Co~NOoOUI~,WNE

STATE OF NEW YORK

7816
I N SENATE
June 11, 2014

Introduced by Sen. FARLEY -- read twice and ordered printed, and when
printed to be committed to the Conmittee on Judiciary

AN ACT to anend the uniform conmercial code, in relation to nodernizing
cormmercial law in New York state; and to repeal certain provisions of
such code relating thereto

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. Article 1 of the uniformcomrercial code is REPEALED and a
new article 1 is added to read as foll ows:
ARTI CLE 1
PART 1
GENERAL PROVI SI ONS
SECTI ON 1--101. SHORT TI TLES.

(A) TH'S ACT MAY BE CI TED AS THE UNI FORM COMVERCI AL CODE.

(B) TH'S ARTI CLE MAY BE CI TED AS UNI FORM COMVERCI AL CODE -- GENERAL
PROVI SI ONS.

SECTI ON 1--102. SCOPE OF ARTI CLE.

THIS ARTICLE APPLIES TO A TRANSACTION TO THE EXTENT THAT IT IS
GOVERNED BY ANOTHER ARTI CLE OF THI S ACT.

SECTI ON 1--103. CONSTRUCTI ON OF UNI FORM COWERCI AL CODE TO PROMOTE I TS
PURPOCSES AND POLICIES; APPLI CABI LI TY OF SUPPLEMENTAL
PRI NCI PLES OF LAW

(A) TH'S ACT MUST BE LI BERALLY CONSTRUED AND APPLIED TO PROMOTE |ITS
UNDERLYI NG PURPCSES AND PQOLI CI ES, VWH CH ARE:

(1) TO SIMLIFY, CLARIFY, AND MODERNI ZE THE LAW GOVERNI NG COVVERCI AL
TRANSACTI ONS;

(2) TO PERM T THE CONTI NUED EXPANSI ON OF COMVERCI AL PRACTI CES THROUGH
CUSTOM USAGE, AND AGREEMENT COF THE PARTI ES; AND

(3) TO MAKE UNI FORM THE LAW AMONG THE VARI QUS JURI SDI CTI ONS.

(B) UNLESS DI SPLACED BY THE PARTI CULAR PROVI SIONS OF THI S ACT, THE
PRI NCl PLES OF LAW AND EQUI TY, | NCLUDI NG THE LAW MERCHANT AND THE LAW
RELATI VE TO CAPACI TY TO CONTRACT, PRI NCl PAL AND AGENT, ESTOPPEL, FRAUD,
M SREPRESENTATI ON, DURESS, COERCION, M STAKE, BANKRUPTCY, AND OTHER
VALI DATI NG OR | NVALI DATI NG CAUSE SUPPLEMENT | TS PROVI SI ONS.

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
LBD11480-04-4
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SECTI ON 1--104. CONSTRUCTI ON AGAI NST | MPLI ED REPEAL.

TH'S ACT BEING A GENERAL ACT | NTENDED AS A UNI FI ED COVERAGE OF I TS
SUBJECT MATTER, NO PART OF IT SHALL BE DEEMED TO BE | MPLI EDLY REPEALED
BY SUBSEQUENT LEAQ SLATION |F SUCH CONSTRUCTION CAN REASONABLY BE
AVO DED.

SECTI ON 1--105. SEVERABI LI TY.

I F ANY PROVI SION OR CLAUSE OF THHS ACT OR |ITS APPLICATION TO ANY
PERSON OR CI RCUMSTANCE | S HELD I NVALI D, THE I NVALI DI TY DCES NOT AFFECT
OTHER PROVI SI ONS OR APPLI CATIONS OF THI S ACT WH CH CAN BE G VEN EFFECT
WTHOUT THE |INVALID PROVISION OR APPLICATION, AND TO TH S END THE
PROVI SIONS OF THI' S ACT ARE SEVERABLE.

SECTI ON 1--106. USE OF SI NGULAR AND PLURAL; GENDER

IN TH'S ACT, UNLESS THE STATUTORY CONTEXT OTHERW SE REQUI RES:

(1) WORDS I N THE SI NGULAR NUMBER | NCLUDE THE PLURAL, AND THOSE IN THE
PLURAL | NCLUDE THE SI NGULAR, AND

(2) WORDS OF ANY GENDER ALSO REFER TO ANY OTHER GENDER.

SECTI ON 1--107. SECTI ON CAPTI ONS.

SECTION CAPTIONS ARE PART OF TH S ACT. THE SUBSECTI ON HEADI NGS | N
ARTI CLE NI NE ARE NOT PART OF THI S ACT FOR PURPOSES OF CONSTRUCTI ON.

SECTI ON 1--108. RELATION TO ELECTRONI C SI GNATURES | N GLOBAL AND NATI ONAL
COMVERCE ACT.

TH' S ARTI CLE MODI FIES, LIMTS, AND SUPERSEDES THE FEDERAL ELECTRONIC
SIGNATURES | N GLOBAL AND NATI ONAL COWMMERCE ACT, 15 U. S. C. SECTION 7001
ET SEQ , EXCEPT THAT NOTHING IN THI S ARTI CLE MODI FIES, LIMTS, OR SUPER-
SEDES SECTI ON 7001(C) OF THAT ACT OR AUTHORI ZES ELECTRONI C DELI VERY OF
ANY OF THE NOTI CES DESCRI BED I N SECTI ON 7003(B) OF THAT ACT.

PART 2
GENERAL DEFI NI TI ONS AND PRI NCI PLES OF | NTERPRETATI ON
SECTI ON 1--201. GENERAL DEFI NI TI ONS.

(A) UNLESS THE CONTEXT OTHERW SE REQUI RES, WORDS OR PHRASES DEFI NED | N
THI'S SECTION, OR I N THE ADDI TI ONAL DEFI NI TI ONS CONTAI NED I N OTHER ARTI -
CLES OF TH S ACT THAT APPLY TO PARTI CULAR ARTICLES OR PARTS THERECF,
HAVE THE MEANI NGS STATED.

(B) SUBJECT TO DEFIN TIONS CONTAINED IN OTHER ARTI CLES OF THI S ACT
THAT APPLY TO PARTI CULAR ARTI CLES OR PARTS THERECF:

(1) "ACTION', IN THE SENSE OF A JUDI Cl AL PROCEEDI NG | NCLUDES RECOUP-
MENT, COUNTERCLAIM SET-OFF, SU T IN EQUI TY, AND ANY OTHER PROCEEDI NG I N
VWH CH RI GHTS ARE DETERM NED.

(2) "AGGRI EVED PARTY" MEANS A PARTY ENTI TLED TO PURSUE A REMEDY.

(3) "AGREEMENT", AS DI STI NGU SHED FROM " CONTRACT", MEANS THE BARGAI N
OF THE PARTIES IN FACT, AS FOUND IN THEIR LANGUAGE OR |NFERRED FROM
OTHER Cl RCUMSTANCES, | NCLUDI NG COURSE OF PERFORVANCE, COURSE OF DEALI NG
OR USACGE OF TRADE AS PROVI DED | N SECTI ON 1--303.

(4) "BANK" NMEANS A PERSON ENGAGED | N THE BUSI NESS CF BANKI NG AND
| NCLUDES A SAVI NGS BANK, SAVI NGS AND LOAN ASSCOCI ATI ON, CREDIT UNI ON, AND
TRUST COVPANY.

(5) "BEARER' MEANS A PERSON IN CONTROL OF A NEGOTI ABLE ELECTRONI C
DOCUMENT OF TI TLE OR A PERSON | N POSSESSI ON OF A NEGOTI ABLE | NSTRUMENT,
NEGOTI ABLE TANG BLE DOCUMENT OF TI TLE, OR CERTI FI CATED SECURI TY THAT IS
PAYABLE TO BEARER OR | NDORSED | N BLANK.

(6) "BILL OF LADING' MEANS A DOCUMENT OF TI TLE EVI DENCI NG THE RECEI PT
OF GOODS FOR SHI PMENT | SSUED BY A PERSON ENGAGED IN THE BUSINESS OF
DI RECTLY OR | NDI RECTLY TRANSPORTI NG OR FORWARDI NG GOODS. THE TERM DCES
NOT | NCLUDE A WAREHOUSE RECEI PT.

(7) "BRANCH' | NCLUDES A SEPARATELY | NCORPORATED FOREI GN BRANCH OF A
BANK.
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(8) "BURDEN OF ESTABLI SHI NG' A FACT MEANS THE BURDEN OF PERSUADI NG THE
TRIER OF FACT THAT THE EXI STENCE OF THE FACT IS MORE PROBABLE THAN I TS
NONEXI STENCE.

(9) "BUYER IN ORD NARY COURSE OF BUSI NESS' MEANS A PERSON THAT BUYS
GOCDS | N GOOD FAI' TH, W THOUT KNOW.EDGE THAT THE SALE VI OLATES THE RI GHTS
OF ANOTHER PERSON IN THE GOODS, AND IN THE ORD NARY COURSE FROM A
PERSON, OTHER THAN A PAWNBROKER, IN THE BUSI NESS OF SELLI NG GOODS OF
THAT KIND. A PERSON BUYS GOODS | N THE ORDI NARY COURSE | F THE SALE TO THE
PERSON COVPORTS W TH THE USUAL OR CUSTOVARY PRACTICES IN THE KIND OF
BUSINESS IN VWH CH THE SELLER IS ENGAGED OR W TH THE SELLER S OAN USUAL
OR CUSTOVARY PRACTI CES. A PERSON THAT SELLS AL, GAS, OR OTHER M NERALS
AT THE WELLHEAD OR M NEHEAD IS A PERSON | N THE BUSI NESS OF SELLI NG GOCDS
OF THAT KIND. A BUYER I N ORDI NARY COURSE OF BUSI NESS MAY BUY FOR CASH,
BY EXCHANGE OF OTHER PROPERTY, OR ON SECURED OR UNSECURED CREDI T, AND
MAY ACQUI RE GOCDS OR DOCUMENTS OF TI TLE UNDER A PREEXI STI NG CONTRACT FOR
SALE. ONLY A BUYER THAT TAKES POSSESSI ON OF THE GOODS OR HAS A RIGHT TO
RECOVER THE GOODS FROM THE SELLER UNDER ARTI CLE 2 MAY BE A BUYER IN
ORDI NARY COURSE OF BUSI NESS. "BUYER | N ORDI NARY COURSE OF BUSI NESS' DOES
NOT | NCLUDE A PERSON THAT ACQUI RES GOODS IN A TRANSFER IN BULK OR AS
SECURI TY FOR OR I N TOTAL OR PARTI AL SATI SFACTI ON OF A MONEY DEBT.

(10) "CONSPICUOUS', WTH REFERENCE TO A TERM MEANS SO WRI TTEN,
DI SPLAYED, OR PRESENTED THAT A REASONABLE PERSON AGAINST VHHICH IT IS TO
OPERATE OQUGHT TO HAVE NOTICED | T. WHETHER A TERM I S " CONSPI CUQUS" OR NOT
IS A DECI SI ON FOR THE COURT.

(11) "CONSUMER' MEANS AN |NDI VIDUAL WHO ENTERS | NTO A TRANSACTI ON
PRI MARI LY FOR PERSONAL, FAM LY, OR HOUSEHOLD PURPCSES.

(12) "CONTRACT", AS DI STI NGUI SHED FROM " AGREEMENT", MEANS THE TOTAL
LEGAL OBLI GATI ON THAT RESULTS FROM THE PARTI ES' AGREEMENT AS DETERM NED
BY THHS ACT AS SUPPLEMENTED BY ANY OTHER APPLI CABLE LAWS.

(13) "CREDI TOR' I NCLUDES A GENERAL CREDI TOR, A SECURED CRED TOR, A
LI EN CRED TOR, AND ANY REPRESENTATI VE OF CREDI TORS, | NCLUDI NG AN ASSI G
NEE FOR THE BENEFI T OF CREDI TORS, A TRUSTEE | N BANKRUPTCY, A RECEIVER IN
EQUI TY, AND AN EXECUTOR OR ADM NI STRATOR OF AN | NSOLVENT DEBTOR S OR
ASSI GNOR' S ESTATE.

(14) " DEFENDANT" | NCLUDES A PERSON I N THE PGCSI TI ON OF DEFENDANT I N A
COUNTERCLAI M CROSS-CLAIM  OR THI RD- PARTY CLAIM

(15) "DELI VERY", W TH RESPECT TO AN ELECTRONI C DOCUMENT CF TI TLE MEANS
VOLUNTARY TRANSFER OF CONTRCL AND W TH RESPECT TO AN | NSTRUMENT, A
TANG BLE DOCUMENT OF Tl TLE, OR CHATTEL PAPER, MEANS VCOLUNTARY TRANSFER
OF POSSESSI ON.

(16) "DOCUMENT OF TITLE" MEANS A RECORD (A) THAT I N THE REGULAR COURSE
OF BUSI NESS OR FI NANCI NG | S TREATED AS ADEQUATELY EVI DENCI NG THAT THE
PERSON | N POSSESSI ON OR CONTROL OF THE RECORD | S ENTI TLED TO RECEI VE,
CONTROL, HOLD, AND DI SPOSE OF THE RECORD AND THE GOODS THE RECORD COVERS
AND (B) THAT PURPORTS TO BE | SSUED BY OR ADDRESSED TO A BAILEE AND TO
COVER GOODS [N THE BAILEE' S POSSESSI ON VWHI CH ARE EI THER | DENTI FI ED OR
ARE FUNG BLE PORTI ONS OF AN | DENTI FI ED MASS. THE TERM | NCLUDES A BI LL OF
LADI NG, TRANSPORT DOCUMENT, DOCK WARRANT, DOCK RECElIPT, WAREHOUSE
RECEI PT, AND ORDER FOR DELIVERY OF GOODS. AN ELECTRONI C DOCUMENT OF
TI TLE MEANS A DOCUMENT OF TI TLE EVIDENCED BY A RECCORD CONSISTING OF
| NFORVATI ON STORED I N AN ELECTRONI C MEDI UM A TANG BLE DOCUMENT OF TI TLE
MEANS A DOCUMENT OF TI TLE EVI DENCED BY A RECORD CONSI STI NG OF | NFORIVA-
TION THAT I'S | NSCRI BED ON A TANG BLE MEDI UM

(17) "FAULT" MEANS A DEFAULT, BREACH, OR WRONGFUL ACT OR OM SSI ON.

(18) "FUNG BLE GOODS" MEANS:
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(A) GOODS OF WHI CH ANY UNIT, BY NATURE OR USAGE OF TRADE, IS THE
EQUI VALENT OF ANY OTHER LIKE UNIT; OR

(B) GOODS THAT BY AGREEMENT ARE TREATED AS EQUI VALENT.

(19) "GENUI NE' MEANS FREE OF FORGERY OR COUNTERFEI TI NG

(20) "GOOD FAI TH' MEANS HONESTY | N FACT |N THE TRANSACTI ON OR CONDUCT
CONCERNED.

(21) "HOLDER' MEANS:

(A)  THE PERSON | N POSSESSI ON OF A NEGOTI ABLE | NSTRUVENT THAT IS PAYA-
BLE EITHER TO BEARER OR TO AN | DENTI FI ED PERSON THAT |'S THE PERSON | N
POSSESSI O\, OR

(B) THE PERSON | N POSSESSION OF A NEGOTI ABLE TANG BLE DOCUMENT OF
TITLE IF THE GOODS ARE DEL| VERABLE EI THER TO BEARER OR TO THE ORDER OF
THE PERSON | N POSSESSI ON, OR

(C) THE PERSON IN CONTROL OF A NEGOTI ABLE ELECTRONIC DOCUMENT OF
TI TLE.

(22) "1 NSOLVENCY PROCEEDI NG' | NCLUDES AN ASSI GNMENT FOR THE BENEFI T OF
CREDI TORS OR OTHER PROCEEDI NG | NTENDED TO LI QUI DATE OR REHABI LI TATE THE
ESTATE OF THE PERSON | NVOLVED.

(23) "I NSOLVENT" MEANS:

(A) HAVI NG GENERALLY CEASED TO PAY DEBTS IN THE ORDI NARY COURSE OF
BUSI NESS OTHER THAN AS A RESULT OF BONA FI DE DI SPUTE;

(B) BEI NG UNABLE TO PAY DEBTS AS THEY BECOME DUE; OR

(C) BEING | NSOLVENT W THI N THE MEANI NG OF FEDERAL BANKRUPTCY LAW

(24) "MONEY" MEANS A MEDIUM OF EXCHANGE CURRENTLY AUTHORI ZED OR
ADOPTED BY A DOMVESTI C OR FOREI GN GOVERNMVENT. THE TERM | NCLUDES A  MONE-
TARY UNI T OF ACCOUNT ESTABLI SHED BY AN | NTERGOVERNVENTAL ORGANI ZATI ON OR
BY AGREEMENT BETWEEN TWD OR MORE COUNTRI ES.

(25) "ORGANI ZATI ON' MEANS A PERSON OTHER THAN AN | NDI VI DUAL.

(26) "PARTY", AS DI STI NGU SHED FROM "THI RD PARTY", MEANS A PERSON THAT
HAS ENGAGED I N A TRANSACTI ON OR MADE AN AGREEMENT SUBJECT TO TH S ACT.

(27) "PERSON' MEANS AN [|NDIVIDUAL, CORPORATION, BUSINESS TRUST,
ESTATE, TRUST, PARTNERSH P, LIMTED LIABILITY COVWPANY, ASSOCI ATl ON,
JONT VENTURE, GOVERNMENT, GOVERNMENTAL SUBDI VI SI ON, AGENCY, OR | NSTRU-
MENTALI TY, PUBLI C CORPORATI ON, OR ANY OTHER LEGAL OR COMMERCI AL ENTI TY.

(28) "PRESENT VALUE'" MEANS THE AMOUNT AS OF A DATE CERTAIN OF ONE OR
MORE ~SUMS PAYABLE | N THE FUTURE, DI SCOUNTED TO THE DATE CERTAIN BY USE
OF ElI THER AN | NTEREST RATE SPECI FI ED BY THE PARTIES | F THAT RATE IS NOT
MANI FESTLY UNREASONABLE AT THE TI ME THE TRANSACTI ON | S ENTERED | NTO OR,
I F AN | NTEREST RATE |'S NOT SO SPECI FI ED, A COVMERCI ALLY REASONABLE RATE
THAT TAKES |INTO ACCOUNT THE FACTS AND Cl RCUMBTANCES AT THE TI ME THE
TRANSACTI ON | S ENTERED | NTO.

(29) "PURCHASE" MEANS TAKI NG BY SALE, LEASE, DI SCOUNT, NEGOTI ATI ON,
MORTGAGE, PLEDGE, LIEN, SECURITY | NTEREST, |SSUE OR REI SSUE, G FT, OR
ANY OTHER VOLUNTARY TRANSACTI ON CREATI NG AN | NTEREST | N PROPERTY.

(30) "PURCHASER' MEANS A PERSON THAT TAKES BY PURCHASE.

(31) "RECORD' MEANS | NFORMATI ON THAT IS | NSCRI BED ON A TANG BLE MEDI UM
OR THAT I'S STORED | N AN ELECTRONI C OR OTHER MEDI UM AND | S RETRI EVABLE I N
PERCEI VABLE FORM

(32) "REMEDY" MEANS ANY REMEDI AL RI GHT TO WHI CH AN AGGRI EVED PARTY [S
ENTI TLED W TH OR W THOUT RESORT TO A TRI BUNAL.

(33) "REPRESENTATIVE' MEANS A PERSON EMPOAERED TO ACT FOR ANOTHER,
| NCLUDI NG AN AGENT, AN OFFI CER OF A CORPORATI ON OR ASSOCI ATION, AND A
TRUSTEE, EXECUTOR, OR ADM NI STRATOR OF AN ESTATE.

(34) "Rl GHT" | NCLUDES REMEDY.

(35) "SECURITY |NTEREST" MEANS AN | NTEREST | N PERSONAL PROPERTY OR
FI XTURES WH CH SECURES PAYMENT OR PERFORMANCE OF AN OBLI GATI ON. " SECURI -
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TY I NTEREST" | NCLUDES ANY |INTEREST OF A CONSIGNOR AND A BUYER OF
ACCOUNTS, CHATTEL PAPER, A PAYMENT | NTANG BLE, OR A PROM SSORY NOTE IN A
TRANSACTION  THAT IS SUBJECT TO ARTI CLE 9. "SECURI TY | NTEREST" DOES NOT
I NCLUDE THE SPECI AL PROPERTY | NTEREST OF A BUYER OF GOCDS ON | DENTI FI CA-
TION OF THOSE GOODS TO A CONTRACT FOR SALE UNDER SECTI ON 2--401, BUT A
BUYER MAY ALSO ACQUI RE A "SECURI TY | NTEREST" BY COVPLYING WTH ARTICLE
9. EXCEPT AS OTHERW SE PROVI DED | N SECTI ON 2--505, THE RIGHT OF A SELLER
OR LESSOR OF GOODS UNDER ARTICLE 2 OR 2-A TO RETAIN OR ACQUI RE
PCSSESSI ON OF THE GOODS IS NOT' A "SECURI TY | NTEREST", BUT A SELLER OR
LESSOR MAY ALSO ACQUI RE A "SECURI TY | NTEREST" BY COWVPLYI NG W TH ARTI CLE
9. THE RETENTI ON OR RESERVATI ON OF TI TLE BY A SELLER OF GOCDS NOTW TH-
STANDI NG SH PMENT OR DELIVERY TO THE BUYER UNDER SECTION 2--401 IS
LIMTED I N EFFECT TO A RESERVATI ON OF A "SECURI TY | NTEREST." WHETHER A
TRANSACTION IN THE FORM OF A LEASE CREATES A "SECURI TY | NTEREST" | S
DETERM NED PURSUANT TO SECTI ON 1--203.

(36) "SEND' I N CONNECTION WTH A WRI TI NG RECORD, OR NOTI CE MEANS:

(A) TODEPCSIT IN THE MAIL OR DELI VER FOR TRANSM SSION BY ANY OTHER
USUAL MEANS OF COVMUNI CATION WTH POSTAGE OR COST OF TRANSM SS| ON
PROVI DED FOR AND PROPERLY ADDRESSED AND, I N THE CASE OF AN | NSTRUMENT,
TO AN ADDRESS SPECI FI ED THEREON OR OTHERW SE AGREED, OR | F THERE BE NONE
TO ANY ADDRESS REASONABLE UNDER THE Cl RCUMSTANCES; OR

(B) IN ANY OIHER WAY TO CAUSE TO BE RECEI VED ANY RECORD OR NOTI CE
WTH N THE TIME | T WOULD HAVE ARRI VED | F PROPERLY SENT.

(37) "SIGNED' | NCLUDES USI NG ANY SYMBCL EXECUTED OR ADOPTED W TH PRES-
ENT | NTENTI ON TO ADOPT OR ACCEPT A WRI TI NG

(38) "STATE' MEANS A STATE OF THE UNITED STATES, THE DI STRICT OF
COLUMBI A, PUERTO RI CO, THE UNI TED STATES VI RG N | SLANDS, OR ANY TERRI TO-
RY OR | NSULAR POSSESSION SUBJECT TO THE JURI SDI CTI ON OF THE UNI TED
STATES.

(39) "SURETY" | NCLUDES A GUARANTOR OR OTHER SECONDARY OBLI GOR.

(40) "TERM' MEANS A PORTI ON OF AN AGREEMENT THAT RELATES TO A PARTI C
ULAR MATTER.

(41) "UNAUTHORI ZED SI GNATURE" MEANS A SI GNATURE MADE W THOUT ACTUAL,
| MPLI ED, OR APPARENT AUTHORI TY. THE TERM | NCLUDES A FORCERY.

(42) "WAREHOUSE RECEI PT" MEANS A DOCUMENT OF TI TLE | SSUED BY A PERSON
ENGAGED | N THE BUSI NESS OF STORI NG GOODS FOR HI RE.

(43) "WRITING' |INCLUDES PRINTING TYPEWRI TING OR ANY OTHER | NTEN-
TI ONAL REDUCTI ON TO TANG BLE FORM  "WRI TTEN' HAS A CORRESPONDI NG NMEAN-
I NG
SECTI ON 1--202. NOTI CE; KNOWLEDGE.

(A) SUBJECT TO SUBSECTION (F), A PERSON HAS "NOTI CE" OF A FACT IF THE
PERSON:

(1) HAS ACTUAL KNOW.EDGE CF IT,;

(2) HAS RECEI VED A NOTICE OR NOTI FI CATION OF IT; OR

(3) FROM ALL THE FACTS AND Cl RCUMSTANCES KNOWN TO THE PERSON AT THE
TIME | N QUESTI ON, HAS REASON TO KNOW THAT | T EXI STS.

(B) "KNOALEDGE" MEANS ACTUAL KNOALEDGE. "KNOAS' HAS A CORRESPONDI NG
MVEANI NG

(© "DI SCOVER', "LEARN', OR WORDS CF SIM LAR | MPORT REFER TO KNOW.EDGE
RATHER THAN TO REASON TO KNOW

(D) A PERSON "NOTI FI ES" OR "Ad VES" A NOTI CE OR NOTI FI CATI ON TO ANOTHER
PERSON BY TAKI NG SUCH STEPS AS MAY BE REASONABLY REQUI RED TO | NFORM THE
OTHER PERSON | N ORDI NARY COURSE, WHETHER OR NOT THE OTHER PERSON ACTUAL-
LY COVES TO KNOW OF I T.

(E) SUBJECT TO SUBSECTION (F), A PERSON "RECEI VES" A NOTI CE OR NOTI FI -
CATI ON VWHEN:
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(1) I'T COMES TO THAT PERSON S ATTENTI ON, OR

(2) 1T 1S DULY DELI VERED I N A FORM REASONABLE UNDER THE ClI RCUMSTANCES
AT THE PLACE OF BUSI NESS THROUGH WVWHICH THE CONTRACT WAS MADE OR AT
ANOTHER LOCATION HELD OJT BY THAT PERSON AS THE PLACE FOR RECEI PT OF
SUCH COMMUNI CATI ONS.

(F) NOTI CE, KNOALEDGE, OR A NOTICE OR NOTIFICATION RECEIVED BY AN
ORGANI ZATI ON | S EFFECTI VE FOR A PARTI CULAR TRANSACTI ON FROM THE TIME | T
'S BROUGHT TO THE ATTENTI ON OF THE | NDI VI DUAL CONDUCTI NG THAT TRANS-
ACTION AND, IN ANY EVENT, FROM THE TIME I T WOULD HAVE BEEN BROUGHT TO
THE | NDI VI DUAL' S ATTENTI ON | F THE ORGANI ZATI ON HAD EXERCI SED DUE Dl LI -
GENCE. AN ORGANI ZATI ON EXERCI SES DUE DI LI GENCE IF | T MAI NTAI NS REASON-
ABLE ROUTI NES FOR COVMUNI CATI NG SI GNI FI CANT | NFORVMATION TO THE PERSON
CONDUCTI NG THE TRANSACTI ON AND THERE | S REASONABLE COWPLI ANCE W TH THE
ROUTI NES. DUE DI LI GENCE DCES NOT REQUI RE AN | NDI VI DUAL  ACTING FOR THE
ORGANI ZATI ON TO COMMUNI CATE | NFORMATI ON UNLESS THE COMMUNI CATI ON | S PART
OF THE I NDI VI DUAL' S REGULAR DUTI ES OR THE | NDI VI DUAL HAS REASON TO KNOW
OF THE TRANSACTI ON AND THAT THE TRANSACTI ON WOULD BE MATERI ALLY AFFECTED
BY THE | NFORMATI ON.

SECTI ON 1--203. LEASE DI STI NGUJI SHED FROM SECURI TY | NTEREST.

(A) WHETHER A TRANSACTION IN THE FORM OF A LEASE CREATES A LEASE OR
SECURI TY | NTEREST IS DETERM NED BY THE FACTS OF EACH CASE.

(B) A TRANSACTION IN THE FORM OF A LEASE CREATES A SECURI TY | NTEREST
| F THE CONSI DERATI ON THAT THE LESSEE IS TO PAY THE LESSOR FOR THE RI GHT
TO POSSESSI ON AND USE OF THE GOODS IS AN OBLI GATI ON FOR THE TERM OF THE
LEASE AND IS NOT SUBJECT TO TERM NATI ON BY THE LESSEE, AND:

(1) THE ORIG NAL TERM OF THE LEASE IS EQUAL TO OR GREATER THAN THE
REVMAI NI NG ECONOM C LI FE OF THE GOODS;

(2) THE LESSEE |I'S BOUND TO RENEW THE LEASE FOR THE REMAI NI NG ECONOM C
LIFE OF THE GOCDS OR |'S BOUND TO BECOVE THE OMNER OF THE GOODS;

(3) THE LESSEE HAS AN OPTION TO RENEW THE LEASE FOR THE REMAI NI NG
ECONOM C LI FE OF THE GOODS FOR NO ADDI TI ONAL CONSI DERATI ON OR FOR NOM -
NAL ADDI TI ONAL CONSI DERATI ON UPON COVPLI ANCE W TH THE LEASE AGREEMENT,;
OR

(4) THE LESSEE HAS AN OPTI ON TO BECOVE THE OMNER OF THE GOODS FOR NO
ADDI TI ONAL CONSI DERATI ON OR FOR NOM NAL ADDI TI ONAL CONSI DERATI ON  UPON
COVPLI ANCE W TH THE LEASE AGREEMENT.

(© A TRANSACTION |IN THE FORM OF A LEASE DOES NOT CREATE A SECURI TY
I NTEREST MERELY BECAUSE:

(1) THE PRESENT VALUE OF THE CONSI DERATI ON THE LESSEE IS OBLI GATED TO
PAY THE LESSOR FOR THE RIGHT TO POSSESSI ON AND USE OF THE GOODS | S
SUBSTANTI ALLY EQUAL TO OR | S GREATER THAN THE FAI R MARKET VALUE OF THE
GOCDS AT THE TI ME THE LEASE | S ENTERED | NTQ,

(2) THE LESSEE ASSUMES RI SK OF LOSS OF THE GOODS;

(3) THE LESSEE AGREES TO PAY, W TH RESPECT TO THE GOODS, TAXES, | NSUR-
ANCE, FILING RECORDI NG OR REGQ STRATI ON FEES, OR SERVI CE OR MAI NTENANCE
COSTS;

(4) THE LESSEE HAS AN OPTI ON TO RENEW THE LEASE OR TO BECOVE THE OMNER
OF THE GOODS;

(5) THE LESSEE HAS AN OPTI ON TO RENEW THE LEASE FOR A FI XED RENT THAT
IS EQUAL TO OR GREATER THAN THE REASONABLY PREDI CTABLE FAI R MARKET RENT
FOR THE USE OF THE GOCDS FOR THE TERM OF THE RENEWAL AT THE TI ME THE
OPTION I S TO BE PERFORMED; OR

(6) THE LESSEE HAS AN OPTI ON TO BECOVE THE OMNER OF THE GOODS FOR A
FIXED PRICE THAT IS EQUAL TO OR GREATER THAN THE REASONABLY PREDI CTABLE
FAIR MARKET VALUE OF THE GOODS AT THE TIME THE OPTION IS TO BE
PERFORNMVED.
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(D) ADDI TIONAL CONSIDERATION IS NOMNAL IF IT IS LESS THAN THE
LESSEE' S REASONABLY PREDI CTABLE COST OF PERFORM NG UNDER THE LEASE
AGREEMENT | F THE OPTION IS NOT' EXERClI SED.  ADDI TI ONAL CONS| DERATION I S
NOT' NOM NAL | F:

(1) WHEN THE OPTION TO RENEW THE LEASE IS GRANTED TO THE LESSEE, THE
RENT | S STATED TO BE THE FAIR MARKET RENT FOR THE USE OF THE GOODS FOR
THE TERM OF THE RENEWAL DETERM NED AT THE TIME THE OPTION IS TO BE
PERFORMED; OR

(2) WHEN THE OPTI ON TO BECOVE THE OAWNER OF THE GOODS |'S GRANTED TO THE
LESSEE, THE PRICE | S STATED TO BE THE FAIR MARKET VALUE OF THE GOCDS
DETERM NED AT THE TIME THE OPTION | S TO BE PERFORVED.

(E) THE "REMAINING ECONOM C LIFE OF THE GOODS' AND "REASONABLY
PREDI CTABLE" FAI R MARKET RENT, FAI R MARKET VALUE, OR COCST OF PERFORM NG
UNDER THE LEASE AGREEMENT MUST BE DETERM NED W TH REFERENCE TO THE FACTS
AND Cl RCUMSTANCES AT THE TI ME THE TRANSACTI ON IS ENTERED | NTO.

SECTI ON 1--204. VALUE

EXCEPT AS OTHERW SE PROVI DED I N ARTI CLES 3, 4, AND 5, A PERSON d VES
VALUE FOR RIGHTS | F THE PERSON ACQUI RES THEM

(A) IN RETURN FOR A BI NDI NG COMW TMENT TO EXTEND CREDIT OR FOR THE
EXTENSI ON OF | MVEDI ATELY AVAI LABLE CREDI T, WHETHER OR NOT DRAWN UPON AND
WHETHER OR NOTI' A CHARGE-BACK |'S PROVI DED FOR I N THE EVENT OF DI FFI CUL-
TIES | N COLLECTI ON,

(B) AS SECURITY FOR, ORI N TOTAL OR PARTI AL SATI SFACTI ON OF, A PREEX-
| STI NG CLAI M

(© BY ACCEPTI NG DELI VERY UNDER A PREEXI STI NG CONTRACT FOR PURCHASE;
OR

(D) I'N RETURN FOR ANY CONSI DERATI ON SUFFI CI ENT TO SUPPCRT A Sl MPLE
CONTRACT.

SECTI ON 1--205. REASONABLE TI ME; SEASONABLENESS.

(A) WHETHER A TIME FOR TAKING AN ACTION REQUI RED BY THIS ACT IS
REASONABLE DEPENDS ON THE NATURE, PURPOSE, AND Cl RCUMSTANCES OF THE
ACTI ON.

(B) AN ACTION | S TAKEN SEASONABLY IF I T IS TAKEN AT OR WTH N THE TI ME
AGREED OR, |F NO TIME | S AGREED, AT OR WTHI N A REASONABLE TI VE.

SECTI ON 1--206. PRESUVPTI ONS.

WHENEVER THI S ACT CREATES A "PRESUMPTI ON' W TH RESPECT TO A FACT, OR
PROVI DES THAT A FACT IS "PRESUMED, " THE TRIER OF FACT MJST FIND THE
EXISTENCE OF THE FACT UNLESS AND UNTIL EVIDENCE | S | NTRODUCED THAT
SUPPCRTS A FI NDI NG OF | TS NONEXI STENCE.

SECTI ON 1--207. STATUTE OF FRAUDS FOR KI NDS OF PERSONAL PROPERTY NOT
OTHERW SE COVERED.

(A) EXCEPT IN THE CASES DESCRI BED I N SUBSECTION (B) OF THI S SECTI ON A
CONTRACT FOR THE SALE OF PERSONAL PROPERTY | S NOT ENFORCEABLE BY WAY OF
ACTION OR DEFENSE BEYOND FIVE THOUSAND DOLLARS | N AMOUNT OR VALUE OF
REMEDY UNLESS THERE |'S SOVE WRI TI NG VHI CH | NDI CATES THAT A CONTRACT FOR
SALE HAS BEEN MADE BETWEEN THE PARTI ES AT A DEFI NED OR STATED PRI CE,
REASONABLY | DENTI FI ES THE SUBJECT MATTER, AND IS SIGNED BY THE PARTY
AGAI NST WHOM ENFORCEMENT | S SOUGHT OR BY H 'S AUTHORI ZED AGENT.

(B) SUBSECTION (A) OF THI S SECTI ON DOES NOT APPLY TO CONTRACTS FOR THE
SALE OF GOODS (SECTION 2--201) NOR OF SECURI TI ES (SECTION 8--113) NOR TO
SECURI TY AGREEMENTS ( SECTI ON 9--203).

(© SUBSECTION (A) OF TH'S SECTION DOES NOT APPLY TO A QUALI FI ED
FI NANCI AL CONTRACT AS THAT TERM | S DEFI NED | N PARAGRAPH TWO OF SUBDI VI -
SION B OF SECTION 5-701 OF THE GENERAL OBLI GATIONS LAWIF EI THER (1)
THERE |'S, AS PROVI DED | N PARAGRAPH THREE OF SUBDI VISION B OF SECTI ON
5-701 OF SUCH LAW SUFFI CI ENT EVI DENCE TO | NDI CATE THAT A CONTRACT HAS
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BEEN MADE OR (2) THE PARTIES THERETO, BY MEANS OF A PRI OR OR SUBSEQUENT
WRI TTEN CONTRACT, HAVE AGREED TO BE BOUND BY THE TERMB OF SUCH QUALI FI ED
FI NANCI AL CONTRACT FROM THE TI ME THEY REACH AGREEMENT (BY TELEPHONE, BY
EXCHANGE OF ELECTRONI C MESSAGES, OR OTHERW SE) ON THOSE TERMS.
PART 3
TERRI TORI AL APPLI CABI LI TY AND GENERAL RULES
SECTI ON 1--301. TERRI TORIAL APPLICABILITY: PARTIES POMER TO CHOOSE
APPL| CABLE LAW

(A) EXCEPT AS OTHERW SE PROVIDED IN THI S SECTION, WHEN A TRANSACTI ON
BEARS A REASONABLE RELATI ON TO TH S STATE AND ALSO TO ANOTHER STATE OR
NATI ON, THE PARTI ES MAY AGREE THAT THE LAWEITHER OF TH'S STATE OR OF
SUCH OTHER STATE OR NATI ON SHALL GOVERN THEI R RI GHTS AND DUTI ES SO LONG
AS NONE OF THE PARTI ES TO THE TRANSACTION IS A CONSUMER AND A RESI DENT
OF NEW YORK. WHERE A CONSUMER |'S A RESI DENT OF THE STATE OF NEW YORK,
NEW YORK STATE LAW SHALL APPLY.

(B) I N THE ABSENCE OF AN AGREEMENT EFFECTI VE UNDER SUBSECTI ON (A), AND
EXCEPT AS PROVI DED | N SUBSECTI ON (C), TH S ACT APPLIES TO TRANSACTI ONS
BEARI NG AN APPROPRI ATE RELATI ON TO TH' S STATE.

(O IF ONE OF THE FOLLONNG PROVISIONS OF TH' S ACT SPECI FI ES THE
APPLI CABLE LAW THAT PROVISION GOVERNS AND A CONTRARY AGREEMENT IS
EFFECTI VE ONLY TO THE EXTENT PERM TTED BY THE LAW SO SPECI FI ED:

(1) SECTI ON 2- - 402;

) SECTI ONS 2- A--105 AND 2- A- - 106;

) SECTI ON 4- - 102;

) SECTI ON 4- A- - 507

) SECTI ON 5- - 116

) SECTI ON 8--110; AND

) SECTI ONS 9--301 THROUGH 9- - 307.
SECTI ON 1--302. VARI ATI ON BY AGREEMENT.

(A) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (B) OR ELSEWHERE | N
THI'S ACT, THE EFFECT OF PROVI SIONS OF THI'S ACT MAY BE VAR ED BY AGREE-
MENT.

(B) THE OBLI GATI ONS OF GOOD FAI TH, DI LI GENCE, REASONABLENESS, AND CARE
PRESCRIBED BY TH S ACT MAY NOT BE DI SCLAI MED BY AGREEMENT. THE PARTI ES,
BY AGREEMENT, MAY DETERM NE THE STANDARDS BY WH CH THE PERFORMANCE OF
THOSE OBLI GATI ONS |'S TO BE MEASURED | F THOSE STANDARDS ARE NOT MANI FEST-
LY UNREASONABLE. WHENEVER TH S ACT REQUI RES AN ACTI ON TO BE TAKEN W TH-
IN A REASONABLE TIME, A TIME THAT IS NOT MANI FESTLY UNREASONABLE MAY BE
FI XED BY AGREEMENT.

(C) THE PRESENCE IN CERTAIN PROVISIONS OF THIS ACT OF THE PHRASE
"UNLESS OTHERW SE AGREED', OR WORDS OF SI M LAR | MPORT, DOES NOT | MPLY
THAT THE EFFECT OF OTHER PROVI SI ONS MAY NOT BE VAR ED BY AGREEMENT UNDER
TH 'S SECTI ON.

SECTI ON 1--303. COURSE OF PERFORMANCE, COURSE OF DEALING AND USAGE OF
TRADE.

(A A "COURSE OF PERFORMANCE' |S A SEQUENCE OF CONDUCT BETWEEN THE
PARTI ES TO A PARTI CULAR TRANSACTI ON THAT EXI STS | F:

(1) THE AGREEMENT OF THE PARTIES WTH RESPECT TO THE TRANSACTI ON
| N\VOLVES REPEATED OCCAS|I ONS FOR PERFORMANCE BY A PARTY; AND

(2) THE OTHER PARTY, W TH KNOM.EDGE OF THE NATURE OF THE PERFORMANCE
AND ~ OPPORTUNITY FOR OBJECTION TO |IT, ACCEPTS THE PERFORVMANCE OR
ACQUI ESCES TO | T W THOUT OBJECTI ON.

(B) A "COURSE OF DEALING' IS A SEQUENCE OF CONDUCT CONCERNI NG PREVI OUS
TRANSACTI ONS BETWEEN THE PARTIES TO A PARTI CULAR TRANSACTI ON THAT IS
FAIRLY TO BE REGARDED AS ESTABLI SH NG A COMWWON BASIS OF UNDERSTANDI NG
FOR | NTERPRETI NG THEI R EXPRESSI ONS AND OTHER CONDUCT.

~NoOOoThWN

(
(
(
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(
(



Co~NOoOUIT~hWNE

S. 7816 9

(O A "USAGE OF TRADE" IS ANY PRACTI CE OR METHOD OF DEALI NG HAVI NG
SUCH REGULARI TY OF OBSERVANCE IN A PLACE, VOCATION, OR TRADE AS TO
JUSTIFY AN EXPECTATION THAT I T WLL BE OBSERVED W TH RESPECT TO THE
TRANSACTI ON I N QUESTI ON. THE EXI STENCE AND SCOPE OF SUCH A USAGE MUST BE
PROVED AS FACTS. IF I T IS ESTABLI SHED THAT SUCH A USAGE IS EMBODIED IN A
TRADE CODE OR SIMLAR RECORD, THE | NTERPRETATION OF THE RECORD | S A
QUESTI ON OF LAW

(D) A COURSE OF PERFORMANCE OR COURSE OF DEALI NG BETWEEN THE PARTIES
OR USAGE OF TRADE I N THE VOCATI ON OR TRADE I N WHI CH THEY ARE ENGAGED OR
OF WH CH THEY ARE OR SHOULD BE AWARE |S RELEVANT [IN ASCERTAINING THE
MEANING OF THE PARTIES  AGREEMENT, MAY G VE PARTI CULAR MEANI NG TO
SPECI FI C TERVM5 OF THE AGREEMENT, AND MAY SUPPLEMENT OR QUALI FY THE TERMS
OF THE AGREEMENT. A USAGE OF TRADE APPLI CABLE I N THE PLACE | N WH CH PART
OF THE PERFORMANCE UNDER THE AGREEMENT |S TO OCCUR MAY BE SO UTI LI ZED AS
TO THAT PART OF THE PERFORVMANCE.

(E) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (F), THE EXPRESS TERMS
OF AN AGREEMENT AND ANY APPLI CABLE COURSE OF PERFORMANCE, COURSE OF
DEALI NG OR USAGE OF TRADE MUST BE CONSTRUED WHENEVER REASONABLE AS
CONS| STENT WTH EACH OTHER | F SUCH A CONSTRUCTI ON | S UNREASONABLE:

(1) EXPRESS TERMS PREVAI L OVER COURSE OF PERFORVMANCE, COURSE OF DEAL-
I NG AND USAGE OF TRADE;

(2) COURSE OF PERFORMANCE PREVAILS OVER COURSE OF DEALI NG AND USAGE OF
TRADE; AND

(3) COURSE OF DEALI NG PREVAI LS OVER USAGE OF TRADE.

(F) SUBJECT TO SECTION 2--209, A COURSE OF PERFORMANCE | S RELEVANT TO
SHOW A WAl VER OR MODI FI CATI ON OF ANY TERM | NCONSI STENT W TH THE COURSE
OF PERFORMANCE.

(G EVIDENCE OF A RELEVANT USAGE OF TRADE OFFERED BY ONE PARTY IS NOT
ADM SSI BLE UNLESS THAT PARTY HAS G VEN THE OTHER PARTY NOTI CE THAT THE
COURT FI NDS SUFFI CI ENT TO PREVENT UNFAI R SURPRI SE TO THE OTHER PARTY.
SECTI ON 1--304. OBLI GATION OF GOOD FAI TH.

EVERY CONTRACT OR DUTY WTH N THI S ACT | MPOSES AN OBLI GATION OF GOOD
FAITH IN | TS PERFORMANCE AND ENFORCEMENT.

SECTI ON 1--305. REMEDI ES TO BE LI BERALLY ADM NI STERED.

(A) THE REMEDI ES PROVIDED BY THI S ACT MJUST BE LI BERALLY ADM NI STERED
TO THE END THAT THE AGCRI EVED PARTY MAY BE PUT IN AS GOCD A POSI TION AS
IF THE OTHER PARTY HAD FULLY PERFORMED BUT NEI THER CONSEQUENTI AL OR
SPECI AL DAMAGES NOR PENAL DAVMAGES MAY BE HAD EXCEPT AS SPECI FI CALLY
PROVIDED IN TH S ACT OR BY OTHER RULE OF LAW

(B) ANY RIGHT OR OBLIGATION DECLARED BY THI S ACT | S ENFORCEABLE BY
ACTI ON UNLESS THE PROVI SION DECLARING | T SPECIFIES A DI FFERENT AND
LI M TED EFFECT.

SECTI ON 1--306. WAI VER OR RENUNCI ATI ON OF CLAIM OR RI GHT AFTER BREACH.

A CLAIM OR RI GHT ARI SI NG OQUT OF AN ALLEGED BREACH MAY BE DI SCHARGED I N
WHOLE OR [N PART W THOUT CONSI DERATI ON BY AGREEMENT OF THE AGGRI EVED
PARTY I N AN AUTHENTI CATED RECORD.

SECTI ON 1--307. PRI MA FACI E EVI DENCE BY THI RD- PARTY DOCUMENTS.

A DOCUMENT | N DUE FORM PURPCORTI NG TO BE A BILL OF LADI NG POLICY OR
CERTI FI CATE OF | NSURANCE, OFFI Cl AL VEEI GHER' S OR | NSPECTOR S CERTI FI CATE,
CONSULAR | NVO CE, OR ANY OTHER DOCUMENT AUTHORI ZED OR REQUI RED BY THE
CONTRACT TO BE | SSUED BY A THIRD PARTY IS PRIMA FACIE EVIDENCE OF |ITS
OMN AUTHENTI CI TY AND GENUI NENESS AND OF THE FACTS STATED I N THE DOCUMENT
BY THE TH RD PARTY.

SECTI ON 1--308. PERFORMANCE OR ACCEPTANCE UNDER RESERVATI ON OF RI GHTS.

A PARTY THAT WTH EXPLI CI' T RESERVATI ON OF Rl GHTS PERFORMS OR PROM SES

PERFORMANCE COR ASSENTS TO PERFORMANCE | N A MANNER DEMANDED OR OFFERED BY
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THE OTHER PARTY DOES NOT THEREBY PREJUDICE THE RIGHTS RESERVED. SUCH
WORDS AS "W THOUT PREJUDI CE," "UNDER PROTEST," OR THE LI KE ARE SUFFI -
Cl ENT.

SECTI ON 1--309. OPTI ON TO ACCELERATE AT W LL.

A TERM PROVI DI NG THAT ONE PARTY OR THAT PARTY'S SUCCESSOR | N | NTEREST
MAY ACCELERATE PAYMENT OR PERFORMANCE OR REQUI RE COLLATERAL OR ADDI -
TI ONAL COLLATERAL "AT WLL" OR WHEN THE PARTY "DEEMS | TSELF | NSECURE, "
OR WORDS OF SIM LAR | MPORT, MEANS THAT THE PARTY HAS POWNER TO DO SO ONLY
| F THAT PARTY I N GOOD FAI TH BELI EVES THAT THE PROSPECT OF PAYMENT OR
PERFORVANCE |S | MPAI RED. THE BURDEN OF ESTABLI SHI NG LACK OF GOOD FAI TH
IS ON THE PARTY AGAI NST WHI CH THE POWER HAS BEEN EXERCI SED
SECTI ON 1--310. SUBORDI NATED OBLI GATI ONS.

AN OBLI GATI ON MAY BE | SSUED AS SUBORDI NATED TO PERFORMANCE OF ANOTHER
OBLI GATION OF THE PERSON OBLI GATED, OR A CREDI TOR MAY SUBORDI NATE I TS
RI GHT TO PERFORMANCE OF AN OBLI GATION BY AGREEMENT WTH EITHER THE
PERSON OBLI GATED OR ANOTHER CREDI TOR OF THE PERSON OBLI GATED. SUBORDI -
NATI ON DOES NOT CREATE A SECURI TY | NTEREST AS AGAI NST El THER THE COMMON
DEBTOR OR A SUBORDI NATED CREDI TOR

S 2. Subsection 3 of section 2--103 of the uniformcomercial code, as
anended by chapter 84 of the laws of 2001, is anmended to read as
fol | ows:

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

" Check". Section 3--104.
" Consi gnee". Section 7--102.
" Consi gnor". Section 7--102.
"Consumer goods". Section 9--102.
" CONTROL" . SECTI ON 7- - 106.
" Di shonor ™. Section 3--507.
"Draft”. Section 3--104

S 3. Section 2--202 of the uniformconmercial code is anended to read
as foll ows:

Section 2--202. Final Witten Expression: Parol or Extrinsic Evidence.

Ternmse with respect to which the confirmatory nenoranda of the parties
agree or which are otherwise set forth in a witing intended by the
parties as a final expression of their agreenent with respect to such
ternms as are included therein nay not be contradi cted by evidence of any
prior agreenent or of a contenporaneous oral agreenment but my be
expl ai ned or suppl enent ed

(a) by COURSE OF PERFORMANCE, course of dealing, or usage of trade
(Section [1--205] 1--303) [or by course of performance (Section
2--208)]; and

(b) by evidence of consistent additional terms unless the court finds
the witing to have been intended also as a conplete and exclusive
statenment of the terns of the agreenent.

S 4. Subsection (c) of section 2--310 of the uniformcomercial code
is amended to read as foll ows:

(c) if delivery is authorized and made by way of docunents of title
ot herwi se than by subsection (b) then paynment is due REGARDLESS OF WHERE
THE GOODS ARE TO BE RECEIVED (1) at the tine and place at which the
buyer is to receive DELI VERY OF the TANG BLE docunents [regardless of
where the goods are to be received] OR (Il1) AT THE TIME THE BUYER I S TO
RECEI VE DELI VERY OF THE ELECTRONI C DOCUMENTS AND AT THE SELLER S PLACE
OF BUSINESS OR | F NONE, THE SELLER S RESI DENCE; and

S 5. The opening paragraph of subsection 2 of section 2-323 of the
uni form comercial code is anended to read as foll ows:



Co~NOoOUIT~hWNE

S. 7816 11

Where in a case within subsection (1) a TANGBLE bill of |l|ading has
been issued in a set of parts, unless otherwi se agreed if the docunents
are not to be sent from abroad the buyer may denmand tender of the ful
set; otherwise only one part of the bill of |ading need be tendered.
Even if the agreenent expressly requires a full set:

S 6. Subsection 3 of section 2--401 of the uniformcomercial code is
amended to read as foll ows:

(3) Unless otherwi se explicitly agreed where delivery is to be nade
wi t hout noving the goods,

(a) if the seller is to deliver a TANG BLE docunent of title,
title passes at the tinme when and the place where he delivers
such docunments AND | F THE SELLER IS TO DELI VER AN ELECTRONI C
DOCUMENT OF TITLE, TITLE PASSES WHEN THE SELLER DELI VERS THE
DOCUMENT; or

(b) if the goods are at the time of contracting already identi-
fied and no docunents OF TITLE are to be delivered, title
passes at the tine and place of contracting.

S 7. Paragraph (b) of subsection 4 of section 2--503 of the uniform
conmerci al code is anended to read as foll ows:

(b) tender to the buyer of a non-negotiable docunent of title or
of a [witten direction to] RECORD DIRECTING the bailee to
deliver is sufficient tender wunless the buyer seasonably
obj ects, and receipt by the bailee of notification of the
buyer's rights fixes those rights as against the bail ee and
all third persons; but risk of Ioss of the goods and of any
failure by the bailee to honor the non-negotiabl e docunent of
title or to obey the direction remains on the seller until
the buyer has had a reasonable tine to present the docunent
or direction, and a refusal by the bailee to honor the docu-
ment or to obey the direction defeats the tender.

S 8. Section 2--505 of the uniformcomercial code is anmended to read
as foll ows:

Section 2--505. Seller's Shipnent Under Reservation.
(1) Where the seller has identified goods to the contract by or before

shi pnent :
(a) his procurenment of a negotiable bill of lading to his own
order or otherwi se reserves in hima security interest in the
goods. His procurenment of the bill to the order of a financ-

i ng agency or of the buyer indicates in addition only the
seller's expectation of transferring that interest to the
per son naned.

(b) a non-negotiable bill of lading to hinself or his nomnee
reserves possession of the goods as security but except in a
case of conditional delivery (subsection (2) of Section
2--507) a non-negotiable bill of |ading nam ng the buyer as
consi gnee reserves no security interest even though the sell-
er retains possession OR CONTROL of the bill of Iading.

(2) When shipnent by the seller with reservation of a security inter-
est is in violation of the contract for sale it constitutes an i nproper
contract for transportation within the preceding section but inpairs
neither the rights given to the buyer by shipnment and identification of
the goods to the contract nor the seller's powers as a hol der of a nego-
tiabl e docunment OF TITLE.

S 9. Subsection 2 of section 2--506 of the uniformcomrercial code is
amended to read as foll ows:
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(2) The right to reinbursenment of a financing agency which has in good
faith honored or purchased the draft under conmtnent to or authority
fromthe buyer is not inpaired by subsequent discovery of defects wth
reference to any rel evant docunent which was apparently regular [on its
face].

S 10. Subsection 2 of section 2--509 of the uniformcomercial code is
amended to read as foll ows:

(2) Where the goods are held by a bailee to be delivered w thout being
noved, the risk of |oss passes to the buyer

(a) on his receipt of POSSESSI ON OR CONTRCOL OF a negoti abl e docu-
ment of title covering the goods; or

(b) on acknow edgnment by the bailee of the buyer's right to
possessi on of the goods; or

(c) after his receipt of POSSESSI ON OR CONTROL OF a non-negoti a-
bl e docunment of title or other [witten] direction to deliver
IN A RECORD, as provided in subsection (4) (b) of Section
2--503.

S 11. Subsection 2 of section 2--605 of the uniformcomercial code is
amended to read as foll ows:

(2) Paynent agai nst docunents made wthout reservation of rights
precludes recovery of the paynment for defects apparent [on the face of]
I N the docunents.

S 12. Subsection 2 of section 2--705 of the uniformcomercial code is
amended to read as foll ows:

(2) As against such buyer the seller nmay stop delivery until

(a) receipt of the goods by the buyer; or

(b) acknow edgnent to the buyer by any bailee of the goods except
a carrier that the bailee holds the goods for the buyer; or

(c) such acknowl edgnment to the buyer by a carrier by reshipnment
or as [warehousenan] A WAREHOUSE; or

(d) negotiation to the buyer of any negotiable docunent of title
covering the goods.

S 13. Paragraph (c) of subsection 3 of section 2--705 of the uniform
conmerci al code is anended to read as foll ows:

(c) |If a negotiable docunent of title has been issued for goods the
bailee is not obliged to obey a notification to stop until surrender
OF POSSESSI ON OR CONTROL of the docunent.

S 14. Paragraphs (a) and (o) of subsection 1 of section 2-A--103 of
the wuniform comercial code, as added by chapter 114 of the | aws of
1994, are anended to read as foll ows:

(a) "Buyer in ordinary course of business" nmeans a person who in
good faith and wthout know edge that the sale to him|[or
her] is in violation of the ownership rights or security
interest or |leasehold interest of a third party in the goods,
buys in ordinary course from a person in the business of
selling goods of that kind but does not include a pawnbroker.
"Buyi ng" may be for cash or by exchange of other property or
on secured or unsecured credit and includes [receiving]
ACQUI RI NG goods or docunments of title wunder a preexisting
contract for sale but does not include a transfer in bulk or
as security for or intotal or partial satisfaction of a
noney debt .

(0) "Lessee in ordinary course of business" neans a person who in
good faith and wthout know edge that the | ease to him|[or
her] is in violation of the ownership rights or security
interest or leasehold interest of a third party in the goods
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| eases in ordinary course froma person in the business of
selling or |easing goods of that kind but does not include a
pawnbr oker . "Leasi ng" may be for cash or by exchange of
ot her property or on secured or unsecured credit and includes
[receiving] ACQU RING goods or docunents of title under a
preexi sting | ease contract but does not include a transfer in
bul k or as security for or in total or partial satisfaction
of a noney debt.

S 15. Subsection 3 of section 2-A--103 of the uniform conmercial code,
as anended by chapter 84 of the laws of 2001, is anmended to read as
fol | ows:

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

"Account ". Section 9--102(a)(2).

" Bet ween ner chants". Section 2--104(3).

" Buyer". Section 2--103(1)(a).

"Chattel paper". Section 9--102(a)(11).

"Consumer goods". Section 9--102(a) (23).

"Docunent . Section 9--102(a) (30).

"Entrusting". Section 2--403(3).

"General intangible". Section 9--102(a)(42).

"Good faith". Section 2--103(1)(b).

"I nstrunent". Section 9--102(a)(47).

“Mer chant . Section 2--104(1).

" Mort gage". Section 9--102(a)(55).

"Pursuant to commtnent”. Section [9--102(a)(68)]
9--102(A) (69).

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

" Sal e". Section 2--106(1).

"Sal e on approval ". Section 2--326.

"Sale or return". Section 2--326.

"Sel ler". Section 2--103(1)(d).

S 16. Section 2-A--207 of the uniformcomercial code is REPEALED

S 17. Subsection 4 of section 2-A--501 of the uniform conmercial code,
as added by chapter 114 of the laws of 1994, is anmended to read as
fol | ows:

(4) Except as otherwi se provided in Section [1-106(1)] 1--305(A) or
this Article or the | ease agreenent, the rights and renmedies referred to
in subsections (2) and (3) are cunul ati ve.

S 18. Subsection 2 of section 2-A--518 of the uniform conmercial code,
as added by chapter 114 of the laws of 1994, is anended to read as
fol | ows:

(2) Except as otherw se provided with respect to danages liquidated in
the |lease agreenent (Section 2-A-504) or otherw se determ ned pursuant
to agreenent of the parties (Sections [1-102(3)] 1--302 and 2-A-503), if
a lessee's cover is by a | ease agreenent substantially simlar to the
original |ease agreenent and the new | ease agreenent is nade in good
faith and in a conmercially reasonabl e nanner, the |essee may recover
from the | essor as damages (a) the present value, as of the date of the
commencenent of the termof the new | ease agreenent, of the rent under
the new | ease agreenent applicable to that period of the new | ease term
which is conparable to the then remaining term of the original |ease
agreenent mnus the present value as of the sane date of the total rent
for the then remaining | ease termof the original |ease agreenent, and
(b) any incidental or consequential damages, |ess expenses saved in
consequence of the lessor's default.
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S 19. Subsection 1 of section 2-A--519 of the uniform conmercial code,
as added by chapter 114 of the laws of 1994, is anmended to read as
fol | ows:

(1) Except as otherw se provided with respect to danages liquidated in
the |lease agreenent (Section 2-A-504) or otherw se determ ned pursuant
to agreenent of the parties (Section [1-102(3)] 1--302 and 2-A-503), if
a lessee elects not to cover or a |lessee elects to cover and the cover
is by | ease agreenent, whether or not the | ease agreenent qualifies for
treatment under Section 2-A-518(2), or is by purchase or otherw se, the
neasure of danmamges for non-delivery or repudiation by the |essor or for
rejection or revocation of acceptance by the |essee is the present
val ue, as of the date of the default, of the then market rent mnus the
present value as of the sanme date of the original rent, conputed for the
remaining lease term of the original |ease agreenent, together with
i ncidental and consequential danages, |ess expenses saved in consequence
of the lessor's default.

S 20. Paragraph (c) of subsection 2 of section 2-A--526 of the uniform
commerci al code, as added by chapter 114 of the laws of 1994, is anmended
to read as foll ows:

(c) such an acknow edgnent to the | essee by a carrier via reship-
ment or as [warehouseman] A WAREHOUSE

S 21. Subsection 2 of section 2-A--527 of the uniform conmercial code,
as added by chapter 114 of the laws of 1994, is anmended to read as
fol | ows:

(2) Except as otherw se provided with respect to danages |liquidated in
the |lease agreenent (Section 2-A-504) or otherw se determ ned pursuant
to agreenent of the parties (Sections [1-102(3)] 1--302 and 2-A-503), if
the disposition is by |ease agreenent substantially simlar to the
original |ease agreenent and the new | ease agreenent is nade in good
faith and in a conmercially reasonabl e nanner, the |essor may recover
fromthe | essee as damages (a) accrued and unpaid rent as of the date of
t he conmencenent of the termof the new | ease agreenent, (b) the present
value, as of the sanme date, of the total rent for the then renaining
| ease termof the original |ease agreenent mnus the present value, as
of the same date, of the rent under the new | ease agreenent applicable
to that period of the new | ease termwhich is conparable to the then
remai ning |ease termof the original |ease agreenent, and (c) any inci-
dental damages al |l owed under Section 2-A-530, |ess expenses saved in
consequence of the |lessee's default.

S 22. Subsection 1 of section 2-A--528 of the uniform conmercial code,
as added by chapter 114 of +the laws of 1994, is anmended to read as
fol | ows:

(1) Except as otherw se provided with respect to danages |liquidated in
the | ease agreenent (Section 2-A-504) or otherwi se determ ned pursuant
to agreenent of the parties (Sections [1-102(3)] 1--302 and 2-A-503), if
a lessor elects to retain the goods or a |lessor elects to dispose of the
goods and the disposition is by | ease agreenent whether or not the | ease
agreenent qualifies for treatnent wunder Section 2-A-527(2), or is hy
sale or otherw se, the | essor may recover fromthe | essee as damages for
a default of the type described in Section 2-A-523(1) or 2-A-523 (3)(a),
or, if agreed, for other default of the |essee, (a) accrued and unpaid
rent as of the date of default if the | essee has never taken possession
of the goods, or, if the | essee has taken possession of the goods, as of
the date the | essor repossesses the goods or an earlier date on which
the lessee nmakes a tender of the goods to the lessor, (b) the present
val ue as of the date determ ned under clause (a) of the total rent for
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the then remaining |lease termof the original |ease agreenment mnus the
present value as of the sanme date of the market rent at the place where
the goods are |l|ocated conputed for the sane |ease term and (c) any
i ncidental danmages al |l owed under Section 2-A-530, |ess expenses saved in
consequence of the |lessee's default.

S 23. Article 7 of the uniformcomercial code is REPEALED and a new
article 7 is added to read as foll ows:

ARTI CLE 7- DOCUMENTS OF TI TLE
PART 1
GENERAL
SECTI ON 7--101. SHORT TI TLE.

TH S ARTICLE MAY BE CITED AS UN FORM COWERCI AL CODE- DOCUMENTS OF
TI TLE.

SECTI ON 7--102. DEFI NI TI ONS AND | NDEX OF DEFI NI Tl ONS.

(A) IN TH S ARTI CLE, UNLESS THE CONTEXT OTHERW SE REQUI RES:

(1) "BAILEE" MEANS A PERSON THAT BY A WAREHOUSE RECEI PT, BILL OF
LADI NG OR OTHER DOCUMENT OF Tl TLE ACKNOW.EDGES POSSESSI ON OF GOODS AND
CONTRACTS TO DELI VER THEM

(2) "CARRIER' MEANS A PERSON THAT | SSUES A BI LL OF LADI NG

(3) "CONSIGNEE'" MEANS A PERSON NAMED IN A BILL OF LADING TO WH CH OR
TO WHOSE ORDER THE BI LL PROM SES DELI VERY.

(4) " CONSI GNOR' MEANS A PERSON NAMED IN A BILL OF LADI NG AS THE PERSON
FROM WHI CH THE GOODS HAVE BEEN RECEI VED FOR SHI PMENT.

(5) "DELI VERY ORDER' MEANS A RECORD THAT CONTAI NS AN ORDER TO DELI VER
GOODS DIRECTED TO A WAREHOUSE, CARRIER, OR OTHER PERSON THAT I N THE
ORDI NARY COURSE OF BUSI NESS | SSUES WAREHOUSE RECEIPTS OR BILLS OF
LADI NG

(6) "GOOD FAITH' MEANS HONESTY | N FACT AND THE OBSERVANCE OF REASON-
ABLE COMMVERCI AL STANDARDS OF FAI R DEALI NG

(7) "GOODS" MEANS ALL THINGS THAT ARE TREATED AS MOWABLE FOR THE
PURPCSES OF A CONTRACT FOR STORAGE OR TRANSPORTATI ON.

(8) "ISSUER' MEANS A BAI LEE THAT | SSUES A DOCUMENT OF TI TLE OR, I N THE
CASE OF AN UNACCEPTED DELI VERY ORDER, THE PERSON THAT ORDERS THE POSSES-
SOR OF GOODS TO DELI VER. THE TERM | NCLUDES A PERSON FOR WH CH AN AGENT
OR EMPLOYEE PURPORTS TO ACT IN ISSUNG A DOCUMENT |IF THE AGENT OR
EMPLOYEE HAS REAL OR APPARENT AUTHORI TY TO | SSUE DOCUMENTS, EVEN | F THE
| SSUER DI D NOT RECElI VE ANY GOODS, THE GOODS WERE M SDESCRI BED, OR | N ANY
OTHER RESPECT THE AGENT OR EMPLOYEE VI OLATED THE | SSUER S | NSTRUCTI ONS.

(9) "PERSON ENTI TLED UNDER THE DOCUMENT" MEANS THE HOLDER, | N THE CASE
OF A NEGOTI ABLE DOCUMENT OF TI TLE, OR THE PERSON TO WHI CH DELIVERY OF
THE GOODS IS TO BE MADE BY THE TERMS OF, OR PURSUANT TO | NSTRUCTI ONS | N
A RECORD UNDER, A NONNEGOTI ABLE DOCUMENT OF TI TLE.

(10) [ RESERVED .

(11) "SIGN' MEANS, W TH PRESENT | NTENT TO AUTHENTI CATE OR ADCPT A
RECORD:

(A) TO EXECUTE OR ADOPT A TANG BLE SYMBOL; OR

(B) TO ATTACH TO OR LOG CALLY ASSCCI ATE W TH THE RECORD AN ELECTRONI C
SOUND, SYMBCOL, OR PROCESS.

(12) "SH PPER' MEANS A PERSON THAT ENTERS | NTO A CONTRACT OF TRANSPOR-
TATI ON WTH A CARRI ER.

(13) "WAREHOUSE" MEANS A PERSON ENGAGED IN THE BUSINESS OF STORING
GOODS FOR HI RE.

(B) DEFINITIONS IN OTHER ARTICLES APPLYI NG TO THI S ARTI CLE AND THE
SECTI ONS I N WHI CH THEY APPEAR ARE:

(1) "CONTRACT FOR SALE", SECTION 2--106.

(2) "LESSEE |IN THE ORDI NARY COURSE OF BUSI NESS", SECTI ON 2A--103.
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(3) "RECEIPT" OF GOODS, SECTI ON 2- - 103.

(C) IN ADDI TION, ARTICLE 1 CONTAI NS GENERAL DEFI NI TI ONS AND PRI NCI PLES
OF CONSTRUCTI ON AND | NTERPRETATI ON APPLI CABLE THROUGHOUT THI'S ARTI CLE.
SECTI ON 7--103. RELATI ON OF ARTI CLE TO TREATY OR STATUTE.

(A TH'S ARTICLE IS SUBJECT TO ANY TREATY OR STATUTE OF THE UNI TED
STATES OR REGULATORY STATUTE OF THI'S STATE TO THE EXTENT THE TREATY,
STATUTE, OR REGULATORY STATUTE IS APPLI CABLE.

(B) THIS ARTICLE DOES NOT MODIFY OR REPEAL ANY LAW PRESCRI BI NG THE
FORM OR CONTENT OF A DOCUMENT OF TITLE OR THE SERVI CES OR FACILITIES TO
BE AFFORDED BY A BAI LEE, OR OTHERW SE REGULATI NG A BAI LEE' S BUSI NESS I N
RESPECTS NOT SPECI FI CALLY TREATED IN TH S ARTI CLE. HOWEVER, VI OLATI ON OF
SUCH A LAW DOES NOT AFFECT THE STATUS OF A DOCUMENT OF TI TLE THAT OTHER-
WSE IS WTH N THE DEFI NI TION OF A DOCUMENT OF TI TLE.

(C) TH'S ARTICLE MODIFIES, LIM TS, AND SUPERSEDES THE FEDERAL ELEC
TRONI C S| GNATURES | N GLOBAL AND NATI ONAL COMMERCE ACT (15 U.S.C. SECTI ON
7001, ET. SEQ) BUT DOES NOT MODIFY, LIMT, OR SUPERSEDE SECTI ON 101(C)
OF THAT ACT (15 U.S.C. SECTI ON 7001(C)) OR AUTHORI ZE ELECTRONI C DELI VERY
OF ANY OF THE NOTI CES DESCRI BED | N SECTI ON 103(B) OF THAT ACT (15 U.S.C.
SECTI ON 7003(B)).

(D) TO THE EXTENT THERE |'S A CONFLI CT BETWEEN THE ELECTRONIC S| GNA-
TURES AND RECORDS ACT ( STATE TECHNOLOGY LAW 301 ET. SEQ) AND THI S ARTI -
CLE, THI S ARTI CLE GOVERNS.

SECTI ON 7--104. NEGOTI ABLE AND NONNEGOTI ABLE DOCUMENT OF TI TLE.

(A) EXCEPT AS OTHERWSE PROVIDED |N SUBSECTION (C), A DOCUMENT OF
TI TLE 1'S NEGOTI ABLE | F BY I TS TERMS THE GOODS ARE TO BE DELIVERED TO
BEARER OR TO THE ORDER OF A NAMED PERSON.

(B) A DOCUMENT OF TI TLE OTHER THAN ONE DESCRI BED | N SUBSECTION (A) IS
NONNEGOTI ABLE. A BILL OF LADI NG THAT STATES THAT THE GOODS ARE CONS| GNED
TO A NAMED PERSON |'S NOT MADE NEGOTI ABLE BY A PROVI SION THAT THE GOODS
ARE TO BE DELI VERED ONLY AGAI NST AN ORDER | N A RECORD S| GNED BY THE SAME
OR ANOTHER NAMED PERSON.

(C) A DOCUMENT OF TITLE |'S NONNEGOTI ABLE |F, AT THE TIME I T IS | SSUED,
THE DOCUMENT HAS A CONSPI CUOUS LEGEND, HOWEVER EXPRESSED, THAT IT IS
NONNEGOT| ABLE.

SECTI ON 7--105. REI SSUANCE | N ALTERNATI VE MEDI UM

(A) UPON REQUEST OF A PERSON ENTI TLED UNDER AN ELECTRONI C DOCUMENT OF
TITLE, THE | SSUER OF THE ELECTRONI C DOCUMENT MAY | SSUE A TANG BLE DOCU-
MENT OF TITLE AS A SUBSTI TUTE FOR THE ELECTRONI C DOCUMENT | F:

(1) THE PERSON ENTITLED UNDER THE ELECTRONIC DOCUMENT SURRENDERS
CONTROL OF THE DOCUMENT TO THE | SSUER. AND

(2) THE TANG BLE DOCUMENT WHEN | SSUED CONTAI NS A STATEMENT THAT IT IS
| SSUED | N SUBSTI TUTI ON FOR THE ELECTRONI C DOCUMENT.

(B) UPON | SSUANCE OF A TANG BLE DOCUMENT OF TI TLE I N SUBSTI TUTION FOR
AN ELECTRONI C DOCUVENT OF TI TLE | N ACCORDANCE W TH SUBSECTI ON ( A):

(1) THE ELECTRONI C DOCUMENT CEASES TO HAVE ANY EFFECT OR VALIDITY; AND

(2) THE PERSON THAT PROCURED |SSUANCE OF THE TANG BLE DOCUMENT
WARRANTS TO ALL SUBSEQUENT PERSONS ENTI TLED UNDER THE TANG BLE DOCUMENT
THAT THE WARRANTOR WAS A PERSON ENTI TLED UNDER THE ELECTRONI C DOCUMENT
WHEN THE WARRANTOR SURRENDERED CONTROL OF THE ELECTRONI C DOCUMENT TO THE
| SSUER.

(C) UPON REQUEST OF A PERSON ENTI TLED UNDER A TANG BLE DOCUMENT OF
TITLE, THE | SSUER OF THE TANG BLE DOCUMENT MAY | SSUE AN ELECTRONI C DOCU-
MENT OF TITLE AS A SUBSTI TUTE FOR THE TANG BLE DOCUMENT | F:

(1) THE PERSON ENTITLED UNDER THE TANG BLE DOCUMENT SURRENDERS
POSSESSI ON OF THE DOCUMENT TO THE | SSUER, AND
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(2) THE ELECTRONI C DOCUMENT WHEN | SSUED CONTAI NS A STATEMENT THAT IT
'S 1 SSUED | N SUBSTI TUTI ON FOR THE TANG BLE DOCUMENT.

(D) UPON | SSUANCE OF AN ELECTRONI C DOCUMENT OF TI TLE | N SUBSTI TUTI ON
FOR A TANG BLE DOCUMENT OF TITLE | N ACCORDANCE W TH SUBSECTI ON (C):

(1) THE TANG BLE DOCUMENT CEASES TO HAVE ANY EFFECT OR VALIDITY; AND

(2) THE PERSON THAT PROCURED |SSUANCE OF THE ELECTRONIC DOCUMENT
WARRANTS TO ALL SUBSEQUENT PERSONS ENTI TLED UNDER THE ELECTRONI C DOCU-
MENT THAT THE WARRANTOR WAS A PERSON ENTI TLED UNDER THE TANG BLE DOCU-
MENT WHEN THE WARRANTOR SURRENDERED POSSESS|I ON OF THE TANG BLE DOCUNMENT
TO THE | SSUER
SECTI ON 7--106. CONTROL OF ELECTRONI C DOCUMENT OF TI TLE.

(A) A PERSON HAS CONTROL OF AN ELECTRONIC DOCUMENT OF TITLE IF A
SYSTEM EMPLOYED FOR EVI DENCI NG THE TRANSFER OF | NTERESTS I N THE ELEC
TRONI C DOCUMENT RELI ABLY ESTABLI SHES THAT PERSON AS THE PERSON TO WHI CH
THE ELECTRONI C DOCUMENT WAS | SSUED OR TRANSFERRED.

(B) A SYSTEM SATI SFI ES SUBSECTI ON (A), AND A PERSON | S DEEMED TO HAVE
CONTROL OF AN ELECTRONI C DOCUMENT OF TITLE, |F THE DOCUMENT |'S CREATED,
STORED AND ASSI GNED | N SUCH A MANNER THAT:

(1) A SINGLE AUTHORI TATIVE COPY OF THE DOCUMENT EXI STS WHICH IS
UNI QUE, | DENTI FI ABLE, AND, EXCEPT AS OTHERW SE PROVIDED |N PARAGRAPHS
(4), (5), AND (6), UNALTERABLE;

(2) THE AUTHORI TATI VE COPY | DENTI FI ES THE PERSON ASSERTI NG CONTROL AS:

(A) THE PERSON TO WHI CH THE DOCUMENT WAS | SSUED; OR

(B) |F THE AUTHORI TATIVE COPY | NDI CATES THAT THE DOCUMENT HAS BEEN
TRANSFERRED, THE PERSON TO WHI CH THE DOCUMENT WAS MOST RECENTLY TRANS-
FERRED;

(3) THE AUTHORI TATIVE COPY |'S COVMUNI CATED TO AND MAI NTAI NED BY THE
PERSON ASSERTI NG CONTROL OR | TS DESI GNATED CUSTODI AN;

(4) COPIES OR AMENDMENTS THAT ADD OR CHANGE AN | DENTI FI ED ASSI GNEE  OF
THE ~ AUTHORI TATI VE COPY CAN BE MADE ONLY W TH THE CONSENT OF THE PERSON
ASSERTI NG CONTROL:

(5) EACH COPY OF THE AUTHORI TATI VE COPY AND ANY COPY OF A COPY IS
READI LY | DENTI FI ABLE AS A COPY THAT IS NOT THE AUTHORI TATI VE COPY; AND

(6) ANY AMENDMENT OF THE AUTHORI TATI VE COPY |'S READI LY | DENTI FI ABLE AS
AUTHORI ZED OR UNAUTHORI ZED.

PART 2
WAREHOUSE RECEI PTS: SPECI AL PROVI SI ONS
SECTI ON 7--201. PERSON THAT MAY | SSUE A WAREHOUSE RECEI PT; STORAGE UNDER
BOND.

(A) A WAREHOUSE RECEI PT MAY BE | SSUED BY ANY WAREHOUSE.

(B) I|F GOODS, |NCLUDING DISTILLED SPIR TS AND AGRI CULTURAL COVMOD-
| TIES, ARE STORED UNDER A STATUTE REQUI RI NG A BOND AGAI NST W THDRAWAL OR
A LI CENSE FOR THE | SSUBNCE OF RECEIPTS IN THE NATURE OF WAREHOUSE
RECEI PTS, A RECEIPT |SSUED FOR THE GOODS | S DEEMED TO BE A WAREHOUSE
RECEI PT EVEN | F | SSUED BY A PERSON THAT |'S THE OWER OF THE GOODS AND | S
NOT A WAREHOUSE.

SECTI ON 7--202. FORM OF WAREHOUSE RECEI PT; EFFECT OF OM SSI ON.

(A) A WAREHOUSE RECEI PT NEED NOT BE | N ANY PARTI CULAR FORM

(B) UNLESS A WAREHOUSE RECEl PT PROVI DES FOR EACH OF THE FOLLON NG THE
WAREHOUSE |'S LI ABLE FOR DAMAGES CAUSED TO A PERSON | NJURED BY I TS OM S-
SI ON:

(1) A STATEMENT OF THE LOCATI ON OF THE WAREHOUSE FACI LI TY WHERE THE
GOODS ARE STORED;

(2) THE DATE OF | SSUE OF THE RECEI PT;

(3) THE UNI QUE | DENTI FI CATI ON CODE OF THE RECE! PT;
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(4) A STATEMENT WHETHER THE GOODS RECEI VED WLL BE DELIVERED TO THE
BEARER, TO A NAMED PERSCON, OR TO A NAMED PERSON OR | TS ORDER;

(5) THE RATE OF STORAGE AND HANDLI NG CHARGES, UNLESS GOCDS ARE STORED
UNDER A FI ELD WAREHOUSI NG ARRANGEMENT, | N WHI CH CASE A STATEMENT OF THAT
FACT |'S SUFFI Cl ENT ON A NONNEGOTI ABLE RECEI PT,;

(6) A DESCRI PTI ON OF THE GOCDS OR THE PACKAGES CONTAI NI NG THEM

(7) THE SI GNATURE OF THE WAREHOUSE OR | TS AGENT;

(8) I'F THE RECEIPT IS | SSUED FOR GOODS THAT THE WAREHOUSE OWNS, EI THER
SOLELY, JO NTLY, OR IN COVWON W TH OTHERS, A STATEMENT OF THE FACT OF
THAT OANERSHI P;  AND

(9) A STATEMENT OF THE AMOUNT OF ADVANCES MADE AND CF LI ABILITIES
I NCURRED FOR WHI CH THE WAREHOUSE CLAIMS A LIEN OR SECURITY | NTEREST,
UNLESS THE PRECI SE AMOUNT OF ADVANCES MADE OR LI ABI LI TI ES | NCURRED, AT
THE TIME OF THE | SSUE OF THE RECEI PT, 1S UNKNOWN TO THE WAREHOUSE CR TO
I TS AGENT THAT | SSUED THE RECEI PT, I N WH CH CASE A STATEMENT OF THE FACT
THAT ADVANCES HAVE BEEN MADE OR LI ABI LI TI ES | NCURRED AND THE PURPCSE OF
THE ADVANCES OR LI ABILITIES I'S SUFFI Cl ENT.

(© A WAREHOUSE MAY INSERT IN ITS RECEIPT ANY TERMS THAT ARE NOT
CONTRARY TO THI'S ACT AND DO NOT | MPAIR I TS OBLI GATI ON OF DELI VERY UNDER
SECTION 7--403 OR I TS DUTY OF CARE UNDER SECTION 7--204. ANY CONTRARY
PROVI SI ON | S | NEFFECTI VE.

SECTI ON 7--203. LIABILITY FOR NONRECElI PT OR M SDESCRI PTI ON.

A PARTY TGO  OR PURCHASER FOR, VALUE I N GOOD FAI TH OF A DOCUMENT OF
TI' TLE, OTHER THAN A BILL OF LADI NG THAT RELI ES UPON THE DESCRI PTION OF
THE GOCDS | N THE DOCUMENT MAY RECOVER FROM THE | SSUER DAMAGES CAUSED BY
THE NONRECEI PT OR M SDESCRI PTI ON OF THE GOODS, EXCEPT TO THE EXTENT
THAT:

(1) THE DOCUMENT CONSPI CUOUSLY | NDI CATES THAT THE | SSUER DOES NOT KNOW
WHETHER ALL OR PART OF THE GOODS | N FACT WERE RECEI VED OR CONFORM TO THE
DESCRI PTIAON, SUCH AS A CASE IN VWHCH THE DESCRIPTION IS I N TERMS OF
MARKS OR LABELS OR KIND, QUANTITY, OR CONDITION, OR THE RECEIPT OR
DESCRI PTION IS QUALI FI ED BY "CONTENTS, CONDI TI ON, AND QUALI TY UNKNOMW',
"SAID TO CONTAI N', OR WORDS OF SIM LAR IMPORT, |IF THE [IND CATION IS
TRUE; OR

(2) THE PARTY OR PURCHASER OTHERW SE HAS NOTI CE OF THE NONRECEI PT OR
M SDESCRI PTI ON.

SECTI ON 7--204. DUTY OF CARE; CONTRACTUAL LIMTATION OF WAREHOUSE' S
LI ABI LI TY.

(A) A WAREHOUSE IS LIABLE FOR DAMAGES FOR LOSS OF OR I NJURY TO THE
GOCDS CAUSED BY I TS FAI LURE TO EXERCI SE CARE WTH REGARD TO THE GOODS
THAT A REASONABLY CAREFUL PERSON WOULD EXERCI SE UNDER SI M LAR Cl RCUM
STANCES. UNLESS OTHERW SE AGREED, THE WAREHOUSE |S NOI' LIABLE FOR
DAVAGES THAT COULD NOT HAVE BEEN AVO DED BY THE EXERCI SE OF THAT CARE.

(B) DAMAGES MAY BE LIM TED BY A TERM | N THE WAREHOUSE RECEI PT OR STOR-
AGE AGREEMENT LIM TING THE AMOUNT OF LIABILITY I N CASE OF LOSS OR DAVAGE
BEYOND VWH CH THE WAREHOUSE |S NOTI' LIABLE. SUCH A LI M TATION IS NOT
EFFECTI VE W TH RESPECT TO THE WAREHOUSE' S LI ABILITY FOR CONVERSION TO
I TS OAN USE. ON REQUEST OF THE BAILOR I N A RECORD AT THE TI ME OF SI GNI NG
THE STORAGE AGREEMENT OR W THI N A REASONABLE TI ME AFTER RECEI PT OF THE
WAREHOUSE RECEI PT, THE WAREHOUSE' S LI ABI LI TY MAY BE | NCREASED ON PART OR
ALL OF THE GOODS COVERED BY THE STORAGE AGREEMENT OR THE WAREHOUSE
RECEIPT. IN TH'S EVENT, |INCREASED RATES MNAY BE CHARGED BASED ON AN
I NCREASED VALUATI ON OF THE GOODS.

(©) REASONABLE PROVI SIONS AS TO THE TIME AND MANNER OF PRESENTI NG
CLAIMS AND COMVENCI NG ACTI ONS BASED ON THE BAI LMENT MAY BE | NCLUDED | N
THE WAREHOUSE RECEI PT OR STORAGE AGREEMENT.
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SECTI ON 7--205. Tl TLE UNDER WAREHOUSE RECEI PT DEFEATED | N CERTAI N CASES.

A BUYER IN ORDI NARY COURSE OF BUSINESS OF FUNG BLE GOCDS SOLD AND
DELI VERED BY A WAREHOUSE THAT IS ALSO IN THE BUSINESS OF BUYING AND
SELLI NG SUCH GOODS TAKES THE GOODS FREE OF ANY CLAI M UNDER A WAREHOUSE
RECEI PT EVEN | F THE RECEI PT | S NEGOTI ABLE AND HAS BEEN DULY NEGOTI ATED.
SECTI ON 7--206. TERM NATI ON OF STORAGE AT WAREHOUSE' S OPTI ON.

(A) A WAREHOUSE, BY G VING NOTI CE TO THE PERSON ON WHOSE ACCOUNT THE
GOCDS ARE HELD AND ANY OTHER PERSON KNOWN TO CLAIM AN | NTEREST I N THE
GOCDS, MAY REQUI RE PAYMENT OF ANY CHARGES AND REMOVAL OF THE GOODS FROM
THE WAREHOUSE AT THE TERM NATI ON OF THE PERI OD OF STORACE FI XED BY THE
DOCUMENT OF TITLE OR, IF A PERIOD IS NOT FI XED, WTH N A STATED PERI OD
NOT' LESS THAN 30 DAYS AFTER THE WAREHOUSE G VES NOTI CE. | F THE GOODS ARE
NOT REMOVED BEFORE THE DATE SPECI FI ED | N THE NOTI CE, THE WAREHOUSE NAY
SELL THEM PURSUANT TO SECTI ON 7--210.

(B) I'F A WAREHOUSE I N GOCD FAI TH BELI EVES THAT GOODS ARE ABQUT TO
DETERI ORATE OR DECLINE IN VALUE TO LESS THAN THE AMOUNT OF I TS LIEN
W TH N THE TI ME PROVI DED | N SUBSECTI ON (A) AND SECTION 7--210, THE WARE-
HOUSE MAY SPECI FY | N THE NOTI CE 3 VEN UNDER SUBSECTI ON (A) ANY REASON
ABLE SHORTER TIME FOR REMOVAL OF THE GOODS AND, | F THE GOODS ARE NOT
REMOVED, MAY SELL THEM AT PUBLI C SALE HELD NOT LESS THAN ONE WEEK AFTER
A SI NGLE ADVERTI SEMENT OR PCSTI NG

(O IF, AS A RESULT OF A QUALITY OR CONDI TION OF THE GOODS COF WHI CH
THE WAREHOUSE DI D NOT HAVE NOTI CE AT THE TI ME OF DEPOSI T, THE GOCDS ARE
A HAZARD TO OTHER PROPERTY, THE WAREHOUSE FACI LI TI ES, OR OTHER PERSONS,
THE WAREHOUSE MAY SELL THE GOCDS AT PUBLIC OR PRIVATE SALE W THOUT
ADVERTI SEMENT OR POSTI NG ON REASONABLE NOTI FI CATI ON TO ALL PERSONS KNOWN
TO CLAIM AN I NTEREST I N THE GOODS. | F THE WAREHOUSE, AFTER A REASONABLE
EFFORT, IS UNABLE TO SELL THE GOODS, | T MAY DI SPCSE OF THEM I N ANY
LAWFUL MANNER AND DCES NOT | NCUR LI ABILITY BY REASON OF THAT DI SPOSI -
TI ON.

(D) A WAREHOUSE SHALL DELI VER THE GOODS TO ANY PERSON ENTI TLED TO THEM
UNDER THI S ARTI CLE UPON DUE DEMAND MADE AT ANY Tl ME BEFORE SALE OR OTHER
DI SPOSI TI ON UNDER THI S SECTI ON.

(E) A WAREHOUSE MAY SATI SFY I TS LI EN FROM THE PROCEEDS COF ANY SALE OR
DI SPOSI TI ON UNDER THI S SECTI ON BUT SHALL HOLD THE BALANCE FOR DELI VERY
ON THE DEMAND OF ANY PERSON TO VWH CH THE WAREHOUSE WOULD HAVE BEEN BOUND
TO DELI VER THE GOODS.

SECTI ON 7--207. GOODS MJUST BE KEPT SEPARATE; FUNG BLE GOODS.

(A) UNLESS THE WAREHOUSE RECEI PT PROVI DES OTHERW SE, A WAREHOUSE SHALL
KEEP SEPARATE THE GOODS COVERED BY EACH RECEI PT SO AS TO PERM T AT ALL
TI MES | DENTI FI CATI ON AND DELI VERY OF THOSE GOODS. HOWNEVER, DI FFERENT
LOTS OF FUNG BLE GOODS MAY BE COMM NGLED.

(B) | F DIFFERENT LOTS OF FUNG BLE GOCDS ARE COW NGLED, THE GOODS ARE
OMED | N COMVON BY THE PERSONS ENTI TLED THERETO AND THE WAREHOUSE 1S
SEVERALLY LIABLE TO EACH OMNER FOR THAT OMNER S SHARE. | F, BECAUSE OF
OVERI SSUE, A MASS OF FUNG BLE GOODS IS [INSUFFICIENT TO MEET ALL THE
RECEI PTS THE WAREHOUSE HAS | SSUED AGAINST |IT, THE PERSONS ENTI TLED
I NCLUDE ALL HOLDERS TO WH CH OVERI SSUED RECEI PTS HAVE BEEN DULY NEGOTI -
ATED.

SECTI ON 7--208. ALTERED WAREHOUSE RECEI PTS.

IF A BLANK I N A NEGOTI ABLE TANG BLE WAREHOUSE RECEI PT HAS BEEN FI LLED
IN WTHOUT AUTHORITY, A GOOD-FAITH PURCHASER FOR VALUE AND W THOUT
NOTI CE OF THE LACK OF AUTHORI TY MAY TREAT THE | NSERTI ON AS AUTHCRI ZED.
ANY OTHER UNAUTHORI ZED ALTERATI ON LEAVES ANY TANG BLE OR ELECTRONI C
WAREHOUSE RECEI PT ENFORCEABLE AGAINST THE |SSUER ACCORDING TO I TS
ORI G NAL TENOR.
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SECTI ON 7--209. LIEN OF WAREHOUSE.

(A) A WAREHOUSE HAS A LI EN AGAI NST THE BAI LOR ON THE GOODS COVERED BY
A WAREHOUSE RECEI PT OR STORAGE AGREEMENT OR ON THE PROCEEDS THERECF I[N
I TS POSSESSI ON FOR CHARGES FOR STORAGE OR TRANSPORTATI ON, | NCLUDI NG
DEMURRAGE AND TERM NAL CHARGES, | NSURANCE, LABOR, OR OIHER CHARGES,
PRESENT OR FUTURE, | N RELATION TO THE GOODS, AND FOR EXPENSES NECESSARY
FOR PRESERVATI ON OF THE GOODS OR REASONABLY |INCURRED IN THEIR SALE
PURSUANT TO LAW | F THE PERSON ON WHOSE ACCOUNT THE GOODS ARE HELD I S
LI ABLE FOR SI M LAR CHARGES OR EXPENSES | N RELATI ON TO OTHER GOODS WHEN-
EVER DEPOCSITED AND IT IS STATED IN THE WAREHOUSE RECEI PT OR STORAGE
AGREEMENT THAT A LIEN IS CLAI MED FOR CHARGES AND EXPENSES | N RELATI ON TO
OTHER GOODS, THE WAREHOUSE ALSO HAS A LI EN AGAI NST THE GOCDS COVERED BY
THE WAREHOUSE RECEI PT OR STORAGE AGREEMENT OR ON THE PROCEEDS THEREOF | N
I TS POSSESSI ON FOR THOSE CHARGES AND EXPENSES, WHETHER OR NOT THE OTHER
GOCDS HAVE BEEN DELI VERED BY THE WAREHOUSE. HOWEVER, AS AGAI NST A PERSON
TO WHI CH A NEGOTI ABLE WAREHOUSE RECEIPT IS DULY NEGOTI ATED, A WARE-
HOUSE'S LIEN IS LIMTED TO CHARGES I N AN AMOUNT OR AT A RATE SPECI FI ED
IN THE WAREHOUSE RECEI PT OR, |F NO CHARGES ARE SO SPECIFIED, TO A
REASONABLE CHARCE FOR STORAGE OF THE SPEC FI C GOODS COVERED BY THE
RECEI PT SUBSEQUENT TO THE DATE OF THE RECEI PT.

(B) A WAREHOUSE MAY ALSO RESERVE A SECURITY |NTEREST AGAINST THE
BAI LOR FOR THE MAXI MUM AMOUNT SPECI FI ED ON THE RECElI PT FOR CHARGES OTHER
THAN THOSE SPECI FI ED | N SUBSECTI ON (A), SUCH AS FOR MONEY ADVANCED AND
I NTEREST. THE SECURI TY | NTEREST | S GOVERNED BY ARTI CLE 9.

(© A WAREHOUSE' S LI EN FOR CHARGES AND EXPENSES UNDER SUBSECTI ON (A)
OR A SECURITY | NTEREST UNDER SUBSECTI ON (B) IS ALSO EFFECTI VE AGAI NST
ANY PERSON THAT SO ENTRUSTED THE BAILOR WTH POSSESSION OF THE GOCDS
THAT A PLEDGE OF THEM BY THE BAI LOR TO A GOCD- FAI TH PURCHASER FOR VALUE
WOULD HAVE BEEN VALID. HONEVER, THE LI EN OR SECURITY |INTEREST IS NOT
EFFECTI VE AGAI NST A PERSON THAT BEFORE | SSUANCE OF A DOCUMENT OF TI TLE
HAD A LEGAL | NTEREST OR A PERFECTED SECURI TY | NTEREST IN THE GOODS AND
THAT DI D NOT:

(1) DELIVER OR ENTRUST THE GOODS OR ANY DOCUMENT OF TI TLE COVERI NG THE
GOCDS TO THE BAI LOR OR THE BAILOR' S NOM NEE W TH:

(A) ACTUAL OR APPARENT AUTHORI TY TO SHI P, STORE, OR SELL;

(B) POAER TO OBTAI N DELI VERY UNDER SECTI ON 7--403; OR

(O PONER  OF DI SPOSI TION  UNDER SECTIONS 2--403, 2A--304(2),
2A--305(2), 9--320, OR 9--321(C) OR OTHER STATUTE OR RULE OF LAW OR

(2) ACQUI ESCE I N THE PROCUREMENT BY THE BAILOR OR ITS NOM NEE OF ANY
DOCUMENT.

(D) A WAREHOUSE' S LI EN ON HOUSEHOLD GOODS FOR CHARGES AND EXPENSES | N
RELATI ON TO THE GOODS UNDER SUBSECTI ON (A) |'S ALSO EFFECTI VE AGAI NST ALL
PERSONS | F THE DEPOSI TOR WAS THE LEGAL POSSESSOR OF THE GOODS AT THE
TIME OF DEPOSIT. IN TH S SUBSECTI ON, "HOUSEHOLD GOCDS' MEANS FURN TURE,
FURNI SHI NGS, OR PERSONAL EFFECTS USED BY THE DEPOSI TOR I N A DVELLI NG

(E) A WAREHOUSE LOSES I TS LI EN ON ANY GOCDS THAT | T VOLUNTARI LY DELI V-
ERS OR UNJUSTI FI ABLY REFUSES TO DELI VER
SECTI ON 7--210. ENFORCEMENT OF WAREHOUSE' S LI EN.

(A) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (B), A WAREHOUSE' S LI EN
MAY BE ENFORCED BY PUBLI C OR PRI VATE SALE OF THE GOODS, IN BULK OR IN
PACKAGES, AT ANY TIME OR PLACE AND ON ANY TERMS THAT ARE COWMERCI ALLY
REASONABLE, AFTER NOTI FYI NG ALL PERSONS KNOMWN TO CLAIM AN | NTEREST IN
THE GOCDS. THE NOTI FI CATI ON MUST | NCLUDE A STATEMENT OF THE AMOUNT DUE,
THE NATURE OF THE PROPCSED SALE, AND THE TI ME AND PLACE OF ANY PUBLIC
SALE. THE FACT THAT A BETTER PRI CE COULD HAVE BEEN OBTAI NED BY A SALE AT
A DIFFERENT TIME OR IN A METHOD DI FFERENT FROM THAT SELECTED BY THE
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WAREHOUSE |'S NOT OF | TSELF SUFFI Cl ENT TO ESTABLI SH THAT THE SALE WAS NOT
MADE | N A COWERCI ALLY REASONABLE MANNER. THE WAREHOUSE SELLS IN A
COMVERCI ALLY REASONABLE MANNER | F THE WAREHOUSE SELLS THE GOODS | N THE
USUAL MANNER |IN ANY RECOGNI ZED MARKET THEREFORE, SELLS AT THE PRI CE
CURRENT | N THAT MARKET AT THE TIME OF THE SALE, OR OTHERW SE SELLS IN
CONFORM TY W TH COWVERCI ALLY REASONABLE PRACTI CES AMONG DEALERS | N THE
TYPE OF GOODS SOLD. A SALE OF MORE GOODS THAN APPARENTLY NECESSARY TO BE
OFFERED TO ENSURE SATI SFACTION OF THE OBLIGATION |S NOT COWMERC ALLY
REASONABLE, EXCEPT | N CASES COVERED BY THE PRECEDI NG SENTENCE.

(B) A WAREHOUSE MAY ENFORCE | TS LI EN ON GOODS, OTHER THAN GOODS STORED
BY A MERCHANT IN THE COURSE OF I TS BUSINESS, ONLY | F THE FOLLON NG
REQUI REVMENTS ARE SATI SFI ED:

(1) ALL PERSONS KNOAN TO CLAI M AN | NTEREST | N THE GOODS MUST BE NOTI -
FI ED.

(2) THE NOTI FI CATI ON MUST | NCLUDE AN | TEM ZED STATEMENT OF THE CLAI M
A DESCRI PTI ON OF THE GOODS SUBJECT TO THE LIEN, A DEMAND FOR PAYMENT
WTH N A SPECIFIED TIME NOT LESS THAN TEN DAYS AFTER RECEl PT OF THE
NOTI FI CATI ON, AND A CONSPI CUOUS STATEMENT THAT UNLESS THE CLAIM IS PAI D
WTH N THAT TIME THE GOODS WLL BE ADVERTI SED FOR SALE AND SOLD BY
AUCTI ON AT A SPECI FI ED TI ME AND PLACE.

(3) THE SALE MJUST CONFORM TO THE TERMS OF THE NOTI FI CATI ON.

(4) THE SALE MJUST BE HELD AT THE NEAREST SU TABLE PLACE TO WHERE THE
GOODS ARE HELD OR STORED.

(5) AFTER THE EXPIRATION OF THE TIME G VEN I N THE NOTI FI CATI ON, AN
ADVERTI SEMENT OF THE SALE MUST BE PUBLI SHED ONCE A WEEK FOR TWO WEEKS
CONSECUTI VELY | N A NEWSPAPER OF GENERAL Cl RCULATI ON WHERE THE SALE IS TO
BE HELD. THE ADVERTI SEVENT MUST | NCLUDE A DESCRI PTI ON OF THE GOODS, THE
NAME OF THE PERSON ON WHOSE ACCOUNT THE GOODS ARE BEI NG HELD, AND THE
TIME AND PLACE OF THE SALE. THE SALE MUST TAKE PLACE AT LEAST FI FTEEN
DAYS AFTER THE FI RST PUBLI CATION. |F THERE IS NO NEWSPAPER OF GENERAL
Cl RCULATION WHERE THE SALE IS TO BE HELD, THE ADVERTI SEVENT MUST BE
POSTED AT LEAST TEN DAYS BEFORE THE SALE | N NOT FEWER THAN SI X CONSPI CU-
OUS PLACES | N THE NEI GHBORHOOD OF THE PROPCSED SALE.

(C) BEFORE ANY SALE PURSUANT TO THI'S SECTION, ANY PERSON CLAIM NG A
RIGHT | N THE GOODS MAY PAY THE AMOUNT NECESSARY TO SATI SFY THE LI EN AND
THE REASONABLE EXPENSES | NCURRED | N COMPLYI NG WTH TH' S SECTI ON. | N THAT
EVENT, THE GOODS MAY NOT BE SOLD BUT MJST BE RETAINED BY THE WAREHOUSE
SUBJECT TO THE TERMB OF THE RECEI PT AND TH' S ARTI CLE.

(D) A WAREHOUSE NMAY BUY AT ANY PUBLIC SALE HELD PURSUANT TO THI S
SECTI ON,

(E) A PURCHASER | N GOOD FAI TH OF GOODS SOLD TO ENFORCE A WAREHOUSE' S
LIEN TAKES THE GOODS FREE OF ANY RI GHTS OF PERSONS AGAI NST WH CH THE
LI EN WAS VALI D, DESPI TE THE WAREHOUSE' S NONCOVPLI ANCE W TH TH' S SECTI ON,

(F) A WAREHOUSE MAY SATI SFY | TS LI EN FROM THE PROCEEDS OF ANY SALE
PURSUANT TO TH' S SECTI ON BUT SHALL HOLD THE BALANCE, |F ANY, FOR DELI V-
ERY ON DEMAND TO ANY PERSON TO WHI CH THE WAREHOUSE WOULD HAVE BEEN BOUND
TO DELI VER THE GOODS.

(G THE RI GHTS PROVI DED BY THI'S SECTION ARE IN ADDITION TO ALL OTHER
RI GHTS ALLOWED BY LAW TO A CREDI TOR AGAI NST A DEBTOR

IF A LIEN IS ON GOODS STORED BY A MERCHANT | N THE COURSE OF I TS
BUSI NESS, THE LI EN MAY BE ENFORCED | N ACCORDANCE W TH SUBSECTI ON (A) OR
(B).
(1) A WAREHOUSE | S LI ABLE FOR DAMAGES CAUSED BY FAI LURE TO COMPLY W TH
THE ~ REQUI REMENTS FOR SALE UNDER THI S SECTI ON AND, | N CASE OF W LLFUL
VI OLATION, IS LI ABLE FOR CONVERSI ON.
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PART 3
BI LLS OF LADI NG SPECI AL PROVI SI ONS
SECTI ON 7--301. LIABILITY FOR NONRECEIPT OR M SDESCRIPTIQN, "SAID TO
CONTAI'N'; "SHI PPER S WEI GHT, LOAD, AND COUNT"; | MPROP-
ER HANDLI NG

(A) A CONSI GNEE OF A NONNEGOTI ABLE BILL OF LADING WHI CH HAS d VEN
VALUE IN GOOD FAITH  OR A HOLDER TO WH CH A NEGOTI ABLE BI LL HAS BEEN
DULY NEGOTI ATED, RELYI NG UPON THE DESCRI PTION OF THE GOODS IN THE BILL
OR UPON THE DATE SHOWN I N THE BI LL, MAY RECOVER FROM THE | SSUER DAMAGES
CAUSED BY THE M SDATI NG OF THE BI LL OR THE NONRECEI PT OR M SDESCRI PTI ON
OF THE GOODS, EXCEPT TO THE EXTENT THAT THE BI LL | NDI CATES THAT THE
| SSUER DOES NOT KNOW VWHETHER ANY PART OR ALL OF THE GOODS IN FACT WERE
RECEI VED OR CONFORM TO THE DESCRI PTI ON, SUCH AS IN A CASE I N WHI CH THE
DESCRI PTION IS IN TERMS OF MARKS OR LABELS OR KIND, QUANTITY, OR CONDI -
TION OR THE RECEIPT OR DESCRI PTION | S QUALI FI ED BY " CONTENTS OR CONDI -
TI ON OF CONTENTS OF PACKAGES UNKNOMWN', "SAID TO CONTAIN', "SH PPER S
VEEI GHT, LOAD, AND COUNT," OR WORDS OF SIM LAR | MPORT, | F THAT | NDI CATI ON
'S TRUE.

(B) I'F GOODS ARE LOADED BY THE | SSUER OF A BI LL OF LADI NG

(1) THE |1SSUER SHALL COUNT THE PACKAGES OF GOODS | F SHI PPED | N PACK-
AGES AND ASCERTAIN THE KI ND AND QUANTI TY I'F SHI PPED I N BULK; AND

(2) WORDS SUCH AS "SHI PPER S WEI GHT, LOAD, AND COUNT," OR WORDS OF
SIM LAR | MPORT | NDI CATI NG THAT THE DESCRI PTI ON WAS MADE BY THE SHI PPER
ARE | NEFFECTI VE EXCEPT AS TO GOODS CONCEALED | N PACKAGES.

(O | F BULK GOODS ARE LOADED BY A SHI PPER THAT MAKES AVAI LABLE TO THE
| SSUER OF A BILL OF LADI NG ADEQUATE FACI LI TI ES FOR WEI GH NG THOSE GOODS,
THE | SSUER SHALL ASCERTAIN THE KIND AND QUANTI TY W TH N A REASONABLE
TI ME AFTER RECEI VI NG THE SH PPER S REQUEST IN A RECORD TO DO SO. I N THAT
CASE, "SH PPER S VEI GHT" OR WORDS OF SIM LAR | MPORT ARE | NEFFECTI VE.

(D) THE I SSUER OF A BILL OF LADING BY INCLUDI NG IN THE BI LL THE WORDS
"SH PPER S WEI GHT, LOAD, AND COUNT," OR WORDS OF SIM LAR | MPORT, NAY
I NDI CATE THAT THE GOODS WERE LOADED BY THE SHI PPER, AND, | F THAT STATE-
MENT |'S TRUE, THE | SSUER | S NOT LI ABLE FOR DAMAGES CAUSED BY THE | MPROP-
ER LOADI NG. HOWEVER, OM SSI ON OF SUCH WORDS DCES NOT | MPLY LI ABILITY FOR
DAVAGES CAUSED BY | MPROPER LOADI NG

(E) A SH PPER GUARANTEES TO AN | SSUER THE ACCURACY AT THE TIME OF
SH PMENT OF THE DESCRIPTION, MARKS, LABELS, NUMBER, KIND, QUANTITY,
CONDI TI ON, AND WEI GHT, AS FURNI SHED BY THE SH PPER, AND THE SHI PPER
SHALL | NDEMNIFY THE | SSUER AGAI NST DAMAGE CAUSED BY | NACCURACI ES I N
THOSE PARTI CULARS. THI'S RIGHT OF I NDEMNITY DCES NOT LIMT THE | SSUER S
RESPONSI Bl LI TY OR LI ABI LI TY UNDER THE CONTRACT OF CARRI AGE TO ANY PERSON
OTHER THAN THE SHI PPER.

SECTI ON 7--302. THROUGH BI LLS OF LADI NG AND SI M LAR DOCUMENTS OF TI TLE.

(A) THE | SSUER OF A THROUGH BI LL OF LADI NG OR OTHER DOCUMENT OF TI TLE
EMBODYI NG AN UNDERTAKI NG TO BE PERFORMED | N PART BY A PERSON ACTI NG AS
I TS AGENT OR BY A PERFORM NG CARRI ER, IS LI ABLE TO ANY PERSON ENTI TLED
TO RECOVER ON THE BILL OR OTHER DOCUMENT FOR ANY BREACH BY THE OTHER
PERSON OR THE PERFORM NG CARRIER OF | TS OBLI GATION UNDER THE BILL OR
OTHER DOCUMENT. HOWEVER, TO THE EXTENT THAT THE BILL OR OTHER DOCUMENT
COVERS AN UNDERTAKI NG TO BE PERFORMED OVERSEAS OR [N TERRI TORY NOT
CONTI GUOUS TO THE CONTI NENTAL UNI TED STATES OR AN UNDERTAKI NG | NCLUDI NG
MATTERS OTHER THAN TRANSPORTATION, THI S LIABILITY FOR BREACH BY THE
OTHER PERSON OR THE PERFORM NG CARRI ER MAY BE VARI ED BY AGREEMENT OF THE
PARTI ES.

(B) | F GOODS COVERED BY A THROUGH BILL OF LADI NG OR OTHER DOCUMENT OF
TI TLE EMBODYI NG AN UNDERTAKI NG TO BE PERFORVED I N PART BY A PERSON OTHER
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THAN THE | SSUER ARE RECEI VED BY THAT PERSON, THE PERSON | S SUBJECT, WTH
RESPECT TO I TS OMN PERFORMANCE VWHI LE THE GOODS ARE | N I TS POSSESSI ON, TO
THE OBLI GATI ON OF THE | SSUER. THE PERSON S OBLI GATION I S DI SCHARGED BY
DELI VERY OF THE GOODS TO ANOTHER PERSON PURSUANT TO THE BI LL OR OTHER
DOCUMENT AND DCES NOT | NCLUDE LI ABI LI TY FOR BREACH BY ANY OIHER PERSON
OR BY THE | SSUER.

(© THE I SSUER OF A THROUGH BI LL OF LADI NG OR OTHER DOCUMENT OF TI TLE
DESCRI BED | N SUBSECTI ON (A) IS ENTI TLED TO RECOVER FROM THE PERFORM NG
CARRI ER, OR OTIHER PERSON I N POSSESSI ON OF THE GOCDS WHEN THE BREACH OF
THE OBLI GATI ON UNDER THE BI LL OR OTHER DOCUMENT OCCURRED:

(1) THE AMOUNT I T MAY BE REQUI RED TO PAY TO ANY PERSON ENTITLED TO
RECOVER ON THE BILL OR OIHER DOCUMENT FOR THE BREACH, AS MAY BE
EVI DENCED BY ANY RECEI PT, JUDGMVENT, OR TRANSCRI PT OF JUDGVENT; AND

(2) THE AMOUNT OF ANY EXPENSE REASONABLY I NCURRED BY THE |SSUER |IN
DEFENDI NG ANY ACTI ON COVMMENCED BY ANY PERSON ENTI TLED TO RECOVER ON THE
Bl LL OR OTHER DOCUMENT FOR THE BREACH.

SECTI ON 7--303. Dl VERSI ON; RECONSI GNVENT; CHANGE OF | NSTRUCTI ONS.

(A) UNLESS THE BI LL OF LADI NG OTHERW SE PROVI DES, A CARRI ER MAY DELI V-
ER THE GOODS TO A PERSON COR DESTI NATI ON OTHER THAN THAT STATED IN THE
BI LL OR MAY OTHERW SE DI SPOSE OF THE GOODS, W THOUT LI ABILITY FOR M SDE-
LI VERY, ON | NSTRUCTI ONS FROM

(1) THE HOLDER OF A NEGOTI ABLE BI LL;

(2) THE CONSI GNOR ON A NONNEGOTI ABLE BI LL, EVEN | F THE CONSI GNEE HAS
G VEN CONTRARY | NSTRUCTI ONS;

(3) THE CONSI GNEE ON A NONNEGOTI ABLE BILL I N THE ABSENCE OF CONTRARY
I NSTRUCTI ONS FROM THE CONSI GNOR, | F THE GOODS HAVE ARRI VED AT THE BI LLED
DESTI NATION OR I F THE CONSI GNEE | S I N POSSESSI ON OF THE TANG BLE BI LL OR
N CONTROL OF THE ELECTRONI C BI LL; OR

(4) THE CONSIGNEE ON A NONNEGOTI ABLE BI LL, IF THE CONSI GNEE | S ENTI -
TLED AS AGAI NST THE CONSI GNOR TO DI SPOSE OF THE GOODS.

(B) UNLESS | NSTRUCTI ONS DESCRI BED | N SUBSECTI ON (A) ARE INCLUDED IN A
NEGOTI ABLE BI LL OF LADI NG A PERSON TO WHICH THE BILL |I'S DULY NEGOTI ATED
MAY HOLD THE BAI LEE ACCCORDI NG TO THE ORI G NAL TERMS.

SECTI ON 7--304. TANG BLE BI LLS OF LADI NG I N A SET.

(A) EXCEPT AS CUSTOVARY | N | NTERNATI ONAL TRANSPORTATI ON, A TANG BLE
BI LL OF LADI NG MAY NOT BE I SSUED IN A SET OF PARTS. THE | SSUER | S LI ABLE
FOR DAMAGES CAUSED BY VI OLATI ON OF TH S SUBSECTI ON.

(B) I'F A TANG BLE BILL OF LADING | S LAWFULLY | SSUED I N A SET OF PARTS,
EACH OF VWHI CH CONTAI NS AN | DENTI FI CATION CODE AND |S EXPRESSED TO BE
VALID ONLY |IF THE GOODS HAVE NOT BEEN DELI VERED AGAI NST ANY OTHER PART,
THE WHOLE OF THE PARTS CONSTI TUTES ONE BI LL.

(© IF A TANG BLE NEGOTI ABLE BILL OF LADING I S LAWULLY [ISSUED IN A
SET OF PARTS AND DI FFERENT PARTS ARE NEGOTI ATED TO DI FFERENT PERSONS,
THE TI TLE OF THE HOLDER TO WVHICH THE FIRST DUE NEGOTIATION |S MADE
PREVAILS AS TO BOIH THE DOCUMENT OF TI TLE AND THE GOODS EVEN | F ANY
LATER HOLDER MAY HAVE RECEI VED THE GOODS FROM THE CARRIER I N GOOD FAI TH
AND DI SCHARGED THE CARRI ER S OBLI GATI ON BY SURRENDERI NG | TS PART.

(D) A PERSON THAT NEGOTI ATES OR TRANSFERS A SI NGLE PART OF A TANG BLE
BILL OF LADING I SSUED IN A SET IS LI ABLE TO HOLDERS OF THAT PART AS |IF
I T WERE THE WHOLE SET.

(E) THE BAI LEE SHALL DELI VER I N ACCORDANCE W TH PART 4 OF THI S ARTI CLE
AGAI NST THE FIRST PRESENTED PART OF A TANG BLE BI LL OF LADI NG LAWFULLY
| SSUED I N A SET. DELIVERY IN TH S MANNER DI SCHARGES THE BAILEE' S OBLI -
GATI ON ON THE WHOLE BI LL.

SECTI ON 7--305. DESTI NATI ON BI LLS.
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(A) I NSTEAD OF I SSU NG A BILL OF LADI NG TO THE CONSI GNOR AT THE PLACE
OF SHI PMENT, A CARRI ER, AT THE REQUEST OF THE CONSI GNOR, MAY PROCURE THE
Bl LL TO BE | SSUED AT DESTI NATI ON OR AT ANY OTHER PLACE DES|I GNATED | N THE
REQUEST.

(B) UPON REQUEST OF ANY PERSON ENTITLED AS AGAINST A CARRI ER TO
CONTROL THE GOODS WHI LE | N TRANSI T AND ON SURRENDER OF POSSESSION  OR
CONTROL OF ANY OUTSTANDI NG BI LL OF LADI NG OR OTHER RECEI PT COVERI NG THE
GOODS, THE | SSUER, SUBJECT TO SECTION 7--105, MAY PROCURE A SUBSTI TUTE
BILL TO BE | SSUED AT ANY PLACE DESI GNATED | N THE REQUEST.

SECTI ON 7--306. ALTERED Bl LLS OF LADI NG

AN UNAUTHORI ZED ALTERATION OR FILLING IN OF A BLANK IN A BILL OF
LADI NG LEAVES THE BI LL ENFORCEABLE ACCORDI NG TO I TS ORI G NAL TENOR.

SECTI ON 7--307. LIEN OF CARRIER

(A) A CARRIER HAS A LIEN ON THE GOODS COVERED BY A BILL OF LADING OR
ON THE PROCEEDS THEREOF | N | TS POSSESSI ON FOR CHARGES AFTER THE DATE OF
THE CARRIER S RECEIPT OF THE GOODS FOR STORAGE OR TRANSPORTATI ON,
| NCLUDI NG DEMURRAGE AND TERM NAL CHARGES, AND FOR EXPENSES NECESSARY FOR
PRESERVATI ON OF THE GOODS | NCI DENT TO THEI R TRANSPORTATI ON OR REASONABLY
| NCURRED | N THEI R SALE PURSUANT TO LAW HOWEVER, AGAI NST A PURCHASER FOR
VALUE OF A NEGOTIABLE BILL OF LADING A CARRIER S LIEN IS LIM TED TO
CHARGES STATED IN THE BILL OR THE APPLI CABLE TARIFFS OR, |IF NO CHARGES
ARE STATED, A REASONABLE CHARGE.

(B) A LIEN FOR CHARGES AND EXPENSES UNDER SUBSECTI ON (A) ON GOODS THAT
THE CARRI ER WAS REQUI RED BY LAW TO RECEI VE FOR TRANSPORTATI ON | S EFFEC-
TI VE AGAI NST THE CONSI GNOR OR ANY PERSON ENTI TLED TO THE GOODS UNLESS
THE CARRIER HAD NOTI CE THAT THE CONSI GNOR LACKED AUTHORI TY TO SUBJECT
THE GOODS TO THOSE CHARGES AND EXPENSES. ANY OTHER LIEN UNDER
SUBSECTION (A) |S EFFECTI VE AGAI NST THE CONSI GNOR AND ANY PERSON THAT
PERM TTED THE BAI LOR TO HAVE CONTROL OR POSSESSI ON OF THE GOODS UNLESS
THE CARRI ER HAD NOTI CE THAT THE BAI LOR LACKED AUTHORI TY.

(C) A CARRIER LOSES I TS LI EN ON ANY GOODS THAT | T VOLUNTARI LY DELIVERS
OR UNJUSTI FI ABLY REFUSES TO DELI VER,

SECTI ON 7- - 308. ENFORCEMENT OF CARRIER S LIEN.

(A) A CARRIER'S LIEN ON GOODS MAY BE ENFORCED BY PUBLI C OR PRI VATE
SALE OF THE GOODS, | N BULK OR I N PACKAGES, AT ANY TIME OR PLACE AND ON
ANY TERMS THAT ARE COWERCI ALLY REASONABLE, AFTER NOTI FYI NG ALL PERSONS
KNOAN TO CLAI M AN | NTEREST | N THE GOODS. THE NOTI FI CATI ON MUST | NCLUDE A
STATEMENT OF THE AMOUNT DUE, THE NATURE OF THE PROPOSED SALE, AND THE
TIME AND PLACE OF ANY PUBLIC SALE. THE FACT THAT A BETTER PRI CE COULD
HAVE BEEN OBTAI NED BY A SALE AT A DI FFERENT TIME OR IN A METHOD DI FFER-
ENT FROM THAT SELECTED BY THE CARRI ER |'S NOT OF | TSELF SUFFI Cl ENT TO
ESTABLI SH THAT THE SALE WAS NOT MADE IN A COMMERCI ALLY REASONABLE
MANNER. THE CARRIER SELLS GOODS | N A COMVERCI ALLY REASONABLE MANNER | F
THE CARRI ER SELLS THE GOODS IN THE USUAL MANNER | N ANY RECOGNI ZED MARKET
THEREFOR, SELLS AT THE PRI CE CURRENT | N THAT MARKET AT THE TIME OF THE
SALE, OR OTHERWSE SELLS IN CONFORM TY W TH COMVERCI ALLY REASONABLE
PRACTI CES AMONG DEALERS | N THE TYPE OF GOODS SOLD. A SALE OF MORE GOODS
THAN APPARENTLY NECESSARY TO BE OFFERED TO ENSURE SATI SFACTI ON OF THE
OBL| GATI ON | S NOT COMVERCI ALLY REASONABLE, EXCEPT IN CASES COVERED BY
THE PRECEDI NG SENTENCE.

(B) BEFORE ANY SALE PURSUANT TO THI'S SECTI ON, ANY PERSON CLAI M NG A
RI GHT I N THE GOODS MAY PAY THE AMOUNT NECESSARY TO SATI SFY THE LI EN  AND
THE REASONABLE EXPENSES | NCURRED | N COVPLYI NG W TH THI' S SECTI ON. | N THAT
EVENT, THE GOODS MAY NOT BE SOLD BUT MUST BE RETAI NED BY THE CARRI ER,
SUBJECT TO THE TERMS OF THE BILL OF LADI NG AND THI S ARTI CLE.

(C) A CARRI ER MAY BUY AT ANY PUBLI C SALE PURSUANT TO THI S SECTI ON.
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(D) A PURCHASER I N GOCD FAI TH OF GOODS SCLD TO ENFORCE A CARRIER S
LIEN TAKES THE GOODS FREE OF ANY RI GHTS OF PERSONS AGAI NST WHI CH THE
LI EN WAS VALI D, DESPI TE THE CARRI ER S NONCOWPLI ANCE W TH THI S SECTI ON.

(E) A CARRIER MAY SATISFY ITS LIEN FROM THE PROCEEDS OF ANY SALE
PURSUANT TO THI S SECTI ON BUT SHALL HOLD THE BALANCE, |F ANY, FOR DELI V-
ERY ON DEMAND TO ANY PERSON TO WHI CH THE CARRI ER WOULD HAVE BEEN BOUND
TO DELI VER THE GOODS.

(F) THE RIGHTS PROVI DED BY THI' S SECTI ON ARE IN ADDITION TO ALL OTHER
Rl GHTS ALLONED BY LAW TO A CREDI TOR AGAI NST A DEBTOR

(G A CARRIER S LI EN MAY BE ENFORCED PURSUANT TO EI THER SUBSECTI ON (A)
OR THE PROCEDURE SET FORTH I N SECTION 7--210(B).

A CARRIER | S LI ABLE FOR DAVMAGES CAUSED BY FAI LURE TO COMPLY W TH
THE REQUI REMENTS FOR SALE UNDER THI' S SECTION AND, IN CASE OF WLLFUL
VI OLATION, |'S LI ABLE FOR CONVERSI ON.
SECTION 7--309. DUTY OF CARE; CONTRACTUAL LIMTATION OF CARRIER S
LI ABI LI TY.

(A) A CARRIER THAT I SSUES A BILL OF LADING WHETHER NEGOTI ABLE OR
NONNEGOTI ABLE, SHALL EXERCISE THE DEGREE OF CARE | N RELATION TO THE
GOCDS WH CH A REASONABLY CAREFUL PERSON WOULD EXERCISE UNDER SIM LAR
Cl RCUMSTANCES. THI'S SUBSECTI ON DOES NOT AFFECT ANY STATUTE, REGULATI ON,
OR RULE OF LAW THAT | MPOSES LI ABI LI TY UPON A COVMON CARRI ER FOR DAMAGES
NOT' CAUSED BY | TS NEGLI GENCE.

(B) DAMAGES MAY BE LIMTED BY A TERMIN THE BILL OF LADING OR IN A
TRANSPORTATI ON AGREEMENT THAT THE CARRIER S LI ABILITY MAY NOT EXCEED A
VALUE STATED IN THE BlILL OR TRANSPORTATI ON AGREEMENT | F THE CARRI ER S
RATES ARE DEPENDENT UPON VALUE AND THE CONSI GNOR | S AFFORDED AN OPPCRTU-
NI TY TO DECLARE A H GHER VALUE AND THE CONSIGNOR IS ADVISED OF THE
OPPORTUNI TY. HOWEVER, SUCH A LIM TATION IS NOT' EFFECTI VE W TH RESPECT TO
THE CARRIER S LI ABILITY FOR CONVERSION TO I TS OMWN USE.

(© REASONABLE PROVISIONS AS TO THE TIME AND MANNER OF PRESENTI NG
CLAI M5 AND COMVENCI NG ACTI ONS BASED ON THE SHI PMENT MAY BE | NCLUDED I N A
Bl LL OF LADI NG OR A TRANSPORTATI ON AGREEMENT.

PART 4
WAREHOUSE RECEI PTS AND BI LLS OF LADI NG GENERAL OBLI GATI ONS
SECTI ON 7--401. | RREGULARITIES I N | SSUE OF RECEI PT OR Bl LL OR CONDUCT OF
| SSUER.

THE OBLI GATI ONS | MPOSED BY THI S ARTI CLE ON AN | SSUER APPLY TO A DOCU-
MENT OF TITLE EVEN | F:

(1) THE DOCUMENT DCES NOT COWPLY W TH THE REQUI REMENTS OF THI S ARTI CLE
OR OF ANY OIHER STATUTE, RULE, OR REGULATI ON REGARDI NG | TS | SSUANCE,
FORM OR CONTENT;

(2) THE | SSUER VI OLATED LAWS REGULATI NG THE CONDUCT OF | TS BUSI NESS;

(3) THE GOODS COVERED BY THE DOCUMENT WERE OMNED BY THE BAILEE WHEN
THE DOCUMENT WAS | SSUED; OR

(4) THE PERSON | SSU NG THE DOCUMENT IS NOT A WAREHOUSE BUT THE DOCU-
MENT PURPORTS TO BE A WAREHOUSE RECEI PT.

SECTI ON 7--402. DUPLI CATE DOCUMENT OF TI TLE; OVERI SSUE.

A DUPLI CATE OR ANY OTHER DOCUMENT OF TI TLE PURPORTI NG TO COVER GOODS
ALREADY REPRESENTED BY AN OUTSTANDI NG DOCUMENT OF THE SAME | SSUER DCES
NOT CONFER ANY RI GHT I N THE GOODS, EXCEPT AS PROVIDED IN THE CASE OF
TANG BLE BILLS OF LADING IN A SET OF PARTS, OVERI SSUE OF DOCUMENTS FOR
FUNG BLE GOODS, SUBSTI TUTES FOR LOST, STOLEN, OR DESTROYED DOCUMENTS, OR
SUBSTI TUTE DOCUMENTS | SSUED PURSUANT TO SECTION 7--105. THE ISSUER IS
LI ABLE FOR DAMAGES CAUSED BY | TS OVERI SSUE OR FAI LURE TO | DENTI FY A
DUPLI CATE DOCUMENT BY A CONSPI CUCUS NOTATI ON.

SECTI ON 7--403. OBLI GATI ON OF BAI LEE TO DELI VER; EXCUSE.
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(A) A BAILEE SHALL DELIVER THE GOODS TO A PERSON ENTITLED UNDER A
DOCUMENT OF TITLE I F THE PERSON COVPLI ES W TH SUBSECTI ONS (B) AND (O,
UNLESS AND TO THE EXTENT THAT THE BAI LEE ESTABLI SHES ANY OF THE FOLLOW
I NG

(1) DELIVERY OF THE GOODS TO A PERSON WHOSE RECEI PT WAS RI GHTFUL AS
AGAI NST THE CLAI MANT;

(2) DAMAGE TO OR DELAY, LOSS, OR DESTRUCTION OF THE GOODS FOR WHI CH
THE BAILEE | S NOT LI ABLE;

(3) PREVI QUS SALE OR OTHER DI SPCSI TI ON OF THE GOODS | N LAWFUL ENFORCE-
MENT OF A LI EN OR ON A WAREHOUSE' S LAWFUL TERM NATI ON OF STORACE;

(4) THE EXERCI SE BY A SELLER OF I TS RI GHT TO STOP DELI VERY PURSUANT TO
SECTION 2--705 OR BY A LESSOR OF I'TS RIGHT TO STOP DELI VERY PURSUANT TO
SECTI ON 2- A- - 526;

(5) A DI VERSION, RECONSI GNMENT, OR OTHER DI SPGOSITION PURSUANT TO
SECTI ON 7--303;

(6) RELEASE, SATISFACTION, OR ANY OTHER PERSONAL DEFENSE AGAI NST THE
CLAI MANT; OR

(7) ANY OTHER LAWFUL EXCUSE.

(B) A PERSON CLAIM NG GOCDS COVERED BY A DOCUMENT OF TITLE SHALL
SATI SFY THE BAILEE' S LIEN I F THE BAI LEE SO REQUESTS OR | F THE BAILEE | S
PROHI Bl TED BY LAW FROM DELI VERI NG THE GOODS UNTI L THE CHARCGES ARE PAI D.

(© UNLESS A PERSON CLAIM NG THE GOODS |'S A PERSON AGAINST WHICH THE
DOCUMENT COF TI TLE DOES NOT CONFER A RI GHT UNDER SECTI ON 7--503(A):

(1) THE PERSON CLAI M NG UNDER A DOCUMENT SHALL SURRENDER POSSESSI ON OR
CONTROL OF ANY OUTSTANDI NG NEGOTI ABLE DOCUMENT COVERI NG THE GOODS FOR
CANCELLATI ON OR | NDI CATI ON OF PARTI AL DELI VERI ES; AND

(2) THE BAI LEE SHALL CANCEL THE DOCUMENT OR CONSPI CUOUSLY | NDI CATE I N
THE DOCUMENT THE PARTI AL DELI VERY OR THE BAI LEE IS LI ABLE TO ANY PERSON
TO WHI CH THE DOCUMENT | S DULY NEGOTI ATED.

SECTI ON 7--404. NO LI ABILITY FOR GOCD- FAI TH DELI VERY PURSUANT TO DOCU-
MENT OF TITLE.

A BAI LEE THAT I N GOOD FAI TH HAS RECEI VED GOODS AND DELI VERED OR OTHER-
W SE DI SPOSED OF THE GOODS ACCORDI NG TO THE TERMS OF A DOCUMENT OF TI TLE
OR PURSUANT TO THI'S ARTICLE | S NOT LI ABLE FOR THE GOODS EVEN | F:

(1) THE PERSON FROM WH CH THE BAI LEE RECEI VED THE GOODS DI D NOT HAVE
AUTHORI TY TO PROCURE THE DOCUMENT OR TO DI SPOSE OF THE GOODS; OR

(2) THE PERSON TO WHI CH THE BAI LEE DELI VERED THE GOODS DI D NOT HAVE
AUTHORI TY TO RECEI VE THE GOCDS.

PART 5
WAREHOUSE RECEI PTS AND BI LLS OF LADI NG NEGOTI ATI ON AND TRANSFER
SECTI ON 7--501. FORM OF NEGOTI ATI ON AND REQUI REMENTS OF DUE NEGOTI ATI ON.

(A) THE FOLLON NG RULES APPLY TO A NEGOTI ABLE TANG BLE DOCUMENT OF
TI TLE:

(1) I'F THE DOCUMENT'S ORIA@ NAL TERMS RUN TO THE ORDER OF A NAMED
PERSON, THE DOCUMENT | S NEGOTI ATED BY THE NAMED PERSON S | NDORSEMENT AND
DELI VERY. AFTER THE NAMED PERSON S | NDORSEMENT | N BLANK OR TO BEARER,
ANY PERSON MAY NEGOTI ATE THE DOCUMENT BY DELI VERY ALONE.

(2) I'F THE DOCUMENT'S ORI G NAL TERMS RUN TO BEARER, I T |S NEGOTI ATED
BY DELI VERY ALONE.

(3) IF THE DOCUMENT'S ORIG NAL TERMS RUN TO THE ORDER OF A NAMED
PERSON AND I T IS DELI VERED TO THE NAMED PERSON, THE EFFECT IS THE SAME
AS | F THE DOCUMENT HAD BEEN NEGOTI ATED.

(4) NEGOTI ATI ON OF THE DOCUMENT AFTER | T HAS BEEN | NDORSED TO A NAMED
PERSON REQUI RES | NDORSEMENT BY THE NAMED PERSON AND DELI VERY.

(5) A DOCUMENT |S DULY NEGOTIATED IF I T IS NEGOTIATED IN THE MANNER
STATED IN TH' S SUBSECTI ON TO A HOLDER THAT PURCHASES I T I N GOOD FAI TH,
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W THOUT NOTI CE OF ANY DEFENSE AGAI NST OR CLAIM TO I'T ON THE PART OF ANY
PERSON, AND FOR VALUE, UNLESS IT IS ESTABLI SHED THAT THE NEGOTI ATION I S
NOT I N THE REGULAR COURSE OF BUSI NESS OR FI NANCI NG OR | NVOLVES RECEI VI NG
THE DOCUMENT | N SETTLEMENT OR PAYMENT OF A MONETARY OBLI GATI ON.

(B) THE FOLLOW NG RULES APPLY TO A NEGOTI ABLE ELECTRONI C DOCUMENT OF
TI TLE:

(1) I'F THE DOCUMENT'S ORIA@ NAL TERMS RUN TO THE ORDER OF A NAMED
PERSON OR TO BEARER, THE DOCUMENT | S NEGOTI ATED BY DELI VERY OF THE DOCU-
MENT TO ANOTHER PERSON. | NDORSEMENT BY THE NAMED PERSON |'S NOT REQUI RED
TO NEGOTI ATE THE DOCUMENT.

(2) I'F THE DOCUMENT'S ORIA@ NAL TERMS RUN TO THE ORDER OF A NAMED
PERSON AND THE NAMED PERSON HAS CONTROL OF THE DOCUMENT, THE EFFECT I S
THE SAME AS | F THE DOCUMENT HAD BEEN NEGOTI ATED.

(3) A DOCUMENT |S DULY NEGOTIATED IF I T IS NEGOTI ATED IN THE MANNER
STATED IN TH' S SUBSECTI ON TO A HOLDER THAT PURCHASES I T I N GOOD FAI TH,
W THOUT NOTI CE OF ANY DEFENSE AGAI NST OR CLAIM TO I'T ON THE PART OF ANY
PERSON, AND FOR VALUE, UNLESS IT IS ESTABLI SHED THAT THE NEGOTI ATION I S
NOT I N THE REGULAR COURSE OF BUSI NESS OR FI NANCI NG OR | NVOLVES TAKI NG
DELI VERY OF THE DOCUMENT I N SETTLEMENT OR PAYMENT OF A MONETARY OBLI -
GATI ON.

(© | NDORSEMENT OF A NONNEGOTI ABLE DOCUMENT OF TI TLE NEI THER MAKES | T
NEGOTI ABLE NCR ADDS TO THE TRANSFEREE' S RI GHTS.

(D) THE NAM NG I N A NEGOTI ABLE BILL OF LADI NG OF A PERSON TO BE NOTI -
FIED OF THE ARRI VAL OF THE GOODS DCES NOT' LIM T THE NEGOTI ABI LI TY OF THE
Bl LL OR CONSTI TUTE NOTI CE TO A PURCHASER OF THE BI LL OF ANY | NTEREST OF
THAT PERSON I N THE GOODS.

SECTI ON 7--502. RI GHTS ACQUI RED BY DUE NEGOTI ATI ON.

(A) SUBJECT TO SECTIONS 7--205 AND 7--503, A HOLDER TO WHI CH A NEGOTI -
ABLE DOCUMENT OF Tl TLE HAS BEEN DULY NEGOTI ATED ACQUI RES THEREBY:

(1) TITLE TO THE DOCUMENT;

(2) TITLE TO THE GOODS;

(3) ALL RIGHTS ACCRU NG UNDER THE LAW OF AGENCY OR ESTOPPEL, | NCLUDI NG
RIGATS TO GOODS DELI VERED TO THE BAI LEE AFTER THE DOCUMENT WAS | SSUED,
AND

(4) THE DI RECT OBLI GATION OF THE | SSUER TO HOLD OR DELIVER THE GOODS
ACCORDI NG TO THE TERM5S OF THE DOCUMENT FREE OF ANY DEFENSE OR CLAI M BY
THE | SSUER EXCEPT THOSE ARI SI NG UNDER THE TERMS OF THE DOCUMENT OR UNDER
TH' S ARTICLE, BUT IN THE CASE OF A DELIVERY ORDER, THE BAILEE S OBLI-
GATION ACCRUES ONLY UPON THE BAI LEE' S ACCEPTANCE OF THE DELI VERY ORDER
AND THE OBLI GATI ON ACQUI RED BY THE HOLDER | S THAT THE |SSUER AND ANY
| NDORSER W LL PROCURE THE ACCEPTANCE OF THE BAI LEE.

(B) SUBJECT TO SECTION 7--503, TITLE AND RI GHTS ACQUI RED BY DUE NEGO
TI ATI ON ARE NOT' DEFEATED BY ANY STOPPAGE OF THE GOODS REPRESENTED BY THE
DOCUMENT OF TI TLE OR BY SURRENDER OF THE GOCDS BY THE BAI LEE AND ARE NOT
| MPAI RED EVEN | F:

(1) THE DUE NEGOTI ATI ON OR ANY PRICR DUE NEGOTI ATION CONSTI TUTED A
BREACH OF DUTY;

(2) ANY PERSON HAS BEEN DEPRI VED OF POSSESSI ON OF A NEGOTI ABLE TANG -
BLE DOCUMENT OR CONTROL OF A NEGOTI ABLE ELECTRONI C DOCUMENT BY M SREPRE-
SENTATI ON, FRAUD, ACCI DENT, M STAKE, DURESS, LGCSS, THEFT, OR CONVERSI ON;
OR

(3) A PREVIOQUS SALE OR OTHER TRANSFER OF THE GOODS OR DOCUMENT HAS
BEEN MADE TO A THI RD PERSON.

SECTI ON 7--503. DOCUMENT OF TI TLE TO GOODS DEFEATED | N CERTAI N CASES.
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(A) A DOCUMENT OF TITLE CONFERS NO RI GHT I N GOODS AGAI NST A PERSON
THAT BEFORE | SSUANCE OF THE DOCUMENT HAD A LEGAL | NTEREST OR A PERFECTED
SECURI TY | NTEREST I N THE GOODS AND THAT DI D NOT:

(1) DELIVER OR ENTRUST THE GOODS OR ANY DOCUMENT OF Tl TLE COVERI NG THE
GOCDS TO THE BAI LOR OR THE BAILOR' S NOM NEE W TH:

(A) ACTUAL OR APPARENT AUTHORI TY TO SHI P, STORE, OR SELL;

(B) POAER TO OBTAI N DELI VERY UNDER SECTI ON 7--403; OR

(O PONER  OF DI SPOSI TION  UNDER SECTION 2--403, 2-A--304(2),
2-A--305(2), 9--320, OR 9--321(C) OR OTHER STATUTE OR RULE OF LAW OR

(2) ACQUI ESCE I N THE PROCUREMENT BY THE BAILOR OR ITS NOM NEE OF ANY
DOCUMENT.

(B) TITLE TO GOODS BASED UPON AN UNACCEPTED DELI VERY ORDER |I'S SUBJECT
TO THE RI GHTS OF ANY PERSON TO WH CH A NEGOTI ABLE WAREHOUSE RECEI PT OR
BILL OF LADI NG COVERI NG THE GOODS HAS BEEN DULY NEGOTI ATED. THAT TI TLE
MAY BE DEFEATED UNDER SECTI ON 7--504 TO THE SAVE EXTENT AS THE RI GHTS OF
THE | SSUER OR A TRANSFEREE FROM THE | SSUER.

(© TITLE TO GOODS BASED UPON A BILL OF LADING ISSUED TO A FREIGAT
FORWARDER |S SUBJECT TO THE RI GHTS OF ANY PERSON TO WHI CH A BI LL | SSUED
BY THE FREI GHT FORWARDER | S DULY NEGOTI ATED. HOWEVER, DELIVERY BY THE
CARRIER I N ACCORDANCE W TH PART 4 OF THI S ARTI CLE PURSUANT TO I TS OMN
Bl LL OF LADI NG DI SCHARGES THE CARRI ER S OBLI GATI ON TO DELI VER
SECTI ON 7--504. RI GHTS ACQUI RED | N ABSENCE OF DUE NEGOTI ATI ON, EFFECT OF

Dl VERSI ON; STOPPAGE OF DELI VERY.

(A) A TRANSFEREE OF A DOCUMENT COF TI TLE, WHETHER NEGOTI ABLE OR NONNE-
GOTI ABLE, TO WH CH THE DOCUMENT HAS BEEN DELI VERED BUT NOT DULY NEGOTI -
ATED, ACQUI RES THE TI TLE AND RI GHTS THAT I TS TRANSFEROR HAD OR HAD ACTU
AL AUTHORI TY TO CONVEY.

(B) IN THE CASE OF A TRANSFER OF A NONNEGOTI ABLE DOCUMENT OF TI TLE,
UNTIL BUT NOTI' AFTER THE BAILEE RECEI VES NOTI CE OF THE TRANSFER, THE
RI GHTS OF THE TRANSFEREE NMAY BE DEFEATED:

(1) BY THOSE CREDI TORS OF THE TRANSFEROR WHI CH COULD TREAT THE TRANS-
FER AS VO D UNDER SECTI ON 2--402 OR 2- A--308;

(2) BY A BUYER FROM THE TRANSFERCR | N CRDI NARY COURSE OF BUSI NESS | F
THE BAI LEE HAS DELI VERED THE GOCDS TO THE BUYER OR RECEI VED NOTI FI CATI ON
OF THE BUYER S RI GHTS;

(3) BY A LESSEE FROM THE TRANSFEROR | N ORDI NARY COURSE OF BUSI NESS | F
THE BAILEE HAS DELI VERED THE GOCDS TO THE LESSEE OR RECEI VED NOTI FI CA-
TION OF THE LESSEE' S Rl GHTS; OR

(4) AS AGAINST THE BAI LEE, BY GOOD- FAI TH DEALI NGS OF THE BAILEE WTH
THE TRANSFEROR.

(© A DIVERSION OR OIHER CHANGE OF SHI PPI NG I NSTRUCTI ONS BY THE
CONSI GNOR | N A NONNEGOTI ABLE BI LL OF LADI NG WH CH CAUSES THE BAI LEE NOT
TO DELIVER THE GOODS TO THE CONSI GNEE DEFEATS THE CONSI GNEE' S TI TLE TO
THE GOODS | F THE GOODS HAVE BEEN DELI VERED TO A BUYER I N ORDI NARY COURSE
OF BUSI NESS OR A LESSEE I N ORDI NARY COURSE OF BUSINESS AND, [|N ANY
EVENT, DEFEATS THE CONSI GNEE' S Rl GHTS AGAI NST THE BAI LEE.

(D) DELIVERY OF THE GOODS PURSUANT TO A NONNEGOTI ABLE DOCUMENT OF
TI TLE MAY BE STOPPED BY A SELLER UNDER SECTI ON 2--705 OR A LESSOR UNDER
SECTION 2-A--526, SUBJECT TO THE REQUI REMENTS OF DUE NOTI FI CATI ON I N
THOSE SECTIONS. A BAILEE THAT HONORS THE SELLER' S OR  LESSOR S
INSTRUCTIONS IS ENTITLED TO BE |NDEMNIFIED BY THE SELLER OR LESSOR
AGAI NST ANY RESULTI NG LGSS OR EXPENSE.

SECTI ON 7--505. | NDORSER NOT GUARANTOR FOR OTHER PARTI ES.

THE | NDORSEMENT OF A TANG BLE DOCUMENT OF TITLE |SSUED BY A BAlLEE
DCES NOI' MAKE THE |NDORSER LIABLE FOR ANY DEFAULT BY THE BAI LEE OR
PREVI QUS | NDORSERS.



Co~NOoOUIT~hWNE

S. 7816 29

SECTI ON 7--506. DELI VERY W THOUT | NDORSEMENT: RI GHT TO COVPEL | NDORSE-
IVENT.

THE TRANSFEREE OF A NEGOTI ABLE TANG BLE DOCUMENT OF TITLE HAS A
SPECI FI CALLY ENFORCEABLE RI GHT TO HAVE | TS TRANSFEROR SUPPLY ANY NECES-
SARY | NDORSEMENT, BUT THE TRANSFER BECOVES A NEGOTI ATI ON ONLY AS OF THE
TI ME THE | NDORSEMENT | S SUPPLI ED.

SECTI ON 7--507. WARRANTI ES ON NEGOTI ATI ON OR DELI VERY OF DOCUMENT OF
TI TLE.

IF A PERSON NEGOTI ATES OR DELIVERS A DOCUVENT OF TI TLE FOR VALUE,
OTHERW SE THAN AS A MERE | NTERMVEDI ARY UNDER SECTION 7--508, UNLESS
OTHERW SE  AGREED,  THE TRANSFEROR, | N ADDI TI ON TO ANY WARRANTY MADE | N
SELLI NG OR LEASI NG THE GOODS, WARRANTS TO I TS | MMEDI ATE PURCHASER ONLY
THAT:

(1) THE DOCUMENT | S GENU NE;

(2) THE TRANSFEROR DOES NOT HAVE KNOALEDGE OF ANY FACT THAT WOULD
| MPAI R THE DOCUMENT' S VALI DI TY OR WORTH;, AND

(3) THE NEGOTI ATI ON OR DELIVERY IS RI GHTFUL AND FULLY EFFECTIVE W TH
RESPECT TO THE TI TLE TO THE DOCUMENT AND THE GOCDS | T REPRESENTS.

SECTI ON 7--508. WARRANTI ES OF COLLECTI NG BANK AS TO DOCUMENTS OF TI TLE.

A COLLECTING BANK OR OTHER | NTERMEDI ARY KNOMWN TO BE ENTRUSTED W TH
DOCUMENTS OF Tl TLE ON BEHALF OF ANOTHER OR W TH CCOLLECTI ON OF A DRAFT OR
OTHER CLAI M AGAI NST DELI VERY OF DOCUMENTS WARRANTS BY THE DELIVERY OF
THE DOCUMENTS ONLY |I'TS OAN GOCD FAI TH AND AUTHORI TY EVEN | F THE COLLECT-
ING BANK OR OTHER | NTERVEDI ARY HAS PURCHASED OR MADE ADVANCES AGAI NST
THE CLAI M OR DRAFT TO BE COLLECTED.

SECTI ON 7--509. ADEQUATE COWPLI ANCE W TH COMMERCI AL CONTRACT.

VWHETHER A DOCUMENT OF TI TLE IS ADEQUATE TO FULFI LL THE OBLI GATI ONS OF
A CONTRACT FOR SALE, A CONTRACT FOR LEASE, OR THE CONDI TI ONS OF A LETTER
OF CREDIT | S DETERM NED BY ARTICLE 2, 2-A, OR 5.

PART 6
WAREHOUSE RECEI PTS AND BI LLS OF LADI NG
M SCELLANEQUS PROVI SI ONS
SECTI ON 7--601. LOST, STCOLEN, OR DESTROYED DOCUMENTS OF TI TLE.

(A) |IF A DOCUMENT OF TITLE I'S LOST, STOLEN, OR DESTROYED, A COURT MNAY
ORDER DELI VERY OF THE GOODS OR | SSUANCE OF A SUBSTI TUTE DOCUMENT AND THE
BAI LEE MAY W THOUT LI ABILITY TO ANY PERSON COWLY WTH THE ORDER | F
THE DOCUMENT WAS NEGOTI ABLE, A COURT MAY NOT ORDER DELI VERY OF THE GOODS
OR |ISSUANCE OF A SUBSTI TUTE DOCUMENT W THOUT THE CLAI MANT' S POSTI NG
SECURI TY UNLESS I'T FINDS THAT ANY PERSON THAT MAY SUFFER LOSS AS A
RESULT OF NONSURRENDER OF POSSESSION OR CONTROL OF THE DOCUMENT I S
ADEQUATELY PROTECTED AGAI NST THE LCSS. |F THE DOCUMENT WAS NONNEGOTI -
ABLE, THE COURT MAY REQUI RE SECURI TY. THE COURT NMAY ALSO ORDER PAYMENT
OF THE BAI LEE' S REASONABLE COSTS AND ATTORNEY' S FEES | N ANY ACTI ON UNDER
TH' 'S SUBSECTI ON.

(B) A BAILEE THAT, W THOUT A COURT ORDER, DELIVERS GOODS TO A PERSON
CLAIM NG UNDER A M SSI NG NEGOTI ABLE DOCUMENT OF TITLE I'S LI ABLE TO ANY
PERSON | NJURED THEREBY. | F THE DELI VERY |'S NOT I N GOOD FAI TH, THE BAI LEE
IS LI ABLE FOR CONVERSI ON. DELI VERY IN GOOD FAITH IS NOTI' CONVERSION | F
THE CLAI MANT POSTS SECURI TY WTH THE BAI LEE | N AN AMOUNT AT LEAST DOUBLE
THE VALUE OF THE GOODS AT THE TI ME OF POSTI NG TO | NDEMNI FY ANY PERSON
I NJURED BY THE DELI VERY WHI CH FILES A NOTI CE OF CLAIM WTH N ONE YEAR
AFTER THE DELI VERY.

SECTI ON 7--602. JUDI Cl AL PROCESS AGAINST GOODS COVERED BY NEGOTI ABLE
DOCUMENT OF TI TLE.

UNLESS A DOCUMENT OF TI TLE WAS ORI G NALLY | SSUED UPON DELI VERY OF THE

GOCDS BY A PERSON THAT DI D NOT HAVE PONER TO DI SPOSE OF THEM A LI EN
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DOES NOT ATTACH BY VIRTUE OF ANY JUDICIAL PROCESS TO GOODS |IN THE
POSSESSION OF A BAILEE FOR WHI CH A NEGOTI ABLE DOCUMENT OF TITLE IS
OUTSTANDI NG UNLESS POSSESSION OR CONTROL OF THE DOCUMENT IS FIRST
SURRENDERED TO THE BAI LEE OR THE DOCUMENT' S NEGOTI ATION IS ENJO NED. THE
BAILEE MAY NOT BE COWPELLED TO DELI VER THE GOODS PURSUANT TO PROCESS
UNTI L POSSESSI ON OR CONTROL OF THE DOCUMENT |'S SURRENDERED TO THE BAI LEE
OR TO THE COURT. A PURCHASER OF THE DOCUMENT FOR VALUE W THOUT NOTI CE OF
THE PROCESS OR | NJUNCTI ON TAKES FREE OF THE LIEN | MPOSED BY JUDI Cl AL
PROCESS.

SECTI ON 7--603. CONFLI CTI NG CLAI MS; | NTERPLEADER

IF MORE THAN ONE PERSON CLAIMS TI TLE TO OR POSSESSI ON OF THE GOODS
THE BAI LEE | S EXCUSED FROM DELI VERY UNTIL THE BAILEE HAS A REASONABLE
TIME TO ASCERTAIN THE VALIDH TY OF THE ADVERSE CLAI M5 OR TO COMVENCE AN
ACTI ON FOR | NTERPLEADER. THE BAI LEE MAY ASSERT AN | NTERPLEADER ElI THER | N
DEFENDI NG AN ACTI ON FOR NONDELI VERY OF THE GOODS OR BY ORI G NAL ACTI ON.

S 24. Section 8--103 of the uniform comrercial code is anended by
addi ng two new subsections (g) and (h) to read as foll ows:

(G A DOCUMENT OF TITLE IS NOT A FINANCI AL ASSET UNLESS SECTI ON
8--102(A) (9)(I11) APPLIES.

(H) AN OBLI GATI ON, SHARE, PARTI Cl PATI ON, OR | NTEREST DOES NOT SATI SFY
SECTION 8--102(A)(13)(Il1) OR 8--102(A) (15)(1) MERELY BECAUSE THE | SSUER
OR A PERSON ACTI NG ON | TS BEHALF:

(1) MAINTAINS RECORDS OF THE OMNER THERECF FOR A PURPCSE OTHER THAN
REG STRATI ON OF TRANSFER, OR

(2) COULD, BUT DCES NOT, MAI NTAIN BOOKS FOR THE PURPOSE OF REQ STRA-
TI ON OF TRANSFER

S 25. Section 8--106 of the uniform comrercial code is anended by
addi ng two new subsections (h) and (i) to read as foll ows:

(H) UNDER SUBSECTION (C)(2) OR (D)(2), AUTHENTI CATI ON OF A RECORD DCES
NOT |IMPOSE UPON THE |SSUER OR SECURI TIES | NTERVEDI ARY ANY DUTY NOT
EXPRESSLY AGREED TO BY THE | SSUER OR SECURITIES | NTERMEDI ARY |IN THE
RECORD.

(1) A PURCHASER HAS " CONTROL" UNDER SUBSECTION (C)(2) OR (D)(2) EVEN
| F ANY DUTY OF THE | SSUER OR THE SECURI Tl ES | NTERVEDI ARY TO COVPLY W TH
| NSTRUCTI ONS OR ENTI TLEMENT ORDERS ORI G NATED BY THE PURCHASER IS
SUBJECT TO ANY CONDI TI ON OR CONDI TI ONS (OTHER THAN FURTHER CONSENT BY
THE REG STERED OMNER OR THE ENTI TLEMENT HOLDER) .

S 26. Section 9--102 of the uniform conmercial code, as added by chap-
ter 84 of the laws of 2001, is anmended to read as foll ows:

Section 9--102. Definitions And I ndex of Definitions.

(a) Article 9 definitions. In this article:

(1) "Accession" neans goods that are physically united with other
goods in such a manner that the identity of the origina
goods is not |ost.

(2) "Account", except as used in "account for", neans a right to
paynment of a nonetary obligation, whether or not earned by
performance, (i) for property that has been or is to be sold,
| eased, licensed, assigned, or otherwi se disposed of, (ii)
for services rendered or to be rendered, (iii) for a policy
of insurance issued or to be issued, (iv) for a secondary
obligation incurred or to be incurred, (v) for energy
provi ded or to be provided, (vi) for the use or hire of a
vessel under a charter or other contract, (vii) arising out
of the use of a credit or <charge card or information
contained on or for use with the card, or (viii) as w nnings
in alottery or other gane of chance operated or sponsored by
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(4)

(5)

(6)

(7)
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a state, governmental unit of a State, or person licensed or
authorized to operate the gane by a State or government al
unit of a State. The term includes health-care-insurance
recei vables. The term does not include (i) rights to paynent
evi denced by chattel paper or an instrunment, (ii) comercia
tort «clainms, (iii) deposit accounts, (iv) investnment proper-

ty, (v) letter-of-credit rights or letters of credit, or (vi)

rights to paynent for noney 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.

"Account debtor" nmeans a person obligated on an account,

chattel paper, or general intangible. The term does not

include persons obligated to pay a negotiable instrunent,
even if the instrunent constitutes part of chattel paper.

"Accounting", except as used in "accounting for", neans a

record:

(A) authenticated by a secured party;

(B) indicating the aggregate unpaid secured obligations as of
a date not nore than 35 days earlier or 35 days |ater
than the date of the record; and

(C identifying the conponents of the obligations in reason-
abl e detail.

“Agricultural lien" nmeans an interest[, other than a security

interest,] in farm products:

(A) which secures paynent or performance of an obligation
for:

(i) goods or services furnished in connection with a
debtor's farm ng operation; or

(ii) rent on real property leased by a debtor in

connection with its farm ng operation; and

(B) which is created by statute in favor of a person that:

(i) inthe ordinary course of its business furnished
goods or services to a debtor in connection with a
debtor's farm ng operation; or

(ii) leased real property to a debtor in connection wth

the debtor's farm ng operation; and

(C whose effectiveness does not depend on the person's
possessi on of the personal property.

"As-extracted collateral” neans:

(A) oil, gas, or other mnerals that are subject to a securi-
ty interest that:

(1) is created by a debtor having an interest in the
m neral s before extraction; and

(ii) attaches to the mnerals as extracted; or

(B) accounts arising out of the sale at the well head or m ne-
head of o0il, gas, or other mnerals in which the debtor
had an interest before extraction.

" Aut henti cate" nmeans:

(A to sign; or

(B) [to execute or otherw se adopt a synmbol, or encrypt or
simlarly process a record in whole or in part, wth the
present intent of the authenticating person to identify
the person and adopt or accept a record] W TH PRESENT
| NTENT TO ADOPT OR ACCEPT A RECORD, TO ATTACH TO OR
LOG CALLY ASSOCI ATE W TH THE RECORD AN ELECTRONI C SOUND
SYMBOL, OR PROCESS.
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(12)

(13)
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"Bank" neans an organi zation that is engaged in the business
of banki ng. The termincl udes savi ngs banks, savings and | oan
associ ations, credit unions, and trust conpani es.

"Cash proceeds" neans proceeds that are noney, checks, depos-

it accounts, or the like.

"Certificate of title" means a certificate of title with
respect to which a statute provides for the security inter-
est in question to be indicated on the certificate as a
condition or result of the security interest's obtaining
priority over the rights of a lien creditor with respect to
the collateral. SUCH TERM | NCLUDES ANOTHER RECORD NMNAI N-
TAINED AS AN ALTERNATIVE TO A CERTI FI CATE OF TI TLE BY THE
GOVERNVENTAL UNI T THAT | SSUES CERTI FI CATES OF TITLE IF A
STATUTE PERM TS THE SECURITY |NTEREST |N QUESTION TO BE
| NDI CATED ON THE RECORD AS A CONDITION OR RESULT OF THE
SECURI TY | NTEREST'S OBTAINING PRIORI TY OVER THE RI GHTS OF A
LI EN CREDI TOR W TH RESPECT TO THE COLLATERAL

"Chattel paper” neans a record or records that evidence both
a nonetary obligation and a security interest in specific
goods, a security interest in specific goods and software
used in the goods, a security interest in specific goods and
license of software used in the goods, a |lease of specific
goods, or a |lease of specific goods and |icense of software
used in the goods. In this paragraph, "nonetary obligation”
nmeans a nonetary obligation secured by the goods or owed
under a | ease of the goods and includes a nonetary obli-
gation wth respect to software used in the goods. The term
does not include (i) charters or other <contracts involving
the wuse or hire of a vessel or (ii) records that evidence a
right to paynment arising out of the wuse of a credit or
charge card or information contained on or for use with the
card. If a transaction is evidenced by records that include
an instrunment or series of instruments, the group of records
taken together constitutes chattel paper.

a) "Check" nmeans (i) a draft, other than a docunentary draft,
payabl e on demand and drawn on a bank or (ii) a cashier's
check or a teller's check. An instrunent may be a check
even though it is described on its face by another term
such as "noney order”. An instrunent that (i) neets all of
the requirenents stated in Article 3 of this chapter to be
a negotiable instrument other than stating that it is
payabl e to order or bearer and (ii) otherwi se qualifies as
a check is a negotiable instrument and a check.

"Col |l ateral ™ means the property subject to a security inter-
est or agricultural lien. The term i ncl udes:

(A) proceeds to which a security interest attaches;

(B) accounts, chattel paper, paynent intangibles, and prom s-

sory notes that have been sold; and

(C goods that are the subject of a consignment.

"Conmercial tort clain means a claimarising in tort with
respect to which:

(A) the claimant is an organi zation; or

(B) the claimant is an individual and the claim

(i) arose in the course of the claimant's business or
pr of essi on; and
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(ii) does not include danages arising out of persona
injury to or the death of an individual.

(14) "Commodity account” nmeans an account naintai ned by a commod-
ity intermediary in which a coommodity contract is carried
for a conmodity custoner

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

(A) traded on or subject to the rules of a board of trade
that has been designated as a contract market for such a
contract pursuant to federal commodities |aws; or

(B) traded on a foreign commodity board of trade, exchange,
or market, and is carried on the books of a comodity
internmediary for a commodity custoner

(16) "Commodity customer"™ nmeans a person for which a comodity
internmediary carries a comodity contract on its books.

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

(A) is registered as a futures conm ssion nerchant under
federal conmodities |aw, or

(B) in the ordinary course of its business provides cl earance
or settlenent services for a board of trade that has been
designated as a contract market pursuant to federa
commodi ties | aw.

(18) "Communi cat e" mneans:

(A) to send a witten or other tangible record;

(B) to transmt a record by any neans agreed upon by the
persons sending and receiving the record; or

(© in the case of transm ssion of a record to or by a filing
office, to transnmt a record by any neans prescribed by
filing-office rule.

(19) "Consignee" nmeans a nerchant to which goods are delivered in
a consi gnnent .

(20) "Consignnment"” neans a transaction, regardless of its form
in which a person delivers goods to a nerchant for the
pur pose of sal e and:

(A) the merchant:

(i) deals in goods of that kind under a nane other than
the nane of the person nmaking delivery;
(ii) is not an auctioneer; and
(ii1) is not generally known by its creditors to be
substantially engaged in selling the goods of
ot hers;

(B) with respect to each delivery, the aggregate val ue of the
goods is $1,000 or nore at the time of delivery;

(C the goods are not consumer goods imediately before
delivery; and

(D) the transaction does not create a security interest that
secures an obligation.

(21) "Consignor"™ neans a person that delivers goods to a
consi gnee in a consignnent.

(22) "Consuner debtor" means a debtor in a consuner transaction.
(23) "Consuner goods" neans goods that are used or bought for use
primarily for personal, famly, or househol d purposes.

(24) "Consuner-goods transaction" nmeans a consuner transaction in
whi ch:
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(A an i ndi vi dual i ncurs an obligation primarily for
personal, famly, or househol d purposes; and

(B) a security interest in consuner goods secures the obli-
gati on.

(25) "Consuner obligor" nmeans an obligor who is an individual and
who incurred the obligation as part of a transaction entered
into primarily for personal, fam |y, or househol d purposes.

(26) "Consuner transaction"” means a transaction in which (i) an
individual 1incurs an obligation primarily for personal,
famly, or household purposes, (ii) a security interest
secures the obligation, and (iii) the collateral is held or
acquired primarily for personal, famly, or househol d
pur poses. The term i ncl udes consuner-goods transacti ons.

(27) "Continuation statenent” nmeans an anendnent of a financing
statenment which:

(A) identifies, by its file nunber, the initial financing
statenment to which it relates; and

(B) indicates that it 1is a continuation statenent for, or
that it is filed to continue the effectiveness of, the
identified financing statenent.

(27-a) "Cooperative addendumt nmeans a record that satisfies
Section 9--502(e).

(27-b) "Cooperative interest” means an ownership interest in a
cooperative organi zation, which interest, when created, is
coupled wth possessory rights of a proprietary nature in
identified physical space belonging to the cooperative
organi zation. A subsequent term nation of the possessory
rights shall not cause an ownership interest to cease
bei ng a cooperative interest.

(27-c) "Cooperative organi zati on" means an organi zati on whi ch has
as its principal asset an interest in real property in
this state and in which organization all ownership inter-
ests are cooperative interests.

(27-d) "Cooperative organi zation security interest” means a secu-
rity interest which is in a cooperative interest, is in
favor of the cooperative organization, is created by the
cooperative record, and secures only obligations incident
to ownership of that cooperative interest.

(27-e) "Cooperative record* neans those records which, as a
whol e, evidence cooperative interests and define the nutu-
al rights and obligations of the owners of the cooperative
interests and the cooperative organization.

(27-f) "Cooperative wunit" means the physical space associ ated
with a cooperative interest.

(28) "Debtor" neans:

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

(B) a seller of accounts, chattel paper, paynent intangibles,
or promnmissory notes; or

(C a consignee.

(29) "Deposit account"™ neans a denmand, tinme, savings, passbook,
or simlar account maintained with a bank. The term does not
i nclude investnent property or accounts evidenced by an
i nstrument .
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“"Docunent” neans a docunment of title or a receipt of the
type described in Section 7--201[(2)] (B)

"El ectronic chattel paper” means chattel paper evidenced by
a record or records consisting of information stored in an
el ectroni ¢ nedi um

"Encunbrance” rmeans a right, other than an ownership inter-
est, in real property. The termincludes nortgages and ot her
liens on real property.

"Equi prent " neans goods ot her than inventory, farm products,
or consuner goods.

"Farm products" neans goods, other than standing tinber,
with respect to which the debtor is engaged in a farm ng
operation and which are:

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

(i) crops produced on trees, vines, and bushes; and
(ii) aquatic goods produced in aquacul tural operations;

(B) livestock, born or wunborn, including aquatic goods

produced in aquacul tural operations;

(C supplies used or produced in a farm ng operation; or
(D) products of <crops or livestock in their unmanufactured

st at es.
"“Farm ng operation"” neans raising, cultivating, propagating,
fattening, grazing, or any other farmng, |livestock, or

aquacul tural operation.

"File nunber” neans the nunber assigned to an initia
fi nanci ng statenent pursuant to Section 9--519(a).

"Filing office" neans an office designated in Section 9--501
as the place to file a financing statenent.

"Filing-office rule" neans a rule adopted pursuant to
Section 9--526.

"Financing statenment"” neans a record or records conposed of
an initial financing statement and any filed record relating
to the initial financing statenent.

"Fixture filing" means the filing of a financing statenent
covering goods that are or are to becone fixtures and sati s-
fying Section 9--502(a) and (b). The termincludes the
filing of a financing statenment covering goods of a trans-
mtting utility which are or are to becone fixtures.

"Fi xtures" neans goods that have becone so related to
particular real property that an interest in them arises
under real property |aw.

"General intangible" nmeans any personal property, including
things in action, other than accounts, chattel paper,
commercial tort clainms, deposit accounts, docunents, goods,
i nstrunments, investment property, letter-of-credit rights,
letters of «credit, noney, and oil, gas, or other mnerals
before extraction. The term i ncl udes paynent intangibles and
sof t war e.

"Good faith" means honesty in fact and the observance of
reasonabl e commerci al standards of fair dealing.

"Goods" neans all things that are novabl e when a security
interest attaches. The term includes (i) fixtures, (i)
standing tinber that is to be cut and renoved under a
conveyance or contract for sale, (iii) the unborn young of
animals, (iv) crops grown, growing, or to be grown, even if
the crops are produced on trees, vines, or bushes, and (v)
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manuf actured hones. The term also includes a conputer
program enbedded in goods and any supporting informtion
provided in connection wth a transaction relating to the
program if (i) the programis associated with the goods in
such a manner that it customarily is considered part of the
goods, or (ii) by becom ng the owner of the goods, a person
acquires a right to use the programin connection wth the
goods. The term does not include a computer program enbedded
in goods that consists solely of the mediumin which the
program is enbedded. The term also does not i ncl ude
accounts, chattel paper, comercial tort clains, deposit
accounts, docunents, general i nt angi bl es, i nstruments,
i nvestnment property, letter-of-credit rights, letters of
credit, noney, or oil, gas, or other mnerals before
extracti on.

"Governnental unit" nmeans a subdivi sion, agency, departnent,
county, parish, nunicipality, or other unit of the govern-
ment of the United States, a state, or a foreign country.
The term includes an organi zation having a separate corpo-
rate existence if the organization is eligible to i ssue debt
on which interest is exenpt frominconme taxation under the
| aws of the United States.

"Heal t h-care-insurance receivable"” neans an interest in or
clai munder a policy of insurance which is a right to
paynment of a nonetary obligation for health-care goods or
services provided OR TO BE PROVI DED

“Instrunent” means a negotiable instrunent or any other
witing that evidences a right to the paynent of a nonetary
obligation, is not itself a security agreenent or |ease, and
is of a type that in ordinary course of business is trans-
ferred by delivery with any necessary i ndorsenment or assign-
ment. The term does not include (i) investnment property,
(ii) letters of credit, or (iii) witings that evidence a
right to paynent arising out of the use of a credit or
charge card or information contained on or for use with the
card.

"I nventory" neans goods, other than farm products, which:

(A) are |leased by a person as |essor;
(B) are held by a person for sale or | ease or to be furnished

under a contract of service;

(C are furnished by a person under a contract of service; or
(D) consist of raw materials, work in process, or materials

used or consuned in a business.
"I nvest nent property" nmeans a security, whether certificated
or uncertificated, security entitlenment, securities account,
commodity contract, or conmodity account.
"Jurisdiction of organization", with respect to a registered
organi zati on, neans the jurisdiction under whose |aw the
organi zation is FORVED OR organi zed.
"Letter-of-credit right" means a right to paynment or
performance under a letter of credit, whether or not the
beneficiary has denanded or is at the tine entitled to
demand paynent or performance. The term does not include the
right of a beneficiary to demand paynent or perfornance
under a letter of credit.
“Lien creditor" neans:
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(A) a creditor that has acquired a lien on the property

i nvol ved by attachnent, levy, or the Ilike;

(B) an assignee for benefit of creditors fromthe tine of

assi gnment ;

(C a trustee in bankruptcy fromthe date of the filing of

the petition; or

(D) a receiver in equity fromthe tinme of appointnent.

“Manuf actured home" neans a structure, transportable in one
or nore sections, which, in the traveling node, is eight
body feet or nore in wdth or 40 body feet or nore in

| ength, or, when erected on site, is 320 or nore square
feet, and which is built on a permanent chassis and desi gned
to be used as a dwelling with or without a pernmanent founda-
tion when connected to the required utilities, and includes
the plunbing, heating, air-conditioning, and electrica
systens contained therein. The termincludes any structure
that nmeets all of the requirenments of this paragraph except
the size requirenments and with respect to which the nmanufac-
turer voluntarily files a certification required by the
United States Secretary of Housing and Urban Devel opnent and
conplies with the standards established under Title 42 of
the United States Code.

" Manuf act ur ed- hone transacti on" neans a secured transacti on:

(A) that creates a purchase-nobney security interest in a

manuf act ured hone, ot her than a manuf actured hone held as
i nventory; or

(B) in which a manufactured home, other than a manufactured

hone held as inventory, is the primary collateral.
"Mortgage" neans a consensual interest in real property,
i ncludi ng fixtures, which secures paynment or perfornmance of
an obligation.
“"New debtor"” means a person that becones bound as debtor
under Section 9--203(d) by a security agreenent previously
entered into by another person.
“"New val ue" neans (i) noney, (ii) noney's worth in property,
services, or new credit, or (iii) release by a transferee of
an interest in property previously transferred to the trans-
feree. The termdoes not include an obligation substituted
for another obligation.
“Noncash proceeds" neans proceeds other than cash proceeds.
"Obligor" neans a person that, with respect to an obligation
secured by a security interest in or an agricultural lien on
the collateral, (i) owes paynent or other performance of the
obligation, (ii) has provided property other than the coll a-
teral to secure paynent or other perfornmance of the obli-
gation, or (iii) is otherw se accountable in whole or in
part for payment or other performance of the obligation. The
term does not include issuers or nom nated persons under a
letter of credit.
"Original debtor", except as wused in Section 9--310(c),
neans a person that, as debtor, entered into a security
agreenent to which a new debtor has beconme bound under
Section 9--203(d).
"Payment intangi ble" neans a general intangible under which
the account debtor's principal obligation is a nonetary
obl i gation
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"Person related to", with respect to an individual, neans:

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

t he i ndi vi dual ;

(C© an ancestor or lineal descendant of the individual or the

i ndi vi dual ' s spouse; or

(D) any other relative, by blood or marriage, of the individ-

ual or the individual's spouse who shares the sane hone
with the individual.
"Person related to", with respect to an organi zati on, neans:

(A) a person directly or indirectly controlling, controlled

by, or under common control with the organi zation;

(B) an officer or director of, or a person performng simlar

functions with respect to, the organization;

(C an officer or director of, or a person performng simlar

functions with respect to, a person described in subpara-
graph (A);

(D) the spouse of an individual described in subparagraph

(A, (B), or (O; or

(E) an individual who is related by blood or marriage to an

i ndi vi dual described in subparagraph (A, (B, (O, or

(D) and shares the same honme with the individual.
"Proceeds", except as used in Section 9--609(b), neans the
foll owi ng property:

(A) Whatever is acquired wupon the sale, lease, |icense,

exchange, or other disposition of collateral;

(B) whatever is collected on, or distributed on account of,

coll ateral ;

(C rights arising out of collateral;
(D) to the extent of the value of collateral, clains arising

out of the |loss, nonconformity, or interference with the
use of, defects or infringenent of rights in, or danage
to, the collateral; or

(E) to the extent of the value of collateral and to the

extent payable to the debtor or the secured party, insur-
ance payabl e by reason of the loss or nonconformty of,
defects or infringenent of rights in, or damage to, the
col lateral.
“"Prom ssory note" neans an instrument that evidences a prom
ise to pay a nonetary obligation, does not evidence an order
to pay, and does not contain an acknow edgnent by a bank
that the bank has received for deposit a sum of noney or
funds.
"Proposal " nmeans a record authenticated by a secured party
whi ch includes the terns on which the secured party is wll-
ing to accept collateral in full or partial satisfaction of
the obligation it secures pursuant to Sections 9--620,
9--621, and 9--622.

(66-a) "Prove" with respect to a fact neans to neet the burden of

(67)

establishing the fact (Section 1-201(8)).
“Public-finance transaction” means a secured transaction in
connection with which:

(A) debt securities are issued,
(B) all or a portion of the securities issued have an initia

stated maturity of at |east 20 years; and
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(C the debtor, obligor, secured party, account debtor or
ot her person obligated on collateral, assignor or assig-
nee of a secured obligation, or assignor or assignee of a
security interest is a state or a governnmental unit of a
state.

(68) "PUBLIC ORGANI C RECORD' MEANS A RECORD THAT IS AVAI LABLE TO
THE PUBLI C FOR | NSPECTI ON AND | S:

(A) A RECORD CONSI STING OF THE RECORD | NI TIALLY FI LED WTH OR
| SSUED BY A STATE OR THE UNI TED STATES TO FORM OR ORGAN-
| ZE AN ORGAN ZATI ON AND ANY RECORD FI LED W TH OR | SSUED
BY THE STATE OR THE UNITED STATES WH CH AMENDS OR
RESTATES THE | NI TI AL RECORD

(B) AN ORGANI C RECORD OF A BUSI NESS TRUST CONSI STI NG OF THE
RECORD | NI TI ALLY FI LED WTH A STATE AND ANY RECORD FI LED
WTH THE STATE WH CH AMENDS OR RESTATES THE | NI TI AL
RECORD, |F A STATUTE OF THE STATE GOVERNI NG BUSI NESS
TRUSTS REQUI RES THAT THE RECORD BE FI LED W TH THE STATE
OR

(©) A RECORD CONSI STI NG OF LEG SLATI ON ENACTED BY THE LEGQ S-
LATURE OF A STATE OR THE CONGRESS OF THE UNI TED STATES
VH CH FORMS OR ORGANI ZES AN ORGANI ZATI ON, ANY RECORD
AMENDI NG THE LEQ SLATION, AND ANY RECORD FI LED WTH OR
| SSUED BY THE STATE OR THE UNI TED STATES WHI CH AMENDS OR
RESTATES THE NAME OF THE ORGANI ZATI ON.

(69) "Pursuant to conmtnent”, with respect to an advance made or
ot her value given by a secured party, means pursuant to the
secured party's obligation, whether or not a subsequent
event of default or other event not within the secured
party's control has relieved or my relieve the secured

party fromits obligation
[(69)] (70) "Record", except as wused in "for record", "of
record”, "record or legal title", and "record owner", neans

information that is inscribed on a tangible nedium or which
is stored in an electronic or other mediumand is retrieva-
ble in perceivable form
[(70)] (71) "Regi stered organization"” means an organization
FORMED OR organi zed solely under the law of a single state
or the United States [and as to which the state or the
United States nust maintain a public record showing the
organi zation to have been organized] BY THE FILING OF A
PUBLI C ORGANI C RECORD W TH, THE | SSUANCE OF A PUBLI C ORGANI C
RECORD BY, OR THE ENACTMENT OF LEG SLATION BY THE STATE OR
THE UNI TED STATES. THE TERM I NCLUDES A BUSI NESS TRUST THAT
| S FORVED OR ORGANI ZED UNDER THE LAW OF A SINGLE STATE IF A
STATUTE OF THE STATE GOVERNI NG BUSI NESS TRUSTS REQUI RES THAT
THE BUSI NESS TRUST' S ORGANI C RECORD BE FI LED W TH THE STATE
[(712)] (72) "Secondary obligor" nmneans an obligor to the extent
t hat :
(A) the obligor's obligation is secondary; or
(B) the obligor has a right of recourse with respect to an
obligation secured by collateral against the debtor,
anot her obligor, or property of either.
[(72)] (73) "Secured party" neans:
(A) a person in whose favor a security interest is created or
provi ded for under a security agreenent, whether or not
any obligation to be secured is outstanding;
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(B) a person that holds an agricultural lien;

(C a consignor;

(D) a person to which accounts, chattel paper, paynent intan-
gi bl es, or pronissory notes have been sol d;

(E) a trustee, indenture trustee, agent, collateral agent, or
other representative in whose favor a security interest
or agricultural lien is created or provided for; or

(F) a person that holds a security interest arising under
Section 2--401, 2--505, 2--711(3), 2-A-508(5), 4--210, or
5--118.

[(73)] (74) "Security agreenment” means an agreenent that creates
or provides for a security interest. A cooperative record
that provides that the owner of a cooperative interest has
an obligation to pay anmobunts to the cooperative organization
incident to ownership of that cooperative interest and which
states that the cooperative organization has a direct renedy
agai nst that cooperative interest if such anmounts are not
paid is a security agreenment creating a cooperative organ-
I zation security interest.

[(74)] (75) "Send", in connection with a record or notification,
nmeans:
(A) to deposit in the mail, deliver for transm ssion, or

transmt by any other usual neans of conmunication, wth
postage or cost of transm ssion provided for, addressed
to any address reasonabl e under the circunstances; or

(B) to cause the record or notification to be received within
the tine that it would have been received if properly
sent under subparagraph (A).

[(75)] (76) "Software" neans a conputer program and any support-
ing information provided in connection wth a transaction
relating to the program The term does not include a conput-
er programthat is included in the definition of goods.

[(76)] (77) *"State" neans a state of the United States, the
District of Colunbia, Puerto Rico, the United States Virgin
Islands, or any territory or insular possession subject to
the jurisdiction of the United States.

[(77)] (78) "Supporting obligation" means a letter-of-credit
right or secondary obligation that supports the paynent or
performance of an account, chattel paper, a docunent, a
general intangible, an instrunent, or investnment property.

[(78)] (79) "Tangi bl e chattel paper” means chattel paper
evi denced by a record or records consisting of information
that is inscribed on a tangi ble nedi um

[(79)] (80) ™"Termination statement” mneans an anendnent of a
fi nanci ng statenent which:

(A) identifies, by its file nunber, the initial financing
statenment to which it relates; and

(B) indicates either that it is a term nation statenment or
that the identified financing statenent is no |onger
ef fective.

[(80)] (81) ™"Transmitting wutility" nmeans a person primarily
engaged in the business of:

(A) operating a railroad, subway, street railway, or trolley
bus;

(B) transmitting comunications electrically, electronagneti -
cally, or by light;
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(O transmitting goods by pipeline or sewer; or
(D) transmitting or producing and transmtting electricity,
steam gas, or water.
(b) Definitions in other articles. The following definitions in other
articles apply to this article:

" Appl i cant” Section 5--102.
"Beneficiary" Section 5--102.
" Br oker" Section 8--102.
"Certificated security"” Section 8--102.
"Cl earing corporation” Section 8--102.
"Contract for sale" Section 2--106.
"CONTROL" (W TH RESPECT TO A DOCUMENT SECTION 7--106.
OF TI TLE)

" Cust omrer " Section 4--104.
"Entitlenment hol der” Section 8--102.
"Fi nanci al asset" Section 8--102.
"Hol der in due course” Section 3--302.
"Issuer"” (with respect to a letter of

credit or letter-of-credit right) Section 5--102.
"Issuer"” (with respect to a security) Section 8--201
"1 SSUER" (W TH RESPECT TO DOCUMENT OF TI TLE) SECTION 7--102.
"Lease" Section 2-A-103.
"Lease agreenent” Section 2-A-103.
"Lease contract” Section 2-A-103.
"Leasehold interest” Section 2-A-103.
"Lessee" Section 2-A-103.
"Lessee in ordinary course of business" Section 2-A-103.
"Lessor" Section 2-A-103.
"Lessor's residual interest” Section 2-A-103.
"Letter of credit” Section 5--102.
" Mer chant " Section 2--104.
"Negotiabl e instrunent” Section 3--104.
“Noni nat ed person” Section 5--102.
" Not e" Section 3--104.
"Proceeds of a letter of credit” Section 5--114.
" PROVE" SECTION 4- A- 105
" Sal e" Section 2--106.
"Securities account” Section 8--501.
"Securities intermediary"” Section 8--102.
"Security" Section 8--102.
"Security certificate" Section 8--102.
"Security entitlenment” Section 8--102.
"Uncertificated security"” Section 8--102.

(c) Article 1 definitions and principles. Article 1 contains genera
definitions and principles of construction and interpretation applicable
t hroughout this article.

S 27. Section 9--104 of the uniform conmercial code, as added by chap-
ter 84 of the laws of 2001, is anmended to read as foll ows:

Section 9--104. Control of Deposit Account.

(a) Requirenents for control. A secured party has control of a deposit
account if:

(1) the secured party is the bank with which the deposit account
i S mai nt ai ned;

(2) the debtor, secured party, and bank have agreed in an authen-
ticated record that the bank will conply with instructions
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originated by the secured party directing disposition of the
funds in the deposit account w thout further consent by the
debtor; [or]

(3) the secured party becones the bank's custoner with respect to
t he deposit account;

(4) THE NAME ON THE DEPCSI T ACCOUNT | S THE NAME OF THE SECURED
PARTY OR | NDI CATES THAT THE SECURED PARTY HAS A SECURITY
| NTEREST | N THE DEPOSI T ACCOUNT; OR

(5) ANOTHER PERSON HAS CONTROL OF THE DEPGSI T ACCOUNT ON BEHALF
OF THE SECURED PARTY OR, HAVI NG PREVI OQUSLY ACQUI RED CONTROL
O THE DEPCSI T ACCOUNT, ACKNOALEDGES THAT I T HAS CONTROL ON
BEHALF OF THE SECURED PARTY.

(b) Debtor's right to direct disposition. A secured party that has
satisfied subsection (a) has control, even if the debtor retains the
right to direct the disposition of funds fromthe deposit account.

(© NO I MPLI ED DUTI ES OF BANK. THE AUTHENTI CATION OF A RECORD BY THE
BANK UNDER SUBSECTI ON (A) (2) DOES NOT | MPOSE UPON THE BANK ANY DUTY NOT
EXPRESSLY AGREED TO BY THE BANK IN THE RECORD. THE NAM NG OF THE DEPCSI T
ACCOUNT I N THE NAME OF THE SECURED PARTY OR W TH AN | NDI CATI ON THAT THE
SECURED PARTY HAS A SECURITY |INTEREST |IN THE DEPCSI T ACCOUNT UNDER
SUBSECTI ON (A) (4) DOES NOT | MPOSE UPON THE BANK ANY DUTY NOT EXPRESSLY
AGREED TO BY THE BANK

(D) CONDITIONS NOT RELEVANT. A SECURED PARTY HAS CONTROL UNDER
SUBSECTION (A)(2) EVEN IF ANY DUTY O THE BANK TO COWLY WTH
| NSTRUCTI ONS ORI G NATED BY THE SECURED PARTY DI RECTI NG DI SPCSI TI ON OF
THE FUNDS | N THE DEPOSI T ACCOUNT |'S SUBJECT TO ANY CONDI TION OR CONDI -
TIONS (OTHER THAN FURTHER CONSENT BY THE DEBTOR)

(E) NO INFERENCES. THE PROCEDURES AND REQUI REMENTS OF SUBSECTI ON
(A) (4) AVAI LABLE TO OBTAI N CONTROL SHALL NOT BE USED | N | NTERPRETI NG THE
SUFFI Cl ENCY OF A SECURED PARTY'S COWLIANCE WTH THE PROCEDURES AND
REQUI REMENTS OF SUBSECTION (A) (1), (A (2) OR (A)(3) TO OBTAI N CONTROL.
THE PROVI SI ONS OF SUBSECTI ON (A) (4) SHALL CREATE NO | NFERENCE REGARDI NG
THE REQUI REMENTS FOR COWLIANCE WTH SUBSECTION (A (1), (A(2) OR
(A)(3).

S 28. Subparagraph (D) of paragraph 3 of subsection (b) of section
9--203 of the wuniform comercial code, as added by chapter 84 of the
| aws of 2001, is anended to read as foll ows:

(D) the collateral is deposit accounts, electronic chattel
paper, investnent property, [or] letter-of-credit rights,
OR ELECTRONIC DOCUMENTS, and the secured party has
control under Section 7--106, 9--104, 9--105, 9--106, or
9--107 pursuant to the debtor's security agreenent.

S 29. Subsection (c) of section 9--207 of the uniform conmercial code,
as added by chapter 84 of the laws of 2001, is anmended to read as
fol | ows:

(c) Duties and rights when secured party in possession or control.
Except as otherw se provided in subsection (d), a secured party having
possession of collateral or control of collateral under Section 7--106,
9--104, 9--105, 9--106, or 9--107:

(1) may hold as additional security any proceeds, except noney or
funds, received fromthe collateral;

(2) shall apply noney or funds received fromthe collateral to
reduce the secured obligation, unless remtted to the debtor;
and

(3) may create a security interest in the collateral.
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S 30. Paragraphs 4 and 5 of subsection (b) of section 9--208 of the
uni form comerci al code, as added by chapter 84 of the |aws of 2001, are
anended and a new paragraph 6 is added to read as foll ows:

(4) a secured party having control of investnent property under
Section 8--106(d)(2) or 9--106(b) shall send to the securi-
ties internediary or conmodity internediary with which the
security entitlenment or compbdity contract is nmintained an
authenticated record that releases the securities interne-
diary or coomodity intermediary fromany further obligation
to conply with entitlenent orders or directions originated by
the secured party; [and]

(5) a secured party having control of a letter-of-credit right
under Section 9--107 shall send to each person having an
unfulfilled obligation to pay or deliver proceeds of the
letter-of-credit to the secured party an aut henti cat ed
release from any further obligation to pay or deliver
proceeds of the letter-of-credit to the secured party; AND

(6) A SECURED PARTY HAVING CONTROL OF AN ELECTRONIC DOCUMENT
SHALL:

(A) G VE CONTROL OF THE ELECTRONI C DOCUMENT TO THE DEBTOR OR
| TS DESI GNATED CUSTODI AN,

(B) I'F THE DEBTOR DESI GNATES A CUSTODI AN THAT IS THE DESIG
NATED CUSTODI AN W TH WHI CH THE AUTHORI TATI VE COPY OF THE
ELECTRONI C DOCUMENT |'S MAI NTAI NED FOR THE SECURED PARTY,
COVWUNI CATE TO THE CUSTODI AN AN AUTHENTI CATED RECORD
RELEASI NG THE DESI GNATED CUSTODI AN FROM ANY FURTHER OBLI -
GATION TO COWPLY W TH |INSTRUCTIONS ORI G NATED BY THE
SECURED PARTY AND |INSTRUCTING THE CUSTODI AN TO COWPLY
W TH | NSTRUCTI ONS ORI G NATED BY THE DEBTOR; AND

(©) TAKE APPROPRI ATE ACTION TO ENABLE THE DEBTOR OR ITS
DESI GNATED CUSTODI AN TO MAKE COPIES OF OR REVI SIONS TO
THE AUTHORI TATI VE COPY VWHI CH ADD OR CHANGE AN | DENTI FI ED
ASS| GNEE OF THE AUTHORI TATI VE COPY W THOUT THE CONSENT OF
THE SECURED PARTY.

S 31. Subsection (c) of section 9--301 of of the uniformcomercia
code, as added by chapter 84 of the |aws of 2001, is anended to read as
fol | ows:

(c) Except as otherw se provided in [paragraph] SUBSECTION (d), while
TANG BLE negoti abl e docunents, goods, instruments, nobney, or tangible
chattel paper is located in a jurisdiction, the local law of that juris-
di cti on governs:

(1) perfection of a security interest in the goods by filing a
fixture filing;

(2) perfection of a security interest in tinber to be cut; and

(3) the effect of perfection or nonperfection and the priority of
a nonpossessory security interest in the collateral.

S 32. Paragraph 1 of subsection (b) of Section 9--304 of the uniform
commercial code, as added by chapter 84 of the |laws of 2001, is amended
to read as foll ows:

(1) If an agreenment between the bank and [the debtor] I TS CUSTOM
ER governing the deposit account expressly provides that a
particul ar jurisdiction is the bank's jurisdiction for
pur poses of this part, this article, or this chapter, that
jurisdiction is the bank's jurisdiction.
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S 33. Paragraph 2 of subsection (f) of section 9--307 of the uniform
commerci al code, as added by chapter 84 of the |aws of 2001, is anmended
to read as foll ows:

(2) in the state that the registered organization, branch, or
agency designates, if the law of the United States authorizes
the regi stered organi zati on, branch, or agency to designate
its state of location, |NCLUDING BY DESIGNATING ITS MAIN
OFFI CE, HOVE OFFI CE, OR OTHER COVPARABLE OFFI CE; or

S 34. Subsections 12 and 13 of section 9--309 of the wuniform conmer-
cial code, as added by chapter 84 of the |laws of 2001, are anended and a
new subsection 14 is added to read as foll ows:

(12) an assignnment for the benefit of all creditors of the transferor
and subsequent transfers by the assignee thereunder; [and]

(13) a security interest created by an assignnent of a beneficia
interest in a decedent's estate; AND

(14) A SALE BY AN I NDI VI DUAL OF AN ACCOUNT THAT IS A RI GHT TO PAYMENT
OF WNNINGS IN A LOTTERY OR OTHER GAME OF CHANCE

S 35. Subsection (b) of section 9--310 of the uniform conmercial code,
as added by chapter 84 of the | aws of 2001, is anended to read as
fol | ows:

(b) Exceptions: filing not necessary. Except as provided in subsection
(d), the filing of a financing statenent is not necessary to perfect a
security interest:

(1) that is perfected under Section 9--308(d), (e), (f), or (9);

(2) that is perfected under Section 9--309 when it attaches;

(3) in property subject to a statute, regulation, or treaty
described in Section 9--311(a);

(4) in goods in possession of a bailee which is perfected under
Section 9--312(d)(1) or (2);

(5) in certificated securities, docunents, goods, or instrunents
which is perfected wthout filing, CONTROL, or possession
under Section 9--312(e), (f), or (9);

(6) in collateral in the secured party's possession under Section
9--313;

(7) in a certificated security which is perfected by delivery of
the security certificate to the secured party under Section
9--313;

(8) in deposit accounts, electronic chattel paper, ELECTRONI C
DOCUMENTS, investnent property, or letter-of-credit rights
which is perfected by control under Section 9--314;

(9) in proceeds which is perfected under Section 9--315;

(10) that is perfected under Section 9--316; or

(11) that is a cooperative organization security interest.

S 36. Paragraph 3 of subsection (a) of section 9--311 of the uniform
commercial code, as added by chapter 84 of the |laws of 2001, is amended
to read as foll ows:

(3) a [certificate-of-title] statute of another jurisdiction
whi ch provides for a security interest to be indicated on
[the] A certificate OF TITLE as a condition or result of
the security interest's obtaining priority over the
rights of a lien creditor with respect to the property.

S 37. Subsection (e) of section 9--312 of the uniform conmercial code,
as added by chapter 84 of the Ilaws of 2001, is amended to read as
fol | ows:

(e) Tenporary perfection: new value. A security interest in certif-
icated securities, negotiable docunents, or instrunments is perfected
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wi thout filing or the taking of possession OR CONTRCL for a period of 20
days fromthe tine it attaches to the extent that it arises for new
val ue gi ven under an authenticated security agreenent.

S 38. Subsection (a) of section 9--313 of the uniform conmercial code,
as added by chapter 84 of the laws of 2001, is anmended to read as
fol | ows:

(a) Perfection by possession or delivery. Except as otherw se provided
in subsection (b), a secured party nay perfect a security interest in
TANG BLE negotiable docunents, goods, instrunents, noney, or tangible
chattel paper by taking possession of the collateral. A secured party
may perfect a security interest in certificated securities by taking
delivery of the certificated securities under Section 8--301.

S 39. Subsections (a) and (b) of section 9--314 of the uniform comrer-
cial code, as added by chapter 84 of the laws of 2001, are anended to
read as foll ows:

(a) Perfection by control. A security interest in investnment property,
deposit accounts, letter-of-credit rights, [or] electronic chattel
paper, OR ELECTRONI C DOCUMENTS nay be perfected by control of the colla-
teral under Section 7--106, 9--104, 9--105, 9--106, or 9--107.

(b) Specified collateral: time of perfection by control; continuation
of perfection. A security interest in deposit accounts, electronic chat-
tel paper, [or] letter-of-credit rights, OR ELECTRONIC DOCUMENTS is
perfected by control under Section 7--106, 9--104, 9--105, or 9--107
when the secured party obtains control and remains perfected by contro
only while the secured party retains control

S 40. The section headi ng of section 9--316 of the uniform comercia
code, as added by chapter 84 of the |aws of 2001, is anended and two new
subsections (h) and (i) are added to read as foll ows:

Section 9--316. [Continued Perfection of Security Interest Foll ow ng]
EFFECT OF Change in Governing Law.
EFFECT ON FI LED FI NANCI NG STATEMENT OF CHANGE | N GOVERNI NG LAW
THE FOLLONNG RULES APPLY TO COLLATERAL TO WHI CH A SECURI TY | NTEREST
ATTACHES W THI N FOUR MONTHS AFTER THE DEBTOR CHANGES I TS LOCATION TO
ANOTHER JURI SDI CTI ON
(1) A FI NANCI NG STATEMENT FI LED BEFORE THE CHANGE PURSUANT TO THE
LAW OF THE JURI SDI CTI ON DESI GNATED | N SECTI ON 9--301(A) OR
9--305(C) |I'S EFFECTI VE TO PERFECT A SECURI TY | NTEREST IN THE
COLLATERAL | F THE FI NANCI NG STATEMENT WOULD HAVE BEEN EFFEC-
TI VE TO PERFECT A SECURI TY | NTEREST I N THE COLLATERAL HAD THE
DEBTOR NOT CHANGED | TS LOCATI ON.
(2) I'F A SECURITY | NTEREST PERFECTED BY A FINANCI NG STATEMENT
THAT | S EFFECTI VE UNDER PARAGRAPH (1) BECOVES PERFECTED UNDER
THE LAW OF THE OTHER JURI SDI CTI ON BEFORE THE EARLI ER OF THE
TI ME THE FI NANCI NG STATEMENT WOULD HAVE BECOVE | NEFFECTI VE
UNDER THE LAW OF THE JURI SDI CTION DESI GNATED I N SECTI ON
9--301(A) OR 9--305(C) OR THE EXPI RATION OF THE FOUR- MONTH
PERIOD, | T REMAINS PERFECTED THEREAFTER |F THE SECURI TY
| NTEREST DOES NOT BECOVE PERFECTED UNDER THE LAW OF THE OTHER
JURI SDI CTI ON BEFORE THE EARLIER TIME OR EVENT, |T BECOVES
UNPERFECTED AND |S DEEMED NEVER TO HAVE BEEN PERFECTED AS
AGAI NST A PURCHASER OF THE COLLATERAL FOR VALUE
(1) EFFECT OF CHANGE | N GOVERNI NG LAW ON FI NANCI NG STATE-
MENT FI LED AGAI NST ORI G NAL DEBTOR. | F A FI NANCI NG STATEMENT
NAM NG AN ORI A NAL DEBTOR IS FI LED PURSUANT TO THE LAW OF THE
JURI SDI CTI ON DESI GNATED | N SECTI ON 9--301(A) OR 9--305(C) AND
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THE NEW DEBTOR |S LOCATED IN ANOTHER JURI SDICTION, THE
FOLLOW NG RULES APPLY:

(1) THE FINANCI NG STATEMENT | S EFFECTI VE TO PERFECT A SECURI TY
| NTEREST IN COLLATERAL IN WHICH THE NEW DEBTOR HAS OR
ACQUIRES RIGHTS BEFORE OR W TH N FOUR MONTHS AFTER THE NEW
DEBTOR BECOVES BOUND UNDER SECTI ON 9--203(D), |IF THE FI NANC
| NG STATEMENT WOULD HAVE BEEN EFFECTI VE TO PERFECT A SECURI TY
| NTEREST |IN THE COLLATERAL HAD THE COLLATERAL BEEN ACQUI RED
BY THE ORI G NAL DEBTOR.

(2) A SECURITY | NTEREST THAT | S PERFECTED BY THE FI NANCI NG STATE-
MENT AND VWHI CH BECOVES PERFECTED UNDER THE LAW OF THE OTHER
JURI SDI CTI ON BEFORE THE EARLI ER OF THE EXPI RATI ON OF THE FOUR
MONTH PERIOD OR THE TI ME THE FI NANCI NG STATEMENT WOULD HAVE
BECOVE | NEFFECTI VE UNDER THE LAW OF THE JURI SDI CTI ON DESI G
NATED IN SECTION 9--301(A) OR 9--305(C) REMAINS PERFECTED
THEREAFTER. A SECURI TY | NTEREST THAT |S PERFECTED BY THE
FI NANCI NG STATEMENT BUT WHI CH DOES NOT BECOVE PERFECTED UNDER
THE LAW OF THE OTHER JURI SDI CTI ON BEFORE THE EARLI ER TI ME OR
EVENT BECOVES UNPERFECTED AND | S DEEMED NEVER TO HAVE BEEN
PERFECTED AS AGAI NST A PURCHASER OF THE COLLATERAL FOR VALUE

S 41. Subsections (b) and (d) of section 9--317 of the uniform comrer-
cial code, as added by chapter 84 of the I aws of 2001, are anmended to
read as foll ows:

(b) Buyers that receive delivery. Except as otherwise provided in
subsection (e), a buyer, other than a secured party, of tangible chattel
paper, TANG BLE docunents, goods, instrunments, or a [security certif-
I cate] CERTIFI CATED SECURI TY takes free of a security interest or agri-
cultural lien if +the buyer gives value and receives delivery of the
collateral w thout know edge of the security interest or agricultura
lien and before it is perfected.

(d) Licensees and buyers of certain collateral. A licensee of a gener-
al intangible or a buyer, other than a secured party, of accounts, elec-
tronic chattel paper, ELECTRONIC DOCUMENTS, general intangibles, or
i nvestnment property other than a certificated security takes free of a
security interest if the Iicensee or buyer gives value w thout know edge
of the security interest and before it is perfected.

S 42. Section 9--326 of the uniformconmercial code, as added by chap-
ter 84 of the laws of 2001, is anmended to read as foll ows:

Section 9--326. Priority of Security Interests Created by New Debtor.

(a) Subordination of security interest created by new debtor. Subject
to subsection (b), a security interest THAT IS created by a new debtor
[which is] IN COLLATERAL I N WHI CH THE NEW DEBTOR HAS OR ACQUI RES RI GHTS
AND | S perfected SOLELY by a filed financing statenent that [is effec-
tive solely under Section 9--508 in collateral in which a new debtor has
or acquires rights] WOULD BE | NEFFECTI VE TO PERFECT THE SECURI TY | NTER-
EST BUT FOR THE APPLI CATI ON OF SECTION 9--316(1)(1) OR 9--508 is subor-
dinate to a security interest in the sane collateral which is perfected
other than by SUCH a filed financing statenment [that is effective solely
under Section 9--508].

(b) Priority under other provisions; multiple original debtors. The
other provisions of this part determne the priority anong conflicting
security interests in the sane collateral perfected by filed financing
statenments [that are effective solely under Section 9--508] DESCRI BED I N
SUBSECTION (A). However, if the security agreenents to which a new
debt or becane bound as debtor were not entered into by the same origina
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debtor, the conflicting security interests rank according to priority in
time of the new debtor's having becone bound.

S 43. Section 9--338 of the uniformconmercial code, as added by chap-
ter 84 of the laws of 2001, is amended to read as foll ows:

Section 9--338. Priority of Security Interest or Agricultural Lien
Perfected by Filed Financing Statenent Provi di ng
Certain Incorrect Information.

If a security interest or agricultural lien is perfected by a filed
financing statement providing i nformati on descri bed in Secti on
9--516(b)(5) which is incorrect at the tine the financing statenent is
filed:

[(a)] (1) the security interest or agricultural lien is subordinate to
a conflicting perfected security interest in the collateral to the
extent that the holder of the conflicting security interest gives value
in reasonabl e reliance upon the incorrect informtion; and

[(b)](2) a purchaser, other than a secured party, of the collatera
takes free of the security interest or agricultural lien to the extent
that, in reasonable reliance wupon the incorrect information, the
pur chaser gives value and, in the case of TANG BLE chattel paper, TANG -
BLE docunents, goods, instrunents, or a security certificate, receives
delivery of the collateral.

S 44. Subsection (c) of section 9--502 of the uniform conmercial code,
as added by chapter 84 of the Ilaws of 2001, is amended to read as
fol | ows:

(c) Record of nortgage as financing statenment. A record of a nortgage
is effective, fromthe date of recording, as a financing statenent filed
as a fixture filing or as a financing statenment covering as-extracted
collateral or tinber to be cut only if:

(1) the record indicates the goods or accounts that it covers;

(2) the goods are or are to becone fixtures related to the rea
property described in the record or the collateral is related
to the real property described in the record and is as-ex-
tracted collateral or tinber to be cut;

(3) the record satisfies the requirenents for a financing state-
ment in this section [other than an indication], BUT:

(A) THE RECORD NEED NOT | NDI CATE that it is to be filed in
the real property records; and

(B) THE RECORD SUFFI ClI ENTLY PROVI DES THE NAME OF A DEBTOR WHO
IS AN INDIVIDUAL I F IT PROVIDES THE | ND VIDUAL NAME OF
THE DEBTOR OR THE SURNAME AND FI RST PERSONAL NAME OF THE
DEBTOR, EVEN IF THE DEBTOR IS AN |IND VIDUAL TO WHOM
SECTI ON 9--503(A) (4) APPLIES; AND

(4) the record is duly recorded.

S 45. Section 9--503 of the uniformconmercial code, as added by chap-
ter 84 of the laws of 2001, is anmended to read as foll ows:

Section 9--503. Nane of Debtor and Secured Party.

(a) Sufficiency of debtor's name. A financing statenent sufficiently
provi des the nanme of the debtor:

(1) EXCEPT AS OTHERW SE PROVI DED | N PARAGRAPH (3), if the debtor
is a registered organization OR THE COLLATERAL IS HELD IN A
TRUST THAT IS A REG STERED ORGANI ZATION, only if the financ-
ing statement provides the nane [of the debtor indicated]
THAT IS STATED TO BE THE REA STERED ORGANI ZATION'S NAME on
the public ORGANIC record [of] MOST RECENTLY FILED WTH OR
| SSUED OR ENACTED BY the [debtor's] REGQ STERED ORGANI ZATI ON' S
jurisdiction of organization which [shows the debtor to have
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been organized] PURPORTS TO STATE, AMEND, OR RESTATE THE

REG STERED ORGANI ZATI ON' S NAME;

SUBJECT TO SUBSECTION (F), if the [debtor is a decedent's

estate] COLLATERAL IS BEING ADM NI STERED BY THE PERSONAL

REPRESENTATI VE OF A DECEDENT, only if the financing statenent

provi des, AS THE NAME OF THE DEBTOR, the nanme of the decedent

and, | N A SEPARATE PART OF THE FI NANCI NG STATEMENT, i ndi cates

that the [debtor is an estate] COLLATERAL IS BEI NG ADM NI S-

TERED BY A PERSONAL REPRESENTATI VE;

if the [debtor is a trust or a trustee acting with respect to

property held in trust, only if +the financing statenent]

COLLATERAL | S HELD IN A TRUST THAT IS NOT A REG STERED ORGAN-

| ZATI ON, ONLY | F THE FI NANCI NG STATEMENT:

(A) [provides the nane specified for the trust in its organic
docunments or, if no nane is specified, provides the nane
of the settlor and additional information sufficient to
di stinguish the debtor fromother trusts having one or
nore of the sanme settlors; and] PROVIDES, AS THE NAME OF
THE DEBTOR:

(1) IF THE ORGANI C RECORD OF THE TRUST SPECI FI ES A NAME
FOR THE TRUST, THE NAME SPECI FI ED, OR

(1'l) I'F THE ORGANI C RECORD OF THE TRUST DOES NOT SPECI FY
A NAME FOR THE TRUST, THE NAME OF THE SETTLOR OR
TESTATOR; AND

(B) [indicates, in the debtor's nanme or otherwi se, that the
debtor 1is a trust or is a trustee acting with respect to
property held in trust;] IN A SEPARATE PART OF THE
FI NANCI NG STATEMENT:

(1) |IF THE NAME | S PROVI DED | N ACCORDANCE W TH SUBPARA-
GRAPH (A) (1), | NDI CATES THAT THE COLLATERAL |S HELD

IN A TRUST; OR
(I'l) |IF THE NAME | S PROVI DED | N ACCORDANCE W TH SUBPARA-
GRAPH (A)(Il), PROVIDES ADDI TI ONAL | NFORMATI ON
SUFFICIENT TO DI STINGU SH THE TRUST FROM OTHER
TRUSTS HAVI NG ONE OR MORE OF THE SAME SETTLORS OR
THE SAME TESTATOR AND | NDI CATES THAT THE COLLATERAL
IS HELD I N A TRUST, UNLESS THE ADDI TI ONAL | NFORNMA-

TI ON SO | NDI CATES;

SUBJECT TO SUBSECTION (G, |F THE DEBTOR IS AN | NDI VI DUAL TO
VWHOM THI S STATE HAS | SSUED A DRIVER S LI CENSE OR NON DRI VER
PHOTO | DENTI FI CATI ON CARD THAT HAS NOT EXPI RED, ONLY | F THE
FI NANCI NG STATEMENT PROVI DES THE NAME OF THE | NDI VI DUAL WHI CH
IS I|NDI CATED ON THE DRIVER S LICENSE OR NON- DRI VER PHOTO
| DENTI FI CATI ON CARD;
| F THE DEBTOR IS AN | NDI VI DUAL TO WHOM PARAGRAPH (4) DOES NOT
APPLY, ONLY | F THE FI NANCI NG STATEMENT PROVI DES THE | NDI VI D-
UAL NAME OF THE DEBTOR OR THE SURNAME AND FI RST PERSONAL NAME
OF THE DEBTOR, AND
i n other cases:

(A) if the debtor has a nanme, only iif [it] THE FINANC NG
STATEMENT provides the [individual or] organizational
nane of the debtor; and

(B) if the debtor does not have a nane, only if it provides
the nanmes of the partners, nenbers, associates, or other
persons conprising the debtor, IN A MANNER THAT EACH NANME
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PROVI DED WOULD BE SUFFI ClI ENT | F THE PERSON NAMED WERE THE
DEBTOR.

(b) Additional debtor-related information. A financing statenent that
provi des the name of the debtor in accordance with subsection (a) is not
rendered i neffective by the absence of:

(1) a trade nane or other nanme of the debtor;

(2) unless required under subsection [(a)(4)(B)] (A (6)(B), nanes
of partners, nenbers, associates, or other persons conprising
t he debtor.

(c) Debtor's trade nane insufficient. A financing statenent that
provides only the debtor's trade nane does not sufficiently provide the
nane of the debtor.

(d) Representative capacity. Failure to indicate the representative
capacity of a secured party or representative of a secured party does
not affect the sufficiency of a financing statenent.

(e) Multiple debtors and secured parties. A financing statenment my
provide the nane of nore than one debtor and the nane of nore than one
secured party.

(F) NAME OF DECEDENT. THE NAME OF THE DECEDENT | NDI CATED ON THE ORDER
APPO NTING THE PERSONAL REPRESENTATIVE OF THE DECEDENT | SSUED BY THE
COURT HAVI NG JURI SDI CTI ON OVER THE COLLATERAL | S SUFFI Cl ENT AS THE " NAME
OF THE DECEDENT" UNDER SUBSECTI ON (A) (2).

(G MILTIPLE DRIVER S LICENSES. |IF TH S STATE HAS | SSUED TO AN | NDI -
VI DUAL MORE THAN ONE DRI VER S LI CENSE OR NON- DRI VER PHOTO | DENTI FI CATI ON
CARD OF A KIND DESCRIBED | N SUBSECTI ON (A)(4), THE ONE THAT WAS | SSUED
MOST RECENTLY IS THE ONE TO WHI CH SUBSECTI ON (A) (4) REFERS.

(H DEFINITION. IN TH S SECTION, THE "NAME OF THE SETTLOR OR TESTATOR'
MEANS:

(1) IF THE SETTLOR I S A REG STERED ORGANI ZATI ON, THE NAME THAT IS
STATED TO BE THE SETTLOR S NAME ON THE PUBLI C ORGANI C RECORD
MOST RECENTLY FILED WTH OR |ISSUED OR ENACTED BY THE
SETTLOR' S JURI SDI CTION OF ORGANI ZATION WHI CH PURPORTS TO
STATE, AMEND, OR RESTATE THE SETTLOR S NAME; OR

(2) IN OTHER CASES, THE NAME OF THE SETTLOR OR TESTATOR | NDI CATED
IN THE TRUST' S ORGANI C RECORD

S 46. Subsection (c) of section 9--507 of the uniform conmercial code,
as added by chapter 84 of the Ilaws of 2001, is anmended to read as
fol | ows:

(c) Change in debtor's nane. If [a debtor so changes its] THE nane
that a filed financing statement PROVI DES FOR A DEBTOR becomres | NSUFFI -
Cl ENT AS THE NAME OF THE DEBTOR UNDER SECTION 9--503(A) SO THAT THE
FI NANCI NG STATEMENT BECOVES seriously m sl eadi ng under Section 9--506:

(1) the financing statenent 1is effective to perfect a security
interest in collateral acquired by the debtor before, or
within four nonths after, the [change] FILED FI NANCI NG STATE-
MENT BECOVES SERI QUSLY M SLEADI NG and

(2) the financing statenment is not effective to perfect a securi-
ty interest in collateral acquired by the debtor nore than
four nmonths after the [change] FILED FINANCI NG STATEMENT
BECOVES SERIOQUSLY M SLEADI NG unless an anendnment to the
fi nanci ng statenent which renders the financing statenent not
seriously msleading is filed within four nonths after [the
change] THE FI NANCI NG STATEMENT BECAME SERI OQUSLY M SLEADI NG

S 47. Subsection (f) of section 9--515 of the uniform conmercial code,
as added by chapter 84 of the Ilaws of 2001, is anmended to read as
fol | ows:
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(f) Transmitting utility financing statenent. If a debtor is a trans-
mtting utility and a filed INITIAL financing statenment so indicates,
the financing statenent is effective until a termnation statenment is
filed.

S 48. Subsection (b) of section 9--601 of the uniform conmercial code,
as added by chapter 84 of the laws of 2001, is anmended to read as
fol | ows:

(b) Rights and duties of secured party in possession or control. A
secured party in possession of collateral or control of collateral under
Section 7--106, 9--104, 9--105, 9--106, or 9--107 has the rights and
duties provided in Section 9--207.

S 49. Subparagraph (A) of paragraph 2 of subsection (b) of section
9--607 of the wuniform comercial code, as added by chapter 84 of the
| aws of 2001, is anended to read as foll ows:

(A) a default has occurred WTH RESPECT TO THE OBLI GATI ON
SECURED BY THE MORTGAGE; and

S 50. Subsection (c) of section 9--625 of the uniform conmercial code,
as added by chapter 84 of the Ilaws of 2001, is amended to read as
fol | ows:

(c) Persons entitled to recover damages; statutory danages [in consunt
er-goods transaction] |IF COLLATERAL IS CONSUMER GOCDS. Except as other-
wi se provided in Section 9--628:

(1) a person that, at the tine of the failure, was a debtor, was
an obligor, or held a security interest in or other Ilien on
the collateral nay recover damages under subsection (b) for
its loss; and

(2) if the collateral is consumer goods, a person that was a
debtor or a secondary obligor at the tine a secured party
failed to conply with this part may recover for that failure
in any event an anmount not |ess than the credit service
charge plus 10 percent of the principal amount of the obli-
gation or the time-price differential plus 10 percent of the
cash pri ce.

S 51. This act shall take effect immediately and shall apply to trans-
actions entered into on or after such date.



