) An advance is made "pursuant to commitment” if the secured party has
bound himself to makeit, whether or not asubsequent event of default or other event
not within his control has relieved or may relieve him from his obligation;

() "Security agreement” means an agreement which creates or provides for
asecurity interest;

(m) "Secured party" means a lender, seller or other person in whose favor
thereisasecurity interest including aperson to whom accounts or chattel paper have
been sold. When the holders of obligations issued under an indenture of trust,
equipment trust agreement or thelike are represented by atrustee or other person, the
representative is the secured party;

(n) "Transmitting utility" meansany person primarily engagedintherailroad,
street railway or trolly bus business, the electric or electronics communications
transmission business, the transmission of goods by pipeline, or the transmission or
the production and transmission of electricity, steam, gas or water, or the provision
of sewer service;

(2) Other definitions applying to this Article and the sectionsin which they
appear are:

"Account". Section 400.9-106.

"Attach". Section 400.9-203.

"Commodity contract”. Section 400.9-115.

"Commodity customer". Section 400.9-115.

"Commodity intermediary”. Section 400.9-115.

"Construction mortgage”. Section 400.9-313(1).

"Consumer goods'. Section 400.9-109(1).

"Control". Section 400.9-115.

"Equipment"”. Section 400.9-109(2).

"Farm products'. Section 400.9-109(3).

"Fixture". Section 400.9-313.

"Fixture filing". Section 400.9-313.

"General intangibles'. Section 400.9-106.

"Inventory"”. Section 400.9-109(4).

"Investment property”. Section 400.9-115.

"Letter of credit”. Section 400.5-102.
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"Lien creditor". Section 400.9-301(3).

"Proceeds’. Section 400.9-306(1).

"Purchase money security interest”. Section 400.9-107.

"Rights to proceeds of awritten letter of credit”. Section 400.5- 114(a).

"United States". Section 400.9-103.

(3) Thefollowing definitions in other articles apply to this article:

"Broker". Section 400.8-102.

"Certificated security”. Section 400.8-102.

"Check". Section 400.3-104.

"Clearing corporation”. Section 400.8-102.

"Contract for sale". Section 400.2-106.

"Control". Section 400.8-106.

"Delivery". Section 400.8-301.

"Entitlement holder". Section 400.8-102.

"Financial asset". Section 400.8-102.

"Holder in due course”. Section 400.3-302.

"Note". Section 400.3-104.

"Sale". Section 400.2-106.

"Securities intermediary”. Section 400.8-102.

"Security”. Section 400.8-102.

"Security certificate". Section 400.8-102.

"Security entitlement”. Section 400.8-102.

"Uncertificated security”. Section 400.8-102.

(4) In addition article 1 contains general definitions and principles of
construction and interpretation applicable throughout this article.]

[400.9-106. "Account" means any right to payment for goods sold or |eased
or for services rendered which is not evidenced by an instrument or chattel paper,
whether or not it has been earned by performance. "General intangibles' means any
personal property (including things in action) other than goods, accounts, chattel
paper, documents, investment property, instruments, rights to proceeds of written
lettersof credit, and money. All rightsto payment earned or unearned under acharter
or other contract involving the use or hire of avessel and all rights incident to the
charter or contract are accounts.]

[400.9-107. A security interestisa"purchase money security interest” to the
extent that it is

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

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

[400.9-108. Where asecured party makes an advance, incurs an obligation,
releases a perfected security interest, or otherwise gives new value which is to be
secured in whole or in part by after-acquired property his security interest in the
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after-acquired collateral shall be deemed to betaken for new value and not as security
for an antecedent debt if the debtor acquires hisrightsin such collateral either in the
ordinary course of hisbusiness or under a contract of purchase made pursuant to the
security agreement within areasonable time after new valueis given.]

[400.9-109. Goods are

(1) "Consumer goods' if they are used or bought for use primarily for
personal, family or household purposes;

(2) "Equipment" if they are used or bought for use primarily in business
(including farming or aprofession) or by a debtor who isanonprofit organization or
a governmental subdivision or agency or if the goods are not included in the
definitions of inventory, farm products or consumer goods;

(3 "Farm products’ if they are crops or livestock or supplies used or
produced in farming operations or if they are products of crops or livestock in their
unmanufactured states (such asginned cotton, wool clip, maplesyrup, milk and eggs),
and if they are in the possession of adebtor engaged in raising, fattening, grazing or
other farming operations. If goodsarefarm productsthey are neither equipment nor
inventory;

(4) "Inventory" if they are held by a person who holdsthem for sale or lease
or to be furnished under contracts of serviceor if he has so furnished them, or if they
are raw materials, work in process or materials used or consumed in a business.
Inventory of a person is not to be classified as his equipment.]

[400.9-110. 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.]

[400.9-111. The creation of a security interest is not a bulk transfer under
article 6 (see section 400.6-103).]

[400.9-112. Unless otherwise agreed, when a secured party knows that
collateral is owned by a person who is not the debtor, the owner of the collatera is
entitled to receive from the secured party any surplus under section 400.9-502(2) or
under section 400.9-504(1), and is not liable for the debt or for any deficiency after
resale, and he has the same right as the debtor

(a) to receive statements under section 400.9-208;

(b) to receive notice of and to object to a secured party's proposal to retain
the collateral in satisfaction of the indebtedness under section 400.9-505;

(c) toredeem the collateral under section 400.9-506;

(d) to obtain injunctive or other relief under section 400.9-507(1); and

(e) torecover losses caused to him under section 400.9-208(2).]

[400.9-113. 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 lawfully obtain possession of the goods

(@) no security agreement is necessary to make the security interest
enforceable; and
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7 (b) nofilingisrequired to perfect the security interest; and
8 (c) therights of the secured party on default by the debtor are governed (i)
9 by the Article on Sales (Article 2) in the case of a security interest arising solely
0 under such Article or (ii) by the Article on Leases (Article 2A) in the case of a
1 security interest arising solely under such Article.]
[400.9-114. (1) A personwho deliversgoodsunder aconsignment whichis
2 not a security interest and who would be required to file under this article by
3 paragraph (3)(c) of section 400.2-326 has priority over a secured party who is or
4 becomesacreditor of the consignee and who would have aperfected security interest
5 in the goods if they were the property of the consignee, and also has priority with
6 respect to identifiable cash proceeds received on or before delivery of the goods to
7 abuyer, if
8 (a) the consignor complies with the filing provision of the article on sales
9 with respect to consignments (paragraph (3)(c) of section 400.2-326) before the
10 consignee recelves possession of the goods; and
11 (b) the consignor gives notification in writing to the holder of the security
12 interest if the holder hasfiled afinancing statement covering the sametypes of goods
13 before the date of the filing made by the consignor; and
14 (c) the holder of the security interest receives the notification within five
15 years before the consignee receives possession of the goods; and
16 (d) the notification states that the consignor expects to deliver goods on
17 consignment to the consignee, describing the goods by item or type.
18 (2) Inthe case of aconsignment whichisnot asecurity interest and in which
19 the requirements of the preceding subsection have not been met, a person who
20 delivers goods to another is subordinate to a person who would have a perfected
21 security interest in the goods if they were the property of the debtor.
22 (3) A person who consigns consumer goods, except for motor vehicles,
23 trailers, manufactured or mobile homes not for highway use, and any type of
24 watercraft, asdefined in chapter 306, RSMo, to aconsigneeto sell shall havethe sole
25 obligation to notify the lienholder of the goods to be sold, that such goods will be
26 offered for sale on acertain date. At notime shall the consignee be held liableto the
27 lienholder, providing the consignee sellsin good faith and is acting only asthe agent
28 for the consignor.]
[400.9-115. (1) Inthisarticle:
2 (@ "Commodity account” means an account maintained by a commodity
3 intermediary in which acommodity contract is carried for commodity customers;
4 (b) "Commodity contract” meansacommodity futurescontract, an optionon
5 a commodity futures contract, a commodity option, or other contract that, in each
6 case, is:
7 (i) Traded on or subject to the rules of a board of trade that has been
8 designated as a contract market for such a contract pursuant to the federal
9 commodities laws; or
0 (it) Traded on aforeign commodity board of trade, exchange or market, and
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is carried on the books of a commodity intermediary for acommodity customer;

(c) "Commodity customer” means a person for whom a commodity
intermediary carries acommaodity contract on its books;

(d) "Commodity intermediary” means:

(i) A person who isregistered as a futures commission merchant under the
federal commodities laws; or

(i1) A person who in the ordinary course of its business provides clearance
or settlement services for a board of trade that has been designated as a contract
market pursuant to the federa commaodities laws;

(e) "Control" with respect to a certificated security, uncertificated security,
or security entitlement has the meaning specified in section 400.8-106. A secured
party has control over acommodity contract if by agreement among the commodity
customer, the commodity intermediary, and the secured party, the commodity
intermediary has agreed that it will apply any value distributed on account of the
commodity contract as directed by the secured party without further consent by the
commodity customer. If a commodity customer grants a security interest in a
commodity contract toitsown commodity intermediary, thecommodity intermediary
as secured party has control. A secured party has control over a securities account
or commodity account if the secured party has control over all security entitlements
or commodity contracts carried in the securities account or commodity account;

(f) "Investment property” means:

(i) A security, whether certificated or uncertificated;

(if) A security entitlement;

(iii) A securities account;

(iv) A commodity contract; or

(v) A commodity account.

(2) Attachment or perfection of a security interest in a securities account is
also attachment or perfection of asecurity interest in all security entitlementscarried
in the securities account. Attachment or perfection of a security interest in a
commodity account is also attachment or perfection of a security interest in all
commodity contracts carried in the commodity account.

(3) A description of collateral in asecurity agreement or financing statement
is sufficient to create or perfect a security interest in a certificated security,
uncertificated security, security entitlement, securitiesaccount, commodity contract,
or commodity account whether it describes the collateral by those terms, or as
investment property, or by description of the underlying security, financial asset, or
commodity contract. A description of investment property collateral in a security
agreement or financing statement issufficient if it identifiesthe collateral by specific
listing, by category, by quantity, by a computational or alocationa formula or
procedure, or by any other method, if the identity of the collateral is objectively
determinable.

(4) Perfection of asecurity interest ininvestment property isgoverned by the
following rules:
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(a) A security interest in investment property may be perfected by control;

(b) Except asotherwise providedin paragraphs(c) and (d), asecurity interest
in investment property may be perfected by filing;

(c) If the debtor is abroker or securities intermediary, a security interest in
investment property isperfected when it attaches. Thefiling of afinancing statement
with respect to a security interest in investment property granted by a broker or
securities intermediary has no effect for purposes of perfection or priority with
respect to that security interest;

(d) If a debtor is a commodity intermediary, a security interest in a
commodity contract or acommodity account is perfected whenit attaches. Thefiling
of afinancing statement with respect to a security interest in acommodity contract
or a commodity account granted by a commodity intermediary has no effect for
purposes of perfection or priority with respect to that security interest.

(5) Priority between conflicting security interests in the same investment
property is governed by the following rules:

(@) A security interest of a secured party who has control over investment
property has priority over a security interest of a secured party who does not have
control over the investment property;

(b) Except as otherwise provided in paragraphs (c) and (d), conflicting
security interest of secured parties each of whom has control rank equally;

(c) Except as otherwise agreed by the securities intermediary, a security
interest in a security entitlement or a securities account granted to the debtor's own
securities intermediary has priority over any security interest granted by the debtor
to another secured party;

(d) Except as otherwise agreed by the commodity intermediary, a security
interest inacommodity contract or acommaodity account granted to the debtor'sown
commodity intermediary has priority over any security interest granted by the debtor
to another secured party;

(e) Conflicting security interests granted by a broker, a securities
intermediary, or acommodity intermediary which are perfected without control rank
equally;

(f) In al other cases, priority between conflicting security interest in
investment property is governed by section 400.9-312(5), (6), and (7). Section
400.9-312(4) does not apply to investment property.

(6) If asecurity certificate in registered form is delivered to a secured party
pursuant to agreement, awritten security agreement isnot required for attachment or
enforceability of the security interest, delivery sufficesfor perfection of the security
interest, and the security interest has priority over a conflicting security interest
perfected by means other than control, even if a necessary indorsement is lacking.]

[400.9-116. (1) If a person buys a financial asset through a securities
intermediary in atransaction in which thebuyer isobligated to pay the purchase price
to the securities intermediary at the time of the purchase, and the securities
intermediary credits the financial asset to the buyer's securities account before the
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buyer pays the securities intermediary, the securities intermediary has a security
interest in the buyer's security entitlement securing the buyer's obligation to pay. A
security agreement is not required for attachment or enforceability of the security
interest, and the security interest is automatically perfected.

(2) If acertificated security, or other financial asset represented by awriting
whichintheordinary course of businessistransferred by delivery with any necessary
indorsement or assignment is delivered pursuant to an agreement between persons
in the business of dealing with such securities or financial assets and the agreement
calls for delivery versus payment, the person delivering the certificate or other
financial asset has a security interest in the certificated security or other financial
asset securing the seller's right to receive payment. A security agreement is not
required for attachment or enforceability of the security interest, and the security
interest is automatically perfected.]

[400.9-201. Except as otherwise provided by this chapter a security
agreement is effective according to its terms between the parties, against purchasers
of the collateral and against creditors. Nothing inthisarticle validates any charge or
practice illegal under any statute or regulation thereunder governing usury, small
loans, retail installment sales, or the like, or extends the application of any such
statute or regulation to any transaction not otherwise subject thereto.]

[400.9-202. Each provision of this article with regard to rights, obligations
and remedies applies whether title to collateral is in the secured party or in the
debtor.]

[400.9-203. (1) Subject to the provisions of section 400.4-208 on the
security interest of acollecting bank, sections400.9-115 and 400.9- 116 on security
interestsin investment property, and section 400.9-113 on a security interest arising
under the article on sales, a security interest is not enforceable against the debtor or
third parties with respect to the collateral and does not attach unless:

(&) the collatera is in the possession of the secured party pursuant to
agreement, the collateral is investment property and the secured party has control
pursuant to agreement, or the debtor has signed a security agreement which contains
a description of the collateral and in addition, when the security interest covers
timber to be cut, a description of the land concerned;

(b) value has been given; and

(c) the debtor hasrightsin the collateral.

(2) A security interest attaches when it becomes enforceable against the
debtor with respect to the collateral. Attachment occurs as soon as all of the events
specified in subsection (1) have taken place unless explicit agreement postponesthe
time of attaching.

(3) Unlessotherwise agreed asecurity agreement givesthe secured party the
rights to proceeds provided by section 400.9-306.

(4) A transaction, although subject to thisarticle, is also subject to sections
365.010t0 365.160, RSM o, and sections 408.100 to 408.562, RSMo, and inthe case
of conflict between the provisions of thisarticle and any such statute, the provisions
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22 of such statute control. Failure to comply with any applicable statute has only the
23 effect which is specified therein.]

[400.9-204. (1) Except as provided in subsection (2), a security agreement
may provide that any or all obligations covered by the security agreement are to be
secured by after-acquired collateral.

(2) No security interest attaches under an after-acquired property clause to
consumer goods other than accessions (section 400.9-314) when given as additional
security unless the debtor acquires rights in them within ten days after the secured
party gives vaue.

(3) Onligationscovered by asecurity agreement may includefutureadvances
or other value whether or not the advances or value are given pursuant to
commitment (subsection (1) of section 400.9-105).]

[400.9-205. A security interest isnot invalid or fraudulent against creditors
by reason of liberty in the debtor to use, commingle or dispose of all or part of the
collateral (including returned or repossessed goods) or to collect or compromise
accounts or chattel paper, or to accept the return of goods or make repossessions or
to use, commingle 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. Thissection
does not relax the requirements of possession where perfection of a security interest
depends upon possession of the collateral by the secured party or by abailee.]

[400.9-206. (1) Subject to any statute or decision which establishes a
different rule for buyers or lessees of consumer goods, an agreement by a buyer or
lessee that he will not assert against an assignee any claim or defense which he may
have against 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 atype which may be asserted against a holder in due course of a
negotiableinstrument under the article on commercial paper (article 3). A buyer who
aspart of onetransaction signs both anegotiableinstrument and asecurity agreement
makes such an agreement.

(2) When a seller retains a purchase money security interest in goods the
article on sales (article 2) governs the sale and any disclaimer, limitation or
modification of the seller's warranties.]

[400.9-207. (1) A secured party must use reasonabl e carein the custody and
preservation of collateral in his possession. In the case of an instrument or chattel
paper reasonable careincludestaking necessary stepsto preserverightsagainst prior
parties unless otherwise agreed.

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

(a) reasonable expenses (including the cost of any insurance and payment 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 collatera;

(b) therisk of accidental loss or damage is on the debtor to the extent of any
deficiency in any effective insurance coverage;
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(c) the secured party may hold as additional security any increase or profits
(except money) received from the collateral, but money so received, unlessremitted
to the debtor, shall be applied in reduction of the secured obligation;

(d) the secured party must keep the collateral identifiable but fungible
collateral may be commingled;

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

(3) A secured party is liable for any loss caused by his failure to meet any
obligation imposed by the preceding subsections but does not lose his security
Interest.

(4) A secured party may use or operate the collateral for the purpose of
preserving the collateral or itsvalue or pursuant to the order of acourt of appropriate
jurisdiction or, except in the case of consumer goods, in the manner and to the extent
provided in the security agreement.]

[400.9-208. (1) A debtor may sign a statement indicating what he believes
to be the aggregate amount of unpaid indebtedness as of a specified date and may
send it to the secured party with arequest that the statement be approved or corrected
and returned to the debtor. When the security agreement or any other record kept by
the secured party identifies the collateral adebtor may similarly request the secured
party to approve or correct alist of the collateral.

(2) The secured party must comply with such a request within two weeks
after receipt by sending awritten correction or approval. If the secured party clams
asecurity interest in all of aparticular type of collateral owned by the debtor he may
indicatethat fact in hisreply and need not approve or correct an itemized list of such
collateral. If the secured party without reasonable excuse failsto comply heisliable
for any loss caused to the debtor thereby; and if the debtor has properly included in
his request a good faith statement of the obligation or alist of the collateral or both
the secured party may claim asecurity interest only as shown in the statement agai nst
persons misled by his failure to comply. If he no longer has an interest in the
obligation or collateral at the time the request isreceived he must disclose the name
and address of any successor in interest known to him and he isliable for any loss
caused to the debtor as aresult of failureto disclose. A successor in interest is not
subject to this section until arequest is received by him.

(3) A debtor is entitled to such a statement once every six months without
charge. Thesecured party may require payment of acharge not exceedingtendollars
for each additional statement furnished.]

[400.9-301. (1) Except as otherwise provided in subsection (2), an
unperfected security interest is subordinate to the rights of

(a) persons entitled to priority under section 400.9-312;

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

(c) inthe case of goods, instruments, documents, and chattel paper, aperson
who is not a secured party and who is a transferee in bulk or other buyer not in
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ordinary course of businessto the extent that he gives value and receives delivery of
the collateral without knowledge of the security interest and before it is perfected;

(d) inthe case of accounts, general intangibles, and investment property, a
person who is not a secured party and who is atransferee to the extent that he gives
value without knowledge of the security interest and before it is perfected.

(2) If the secured party files with respect to a purchase money security
interest before or within twenty days after the debtor receives possession of the
collateral, hetakes priority over therights of atransfereein bulk or of alien creditor
which arise between the time the security interest attaches and the time of filing.

(3) A"liencreditor" meansacreditor who hasacquired alien onthe property
involved by attachment, levy or the like and includes an assignee for benefit of
creditors from the time of assignment, and a trustee in bankruptcy from the date of
the filing of the petition or areceiver in equity from the time of appointment.

(4) A person who becomes a lien creditor while a security interest is
perfected takes subject to the security interest only to the extent that it secures
advances made before he becomes alien creditor or within forty-five daysthereafter
or made without knowledge of the lien or pursuant to a commitment entered into
without knowledge of the lien.]

[400.9-302. (1) A financing statement must be filed to perfect all security
interests except the following:

(@) asecurity interest in collateral in possession of the secured party under
section 400.9-305;

(b) a security interest temporarily perfected in instruments, certificated
securities, or documentswithout delivery under section 400.9-304 or in proceedsfor
aten-day period under section 400.9-306;

(c) asecurity interest created by an assignment of abeneficial interest in a
trust or a decedent's estate;

(d) a purchase money security interest in consumer goods; but filing is
required for a motor vehicle required to be registered; and fixture filing is required
for priority over conflicting interests in fixtures to the extent provided in section
400.9-313;

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

(f) asecurity interest of acollecting bank (section 400.4-208) or in securities
(section 400.8-321) or arising under the article on sales (see section 400.9-113) or
covered in subsection (3) of this section;

(g) an assignment for the benefit of all the creditors of the transferor, and
subsequent transfers by the assignee thereunder;

(h) asecurity interest ininvestment property whichisperfected without filing
under section 400.9-115 or section 400.9-116.

(2) If asecured party assignsaperfected security interest, nofiling under this
article is required in order to continue the perfected status of the security interest
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against creditors of and transferees from the original debtor.

(3) Thefiling of afinancing statement otherwise required by this articleis
not necessary or effective to perfect a security interest in property subject to

(a) astatute or treaty of the United States which provides for a national or
international registration or a national or international certificate of title or which
specifies aplace of filing different from that specified in thisarticle for filing of the
security interests; or

(b) section 301.190, RSMo, or section 306.400, RSMo; but during any period
in which collateral is inventory held for sale by a person who is in the business of
selling goods of that kind, the filing provisions of this article (part 4) apply to a
security interest in that collatera created by him as debtor; or

(c) acertificate of title statute of another jurisdiction under thelaw of which
indication of a security interest on the certificate is required as a condition of
perfection (subsection (2) of section 400.9-103).

(4) Compliance with a statute or treaty described in subsection (3) is
equivaent 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
compliance therewith, except as provided in section 400.9-103 on multiple state
transactions. Duration and renewal of perfection of a security interest perfected by
compliance with the statute or treaty or governed by the provisions of the statute or
treaty; in other respects the security interest is subject to this article.]

[400.9-303. (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
arespecifiedin sections400.9-115, 400.9-302, 400.9-304, 400.9-305 and 400.9-306.
If such steps are taken before the security interest attaches, it is perfected at thetime
when it attaches.

(2) If asecurity interest is originally perfected in any way permitted under
thisarticleandissubsequently perfectedin someother way under thisarticle, without
anintermediate period when it was unperfected, the security interest shall be deemed
to be perfected continuously for the purposes of this article.]

[400.9-304. (1) A security interest in chattel paper or negotiable documents
may be perfected by filing. A security interest in the rights to proceeds of awritten
letter of credit can be perfected only by the secured party's taking possession of the
letter of credit. A security interest in money or instruments (other than instruments
which constitute part of chattel paper) can be perfected only by the secured party's
taking possession, except as provided in subsections (4) and (5) of this section and
subsections (2) and (3) of section 400.9-306 on proceeds.

(2) During the period that goods are in the possession of the issuer of a
negotiable document therefor, a security interest in the goods is perfected by
perfecting a security interest in the document, and any security interest in the goods
otherwise perfected during such period is subject thereto.

(3) A security interest in goods in the possession of a bailee other than one
who has issued a negotiable document therefor is perfected by issuance of a
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document in the name of the secured party or by the bailee's receipt of notification
of the secured party'sinterest or by filing as to the goods.

(4) A security interest in instruments, certificated securities, or negotiable
documents is perfected without filing or the taking of possession for a period of
twenty-one days from the time it attaches to the extent that it arises for new value
given under awritten security agreement.

(5 A security interest remains perfected for a period of twenty-one days
without filing where a secured party having a perfected security interest in an
instrument, a certificated security, a negotiable document or goods in possession of
a bailee other than one who has issued a negotiable document therefor:

(@) makes available to the debtor the goods or documents representing the
goods for the purpose of ultimate sale or exchange or for the purpose of loading,
unloading, storing, shipping, transshipping, manufacturing, processing or otherwise
dealing with them in a manner preliminary to their sale or exchange, but priority
between conflicting security interests in the goods is subject to subsection (3) of
section 400.9-312; or

(b) delivers the instrument or certificated security to the debtor for the
purpose of ultimate sale or exchange or of presentation, collection, renewal, or
registration of transfer.

(6) After the twenty-one day period in subsections (4) and (5) perfection
depends upon compliance with applicable provisions of thisarticle.]

[400.9-305. A security interest in letters of credit and advices of credit
(subsection (2)(a) of section 400.5-116), goods, instruments, money, negotiable
documents, or chattel paper may be perfected by the secured party'staking possession
of the collateral. A security interest in the right to proceeds of a written letter of
credit may be perfected by the secured party'staking possession of theletter of credit.
If such collateral other than goods covered by a negotiable document is held by a
bailee, the secured party is deemed to have possession from the time the bailee
receives notification of the secured party's interest. A security interest is perfected
by possession from the time possession istaken without rel ation back and continues
only so long as possession isretained, unless otherwise specified in thisarticle. The
security interest may be otherwise perfected as provided in thisarticle before or after
the period of possession by the secured party.]

[400.9-306. (1) "Proceeds' includes whatever is received upon the sale,
exchange, collection or other disposition of collateral or proceeds. Insurance payable
by reason of loss or damage to the collateral is proceeds, except to the extent that it
is payableto aperson other than a party to the security agreement. Any payments or
distributions made with respect to investment property collateral are proceeds.
Money, checks, deposit accountsandthelikeare"cash proceeds’. All other proceeds
are "non-cash proceeds".

(2) Except wherethisarticleotherwiseprovides, asecurity interest continues
in collateral notwithstanding sale, exchange or other disposition thereof unless the
disposition was authorized by the secured party in the security agreement or
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otherwise provided the creditor agrees in writing, and aso continues in any
identifiable proceeds including collections 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 interest and becomes unperfected ten days after receipt of the
proceeds by the debtor unless

(a) afiledfinancing statement coverstheoriginal collateral and the proceeds
are collateral in which a security interest may be perfected by filing in the office or
officeswherethefinancing statement hasbeen filed and, if the proceeds are acquired
with cash proceeds, the description of collateral in the financing statement indicates
the types of property constituting the proceeds;

(b) afiled financing statement coverstheoriginal collateral and the proceeds
are identifiable cash proceeds;

(c) the origina collateral was investment property and the proceeds are
identifiable cash proceeds; or

(d) the security interest in the proceedsis perfected before the expiration of
theten-day period. Except asprovided in this section, asecurity interest in proceeds
can be perfected only by the methods or under the circumstances permitted in this
articlefor origina collatera of the same type.

(4) Intheevent of insolvency proceedingsinstituted by or against a debtor,
asecured party with aperfected security interest in proceeds has a perfected security
interest only in the following proceeds:

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

(b) in identifiable cash proceeds in the form of money which is neither
commingled with other money nor deposited in a deposit account prior to the
insolvency proceedings,

(c) inidentifiable cash proceedsin theform of checksand thelikewhich are
not deposited in a deposit account prior to the insolvency proceedings; and

(d) inall 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 of setoff; and

(i) limited to an amount 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 sum of (1) the paymentsto the secured party on account of cash
proceeds received by the debtor during such period and (I1) the cash proceeds
received by the debtor during such period to which the secured party isentitled under
paragraphs (a) through (c) of this subsection (4).

(5) If a sae of goods results in an account or chattel paper which is
transferred by the seller to a secured party, and if the goods are returned to or are
repossessed by the seller or the secured party, the following rules determine
priorities:
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(a) If thegoodswere collateral at thetime of sale, for an indebtedness of the
seller whichisstill unpaid, the original security interest attaches again to the goods
and continues as a perfected security interest if it was perfected at the time when the
goods were sold. If the security interest was originally perfected by afiling which
is still effective, nothing further is required to continue the perfected status; in any
other case, the secured party must take possession of the returned or repossessed
goods or must 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 (@) to the extent that the transferee of the chattel paper was
entitled to priority under section 400.9-308.

(c) Anunpaid 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 paragraph (a).

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

[400.9-307. (1) A buyer in ordinary course of business (subsection (9) of
section 400.1-201) other than aperson buying farm products from a person engaged
in farming operations takes free of a security interest created by his seller even
though the security interest is perfected and even though the buyer knows of its
existence.

(2) Inthe case of consumer goods and in the case of farm equipment having
an original purchase price not in excess of five hundred dollars (other than fixtures,
see section 400.9-313), abuyer takesfree of asecurity interest even though perfected
if he buys without knowledge of the security interest, for value and for his own
personal, family or household purposes or his own farming operations unless prior
to the purchase the secured party has filed a financing statement covering such
goods.]

[400.9-308. A purchaser of chattel paper or an instrument who gives new
value and takes possession of it in the ordinary course of his business has priority
over a security interest in the chattel paper or instrument

(@ which is perfected under section 400.9-304 (permissive filing and
temporary perfection) or under section 400.9-306 (perfection as to proceeds) if he
acts without knowledge that the specific paper or instrument is subject to a security
interest; or

(b) which is claimed merely as proceeds of inventory subject to a security
interest (section 400.9-306) even though he knows that the specific paper or
instrument is subject to the security interest.]

[400.9-309. Nothinginthisarticlelimitstherightsof aholder in due course
of a negotiable instrument (section 400.3-302) or a holder to whom a negotiable
document of title has been duly negotiated (section 400.7-501) or a protected
purchaser of a security (section 400.8-303) and such holders or purchasers take
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priority over an earlier security interest even though perfected. Filing under this
article does not constitute notice of the security interest to such holders or
purchasers.]

[400.9-310. When a person in the ordinary course of his business furnishes
services or materials with respect to goods subject to a security interest, alien 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 otherwise.]

[400.9-311. The debtor's rights in collateral may be voluntarily or
involuntarily transferred (by way of sale, creation of a security interest, attachment,
levy, garnishment or other judicial process) notwithstanding a provision in the
security agreement prohibiting any transfer or making the transfer constitute a
default.]

[400.9-312. (1) Therulesof priority stated in other sections of this part and
in the following sections shall govern when applicable: section 400.4-210, with
respect to the security interests of collecting banks in items being collected,
accompanying documents and proceeds; section 400.9-103 on security interests
related to other jurisdictions; section 400.9-114 on consignments; section 400.9-115
on security interestsin investment property.

(2) A perfected security interest in crops for new vaue given to enable the
debtor to produce the crops during the production season and given not more than
three months before the crops become growing crops by planting or otherwise takes
priority over an earlier perfected security interest to the extent that such earlier
interest secures obligations due more than six months before the crops become
growing crops by planting or otherwise, even though the person giving new value had
knowledge of the earlier security interest.

(3) A perfected purchase money security interest in inventory has priority
over a conflicting security interest in the same inventory and also has priority in
identifiable cash proceeds received on or before the delivery of the inventory to a
buyer if

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

(b) the purchase money secured party gives notification in writing to the
holder of the conflicting security interest if the holder had filed afinancing statement
covering the same types of inventory (i) before the date of the filing made by the
purchase money secured party, or (ii) before the beginning of the twenty-one-day
period where the purchase money security interest is temporarily perfected without
filing or possession (subsection (5) of section 400.9-304); and

(c) the holder of the conflicting security interest receives the notification
within five years before the debtor receives possession of the inventory; and

(d) the notification states that the person giving the notice has or expectsto
acquireapurchase money security interest ininventory of the debtor, describing such
inventory by item or type.



H.C.S. S.B. 288 156

31
32
33
34
35
36
37
38
39
40
4
42
43
a4
45
46
47
48
49
50
51
52
53
54
55

(4) A purchasemoney security interest in collateral other than inventory has
priority over aconflicting security interest in the same collateral or its proceedsif the
purchase money security interest is perfected at the time the debtor receives
possession of the collatera or within twenty days thereafter.

(5) In all cases not governed by other rules stated in this section (including
cases of purchase money security interests which do not qualify for the special
priorities set forth in subsections (3) and (4) of this section), priority between
conflicting security interestsin the same collateral shall be determined according to
the following rules:

(&) Conflicting security interests rank according to priority in time of filing
or perfection. Priority dates from the time a filing is first made covering the
collatera or the time the security interest is first perfected, whichever is earlier,
provided that thereis no period thereafter when thereis neither filing nor perfection.

(b) Solongasconflicting security interestsare unperfected, thefirst to attach
has priority.

(6) For the purposes of subsection (5) a date of filing or perfection as to
collateral is also adate of filing or perfection as to proceeds.

(7) If futureadvancesare madewhileasecurity interest is perfected by filing,
the taking of possession, or under section 400.9-115 or section 400.9-116 on
investment property, the security interest has the same priority for the purposes of
subsection (5) or section 400.9-115(5) with respect to the future advances as it does
with respect to the first advance. If a commitment is made before or while the
security interest is so perfected, the security interest has the same priority with
respect to advances made pursuant thereto. In other cases a perfected security
interest has priority from the date the advance is made.]

[400.9-313. (1) Inthissection and in the provisions of part 4 of thisarticle
referring to fixture filing, unless the context otherwise requires

() goodsare"fixtures" when they become so related to particular real estate
that an interest in them arises under real estate law;

(b) a"fixturefiling” isthe filing in the office where a mortgage on the real
estate would befiled or recorded of afinancing statement covering goods which are
or are to become fixtures and conforming to the requirements of subsection (5) of
section 400.9-402;

(c) amortgage is a"construction mortgage" to the extent that it secures an
obligation incurred for the construction of an improvement on land including the
acquisition cost of the land, if the recorded writing so indicates.

(2) A security interest under this article may be created in goods which are
fixtures or may continue in goods which become fixtures, but no security interest
exists under this article in ordinary building materials incorporated into an
improvement on land.

(3) Thisarticle does not prevent creation of an encumbrance upon fixtures
pursuant to real estate law.

(4) A perfected security interest in fixtures has priority over the conflicting
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interest of an encumbrancer or owner of the real estate where

(a) the security interest isa purchase money security interest, the interest of
the encumbrancer or owner arises before the goods become fixtures, the security
interest is perfected by afixturefiling before the goods becomefixtures or withinten
days thereafter, and the debtor has an interest of record in the rea estate or isin
possession of the real estate; or

(b) the security interest is perfected by afixture filing before the interest of
the encumbrancer or owner is of record, the security interest has priority over any
conflicting interest of a predecessor in title of the encumbrancer or owner, and the
debtor hasan interest of record in thereal estate or isin possession of thereal estate;
or

(c) thefixtures are readily removable factory or office machines or readily
removable replacements of domestic appliances which are consumer goods, and
before the goods become fixtures the security interest is perfected by any method
permitted by this article; or

(d) the conflicting interest is alien on the real estate obtained by lega or
equitable proceedings after the security interest was perfected by any method
permitted by this article.

(5) A security interestinamanufactured home asdefinedin section 700.010,
RSMo, which has been perfected pursuant to sections 700.350 to 700.390, RSMo,
has priority over the conflicting interest of an encumbrancer or owner of the red
estateif the security agreement was made before the manufactured home was placed
upon the real estate. This subdivision shall apply only to security interests in
manufactured homes which are placed on real property after August 28, 1998. This
subdivision shall not prevent the use of fixture filings for manufactured homes.

(6) A security interest in fixtures, whether or not perfected, has priority over
the conflicting interest of an encumbrancer or owner of the real estate where

(&8 the encumbrancer or owner has consented in writing to the security
interest or has disclaimed an interest in the goods as fixtures; or

(b) the debtor has aright to remove the goods as against the encumbrancer
or owner. If the debtor's right terminates, the priority of the security interest
continues for a reasonable time.

(7) Notwithstanding paragraph (a) of subsection (4) but otherwise subject to
subsections (4), (5) and (6), a security interest in fixtures is subordinate to a
construction mortgage recorded before the goods become fixtures if the goods
become fixtures before the completion of the construction. To the extent that it is
given to refinance a construction mortgage, a mortgage has this priority to the same
extent as the construction mortgage.

(8) In cases not within the preceding subsections, a security interest in
fixturesis subordinate to the conflicting interest of an encumbrancer or owner of the
related real estate who is not the debtor.

(9) When the secured party has priority over all owners and encumbrancers
of thereal estate, he may, on default, subject to the provisions of part 5, remove his



H.C.S. S.B. 288 158

62
63

collateral from thereal estate, but he must reimburse any encumbrancer or owner of
thereal estate who isnot the debtor and who has not otherwise agreed for the cost of
repair of any physical injury, but not for any diminution in value of the real estate
caused by the absence of the goods removed or by any necessity of replacing them.
A person entitled to reimbursement may refuse permission to remove until the
secured party gives adequate security for the performance of this obligation.]

[400.9-314. (1) A security interest in goods which attaches before they are
installed in or affixed to other goodstakes priority asto the goodsinstalled or affixed
(calledinthissection"accessions') over theclaimsof al personsto thewhol e except
as stated in subsection (3) and subject to section 400.9-315(1).

(2) A security interest which attaches to goods after they become part of a
whole is valid against all persons subsequently acquiring interests in the whole
except as stated in subsection (3) but isinvalid against any person with aninterestin
thewhol e at thetimethe security interest attachesto the goodswho hasnot inwriting
consented to the security interest or disclaimed an interest in the goods as part of the
whole.

(3) The security interests described in subsections (1) and (2) do not take
priority over

(@) asubsequent purchaser for value of any interest in the whole; or

(b) acreditor with alien on the whole subsequently obtained by judicial
proceedings; or

(c) acreditor withaprior perfected security interest in thewholeto the extent
that he makes subsequent advances if the subsequent purchase is made, the lien by
judicial proceedings obtained or the subsequent advance under the prior perfected
security interest ismade or contracted for without knowledge of the security interest
and beforeit is perfected. A purchaser of the whole at aforeclosure sale other than
the holder of aperfected security interest purchasing at hisown foreclosuresaleisa
subsequent purchaser within this section.

(4) When under subsections (1) or (2) and (3) asecured party has an interest
in accessions which has priority over the claims of al personswho haveinterestsin
the whole, he may on default subject to the provisions of part 5 remove his collateral
from the whole but he must reimburse any encumbrancer or owner of the wholewho
is not the debtor and who has not otherwise agreed for the cost of repair of any
physical injury but not for any diminution in value of the whole caused by the
absence of the goods removed or by any necessity for replacing them. A person
entitled to reimbursement may refuse permission to remove until the secured party
gives adequate security for the performance of this obligation.]

[400.9-315. (1) If asecurity interestin goodswas perfected and subsequently
the goods or a part thereof have become part of a product or mass, the security
interest continues in the product or mass if

(a) thegoodsare so manufactured, processed, assembled or commingled that
thelir identity islost in the product or mass; or

(b) afinancing statement covering the original goodsalso coversthe product
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into which the goods have been manufactured, processed or assembled. In acaseto
which paragraph (b) applies, no separate security interest in that part of the original
goods which has been manufactured, processed or assembled into the product may
be claimed under section 400.9-314.

(2) When under subsection (1) morethan one security interest attachesto the
product or mass, they rank equally according to the ratio that the cost of the goods
to which each interest originally attached bears to the cost of the total product or
mass.]

[400.9-316. Nothing in this article prevents subordination by agreement by
any person entitled to priority.]

[400.9-317. Themereexistence of asecurity interest or authority giventothe
debtor to dispose of or use collateral does not impose contract or tort liability upon
the secured party for the debtor's acts or omissions.]

[400.9-318. (1) Unless an account debtor has made an enforceable
agreement not to assert defensesor claimsarising out of asale asprovided in section
400.9-206 the rights of an assignee are subject to

(a) dl thetermsof the contract between the account debtor and assignor and
any defense or claim arising therefrom; and

(b) any other defense or claim of the account debtor against the assignor
which accrues before the account debtor receives notification of the assignment.

(2) Sofar astheright to payment or apart thereof under an assigned contract
has not been fully earned by performance, and notwithstanding notification of the
assignment, any modification of or substitution for the contract made in good faith
and in accordance with reasonable commercial standards is effective against an
assignee unless the account debtor has otherwise agreed but the assignee acquires
corresponding rightsunder the modified or substituted contract. Theassignment may
provide that such modification or substitution is a breach by the assignor.

(3) The account debtor is authorized to pay the assignor until the account
debtor receives notification that the amount due or to become due has been assigned
and that payment is to be made to the assignee. A notification which does not
reasonably identify the rights assigned is ineffective. If requested by the account
debtor, theassignee must seasonably furni sh reasonabl e proof that the assignment has
been made and unless he does so the account debtor may pay the assignor.

(4) A term in any contract between an account debtor and an assignor is
ineffectiveif it prohibits assignment of an account or prohibits creation of asecurity
interest in a general intangible for money due or to become due, or requires the
account debtor's consent to such assignment or security interest.]

[400.9-401. (1) Theproper placetofileinorder to perfect asecurity interest
isasfollows:

(@) when the collatera is equipment used in farming operations, or farm
products, or accounts, or general intangibles arising from or relating to the sale of
farm products by afarmer, or consumer goods, then in the office of the recorder of
deedsin the county of the debtor's residence or if the debtor is not aresident of this
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state then in the office of the recorder of deeds in the county where the goods are
kept, and in addition when the collateral iscropsgrowing or to begrowninthe office
of the recorder of deedsin the county where the land is located;

(b) when the collateral istimber to be cut, minerals or the like (including oil
and gas) or accounts subject to subsection (5) of section 400.9-103, or when the
financing statement isfiled as afixture filing (section 400.9-313) and the collateral
isgoodswhich are or are to become fixtures, then in the office where a mortgage on
the real estate concerned would be filed for record, and any such filing shall be for
record;

(c) inall other cases, inthe office of the secretary of state and in addition, if
the debtor has a place of businessin only one county of this state, also in the office
of the recorder of deeds of such county, or, if the debtor has no place of businessin
this state, but resides in the state, also in the office of the recorder of deeds of the
county in which he resides.

(2) A filingwhichismadein good faith in an improper place or not in all of
the places required by this section is nevertheless effective with regard to any
collateral asto which thefiling complied with the requirements of thisarticleandis
also effectivewithregardto collateral covered by thefinancing statement against any
person who has knowledge of the contents of such financing statement.

(3) Afilingwhichismadeinthe proper placeinthisstate continueseffective
even though the debtor's residence or place of business or the location of the
collateral or its use, whichever controlled the original filing, is thereafter changed.

(4) The rules stated in section 400.9-103 determine whether filing is
necessary in this stete.

(5 Notwithstanding the preceding subsections, and subject to subsection (3)
of section 400.9-302, the proper placeto filein order to perfect asecurity interest in
collatera, including fixtures, of atransmitting utility isthe office of the secretary of
state. Thisfiling constitutes a fixture filing (section 400.9-313) asto the collateral
described therein which is or is to become a fixture.

(6) For the purposes of this section, the residence of an organization isits
place of business, if it has one, or its chief executive officeif it has more than one
place of business.]

[400.9-402. (1) A financing statement is sufficient if it gives the names of
the debtor and the secured party, is signed by the debtor, gives an address of the
secured party from which information concerning the security interest may be
obtained, gives amailing address of the debtor and contains a statement indicating
the types, or describing theitems, of collateral. A financing statement may befiled
before a security agreement is made or a security interest otherwise attaches. When
the financing statement covers timber to be cut or covers minerals or the like
(including oil and gas) or accounts subject to subsection (5) of section 400.9-103, or
when the financing statement is filed as afixture filing (section 400.9-313) and the
collateral is goods which are or are to become fixtures, the statement must also
comply with subsection (5). A copy of the security agreement is sufficient as a
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financing statement if it contains the above information and is signed by the debtor.
A carbon, photographic or other reproduction of a security agreement or afinancing
statement is sufficient asafinancing statement if the security agreement so provides
or if the original has been filed in this state.

(2) A financing statement which otherwise complies with subsection (1) is
sufficient when it is signed by the secured party instead of the debtor if itisfiled to
perfect a security interest in:

(@) collateral aready subject to a security interest in another jurisdiction
when it is brought into this state, or when the debtor's location is changed to this
state. Such afinancing statement must state that the collateral was brought into this
state or that the debtor'slocation was changed to this state under such circumstances;
or

(b) proceeds under section 400.9-306 if the security interest in the original
collateral was perfected. Such a financing statement must describe the original
collatera; or

(c) collateral asto which the filing has lapsed; or

(d) collateral acquired after achange of name, identity or corporate structure
of the debtor (subsection (7)).

(3) A form substantially as follows is sufficient to comply with subsection
(D:

Name of debtor (OF 8SSIGNON)......ccoeieererriereerie e

AAIESS ..o criiiiis e

Name of secured party (Or 8SSIgNEL)........coerveereeereereereeseeneenn

AAIESS......oeeeece e e

1. Thisfinancing statement coversthefollowing types (or items) of property:

(=S e ] o =) SRR

2. (If applicable) The above goods are to become fixtures on

Where appropriate substitute either "The above timber is standing on
................. " or "The above minerals or the like (including oil and gas) or accounts
will befinanced at the wellhead or minehead of the well or minelocated on .............
(Describe Red Estate) .............. and thisfinancing statement isto befiled intherea
estate records. (If the debtor does not have an interest of record) The name of a
FECONT OWNEN IS ..iuvieiiie ettt ettt s e e snaeereeas

3. (If products of collateral are claimed) Products of the collatera are aso
covered.

(USB e e

IS e e e r e

applicable) Signature of Secured Party (or Assignee)

(4) A financing statement may be amended by filing awriting signed by both
the debtor and the secured party. An amendment does not extend the period of
effectiveness of a financing statement. If any amendment adds collatera, it is
effective as to the added collateral only from the filing date of the amendment. In
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this article, unless the context otherwise requires, the term "financing statement”
means the original financing statement and any amendments.

(5) A financing statement covering timber to be cut or covering minerals or
the like (including oil and gas) or accounts subject to subsection (5) of section
400.9-103, or afinancing statement filed asafixturefiling (section 400.9-313) where
the debtor isnot atransmitting utility, must show that it coversthistype of collateral,
must recitethat it isto befiled in thereal estate records, and the financing statement
must contain a description of the real estate sufficient if it were contained in a
mortgage of thereal estateto give constructive notice of the mortgage under the law
of this state. If the debtor does not have an interest of record in the real estate, the
financing statement must show the name of arecord owner.

(6) A mortgage is effective as afinancing statement filed as afixturefiling
from the date of its recording if (a) the goods are described in the mortgage by item
or type, (b) thegoods are or areto becomefixturesrelated to thereal estate described
in the mortgage, (¢) the mortgage complies with the requirements for a financing
statement in this section other than arecital that it is to be filed in the real estate
records, and (d) the mortgage is duly recorded. No fee with reference to the
financing statement isrequired other than the regular recording and satisfaction fees
with respect to the mortgage.

(7) A financing statement sufficiently showsthename of thedebtor if it gives
theindividual, limited liability company, partnership or corporate name of thedebtor,
whether or not it adds other trade names or the names of partners. Where the debtor
so changes such debtor's name or in the case of an organization its name, identity or
organizational structure that a filed financing statement becomes seriously
misleading, the filing is not effective to perfect a security interest in collateral
acquired by the debtor more than four months after the change, unless a new
appropriate financing statement is filed before the expiration of that time. A
financing statement shall not be deemed seriously misleading for purposes of this
section by the merger, consolidation, share exchange or conversion of adebtor from
onetype of entity (e.g. corporation, partnership, limited partnership, limited liability
company) into another and a corresponding change in the debtor's name, providing
the debtor's name changes only to the extent of adding or changing the designation
of the debtor'sform of organization, and by way of example and not of limitation, the
change from "incorporation” or "inc." to "limited liability company" or "LLC" isnot
seriously misleading, provided it follows the debtor's name. A filed financing
statement remains effective with respect to collateral transferred by the debtor even
though the secured party knows of or consents to the transfer.

(8) A financing statement substantially complying with the requirements of
this section is effective even though it contains minor errors which are not seriously
misleading.]

[400.9-403. (1) Presentation for filing of afinancing statement and tender
of thefiling fee or acceptance of the statement by thefiling officer constitutesfiling
under thisarticle.
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(2) Except as provided in subsection (7) of this section, a filed financing
statement is effective for a period of five years from the date of filing. The
effectiveness of afiled financing statement lapses on the expiration of the five-year
period, unlessacontinuation statement isfiled prior to thelapse. If asecurity interest
perfected by filing exists at the time insolvency proceedings are commenced by or
against a debtor, the security interest remains perfected until termination of the
insolvency proceedings and thereafter for a period of sixty days or until expiration
of the five-year period, whichever occurs later. If a security interest perfected by
filing exists at the time insolvency proceedings are commenced by or against the
debtor, the secured party shall give the filing officer written notice of insolvency
proceedings, and failing such notice, the filing officer may act as though insolvency
proceedings have not been commenced. Without regard to the secured party's
compliancewith thisnotice requirement, the security interest remainsperfected until
the termination of the insolvency proceedings and thereafter for a period of sixty
days, or until the financing statement would otherwise have expired, whichever
occurs later. Upon lapse, the security interest becomes unperfected, unless it is
perfected without filing. If the security interest becomes unperfected upon lapse, it
is deemed to have been unperfected as against a person who became a purchaser or
lien creditor before lapse.

(3) The uniform fee for filing, indexing and furnishing filing data for a
financing statement on officially approved forms shall be six dollars. The uniform
feefor filing forms of a size other than officially approved by the secretary of state
shall be six dollars, plus one dollar per page for attachments. The uniform fee for
filing, indexing and furnishing filing data for an amendment on officially approved
forms shall be four dollars. The uniform fee for filing forms of a size other than
officialy approved by the secretary of state shall be six dollars, plus one dollar per
page for attachments.

(4) A continuation statement may be filed by the secured party within six
months prior to the expiration of the five-year period specified in subsection (2).
Any such continuation statement must be signed by the secured party, identify the
origina statement by file number and state that the original statement is till
effective. A continuation statement signed by a person other than the secured party
of record must be accompanied by a separate written statement of assignment signed
by the secured party of record and complying with subsection (2) of section
400.9-405, including payment of the required fee. Upon timely filing of the
continuation statement, the effectiveness of the origina statement is continued for
five years after the last date to which the filing was effective whereupon it lapsesin
the same manner as provided in subsection (2) unlessanother continuation statement
isfiled prior to such lapse. Succeeding continuation statements may be filed in the
same manner to continuethe effectiveness of theoriginal statement. Unlessastatute
on disposition of public records provides otherwise, the filing officer may remove a
lapsed statement from the files and destroy it.

(5) Except as provided in subsection (8), afiling officer shall mark each
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statement with afile number and with the date and hour of filing and shall hold the
statement, or amicrofilm or other photographic copy thereof, for public inspection.
In addition the filing officer shall index the statements according to the name of the
debtor and shall notein theindex the file number and the address of the debtor given
in the statement.

(6) Theuniformfeefor filing and indexing and for stamping acopy furnished
by the secured party to show the date and place of filing for a continuation statement
shall befour dollarsif the statement isof the standard size prescribed by the secretary
of state. Theuniformfeefor filing formsof asize other than that officially approved
by the secretary of state shall be six dollars, plusonedollar per page for attachments.

(7) If thedebtor isatransmitting utility (subsection (5) of section 400.9-401)
and afiled financing statement so states, it is effective until atermination statement
isfiled. A real estate mortgage which iseffective asafixturefiling under subsection
(6) of section 400.9-402 remains effective as a fixture filing until the mortgage is
released or satisfied of record or its effectiveness otherwise terminates asto the real
estate.

(8) When afinancing statement covers timber to be cut or covers minerals
or the like (including oil and gas) or accounts subject to subsection (5) of section
400.9-103, or is filed as a fixture filing, the filing officer shall index it under the
names of the debtor and any owner of record shown on the financing statement in the
same fashion as if they were the mortgagors in a mortgage of the real estate
described, and, to the extent that the law of this state provides for indexing of
mortgages under the name of the mortgagee, under the name of the secured party as
if hewere the mortgagee thereunder, or whereindexing is by description inthe same
fashion asif the financing statement were a mortgage of the real estate described.]

[400.9-404. (1) Whenever thereisno outstanding secured obligation and no
commitment to makeadvances, incur obligationsor otherwisegivevalue, the secured
party must on written demand by the debtor send the debtor a statement that he no
longer claims a security interest under the financing statement, which shall be
identified by file number. A termination statement signed by a person other than the
secured party of record must include or be accompanied by the assignment or a
statement by the secured party of record that he has assigned the security interest to
the signer of thetermination statement. Theuniformfeefor filing and indexing such
an assignment or statement thereof on officially approved forms shall befour dollars.
The uniform fee for filing and indexing such an assignment or statement thereof
made on forms of a size other than that officially approved by the secretary of state
shall be six dollars, plusone dollar per page for attachments. If the affected secured
party failsto send such atermination statement within ten days after proper demand
therefor he shall be liable to the debtor for one hundred dollars, and in addition for
any loss caused to the debtor by such failure.

(2) On presentation to the filing officer of such atermination statement he
must note it in the index. The filing officer shall remove from the files, mark
"terminated” and send or deliver to the secured party the financing statement and any
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continuation statement, statement of assignment or statement of release pertaining
thereto.

(3) No fee shall be charged for filing, indexing, sending or delivering a
termination statement.]

[400.9-405. (1) A financing statement may disclose an assignment of a
security interest in the collateral described in the financing statement by indication
in the financing statement of the name and address of the assignee or by an
assignment itself or a copy thereof on the face or back of the statement. On
presentation to the filing officer of such afinancing statement the filing officer shall
mark the same as provided in section 400.9-403(5). The uniform fee for filing,
indexing and furnishing filing data for a financing statement so indicating an
assignment on officially approved forms shall be six dollars. The uniform fee for
filing forms of asize other than that officially approved by the secretary of state shall
be six dollars, plus one dollar per page for attachments.

(2) A secured party may assign of record all or a part of hisrights under a
financing statement by the filing in the place where the original financing statement
was filed of a separate written statement of assignment signed by the secured party
of record and setting forth the name of the secured party of record and the debtor, the
file number and the date of filing of the financing statement and the name and
address of the assignee and containing a description of the collateral assigned. A
copy of the assignment is sufficient as a separate statement if it complies with the
preceding sentence. On presentation to thefiling officer of such aseparate statement,
the filing officer shall mark such separate statement with the date and hour of the
filing. Heshall notethe assignment on theindex of the financing statement, or inthe
case of afixturefiling, or afiling covering timber to be cut, or covering minerals or
the like (including oil and gas) or accounts subject to subsection (5) of section
400.9-103, he shall index the assignment under the name of the assignor as grantor
and, to the extent that the law of this state provides for indexing the assignment of
a mortgage under the name of the assignee, he shall index the assignment of the
financing statement under the name of the assignee. The uniform fee for filing,
indexing and furnishing filing data about such a separate statement of assignment
shall befour dollarsif the statement is of the standard size prescribed by the secretary
of state and otherwise shall be six dollars, plus one dollar per page for attachments.
Notwithstanding the provisions of this subsection, an assignment of record of a
security interest in a fixture contained in a mortgage effective as a fixture filing
(subsection (6) of section 400.9-402) may be made only by an assignment of the
mortgage in the manner provided by the law of this state other than this chapter.

(3) After the disclosure or filing of an assignment under this section, the
assignee is the secured party of record.]

[400.9-406. A secured party of record may by his signed statement release
all or apart of any collateral described in afiled financing statement. The statement
of releaseissufficient if it contains a description of the collateral being released, the
name and address of the debtor, the name and address of the secured party, and the
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file number of the financing statement. A statement of release signed by a person
other than the secured party of record must be accompanied by a separate written
statement of assignment signed by the secured party of record and complying with
subsection (2) of section 400.9-405, including payment of the required fee. Upon
presentation of such a statement of release to the filing officer he shall mark the
statement with the hour and date of filing and shall note the same upon the margin
of the index of thefiling of the financing statement. The uniform fee for filing and
noting such a statement of release shall be four dollars if the statement is of the
standard size prescribed by the secretary of state and otherwise shall be six dollars,
plus one dollar per page for attachments.]

[400.9-407. (1) If the person filing any financing statement, termination
statement, statement of assignment, or statement of release, furnishes the filing
officer acopy thereof, thefiling officer shall upon request note upon the copy thefile
number and date and hour of the filing of the origina and deliver or send the copy
to such person.

(2) Upon request of any person, the filing officer shall issue his certificate
showing whether there is on file on the date and hour stated therein, any presently
effective financing statement naming a particular debtor and any statement of
assignment thereof and if there is, giving the date and hour of filing of each such
statement and the names and addresses of each secured party therein. The uniform
fee for such a certificate shall be eight dollars. Upon request the filing officer shall
issue his certificate showing a copy of all filed financing statements and statements
of assignment naming aparticular debtor. Theuniformfeefor such acertificate shall
be eight dollars, plusfifty cents per page copied after ten pages.]

[400.9-408. Notwithstanding any other provisions of this chapter, the
following special provisionsapply whereafinancing statement isrequired to befiled
for record in the office where amortgage on the real estate concerned would befiled
for record.

(1) Any amendment, continuation statement, termination statement,
statement of assignment, or statement of release incidental to such a financing
statement shall be filed for record in the same office where the original financing
statement is recorded.

(2) Inaddition to other requirements of this part of this chapter, every such
statement incidental to such afinancing statement shall refer to the original financing
statement by book and page of the record thereof.

(3) Such financing statements and such other statements incidental thereto
shall be recorded in the real estate mortgage records, and shall be indexed as redl
estate mortgages. |If any statement shows the name of arecord owner of the red
estate which is other than the name of the debtor or the secured party, the statement
also shall be indexed in the mortgagor index according to the name of such record
owner. Such financing statements and such other statements incidental thereto are
entitled to be recorded even though not proved or acknowledged and certified. Fees
for recording and related services shall be the same as the fees authorized by law in
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the case of real estate mortgages.

(4) The recorder of deeds shall not be liable for any loss resulting from
failure of the recorder to record and index a financing statement or other statement
incidental thereto as a mortgage on real estate unlessit is clearly evident that such
recording is desired, either by written instructions endorsed on the financing
statement or other statement incidental thereto directing that it be recorded and
indexed asamortgage on real estate, by payment of the recording fee, or otherwise.]

[400.9-409. A consignor or lessor of goods may file a financing statement
using theterms"consignor"”, "consignee”, "lessor”, "lessee" or the likeinstead of the
terms specified in section 400.9-402. The provisions of this part shall apply as
appropriate to such afinancing statement but its filing shall not of itself be afactor
in determining whether or not the consignment or lease is intended as security
(section 400.1-201(37)). However, if it is determined for other reasons that the
consignment or lease is so intended, a security interest of the consignor or lessor
which attaches to the consigned or leased goods is perfected by such filing.]

[400.9-501. (1) When adebtor isin default under a security agreement, a
secured party has the rights and remedies provided in this part and except as limited
by subsection (3) those provided in the security agreement. Hemay reduce hisclaim
to judgment, foreclose or otherwise enforce the security interest by any available
judicial procedure. If the collateral is documents the secured party may proceed
either as to the documents or as to the goods covered thereby. A secured party in
possession has the rights, remedies and duties provided in section 400.9-207. The
rights and remedies referred to in this subsection are cumulative.

(2) After default, the debtor hastherightsand remedies provided in this part,
those provided in the security agreement and those provided in section 400.9-207.

(3) Totheextent that they giverightsto the debtor and impose duties on the
secured party, therules stated in the subsectionsreferred to bel ow may not bewaived
or varied except as provided with respect to compulsory disposition of collateral
(subsection (3) of section 400.9-504 and section 400.9-505) and with respect to
redemption of collateral (section 400.9-506) but the parties may by agreement
determine the standards by which the fulfillment of these rights and dutiesis to be
measured if such standards are not manifestly unreasonable:

(@) subsection (2) of section 400.9-502 and subsection (2) of section
400.9-504 insofar as they require accounting for surplus proceeds of collateral;

(b) subsection (3) of section 400.9-504 and subsection (1) of section
400.9-505 which deal with disposition of collateral;

(c) subsection (2) of section 400.9-505 which deals with acceptance of
collateral as discharge of obligation;

(d) section 400.9-506 which deals with redemption of collateral; and

(e) subsection (1) of section 400.9-507 which deals with the secured party's
liability for failure to comply with this part.

(4) If the security agreement covers both real and personal property, the
secured party may proceed under this part as to the personal property or he may



H.C.S. S.B. 288 168

29
30
31
32
33

O~NO Ok, WN

=
PO OWOO~NOUIRWN

[ —

proceed as to both the real and the personal property in accordance with his rights
and remediesin respect of thereal property in which case the provisions of this part
do not apply.

(5) When a secured party has reduced his claim to judgment the lien of any
levy which may be made upon his collateral by virtue of any execution based upon
the judgment shall relate back to the date of the perfection of the security interest in
such collateral. A judicial sale, pursuant to such execution, is aforeclosure of the
security interest by judicial procedure within the meaning of this section, and the
secured party may purchase at the sale and thereafter hold the collateral free of any
other requirements of thisarticle]

[400.9-502. (1) When so agreed and in any event on default the secured
party is entitled to notify an account debtor or the obligor on an instrument to make
payment to him whether or not the assignor was theretofore making collections on
the collateral, and also to take control of any proceeds to which heis entitled under
section 400.9-306.

(2) A secured party who by agreement is entitled to charge back uncollected
collateral or otherwise to full or limited recourse against the debtor and who
undertakes to collect from the account debtors or obligors must proceed in a
commercialy reasonable manner and may deduct his reasonable expenses of
realization from the collections. If the security agreement secures an indebtedness,
the secured party must account to the debtor for any surplus, and unless otherwise
agreed, the debtor isliablefor any deficiency. But, if the underlying transaction was
asale of accountsor chattel paper, the debtor isentitled to any surplusor isliablefor
any deficiency only if the security agreement so provides.]

[400.9-503. Unless otherwise agreed a secured party has on default the right
totake possession of thecollateral. Intaking possession asecured party may proceed
without judicial process if this can be done without breach of the peace or may
proceed by action. If the security agreement so provides the secured party may
requirethedebtor to assemblethecollateral and makeit availableto the secured party
at a place to be designated by the secured party which is reasonably convenient to
both parties. Without removal a secured party may render equipment unusable, and
may dispose of collateral on the debtor's premises under section 400.9-504.]

[400.9-504. (1) A secured party after default may sell, lease or otherwise
dispose of any or all of the collateral in its then condition or following any
commercially reasonable preparation or processing. Any sale of goodsis subject to
the article on sales (article 2). The proceeds of disposition shall be applied in the
order following to

(a) thereasonable expenses of retaking, holding, preparing for sale or lease,
selling or leasing and thelike and, to the extent provided for in the agreement and not
prohibited by law, the reasonable attorney fees and legal expenses incurred by the
secured party;

(b) the satisfaction of indebtedness secured by the security interest under
which the disposition is made;
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(c) the satisfaction of indebtedness secured by any subordinate security
interest in the collateral if written notification of demand therefor is received before
distribution of the proceeds is completed. If requested by the secured party, the
holder of asubordinate security interest must seasonably furnish reasonabl e proof of
his interest, and unless he does so, the secured party need not comply with his
demand.

(2) If the security interest secures an indebtedness, the secured party must
account to the debtor for any surplus, and, unless otherwise agreed, the debtor is
liable for any deficiency. But if the underlying transaction was a sale of accounts or
chattel paper, the debtor isentitled to any surplus or isliable for any deficiency only
if the security agreement so provides.

(3) Disposition of the collateral may be by public or private proceedings and
may be made by way of one or more contracts. Sale or other disposition may be as
aunit or in parcelsand at any time and place and on any terms but every aspect of the
disposition including the method, manner, time, place and terms must be
commercialy reasonable. Unless collateral is perishable or threatens to decline
speedily in value or is of atype customarily sold on arecognized market, reasonable
notification of the time and place of any public sale or reasonabl e notification of the
time after which any private sale or other intended disposition isto be made shall be
sent by the secured party to the debtor. If he has not signed after default a statement
renouncing or modifying hisright to notification of sale, but no such statement shall
be effectivein the case of consumer goods. In the case of consumer goods, no other
notification need be sent. In other cases, notification shall be sent to any other
secured party from whom the secured party has received (before sending his
notification to the debtor) written notice of a claim of an interest in the collateral.
The secured party may buy at any public sale and if the collateral is of a type
customarily sold in arecognized market or isof atypewhich isthe subject of widely
distributed standard price quotations he may buy at private sale.

(4) When collateral is disposed of by a secured party after default, the
disposition transfers to a purchaser for value all of the debtor's rights therein,
discharges the security interest under which it is made and any security interest or
lien subordinatethereto. The purchaser takesfreeof all suchrightsandinterestseven
though the secured party fails to comply with the requirements of this part or of any
judicial proceedings

(8 inthe case of apublic sae, if the purchaser has no knowledge of any
defectsin the sale and if he does not buy in collusion with the secured party, other
bidders or the person conducting the sale; or

(b) inany other case, if the purchaser actsin good faith.

(5) A personwhoisliableto asecured party under aguaranty, endorsement,
repurchase agreement or the like and who receives atransfer of collateral from the
secured party or is subrogated to hisrights has thereafter the rights and duties of the
secured party. Such atransfer of collateral isnot asaleor disposition of thecollateral
under thisarticle]
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[400.9-505. (1) If the debtor has paid sixty percent of the cash pricein the
case of apurchase money security interest in consumer goods or sixty percent of the
loan in the case of another security interest in consumer goods, and has not signed
after default a statement renouncing or modifying hisrights under this part asecured
party who has taken possession of collateral must dispose of it under section
400.9-504 and if he fails to do so within ninety days after he takes possession the
debtor at his option may recover in conversion or under section 400.9-507(1) on
secured party's liability.

(2) In any other case involving consumer goods or any other collateral a
secured party in possession may, after default, propose to retain the collateral in
satisfaction of the obligation. Written notice of such proposal shall be sent to the
debtor. Except in cases of consumer goods, notice shall be sent to any other secured
party from whom the secured party has received (before sending his notice to the
debtor) written notice of aclaim of an interest in the collateral. If the secured party
receives objection in writing from a person entitled to receive notification within
twenty-one days after the notice was sent, the secured party must dispose of the
collateral under section 400.9-504. In the absence of such written objection the
secured party may retain the collateral in satisfaction of the debtor's obligation.]

[400.9-506. At any time before the secured party has disposed of collateral
or entered into a contract for its disposition under section 400.9-504 or before the
obligation has been discharged under section 400.9-505(2) the debtor or any other
secured party may unless otherwise agreed in writing after default redeem the
collateral by tendering fulfillment of all obligations secured by the collateral aswell
as the expenses reasonably incurred by the secured party in retaking, holding and
preparing the collateral for disposition, in arranging for the sale, and to the extent
provided in the agreement and not prohibited by law, hisreasonable attorney feesand
legal expenses.]

[400.9-507. (1) If it isestablished that the secured party is not proceeding
in accordance with the provisions of this part disposition may be ordered or
restrained on appropriate terms and conditions. If the disposition has occurred the
debtor or any person entitled to notification or whose security interest has been made
known to the secured party prior to the disposition has a right to recover from the
secured party any loss caused by afailure to comply with the provisions of this part.
If the collateral is consumer goods, the debtor has aright to recover in any event an
amount not less than the credit service charge plus ten percent of the principal
amount of the debt or the time price differential plus ten percent of the cash price.

(2) The fact that a better price could have been obtained by a sdle at a
different time or in adifferent method from that selected by the secured party is not
of itself sufficient to establish that the sale was not made in a commercialy
reasonable manner. If thesecured party either sellsthe collateral inthe usual manner
in any recognized market therefor or if he sells at the price current in such market at
the time of his sale or if he has otherwise sold in conformity with reasonable
commercia practices among dealers in the type of property sold he has sold in a
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commercialy reasonable manner. The principles stated in the two preceding
sentences with respect to sales also apply as may be appropriate to other types of
disposition. A disposition which hasbeen approved inany judicial proceeding or by
any bona fide creditors committee or representative of creditors shall conclusively
be deemed to be commercialy reasonable, but this sentence does not indicate that
any such approval must be obtained in any case nor does it indicate that any
disposition not so approved is not commercially reasonable.]

[400.9-508. Thesecretary of statemay collect anadditional feeof fivedollars
on each and every fee paid to the secretary of state as required in chapter 400.9. All
fees collected as provided in this section shall be deposited in the state treasury and
credited to the secretary of state's technology trust fund account.]

Section B. Because immediate action is necessary to ensure the efficient operation of

business procedures regulated by the secretary of state in this state, section A of this act is
deemed necessary for theimmediate preservation of the public health, welfare, peace and safety,
andishereby declared to be an emergency act within the meaning of the constitution, and section
A of thisact shall bein full force and effect on July 1, 2001.



