§ 7-101. Money deposited or advanced for use or rental of personal
property; waiver void. 1. Wenever noney shall be deposited or advanced
on a contract for the use or rental of personal property as security for
performance of the contract or to be applied to paynents upon such
contract when due, such noney, with interest accruing thereon, if any,
until repaid or so applied, shall continue to be the noney of the person
maki ng such deposit or advance and shall be a trust fund in the
possessi on of the person with whom such deposit or advance shall be nade
and shall be deposited in a bank or trust company and shall not be
m ngled with other funds or becone an asset of such trustee, excepting,
however, that such trust funds nay be deposited with other funds that
have been deposited or advanced to the trustee as security for
performance of a contract for the use or rental of personal property or
be applied to paynments upon such contract when due. |If the noney being
deposited or advanced is for the use or rental of personal property and
t he noney deposited or advanced is seven hundred fifty dollars or nore
and is for the use or rental of personal property for a period equal to
or greater than one hundred twenty days, the person receiving such noney
shal | deposit it pursuant to the provisions of subdivision one-a of this
secti on.

1-a. Wienever the noney so deposited or advanced is seven hundred
fifty dollars or nore and is for the use or rental of personal property
for a period equal to or greater than one hundred twenty days, the
person receiving such noney shall, subject to the provisions of this
section, deposit it in an interest bearing account in a banking
organi zation within the state which account shall earn interest at a
rate which shall be the prevailing rate earned by ot her such deposits
made wi th banking organizations in such area. Such person shall not be
required to keep the funds of the separate persons from whom security
deposits or advances have been received in separate depository accounts,
provi ded his books of account shall clearly show the allocation of the
funds deposited in his general or special depository account. The person
depositing such security noney shall be entitled to receive, as
adm ni strati on expenses, a sum equivalent to one per cent per annum upon
the security noney so deposited, which shall be deducted fromthe
i nterest earned on such security noney fromthe banki ng organi zati on and



shall be in lieu of all other adm nistrative and custodi al expenses
relating to the security deposit or advance. The bal ance of the interest
pai d by the banking organization shall be the noney of the | essee naking
t he deposit or advance and shall either be held in trust by the person
wi t h whom such deposit or advance shall be made, until repaid or applied
for the use or rental of the personal property, or annually paid to the
| essee nmaking the deposit of security noney.

1-b. This section shall not be applicable to any advance paynent of
noney under or with respect to any contract for the use or rental of
personal property that, in accordance with the terns applicable to such
paynment, either (a) is not revocable by the person naking such paynent
and is not otherw se subject to being returned or refunded to such
person, or (b) otherw se satisfies or discharges an equivalent liability
under such contract when such paynent is nmade, whether or not such
liability is otherwi se then due and payabl e under the terns of such
contract.

1-c. This section shall apply to noney deposited or advanced on
contracts for the use or rental of personal property as security for
performance of the contract or to be applied to paynents upon such
contract when due, only if (a) such contract is governed by the |aws of
this state as the result of a choice of |law provision in such contract,
in accordance with section 1--301 of the uniform comercial code
(subject to the Iimtations on choice of law by the parties to a
consuner | ease under section 2-A-106 of the uniform conmercial code), or
such contract is otherw se governed by the laws of this state in
accordance with applicable conflict of laws rules, and (b) the | essee
under such contract is located within this state, within the neani ng of
the uniformcomercial code (with respect to the |ocation of debtors),
except that a foreign air carrier under the Federal Aviation Act of
1958, as anended, shall not be deened located in this state solely as a
result of having a designated office of an agent upon whom service of
process may be nade |located in this state.

2. Any provision of a contract whereby a person who has deposited or
advanced noney on a contract for the use or rental of personal property



as security for the performance of the contract waives any provision of
this section is absolutely void.

3. This section shall not be applicable to any deposit or advance of
noney made in connection with the borrowi ng of securities for any | awf ul
pur pose.



