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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 330 *%5”

| NTRODUCED BY HOLL, MADI GAN, THOMPSQON, COSTA, MUSTO, M VHI TE,
VENGER, ROBBI NS, CORVAN, MOVERY, WAGNER, LEMVOND AND FUMO,
FEBRUARY 2, 2001

AS AVENDED ON SECOND CONSI DERATI ON, MARCH 28, 2001
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AN ACT
Amending Titles 12 (Comrerce and Trade), 13 (Commercial Code),
15 (Corporations and Uni ncorporated Associations), 30 (Fish),
42 (Judiciary and Judicial Procedure), 66 (Public Uilities)
and 75 (Vehicles) of the Pennsylvania Consolidated Stat utes,
extensively revising provisions on secured transacti ons;
revising provisions on letters of credit; naking editorial
changes; and maki ng repeal s.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. This anmendatory act shall be known and may be
cited as the Uni form Conmerci al Code Mddernization Act of 2001.
Section 2. Section 5108(e) of Title 12 of the Pennsyl vani a
Consolidated Statutes is amended to read:
8 5108. Defenses, liability and protection of transferee.
* * %
(e) Certain transfers not fraudulent.--A transfer is not
fraudul ent under section 5104(a)(2) or 5105 (relating to
transfers fraudulent as to present creditors) if the transfer

results from

(1) termnation of a | ease upon default by the debtor
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when the termnation is pursuant to the | ease and applicabl e
| aw; or

(2) enforcenent of a security interest in conpliance
with 13 Pa.C.S. Div. 9 (relating to secured transactions),
[other than a retention of collateral under 13 Pa.C. S. §
9505(b) (relating to acceptance of collateral as discharge of

obligation).] other than an acceptance of collateral in ful

or partial satisfaction of the obligations it secures under

13 Pa.C.S. § 9620 (relating to acceptance of collateral in

full or partial satisfaction of obligation; conpul sory

di sposition of collateral).

The references to 13 Pa.C.S. Div. 9 and 13 Pa.C. S. [8 9505(b)] §&
9620 in paragraph (2) shall also be deened to refer to the
correspondi ng provisions of the Uniform Commercial Code as in
effect in any other jurisdiction.

Section 3. Title 12 is anended by adding a chapter to read:

CHAPTER 98
ASSEMBLED | NDUSTRI AL PLANT DOCTRI NE
Sec.
9801. Assenbled industrial plant doctrine abolished.
§ 9801. Assenbled industrial plant doctrine abolished.

(a) General rule.--The assenbled industrial plant doctrine,
sonmetines referred to as the integrated industrial plant
doctrine or the integrated industrial nortgage doctrine, is
abol i shed. Wiet her personal property placed or installed in an
industrial, commercial or other establishnent is a fixture shal
be determ ned by other |aw

(b) Em nent domain not affected.--Subsection (a) shall not
be construed to affect the application of the assenbl ed econom c

unit doctrine in the context of em nent donmin.

20010S0330B0817 - 2 -
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(c) Applicability.--This section shall not apply to actions
or proceedi ngs comenced before the effective date of this
section, nor shall it affect construction of a nortgage or other
instrument creating an interest in real estate entered into
before the effective date of this section. Subsection (a) shal
not be construed to affirmthe continuing applicability or scope
of the assenbl ed industrial plant doctrine before the effective
date of this section.

Section 4. Section 1105(b) of Title 13 is amended to read:

8§ 1105. Territorial application of title; power of parties to
choose applicable | aw.

* x *

(b) Limtations on power of parties to choose applicable
| aw. - - Where one of the follow ng provisions of this title
speci fies the applicable | aw, that provision governs and a
contrary agreenent is effective only to the extent permtted by
the law (including the conflict of laws rules) so specified:

Section 2402 (relating to rights of creditors of seller
agai nst sol d goods).
Sections 2A105 (relating to territorial application of

di vision to goods covered by certificate of title) and 2A106

(relating to Iimtation on power of parties to consuner |ease

to choose applicable | aw and judicial forum.

Section 4102 (relating to applicability of division on
bank deposits and col |l ections).
Section 4A507 (relating to choice of |aw).

Section 5116 (relating to choice of |aw and forum

Section 8110 (relating to applicability; choice of |aw).
[ Section 9103 (relating to perfection provisions of

di vi sion on secured transactions).]

20010S0330B0817 - 3 -
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Subchapter A of Chapter 93 (relating to | aw gover ni ng

perfection and priority).

Section 5. The definitions of "buyer in ordinary course of

busi ness, " "buying," "purchase" and "security interest” in
section 1201 of Title 13 are amended to read:
§ 1201. Ceneral definitions.

Subj ect to additional definitions contained in the subsequent
provisions of this title which are applicable to specific
provisions of this title, the follow ng words and phrases when
used in this title shall have, unless the context clearly
i ndi cates ot herw se, the neanings given to themin this section:

* %k

"Buyer in ordinary course of business.” A person [who in
good faith and wi thout know edge that the sale to himis in
violation of the ownership rights or security interest of a
third party in the goods buys in ordinary course froma person
in the business of selling goods of that kind but does not
i ncl ude a pawnbroker. All persons who sell minerals or the like
(including oil and gas) at well head or m nehead shall be deened
to be persons in the business of selling goods of that kind.

"Buying." Buying may be for cash or by exchange of other
property or on secured or unsecured credit and includes
recei vi ng goods or docunents of title under a preexisting
contract for sale but does not include a transfer in bulk or as

security for or in total or partial satisfaction of a noney

debt.] that buys goods in good faith, wthout know edge that the

sale violates the rights of another person in the goods, and in

the ordi nary course froma person, other than a pawnbroker, in

t he busi ness of selling goods of that kind. A person buys goods

in the ordinary course if the sale to the person conports with

20010S0330B0817 - 4 -
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the usual or custonmary practices in the kind of business in

which the seller is engaged or with the seller's own usual or

custonary practices. A person that sells oil, gas or other

mnerals at the well head or m nehead is a person in the busi ness

of selling goods of that kind. A buyer in ordinary course of

busi ness may buy for cash, by exchange of other property or on

secured or unsecured credit, and nmy acquire goods or docunents

of title under a preexisting contract for sale. Only a buyer

t hat takes possessi on of the goods or has a right to recover the

goods fromthe seller under Division 2 (relating to sal es) nay

be a buyer in ordinary course of business. A person that

acquires goods in a transfer in bulk or as security for or in

total or partial satisfaction of a noney debt is not a buyer in

ordi nary course of business.

* * %
"Purchase.” Includes taking by sale, discount, negotiation,
nort gage, pledge, lien, security interest, issue or reissue,

gift or any other voluntary transaction creating an interest in
property.

* %k

"Security interest."”

(1) General definition.--A security interest means an
interest in personal property or fixtures which secures
paynent or performance of an obligation.

(2) [Retention or reservation of title to delivered
goods. --The retention or reservation of title by a seller of
goods notw t hst andi ng shi pnment or delivery to the buyer
(section 2401) is limted in effect to a reservation of a
"security interest."”

(3) Buyers of accounts or chattel paper] Interest of

20010S0330B0817 - 5 -
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consi gnor_or buyer under Division 9.--The term"security

interest” also includes any interest of a consignor and a

buyer of accounts [or], chattel paper [which], a paynent

i ntangi ble or a prom ssory note in a transaction that is

subject to Division 9 (relating to secured transactions).
[(4)] (3) Buyer's interest in identified goods.--The
speci al property interest of a buyer of goods on
identification of those goods to a contract for sal e under
section 2401 (relating to passing of title; reservation for

security; limted application of section) is not a "security

interest,” but a buyer may al so acquire a "security interest
by conplying with Division 9.

(4) Sellers and | essors of goods. --Except as ot herw se

provided in section 2505 (relating to shi pnent by seller

under reservation), the right of a seller or | essor of goods

under Division 2 (relating to sales) or 2A (relating to

| eases) to retain or acquire possession of the goods is not a

"security interest," but a seller or |lessor may al so acquire

a "security interest" by conplying with Division 9. The

retention or reservation of title by a seller of goods

notw t hst andi ng shi pnent or delivery to the buyer (section

2401) is limted in effect to a reservation of a "security

interest.”
(5) [Consignnments.--Unless a consignnment is intended as
security, reservation of title thereunder is not a "security

interest,” but a consignment in any event is subject to the
provi si ons on consi gnment sal es (section 2326).

(6)] Determnation of |ease or security interest.--
Whet her a transaction creates a | ease or security interest is

determ ned by the facts of each case; however

20010S0330B0817 - 6 -
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(i) A transaction creates a security interest if the
ideration the lessee is to pay the lessor for the

t to possession and use of the goods is an obligation
the termof the | ease not subject to term nation by

| essee and:

(A) the original termof the lease is equal to
or greater than the remai ning economc life of the
goods;

(B) the lessee is bound to renew the | ease for
the remai ning econonmic |ife of the goods or is bound
to beconme the owner of the goods;

(C the lessee has an option to renew the | ease
for the remaining econonmc life of the goods for no
addi ti onal consideration or nom nal additional
consi deration upon conpliance with the | ease
agreenent; or

(D) the | essee has an option to beconme the owner
of the goods for no additional consideration or
nom nal additional consideration upon conpliance with
t he | ease agreenent.

(1i) A transaction does not create a security
rest nerely because it provides that:

(A) the present value of the consideration the
| essee is obligated to pay the | essor for the right
to possession and use of the goods is substantially
equal to or is greater than the fair market val ue of
the goods at the tine the lease is entered into;

(B) the | essee assunes risk of |oss of the
goods, or agrees to pay taxes, insurance, filing,
recording or registration fees, or service or

-7 -
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mai nt enance costs with respect to the goods;

(C the lessee has an option to renew the | ease
or to becone the owner of the goods;

(D) the | essee has an option to renew the | ease
for a fixed rent that is equal to or greater than the
reasonably predictable fair market rent for the use
of the goods for the termof the renewal at the tine
the option is to be perfornmed; or

(E) the | essee has an option to beconme the owner
of the goods for a fixed price that is equal to or
greater than the reasonably predictable fair market
val ue of the goods at the tine the option is to be
per f or med.

(1i1) For purposes of determ ning whether the
saction is a |l ease or a security interest:

(A) Additional consideration is not nomnal if:

(1) when the option to renew the |lease is
granted to the lessee, the rent is stated to be
the fair market rent for the use of the goods for
the termof the renewal determ ned at the tinme
the option is to be perfornmed; or

(I'1) when the option to becone the owner of
the goods is granted to the | essee, the price is
stated to be the fair market val ue of the goods
determined at the tinme the option is to be

per f or med.

Addi tional consideration is nomnal if it is |less
than the | essee's reasonably predictable cost of
perform ng under the | ease agreenent if the optionis

not exercised.



1 (B) "Reasonably predictable” and "renai ni ng

2 econonmic life of the goods" are to be determ ned with
3 reference to the facts and circunstances at the tine
4 the transaction is entered into.

5 (C© "Present value" neans the amount as of a

6 date certain of one or nore suns payable in the

7 future, discounted to the date certain. The di scount
8 is determned by the interest rate specified by the

9 parties if the rate is not manifestly unreasonabl e at
10 the tine the transaction is entered into; otherw se,
11 the discount is determined by a conmercially

12 reasonabl e rate that takes into account the facts and
13 circunstances of each case at the tine the

14 transacti on was entered into.

15 * %k

16 Section 6. Section 1206(c) of Title 13 is amended by addi ng
17 a paragraph to read:

18 8§ 1206. Statute of frauds for kinds of personal property not

19 ot herw se cover ed.
20 * %k
21 (c) Qualified financial contracts.--
29 * %
23 (6) Nothing in this subsection or in section 2201(d)
24 shal |l be construed to affect or linmt the application to a
25 qualified financial contract of any other |aw validating
26 records, signatures or transactions nade or evidenced by
27 nontradi ti onal nedi a.
28 Section 7. Sections 2103(c) and 2104 of Title 13 are anmended
29 to read:

30 § 2103. Definitions and i ndex of definitions.
20010S0330B0817 - 9 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

* * %

(c) Index of definitions in other divisions.--The follow ng
definitions in other divisions apply to this division:

"Check." Section 3104.

"Consi gnee." Section 7102.

"Consignor." Section 7102.

"Consumer goods." Section [9109] 9102.

"Di shonor." Section 3502.

"Draft." Section 3104.

* x *
§ 2104. Definitions: "merchant"; "between merchants”;

"financi ng agency."

The foll ow ng words and phrases when used in this division
shall have[, unless the context clearly indicates otherw se,]
t he neani ngs given to themin this section:

"Bet ween nerchants." Between nerchants neans in any
transaction with respect to which both parties are chargeabl e
with the know edge or skill of nerchants.

"Fi nanci ng agency." A bank, finance conpany, or other person
who in the ordinary course of business nakes advances agai nst
goods or docunents of title or who by arrangenent with either
the seller or the buyer intervenes in ordinary course to make or
col | ect paynment due or clained under the contract for sale, as
by purchasing or paying the draft of the seller or naking
advances against it or by nmerely taking it for collection
whet her or not docunents of title acconpany the draft.

"Fi nanci ng agency" includes also a bank or other person who
simlarly intervenes between persons who are in the position of

sell er and buyer in respect to the goods (see section 2707).

"Merchant." A person who:

20010S0330B0817 - 10 -
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(1) deals in goods of the kind; or

(2) otherwi se by his occupation holds hinself out as
havi ng know edge or skill peculiar to the practices or goods
involved in the transaction or to whom such know edge or
skill may be attributed by his enploynent of an agent or
broker or other internmediary who by his occupation hol ds

hi msel f out as havi ng such know edge or skill.

Section 8. Section 2210(b) and the headi ngs of subsections
(c), (d) and (e) of Title 13 are anmended and the section is
anmended by addi ng a subsection to read:

§ 2210. Del egation of performance; assignnent of rights.

* * %

(b) Assignnment of rights.--[Unless] Except as otherw se

provided in section 9406 (relating to di scharge of account

debtor; notification of assignnment; identification and proof of

assignnent; restricti ons on assi gnnent of accounts, chattel

paper, paynent intangi bles and prom ssory notes ineffective),

unl ess otherw se agreed, all rights of either seller or buyer
can be assigned except where the assignment would materially
change the duty of the other party, increase materially the
burden or risk inposed on himby his contract, or inpair
materially his chance of obtaining return performance. A right
to damages for breach of the whole contract or a right arising
out of due performance by the assignor of his entire obligation

can be assigned despite agreenent otherw se.

(c) Effect of security interest.--The creati on, attachnent,

perfection or enforcenent of a security interest in the seller's

i nterest under a contract is not a transfer that materially

changes the duty of or increases nmaterially the burden or risk

i nposed on the buyer or inpairs materially the buyer's chance of

20010S0330B0817 - 11 -
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obtaining return performance within the purvi ew of subsection

(b) unless, and then only to the extent that, enforcenent

actually results in a del egation of naterial perfornmance of the

seller. Even in that event, the creation, attachnent, perfection

and enforcenent of the security interest remain effective, but:

(1) the seller is liable to the buyer for danages caused

by the del egation to the extent that the danmages coul d not

reasonably be prevented by the buyer:; and

(2) a court having jurisdiction may grant other

appropriate relief, including cancellation of the contract

for sale or an injunction agai nst enforcenent of the security

i nterest or consunmmati on of the enforcenent.

[(c)] (d) Assignnment prohibition limted to perfornmance.--*

[(d)] (e) Effect and enforceability of general assignnent.--

* * %

[(e)] (f) Security for assignnment del egating performance. --*

Section 9. Section 2326 heading, (b), (c) and (d) of Title
13 are amended to read:

§ 2326. Sale on approval and sale or return; [consignnment sales
and] rights of creditors.

(b) Rights of creditors of buyer generally.--[Except as
provi ded in subsection (c), goods] Goods held on approval are
not subject to the clains of the creditors of the buyer until
acceptance; goods held on sale or return are subject to such
clainms while in the possession of the buyer.

[(c) Consignment sales.--Were goods are delivered to a

person for sale and such person maintains a place of business at

20010S0330B0817 - 12 -
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whi ch he deals in goods of the kind involved, under a name ot her
than the nanme of the person nmaking delivery, then with respect
to clainms of creditors of the person conducting the business the
goods are deened to be on sale or return. The provisions of this
subsection are applicable even though an agreenent purports to
reserve title to the person meking delivery until paynent or

resal e or uses such words as "on consignnent” or "on
menor andum " However, this subsection is not applicable if the
per son nmaki ng delivery:

(1) conplies with an applicable | aw providing for the
interest of a consignor or the Iike to be evidenced by a
si gn;

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

(3) conplies with the filing provisions of Division 9
(relating to secured transactions).

(d)] (c) Treatnment of "or return” term--* * *
Section 10. Section 2502 heading, (a) and (b) headi ng of
Title 13 are anmended and the section is anended by adding a

subsection to read:

§ 2502. Right of buyer to goods on repudiation, failure to

(a) General rule.--Subject to [subsection (b)] subsections

(b) and (c) and even though the goods have not been shipped a

buyer who has paid a part or all of the price of goods in which
he has a special property under the provisions of section 2501
(relating to insurable interest in goods; nmanner of
identification of goods) may on maki ng and keepi ng good a tender

of any unpaid portion of their price recover themfromthe

20010S0330B0817 - 13 -



seller if:

(1) in the case of goods bought for personal, famly or

househol d purposes, the seller repudi ates or fails to deliver

as required by the contract; or

(2) in all cases, the seller becomes insolvent within

ten days after receipt of the first installnent on their
pri ce.

(b)Y Vesting.--The buyer's right to recover the goods under

subsection (a)(1) vests upon acquisition of a special property,

even if the seller had not then repudi ated or failed to deliver.

[(b)] (c) Identification nmade by buyer.--* * *

Section 11. Sections 2512(a)(2), 2716(c), 2A103(c),
2A303(a), (b), (c), (d), (e), (f) heading, (g) heading and (h)
headi ng, 2A307, 2A309(a), 3103(a) introductory paragraph, 4105
i ntroductory paragraph, 4210(c), 4A103(a) introductory paragraph
and 4A105(a) introductory paragraph of Title 13 are anmended to
read:
§ 2512. Paynment by buyer before inspection.

(a) GCeneral rule.--Were the contract requires paynent
bef ore inspection nonconformty of the goods does not excuse the
buyer from so maki ng paynent unl ess:

(2) despite tender of the required docunents the

ci rcunstances would justify injunction agai nst honor under

[the provisions of] this title [(section 5114 (relating to

duty and privilege of issuer to honor; right to

rei mbursenent))], including section 5109(b) (relating to

condi tions for injunction).

* * %

§ 2716. Right of buyer to specific performance or replevin.

20010S0330B0817 - 14 -
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* * %

(c) Replevin.--The buyer has a right of replevin for goods
identified to the contract if after reasonable effort he is
unable to effect cover for such goods or the circunstances
reasonably indicate that such effort will be unavailing, or if
t he goods have been shi pped under reservation and satisfaction
of the security interest in themhas been nmade or tendered. In

the case of goods bought for personal, famly or househol d

pur poses, the buyer's right of replevin vests upon acqui sition

of a special property, even if the seller had not then

repudi ated or failed to deliver.

8 2A103. Definitions and i ndex of definitions.

* * %

(c) Index of definitions in other divisions.--The follow ng
definitions in other divisions apply to this division:

"Account." Section [9106] 9102(a).

"Between nerchants.” Section 2104.
"Buyer." Section 2103(a).
"Chattel paper.” Section [9105(a)] 9102(a).

"Consumer goods." Section [9109(1)] 9102(a).

"Docunent." Section [9105(a)] 9102(a).

"Entrusting.” Section 2403(c).

"CGeneral [intangibles.”™ Section 9106.] intangible."” Section

9102(a) .
"Good faith.” Section 2103(a).
"Instrument.” Section [9105(a)] 9102(a).

“"Merchant." Section 2104.
"Mortgage."” Section [9105(a)] 9102(a).
"Pursuant to commtnent."” Section [9105(a)] 9102(a).

"Receipt." Section 2103(a).

20010S0330B0817 - 15 -
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"Sale." Section 2106(a).

"Sal e on approval." Section 2326.

"Sale or return." Section 2326.

"Seller." Section 2103(a).

*

* *

8§ 2A303. Alienability of party's interest under |ease contract

or of lessor's residual interest in goods; del egation

of performance; transfer of rights.

(a) Definition.--As used in this section, the term"creation

of a security interest” includes the sale of a | ease contract

t hat

is subject to Division 9 (relating to secured transactions)

by reason of section [9102(a)(2) (relating to policy and subject

matter of division)] 9109(a)(3) (relating to scope).

(b) General rule.--Except as provided in [subsections (c)

and (d),] subsection (c) and section 9407 (relating to

restrictions on creation or enforcenment of security interest in

| easehold interest or in lessor's residual interest), a

provision in a | ease agreenent which:

(1) prohibits the voluntary or involuntary transfer,

including a transfer by sale, sublease, creation or

enforcenment of a security interest, or attachnent, |evy or

ot her judicial process, of an interest of a party under the

| ease contract or of the lessor's residual interest in the

goods; or

(2) nmakes such a transfer an event of default;

gives rise to the rights and renedi es provided in subsection

[(e)] (d), but a transfer that is prohibited or is an event of

default under the | ease agreenent is otherw se effective.

[(c) Certain provisions in | ease agreenent not

enforceable.--A provision in a | ease agreenment which prohibits

20010S0330B0817 - 16 -
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the creation or enforcenent of a security interest in an
interest of a party under the |ease contract or in the lessor's
residual interest in the goods, or makes such a transfer an
event of default, is not enforceable unless, and then only to
the extent that, there is an actual transfer by the | essee of
the | essee's right of possession or use of the goods in
vi ol ation of the provision or an actual delegation of a materi al
performance of either party to the | ease contract in violation
of the provision. Neither the granting nor the enforcenent of a
security interest in the lessor's interest under the |ease
contract or the lessor's residual interest in the goods is a
transfer that materially inpairs the prospect of obtaining
return performance by, materially changes the duty of or
materially increases the burden or risk inmposed on the | essee
wi thin the purview of subsection (e) unless, and then only to
the extent that, there is an actual delegation of a materi al
performance of the |essor.

(d)] (c) Transfer of right to danages.--A provision in a
| ease agreenent whi ch:

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

(2) nmakes such a transfer an event of default;

is not enforceable, and such a transfer is not a transfer that

materially inpairs the prospect of obtaining return performnce
by, materially changes the duty of or materially increases the

burden or risk inposed on the other party to the | ease contract
wi thin the purview of subsection [(e).] (d).

[(e)] (d) Certain rights and renedies.--Subject to
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1 [subsections (c) and (d):] subsection (c) and section 9407:

2 (1) |If atransfer is nade which is nmade an event of

3 default under a | ease agreenent, the party to the | ease

4 contract not making the transfer, unless that party waives

5 the default or otherw se agrees, has the rights and renedi es
6 described in section 2A501(b) (relating to default:

7 procedure).

8 (2) |If paragraph (1) is not applicable and if a transfer
9 is made that is prohibited under a | ease agreenment or

10 materially inpairs the prospect of obtaining return

11 performance by, materially changes the duty of or materially
12 i ncreases the burden or risk inposed on the other party to
13 the | ease contract, unless the party not naking the transfer
14 agrees at any tine to the transfer in the | ease contract or
15 ot herwi se, then, except as |imted by contract, the

16 transferor is liable to the party not making the transfer for
17 damages caused by the transfer to the extent that the damages
18 coul d not reasonably be prevented by the party not naking the
19 transfer and a court having jurisdiction may grant other
20 appropriate relief, including cancellation of the |ease
21 contract or an injunction against the transfer.
22 [(f)] (e) Effect and enforceability of general transfer.--*
23 * *
24 [(g)] (f) Effect of delegation of performance.--* * *
25 [(h)] (d) Requirenents for [witten] prohibition of transfer

26 in consuner |ease.--* * *

27 8§ 2A307. Priority of liens arising by attachment or |evy on,
28 security interests in, and other clains to goods.

29 (a) Creditor of |essee.--Except as otherw se provided in

30 section 2A306 (relating to priority of certain liens arising by
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operation of law), a creditor of a | essee takes subject to the
| ease contract.
(b) Creditor of lessor.--Except as otherw se provided in

[ subsections (c) and (d)] subsection (c) and in sections 2A306

and 2A308 (relating to special rights of creditors), a creditor
of a | essor takes subject to the | ease contract unless]:

(1)] the creditor holds a lien that attached to the goods
before the | ease contract becanme enforceable[;].

[(2) the creditor holds a security interest in the goods
and the | essee did not give value and receive delivery of the
goods wi t hout know edge of the security interest; or

(3) the creditor holds a security interest in the goods
whi ch was perfected (section 9303) before the | ease contract
becane enf orceabl e.

(c) Lessee in ordinary course of business.--A lessee in the
ordi nary course of business takes the | easehold interest free of
a security interest in the goods created by the | essor even
t hough the security interest is perfected (section 9303) and the
| essee knows of its existence.

(d) Lessee not in ordinary course of business.--A | essee
other than a |l essee in the ordinary course of business takes the
| easehol d interest free of a security interest to the extent
that it secures future advances nade after the secured party
acqui res know edge of the |lease or nore than 45 days after the
| ease contract becomes enforceabl e, whichever first occurs,
unl ess the future advances are nade pursuant to a conmm t nment
entered into w thout know edge of the | ease and before the
expiration of the 45-day period.]

(c) Lessee.--Except as otherw se provided in sections 9317

(relating to interests which take priority over or take free of
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security interest or agricultural lien), 9321 (relating to

|i censee of general intangi ble and | essee of goods in ordinary

course of business) and 9323 (relating to future advances), a

| essee takes a | easehold interest subject to a security interest

held by a creditor of the | essor.

8§ 2A309. Lessor's and |essee's rights when goods becone
fixtures.

(a) Definitions.--As used in this section, the follow ng
wor ds and phrases shall have the neanings given to themin this
subsecti on:

"Construction nortgage.” A nortgage is a construction
nortgage to the extent it secures an obligation incurred for the
construction of an inprovenment on |and, including the
acqui sition cost of the land, if the recorded witing so
i ndi cates.

"Encunbrance."” Includes real estate nortgages and ot her
liens on real estate and all other rights in real estate that
are not ownership interests.

"Fixture filing." The filing, in the office where a record
of a nortgage on the real estate would be filed or recorded, of
a financing statenment covering goods that are or are to becone
fixtures and conforming to the requirenents of section [9402(e)

(relating to formal requisites of financing statenent;

anmendnents; nortgage as financing statenent).] 9502(a) and (b)

(relating to contents of financing statenent; record of nortgage

as financing statenent; tine of filing financing statenent).

"Fi xtures." Goods are fixtures when they becone so rel ated
to particular real estate that an interest in them arises under
real estate | aw

"Purchase noney lease.” A lease is a purchase noney | ease
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unl ess the | essee has possession or use of the goods or the
right to possession or use of the goods before the | ease
agreenent is enforceable.

* %
8§ 3103. Definitions and index of definitions.

(a) Definitions.--The foll ow ng words and phrases when used
in this division shall have[, unless the context clearly
i ndi cates otherwi se,] the nmeanings given to themin this
subsecti on:

* %k
8 4105. "Bank"; "depositary bank"; "internediary bank";

“col l ecting bank™; "payor bank"; "presenting bank."

The foll ow ng words and phrases when used in this division
shall have[, unless the context clearly indicates otherw se,]
t he neani ngs given to themin this section:

* %k
8§ 4210. Security interest of collecting bank in itens,

acconpanyi ng docunents and proceeds.

* %k

(c) Satisfaction and continuation of security interest.--
Recei pt by a collecting bank of a final settlenent for an item
is arealization on its security interest in the item
acconpanyi ng docunents and proceeds. So |ong as the bank does
not receive final settlenment for the itemor give up possession
of the item or acconpanyi ng docunents for purposes other than
collection, the security interest continues to that extent and
is subject to Division 9 (relating to secured transactions),
but :

(1) no security agreenent is necessary to make the

security interest enforceable (section 9203[(a)(1)](b)(3)(i)
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(relating to attachnment and enforceability of security

i nterest; proceeds[,]; supporting obligations; fornmal

requi sites));
(2) no filing is required to perfect the security
interest; and
(3) the security interest has priority over conflicting
perfected security interests in the item acconpanying
docunent s or proceeds.
8§ 4A103. Paynent order; definitions.

(a) Definition of "paynment order" and related terns.--The
foll owi ng words and phrases when used in this division shal
have[, unless the context clearly indicates otherw se,] the
nmeani ngs given to themin this subsection:

* x *

§ 4A105. O her definitions.

(a) Definitions.--The foll ow ng words and phrases when used
in this division shall have[, unless the context clearly
i ndi cates otherwi se,] the nmeanings given to themin this
subsecti on:

* x *

Section 12. Division 5 of Title 13 is repeal ed.

Section 13. Title 13 is anmended by adding a division to
read:

DVISION 5
LETTERS OF CREDI T
Chapt er
51. Letters of Credit
CHAPTER 51
LETTERS OF CREDI T

Sec.
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5101. Short title of division.

5102. Definitions.

5103. Scope.

5104. Formal requirenents.

5105. Consideration.

5106. |ssuance, anendnment, cancellation and duration.
5107. Confirmer, nom nated person and advi ser.

5108. Issuer's rights and obligations.

5109. Fraud and forgery.

5110. Warranti es.

5111. Renedies.

5112. Transfer of letter of credit.

5113. Transfer by operation of |aw

5114. Assignnment of proceeds.

5115. Statute of limtations.

5116. Choice of |law and forum

5117. Subrogation of issuer, applicant and nom nated person.
5118. Security interest of issuer or nom nated person.
§ 5101. Short title of division.

This division shall be known and may be cited as the Uniform
Commercial Code, Article 5, Letters of Credit.

§ 5102. Definitions.

(a) Definitions.--The foll ow ng words and phrases when used
in this division shall have the neanings given to themin this
subsecti on:

"Adviser." A person who, at the request of the issuer, a
confirmer or another adviser, notifies or requests another
adviser to notify the beneficiary that a letter of credit has
been issued, confirned or anended.

"Applicant."” A person at whose request or for whose account
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a letter of credit is issued. The termincludes a person who
requests an issuer to issue a letter of credit on behal f of
another if the person maeking the request undertakes an
obligation to rei nburse the issuer.

"Beneficiary.” A person who under the terns of a letter of
credit is entitled to have its conplying presentation honor ed.
The termincludes a person to whom draw ng rights have been
transferred under a transferable letter of credit.

"Confirmer." A nom nated person who undertakes, at the
request or with the consent of the issuer, to honor a
presentation under a letter of credit issued by another.

"Di shonor (of a letter of credit).” Failure tinely to honor
or to take an interimaction, such as acceptance of a draft,
that may be required by the letter of credit.

"Docunent."” A draft or other demand, docunment of title,

i nvestment security, certificate, invoice or other record,
statement or representation of fact, law, right or opinion which
i S:

(1) presented in a witten or other mediumpermtted by
the letter of credit or, unless prohibited by the letter of
credit, by the standard practice referred to in section
5108(e) (relating to standard practice and role of court);
and

(2) capable of being exam ned for conpliance with the
terns and conditions of the letter of credit.

A docunent may not be oral.

"Good faith."” Honesty in fact in the conduct or transaction
concer ned.
"Honor (of a letter of credit)."” Performance of the issuer's

undertaking in the letter of credit to pay or deliver an item of
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value. Unless the letter of credit otherw se provides, "honor"
occurs:
(1) upon paynent;
(2) if the letter of credit provides for acceptance,
upon acceptance of a draft and, at maturity, its paynent; or
(3) if the letter of credit provides for incurring a
deferred obligation, upon incurring the obligation and, at
maturity, its perfornance.

"Issuer." A bank or other person that issues a letter of
credit, but does not include an individual who nmakes an
engagenent for personal, fam |y or househol d purposes.

"Letter of credit.” A definite undertaking that satisfies
the requirenments of section 5104 (relating to formnal
requi renents) by an issuer to a beneficiary at the request or
for the account of an applicant or, in the case of a financial
institution, to itself or for its own account, to honor a
docunentary presentation by paynment or delivery of an item of
val ue.

“Nom nat ed person.” A person whomthe issuer

(1) designates or authorizes to pay, accept, negotiate
or otherw se give value under a letter of credit; and

(2) undertakes by agreenment or custom and practice to
rei mbur se

"Presentation.” Delivery of a docunent to an issuer or
nom nat ed person for honor or giving of value under a letter of
credit.

"Presenter.” A person naking a presentation as or on behal f
of a beneficiary or nom nated person.

"Record.” Information that is inscribed on a tangible

medium or that is stored in an electronic or other medi um and
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is retrievable in perceivable form

"Successor of a beneficiary.” A person who succeeds to
substantially all of the rights of a beneficiary by operation of
law, including a corporation with or into which the beneficiary
has been nerged or consolidated, an adm ni strator, executor,
personal representative, trustee in bankruptcy, debtor in
possessi on, |iquidator and receiver.

(b) Index of other definitions.--Definitions in other
di visions applying to this division and the sections in which
t hey appear are:

"Accept" or "acceptance." Section 3409 (relating to
acceptance of draft; certified check).

"Val ue." Sections 3303 (relating to value and consi derati on)
and 4211 (relating to when bank gives val ue for purposes of
hol der in due course).

(c) Applicability of general definitions and principles.--
Division 1 (relating to general provisions) contains certain
addi ti onal general definitions and principles of construction
and interpretation applicable throughout this division.

§ 5103. Scope.

(a) Applicability of division.--This division applies to
letters of credit and to certain rights and obligations arising
out of transactions involving letters of credit.

(b) Effect of statenent of rule in this division.--The
statenment of a rule in this division does not by itself require,
inmply or negate application of the same or a different rule to a
situation not provided for, or to a person not specified, in
thi s division.

(c) \Variation by agreenent or undertaking.--Wth the

exception of this subsection, subsections (a) and (d), the
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definitions of "issuer” and "letter of credit” under section
5102(a) (relating to definitions) and sections 5106(d) (relating
to perpetual letters of credit) and 5114(d) (relating to consent
to assignment of proceeds), and except to the extent prohibited
under sections 1102(c) (relating to variation of title by
agreenent) and 5117(d) (relating to tinme at which subrogation
rights arise), the effect of this division my be varied by
agreenent or by a provision stated or incorporated by reference
in an undertaking. A termin an agreenment or undert aking
generally excusing liability or generally limting remedies for
failure to performobligations is not sufficient to vary
obl i gations prescribed by this division.

(d) Independence of rights and obligations of issuer.--
Ri ghts and obligations of an issuer to a beneficiary or a
nom nat ed person under a letter of credit are independent of the
exi stence, performance or nonperformance of a contract or
arrangenent out of which the letter of credit arises or which
underlies it, including contracts or arrangenents between the
i ssuer and the applicant and between the applicant and the
beneficiary.
§ 5104. Formal requirenents.

A letter of credit, confirmation, advice, transfer, anmendment
or cancellation nay be issued in any formthat is a record and
i s authenticated:

(1) by a signature; or
(2) in accordance with the agreenent of the parties or

the standard practice referred to in section 5108(e)

(relating to standard practice and role of court).
§ 5105. Consi deration.

Consideration is not required to issue, anend, transfer or
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cancel a letter of credit, advice or confirmation.
8§ 5106. |Issuance, anmendnment, cancellation and duration.

(a) |Issuance; revocability.--A letter of credit is issued
and becones enforceabl e according to its terns against the
i ssuer when the issuer sends or otherwise transmts it to the
person requested to advise or to the beneficiary. A letter of
credit is revocable only if it so provides.

(b) Effect of anmendnent or cancellation in certain
circunstances.--After a letter of credit is issued, rights and
obl i gations of a beneficiary, applicant, confirnmer and issuer
are not affected by an amendnment or cancellation to which that
person has not consented except to the extent the letter of
credit provides that it is revocable or that the issuer may
amend or cancel the letter of credit w thout that consent.

(c) No stated expiration date.--1f there is no stated
expiration date or other provision that determ nes its duration,
a letter of credit expires one year after its stated date of
i ssuance or, if none is stated, after the date on which it is
i ssued.

(d) Perpetual letters of credit.--Aletter of credit that
states that it is perpetual expires five years after its stated
date of issuance or, if none is stated, after the date on which
it is issued.

§ 5107. Confirmer, nom nated person and advi ser.

(a) Rights and obligations of a confirmer.--A confirner is
directly obligated on a letter of credit and has the rights and
obligations of an issuer to the extent of its confirmation. The
confirmer also has rights against and obligations to the issuer
as if the issuer were an applicant and the confirner had issued

the letter of credit at the request and for the account of the
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i ssuer.

(b) Nom nated person.--A nom nated person who is not a
confirmer is not obligated to honor or otherw se give value for
a presentation.

(c) Advisers.--A person requested to advise may decline to
act as an adviser. An adviser that is not a confirnmer is not
obligated to honor or give value for a presentation. An adviser
undertakes to the issuer and to the beneficiary accurately to
advise the ternms of the letter of credit, confirmation,
anmendnent or advice received by that person and undertakes to
the beneficiary to check the apparent authenticity of the
request to advise. Even if the advice is inaccurate, the letter
of credit, confirmation or amendnent is enforceable as issued.

(d) Notice to transferee beneficiary.--A person who notifies
a transferee beneficiary of the terns of a letter of credit,
confirmation, anmendnent or advice has the rights and obligations
of an advi ser under subsection (c). The terns in the notice to
the transferee beneficiary may differ fromthe terns in any
notice to the transferor beneficiary to the extent permtted by
the letter of credit, confirmati on, amendnent or advice received
by the person who so notifies.

8§ 5108. Issuer's rights and obligations.

(a) Duty to honor, dishonor.--Except as otherw se provided
in section 5109 (relating to fraud and forgery), an issuer shal
honor a presentation that, as determ ned by the standard
practice referred to in subsection (e), appears on its face
strictly to conply with the ternms and conditions of the letter
of credit. Except as otherw se provided in section 5113
(relating to transfer by operation of |aw) and unl ess ot herw se

agreed with the applicant, an issuer shall dishonor a
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presentation that does not appear so to conply.

(b) Tinme for honor, etc.--An issuer has a reasonable tine
after presentation, but not beyond the end of the seventh
busi ness day of the issuer after the day of its receipt of
docunent s:

(1) to honor

(2) if the letter of credit provides for honor to be
conpl eted nore than seven busi ness days after presentation,
to accept a draft or incur a deferred obligation; or

(3) to give notice to the presenter of discrepancies in

t he presentation.

(c) Preclusion, generally.--Except as otherw se provided in
subsection (d), an issuer is precluded fromasserting as a basis
for dishonor any discrepancy if tinely notice is not given, or
any di screpancy not stated in the notice if tinmely notice is
gi ven.

(d) Preclusion for fraud, forgery or expiration.--Failure to
give the notice specified in subsection (b) or to nention fraud,
forgery or expiration in the notice does not preclude the issuer
fromasserting as a basis for dishonor fraud or forgery as
described in section 5109(a) or expiration of the letter of
credit before presentation.

(e) Standard practice.--An issuer shall observe standard
practice of financial institutions that regularly issue letters
of credit.

(f) Issuer not responsible for certain natters.--An issuer
is not responsible for:

(1) the performance or nonperformance of the underlying
contract, arrangenment or transaction;

(2) an act or om ssion of others; or
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(3) observance or know edge of the usage of a particular
trade other than standard practice referred to in subsection
(e).

(g) Nondocunentary conditions.--1f an undertaking
constituting a letter of credit under the definition of "letter
of credit" under section 5102(a) (relating to definitions)
cont ai ns nondocunentary conditions, an issuer shall disregard
t he nondocunentary conditions and treat themas if they were not
st at ed.

(h) Disposition of docunents follow ng di shonor.--An issuer
t hat has di shonored a presentation shall return the docunents or
hold them at the disposal of, and send advice to that effect to,
the presenter.

(i) Certain consequences of honor.--An issuer that has
honored a presentation as permitted or required by this
di vi si on:

(1) is entitled to be reinbursed by the applicant in
i mredi ately avail able funds not later than the date of its
paynment of funds;

(2) takes the docunents free of clains of the
beneficiary or presenter;

(3) is precluded fromasserting a right of recourse on a
draft under sections 3414 (relating to obligation of drawer)
and 3415 (relating to obligation of indorser);

(4) except as otherwi se provided in sections 5110
(relating to warranties) and 5117 (relating to subrogation of
i ssuer, applicant and nom nated person), is precluded from
restitution of noney paid or other val ue given by m stake to
the extent the m stake concerns discrepancies in the

docunents or tender which are apparent on the face of the
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presentation; and
(5) is discharged to the extent of its perfornmance under
the letter of credit.
§ 5109. Fraud and forgery.

(a) Fraud and forgery generally.--1f a presentation is made
that appears on its face strictly to conply with the terns and
conditions of the letter of credit, but a required docunment is
forged or materially fraudulent, or honor of the presentation
woul d facilitate a material fraud by the beneficiary on the
i ssuer or applicant:

(1) the issuer shall honor the presentation, if honor is
demanded by:

(1) a nom nated person who has given val ue in good
faith and without notice of forgery or material fraud,

(i1i) a confirmer who has honored its confirmation in
good faith

(tii1) a holder in due course of a draft drawn under
the letter of credit which was taken after acceptance by
the i ssuer or nom nated person; or

(iv) an assignee of the issuer's or nom nated
person's deferred obligation that was taken for val ue and
wi t hout notice of forgery or material fraud after the
obligation was incurred by the issuer or nom nated
per son; and
(2) the issuer, acting in good faith, may honor or

di shonor the presentation in any other case.

(b) Conditions for injunction.--I1f an applicant clains that
a required docunent is forged or materially fraudul ent or that
honor of the presentation would facilitate a material fraud by

the beneficiary on the issuer or applicant, a court of conpetent
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jurisdiction may tenporarily or permanently enjoin the issuer
from honoring a presentation or grant simlar relief against the
i ssuer or other persons only if the court finds that:

(1) the relief is not prohibited under the | aw
applicable to an accepted draft or deferred obligation
incurred by the issuer;

(2) a beneficiary, issuer or nom nated person who may be
adversely affected is adequately protected agai nst | oss that
it my suffer because the relief is granted;

(3) all of the conditions to entitle a person to the
relief under the |law of this Commonweal th have been net; and

(4) on the basis of the information subnmtted to the
court, the applicant is nore likely than not to succeed under
its claimof forgery or material fraud and the person
demandi ng honor does not qualify for protection under
subsection (a)(1).

§ 5110. Warranti es.
(a) Warranties generally.--1f its presentation is honored,
the beneficiary warrants:

(1) to the issuer, any other person to whom presentation
is made and the applicant that there is no fraud or forgery
of the kind described in section 5109(a) (relating to fraud
and forgery generally); and

(2) to the applicant that the drawi ng does not violate
any agreenment between the applicant and beneficiary or any
ot her agreenent intended by themto be augnented by the
letter of credit.

(b) Warranties arising under other divisions.--The
warranties in subsection (a) are in addition to warranties

arising under Divisions 3 (relating to negotiable instrunents),
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4 (relating to bank deposits and collections), 7 (relating to
war ehouse receipts, bills of |ading and ot her docunents of
title) and 8 (relating to investnent securities) because of the
presentation or transfer of docunents covered by any of those
di vi si ons.

§ 5111. Renedi es.

(a) Wongful dishonor or repudiation before presentation.--
If an issuer wongfully dishonors or repudiates its obligation
to pay noney under a letter of credit before presentation, the
beneficiary, successor or nom nated person presenting on its own
behal f may recover fromthe issuer the anount that is the
subj ect of the dishonor or repudiation. If the issuer's
obligation under the letter of credit is not for the paynent of
noney, the claimant nay obtain specific perfornmance or, at the
claimant's el ection, recover an anount equal to the val ue of
performance fromthe issuer. In either case, the clainmant may
al so recover incidental but not consequential damages. The
claimant is not obligated to take action to avoi d damages t hat
m ght be due fromthe issuer under this subsection. If, although
not obligated to do so, the claimant avoi ds damages, the
claimant's recovery fromthe issuer nust be reduced by the
anount of danmages avoi ded. The issuer has the burden of proving
t he amobunt of dammges avoided. In the case of repudiation the
cl ai mant need not present any docunent.

(b) Wongful dishonor upon presentation; wongful honor.--1f
an issuer wongfully dishonors a draft or demand presented under
a letter of credit or honors a draft or demand in breach of its
obligation to the applicant, the applicant may recover damages
resulting fromthe breach, including incidental but not

consequenti al danmages, |ess any anount saved as a result of the
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br each.

(c) Certain other breaches.--1f an adviser or nom nated
person other than a confirmer breaches an obligation under this
di vision or an issuer breaches an obligation not covered in
subsection (a) or (b), a person to whomthe obligation is owed
may recover damages resulting fromthe breach, including
i ncidental but not consequential danmages, |ess any anount saved
as a result of the breach. To the extent of the confirmation, a
confirmer has the liability of an issuer specified in this
subsecti on and subsections (a) and (b).

(d) Interest.--An issuer, noni nated person or advisor who is
found |iabl e under subsection (a), (b) or (c) shall pay interest
on the amount owed thereunder fromthe date of wongful dishonor
or other appropriate date.

(e) Attorney fees.--Reasonable attorney fees and ot her
expenses of litigation nmay be awarded to the prevailing party in
an action in which a renedy is sought under this division.

(f) Liquidated damages. --Damages that woul d ot herw se be
payabl e by a party for breach of an obligation under this
di vision may be |iquidated by agreenment or undertaking, but only
in an anount or by a formula that is reasonable in |ight of the
harm anti ci pat ed.

8§ 5112. Transfer of letter of credit.

(a) Transfer generally.--Except as otherw se provided in
section 5113 (relating to transfer by operation of |aw), unless
a letter of credit provides that it is transferable, the right
of a beneficiary to draw or otherw se denmand perfornance under a
letter of credit may not be transferred.

(b) Limtations on duty to recognize or carry out a

transfer.--Even if a letter of credit provides that it is
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transferable, the issuer nmay refuse to recognize or carry out a
transfer if:
(1) the transfer would violate applicable |aw, or
(2) the transferor or transferee has failed to conply
with any requirenment stated in the letter of credit or any
other requirenment relating to transfer inposed by the issuer
which is within the standard practice referred to in section

5108(e) (relating to standard practice and role of court) or

is otherw se reasonabl e under the circunstances.
8§ 5113. Transfer by operation of |aw

(a) Undisclosed successor.--A successor of a beneficiary may
consent to anendnents, sign and present docunments and receive
paynment or other itens of value in the name of the beneficiary
wi thout disclosing its status as a successor.

(b) Disclosed successor.--A successor of a beneficiary may
consent to anendnents, sign and present docunments and receive
paynent or other itens of value in its own nanme as the discl osed
successor of the beneficiary. Except as otherw se provided in
subsection (e), an issuer shall recognize a disclosed successor
of a beneficiary as beneficiary in full substitution for its
predecessor upon conpliance with the requirenents for
recognition by the issuer of a transfer of drawing rights by
operation of |aw under the standard practice referred to in
section 5108(e) (relating to standard practice and rol e of
court) or, in the absence of such a practice, conpliance with
ot her reasonabl e procedures sufficient to protect the issuer.

(c) Determ nation of successor status, signature.--An issuer
is not obliged to determ ne whether a purported successor is a
successor of a beneficiary or whether the signature of a

pur ported successor is genuine or authorized.
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(d) Effect of honor of presentation by purported
successor. - - Honor of a purported successor's apparently
conpl ying presentation under subsection (a) or (b) has the
consequences specified in section 5108(i) (relating to certain
consequences of honor) even if the purported successor is not
t he successor of a beneficiary. Docunents signed in the nane of
the beneficiary or of a disclosed successor by a person who is
nei ther the beneficiary nor the successor of the beneficiary are
forged docunents for the purposes of section 5109 (relating to
fraud and forgery).

(e) Right to decline to recognize presentation.--An issuer
whose rights of reinbursenment are not covered by subsection (d)
or substantially simlar |aw and any confirner or nom nated
person may decline to recognize a presentation under subsection
(b).

(f) Change of name.--A beneficiary whose nane is changed
after the issuance of a letter of credit has the same rights and
obl i gations as a successor of a beneficiary under this section.
8§ 5114. Assignnment of proceeds.

(a) Definition.--As used in this section, the term "proceeds
of a letter of credit" neans the cash, check, accepted draft or
other item of value paid or delivered upon honor or giving of
val ue by the issuer or any nom nated person under the letter of
credit. The term does not include a beneficiary's drawing rights
or docunents presented by the beneficiary.

(b) Beneficiary's right to assign proceeds.--A beneficiary
may assign its right to part or all of the proceeds of a letter
of credit. The beneficiary nay do so before presentation as a
present assignnent of its right to receive proceeds contingent

upon its conpliance with the ternms and conditions of the letter
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of credit.

(c) Recognition of assignment of proceeds.--An issuer or
nom nat ed person need not recogni ze an assi gnnent of proceeds of
a letter of credit until it consents to the assignnent.

(d) Consent to assignnent of proceeds.--An issuer or
nom nat ed person has no obligation to give or withhold its
consent to an assignment of proceeds of a letter of credit, but
consent may not be unreasonably withheld if the assignee
possesses and exhibits the letter of credit and presentati on of
the letter of credit is a condition to honor.

(e) Rights of transferee beneficiary or nom nated person. --
Ri ghts of a transferee beneficiary or nom nated person are
i ndependent of the beneficiary's assignnment of the proceeds of a
letter of credit and are superior to the assignee's right to the
pr oceeds.

(f) Certain rights not affected; relationship to D vision
9.--Neither the rights recognized by this section between an
assi gnee and an issuer, transferee beneficiary or nom nated
person nor the issuer's or nom nated person's paynent of
proceeds to an assignee or a third person affect the rights
bet ween the assi gnee and any person other than the issuer,
transferee beneficiary or nom nated person. The node of creating
and perfecting a security interest in or granting an assi gnment
of a beneficiary's right to proceeds is governed by Division 9
(relating to secured transactions; sales of accounts, contract
rights and chattel paper) or other |aw. Against persons other
than the issuer, transferee beneficiary or nom nated person, the
rights and obligations arising upon the creation of a security
interest or other assignnment of a beneficiary's right to

proceeds and its perfection are governed by Division 9 or other
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I aw.
§ 5115. Statute of limtations.

An action to enforce a right or obligation arising under this
di vi sion nmust be comrenced within one year after the expiration
date of the relevant letter of credit or one year after the
cause of action accrues, whichever occurs later. A cause of
action accrues when the breach occurs, regardl ess of the
aggrieved party's lack of know edge of the breach, except that,
in the event of a fraud or forgery adversely affecting the
aggrieved party, a cause of action accrues on the earlier of the
date on which the fraud or forgery was di scovered by the
aggrieved party or the date on which the fraud or forgery could
have been di scovered by the aggrieved party by the exercise of
reasonabl e diligence.

§ 5116. Choice of |law and forum

(a) Express choice of law.--The liability of an issuer,
nom nat ed person or advisor for action or om ssion is governed
by the | aw of the jurisdiction chosen by an agreenent in the
formof a record signed or otherw se authenticated by the
affected parties in the manner provided in section 5104
(relating to formal requirenents) or by a provision in the
person's letter of credit, confirmation or other undertaking.
The jurisdiction whose law is chosen need not bear any relation
to the transaction.

(b) Governing | aw ot herw se.--Unl ess subsection (a) applies,
the liability of an issuer, nom nated person or adviser for
action or omssion is governed by the law of the jurisdiction in
whi ch the person is |located. The person is considered to be
| ocated at the address indicated in the person's undertaking. If

nore than one address is indicated, the person is considered to
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be | ocated at the address from which the person's undert aking
was i ssued. For the purpose of jurisdiction, choice of |aw and
recognition of interbranch letters of credit, but not
enforcenment of a judgnent, all branches of a bank are consi dered
separate juridical entities and a bank is considered to be

| ocated at the place where its relevant branch is considered to
be | ocated under this subsection.

(c) Role of customor practice.--Except as otherw se
provided in this subsection, the liability of an issuer,
nom nat ed person or adviser is governed by any rules of custom
or practice, such as the Uniform Custons and Practice for
Docunentary Credits, to which the letter of credit, confirmation
or other undertaking is expressly nade subject. |f:

(1) this division would govern the liability of an
i ssuer, nom nated person or advi ser under subsection (a) or
(b);
(2) the relevant undertaking incorporates rules of
custom or practice; and
(3) there is conflict between this division and those
rul es as applied to that undert aking;
t hose rul es govern except to the extent of any conflict with the
nonvari abl e provi sions specified in section 5103(c) (relating to
vari ation by agreenent or undertaking).

(d) Conflict with certain other divisions.--If there is
conflict between this division and Division 3 (relating to
negoti abl e instrunments), 4 (relating to bank deposits and
collections), 4A (relating to funds transfers) or 9 (relating to
secured transactions; sales of accounts, contract rights and
chattel paper), this division governs.

(e) Forum--The forumfor settling disputes arising out of
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an undertaking within this division nay be chosen in the manner
and with the binding effect that governing | aw nay be chosen in
accordance with subsection (a).

§ 5117. Subrogation of issuer, applicant and nom nated person.

(a) Subrogation rights of issuer.--An issuer that honors a
beneficiary's presentation is subrogated to the rights of the
beneficiary to the same extent as if the issuer were a secondary
obl i gor of the underlying obligation owed to the beneficiary and
of the applicant to the sanme extent as if the issuer were the
secondary obligor of the underlying obligation owed to the
appl i cant.

(b) Subrogation rights of applicant.--An applicant that
rei nburses an issuer is subrogated to the rights of the issuer
agai nst any beneficiary, presenter or nom nated person to the
same extent as if the applicant were the secondary obligor of
the obligations owed to the issuer and has the rights of
subrogation of the issuer to the rights of the beneficiary
stated in subsection (a).

(c) Subrogation rights of nom nated person.--A nom nat ed
per son who pays or gives value against a draft or demand
presented under a letter of credit is subrogated to the rights
of :

(1) the issuer against the applicant to the sane extent
as if the nom nated person were a secondary obligor of the
obligation owed to the issuer by the applicant;

(2) the beneficiary to the sane extent as if the
nom nat ed person were a secondary obligor of the underlying
obligation owed to the beneficiary; and

(3) the applicant to the sanme extent as if the nom nated

person were a secondary obligor of the underlying obligation
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owed to the applicant.

(d) Tinme at which subrogation rights arise.--Notw thstandi ng
any agreenment or termto the contrary, the rights of subrogation
stated in subsections (a) and (b) do not arise until the issuer
honors the letter of credit or otherw se pays and the rights in
subsection (c) do not arise until the nom nated person pays or
ot herwi se gives value. Until then, the issuer, non nated person
and the applicant do not derive under this section present or
prospective rights formng the basis of a claim defense or
excuse.

8§ 5118. Security interest of issuer or nom nated person.

(a) GCeneral rule.--An issuer or nom nated person has a
security interest in a docunent presented under a |letter of
credit to the extent that the issuer or nom nated person honors
or gives value for the presentation.

(b) Duration.--So long as and to the extent that an issuer
or nomi nated person has not been reinbursed or has not otherw se
recovered the value given with respect to a security interest in
a docunent under subsection (a), the security interest continues
and is subject to Division 9 (relating to secured transactions),
but :

(1) a security agreenment is not necessary to nake the
security interest enforceabl e under section 9203(b)(3)
(relating to attachnment and enforceability of security
i nterest; proceeds; supporting obligations; fornal
requisites);

(2) if the docunent is presented in a medi um other than
a witten or other tangible nmedium the security interest is
perfected; and

(3) if the docunent is presented in a witten or other
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tangi ble mediumand is not a certificated security, chattel
paper, a docunment of title, an instrument or a letter of
credit, the security interest is perfected and has priority
over a conflicting security interest in the docunent so |ong
as the debtor does not have possession of the docunent.
Section 14. Sections 7503(a)(1), 8102(a) introductory

par agr aph, 8103(f), 8106(d) and (f), 8110(e), 8301(a)(3),

8302(a) and 8510 of Title 13 are anended to read:

§ 7503. Docunent of title to goods defeated in certain cases.
(a) Prior legal or perfected security interest.--A docunent

of title confers no right in goods against a person who before

i ssuance of the docunent had a legal interest or a perfected

security interest in themand who neither:

(1) delivered or entrusted them or any docunent of title
covering themto the bailor or his nomnee with actual or
apparent authority to ship, store or sell or with power to
obtain delivery under this division (section 7403 (relating
to obligation of warehouseman or carrier to deliver; excuse))
or with power of disposition under this title (section 2403
(relating to power to transfer; good faith purchase of goods;
"entrusting”) and section [9307] 9320 (relating to
[protection of buyers] buyer of goods)) or other statute or
rule of |aw, nor

* x *

§ 8102. Definitions.

(a) Definitions.--The foll owi ng words and phrases when used
in this division shall have[, unless the context clearly
i ndi cates otherwi se,] the nmeanings given to themin this

subsecti on:

* * %
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8§ 8103. Rules for determ ning whether certain obligations and
interests are securities or financial assets.
* x *
(f) Commodity contract.--A commodity contract, as defined in
section [9115 (relating to investnment property)] 9102(a)

(relating to definitions and i ndex of definitions), is not a

security or a financial asset.
§ 8106. Control.
* %
(d) "Control"™ of security entitlenment.--A purchaser has
"control" of a security entitlenment if:
(1) the purchaser becones the entitlenent holder; [or]
(2) the securities internediary has agreed that it wll
conply with entitlenent orders originated by the purchaser
wi t hout further consent by the entitlenment holder[.]; or

(3) another person has control of the security

entitl enent on behalf of the purchaser or, having previously

acquired control of the security entitl enent, acknow edges

that it has control on behalf of the purchaser.

* * %

(f) Purchaser under subsection (c)[(2)] or (d)[(2)].--A
pur chaser who has satisfied the requirenments of subsection
(c)[(2)] or (d)[(2)] has control even if the registered owner in
t he case of subsection (c)[(2)] or the entitlenment holder in the
case of subsection (d)[(2)] retains the right to nake
substitutions for the uncertificated security or security
entitlenment, to originate instructions or entitlenent orders to
the issuer or securities internediary or otherwise to deal wth

the uncertificated security or security entitlenment.

* * %
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§ 8110. Applicability; choice of |aw.

* %

(e) Determnation of "securities intermediary's
jurisdiction".--The following rules determne a "securities
internmediary's jurisdiction" for purposes of this section:

(1) |If an agreenent between the securities internediary
and its entitlenment holder [specifies that it is governed by
the law of a particular jurisdiction, that jurisdiction is
the securities internmediary's jurisdiction.

(2) If] governing the securities account expressly

provides that a particular jurisdiction is the securities

internediary's jurisdiction for purposes of this chapter,

this division, or this title, that jurisdiction is the

securities internediary's jurisdiction.

(2) |If paragraph (1) does not apply and an agr eenent

bet ween the securities internediary and its entitl enent

hol der governi ng the securities account expressly provides

that the agreenent is governed by the | aw of a particul ar

jurisdiction, that jurisdiction is the securities

internediary's jurisdiction.

(3) |If neither paragraph (1) nor paragraph (2) applies

and an agreenent between the securities internediary and its
entitlement hol der [does not specify the governing | aw as
provi ded in paragraph (1), but expressly specifies] governing

the securities account expressly provides that the securities

account is maintained at an office in a particular
jurisdiction, that jurisdiction is the securities
internmediary's jurisdiction.

[(3) If an agreenent between the securities intermnediary

and its entitlenment hol der does not specify a jurisdiction as
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provided in paragraph (1) or (2)] (4) 1f none of the

precedi ng paragraphs applies, the securities intermediary's

jurisdiction is the jurisdiction in which [is |ocated] the
office identified in an account statenent as the office
serving the entitlenent holder's account is |ocated.

[(4) 1f an agreenent between the securities intermediary
and its entitlenment hol der does not specify a jurisdiction as
provided in paragraph (1) or (2) and an account statenent

does not identify an office serving the entitlenent hol der's

account as provided in paragraph (3)] (5) If none of the

precedi ng paragraphs applies, the securities internmediary's

jurisdiction is the jurisdiction in which [is |ocated] the
chi ef executive office of the securities internediary is

| ocat ed.

§ 8301. Delivery.

(a) Delivery of certificated security.--Delivery of a

certificated security to a purchaser occurs when:

* * %

(3) a securities internmediary acting on behalf of the
pur chaser acquires possession of the security certificate,
only if the certificate is in registered formand [ has been
specially indorsed to the purchaser by an effective
i ndorsenent.] is:

(i) reqgistered in the nane of the purchaser;

(ii) payable to the order of the purchaser; or

(iii) specially indorsed to the purchaser by an

effecti ve i ndorsenent and has not been indorsed to the

securities internediary or in bl ank.

* * %
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§ 8302. Rights of purchaser.
(a) Rights acquired by purchaser.--Except as otherw se

provi ded in subsections (b) and (c), [upon delivery] a purchaser

of a certificated or uncertificated security [to a purchaser
the purchaser] acquires all rights in the security that the
transferor had or had power to transfer.
* %
8§ 8510. Rights of purchaser of security entitlenment from
entitlement hol der.
(a) Action based on adverse claimto financial asset or

security entitlement.--[An] In _a case not covered by the

priority rules in Division 9 (relating to secured transacti ons)

or the rules stated in subsection (c), an action based on an

adverse claimto a financial asset or security entitlenent,
whet her franed in conversion, replevin, constructive trust,
equitable lien or other theory, may not be asserted against a
per son who purchases a security entitlenment, or an interest
therein, froman entitlenment holder if the purchaser gives
val ue, does not have notice of the adverse claimand obtains
control

(b) When adverse claimcannot be asserted.--I1f an adverse
cl ai m coul d not have been asserted agai nst an entitlenent hol der
under section 8502 (relating to assertion of adverse claim
agai nst entitlenment holder), the adverse clai mcannot be
asserted agai nst a person who purchases a security entitlenent,
or an interest therein, fromthe entitlenment hol der.

(c) Rules of priority.--In a case not covered by the
priority rules in Division 9 [(relating to secured transacti ons;
sal es of accounts, contract rights and chattel paper)], a

purchaser for value of a security entitlenment, or an interest
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therein, who obtains control has priority over a purchaser of
security entitlement, or an interest therein, who does not

obtain control. [Purchasers] Except as otherw se provided in

subsection (d), purchasers who have control rank [equally,

except that a] according to priority in tinme of:

(1) the purchaser's beconi ng the person for whomthe

securities account, in which the security entitlenent is

carried, is maintained, if the purchaser obtai ned control

under section 8106(d)(1) (relating to control);

(2) the securities internediary's agreenent to conply

with the purchaser's entitlenent orders with respect to

security entitlenents carried or to be carried in the

securities account in which the security entitlenent is

carried, if the purchaser obtained control under section

8106(d)(2); or

(3) if the purchaser obtai ned control through another

person under section 8106(d)(3), the tine on which priority

woul d be based under this subsection if the other person we

a

re

the secured party.

(d) Securities internediary.--A securities internediary as

purchaser has priority over a conflicting purchaser who has
control unless otherw se agreed by the securities intermediary
Section 15. Division 9 of Title 13 is repeal ed.
Section 16. Title 13 is anended by adding a division to
read:
D VISION 9
SECURED TRANSACTI ONS
CHAPTER 91
CENERAL PROVI SI ONS

Subchapt er
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A. Short Title, Definitions and General Concepts
B. Applicability of D vision
SUBCHAPTER A
SHORT TI TLE, DEFI NI TI ONS AND GENERAL CONCEPTS
Sec.
9101. Short title of division.
9102. Definitions and index of definitions.
9103. Purchase-noney security interest; application of
paynments; burden of establishing.
9104. Control of deposit account.
9105. Control of electronic chattel paper.
9106. Control of investnent property.
9107. Control of letter-of-credit right.
9108. Sufficiency of description.
§ 9101. Short title of division.

This division shall be known and may be cited as the Uniform
Commerci al Code, Division 9, Secured Transacti ons.

§ 9102. Definitions and index of definitions.

(a) Division 9 definitions.--The foll ow ng words and phrases
when used in this division shall have the nmeani ngs given to them
in this subsection:

"Accession."” Goods which are physically united with other
goods in such a manner that the identity of the original goods
is not |ost.

“Account . "

(1) Except as used in "account for," a right to paynent
of a nonetary obligation, whether or not earned by
per f or mance:

(1) for property which has been or is to be sold,

| eased, licensed, assigned or otherw se di sposed of;
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(ii) for services rendered or to be rendered;

(itiit) for a policy of insurance issued or to be
i ssued;

(iv) for a secondary obligation incurred or to be
i ncurr ed;

(v) for energy provided 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 winnings in a lottery or other gane of
chance operated or sponsored by a state, governnental
unit of a state or person licensed or authorized to
operate the gane by a state or governnmental unit of a
state.

(2) The termincludes health-care-insurance receivabl es.
(3) The term does not include:

(i) rights to paynent evidenced by chattel paper or
an instrunent;

(ii) comercial tort clainms;

(ii1) deposit accounts;

(iv) investnment property;

(v) letter-of-credit right 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."™ A person obligated on an account, chattel

30 paper or general intangible. The term does not include persons
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obligated to pay a negotiable instrunent, even if the instrunent
constitutes part of chattel paper.

"Accounting." Except as used in "accounting for," a record:

(1) authenticated by a secured party;

(2) 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

(3) identifying the conponents of the obligations in
reasonabl e detail .

"Agricultural lien." An interest, other than a security
interest, in farm products:

(1) 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;

(2) which is created by statute in favor of a person
t hat :

(i) in the ordinary course of its business furnished

goods or services to a debtor in connection with a

debtor's farm ng operation; or

(i1i) leased real property to a debtor in connection
with the debtor's farm ng operation; and

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

"As-extracted collateral.” Any of the follow ng:

(1) G, gas or other mnerals which are subject to a

security interest which:

(i) 1is created by a debtor having an interest in the
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m neral s before extraction; and
(ii) attaches to the mnerals as extracted.
(2) Accounts arising out of the sale at the well head or

m nehead of oil, gas or other mnerals in which the debtor

had an interest before extraction.

"Aut henticate." To:

(i) sign; or

(i1i) execute or otherw se adopt a synbol, or encrypt
or simlarly process a record in whole or in part, with
the present intent of the authenticating person to
identify the person and adopt or accept a record.

"Bank." An organization which is engaged in the business of
banki ng. The term i ncludes any savings bank, savings and | oan
association, credit union or trust conpany.

"Cash proceeds."” Proceeds which are noney, checks, deposit
accounts or the |iKke.

"Certificate of title." A certificate of title with respect
to which a statute provides for the security interest in
guestion 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.

"Chattel paper.” A record or records which 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 |icense of
software used in the goods, a | ease of specific goods, or a
| ease of specific goods and |icense of software used in the
goods. In this definition, "nonetary obligation" neans a
nonet ary obligation secured by the goods or owed under a | ease

of the goods and includes a nonetary obligation with respect to
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software used in the goods. The term does not include charters
or other contracts involving the use or hire of a vessel or
records which 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. If a transaction is evidenced by records that
i nclude an instrunment or series of instrunments, the group of
records taken together constitutes chattel paper.
"Col lateral." The property subject to a security interest or
agricultural lien. The termincl udes:
(1) proceeds to which a security interest attaches;
(2) accounts, chattel paper, paynent intangibles and
prom ssory notes which have been sold; and
(3) goods which are the subject of a consignnent.
"Commercial tort claim”™ A claimarising intort with
respect to which:
(1) the claimant is an organi zation; or
(2) the claimant is an individual and the claim
(1) arose in the course of the claimnt's business
or profession; and
(i1i) does not include damages arising out of
personal injury to or the death of an individual.
"Commodi ty account." An account maintained by a commodity
internediary in which a coomodity contract is carried for a
commodity customer
"Commodity contract.”™ A commodity futures contract, an
option on a conmmodity futures contract, a commodity option or
anot her contract, if the contract or option is:
(1) traded on or subject to the rules of a board of
trade whi ch has been designated as a contract market for such

a contract pursuant to Federal comodities |aws; or
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(2) traded on a foreign comodity board of trade,
exchange or market, and carried on the books of a comodity
internmediary for a commodity custoner
"Commodity custoner.” A person for whomor which a comodity

internmediary carries a comodity contract on its books.
"Commodity internediary.” A person that:

(1) is registered as a futures comm ssion nmerchant under
Federal commodities |aw, or

(2) in the ordinary course of its business provides
cl earance or settlenment services for a board of trade which
has been designated as a contract market pursuant to Federal
commodi ties |aw.

"Conmuni cate.” Any of the foll ow ng:

(1) To send a witten or other tangible record.

(2) To transmt a record by any neans agreed upon by the
per sons sending and receiving the record.

(3) In the case of transm ssion of a record to or by a
filing office, to transmt a record by any neans prescri bed
by filing-office rule.

"Consignee."” A nerchant to whom or which goods are delivered
in a consignment.

"Consignnment."” A transaction, regardless of its form in
whi ch a person delivers goods to a nerchant for the purpose of
sale and all of the follow ng apply:

(1) The nerchant:

(i) deals in goods of that kind under a nane ot her
than the nanme of the person nmaking delivery;

(i) is not an auctioneer; and

(ti1) is not generally known by its creditors to be

substantially engaged in selling the goods of others.
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(2) Wth respect to each delivery, the aggregate val ue
of the goods is $1,000 or nore at the tine of delivery.
(3) The goods are not consumer goods i medi ately before
del i very.
(4) The transaction does not create a security interest
whi ch secures an obligation.
"Consignor." A person that delivers goods to a consignee in
a consi gnment .
"Consuner debtor." A debtor in a consuner transaction.
"Consumer goods." Goods which are used or bought for use
primarily for personal, famly or househol d purposes.
"Consumer - goods transaction.” A consuner transaction in
whi ch:
(1) an individual incurs an obligation primrily for
personal, famly or househol d purposes; and
(2) a security interest in consuner goods secures the
obl i gati on.
"Consumner obligor."™ An obligor who:
(1) is an individual; and
(2) incurred the obligation as part of a transaction
entered into primarily for personal, famly or househol d
pur poses.
"Consuner transaction.” A transaction in which:
(1) an individual incurs an obligation primrily for
personal, famly or househol d purposes;
(2) a security interest secures the obligation; and
(3) the collateral is held or acquired primarily for
personal, famly or househol d purposes.
The term i ncl udes consuner-goods transactions.

"Continuation statenment.” An anmendnent of a financing
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statenment which:
(1) identifies, by its file nunber, the initial
financing statenent to which it relates; and
(2) indicates that it is a continuation statenent for
or that it is filed to continue the effectiveness of, the
identified financing statenent.
"Debtor." A
(1) person having an interest, other than a security
interest or other lien, in the collateral, whether or not the
person is an obligor;
(2) seller of accounts, chattel paper, paynent
i ntangi bl es or prom ssory notes; or
(3) consignee.
"Deposit account." A demand, tine, savings, passbook or
simlar account maintained with a bank. The term does not
i ncl ude i nvestnent property or accounts evidenced by an
i nstrunent.
"Docunent."” A docunent of title or a receipt of the type
described in section 7201(b) (relating to storage under
gover nment bond).
"El ectronic chattel paper."” Chattel paper evidenced by a
record consisting of information stored in an el ectronic nmedi um
"Encunbrance.” A right, other than an ownership interest, in
real property. The termincludes a nortgage and any other |ien
on real property.
"Equi prrent. " Goods ot her than inventory, farm products or
consuner goods.
"Farm products."” Goods, other than standing tinber, with
respect to which the debtor is engaged in a farm ng operation

and which are any of the follow ng:
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(1) Crops grown, growing or to be grown, including:
(1) ~crops produced on trees, vines and bushes; and
(1i) aquatic goods produced in aquacul tural
oper at i ons.
(2) Livestock, born or unborn, including aquatic goods
produced in aquacul tural operations.
(3) Supplies used or produced in a farm ng operation.
(4) Products of crops or livestock in their
unmanuf act ured st at es.

"Farm ng operation.” Raising, cultivating, propagating,
fattening or grazing or any other farmng, |ivestock or
aquacul tural operation.

"File nunber.” The nunber assigned to an initial financing
stat ement pursuant to section 9519(a) (relating to filing office
duties).

"Filing office.” An office designated in section 9501
(relating to filing office) as the place to file a financing
st at enent .

"Filing-office rule." A rule adopted pursuant to section
9526 (relating to filing-office rules).

"Financing statenent.” A record or records conposed of an
initial financing statenent and any filed record relating to the
initial financing statenent.

"Fixture filing." The filing of a financing statenent:

(1) covering goods which are or are to becone fixtures;
and

(2) satisfying section 9502(a) (relating to sufficiency
of financing statenent) and (b) (relating to real-property-
rel ated financing statenents).

The termincludes the filing of a financing statenment covering
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goods of a transmtting utility which are or are to becone
fixtures.

"Fi xtures." Goods which have becone so related to particul ar
real property that an interest in them arises under real
property | aw.

"CGeneral intangible.” Any personal property, including
things in action, other than accounts, chattel paper, conmerci al
tort clainms, deposit accounts, docunents, goods, instrunents,

i nvestment property, letter-of-credit rights, letters of credit,
noney and oil, gas or other mnerals before extraction. The term
i ncl udes paynent intangi bles and software.

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

"Goods." Al things which are novabl e when a security
i nterest attaches.

(1) The termincludes all of the follow ng:

(1) Fixtures.

(1i) Standing tinber which is to be cut and renoved
under a conveyance or contract for sale.

(ii1) The unborn young of animals.

(iv) Crops grown, growing or to be grown, even if
the crops are produced on trees, vines or bushes.

(v) Manufactured hones.

(vi) A conputer program enbedded in goods and any
supporting informati on provided in connection with a
transaction relating to the programif:

(A) the programis associated with the goods in
such a manner that it customarily is considered part
of the goods; or

(B) by becom ng the owner of the goods, a person
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acquires a right to use the programin connection
wi th the goods.

The term does not include a conputer program enbedded in

goods whi ch consist solely of the nediumin which the program

i s enbedded.

(2) The term does not include accounts, chattel paper,
commercial tort clains, deposit accounts, docunents, general

i ntangi bl es, instrunments, investnent property, letter-of-

credit rights, letters of credit, noney or oil, gas or other

m neral s before extraction.

"Governnmental unit." A subdivision, agency, departnent,
county, parish, nmunicipality or other unit of the governnent of
the United States, a state or a foreign country. The term
i ncl udes an organi zati on having a separate corporate existence
if the organization is eligible to issue debt on which interest
is exenpt frominconme taxation under the |laws of the United
St at es.

"Heal t h-care-insurance receivable.” An interest in or claim
under a policy of insurance which is a right to paynent of a
nonetary obligation for health-care goods or services provided.

"Instrument.” A negotiable instrunent or any other witing
whi ch evidences a right to the paynment of a nonetary obligation,
is not itself a security agreenent or |ease and is of a type
which in ordinary course of business is transferred by delivery
wi th any necessary indorsenent or assignnment. The term does not
i ncl ude:

(1) investnent property;
(2) letters of credit; or
(3) witings which evidence a right to paynent arising

out of the use of a credit or charge card or information
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contai ned on or for use with the card.
"I nventory."” Goods, other than farm products, which:

(1) are |leased by a person as |essor;

(2) are held by a person for sale or |ease or to be
furni shed under a contract of service;

(3) are furnished by a person under a contract of
service; or

(4) consist of raw materials, work in process or
materials used or consuned in a business.

"I nvestnment property.” A security, whether certificated or
uncertificated; security entitlenment; securities account;
commodity contract; or conmodity account.

"Jurisdiction of organization.”" Wth respect to a registered
organi zation, the jurisdiction under whose | aw t he organi zati on
i s organized.

"Letter-of-credit right." A right to paynent or performance
under a letter of credit, whether or not the beneficiary has
demanded or is at the tinme entitled to demand paynent or
performance. The term does not include the right of a
beneficiary to demand paynent or performance under a |letter of
credit.

"Lien creditor.” Any of the follow ng:

(1) A creditor that has acquired a lien on the property

i nvol ved by attachnent, levy or the |ike.

(2) An assignee for benefit of creditors fromthe tine
of assignment.

(3) A trustee in bankruptcy fromthe date of the filing
of the petition.

(4) A receiver in equity fromthe tinme of appointnent.

"“Manuf actured hone." A structure, transportable in one or
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1 nore sections, which, in the traveling node, is eight body feet
2 or nore in width or 40 body feet or nore in length, or, when

3 erected on site, is 320 or nore square feet, and which is built
4 on a permanent chassis and designed to be used as a dwelling

5 with or without a permanent foundation when connected to the

6 required utilities, and includes the plunbing, heating, air-

7 conditioning, and electrical systens contained therein. The term
8 includes any structure that nmeets all of the requirenents of

9 this paragraph except the size requirenments and with respect to
10 which the manufacturer voluntarily files a certification

11 required by the United States Secretary of Housing and Urban

12 Devel opnent and conplies with the standards established under 42
13 US.C (relating to public health and wel fare).

14 "Manuf act ur ed- home transaction.”™ A secured transaction:

15 (1) which creates a purchase-noney security interest in
16 a manuf actured honme, other than a manufactured honme held as
17 i nventory; or

18 (2) in which a manufactured hone, other than a

19 manuf act ured honme held as inventory, is the primry
20 col I ateral
21 "Mortgage." A consensual interest in real property,
22 including fixtures, which secures paynent or performance of an
23 obligation.
24 "New debtor."” A person that beconmes bound as debtor under
25 section 9203(d) (relating to when person becones bound by
26 another person's security agreenment) by a security agreenent
27 previously entered into by another person.
28 "New value."” Any of the follow ng:
29 (1) Money.
30 (2) Mney's worth in property, services or new credit.
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(3) Release by a transferee of an interest in property
previously transferred to the transferee.
The term does not include an obligation substituted for another

obl i gati on.

"Noncash proceeds."” Proceeds other than cash proceeds.

"Obligor." A person that, with respect to an obligation
secured by a security interest in or an agricultural lien on the
col | ateral

(1) owes paynment or other performance of the obligation;
(2) has provided property other than the collateral to
secure paynent or other performance of the obligation; or
(3) is otherw se accountable in whole or in part for
paynment or other performance of the obligation.
The term does not include any issuer or nom nated person under a
letter of credit.

"Original debtor." Except as used in section 9310(c)
(relating to assignnment of perfected security interest), a
person that, as debtor, entered into a security agreenent to
whi ch a new debtor has becone bound under section 9203(d)
(relating to when person becones bound by anot her person's
security agreenent).

"Paynment intangible.” A general intangible under which the
account debtor's principal obligation is a nonetary obligation.

"Person related to." One of the follow ng

(1) Wth respect to an individual:

(1) the spouse of the individual;

(ii) a brother, brother-in-law, sister or sister-in-
| aw of the individual;

(ti1) an ancestor or lineal descendant of the

i ndi vidual or the individual's spouse; or
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(iv) any other relative, by blood or nmarriage, of
the individual or the individual's spouse, who shares the
sane honme with the individual
(2) Wth respect to an organi zati on:

(i) a person directly or indirectly controlling,
controlled by or under conmon control with the
or gani zati on;

(i1i) an officer or director of or a person
performng simlar functions with respect to the
or gani zati on;

(tii) an officer or director of or a person
performng simlar functions with respect to a person
descri bed in subparagraph (i);

(iv) the spouse of an individual described in
subparagraph (i), (ii) or (iii); or

(v) an individual related by blood or marriage to an
i ndi vi dual described in subparagraph (i), (ii), (iii) or
(iv) who shares the sane hone with the individual.

"Proceeds."” Except as used in section 9609(b) (relating to
secured party's right to take possession after default), the
foll ow ng property:

(1) Whatever is acquired upon the sale, |ease, license,
exchange or other disposition of collateral.

(2) Whatever is collected on or distributed on account
of collateral.

(3) Rights arising out of collateral.

(4) To the extent of the value of collateral, clains
arising out of:

(i) loss of the collateral;

(ii) nonconformty of the collateral

20010S0330B0817 - 63 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

(tiit) interference with the use of the collateral;
(iv) defects in the collateral;
(v) infringenment of rights in the collateral; or
(vi) damage to the collateral
(5) To the extent of the value of collateral and to the
extent payable to the debtor or the secured party, insurance
payabl e by reason of:
(i) loss of the collateral;
(ii) nonconformty of the collateral
(iti1) defects in the collateral;
(itv) infringenent of rights in the collateral; or
(v) danmage to the collateral
"Prom ssory note." An instrunment which
(1) evidences a pronise to pay a nonetary obligation;
(2) does not evidence an order to pay; and
(3) does not contain an acknow edgnment by a bank that
t he bank has received for deposit a sum of noney or funds.
"Proposal ." A record authenticated by a secured party which
i ncludes the terns on which the secured party is willing to
accept collateral in full or partial satisfaction of the
obligation it secures under sections 9620 (relating to
acceptance of collateral in full or partial satisfaction of
obl i gation; conpul sory disposition of collateral), 9621
(relating to notification of proposal to accept collateral) and
9622 (relating to effect of acceptance of collateral).
"Public-finance transaction.”™ A secured transaction in
connection with which all of the follow ng apply:
(1) Debt securities are issued.
(2) Al or a portion of the securities issued have an

initial stated maturity of at |east 20 years.
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(3) Any of the following is a state or a governnenta
unit of a state:
(i) The debtor.
(1i) The obligor.
(i1i1) The secured party.
(iv) The account debtor or other person obligated on
col | ateral
(v) The assignor or assignee of a secured
obl i gati on.
(vi) The assignor or assignee of a security
i nterest.

"Pursuant to commtnent.” Wth respect to an advance nade or
ot her value given by a secured party, 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 may relieve the secured party fromits obligation

"Record." Except as used in "for record,"” "of record,"”

"record or legal title" or "record owner," either of the
fol | ow ng:
(1) Information which is inscribed on a tangi ble nmedi um
(2) Information which is:
(i) stored in an electronic or other nedium and
(ii) retrievable in perceivable form
"Regi stered organi zation.” An organi zation organi zed sol ely
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 showi ng the organi zati on to have been organi zed.
"Secondary obligor." An obligor to the extent that:

(1) the obligor's obligation is secondary; or

(2) the obligor has a right of recourse with respect to
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1 an obligation secured by collateral against the debtor or

2 anot her obligor or property of either.

3 "Secured party.” Any of the follow ng:

4 (1) A person in whose favor a security interest is

5 created or provided for under a security agreenent, whether

6 or not any obligation to be secured is outstanding.

7 (2) A person that holds an agricultural lien.

8 (3) A consignor.

9 (4) A person to whom or which accounts, chattel paper

10 paynent intangi bl es or prom ssory notes have been sol d.

11 (5) A trustee, indenture trustee, agent, collateral

12 agent or other representative in whose favor a security

13 interest or agricultural lien is created or provided for.

14 (6) A person that holds a security interest arising

15 under section 2401 (relating to passing of title; reservation
16 for security; limted application of section), 2505 (relating
17 to shipnment by seller under reservation), 2711(c) (relating
18 to security interest of buyer in rejected goods), 2A508(e)

19 (relating to security interest in goods in |lessee's
20 possession), 4210 (relating to security interest of
21 collecting bank in itens, acconpanyi ng docunents and
22 proceeds) or 5118 (relating to security interest of issuer or
23 nom nat ed person).
24 "Security agreenent.” An agreenment which creates or provides
25 for a security interest.
26 "Send.” In connection with a record or notification:
27 (1) to deposit in the mail, deliver for transm ssion or
28 transmt by any other usual neans of comrunication, wth
29 postage or cost of transm ssion provided for, addressed to
30 any address reasonabl e under the circunstances; or
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(2) to cause the record or notification to be received
within the tinme which it would have been received if properly
sent under paragraph (1).

"Software.” A conputer program and any supporting
i nformation provided in connection with a transaction relating
to the program The term does not include a conputer program
which is included in the definition of goods.

"State.” A state of the United States, the District of
Col unbia, Puerto Rico, the United States Virgin Islands or any
territory or insular possession subject to the jurisdiction of
the United States.

"Supporting obligation.” A letter-of-credit right or
secondary obligation which supports the paynent or performance
of an account, chattel paper, a docunent, a general intangible,
an instrument or investnent property.

"Tangi bl e chattel paper.” Chattel paper evidenced by a
record or records consisting of information which is inscribed
on a tangi bl e nedi um

"Term nation statenment.” An anendnent of a financing
statenment whi ch:

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

(2) indicates either that it is a term nation statenent
or that the identified financing statenent is no | onger
effective.

"Transmtting utility.” A person primarily engaged in the
busi ness of:

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

(2) transmitting conmunications electrically,
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1 el ectromagnetically or by light;

2 (3) transmitting goods by pipeline or sewer; or
3 (4) transmitting or producing and transmtting
4 el ectricity, steam gas or water

5 (b) Definitions in other divisions.--The follow ng
6 definitions in other divisions apply to this division:
7 "Applicant."” Section 5102.

8 "Beneficiary." Section 5102.

9 "Broker." Section 8102.

10 "Certificated security.” Section 8102.

11 "Check." Section 3104.

12 "Clearing corporation.”™ Section 8102.

13 "Contract for sale." Section 2106.

14 "Custoner." Section 4104.

15 "Entitlenment holder." Section 8102.

16 "Fi nanci al asset." Section 8102.

17 "Hol der in due course.” Section 3302.

18 "Issuer.” Wth respect to a letter of credit or letter-of-
19 credit right, section 5102.
20 "Issuer.” Wth respect to a security, section 8201.
21 "Lease." Section 2A1083.
22 "Lease agreenent." Section 2A103.
23 "Lease contract." Section 2A103.
24 "Leasehol d interest." Section 2A103.
25 "Lessee." Section 2A103.
26 "Lessee in ordinary course of business." Section 2A103.
27 "Lessor." Section 2A103.
28 "Lessor's residual interest." Section 2A103.
29 "Letter of credit."” Section 5102.
30 "Merchant." Section 2104.
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"Negotiable instrunent.” Section 3104.

“Nom nat ed person."™ Section 5102.

"Note." Section 3104.

"Proceeds of a letter of credit.” Section 5114.

"Prove." Section 3103.

"Sale."” Section 2106.

"Securities account."” Section 8501.

"Securities internmediary.” Section 8102.

"Security." Section 8102.

"Security certificate.” Section 8102.

"Security entitlenment."” Section 8102.

"Uncertificated security.” Section 8102.

(c) Division 1 definitions and principles.--Division 1
(relating to general provisions) contains general definitions
and principles of construction and interpretation applicable
t hroughout this division.

8§ 9103. Purchase-noney security interest; application of
paynents; burden of establishing.

(a) Definitions.--As used in this section, the follow ng
wor ds and phrases shall have the neanings given to themin this
subsecti on:

"Purchase-noney collateral.” Goods or software which secures
a purchase-noney obligation incurred with respect to that
col | ateral

"Pur chase-noney obligation.”™ An obligation of an obligor
incurred as all or part of the price of the collateral or for
val ue given to enable the debtor to acquire rights in or the use
of the collateral if the value is in fact so used.

(b) Purchase-noney security interest in goods.--A security

interest in goods is a purchase-noney security interest:
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(1) to the extent that the goods are purchase-noney
collateral with respect to that security interest;

(2) if the security interest is in inventory which is or
was purchase-noney collateral, also to the extent that the
security interest secures a purchase-noney obligation
incurred with respect to other inventory in which the secured
party holds or held a purchase-nbney security interest; and

(3) also to the extent that the security interest
secures a purchase-noney obligation incurred with respect to
software in which the secured party holds or held a purchase-
noney security interest.

(c) Purchase-noney security interest in software.--A
security interest in software is a purchase-noney security
interest to the extent that the security interest also secures a
pur chase- noney obligation incurred with respect to goods in
whi ch the secured party holds or held a purchase-noney security
interest if:

(1) the debtor acquired its interest in the software in
an integrated transaction in which it acquired an interest in
t he goods; and

(2) the debtor acquired its interest in the software for
the principal purpose of using the software in the goods.

(d) Consignor's inventory purchase-noney security
interest.--The security interest of a consignor in goods which
are the subject of a consignnment is a purchase-nobney security
interest in inventory.

(e) Application of paynment in nonconsumner-goods
transaction.--1n a transaction other than a consumer-goods
transaction, if the extent to which a security interest is a

pur chase- noney security interest depends on the application of a
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paynent to a particular obligation, the paynment nust be appli ed:

(1) in accordance with any reasonabl e nmethod of
application to which the parties agree;

(2) in the absence of the parties' agreenent to a
reasonabl e nethod, in accordance with any intention of the
obl i gor mani fested at or before the tinme of paynent; or

(3) in the absence of an agreenent to a reasonable
nmet hod and a tinmely nmanifestation of the obligor's intention,
in the follow ng order:

(i) to obligations which are not secured; and
(i) if nore than one obligation is secured, to

obl i gati ons secured by purchase-nobney security interests

in the order in which those obligations were incurred.

(f) No loss of status of purchase-noney security interest in
nonconsumner - goods transaction.--In a transaction other than a
consuner - goods transaction, a purchase-noney security interest
does not lose its status as such even if:

(1) the purchase-noney coll ateral also secures an
obligation which is not a purchase-noney obligation;

(2) collateral which is not purchase-noney coll atera
al so secures the purchase-noney obligation; or

(3) the purchase-noney obligation has been renewed,
refi nanced, consolidated or restructured.

(g) Burden of proof in nonconsuner-goods transaction.--In a
transacti on other than a consuner-goods transaction, a secured
party cl aimng a purchase-noney security interest has the burden
of establishing the extent to which the security interest is a
pur chase- nobney security interest.

(h) Nonconsuner-goods transactions; no inference.--The

[imtation of the rules in subsections (e), (f) and (g) to
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transacti ons ot her than consumer-goods transactions is intended
to leave to the court the determ nation of the proper rules in
consuner - goods transactions. The court may not infer fromthat
[imtation the nature of the proper rule in consuner-goods
transactions and may continue to apply established approaches.
§ 9104. Control of deposit account.

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

(1) the secured party is the bank with which the deposit
account is maintained,

(2) the debtor, secured party and bank have agreed in an
aut henticated record that the bank will conply with
instructions originated by the secured party directing
di sposition of the funds in the deposit account wi thout
further consent by the debtor; or

(3) the secured party becones the bank's custonmer with
respect to the deposit account.

(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 from
t he deposit account.

8§ 9105. Control of electronic chattel paper.

A secured party has control of electronic chattel paper if
the record or records conprising the chattel paper are created,
stored and assigned in such a nmanner that:

(1) a single authoritative copy of the record or records
exi sts which is unique, identifiable and, except as otherw se
provi ded in paragraphs (4), (5 and (6), unalterable;

(2) the authoritative copy identifies the secured party

as the assignee of the record or records;
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(3) the authoritative copy is conmunicated to and
mai nt ai ned by the secured party or its designated custodi an;

(4) copies or revisions which add or change an
identified assignee of the authoritative copy can be nade
only with the participation of the secured party;

(5) each copy of the authoritative copy and any copy of

a copy is readily identifiable as a copy which is not the

authoritative copy; and

(6) any revision of the authoritative copy is readily
identifiable as an authorized or unauthorized revision.
8§ 9106. Control of investnment property.

(a) Control under section 8106.--A person has control of a
certificated security, an uncertificated security or a security
entitlement as provided in section 8106 (relating to control).

(b) Control of commodity contract.--A secured party has
control of a commobdity contract if:

(1) the secured party is the compdity internediary with
whi ch the commodity contract is carried; or
(2) the commodity customer, secured party and conmodity

i nternedi ary have agreed that the comodity internediary wl|

apply any val ue distributed on account of the commodity

contract as directed by the secured party w thout further
consent by the comodity custoner.

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

8§ 9107. Control of letter-of-credit right.

A secured party has control of a letter-of-credit right to
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the extent of any right to paynent or performance by the issuer
or any nom nated person if the issuer or nom nated person has
consented to an assignnment of proceeds of the letter of credit
under section 5114(c) (relating to recognition of assignnment of
proceeds) or otherw se applicable |law or practice.
§ 9108. Sufficiency of description.
(a) Sufficiency of description.--Except as otherw se
provi ded in subsections (c), (d) and (e), a description of
personal or real property is sufficient, whether or not it is
specific, if it reasonably identifies what is described.
(b) Exanples of reasonable identification.--Except as
ot herwi se provided in subsection (d), a description of
collateral reasonably identifies the collateral if it identifies
the coll ateral by:
(1) specific listing;
(2) category;
(3) except as otherwi se provided in subsection (e), a
type of collateral defined in this title;
(4) quantity;
(5) conputational or allocational formula or procedure;
or
(6) except as otherwi se provided in subsection (c), any
other nmethod, if the identity of the collateral is
obj ectively determ nabl e.

(c) Supergeneric description not sufficient.--A description

of collateral as "all the debtor's assets” or "all the debtor's
personal property” or using words of simlar inport does not
reasonably identify the collateral.

(d) Investnent property.--Except as otherwi se provided in

subsection (e), a description of a security entitlenent,
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securities account or commodity account is sufficient if it
descri bes:
(1) the collateral by those ternms or as investnent
property; or
(2) the underlying financial asset or comodity
contract.
(e) When description by type insufficient.--A description
only by type of collateral defined in this title is an
i nsufficient description of:
(1) a conmercial tort claim or
(2) in a consumer transaction, consumer goods, a
security entitlement, a securities account or a conmodity
account .
SUBCHAPTER B
APPLI CABI LI TY OF DI VI SI ON
Sec.
9109. Scope.
9110. Security interests arising under Division 2 or 2A
§ 9109. Scope.
(a) General scope of division.--Except as otherw se provided
in subsections (c) and (d), this division applies to:
(1) a transaction, regardless of its form which creates
a security interest in personal property or fixtures by
contract;
(2) an agricultural lien;
(3) a sale of accounts, chattel paper, paynent
i ntangi bl es or prom ssory notes;
(4) a consignnent;
(5) a security interest arising under section 2401

(relating to passing of title; reservation for security;
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1 limted application of section), 2505 (relating to shipnent

2 by seller under reservation), 2711(c) (relating to security

3 i nterest of buyer in rejected goods) or 2A508(e) (relating to
4 security interest in goods in | essee's possession), as

5 provided in section 9110 (relating to security interests

6 arising under Division 2 or 2A); and

7 (6) a security interest arising under section 4210

8 (relating to security interest of collecting bank in itens,

9 acconpanyi ng docunments and proceeds) or 5118 (relating to

10 security interest of issuer or nom nated person).

11 (b) Security interest in secured obligation.--The

12 application of this division to a security interest in a secured
13 obligation is not affected by the fact that the obligation is

14 itself secured by a transaction or interest to which this

15 division does not apply.

16 (c) Extent to which division does not apply.--This division
17 does not apply to the extent that:

18 (1) a statute, regulation or treaty of the United States
19 preenpts this division;
20 (2) another statute of this Conmonweal th expressly
21 governs the creation, perfection, priority or enforcenent of
22 a security interest created by the Comopnweal th or a
23 governmental unit of the Conmonwealt h;
24 (3) a statute of another state, a foreign country or a
25 governmental unit of another state or a foreign country,
26 other than a statute generally applicable to security
27 i nterests, expressly governs creation, perfection, priority
28 or enforcenent of a security interest created by the state,
29 country or governmental unit; or
30 (4) the rights of a transferee beneficiary or nom nated
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1 person under a letter of credit are independent and superior
2 under section 5114 (relating to assignnent of proceeds).

3 (d) Inapplicability of division.--This division does not

4 apply to any of the follow ng:

5 (1) Alandlord s lien other than an agricultural Iien.

6 (2) Alien, other than an agricultural lien, given by

7 statute or other rule of law for services or materials.

8 Section 9333 (relating to priority of certain liens arising
9 by operation of |law) applies with respect to priority of the
10 l'ien.

11 (3) An assignnent of a claimfor wages, salary or other
12 conpensati on of an enpl oyee.

13 (4) A sale of accounts, chattel paper, paynent

14 i ntangi bl es or prom ssory notes as part of a sale of the

15 busi ness out of which they arose.

16 (5) An assignnent of accounts, chattel paper, paynent

17 i ntangi bl es or prom ssory notes which is for the purpose of
18 col l ection only.

19 (6) An assignnent of a right to paynment under a contract
20 to an assignee that is also obligated to perform under the
21 contract.
22 (7) An assignnent of a single account, paynent
23 i ntangi ble or prom ssory note to an assignee in full or
24 partial satisfaction of a preexisting indebtedness.
25 (8 A transfer of an interest in or an assignnment of a
26 cl ai munder a policy of insurance, other than an assi gnnment
27 by or to a health-care provider of a health-care-insurance
28 recei vabl e and any subsequent assignnment of the right to
29 paynment. Sections 9315 (relating to secured party's rights on
30 di sposition of collateral and in proceeds) and 9322 (relating
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1 to priorities anong conflicting security interests in and

2 agricultural liens on sanme collateral) apply with respect to
3 proceeds and priorities in proceeds.

4 (9) An assignnent of a right represented by a judgnent,
5 ot her than a judgnment taken on a right to paynent which was
6 col I ateral

7 (10) A right of recoupnent or set-off. However:

8 (1) section 9340 (relating to effectiveness of right
9 of recoupnment or set-off against deposit account) applies
10 with respect to the effectiveness of rights of recoupnent
11 or set-off against deposit accounts; and

12 (ii) section 9404 (relating to rights acquired by
13 assi gnee; clains and def enses agai nst assignee) applies
14 with respect to defenses or clains of an account debtor.
15 (11) The creation or transfer of an interest in or lien
16 on real property, including a | ease or rents thereunder,

17 except to the extent that provision is made for:

18 (i) liens on real property in sections 9203

19 (relating to attachnment and enforceability of security
20 i nterest; proceeds; supporting obligations; fornal
21 requi sites) and 9308 (relating to when security interest
22 or agricultural lien is perfected; continuity of
23 perfection);
24 (i) fixtures in section 9334 (relating to priority
25 of security interests in fixtures and crops);
26 (tit) fixture filings in sections 9501 (relating to
27 filing office), 9502 (relating to contents of financing
28 statenment; record of nortgage as financing statenent;
29 time of filing financing statenent), 9512 (relating to
30 anmendnent of financing statenment), 9516 (relating to what
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constitutes filing; effectiveness of filing) and 9519
(relating to nunbering, maintaining and i ndexing records;
comuni cating information provided in records); and

(iv) security agreenents covering personal and rea
property in section 9604 (relating to procedure if
security agreenment covers real property or fixtures).

(12) An assignnment of a claimarising in tort, other
than a cormercial tort claim Sections 9315 and 9322 apply
with respect to proceeds and priorities in proceeds.

(13) An assignment of a deposit account in a consuner
transacti on. Sections 9315 and 9322 apply with respect to
proceeds and priorities in proceeds.

(14) A security interest in intangible transition
property, as defined in 66 Pa.C. S. § 2812(g) (relating to
approval of transition bonds), to the extent that such
security interest is governed by 66 Pa.C. S. 8§ 2812 rat her
than by this title.

8§ 9110. Security interests arising under Division 2 or 2A

A security interest arising under section 2401 (relating to

passing of title; reservation for security; limted application
of section), 2505 (relating to shipnment by seller under
reservation), 2711(c) (relating to security interest of buyer in
rej ected goods) or 2A508(e) (relating to security interest in
goods in | essee's possession) is subject to this division.

However, until the debtor obtains possession of the goods:

(1) the security interest is enforceable, even if
section 9203(b)(3) (relating to enforceability) has not been
sati sfi ed,

(2) filing is not required to perfect the security

i nterest;
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1 (3) the rights of the secured party after default by the
2 debtor are governed by Division 2 (relating to sales) or 2A
3 (relating to | eases); and

4 (4) the security interest has priority over a

5 conflicting security interest created by the debtor.

6 CHAPTER 92

7 EFFECTI VENESS OF SECURI TY AGREEMENT, ATTACHVENT OF SECURI TY
8 | NTEREST AND RI GHTS OF PARTIES TO SECURI TY AGREEMENT

9 Subchapt er

10 A. Effectiveness and Attachnent

11 B. Rights and Duties

12 SUBCHAPTER A

13 EFFECTI VENESS AND ATTACHVENT

14 Sec.

15 9201. GCeneral effectiveness of security agreenent.

16 9202. Title to collateral inmmaterial.

17 9203. Attachnment and enforceability of security interest;

18 proceeds; supporting obligations; formal requisites.
19 9204. After-acquired property; future advances.
20 9205. Use or disposition of collateral permni ssible.
21 9206. Security interest arising in purchase or delivery of
22 financial asset.
23 § 9201. Ceneral effectiveness of security agreenent.
24 (a) GCeneral effectiveness.--Except as otherw se provided in
25 this title, a security agreenent is effective according to its
26 terns between the parties, against purchasers of the coll ateral
27 and against creditors.
28 (b) Applicable consunmer |aws and other |aw. --A transaction
29 subject to this division is subject to:
30 (1) any applicable rule of |Iaw which establishes a
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different rule for consuners;

(2) any other statute or regulation of the Commonweal th
whi ch regul ates the rates, charges, agreenents and practices
for loans, credit sales or other extensions of credit; and

(3) any consuner protection statute or regulation of the
Conmonweal t h.

(c) Oher applicable aw controls.--1n case of conflict
between this division and a rule of |law, statute or regulation
descri bed in subsection (b), the rule of law, statute or
regul ation controls. Failure to conply with a statute or
regul ati on described in subsection (b) has only the effect the
statute or regul ation specifies.

(d) Further deference to other applicable |law --This
di vi si on does not:

(1) validate any rate, charge, agreenent or practice
which violates a rule of law, statute or regul ation descri bed
in subsection (b); or

(2) extend the application of the rule of law, statute
or regulation to a transaction not otherw se subject to it.

§ 9202. Title to collateral immterial.

Except as otherwi se provided with respect to consignnments or
sal es of accounts, chattel paper, paynent intangibles or
prom ssory notes, the provisions of this division with regard to
rights and obligations apply whether title to collateral is in
the secured party or the debtor.

§ 9203. Attachnment and enforceability of security interest;
proceeds; supporting obligations; formal requisites.

(a) Attachment.--A security interest attaches to collatera
when it becomes enforceabl e against the debtor with respect to

the collateral unless an agreenent expressly postpones the tine
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1 of attachnent.

2 (b) Enforceability.--Except as otherw se provided in

3 subsections (c) through (i), a security interest is enforceable
4 against the debtor and third parties with respect to the

5 collateral only if all of the follow ng apply:

6 (1) Value has been given.

7 (2) The debtor has rights in the collateral or the power
8 to transfer rights in the collateral to a secured party.

9 (3) One of the following conditions is net:

10 (1) The debtor has authenticated a security

11 agreenent which provides a description of the coll ateral
12 and, if the security interest covers tinber to be cut, a
13 description of the |and concerned.

14 (i1i) The collateral is not a certificated security
15 and is in the possession of the secured party under

16 section 9313 (relating to when possession by or delivery
17 to secured party perfects security interest wthout

18 filing) pursuant to the debtor's security agreenent.

19 (ti1) The collateral is a certificated security in
20 regi stered formand the security certificate has been
21 delivered to the secured party under section 8301
22 (relating to delivery) pursuant to the debtor's security
23 agr eenent .
24 (iv) The collateral is deposit accounts, electronic
25 chattel paper, investnent property or letter-of-credit
26 rights, and the secured party has control under section
27 9104 (relating to control of deposit account), 9105
28 (relating to control of electronic chattel paper), 9106
29 (relating to control of investnment property) or 9107
30 (relating to control of letter-of-credit right) pursuant
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to the debtor's security agreenent.

(c) Oher Title 13 provisions.--Subsection (b) is subject to
sections 4210 (relating to security interest of collecting bank
in itenms, acconpanyi ng docunents and proceeds), 5118 (relating
to security interest of issuer or nom nated person), 9110
(relating to security interests arising under Division 2 or 2A)
and 9206 (relating to security interest arising in purchase or
delivery of financial asset).

(d) When person becones bound by another person's security
agreenent.--A person becones bound as debtor by a security
agreenent entered into by another person if, by operation of |aw
other than this division or by contract:

(1) the security agreenment becones effective to create a
security interest in the person's property; or

(2) the person becones generally obligated for the
obl i gations of the other person, including the obligation
secured under the security agreenent, and acquires or
succeeds to all or substantially all of the assets of the
ot her person.

(e) Effect of new debtor becom ng bound.--1f a new debtor
beconmes bound as debtor by a security agreenent entered into by
anot her person:

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

(2) another agreenent is not necessary to nmake a
security interest in the property enforceable.

(f) Proceeds and supporting obligations.--The attachnent of

a security interest in collateral gives the secured party the
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rights to proceeds provided by section 9315 (relating to secured
party's rights on disposition of collateral and in proceeds) and
is also attachnent of a security interest in a supporting
obligation for the collateral.

(g) Lien securing right to paynent.--The attachnment of a
security interest in aright to paynment or performance secured
by a security interest or other lien on personal or real
property is also attachment of a security interest in the
security interest, nortgage or other lien.

(h) Security entitlenment carried in securities account.--The
attachnment of a security interest in a securities account is
al so attachnment of a security interest in the security
entitlements carried in the securities account.

(i) Conmodity contracts carried in conmodity account.--The
attachnment of a security interest in a commpdity account is also
attachnment of a security interest in the commodity contracts
carried in the commbdity account.

§ 9204. After-acquired property; future advances.

(a) After-acquired collateral.--Except as otherw se provided
in subsection (b), a security agreenment nay create or provide
for a security interest in after-acquired collateral.

(b) When after-acquired property clause not effective.--A
security interest does not attach under a termconstituting an
after-acquired property clause to:

(1) consuner goods, other than an accessi on when given
as additional security, unless the debtor acquires rights in
themw thin ten days after the secured party gives val ue; or

(2) a conmercial tort claim
(c) Future advances and ot her value.--A security agreenent

may provide that collateral secures, or that accounts, chattel
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paper, paynment intangibles or prom ssory notes are sold in
connection with, future advances or other val ue, whether or not
t he advances or val ue are given pursuant to comrtnent.

8§ 9205. Use or disposition of collateral perm ssible.

(a) Wen security interest not invalid or fraudulent.--A
security interest is not invalid or fraudul ent against creditors
sol el y because any of the follow ng apply:

(1) The debtor has the right or ability to:

(i) use, commngle or dispose of all or part of the
collateral, including returned or repossessed goods;

(ii) collect, conprom se, enforce or otherw se deal
with coll ateral

(1i1) accept the return of collateral or nake
repossessi ons; or

(iv) use, comm ngle or dispose of proceeds.
(2) The secured party fails to require the debtor to

account for proceeds or replace collateral.

(b) Requirenments of possession not rel axed.--This section
does not relax the requirenents of possession if attachment,
perfection or enforcenment of a security interest depends upon
possession of the collateral by the secured party.

§ 9206. Security interest arising in purchase or delivery of
financial asset.

(a) Security interest when person buys through securities
internediary.--A security interest in favor of a securities
internediary attaches to a person's security entitlenment if:

(1) the person buys a financial asset through the
securities internmediary in a transaction in which the person
is obligated to pay the purchase price to the securities

internediary at the tinme of the purchase; and
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(2) the securities internediary credits the financial
asset to the buyer's securities account before the buyer pays
the securities internediary.

(b) Security interest secures obligation to pay for
financial asset.--The security interest described in subsection
(a) secures the person's obligation to pay for the financial
asset.

(c) Security interest in paynent agai nst delivery
transaction.--A security interest in favor of a person that
delivers a certificated security or other financial asset
represented by a witing attaches to the security or other
financial asset if all of the follow ng apply:

(1) The security or other financial asset:

(i) in the ordinary course of business is
transferred by delivery with any necessary indorsenent or
assi gnnment; and

(ii) is delivered under an agreenent between persons
in the business of dealing with such securities or
financial assets.

(2) The agreenent calls for delivery agai nst paynent.
(d) Security interest secures obligation to pay for

delivery.--The security interest described in subsection (c)
secures the obligation to make paynent for the delivery.
SUBCHAPTER B
Rl GHTS AND DUTI ES
Sec.
9207. Rights and duties of secured party having possessi on or
control of collateral
9208. Additional duties of secured party having control of

col | ateral
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9209. Duties of secured party if account debtor has been
notified of assignnent.
9210. Request for accounting; request regarding |ist of
collateral or statement of account.
8§ 9207. Rights and duties of secured party having possession or
control of collateral

(a) Duty of care when secured party in possession. --Except
as ot herw se provided in subsection (d), a secured party shal
use reasonable care in the custody and preservation of
collateral in the secured party's possession. In the case of
chattel paper or an instrunent, reasonable care includes taking
necessary steps to preserve rights against prior parties unless
ot herw se agreed.

(b) Expenses, risks, duties and rights when secured party in
possessi on. - - Except as otherw se provided in subsection (d), if
a secured party has possession of collateral:

(1) Reasonabl e expenses, including the cost of insurance
and paynent of taxes or other charges, incurred in the

cust ody, preservation, use or operation of the collateral are

chargeable to the debtor and are secured by the collateral.

(2) The risk of accidental |oss or damage is on the
debtor to the extent of a deficiency in any effective

i nsurance cover age.

(3) The secured party shall keep the collatera
identifiable, but fungible collateral may be comm ngl ed.
(4) The secured party may use or operate the collateral:
(1) for the purpose of preserving the collateral or
its val ue;
(i1i) as permtted by an order of a court having

conpetent jurisdiction; or

20010S0330B0817 - 87 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

(1i1) except in the case of consunmer goods, in the
manner and to the extent agreed by the debtor.

(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
coll ateral under section 9104 (relating to control of deposit
account), 9105 (relating to control of electronic chattel
paper), 9106 (relating to control of investnment property) or
9107 (relating to control of letter-of-credit right):

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

(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.

(d) Buyer of certain rights to paynment.--I1f the secured
party is a buyer of accounts, chattel paper, paynent intangibles
or promi ssory notes or a consignor

(1) Subsection (a) does not apply unless the secured
party is entitled under an agreenent:
(i) to charge back uncollected collateral; or
(ii) otherwse to full or limted recourse agai nst
t he debtor or a secondary obligor based on the nonpaynent
or other default of an account debtor or other obligor on
t he col |l ateral
(2) Subsections (b) and (c) do not apply.
§ 9208. Additional duties of secured party having control of
col | ateral
(a) Applicability of section.--This section applies to cases

in which there is no outstanding secured obligation and the
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1 secured party is not conmtted to nake advances, i ncur

2 obligations or otherw se give val ue.

3 (b) Duties of secured party after receiving demand from

4 debtor.--Wthin ten days after receiving an authenticated denmand
5 by the debtor:

6 (1) A secured party having control of a deposit account
7 under section 9104(a)(2) (relating to control of deposit

8 account) shall send to the bank with which the deposit

9 account is maintained an authenticated statenent which

10 rel eases the bank fromany further obligation to conply with
11 instructions originated by the secured party.

12 (2) A secured party having control of a deposit account
13 under section 9104(a)(3) shall:

14 (i) pay the debtor the bal ance on deposit in the

15 deposit account; or

16 (i1i) transfer the balance on deposit into a deposit
17 account in the debtor's nane.

18 (3) A secured party, other than a buyer, having control
19 of electronic chattel paper under section 9105 (relating to
20 control of electronic chattel paper) shall:
21 (1) conmunicate the authoritative copy of the
22 el ectronic chattel paper to the debtor or its designated
23 cust odi an;
24 (ii) if the debtor designates a custodian that is
25 t he desi gnated custodian with whom or which the
26 authoritative copy of the electronic chattel paper is
27 mai ntai ned for the secured party, comrunicate to the
28 custodi an an authenticated record rel easing the
29 desi gnat ed custodian fromany further obligation to
30 conply with instructions originated by the secured party
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1 and instructing the custodian to conply with instructions
2 originated by the debtor; and

3 (1i1) take appropriate action to enable the debtor

4 or its designated custodian to nake copies of or

5 revisions to the authoritative copy which add or change

6 an identified assignee of the authoritative copy w thout
7 t he consent of the secured party.

8 (4) A secured party having control of investnent

9 property under section 8106(d)(2) (relating to control of

10 security entitlement) or 9106(b) (relating to control of

11 commodity contract) shall send to the securities internediary
12 or commodity intermediary with which the security entitlenent
13 or commodity contract is naintained an authenticated record
14 whi ch rel eases the securities internediary or conmodity

15 internmediary fromany further obligation to conply with

16 entitlenment orders or directions originated by the secured

17 party.

18 (5) A secured party having control of a letter-of-credit
19 ri ght under section 9107 (relating to control of letter-of-
20 credit right) shall send to each person having an unful filled
21 obligation to pay or deliver proceeds of the letter of credit
22 to the secured party an authenticated rel ease from any
23 further obligation to pay or deliver proceeds of the letter
24 of credit to the secured party.

25 § 9209. Duties of secured party if account debtor has been

26 notified of assignnent.

27 (a) Applicability of section.--Except as otherw se provided
28 in subsection (c), this section applies if:

29 (1) there is no outstanding secured obligation; and

30 (2) the secured party is not commtted to make advances,
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i ncur obligations or otherw se give val ue.

(b) Duties of secured party after receiving demand from
debtor.--Wthin ten days after receiving an authenticated denmand
by the debtor, a secured party shall send to an account debtor
that has received notification of an assignnent to the secured
party as assignee under section 9406(a) (relating to discharge
of account debtor; effect of notification) an authenticated
record which rel eases the account debtor fromany further
obligation to the secured party.

(c) Inapplicability to sales.--This section does not apply
to an assignnent constituting the sale of an account, chattel
paper or payment i ntangible.

8§ 9210. Request for accounting; request regarding |ist of
collateral or statement of account.

(a) Definitions.--As used in this section, the follow ng
wor ds and phrases shall have the neanings given to themin this
subsecti on:

"Request." A

(1) request for an accounting;
(2) request regarding a list of collateral; or
(3) request regarding a statenment of account.

"Request for an accounting.”™ A record authenticated by a
debtor requesting that the recipient provide an accounting of
t he unpai d obligations secured by collateral and reasonably
identifying the transaction or relationship which is the subject
of the request.

"Request regarding a list of collateral.” A record
aut henti cated by a debtor requesting that the recipient approve
or correct a list of what the debtor believes to be the

coll ateral securing an obligation and reasonably identifying the
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transaction or relationship which is the subject of the request.

"Request regarding a statenment of account.” A record
aut henti cated by a debtor requesting that the recipient approve
or correct a statenent indicating what the debtor believes to be
t he aggregate anount of unpaid obligations secured by coll ateral
as of a specified date and reasonably identifying the
transaction or relationship which is the subject of the request.

(b) Duty to respond to requests.--Subject to subsections
(c), (d), (e) and (f), a secured party, other than a buyer of
accounts, chattel paper, paynment intangibles or prom ssory notes
or a consignor, shall conply with a request within 14 days after
receipt:

(1) in the case of a request for an accounting, by
aut henti cati ng and sending to the debtor an accounting; and
(2) in the case of a request regarding a |ist of
collateral or a request regarding a statenent of account, by
aut henti cati ng and sending to the debtor an approval or
correction.

(c) Request regarding list of collateral; statenent
concerning type of collateral.--A secured party that clains a
security interest in all of a particular type of collateral
owned by the debtor may conply with a request regarding a |i st
of collateral by sending to the debtor an authenticated record
including a statenment to that effect within 14 days after
receipt.

(d) Request regarding list of collateral; no interest
cl ai med. -- A person that receives a request regarding a list of
collateral, clainms no interest in the collateral when it
receives the request and clained an interest in the collateral

at an earlier tine shall conply with the request within 14 days
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after receipt by sending to the debtor an authenticated record:
(1) disclaimng any interest in the collateral; and
(2) if known to the recipient, providing the nanme and

mai | i ng address of any assignee of or successor to the

1

2

3

4

5 recipient's interest in the collateral.

6 (e) Request for accounting or regardi ng statenent of

7 account; no interest in obligation clainmed.--A person that

8 receives a request for an accounting or a request regarding a
9 statenent of account, clains no interest in the obligations when
10 it receives the request and clainmed an interest in the

11 obligations at an earlier time shall conply with the request

12 wthin 14 days after receipt by sending to the debtor an

13 authenticated record:

14 (1) disclaimng any interest in the obligations; and

15 (2) if known to the recipient, providing the nanme and
16 mai | i ng address of any assignee of or successor to the

17 recipient's interest in the obligations.

18 (f) Charges for responses.--A debtor is entitled w thout

19 <charge to one response to a request under this section during

20 any six-nonth period. The secured party may require paynent of a
21 charge not exceeding $25 for each additional response.

22 CHAPTER 93

23 PERFECTI ON AND PRI ORI TY

24 Subchapt er

25 A. Law Governing Perfection and Priority

Perfection

B
27 C. Priority
D.

28 Ri ghts of Bank
29 SUBCHAPTER A
30 LAW GOVERNI NG PERFECTI ON AND PRI ORI TY
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1 Sec.

2 9301. Law governing perfection and priority of security

3 interests.

4 9302. Law governing perfection and priority of agricultural

5 l'iens.

6 9303. Law governing perfection and priority of security

7 interests in goods covered by certificate of title.

8 9304. Law governing perfection and priority of security

9 interests in deposit accounts.

10 9305. Law governing perfection and priority of security

11 interests in investnment property.

12 9306. Law governing perfection and priority of security

13 interests in letter-of-credit rights.

14 9307. Location of debtor.

15 8§ 9301. Law governing perfection and priority of security

16 interests.

17 (a) GCeneral rule; location of debtor.--Except as otherw se
18 provided in this section, while a debtor is located in a

19 jurisdiction, the local |aw of that jurisdiction governs
20 perfection, the effect of perfection or nonperfection and the
21 priority of a security interest in collateral
22 (b) Possessory security interests; location of collateral.--
23 Wiile collateral is located in a jurisdiction, the |ocal |aw of
24 that jurisdiction governs perfection, the effect of perfection
25 or nonperfection and the priority of a possessory security
26 interest in that collateral
27 (c) Fixture filings, tinber to be cut, priority of
28 nonpossessory tangi bl e personal property security interests;
29 location of collateral.--Except as otherw se provided in

30 subsection (d), while collateral is located in a jurisdiction,
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8
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10
11
12
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14
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16
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the local |aw of that jurisdiction governs:

(1) perfection of a security interest in 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 negotiable
docunents, goods, instruments, noney or tangible chattel
paper.

(d) As-extracted collateral; l|ocation of wellhead or
m nehead. --The | ocal |law of the jurisdiction in which the
wel | head or m nehead is | ocated governs perfection, the effect
of perfection or nonperfection and the priority of a security
interest in as-extracted collateral.

(e) O her exceptions.--The rules of this section are subject
to:

(1) Section 9303 (relating to | aw governi ng perfection
and priority of security interests in goods covered by
certificate of title).

(2) Section 9304 (relating to | aw governi ng perfection
and priority of security interests in deposit accounts).

(3) Section 9305 (relating to | aw governi ng perfection
and priority of security interests in investnment property).

(4) Section 9306 (relating to | aw governi ng perfection
and priority of security interests in letter-of-credit
rights).

§ 9302. Law governing perfection and priority of agricultural
liens.
While farm products are located in a jurisdiction, the |ocal

| aw of that jurisdiction governs perfection, the effect of
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perfection or nonperfection and the priority of an agricultural

lien on the farm products.

§ 9303. Law governing perfection and priority of security
interests in goods covered by certificate of title.

(a) Applicability of section.--This section applies to goods
covered by a certificate of title, even if there is no other
rel ati onship between the jurisdiction under whose certificate of
title the goods are covered and the goods or the debtor.

(b) Wen goods covered by certificate of title.--Goods
beconme covered by a certificate of title when a valid
application for the certificate of title and the applicable fee
are delivered to the appropriate authority. Goods cease to be
covered by a certificate of title at the earlier of the tine the
certificate of title ceases to be effective under the |aw of the
issuing jurisdiction or the tinme the goods becone covered
subsequently by a certificate of title issued by another
jurisdiction.

(c) Applicable law. --The | ocal law of the jurisdiction under
whose certificate of title the goods are covered governs
perfection, the effect of perfection or nonperfection and the
priority of a security interest in goods covered by a
certificate of title fromthe tine the goods becone covered by
the certificate of title until the goods cease to be covered by
the certificate of title.

§ 9304. Law governing perfection and priority of security
interests in deposit accounts.

(a) Law of bank's jurisdiction governs.--The local |aw of a
bank's jurisdiction governs perfection, the effect of perfection
or nonperfection and the priority of a security interest in a

deposit account nmintained with that bank.
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1 (b) Bank's jurisdiction.--The followi ng rules determne a

2 bank's jurisdiction for purposes of this chapter:

3 (1) |If an agreenent between the bank and the debtor

4 governing the deposit account expressly provides that a

5 particular jurisdiction is the bank's jurisdiction for

6 pur poses of this chapter, this division or this title, that
7 jurisdiction is the bank's jurisdiction.

8 (2) |If paragraph (1) does not apply and an agreenent

9 bet ween the bank and its customer governing the deposit

10 account expressly provides that the agreenent is governed by
11 the law of a particular jurisdiction, that jurisdiction is
12 t he bank's jurisdiction.

13 (3) |If neither paragraph (1) nor paragraph (2) applies
14 and an agreenent between the bank and its custoner governing
15 t he deposit account expressly provides that the deposit

16 account is maintained at an office in a particular

17 jurisdiction, that jurisdiction is the bank's jurisdiction.
18 (4) If none of the precedi ng paragraphs applies, the

19 bank's jurisdiction is the jurisdiction in which the office
20 identified in an account statenment as the office serving the
21 custoner's account is |ocated.
22 (5) If none of the precedi ng paragraphs applies, the
23 bank's jurisdiction is the jurisdiction in which the chief
24 executive office of the bank is |ocated.

25 § 9305. Law governing perfection and priority of security
26 interests in investnment property.

27 (a) Governing |law, general rules.--Except as otherw se
28 provided in subsection (c), the followi ng rules apply:

29 (1) Wile a security certificate is located in a
30 jurisdiction, the local |aw of that jurisdiction governs
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1 perfection, the effect of perfection or nonperfection and the
2 priority of a security interest in the certificated security
3 represent ed thereby.

4 (2) The local law of the issuer's jurisdiction as

5 specified in section 8110(d) (relating to applicability;

6 choi ce of |aw) governs perfection, the effect of perfection
7 or nonperfection and the priority of a security interest in
8 an uncertificated security.

9 (3) The local law of the securities internediary's

10 jurisdiction as specified in section 8110(e) governs

11 perfection, the effect of perfection or nonperfection and the
12 priority of a security interest in a security entitlenent or
13 securities account.

14 (4) The local law of the commpbdity internediary's

15 jurisdiction governs perfection, the effect of perfection or
16 nonperfection and the priority of a security interest in a
17 commodity contract or commbdity account.

18 (b) Conmmodity internediary's jurisdiction.--The follow ng
19 rules determne a conmmodity intermediary's jurisdiction for
20 purposes of this part:
21 (1) |If an agreenent between the commodity intermnediary
22 and comodity custonmer governing the comobdity account
23 expressly provides that a particular jurisdiction is the
24 commodity internmediary's jurisdiction for purposes of this
25 chapter, this division or this title, that jurisdiction is
26 the comodity internediary's jurisdiction.
27 (2) |If paragraph (1) does not apply and an agreenent
28 bet ween the commodity internediary and commodity customer
29 governing the conmmodity account expressly provides that the
30 agreenent is governed by the law of a particul ar
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jurisdiction, that jurisdiction is the commodity

internmediary's jurisdiction.

(3) |If neither paragraph (1) nor paragraph (2) applies
and an agreenent between the commodity internediary and
commodity customer governing the commobdity account expressly
provi des that the conmmodity account is maintained at an
office in a particular jurisdiction, that jurisdiction is the
commodity intermediary's jurisdiction.

(4) If none of the precedi ng paragraphs applies, the
commodity internmediary's jurisdiction is the jurisdiction in
which the office identified in an account statenent as the
of fice serving the comodity custoner's account is | ocated.

(5) If none of the precedi ng paragraphs applies, the
commodity internmediary's jurisdiction is the jurisdiction in
whi ch the chief executive office of the commodity
internmediary is |ocated.

(c) Wen perfection governed by |aw of jurisdiction where
debtor | ocated.--The local law of the jurisdiction in which the
debtor is |ocated governs:

(1) perfection of a security interest in investmnent
property by filing;

(2) automatic perfection of a security interest in
i nvestment property created by a broker or securities
i nternedi ary; and

(3) automatic perfection of a security interest in a
commodity contract or commbdity account created by a
commodity internediary.

§ 9306. Law governing perfection and priority of security
interests in letter-of-credit rights.

(a) Governing law, issuer's or nom nated person's
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jurisdiction.--Subject to subsection (c), the local |aw of the
issuer's jurisdiction or a nom nated person's jurisdiction
governs perfection, the effect of perfection or nonperfection
and the priority of a security interest in a letter-of-credit
right if the issuer's jurisdiction or nom nated person's
jurisdiction is a state.

(b) Issuer's or nom nated person's jurisdiction.--For
pur poses of this chapter, an issuer's jurisdiction or nom nated
person's jurisdiction is the jurisdiction whose | aw governs the
l[iability of the issuer or nom nated person with respect to the
letter-of-credit right as provided in section 5116 (relating to
choi ce of |law and forum.

(c) Wen section not applicable.--This section does not
apply to a security interest which is perfected only under
section 9308(d) (relating to supporting obligation).

§ 9307. Location of debtor.

(a) Place of business.--As used in this section, the term
"pl ace of business" nmeans a place where a debtor conducts its
affairs.

(b) Debtor's location: general rules.--Except as otherw se
provided in this section, the following rules determ ne a
debtor's | ocati on:

(1) A debtor who is an individual is |located at the

i ndi vidual "s principal residence.

(2) A debtor which is an organi zati on and has only one
pl ace of business is located at its place of business.

(3) A debtor which is an organi zati on and has nore than
one place of business is |ocated at its chief executive

of fice.

(c) Limtation of applicability of subsection (b).--
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Subsection (b) applies only if a debtor's residence, place of
busi ness or chief executive office, as applicable, is located in
a jurisdiction whose |aw generally requires infornmation
concerning the exi stence of a nonpossessory security interest to
be made generally available in a filing, recording or

regi stration systemas a condition or result of the security
interest's obtaining priority over the rights of a lien creditor
with respect to the collateral. If subsection (b) does not

apply, the debtor is located in the District of Colunbia.

(d) Continuation of l|location: cessation of existence, etc.--
A person that ceases to exist, ceases to have a residence or
ceases to have a place of business continues to be located in
the jurisdiction specified by subsections (b) and (c).

(e) Location of registered organization organi zed under
state law. --A regi stered organi zati on which is organi zed under
the aw of a state is |located in that state.

(f) Location of registered organizati on organi zed under
Federal |aw, bank branches and agencies. --Except as ot herw se
provided in subsection (i), a registered organization which is
organi zed under the law of the United States and a branch or
agency of a bank which is not organi zed under the | aw of the
United States or a state are | ocated:

(1) in the state which the law of the United States
designates, if the | aw designates a state of |ocation;

(2) in the state which the registered organization
branch or agency designates, if the law of the United States
aut hori zes the registered organi zati on, branch or agency to
designate its state of |ocation; or

(3) inthe District of Colunbia, if neither paragraph
(1) nor paragraph (2) applies.
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(g) Continuation of location: change in status of registered
organi zation.--A regi stered organi zati on conti nues to be | ocated
in the jurisdiction specified by subsection (e) or (f)
not wi t hst andi ng:

(1) the suspension, revocation, forfeiture or |apse of
the regi stered organi zation's status as such in its
jurisdiction of organization; or

(2) the dissolution, winding up or cancellation of the
exi stence of the registered organization.

(h) Location of United States.--The | ocation of the United
States is the District of Colunbia.

(1) Location of foreign bank branch or agency if licensed in
only one state.--A branch or agency of a bank which is not
organi zed under the law of the United States or a state is
| ocated in the state in which the branch or agency is |icensed,
if all branches and agencies of the bank are licensed in only
one state.

(j) Location of foreign air carrier.--A foreign air carrier
under the Federal Aviation Act of 1958 (Public Law 85-726, 72
Stat. 731), as anended, is |ocated at the designated office of
t he agent upon which service of process may be made on behal f of
the carrier.

(k) Section applies only to this chapter.--This section

applies only for purposes of this chapter.

SUBCHAPTER B
PERFECTI ON
Sec.
9308. Wien security interest or agricultural lien is perfected;

continuity of perfection.

9309. Security interest perfected upon attachnent.
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9310. Wien filing required to perfect security interest or
agricultural lien; security interests and agricultural
liens to which filing provisions do not apply.

9311. Perfection of security interests in property subject to
certain statutes, regulations and treaties.

9312. Perfection of security interests in chattel paper, deposit
accounts, docunents, goods covered by docunents,

i nstruments, investnment property, letter-of-credit rights
and noney; perfection by perm ssive filing; tenporary
perfection without filing or transfer of possession.

9313. Wien possession by or delivery to secured party perfects
security interest without filing.

9314. Perfection by control.

9315. Secured party's rights on disposition of collateral and
i n proceeds.

9316. Continued perfection of security interest follow ng
change in governing | aw.

§ 9308. When security interest or agricultural lienis

perfected; continuity of perfection.

(a) Perfection of security interest.--Except as otherw se
provided in this section and section 9309 (relating to security
i nterest perfected upon attachnment), a security interest is
perfected if it has attached and all of the applicable
requi renents for perfection in sections 9310 (relating to when
filing required to perfect security interest or agricultural
lien; security interests and agricultural liens to which filing
provi sions do not apply) through 9316 (relating to conti nued
perfection of security interest foll ow ng change in governing
| aw) have been satisfied. A security interest is perfected when

it attaches if the applicable requirements are satisfied before
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the security interest attaches.

(b) Perfection of agricultural lien.--An agricultural |ien
is perfected if it has becone effective and all of the
applicable requirenments for perfection in section 9310 have been
satisfied. An agricultural lien is perfected when it becones
effective if the applicable requirenments are satisfied before
the agricultural |ien beconmes effective.

(c) Continuous perfection; perfection by different
nmet hods. --A security interest or agricultural lien is perfected
continuously if it is originally perfected by one nmethod under
this division and is |ater perfected by anot her nethod under
this division without an internedi ate period when it was
unper f ect ed.

(d) Supporting obligation.--Perfection of a security
interest in collateral also perfects a security interest in a
supporting obligation for the collateral.

(e) Lien securing right to paynent.--Perfection of a
security interest in aright to paynent or performance al so
perfects a security interest in a security interest, nortgage or
other lien on personal or real property securing the right.

(f) Security entitlenment carried in securities account. --
Perfection of a security interest in a securities account al so
perfects a security interest in the security entitlenents
carried in the securities account.

(g) Conmodity contract carried in commodity account. --
Perfection of a security interest in a commodity account al so
perfects a security interest in the comobdity contracts carried
in the conmmodity account.

8§ 9309. Security interest perfected upon attachnent.

The follow ng security interests are perfected when they
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1 attach:

2 (1) A purchase-nobney security interest in consumer

3 goods, except as otherw se provided in section 9311(b)

4 (relating to perfection of security interests in property

5 subject to certain statutes, regulations and treaties) with

6 respect to consuner goods which are subject to a statute or

7 treaty described in section 9311(a).

8 (2) An assignnent of accounts or paynent intangibles

9 whi ch does not by itself or in conjunction wth other

10 assignnments to the sane assignee transfer a significant part
11 of the assignor's outstandi ng accounts or paynent

12 i nt angi bl es.

13 (3) A sale of a paynent intangible.

14 (4) A sale of a prom ssory note.

15 (5) A security interest created by the assignnment of a
16 heal t h- care-i nsurance receivable to the provider of the

17 heal t h-care goods or services.

18 (6) A security interest arising under section 2401

19 (relating to passing of title; reservation for security;

20 limted application of section), 2505 (relating to shipnent
21 by seller under reservation), 2711(c) (relating to security
22 i nterest of buyer in rejected goods) or 2A508(e) (relating to
23 security interest in goods in | essee's possession), until the
24 debt or obtai ns possession of the collateral.

25 (7) A security interest of a collecting bank arising

26 under section 4210 (relating to security interest of

27 collecting bank in itens, acconpanyi ng docunents and

28 proceeds).

29 (8) A security interest of an issuer or nom nated person
30 ari sing under section 5118 (relating to security interest of
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1 i ssuer or nom nated person).

2 (9) A security interest arising in the delivery of a

3 financi al asset under section 9206(c) (relating to security
4 interest in paynment against delivery transaction).

5 (10) A security interest in investnment property created
6 by a broker or securities internediary.

7 (11) A security interest in a commopdity contract or a
8 commodity account created by a commodity internediary.

9 (12) An assignnment for the benefit of all creditors of
10 the transferor and subsequent transfers by the assignee

11 t her eunder.

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

14 § 9310. Wien filing required to perfect security interest or
15 agricultural lien; security interests and

16 agricultural liens to which filing provisions do not
17 apply.

18 (a) General rule: perfection by filing.--Except as ot herw se
19 provided in subsection (b) and section 9312(b) (relating to
20 control or possession of certain collateral), a financing
21 statement nust be filed to perfect all security interests and
22 agricultural liens.
23 (b) Exceptions: filing not necessary.--The filing of a
24 financing statenent is not necessary to perfect a security
25 interest:
26 (1) which is perfected under section:
27 (1) 9308(d) (relating to supporting obligation);
28 (1i) 9308(e) (relating to lien securing right to
29 paynment) ;
30 (ti1) 9308(f) (relating to security entitlenment
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carried in securities account); or
(itv) 9308(g) (relating to conmmodity contract carried
in comodity account);

(2) which is perfected under section 9309 (relating to
security interest perfected upon attachnent) when it
att aches;

(3) in property subject to a statute, regulation or
treaty described in section 9311(a) (relating to perfection
of security interests in property subject to certain
statutes, regulations and treaties);

(4) in goods in possession of a bailee which is
perfected under section 9312(d)(1) or (2) (relating to goods
covered by nonnegoti abl e docunent);

(5) in certificated securities, docunments, goods or
instruments which is perfected without filing or possession
under section:

(1) 9312(e) (relating to tenporary perfection: new
val ue) ;

(i) 9312(f) (relating to tenporary perfection:
goods or docunents made available to debtor); or

(ti1) 9312(g) (relating to tenporary perfection:
delivery of security certificate or instrunent to
debtor);

(6) in collateral in the secured party's possession
under section 9313 (relating to when possession by or
delivery to secured party perfects security interest w thout
filing);

(7) in a certificated security which is perfected by
delivery of the security certificate to the secured party

under section 9313;
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(8) in deposit accounts, electronic chattel paper,

i nvestment property or letter-of-credit rights which is
perfected by control under section 9314 (relating to
perfection by control);

(9) in proceeds which is perfected under section 9315
(relating to secured party's rights on disposition of
collateral and in proceeds); or

(10) which is perfected under section 9316 (relating to
continued perfection of security interest follow ng change in
governing | aw).

(c) Assignnent of perfected security interest.--If a secured
party assigns a perfected security interest or agricultural
lien, a filing under this division is not required to continue
the perfected status of the security interest against creditors
of and transferees fromthe original debtor.
§ 9311. Perfection of security interests in property subject to

certain statutes, regulations and treaties.

(a) Security interest subject to other |aw. --Except as
ot herwi se provided in subsection (d), the filing of a financing
statement is not necessary or effective to perfect a security
interest in property subject to:

(1) a statute, regulation or treaty of the United States
whose requirenents for a security interest's obtaining
priority over the rights of a lien creditor with respect to
the property preenpt section 9310(a) (relating to when filing
required to perfect security interest or agricultural lien;
security interests and agricultural liens to which filing
provi sions do not apply);

(2) a certificate-of-title statute of this Commonweal th

or regul ations pronul gated t hereunder, to the extent such
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statute or regulations provide for a security interest to be

i ndicated on the certificate as a condition or result of

perfection; or

(3) a certificate-of-title statute of another
jurisdiction which provides for a security interest to be

i ndi cated 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 property.

(b) Conpliance with other |aw. --Conpliance with the
requi renents of a statute, regulation or treaty described in
subsection (a) for obtaining priority over the rights of a lien
creditor is equivalent to the filing of a financing statenent
under this division. Except as otherw se provided in subsection
(d) and sections 9313 (relating to when possessi on by or
delivery to secured party perfects security interest w thout
filing) and 9316(d) and (e) (relating to continued perfection of
security interest follow ng change in governing |law) for goods
covered by a certificate of title, a security interest in
property subject to a statute, regulation or treaty described in
subsection (a) may be perfected only by conpliance with those
requi renents, and a security interest so perfected renains
perfected notw thstanding a change in the use or transfer of
possessi on of the collateral.

(c) Duration and renewal of perfection.--Except as ot herw se
provi ded in subsection (d) and section 9316(d) and (e), duration
and renewal of perfection of a security interest perfected by
conpliance with the requirenents prescribed by a statute,
regul ation or treaty described in subsection (a) are governed by
the statute, regulation or treaty. In other respects, the

security interest is subject to this division.
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(d) Inapplicability to certain inventory.--During any period
in which collateral subject to a statute specified in subsection
(a)(2) is inventory held for sale or | ease by a person or |eased
by that person as |essor and that person is in the business of
selling goods of that kind, this section does not apply to a
security interest in that collateral created by that person
§ 9312. Perfection of security interests in chattel paper,

deposit accounts, documents, goods covered by
docunents, instrunments, investnent property, letter-
of -credit rights and noney; perfection by perm ssive
filing; tenporary perfection without filing or
transfer of possession.

(a) Perfection by filing permtted.--A security interest in
chattel paper, negotiable docunents, instrunents or investnent
property nmay be perfected by filing.

(b) Control or possession of certain collateral.--Except as
ot herwi se provided in section 9315(c) (relating to perfection of
security interest in proceeds) and (d) (relating to continuation
of perfection) for proceeds:

(1) a security interest in a deposit account may be
perfected only by control under section 9314 (relating to
perfection by control);

(2) except as otherwi se provided in section 9308(d)
(relating to supporting obligation), a security interest in a
letter-of-credit right may be perfected only by control under
section 9314; and

(3) a security interest in noney may be perfected only
by the secured party's taking possession under section 9313
(relating to when possession by or delivery to secured party

perfects security interest without filing).
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(c) Goods covered by negotiable docunent.--Wile goods are
in the possession of a bailee that has issued a negotiable
docunent covering the goods:

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

(2) a security interest perfected in the docunent has
priority over any security interest which becones perfected
in the goods by another nmethod during that tine.

(d) Goods covered by nonnegoti abl e docunent. --Wile goods
are in the possession of a bailee that has issued a
nonnegot i abl e docunent covering the goods, a security interest
in the goods may be perfected by:

(1) issuance of a docunent in the name of the secured
party;

(2) the bailee's receipt of notification of the secured
party's interest; or

(3) filing as to the goods.

(e) Tenporary perfection: new value.--A security interest in
certificated securities, negotiable docunents or instruments is
perfected without filing or the taking of possession for a
period of 20 days fromthe tine it attaches to the extent that
it arises for new val ue given under an authenticated security
agr eenent .

(f) Tenporary perfection: goods or docunents nmade avail abl e
to debtor.--A perfected security interest in a negotiable
docunment or goods in possession of a bailee, other than one that
has i ssued a negoti abl e docunent for the goods, remains
perfected for 20 days without filing if the secured party nmakes
avai l able to the debtor the goods or docunents representing the

goods for the purpose of:
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(1) wultinmate sal e or exchange; or
(2) loading, unloading, storing, shipping,
transshi ppi ng, manufacturing, processing or otherw se dealing

with themin a manner prelimnary to their sale or exchange.

1
2
3
4
5 (g) Tenporary perfection: delivery of security certificate
6 or instrunent to debtor.--A perfected security interest in a

7 certificated security or instrunent remains perfected for 20

8 days without filing if the secured party delivers the security

9 certificate or instrunment to the debtor for the purpose of:

10 (1) ultinmate sal e or exchange; or

11 (2) presentation, collection, enforcenent, renewal or

12 regi stration of transfer.

13 (h) Expiration of tenporary perfection.--After the 20-day

14 period specified in subsection (e), (f) or (g) expires,

15 perfection depends upon conpliance with this division.

16 8§ 9313. Wien possession by or delivery to secured party

17 perfects security interest without filing.

18 (a) Perfection by possession or delivery.--Except as

19 otherw se provided in subsection (b), a secured party may

20 perfect a security interest in negotiable docunents, goods,

21 instrunents, noney or tangi ble chattel paper by taking

22 possession of the collateral. A secured party may perfect a

23 security interest in certificated securities by taking delivery
24 under section 8301 (relating to delivery).

25 (b) Goods covered by certificate of title.--Wth respect to
26 goods covered by a certificate of title issued by the

27 Comonweal th, a secured party may perfect a security interest in
28 the goods by taking possession of the goods only in the

29 circunstances described in section 9316(d) (relating to

30 continued perfection of security interest follow ng change in
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governing | aw).

(c) Collateral in possession of person other than debtor.--
Wth respect to collateral other than certificated securities
and goods covered by a docunent, a secured party takes
possession of collateral in the possession of a person other
than the debtor, the secured party or a | essee of the collateral
fromthe debtor in the ordinary course of the debtor's business,
when:

(1) the person in possession authenticates a record
acknow edgi ng that the person hol ds possession of the
collateral for the secured party's benefit; or

(2) the person takes possession of the collateral after
havi ng aut henticated a record acknow edgi ng that the person
wi |l hold possession of the collateral for the secured
party's benefit.

(d) Tinme of perfection by possession; continuation of
perfection.--1f perfection of a security interest depends upon
possession of the collateral by a secured party, perfection
occurs no earlier than the tine the secured party takes
possessi on and continues only while the secured party retains
possessi on.

(e) Tine of perfection by delivery; continuation of
perfection.--A security interest in a certificated security in
registered formis perfected by delivery when delivery of the
certificated security occurs under section 8301 and renains
perfected by delivery until the debtor obtains possession of the
security certificate.

(f) Acknow edgnment not required.--A person in possession of
collateral is not required to acknow edge that the person hol ds

possession for a secured party's benefit.
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(g) Effectiveness of acknow edgnment; no duties or
confirmation.--1f a person acknow edges that the person hol ds
possession for the secured party's benefit:

(1) the acknow edgnent is effective under subsection (c)
or section 8301(a) (relating to delivery of certificated
security), even if the acknow edgnent violates the rights of
a debtor; and

(2) unless the person otherw se agrees or |aw other than
this division otherw se provides, the person does not owe any
duty to the secured party and is not required to confirmthe
acknow edgnent to anot her person.

(h) Secured party's delivery to person other than debtor.--A
secured party having possession of collateral does not
relinqui sh possession by delivering the collateral to a person
ot her than the debtor or a | essee of the collateral fromthe
debtor in the ordinary course of the debtor's business if the
person was instructed before the delivery or is instructed
cont enporaneously with the delivery:

(1) to hold possession of the collateral for the secured
party's benefit; or

(2) to redeliver the collateral to the secured party.

(1) Effect of delivery under subsection (h); no duties or
confirmation.--A secured party does not relinquish possession,
even if a delivery under subsection (h) violates the rights of a
debtor. A person to which collateral is delivered under
subsection (h) does not owe any duty to the secured party and is
not required to confirmthe delivery to another person unless
t he person otherw se agrees or |law other than this division
ot herwi se provi des.

§ 9314. Perfection by control.
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(a) Perfection by control.--A security interest in
i nvestment property, deposit accounts, letter-of-credit rights
or electronic chattel paper may be perfected by control of the
coll ateral under section 9104 (relating to control of deposit
account), 9105 (relating to control of electronic chattel
paper), 9106 (relating to control of investnment property) or
9107 (relating to control of letter-of-credit right).

(b) Specified collateral: tine of perfection by control;
continuation of perfection.--A security interest in deposit
accounts, electronic chattel paper or letter-of-credit rights is
perfected by control under section 9104, 9105 or 9107 when the
secured party obtains control and remai ns perfected by control
only while the secured party retains control.

(c) Investnent property: time of perfection by control;
continuation of perfection.--A security interest in investnent
property is perfected by control under section 9106 fromthe
time the secured party obtains control and renains perfected by
control until both of the follow ng paragraphs apply:

(1) The secured party does not have control
(2) One of the follow ng occurs:

(1) If the collateral is a certificated security,

t he debtor has or acquires possession of the security
certificate.

(i) 1f the collateral is an uncertificated
security, the issuer has registered or registers the
debtor as the regi stered owner.

(tit) If the collateral is a security entitlenent,

t he debtor is or becones the entitlenent hol der.
§ 9315. Secured party's rights on disposition of collateral and

i n proceeds.
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(a) Disposition of collateral: continuation of security
interest or agricultural lien; proceeds.--Except as otherw se
provided in this division and in section 2403(b) (relating to
transfer by nmerchant entrusted wi th possession of goods):

(1) a security interest or agricultural lien continues
in collateral notw thstandi ng sale, |ease, |license, exchange
or other disposition thereof unless the secured party
aut hori zed the disposition free of the security interest or
agricultural lien; and

(2) a security interest attaches to any identifiable
proceeds of collateral.

(b) When comm ngl ed proceeds identifiable.--Proceeds which
are commngled with other property are identifiable proceeds:

(1) if the proceeds are goods, to the extent provided by
section 9336 (relating to comm ngl ed goods); and

(2) if the proceeds are not goods, to the extent that
the secured party identifies the proceeds by a method of
tracing, including application of equitable principles, that
is permtted under |aw other than this division with respect
to comm ngl ed property of the type invol ved.

(c) Perfection of security interest in proceeds.--A security
interest in proceeds is a perfected security interest if the
security interest in the original collateral was perfected.

(d) Continuation of perfection.--A perfected security
interest in proceeds becones unperfected on the 21st day after
the security interest attaches to the proceeds unless one of the
fol |l ow ng paragraphs appli es:

(1) The conditions set forth in all of the follow ng
subpar agr aphs are sati sfied:

(1) Afiled financing statenment covers the original
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col I ateral
(ii) The proceeds are collateral in which a security
interest may be perfected by filing in the office in

whi ch the financing statenment has been fil ed.

(ii1) The proceeds are not acquired with cash

pr oceeds.

(2) The proceeds are identifiable cash proceeds.

(3) The security interest in the proceeds is perfected
ot her than under subsection (c) when the security interest
attaches to the proceeds or within 20 days thereafter.

(e) Wen perfected security interest in proceeds becones
unperfected.--If a filed financing statenent covers the original
collateral, a security interest in proceeds which remains
perfected under subsection (d)(1l) becones unperfected at the
| ater of:

(1) when the effectiveness of the filed financing
stat ement | apses under section 9515 (relating to duration and
ef fectiveness of financing statenent; effect of |apsed
financing statenent) or is term nated under section 9513
(relating to term nation statenent); or

(2) the 21st day after the security interest attaches to
t he proceeds.

§ 9316. Continued perfection of security interest foll ow ng
change in governing | aw.

(a) GCeneral rule: effect on perfection of change in
governing law. --A security interest perfected pursuant to the
| aw of the jurisdiction designated in section 9301(a) (relating
to general rule: location of debtor) or 9305(c) (relating to
when perfection governed by | aw of jurisdiction where debtor

| ocated) renmains perfected until the earliest of:
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(1) the time perfection would have ceased under the | aw
of that jurisdiction;

(2) the expiration of four nonths after a change of the
debtor's location to another jurisdiction; or

(3) the expiration of one year after a transfer of
collateral to a person that thereby becones a debtor and is
| ocated in another jurisdiction.

(b) Security interest perfected or unperfected under |aw of
new jurisdiction.--1f a security interest described in
subsection (a) becones perfected under the | aw of the other
jurisdiction before the earliest tine or event described in that
subsection, it remains perfected thereafter. If the security
i nterest does not becone perfected under the | aw of the other
jurisdiction before the earliest tine or event, it becones
unperfected and i s deened never to have been perfected as
agai nst a purchaser of the collateral for value.

(c) Possessory security interest in collateral noved to new
jurisdiction.--A possessory security interest in collateral,
ot her than goods covered by a certificate of title and as-
extracted collateral consisting of goods, remains continuously
perfected if:

(1) the collateral is located in one jurisdiction and
subject to a security interest perfected under the | aw of
that jurisdiction;

(2) thereafter the collateral is brought into another
jurisdiction; and

(3) upon entry into the other jurisdiction, the security
interest is perfected under the | aw of the other
jurisdiction.

(d) Goods covered by certificate of title fromthe
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Commonweal t h. - - Except as ot herw se provided in subsection (e), a
security interest in goods covered by a certificate of title
which is perfected by any net hod under the | aw of another
jurisdiction when the goods becone covered by a certificate of
title fromthe Comonweal th remains perfected until the security
i nterest woul d have beconme unperfected under the | aw of the

ot her jurisdiction had the goods not beconme so cover ed.

(e) Wen subsection (d) security interest becones
unperfected agai nst purchasers.--A security interest described
in subsection (d) becones unperfected as agai nst a purchaser of
t he goods for value and is deened never to have been perfected
as agai nst a purchaser of the goods for value if the applicable
requi renents for perfection under section 9311(b) (relating to
perfection of security interests in property subject to certain
statutes, regulations and treaties) or 9313 (relating to when
possession by or delivery to secured party perfects security
interest without filing) are not satisfied before the earlier
of :

(1) the time the security interest would have becone
unperfected under the | aw of the other jurisdiction had the
goods not becone covered by a certificate of title fromthe
Conmonweal t h; or

(2) the expiration of four nonths after the goods had
becone so covered.

(f) Change in jurisdiction of bank, issuer, nom nated
person, securities intermediary or commodity internediary.--A
security interest in deposit accounts, letter-of-credit rights
or investment property which is perfected under the | aw of the
bank's jurisdiction, the issuer's jurisdiction, a nom nated

person's jurisdiction, the securities internmediary's
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1 jurisdiction or the commobdity internmediary's jurisdiction, as

2 applicable, remains perfected until the earlier of:

3 (1) the time the security interest would have becone

4 unperfected under the law of that jurisdiction; or

5 (2) the expiration of four nonths after a change of the
6 applicable jurisdiction to another jurisdiction.

7 (g) Subsection (f) security interest perfected or

8 unperfected under |aw of new jurisdiction.--If a security

9 interest described in subsection (f) becomes perfected under the

10 law of the other jurisdiction before the earlier of the tinme or
11 the end of the period described in that subsection, it renains
12 perfected thereafter. If the security interest does not becone
13 perfected under the |aw of the other jurisdiction before the
14 earlier of that tine or the end of that period, it becones

15 unperfected and is deened never to have been perfected as

16 against a purchaser of the collateral for val ue.

17 SUBCHAPTER C
18 PRI ORI TY
19 Sec.

20 9317. Interests which take priority over or take free of

21 security interest or agricultural Iien.

22 9318. No interest retained in right to paynent which is sold;
23 rights and title of seller of account or chattel paper
24 with respect to creditors and purchasers.

25 9319. Rights and title of consignee with respect to creditors
26 and purchasers.

27 9320. Buyer of goods.

28 9321. Licensee of general intangible and | essee of goods in
29 ordi nary course of busi ness.

30 9322. Priorities anong conflicting security interests in and
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agricultural liens on sanme collateral.
9323. Future advances.
9324. Priority of purchase-noney security interests.
9325. Priority of security interests in transferred coll ateral.
9326. Priority of security interests created by new debtor
9327. Priority of security interests in deposit account.
9328. Priority of security interests in investnent property.

9329. Priority of security interests in letter-of-credit right.

© o0 N oo o A~ wWw N P

9330. Priority of purchaser of chattel paper or instrunment.

10 9331. Priority of rights of purchasers of instrunents,

11 docunents and securities under other divisions; priority
12 of interests in financial assets and security entitlenents
13 under Division 8.

14 9332. Transfer of noney; transfer of funds from deposit account.
15 9333. Priority of certain liens arising by operation of |aw
16 9334. Priority of security interests in fixtures and crops.

17 9335. Accessions.

18 9336. Conmi ngl ed goods.

19 9337. Priority of security interests in goods covered by

20 certificate of title.

21 9338. Priority of security interest or agricultural lien

22 perfected by filed financing statenment providing certain
23 incorrect information.

24 9339. Priority subject to subordination.

25 § 9317. Interests which take priority over or take free of

26 security interest or agricultural lien

27 (a) Conflicting security interests and rights of lien

28 «creditors.--A security interest or agricultural lien is

29 subordinate to the rights of all of the follow ng:

30 (1) A person entitled to priority under section 9322
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(relating to priorities anong conflicting security interests
in and agricultural liens on sane collateral).

(2) Except as otherw se provided in subsection (e), a
person that becones a lien creditor before the earlier of the
time:

(i) the security interest or agricultural lien is
perfected; or
(ii) one of the conditions specified in section
9203(b) (3) (relating to enforceability) is net and a
fi nancing statenent covering the collateral is filed.
(b) Buyers that receive delivery.--Except as otherw se
provi ded in subsection (e), a buyer, other than a secured party,
of tangible chattel paper, docunments, goods, instrunents or a
security certificate takes free of a security interest or
agricultural lien if the buyer gives value and receives delivery
of the collateral w thout know edge of the security interest or
agricultural lien and before it is perfected.
(c) Lessees that receive delivery.-- Except as otherw se
provi ded in subsection (e), a |lessee of goods takes free of a
security interest or agricultural lien if the | essee gives val ue

and receives delivery of the collateral w thout know edge of the

security interest or agricultural lien and before it is
perfected.
(d) Licensees and buyers of certain collateral.-- A licensee

of a general intangible or a buyer, other than a secured party,
of accounts, electronic chattel paper, general intangibles or

i nvestment property other than a certificated security takes
free of a security interest if the |licensee or buyer gives val ue
wi t hout knowl edge of the security interest and before it is

perfected.
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(e) Purchase-noney security interest.--Except as otherw se
provided in sections 9320 (relating to buyer of goods) and 9321
(relating to Iicensee of general intangible and | essee of goods
in ordinary course of business), if a person files a financing
statement with respect to a purchase-noney security interest
before or within 20 days after the debtor receives delivery of
the collateral, the security interest takes priority over the
rights of a buyer, lessee or lien creditor which arise between
the tinme the security interest attaches and the tine of filing.
§ 9318. No interest retained in right to paynment which is sold;

rights and title of seller of account or chattel
paper with respect to creditors and purchasers.

(a) Seller retains no interest.--A debtor that has sold an
account, chattel paper, paynent intangible or prom ssory note
does not retain a legal or equitable interest in the collateral
sol d.

(b) Deened rights of debtor if buyer's security interest
unperfected. --For purposes of determning the rights of
creditors of and purchasers for value of an account or chattel
paper froma debtor that has sold an account or chattel paper,
while the buyer's security interest is unperfected, the debtor
is deemed to have rights and title to the account or chattel
paper identical to those the debtor sold.

§ 9319. Rights and title of consignee with respect to creditors
and purchasers.

(a) Consignee has consignor's rights.--Except as otherw se
provi ded in subsection (b), for purposes of determ ning the
rights of creditors of and purchasers for value of goods froma
consi gnee, while the goods are in the possession of the

consi gnee, the consignee is deenmed to have rights and title to
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t he goods identical to those the consignor had or had power to
transfer.

(b) Applicability of other |aw --For purposes of detern ning
the rights of a creditor of a consignee, |aw other than this
di vision determines the rights and title of a consignee while
goods are in the consignee's possession if, under this chapter,
a perfected security interest held by the consignor would have
priority over the rights of the creditor.

§ 9320. Buyer of goods.

(a) Buyer in ordinary course of business.--Except as
ot herwi se provided in subsection (e), a buyer in ordinary course
of business, other than a person buying farm products froma
person engaged in farm ng operations, takes free of a security
interest created by the buyer's seller, even if the security
interest is perfected and the buyer knows of its existence.

(b) Buyer of consumer goods.--Except as ot herw se provided
in subsection (e), a buyer of goods froma person who used or
bought the goods for use primarily for personal, famly or
househol d purposes takes free of a security interest, even if
perfected, if the buyer buys:

(1) wthout know edge of the security interest;

(2) for val ue;

(3) primarily for the buyer's personal, famly or
househol d purposes; and

(4) before the filing of a financing statenment covering

t he goods.

(c) Effectiveness of filing for subsection (b).--To the
extent that it affects the priority of a security interest over
a buyer of goods under subsection (b), the period of

effectiveness of a filing made in the jurisdiction in which the
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seller is located is governed by section 9316(a) and (b)
(relating to continued perfection of security interest follow ng
change in governing | aw).

(d) Buyer in ordinary course of business at well head or
m nehead. -- A buyer in ordinary course of business buying oil,
gas or other mnerals at the well head or m nehead or after
extraction takes free of an interest arising out of an
encunbr ance.

(e) Possessory security interest not affected.--Subsections
(a) and (b) do not affect a security interest in goods in the
possessi on of the secured party under section 9313 (relating to
when possession by or delivery to secured party perfects
security interest without filing).

8§ 9321. Licensee of general intangible and | essee of goods in
ordi nary course of busi ness.

(a) Licensee in ordinary course of business.--As used in
this section, the term"licensee in ordinary course of business”
nmeans a person that becones a |licensee of a general intangible
in good faith, w thout know edge that the |icense violates the
rights of another person in the general intangible, and in the
ordi nary course froma person in the business of |icensing
general intangibles of that kind. A person becones a |licensee in
the ordinary course if the license to the person conports with
t he usual or customary practices in the kind of business in
which the licensor is engaged or with the licensor's own usual
or customary practices.

(b) Rights of licensee in ordinary course of business.--A
licensee in ordinary course of business takes its rights under a
nonexcl usive license free of a security interest in the general

i ntangi ble created by the licensor, even if the security
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1 interest is perfected and the |icensee knows of its existence.

2 (c) Rights of lessee in ordinary course of business.--A

3 |lessee in ordinary course of business takes its |easehold

4 interest free of a security interest in the goods created by the
5 lessor, even if the security interest is perfected and the

6 |essee knows of its existence.

7 8 9322. Priorities anong conflicting security interests in and
8 agricultural liens on sane coll ateral

9 (a) GCeneral priority rules.--Except as otherw se provided in
10 this section, priority anong conflicting security interests and
11 agricultural liens in the sanme collateral is determ ned

12 according to the follow ng rules:

13 (1) Conflicting perfected security interests and

14 agricultural liens rank according to priority in tinme of

15 filing or perfection. Priority dates fromthe earlier of the
16 time a filing covering the collateral is first nade or the
17 security interest or agricultural lien is first perfected, if
18 there is no period thereafter when there is neither filing
19 nor perfection.
20 (2) A perfected security interest or agricultural lien
21 has priority over a conflicting unperfected security interest
22 or agricultural Iien.
23 (3) The first security interest or agricultural lien to
24 attach or becone effective has priority if conflicting
25 security interests and agricultural |iens are unperfected.
26 (b) Tinme of perfection: proceeds and supporting
27 obligations.--For the purposes of subsection (a)(1):
28 (1) the tinme of filing or perfection as to a security
29 interest in collateral is also the time of filing or
30 perfection as to a security interest in proceeds; and

20010S0330B0817 - 126 -



© o0 N oo o A~ wWw N P

N RN R NN N NN R P R R R R R R R R
0o N o o A WO N R O ©O 0O N o A wN - O

29
30

(2) the tinme of filing or perfection as to a security
interest in collateral supported by a supporting obligation
is also the tinme of filing or perfection as to a security
interest in the supporting obligation.

(c) Special priority rules: proceeds and supporting
obl i gations. -- Except as ot herw se provided in subsection (f), a
security interest in collateral which qualifies for priority
over a conflicting security interest under section 9327
(relating to priority of security interests in deposit account),
9328 (relating to priority of security interests in investnent
property), 9329 (relating to priority of security interests in
letter-of-credit right), 9330 (relating to priority of purchaser
of chattel paper or instrument) or 9331 (relating to priority of
rights of purchasers of instrunments, docunents and securities
under other divisions; priority of interests in financial assets
and security entitlenments under Division 8) also has priority
over a conflicting security interest in all of the follow ng:

(1) Any supporting obligation for the collateral.

(2) Proceeds of the collateral if:

(i) the security interest in proceeds is perfected;
(i1i) the proceeds are cash proceeds or of the sane
type as the collateral; and
(i) in the case of proceeds which are proceeds of
proceeds, all intervening proceeds are:
(A) cash proceeds;
(B) proceeds of the sane type as the collateral;
or
(C© an account relating to the collateral.
(d) First-to-file priority rule for certain collateral.--

Subj ect to subsection (e) and except as otherw se provided in
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subsection (f), if a security interest in chattel paper, deposit
accounts, negotiable docunents, instrunents, investnent property
or letter-of-credit rights is perfected by a nethod ot her than
filing, conflicting perfected security interests in proceeds of
the collateral rank according to priority in time of filing.

(e) Applicability of subsection (d).--Subsection (d) applies
only if the proceeds of the collateral are not cash proceeds,
chattel paper, negotiable docunents, instrunents, investnent
property or letter-of-credit rights.

(f) Limtations on subsections (a) through (e).--Subsections
(a) through (e) are subject to:

(1) subsection (g) and the other provisions of this
chapter;

(2) section 4210 (relating to security interest of
collecting bank in itens, acconpanyi ng docunents and
proceeds) ;

(3) section 5118 (relating to security interest of
i ssuer or nom nated person); and

(4) section 9110 (relating to security interests arising
under Division 2 or 2A).

(g) Priority under agricultural lien statute.--A perfected
agricultural lien on collateral has priority over a conflicting
security interest in or agricultural lien on the sanme coll ateral
if the statute creating the agricultural lien so provides.

§ 9323. Future advances.

(a) Wen priority based on tinme of advance.--Except as
ot herwi se provided in subsection (c), for purposes of
determining the priority of a perfected security interest under
section 9322(a)(1) (relating to general priority rules),

perfection of the security interest dates fromthe tine an
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advance is made to the extent that the security interest secures
an advance whi ch:
(1) is made while the security interest is perfected
only:
(1) under section 9309 (relating to security
i nterest perfected upon attachnment) when it attaches; or
(i) tenporarily under any of the follow ng
sections:
(A 9312(e) (relating to tenporary perfection:
new val ue);
(B) 9312(f) (relating to tenporary perfection:
goods or docunents made available to debtor); or
(C© 9312(g) (relating to tenporary perfection:
delivery of security certificate or instrunent to
debtor); and
(2) is not made pursuant to a conmtnent entered into
before or while the security interest is perfected by a
nmet hod ot her than under section 9309 or 9312(e), (f) or (9Q).
(b) Lien creditor.--Except as otherw se provided in
subsection (c), a security interest is subordinate to the rights
of a person that becones a lien creditor to the extent that the
security interest secures an advance nade nore than 45 days
after the person becones a lien creditor unless the advance is
made:
(1) wthout know edge of the lien; or
(2) pursuant to a commtnent entered into wthout
know edge of the lien.
(c) Buyer of receivables.--Subsections (a) and (b) do not
apply to a security interest held by a secured party that is a

buyer of accounts, chattel paper, paynent intangibles or
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prom ssory notes or a consi gnor

(d) Buyer of goods.--Except as otherw se provided in
subsection (e), a buyer of goods other than a buyer in ordinary
course of business takes free of a security interest to the
extent that it secures advances made after the earlier of:

(1) the tinme the secured party acquires know edge of the
buyer's purchase; or
(2) 45 days after the purchase.

(e) Advances made pursuant to conmitment: priority of buyer
of goods. --Subsection (d) does not apply if the advance is made
pursuant to a commtnent entered into w thout know edge of the
buyer's purchase and before the expiration of the 45-day period.

(f) Lessee of goods.--Except as otherwi se provided in
subsection (g), a | essee of goods, other than a | essee in
ordi nary course of business, takes the |easehold interest free
of a security interest to the extent that it secures advances
made after the earlier of:

(1) the tinme the secured party acquires know edge of the
| ease; or
(2) 45 days after the | ease contract becones

enf or ceabl e.

(g) Advances made pursuant to conmtnent: priority of |essee
of goods. --Subsection (f) does not apply if the advance is made
pursuant to a commtnent entered into w thout know edge of the
| ease and before the expiration of the 45-day period.

§ 9324. Priority of purchase-nobney security interests.

(a) General rule: purchase-noney priority.--Except as
ot herwi se provided in subsection (g), a perfected purchase-noney
security interest in goods other than inventory or livestock has

priority over a conflicting security interest in the sane goods,
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and, except as otherw se provided in section 9327 (relating to
priority of security interests in deposit account), a perfected
security interest inits identifiable proceeds al so has
priority, if the purchase-noney security interest is perfected
when the debtor receives possession of the collateral or within
20 days thereafter

(b) Inventory purchase-noney priority.--Subject to
subsection (c) and except as otherw se provided in subsection
(g), a perfected purchase-noney security interest in inventory
has priority over a conflicting security interest in the sane
inventory; has priority over a conflicting security interest in
chattel paper or an instrument constituting proceeds of the
inventory and in proceeds of the chattel paper if so provided in
section 9330 (relating to priority of purchaser of chattel paper
or instrument); and, except as otherw se provided in section
9327, also has priority in identifiable cash proceeds of the
inventory to the extent the identifiable cash proceeds are
received on or before the delivery of the inventory to a buyer,
if:

(1) the purchase-noney security interest is perfected
when the debtor receives possession of the inventory;

(2) the purchase-noney secured party sends an
aut henticated notification to the holder of the conflicting
security interest;

(3) the holder of the conflicting security interest
receives the notification within five years before the debtor
recei ves possession of the inventory; and

(4) the notification states that the person sending the
notification has or expects to acquire a purchase-noney

security interest in inventory of the debtor and descri bes
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the inventory.

(c) Holders of conflicting inventory security interests to
be notified.--Subsection (b)(2) through (4) apply only if the
hol der of the conflicting security interest had filed a
financi ng statenent covering the same types of inventory:

(1) if the purchase-noney security interest is perfected
by filing, before the date of the filing; or

(2) if the purchase-noney security interest is
tenporarily perfected without filing or possession under
section 9312(f) (relating to tenporary perfection: goods or
docunents nmade avail able to debtor), before the begi nning of
t he 20-day period thereunder.

(d) Livestock purchase-noney priority.--Subject to
subsection (e) and except as otherw se provided in subsection
(g), a perfected purchase-noney security interest in |ivestock
whi ch are farm products has priority over a conflicting security
interest in the sane livestock; and, except as otherw se
provided in section 9327, a perfected security interest in their
identifiable proceeds and identifiable products in their
unmanuf actured state also has priority, if:

(1) the purchase-noney security interest is perfected
when the debtor receives possession of the |ivestock;

(2) the purchase-noney secured party sends an
aut henticated notification to the holder of the conflicting
security interest;

(3) the holder of the conflicting security interest
receives the notification within six nonths before the debtor
recei ves possession of the livestock; and

(4) the notification states that the person sending the

notification has or expects to acquire a purchase-noney
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security interest in |ivestock of the debtor and descri bes

t he |ivestock.

(e) Holders of conflicting livestock security interests to
be notified.--Subsection (d)(2) through (4) apply only if the
hol der of the conflicting security interest had filed a
fi nanci ng statenent covering the same types of I|ivestock:

(1) if the purchase-noney security interest is perfected
by filing, before the date of the filing; or

(2) if the purchase-noney security interest is
tenporarily perfected without filing or possession under
section 9312(f), before the beginning of the 20-day period
t her eunder.

(f) Software purchase-noney priority.--Except as otherw se
provi ded in subsection (g), a perfected purchase-noney security
interest in software has priority over a conflicting security
interest in the sane collateral; and, except as otherw se
provided in section 9327, a perfected security interest inits
identifiable proceeds also has priority, to the extent that the
pur chase- noney security interest in the goods in which the
software was acquired for use has priority in the goods and
proceeds of the goods under this section.

(g) Conflicting purchase-noney security interests.--If nore
than one security interest qualifies for priority in the sane
col | ateral under subsection (a), (b), (d) or (f):

(1) a security interest securing an obligation incurred
as all or part of the price of the collateral has priority
over a security interest securing an obligation incurred for
val ue given to enable the debtor to acquire rights in or the
use of collateral; and

(2) in all other cases, section 9322(a) (relating to
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general priority rules) applies to the qualifying security
interests.
§ 9325. Priority of security interests in transferred
col | ateral
(a) Subordination of security interest in transferred
coll ateral .--Except as otherw se provided in subsection (b), a
security interest created by a debtor is subordinate to a
security interest in the same collateral created by another
person if:

(1) the debtor acquired the collateral subject to the
security interest created by the other person;

(2) the security interest created by the other person
was perfected when the debtor acquired the collateral; and

(3) there is no period thereafter when the security
interest is unperfected.

(b) Limtation of subsection (a) subordination.--Subsection
(a) subordinates a security interest only if the security
i nterest:

(1) otherw se would have priority solely under section
9322(a) (relating to general priority rules) or 9324
(relating to priority of purchase-noney security interests);
or

(2) arose solely under section 2711(c) (relating to
security interest of buyer in rejected goods) or 2A508(e)
(relating to security interest in goods in |lessee's
possessi on) .

§ 9326. Priority of security interests created by new debtor
(a) Subordination of security interest created by new
debtor.--Subject to subsection (b), a security interest created

by a new debtor which is perfected by a filed financing
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statement which is effective solely under section 9508 (relating
to effectiveness of financing statenent if new debtor becones
bound by security agreenent) in collateral in which a new debtor
has or acquires rights is subordinate to a security interest in
the sane collateral which is perfected other than by a filed
financing statenent which is effective solely under section
9508.

(b) Priority under other provisions; nultiple original
debtors.--The other provisions of this chapter determ ne the
priority anmong conflicting security interests in the sane
collateral perfected by filed financing statenents which are
effective solely under section 9508. However, if the security
agreenents to which a new debtor becanme bound as debtor were not
entered into by the same original debtor, the conflicting
security interests rank according to priority in time of the new
debtor' s havi ng beconme bound.

§ 9327. Priority of security interests in deposit account.

The follow ng rules govern priority anmong conflicting
security interests in the sane deposit account:

(1) A security interest held by a secured party having
control of the deposit account under section 9104 (relating

to control of deposit account) has priority over a

conflicting security interest held by a secured party that

does not have control
(2) Except as otherw se provided in paragraphs (3) and

(4), security interests perfected by control under section

9314 (relating to perfection by control) rank according to

priority in time of obtaining control.

(3) Except as otherwi se provided in paragraph (4), a
security interest held by the bank with which the deposit
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account is maintained has priority over a conflicting
security interest held by another secured party.

(4) A security interest perfected by control under
section 9104(a)(3) has priority over a security interest held
by the bank with which the deposit account is maintained.

§ 9328. Priority of security interests in investnent property.
The follow ng rules govern priority anmong conflicting
security interests in the sane investnent property:

(1) A security interest of a secured party having
control of investnment property under section 9106 (relating
to control of investnment property) has priority over a
security interest of a secured party that does not have
control over the investnent property.

(2) Except as otherw se provided in paragraphs (3) and
(4), conflicting security interests held by secured parties
each of which has control under section 9106 rank according
to priority in time of:

(1) if the collateral is a security, obtaining
control

(i) if the collateral is a security entitlenent
carried in a securities account and:

(A) if the secured party obtained control under
section 8106(d)(1) (relating to control), the secured
party's becom ng the person for which the securities
account is maintained,

(B) if the secured party obtained control under
section 8106(d)(2), the securities internmediary's
agreenent to conply with the secured party's
entitlenment orders with respect to security

entitlenments carried or to be carried in the
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securities account; or
(C© if the secured party obtained control

t hrough anot her person under section 8106(d)(3), the

time on which priority would be based under this

subsection if the other person were the secured

party; or

(tit) if the collateral is a commdity contract
carried with a commodity internediary, the satisfaction
of the requirenent for control specified in section

9106(b)(2) with respect to commopdity contracts carried or

to be carried with the commodity intermediary.

(3) A security interest held by a securities
internediary in a security entitlenment or a securities
account maintained with the securities intermediary has
priority over a conflicting security interest held by another
secured party.

(4) A security interest held by a commodity intermediary
in a conmmodity contract or a conmodity account nmaintai ned
with the comodity internediary has priority over a
conflicting security interest held by another secured party.

(5) A security interest in a certificated security in
regi stered formwhich is perfected by taking delivery under
section 9313(a) (relating to perfection by possession or
delivery) and not by control under section 9314 (relating to
perfection by control) has priority over a conflicting
security interest perfected by a nmethod other than control.

(6) Conflicting security interests created by a broker,
securities intermediary or cormmodity intermnmediary which are
perfected w thout control under section 9106 rank equally.

(7) In all other cases, priority anmong conflicting
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security interests in investnent property is governed by
sections 9322 (relating to priorities anong conflicting
security interests in and agricultural |liens on sane
collateral) and 9323 (relating to future advances).
§ 9329. Priority of security interests in letter-of-credit
right.
The follow ng rules govern priority anmong conflicting
security interests in the sane letter-of-credit right:
(1) A security interest held by a secured party having
control of the letter-of-credit right under section 9107
(relating to control of letter-of-credit right) has priority
to the extent of its control over a conflicting security
interest held by a secured party that does not have control
(2) Security interests perfected by control under
section 9314 (relating to perfection by control) rank
according to priority in time of obtaining control.
§ 9330. Priority of purchaser of chattel paper or instrument.

(a) Purchaser's priority: security interest clained nerely
as proceeds. --A purchaser of chattel paper has priority over a
security interest in the chattel paper which is clained nerely
as proceeds of inventory subject to a security interest if:

(1) in good faith and in the ordinary course of the
pur chaser's busi ness, the purchaser gives new val ue and takes
possessi on of the chattel paper or obtains control of the
chattel paper under section 9105 (relating to control of
el ectronic chattel paper); and

(2) the chattel paper does not indicate that it has been
assigned to an identified assignee other than the purchaser.
(b) Purchaser's priority: other security interests.--A

pur chaser of chattel paper has priority over a security interest
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in the chattel paper which is clained other than nerely as
proceeds of inventory subject to a security interest if the

pur chaser gives new val ue and takes possession of the chattel
paper or obtains control of the chattel paper under section 9105
in good faith, in the ordinary course of the purchaser's

busi ness and w t hout know edge that the purchase violates the
rights of the secured party.

(c) Chattel paper purchaser's priority in proceeds.--Except
as otherw se provided in section 9327 (relating to priority of
security interests in deposit account), a purchaser having
priority in chattel paper under subsection (a) or (b) also has
priority in proceeds of the chattel paper to the extent that:

(1) section 9322 (relating to priorities anong
conflicting security interests in and agricultural |iens on
same collateral) provides for priority in the proceeds; or

(2) the proceeds consist of the specific goods covered
by the chattel paper or cash proceeds of the specific goods,
even if the purchaser's security interest in the proceeds is
unper f ect ed.

(d) Instrument purchaser's priority.--Except as otherw se
provided in section 9331(a) (relating to rights under Divisions
3, 7 and 8 not limted), a purchaser of an instrunment has
priority over a security interest in the instrunent perfected by
a nmet hod ot her than possession if the purchaser gives value and
t akes possession of the instrunent in good faith and w thout
know edge that the purchase violates the rights of the secured
party.

(e) Holder of purchase-noney security interest gives new
val ue. - - For purposes of subsections (a) and (b), the holder of a

pur chase- nbney security interest in inventory gives new val ue
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for chattel paper constituting proceeds of the inventory.

(f) Indication of assignnent gives know edge. --For purposes
of subsections (b) and (d), if chattel paper or an instrunent
indicates that it has been assigned to an identified secured
party other than the purchaser, a purchaser of the chattel paper
or instrument has know edge that the purchase violates the
rights of the secured party.

§ 9331. Priority of rights of purchasers of instrunents,
docunents and securities under other divisions;
priority of interests in financial assets and
security entitlenments under Division 8.

(a) Rights under Divisions 3, 7 and 8 not limted.--This
di vision does not Iimt the rights of a holder in due course of
a negotiable instrunent, a holder to which a negotiabl e docunent
of title has been duly negotiated or a protected purchaser of a
security. These hol ders or purchasers take priority over an
earlier security interest, even if perfected, to the extent
provided in Divisions 3 (relating to negotiable instrunments), 7
(relating to warehouse receipts, bills of |ading and ot her
docunents of title) and 8 (relating to investnent securities).

(b) Protection under Division 8.--This division does not
l[imt the rights of or inpose liability on a person to the
extent that the person is protected against the assertion of a
cl ai munder Division 8.

(c) Filing not notice.--Filing under this division does not
constitute notice of a claimor defense to the hol ders,
pur chasers or persons described in subsections (a) and (b).

§ 9332. Transfer of noney; transfer of funds from deposit
account .

(a) Transferee of noney.--A transferee of noney takes the
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noney free of a security interest unless the transferee acts in
collusion with the debtor in violating the rights of the secured
party.

(b) Transferee of funds from deposit account.--A transferee
of funds from a deposit account takes the funds free of a
security interest in the deposit account unless the transferee
acts in collusion with the debtor in violating the rights of the
secured party.

§ 9333. Priority of certain liens arising by operation of |aw

(a) Possessory lien.--As used in this section, the term
"possessory |lien" means an interest, other than a security
interest or an agricultural lien:

(1) which secures paynent or performance of an
obligation for services or materials furnished with respect
to goods by a person in the ordinary course of the person's
busi ness;

(2) which is created by statute or rule of law in favor
of the person; and

(3) whose effectiveness depends on the person's
possessi on of the goods.

(b) Priority of possessory lien.--A possessory |lien on goods
has priority over a security interest in the goods unless the
lien is created by a statute which expressly provides ot herw se.
8§ 9334. Priority of security interests in fixtures and crops.

(a) Security interest in fixtures under this division.--A
security interest under this division may be created in goods
whi ch are fixtures or may continue in goods which becone
fixtures. A security interest does not exist under this division
in ordinary building materials incorporated into an inprovenent

on | and.
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(b) Security interest in fixtures under real property |aw.--
Thi s di vision does not prevent creation of an encunbrance upon
fixtures under real property |aw.

(c) General rule: subordination of security interest in
fixtures.--1n cases not governed by subsections (d) through (h),
a security interest in fixtures is subordinate to a conflicting
i nterest of an encunmbrancer or owner of the rel ated real
property other than the debtor.

(d) Fixtures purchase-noney priority.--Except as otherw se
provi ded in subsection (h), a perfected security interest in
fixtures has priority over a conflicting interest of an
encunbrancer or owner of the real property if the debtor has an
interest of record in or is in possession of the real property
and:

(1) the security interest is a purchase-noney security

i nterest;

(2) the interest of the encunbrancer or owner arises
bef ore the goods becone fixtures; and

(3) the security interest is perfected by a fixture
filing before the goods becone fixtures or within 20 days

t hereafter.

(e) Priority of security interest in fixtures over interests
in real property.--A perfected security interest in fixtures has
priority over a conflicting interest of an encunbrancer or owner
of the real property if any of the follow ng paragraphs apply:

(1) The debtor has an interest of record in the real
property or is in possession of the real property and the
security interest:

(i) is perfected by a fixture filing before the

i nterest of the encunbrancer or owner is of record; and

20010S0330B0817 - 142 -



1 (ii) has priority over any conflicting interest of a
2 predecessor in title of the encunbrancer or owner.

3 (2) Before the goods becone fixtures, the security

4 interest is perfected by any nethod permtted by this

5 di vision and the fixtures are readily renovabl e:

6 (1) factory or office machines;

7 (1i) equipnment which is not primarily used or |eased
8 for use in the operation of the real property; or

9 (ti1) replacenents of donestic appliances which are
10 consuner goods.

11 (3) The conflicting interest is a lien on the real

12 property obtained by |egal or equitable proceedings after the
13 security interest was perfected by any nethod permtted by

14 t his division.

15 (4) The security interest is:

16 (i) created in a manufactured hone in a

17 manuf act ur ed- hone transacti on; and

18 (1i) perfected pursuant to a statute described in

19 section 9311(a)(2) (relating to perfection of security
20 interests in property subject to certain statutes,
21 regul ations and treaties).
22 (f) Priority based on consent, disclaimer or right to
23 renove.--A security interest in fixtures, whether or not
24 perfected, has priority over a conflicting interest of an
25 encunbrancer or owner of the real property if:
26 (1) the encunbrancer or owner has, in an authenticated
27 record, consented to the security interest or disclained an
28 interest in the goods as fixtures; or
29 (2) the debtor has a right to renove the goods as
30 agai nst the encunbrancer or owner.
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(g) Continuation of subsection (f)(2) priority.--The
priority of the security interest under subsection (f)(2)
continues for a reasonable tinme if the debtor's right to renove
t he goods as agai nst the encunbrancer or owner term nates.

(h) Priority of construction nortgage.--A nortgage is a
construction nortgage to the extent that it secures an
obligation incurred for the construction of an inprovenent on
| and, including the acquisition cost of the land, if a recorded
record of the nortgage so indicates. Except as otherw se
provi ded in subsections (e) and (f), a security interest in
fixtures is subordinate to a construction nortgage if a record
of the nortgage is recorded before the goods becone fixtures and
t he goods becone fixtures before the conpletion of the
construction. A nortgage has this priority to the same extent as
a construction nortgage to the extent that it is given to
refinance a construction nortgage.

(i) Priority of security interest in crops.--A perfected
security interest in crops growing on real property has priority
over a conflicting interest of an encunbrancer or owner of the
real property if the debtor has an interest of record in or is
i n possession of the real property.

§ 9335. Accessi ons.

(a) Creation of security interest in accession.--A security
interest nmay be created in an accession and continues in
col l ateral which becomes an accessi on.

(b) Perfection of security interest.--1f a security interest
is perfected when the coll ateral becomes an accession, the
security interest remains perfected in the collateral.

(c) Priority of security interest.--Except as otherw se

provi ded in subsection (d), the other provisions of this chapter
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determne the priority of a security interest in an accession.

(d) Conpliance with certificate-of-title statute.--A
security interest in an accession is subordinate to a security
interest in the whole which is perfected by conpliance with the
requi renents of a certificate-of-title statute under section
9311(b) (relating to perfection of security interests in
property subject to certain statutes, regulations and treaties).

(e) Renoval of accession after default.--After default,
subject to Chapter 96 (relating to default), a secured party may
remove an accession fromother goods if the security interest in
t he accession has priority over the clainms of every person
having an interest in the whole.

(f) Reinbursenent follow ng renoval .--A secured party that
removes an accessi on from ot her goods under subsection (e) shal
pronptly reinburse any hol der of a security interest or other
lien on, or owner of, the whole or of the other goods, other
than the debtor, for the cost of repair of any physical injury
to the whole or the other goods. The secured party need not
rei nburse the hol der or owner for any dimnution in value of the
whol e or the other goods caused by the absence of the accession
removed or by any necessity for replacing it. A person entitled
to rei nbursenent may refuse perm ssion to renove until the
secured party gives adequate assurance for the performance of
the obligation to reinburse.

§ 9336. Conmi ngl ed goods.

(a) Conm ngled goods.--As used in this section, the term
"conmi ngl ed goods"” neans goods which are physically united with
ot her goods in such a manner that their identity is lost in a
product or nBss.

(b) No security interest in conm ngled goods as such.--A
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security interest does not exist in comm ngled goods as such.
However, a security interest may attach to a product or nmass
whi ch results when goods beconme comm ngl ed goods.

(c) Attachnment of security interest to product or nass.--If
col | ateral beconmes conm ngl ed goods, a security interest
attaches to the product or nmss.

(d) Perfection of security interest.--1f a security interest
in collateral is perfected before the collateral becones
comm ngl ed goods, the security interest which attaches to the
product or nass under subsection (c) is perfected.

(e) Priority of security interest.--Except as otherw se
provi ded in subsection (f), the other provisions of this chapter
determne the priority of a security interest which attaches to
t he product or mass under subsection (c).

(f) Conflicting security interests in product or mass.--If
nore than one security interest attaches to the product or mass
under subsection (c), the followng rules determne priority:

(1) A security interest which is perfected under
subsection (d) has priority over a security interest which is
unperfected at the tinme the collateral becones conm ngl ed
goods.

(2) If nore than one security interest is perfected
under subsection (d), the security interests rank equally in
proportion to the value of the collateral at the tine it
became conm ngl ed goods.

§ 9337. Priority of security interests in goods covered by
certificate of title.

If, while a security interest in goods is perfected by any
nmet hod under the | aw of another jurisdiction, the Commobnweal th

issues a certificate of title which does not show that the goods
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1 are subject to the security interest or contain a statenent that
2 they may be subject to security interests not shown on the

3 certificate:

4 (1) a buyer of the goods, other than a person in the

5 busi ness of selling goods of that kind, takes free of the

6 security interest if the buyer gives value and receives

7 delivery of the goods after issuance of the certificate and
8 wi t hout knowl edge of the security interest; and

9 (2) the security interest is subordinate to a

10 conflicting security interest in the goods which attaches,
11 and is perfected under section 9311(b) (relating to

12 perfection of security interests in property subject to

13 certain statutes, regulations and treaties), after issuance
14 of the certificate and without the conflicting secured

15 party's know edge of the security interest.

16 8§ 9338. Priority of security interest or agricultural lien

17 perfected by filed financing statenment providing

18 certain incorrect information.

19 If a security interest or agricultural lien is perfected by a

20 filed financing statenent providing information described in
21 section 9516(b)(5) (relating to what constitutes filing;
22 effectiveness of filing) which is incorrect at the tinme the

23 financing statenment is fil ed:

24 (1) the security interest or agricultural lien is

25 subordinate to a conflicting perfected security interest in
26 the collateral to the extent that the holder of the

27 conflicting security interest gives value in reasonable

28 reliance upon the incorrect information; and

29 (2) a purchaser, other than a secured party, of the

30 collateral takes free of the security interest or
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agricultural lien to the extent that, in reasonable reliance

upon the incorrect information, the purchaser gives val ue

and, in the case of chattel paper, docunents, goods,
instruments or a security certificate, receives delivery of

t he col |l ateral
§ 9339. Priority subject to subordination.

Thi s division does not preclude subordinati on by agreenent by
a person entitled to priority.

SUBCHAPTER D
Rl GHTS OF BANK
Sec.
9340. Effectiveness of right of recoupnent or set-off against
deposit account.
9341. Bank's rights and duties with respect to deposit
account .
9342. Bank's right to refuse to enter into or disclose
exi stence of control agreenent.
§ 9340. Effectiveness of right of recoupnent or set-off against
deposit account.

(a) Exercise of recoupnent or set-off.--Except as otherw se
provi ded in subsection (c), a bank with which a deposit account
is maintai ned may exercise any right of recoupnment or set-off
agai nst a secured party that holds a security interest in the
deposit account.

(b) Recoupnent or set-off not affected by security
i nterest.--Except as otherw se provided in subsection (c), the
application of this division to a security interest in a deposit
account does not affect a right of recoupnent or set-off of the
secured party as to a deposit account maintained with the

secured party.
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(c) Wen set-off ineffective.--The exercise by a bank of a
set-off against a deposit account is ineffective against a
secured party that holds a security interest in the deposit
account which is perfected by control under section 9104(a)(3)
(relating to requirenents for control) if the set-off is based
on a claimagai nst the debtor.

§ 9341. Bank's rights and duties with respect to deposit
account .

Except as otherw se provided in section 9340(c) (relating to
when set-off ineffective) and unl ess the bank ot herw se agrees
in an authenticated record, a bank's rights and duties with
respect to a deposit account nmaintained with the bank are not
term nat ed, suspended or nodified by:

(1) the creation, attachnent or perfection of a security
interest in the deposit account;
(2) the bank's know edge of the security interest; or
(3) the bank's receipt of instructions fromthe secured
party.
§ 9342. Bank's right to refuse to enter into or disclose
exi stence of control agreenent.

Thi s division does not require a bank to enter into an
agreenent of the kind described in section 9104(a)(2) (relating
to requirenents for control) even if its customer so requests or
directs. A bank which has entered into such an agreenent is not
required to confirmthe existence of the agreenent to anot her
person unl ess requested to do so by its custoner.

CHAPTER 94
RI GHTS OF THI RD PARTI ES
Sec.

9401. Alienability of debtor's rights.
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9402. Secured party not obligated on contract of debtor or in
tort.
9403. Agreenent not to assert defenses agai nst assignee.
9404. Rights acquired by assignee; clains and def enses agai nst
assi gnee.
9405. Modification of assigned contract.
9406. Discharge of account debtor; notification of
assignment; identification and proof of assignnent;
restrictions on assignnent of accounts, chattel paper,
paynent intangi bl es and prom ssory notes ineffective.
9407. Restrictions on creation or enforcenment of security
interest in | easehold interest or in | essors residual
i nterest.
9408. Restrictions on assignnment of prom ssory notes,
heal t h- care-i nsurance recei vabl es and certain general
i ntangi bl es i neffective.
9409. Restrictions on assignment of letter-of-credit rights
i neffective.
§ 9401. Alienability of debtor's rights.
(a) Oher law governs alienability; exceptions.--Except as
ot herwi se provided in subsections (b) and (c), whether a
debtor's rights in collateral may be voluntarily or
involuntarily transferred is governed by |law other than this
di vi si on.
(b) Agreenent does not prevent transfer.--An agreenent
bet ween the debtor and secured party which prohibits a transfer
of the debtor's rights in collateral or nmakes the transfer a
default does not prevent the transfer fromtaking effect.
(c) Exceptions.--Subsection (a) is also subject to the

fol | ow ng:
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(1) section 9406 (relating to discharge of account
debtor; notification of assignnent; identification and proof
of assignment; restrictions on assignment of accounts,
chattel paper, paynent intangibles and prom ssory notes
i neffective);
(2) section 9407 (relating to restrictions on creation
or enforcenent of security interest in |easehold interest or
in lessor's residual interest);
(3) section 9408 (relating to restrictions on assi gnnent
of prom ssory notes, health-care-insurance receivabl es and
certain general intangibles ineffective); and
(4) section 9409 (relating to restrictions on assi gnnent
of letter-of-credit rights ineffective).
§ 9402. Secured party not obligated on contract of debtor or in
tort.

The exi stence of a security interest, agricultural lien or
authority given to a debtor to di spose of or use collateral
wi t hout nore, does not subject a secured party to liability in
contract or tort for the debtor's acts or om ssions.
§ 9403. Agreenent not to assert defenses agai nst assignee.

(a) Value.--As used in this section, the term"val ue" has
t he neani ng provided in section 3303(a) (relating to val ue).

(b) Agreenment not to assert claimor defense.--Except as
ot herwi se provided in this section, an agreenent between an
account debtor and an assignor not to assert agai nst an assi gnee
any claimor defense which the account debtor may have agai nst
t he assignor is enforceable by an assignee that takes an
assi gnment :

(1) for val ue;

(2) in good faith;
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(3) wthout notice of a claimof a property or
possessory right to the property assigned; and

(4) wthout notice of a defense or claimin recoupnent
of the type which nmay be asserted against a person entitled

to enforce a negotiable instrunent under section 3305(a)

(relating to defenses and clains in recoupnent).

(c) Wen subsection (b) not applicable.--Subsection (b) does
not apply to defenses of a type which may be asserted agai nst a
hol der in due course of a negotiable instrunment under section
3305(b).

(d) OQOmssion of required statenent in consuner
transaction.--1n a consuner transaction, if a record evidences
t he account debtor's obligation, |aw other than this division
requires that the record include a statenent to the effect that
the rights of an assignee are subject to clains or defenses
whi ch the account debtor could assert against the original
obl i gee and the record does not include such a statenent:

(1) the record has the same effect as if the record
i ncl uded such a statenent; and
(2) the account debtor nmay assert agai nst an assi gnee

t hose clains and defenses which woul d have been available if

the record included such a statenent.

(e) Rule for individual under other law. --This section is
subject to law other than this division which establishes a
different rule for an account debtor who is an individual and
who incurred the obligation primarily for personal, famly or
househol d pur poses.

(f) Oher |aw not displaced.--Except as ot herw se provided
in subsection (d), this section does not displace |aw other than

this division which gives effect to an agreenent by an account
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debtor not to assert a claimor defense against an assi gnee.
8§ 9404. Rights acquired by assignee; clains and defenses
agai nst assi gnee.

(a) Assignee's rights subject to ternms, clainms and defenses;
exceptions.--Unl ess an account debtor has nade an enforceabl e
agreenent not to assert defenses or clains, and subject to
subsections (b) through (e), the rights of an assignee are
subj ect to:

(1) all ternms of the agreenent between the account
debt or and assi gnor and any defense or claimin recoupnent
arising fromthe transaction which gave rise to the contract;
and

(2) any other defense or claimof the account debtor
agai nst the assignor which accrues before the account debtor
receives a notification of the assignnment authenticated by
t he assignor or the assignee.

(b) Account debtor's claimreduces anobunt owed to
assi gnee. - - Subj ect to subsection (c) and except as otherw se
provi ded in subsection (d), the claimof an account debtor
agai nst an assignor may be asserted agai nst an assi gnee under
subsection (a) only to reduce the anmount the account debtor
owes.

(c) Rule for individual under other law. --This section is
subject to law other than this division which establishes a
different rule for an account debtor who is an individual and
who incurred the obligation primarily for personal, famly or
househol d pur poses.

(d) QOmssion of required statenent in consuner
transaction.--1n a consuner transaction, if a record evidences

t he account debtor's obligation, |aw other than this division
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requires that the record include a statenent to the effect that
t he account debtor's recovery against an assignee with respect
to clainms and defenses agai nst the assignor may not exceed
anounts paid by the account debtor under the record, and the
record does not include such a statenment, the extent to which a
cl ai m of an account debtor against the assignor may be asserted
agai nst an assignee is determned as if the record included such
a statement.

(e) Inapplicability to health-care-insurance receivable.--
This section does not apply to an assignnment of a health-care-

i nsurance receivabl e.
8§ 9405. Modification of assigned contract.

(a) Effect of nodification on assignee.--A nodification of
or substitution for an assigned contract is effective against an
assignee if made in good faith. The assignee acquires
correspondi ng rights under the nodified or substituted contract.
The assignnent may provide that the nodification or substitution
is a breach of contract by the assignor. This subsection is
subj ect to subsections (b) through (d).

(b) Applicability of subsection (a).--Subsection (a) applies
to the extent that:

(1) the right to paynent or a part thereof under an
assigned contract has not been fully earned by performance;
or

(2) the right to paynent or a part thereof has been
fully earned by performance and the account debtor has not
received notification of the assignment under section 9406(a)
(relating to discharge of account debtor; effect of
notification).

(c) Rule for individual under other law. --This section is
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1 subject to law other than this division which establishes a

2 different rule for an account debtor who is an individual and
3 who incurred the obligation primarily for personal, famly or

4 househol d purposes.

5 (d) Inapplicability to health-care-insurance receivable.--
6 This section does not apply to an assignnent of a health-care-
7 insurance receivable.

8 8 9406. Discharge of account debtor; notification of

9 assignment; identification and proof of assignnent;
10 restrictions on assignnent of accounts, chattel

11 paper, paynment intangi bles and prom ssory notes

12 i nef fective.

13 (a) Discharge of account debtor; effect of notification.--
14 Subject to subsections (b) through (i), an account debtor on an
15 account, chattel paper or a paynent intangible may discharge its
16 obligation by paying the assignor until, but not after, the

17 account debtor receives a notification, authenticated by the
18 assignor or the assignee, that the amount due or to becone due
19 has been assigned and that paynent is to be nade to the
20 assignee. After receipt of the notification, the account debtor
21 may discharge its obligation by paying the assignee and nmay not
22 discharge the obligation by paying the assignor.
23 (b) When notification ineffective.--Subject to subsection
24 (h), notification is ineffective under subsection (a):
25 (1) If it does not reasonably identify the rights
26 assi gned.
27 (2) To the extent that an agreenent between an account
28 debtor and a seller of a paynent intangible limts the
29 account debtor's duty to pay a person other than the seller
30 and the limtation is effective under [aw other than this
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1 di vi si on.

2 (3) At the option of an account debtor, if the

3 notification notifies the account debtor to nake | ess than

4 the full anpbunt of any installnent or other periodic paynent
5 to the assignee, even if:

6 (i) only a portion of the account, chattel paper or
7 paynent intangi bl e has been assigned to that assignee;

8 (ii) a portion has been assigned to anot her

9 assi gnee; or

10 (i) the account debtor knows that the assignnent
11 to that assignee is limted.

12 (c) Proof of assignnent.--Subject to subsection (h), if

13 requested by the account debtor, an assignee shall seasonably
14 furnish reasonabl e proof that the assignnent has been made.

15 Unless the assignee conplies, the account debtor may di scharge
16 its obligation by paying the assignor, even if the account

17 debtor has received a notification under subsection (a).

18 (d) Termrestricting assignnment generally ineffective.--

19 Except as otherw se provided in subsections (e) and (j) and
20 sections 2A303 (relating to alienability of party's interest
21 under | ease contract or of lessor's residual interest in goods;
22 del egation of performance; transfer of rights) and 9407
23 (relating to restrictions on creation or enforcenent of security
24 interest in |easehold interest or in |essor's residual
25 interest), and subject to subsection (h), a termin an agreenent
26 between an account debtor and an assignor or in a promssory
27 note is ineffective to the extent that it:
28 (1) prohibits, restricts or requires the consent of the
29 account debtor or person obligated on the prom ssory note to
30 t he assignnent or transfer of, or the creation, attachnent,
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perfection or enforcenment of a security interest in, the
account, chattel paper, paynent intangible or prom ssory
note; or

(2) provides that the assignnent or transfer or the
creation, attachnent, perfection or enforcenent of the
security interest may give rise to a default, breach, right
of recoupnent, claim defense, term nation, right of
term nation or renedy under the account, chattel paper,
paynment intangi ble or prom ssory note.

(e) Inapplicability of subsection (d) to certain sales.--
Subsection (d) does not apply to the sale of a paynent
i ntangi bl e or prom ssory note.

(f) Legal restrictions on assignnent generally
i neffective.--Except as otherwi se provided in subsection (j) and
sections 2A303 and 9407 and subject to subsections (h) and (i),
a rule of law, statute or regulation which prohibits, restricts
or requires the consent of a governnment, governnental body or
of ficial or account debtor to the assignnment or transfer of, or
creation of a security interest in, an account or chattel paper
is ineffective to the extent that the rule of law, statute or
regul ati on:

(1) prohibits, restricts or requires the consent of the
government, governnental body or official or account debtor
to the assignnment or transfer of, or the creation,
attachnment, perfection or enforcenment of a security interest
in, the account or chattel paper; or

(2) provides that the assignnent or transfer or the
creation, attachnent, perfection or enforcenent of the
security interest may give rise to a default, breach, right

of recoupnent, claim defense, term nation, right of
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1
2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

term nation or renedy under the account or chattel paper.

(g) Subsection (b)(3) not waivable.--Subject to subsection
(h), an account debtor may not waive or vary its option under
subsection (b)(3).

(h) Rule for individual under other law. --This section is
subject to law other than this division which establishes a
different rule for an account debtor who is an individual and
who incurred the obligation primarily for personal, famly or
househol d pur poses.

(i) Inapplicability to health-care-insurance receivable.--
This section does not apply to an assignnment of a health-care-

i nsurance receivabl e.

(j) Section prevails over inconsistent |aw --

(1) Except as set forth in paragraphs (2), (3) anrd—{(4), <—

(4) AND (5), this section prevails over any inconsistent

provi sion of any existing or future statute or regul ati on of

t he Comonweal th, unless the provision is contained in a

statute of the Comonweal th, refers expressly to this section

and states that the provision prevails over this section.
(2) Subsection (f) does not apply to an account or
chattel paper if the account debtor is the Conmonwealt h.
(3) Subsection (f) does not apply to the foll ow ng:
(i) Aclaimor right to receive benefits under a
wor kers' conpensation act as conpensation for personal
injury or sickness, including a claimor right to receive
benefits under the act of June 2, 1915 (P.L.736, No.338),
known as the Workers' Conpensation Act.
(ii) The act of June 21, 1939 (P.L.566, No.284),
known as The Pennsyl vani a Occupational D sease Act.

(i) Section 306 of the act of August 26, 1971
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1 (P.L.351, No.91), known as the State Lottery Law.

2 i Lai ol . ket I -
3 . | whetd I o

4 ’ ’ - ’

5 : | ohvsieal iniuri hvsical

6 ol i neludi Lai ol .

7 ; —+3 —13)

8 as—t-he—Structured—Settlenrent—Proteeton—~Act—

9 (4) Subsections (d) and (f) do not apply to a claimor

10 right to receive benefits froma special needs trust

11 described in section 1917(d)(4) of the Social Security Act

12 (49 Stat. 620, 42 U.S.C. § 1396R(e}{4) 1396P(D)(4)). <
13 (5) THE LI M TATI ONS ON RESTRI CTI ONS OF ASSI GNVENTS <—
14 CONTAI NED I'N THI' S SECTI ON ARE | NAPPLI CABLE TO TRANSFERS OF

15 STRUCTURED SETTLEMENT PAYMENT RI GHTS PURSUANT TO THE ACT OF

16 FEBRUARY 11, 2000 (P.L.1, NO 1), KNOMN AS THE STRUCTURED

17 SETTLEMENT PROTECTI ON ACT.

18 8§ 9407. Restrictions on creation or enforcenent of security

19 interest in |easehold interest or in lessor's
20 residual interest.
21 (a) Termrestricting assignnment generally ineffective.--
22 Except as otherw se provided in subsection (b), atermin a
23 lease agreenent is ineffective to the extent that it:
24 (1) prohibits, restricts or requires the consent of a
25 party to the | ease to the assignnment or transfer of, or the
26 creation, attachnent, perfection or enforcenent of a security
27 interest in, an interest of a party under the | ease contract
28 or in the lessor's residual interest in the goods; or
29 (2) provides that the assignnent or transfer or the
30 creation, attachnent, perfection or enforcenent of the
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security interest may give rise to a default, breach, right

of recoupnent, claim defense, term nation, right of

term nation or renedy under the | ease.

(b) Effectiveness of certain terns.--Except as otherw se
provided in section 2A303(g) (relating to requirenents for
prohi bition of transfer in consunmer |ease), a termdescribed in
subsection (a)(2) is effective to the extent that there is:

(1) a transfer by the |l essee of the | essee's right of
possessi on or use of the goods in violation of the term or

(2) a delegation of a material performance of either
party to the | ease contract in violation of the term

(c) Security interest not material inpairnent.--The
creation, attachnent, perfection or enforcenent of a security
interest in the lessor's interest under the | ease contract or
the lessor's residual interest in the goods is not a transfer
which nmaterially inpairs the | essee's prospect of obtaining
return performance or materially changes the duty of or
materially increases the burden or risk inposed on the | essee
wi thin the purview of section 2A303(d) (relating to certain
rights and renmedi es) unless, and then only to the extent that,
enforcenent actually results in a delegation of materi al
performance of the |essor.

§ 9408. Restrictions on assignment of prom ssory notes, health-
care-insurance receivabl es and certain general
i ntangi bl es i neffective.

(a) Termrestricting assignnment generally ineffective.--
Except as ot herw se provided in subsections (b) and (e), a term
in a promssory note or in an agreenent between an account
debtor and a debtor which relates to a heal th-care-insurance

recei vable or a general intangible, including a contract,
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permt, license or franchise, and which term prohibits,
restricts or requires the consent of the person obligated on the
prom ssory note or the account debtor to, the assignnment or
transfer of, or creation, attachnent or perfection of a security
interest in, the prom ssory note, health-care-insurance
recei vabl e or general intangible, is ineffective to the extent
that the term
(1) would inpair the creation, attachnent or perfection
of a security interest; or
(2) provides that the assignnent or transfer or the
creation, attachnent or perfection of the security interest
may give rise to a default, breach, right of recoupnent,
claim defense, termnation, right of term nation or remnedy
under the prom ssory note, health-care-insurance receivable
or general intangible.

(b) Applicability of subsection (a) to sales of certain
rights to paynent.--Subsection (a) applies to a security
interest in a paynent intangible or prom ssory note only if the
security interest arises out of a sale of the paynment intangible
or promi ssory note.

(c) Legal restrictions on assignnent generally
i neffective.--Except as otherwi se provided in subsection (e), a
rule of law, statute or regulation which prohibits, restricts or
requires the consent of a governnment, governnental body or
of ficial, person obligated on a prom ssory note or account
debtor to the assignment or transfer of, or creation of a
security interest in, a prom ssory note, health-care-insurance
recei vabl e or general intangible, including a contract, permt,
i cense or franchi se between an account debtor and a debtor, is

ineffective to the extent that the rule of |law, statute or
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regul ati on:
(1) would inpair the creation, attachnent or perfection
of a security interest; or

(2) provides that the assignnent or transfer or the

1
2
3
4
5 creation, attachnent or perfection of the security interest
6 may give rise to a default, breach, right of recoupnent,

7 claim defense, termnation, right of term nation or remnedy

8 under the prom ssory note, health-care-insurance receivable

9 or general intangible.

10 (d) Limtation on ineffectiveness under subsections (a) and
11 (c).--To the extent that a termin a prom ssory note or in an

12 agreenent between an account debtor and a debtor which rel ates
13 to a health-care-insurance receivable or general intangible or a
14 rule of law, statute or regul ation described in subsection (c)
15 would be effective under |aw other than this division but is

16 ineffective under subsection (a) or (c), the creation,

17 attachment or perfection of a security interest in the

18 prom ssory note, health-care-insurance receivable or general

19 intangible:

20 (1) is not enforceable against the person obligated on
21 the prom ssory note or the account debtor;

22 (2) does not inpose a duty or obligation on the person
23 obl i gated on the prom ssory note or the account debtor;

24 (3) does not require the person obligated on the

25 prom ssory note or the account debtor to recognize the

26 security interest, pay or render performance to the secured
27 party or accept paynent or performance fromthe secured

28 party;

29 (4) does not entitle the secured party to use or assign
30 the debtor's rights under the prom ssory note, health-care-
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i nsurance receivabl e or general intangible, including any
related information or materials furnished to the debtor in
the transaction giving rise to the prom ssory note, health-
care-insurance receivable or general intangible;

(5) does not entitle the secured party to use, assign,
possess or have access to any trade secrets or confidential
i nformati on of the person obligated on the prom ssory note or
t he account debtor; and

(6) does not entitle the secured party to enforce the
security interest in the prom ssory note, health-care-

i nsurance recei vabl e or general intangible.
(e) Section prevails over inconsistent |aw --

(1) Except as set forth in paragraphs (2) ard{3), (3) <—
AND (4), this section prevails over any inconsistent
provi sion of any existing or future statute or regul ati on of
t he Comonweal th, unless the provision is contained in a
statute of the Commonweal th, refers expressly to this section
and states that the provision prevails over this section.

(2) Subsection (c) does not apply to the provisions,
clainms and rights listed in section 9406(j)(3) (relating to
di scharge of account debtor; notification of assignnent;
identification and proof of assignnment; restrictions on
assi gnment of accounts, chattel paper, paynent intangibles
and prom ssory notes ineffective).

(3) Subsections (a) and (c) do not apply to the clains
and rights described in section 9406(j)(4).

(4) THE LI M TATI ONS ON RESTRI CTI ONS OF ASSI GNVENTS <—
CONTAI NED I'N THI' S SECTI ON ARE | NAPPLI CABLE TO TRANSFERS OF
STRUCTURED SETTLEMENT PAYMENT RI GHTS PURSUANT TO THE ACT OF
FEBRUARY 11, 2000 (P.L.1, NO 1), KNOMN AS THE STRUCTURED
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SETTLEMENT PROTECTI ON ACT.

8§ 9409. Restrictions on assignment of letter-of-credit rights
i neffective.

(a) Termor law restricting assignnment generally
ineffective.--Atermin a letter of credit or a rule of |aw,
statute, regulation, customor practice applicable to the letter
of credit which prohibits, restricts or requires the consent of
an applicant, issuer or nom nated person to a beneficiary's
assignment of or creation of a security interest in a letter-of-
credit right is ineffective to the extent that the termor rule
of law, statute, regul ation, customor practice:

(1) would inpair the creation, attachnent or perfection
of a security interest in the letter-of-credit right; or

(2) provides that the assignnent or the creation,
attachnment or perfection of the security interest may give
rise to a default, breach, right of recoupnent, claim
defense, termnation, right of termination or renmedy under
the letter-of-credit right.

(b) Limtation on ineffectiveness under subsection (a).--To
the extent that a termin a letter of credit is ineffective
under subsection (a) but would be effective under |aw other than
this division or a customor practice applicable to the letter
of credit, to the transfer of a right to draw or otherw se
demand performance under the letter of credit or to the
assignment of a right to proceeds of the letter of credit, the
creation, attachnent or perfection of a security interest in the
letter-of-credit right:

(1) is not enforceabl e against the applicant, issuer,
nom nat ed person or transferee beneficiary;

(2) inposes no duties or obligations on the applicant,
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i ssuer, nom nated person or transferee beneficiary; and

(3) does not require the applicant, issuer, nom nated

person or transferee beneficiary to recognize the security

interest, pay or render performance to the secured party or

accept paynent or other performance fromthe secured party.

CHAPTER 95
FI LI NG

Subchapt er

A

B

Sec.
9501.
9502.

9503.

9504.
9505.

9506.

9507.

9508.

9509.
9510.

Filing Ofice; Contents and Effectiveness of Financing
St at enent
Duties and Operation of Filing Ofice
SUBCHAPTER A
FI LI NG OFFI CE; CONTENTS AND
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Filing office.

Contents of financing statenent; record of nortgage as
financing statenment; tine of filing financing statenent.
Nane of debtor and secured party.

I ndi cation of collateral.

Filing and conpliance with other statutes and treaties for
consi gnnments, |eases, other bailnents and ot her
transacti ons.

Ef fect of errors or om ssions.

Ef fect of certain events on effectiveness of financing
st at enent .

Ef f ecti veness of financing statement if new debtor
becomes bound by security agreenent.

Persons entitled to file a record.

Ef fecti veness of filed record.
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9511. Secured party of record.

9512. Anendnent of financing statenent.

9513. Term nation statenent.

9514. Assignnment of powers of secured party of record.

9515. Duration and effectiveness of financing statenent; effect
of | apsed financing statenent.

9516. What constitutes filing; effectiveness of filing.

9517. Effect of indexing errors.

9518. dC aimconcerning inaccurate or wongfully filed record.

§ 9501. Filing office.

(a) Filing offices.--Except as otherw se provided in
subsection (b), if the local law of this Conmonweal th governs
perfection of a security interest or agricultural lien, the
office in which to file a financing statenent to perfect the
security interest or agricultural lien is one of the follow ng:

(1) The office designated for the filing or recording of
a record of a nortgage on the related real property, if:

(1) the collateral is as-extracted collateral or
tinber to be cut; or

(1i) the financing statenment is filed as a fixture
filing and the collateral is goods which are or are to
become fi xtures.

(2) The office of the Secretary of the Conmonwealth in
all other cases, including a case in which the collateral is
goods which are or are to becone fixtures and the financing
statenment is not filed as a fixture filing.

(b) Filing office for transmtting utilities.--The office in
which to file a financing statement to perfect a security
interest in collateral, including fixtures, of a transmtting

utility is the office of the Secretary of the Commonweal th. The
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financing statenment also constitutes a fixture filing as to the
collateral indicated in the financing statenent which is or is
to becone fixtures.
§ 9502. Contents of financing statenment; record of nortgage as
financing statenent; tine of filing financing
st at enent .
(a) Sufficiency of financing statement.--Subject to
subsection (b), a financing statenment is sufficient only if it:
(1) provides the nane of the debtor;
(2) provides the nane of the secured party or a
representative of the secured party; and
(3) indicates the collateral covered by the financing

st at enent .

(b) Real-property-related financing statenents.--Except as
ot herwi se provided in section 9501(b) (relating to filing office
for transmtting utilities), to be sufficient, a financing
statenment which covers as-extracted collateral or tinber to be
cut or which is filed as a fixture filing and covers goods which

are or are to becone fixtures nust satisfy subsection (a) and

al so:
(1) indicate that it covers this type of collateral
(2) indicate that it is to be filed in the real property
records;

(3) provide a description of the real property to which
the collateral is related; and
(4) if the debtor does not have an interest of record in
the real property, provide the nanme of a record owner.
(c) Record of nortgage as financing statenent.--A record of
a nortgage is effective, fromthe date of recording, as a

financing statenent filed as a fixture filing or as a financing
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1 statement covering as-extracted collateral or tinber to be cut

2 only if:

3 (1) the record indicates the goods or accounts which it
4 covers;

5 (2) the goods are or are to becone fixtures related to
6 the real property described in the record or the coll ateral
7 is related to the real property described in the record and
8 is as-extracted collateral or tinber to be cut;

9 (3) the record satisfies the requirenents for a

10 financing statenent in this section other than an indication
11 that it is to be filed in the real property records; and

12 (4) the record is duly recorded.

13 (d) Filing before security agreenent or attachnment.--A

14 financing statement nay be filed before a security agreenent is
15 nade or a security interest otherw se attaches.

16 8 9503. Name of debtor and secured party.

17 (a) Sufficiency of debtor's nane.--A financing statenent

18 sufficiently provides the nanme of the debtor:

19 (1) |If the debtor is a registered organi zation, only if
20 t he financing statenent provides the nane of the debtor

21 i ndicated on the public record of the debtor's jurisdiction
22 of organi zati on which shows the debtor to have been

23 or gani zed.

24 (2) If the debtor is a decedent's estate, only if the
25 fi nanci ng statenent provides the nanme of the decedent and
26 indicates that the debtor is an estate.

27 (3) If the debtor is a trust or a trustee acting with
28 respect to property held in trust, only if the financing

29 st at enent :

30 (i) provides the nane specified for the trust inits
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organi ¢ docunents or, if no nanme is specified, provides
the nane of the settlor and additional information
sufficient to distinguish the debtor fromother trusts
havi ng one or nore of the same settlors; and

(i) indicates, in the debtor's nanme or otherw se,
that the debtor is a trust or is a trustee acting with
respect to property held in trust; and
(4) In other cases:

(i) if the debtor has a nane, only if it provides
t he individual or organizational name of the debtor; and

(ii) if the debtor does not have a nane, only if it
provi des the nanmes of the partners, nenbers, associates
or other persons conprising the debtor.

(b) Additional debtor-related information.--A financing
st at ement which provi des the nanme of the debtor in accordance
wi th subsection (a) is not rendered ineffective by the absence
of :

(1) a trade name or other nane of the debtor; or
(2) unless required under subsection (a)(4)(ii), names
of partners, nenbers, associates or other persons conprising

t he debtor.

(c) Debtor's trade nane insufficient.--A financing statenent
whi ch provides only the debtor's trade nane does not
sufficiently provide the nanme 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
st at enent .

(e) Miltiple debtors and secured parties.--A financing

statement nay provide the nane of nore than one debtor and the
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name of nore than one secured party.

§ 9504. Indication of collateral.

A financing statenent sufficiently indicates the coll ateral
which it covers if the financing statenment provides:

(1) a description of the collateral pursuant to section

9108 (relating to sufficiency of description); or

(2) an indication that the financing statenment covers
all assets or all personal property.

§ 9505. Filing and conpliance with other statutes and treaties
for consignnments, |eases, other bailnments and ot her
transacti ons.

(a) Use of ternms other than "debtor" and "secured party".--A
consi gnor, |lessor or other bailor of goods, a licensor or a
buyer of a paynent intangible or prom ssory note nay file a
financing statenment or nay conply with a statute or treaty
described in section 9311(a) (relating to perfection of security

interests in property subject to certain statutes, regul ations

and treaties), using the ternms "consignor,"” "consignee,"
"l essor," "lessee," "bailor," "bailee,” "licensor," "licensee,"
"owner," "registered owner," "buyer," "seller" or words of

simlar inport, instead of the terns "secured party" and
"debtor."

(b) Effect of financing statenment under subsection (a).--
This chapter applies to the filing of a financing statenent
under subsection (a) and, as appropriate, to conpliance which is
equivalent to filing a financing statenent under section
9311(b), but the filing or conpliance is not of itself a factor
in determ ning whether the collateral secures an obligation. If
it is determ ned for another reason that the collateral secures

an obligation, a security interest held by the consignor,
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1 lessor, bailor, licensor, owner or buyer which attaches to the
2 collateral is perfected by the filing or conpliance.

3 § 9506. Effect of errors or om ssions.

4 (a) Mnor errors and om ssions.--A financing statenent

5 substantially satisfying the requirenments of this chapter is

6 effective even if it has mnor errors or om ssions, unless the
7 errors or om ssions nmake the financing statenent seriously

8 m sl eading.

9 (b) Financing statenent seriously m sl eading.--Except as
10 otherw se provided in subsection (c), a financing statenent

11 which fails sufficiently to provide the nane of the debtor in
12 accordance with section 9503(a) (relating to sufficiency of

13 debtor's nane) is seriously m sl eading.

14 (c) Financing statenent not seriously msleading.--1f a

15 search of the records of the filing office under the debtor's
16 <correct nanme, using the filing office's standard search | ogic,
17 if any, would disclose a financing statenent which fails

18 sufficiently to provide the nanme of the debtor in accordance
19 wth section 9503(a), the name provided does not nake the
20 financing statenent seriously m sleading.
21 (d) Debtor's correct nane.--For purposes of section 9508(b)
22 (relating to effectiveness of financing statenent if new debtor
23 becones bound by security agreenent), the "debtor's correct
24 name" in subsection (c) nmeans the correct name of the new
25 debtor
26 8§ 9507. Effect of certain events on effectiveness of financing
27 st at enent .
28 (a) Disposition.--A filed financing statenent remains
29 effective with respect to collateral which is sold, exchanged,
30 leased, |licensed or otherw se disposed of and in which a
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security interest or agricultural lien continues, even if the
secured party knows of or consents to the disposition.

(b) Information becom ng seriously m sl eading. --Except as
ot herwi se provided in subsection (c) and section 9508 (relating
to effectiveness of financing statenment if new debtor becones
bound by security agreenent), a financing statenent is not
rendered ineffective if, after the financing statement is filed,
the information provided in the financing statenment becones
seriously m sl eading under section 9506 (relating to effect of
errors or om ssions).

(c) Change in debtor's nanme.--I1f a debtor so changes its
name that a filed financing statenent becones seriously
m sl eadi ng under section 9506:

(1) the financing statenent is effective to perfect a
security interest in collateral acquired by the debtor before
or within four nonths after the change; and

(2) the financing statement is not effective to perfect
a security interest in collateral acquired by the debtor nore
than four nonths after the change unl ess an anendnent to the
financing statenent which renders the financing statenment not
seriously msleading is filed within four nonths after the
change.

§ 9508. Effectiveness of financing statenment if new debtor
becomes bound by security agreenent.

(a) Financing statenent nam ng original debtor.--Except as
otherwi se provided in this section, a filed financing statenent
nam ng an original debtor is effective to perfect a security
interest in collateral in which a new debtor has or acquires
rights to the extent that the financing statenment woul d have

been effective had the original debtor acquired rights in the
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col | ateral

(b) Financing statenent becom ng seriously misleading.--If
the difference between the nanme of the original debtor and that
of the new debtor causes a filed financing statenment which is
ef fective under subsection (a) to be seriously m sleadi ng under
section 9506 (relating to effect of errors or om ssions):

(1) the financing statenent is effective to perfect a
security interest in collateral acquired by the new debtor
before and within four nonths after the new debtor becones
bound under section 9203(d) (relating to when person becones
bound by another person's security agreenent); and

(2) the financing statement is not effective to perfect
a security interest in collateral acquired by the new debtor
nore than four nonths after the new debtor becones bound
under section 9203(d) unless an initial financing statenent
provi di ng the nane of the new debtor is filed before the
expiration of that tine.

(c) Wen section not applicable.--This section does not
apply to collateral as to which a filed financing statenent
remai ns effective against the new debtor under section 9507(a)
(relating to disposition).

§ 9509. Persons entitled to file a record.

(a) Person entitled to file record.--A person may file an
initial financing statenent, amendnment which adds coll ateral
covered by a financing statenent or anmendnent which adds a
debtor to a financing statenent only if:

(1) the debtor authorizes the filing in an authenticated
record or pursuant to subsection (b) or (c); or

(2) the person holds an agricultural |ien which has

becone effective at the time of filing and the financing
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1 statement covers only collateral in which the person holds an
2 agricultural 1lien.

3 (b) Security agreenment as authorization.--By authenticating
4 or beconm ng bound as debtor by a security agreenent, a debtor or
5 new debtor authorizes the filing of an initial financing

6 statenent and an anendnent coveri ng:

7 (1) the collateral described in the security agreenent;
8 and

9 (2) property which becones coll ateral under section

10 9315(a)(2) (relating to secured party's rights on disposition
11 of collateral and in proceeds), whether or not the security
12 agreenent expressly covers proceeds.

13 (c) Acquisition of collateral as authorization.--By

14 acquiring collateral in which a security interest or

15 agricultural lien continues under section 9315(a)(1), a debtor
16 authorizes the filing of an initial financing statenent and an
17 anmendnent covering the collateral and property which becones

18 <collateral under section 9315(a)(2).

19 (d) Person entitled to file certain anendnents.--A person
20 may file an anmendnent ot her than an anendnent whi ch adds
21 collateral covered by a financing statenent or an amendnent
22 which adds a debtor to a financing statement only if:
23 (1) the secured party of record authorizes the filing;
24 or
25 (2) the anmendnent is a termnation statenment for a
26 financing statenent as to which the secured party of record
27 has failed to file or send a term nation statenent as
28 required by section 9513(a) or (c) (relating to term nation
29 statement), the debtor authorizes the filing and the
30 term nation statenent indicates that the debtor authorized it
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to be filed.

(e) Miltiple secured parties of record.--If there is nore
t han one secured party of record for a financing statenent, each
secured party of record may authorize the filing of an anendnent
under subsection (d).

§ 9510. Effectiveness of filed record.

(a) Filed record effective if authorized.--A filed record is
effective only to the extent that it was filed by a person that
may file it under section 9509 (relating to persons entitled to
file a record).

(b) Authorization by one secured party of record.--A record
aut hori zed by one secured party of record does not affect the
financing statement with respect to another secured party of
record.

(c) Continuation statenment not tinely filed.--A continuation
statement which is not filed within the six-nmonth period
prescri bed by section 9515(d) (relating to when continuation
statenment nay be filed) is ineffective.

§ 9511. Secured party of record.

(a) Secured party of record.--A secured party of record with
respect to a financing statenment is a person whose nane is
provi ded as the nane of the secured party or a representative of
the secured party in an initial financing statenment which has
been filed. If an initial financing statenment is filed under
section 9514(a) (relating to assignnment reflected on initial
financing statenent), the assignee naned in the initial
financing statenent is the secured party of record with respect
to the financing statenent.

(b) Amendnment nami ng secured party of record.--1f an

anendnent of a financing statenent which provides the nane of a
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person as a secured party or a representative of a secured party
is filed, the person nanmed in the anendnment is a secured party
of record. If an anmendnment is filed under section 9514(b), the
assignee naned in the anendnent is a secured party of record.

(c) Amendnent deleting secured party of record.--A person
remai ns a secured party of record until the filing of an
anmendnent of the financing statenent which del etes the person.

§ 9512. Amendnent of financing statenent.
(a) Amendnment of information in financing statenent. --
Subj ect to section 9509 (relating to persons entitled to file a
record), a person may add or delete collateral covered by,
continue or termnate the effectiveness of or, subject to
subsection (e), otherwi se anmend the information provided in a
financing statenent by filing an anmendnment whi ch:
(1) identifies by its file nunber the initial financing
statenent to which the anendnent rel ates; and
(2) if the amendnent relates to an initial financing
statement filed in a filing office described in section

9501(a) (1) (relating to filing offices), provides the

i nformati on specified in section 9502(b) (relating to real -

property-related financing statenents).

(b) Period of effectiveness not affected.--Except as
ot herwi se provided in section 9515 (relating to duration and
ef fectiveness of financing statenent; effect of |apsed financing
statenment), the filing of an anendnent does not extend the
period of effectiveness of the financing statenent.

(c) Effectiveness of anmendnent adding collateral.--A
financing statenent which is anended by an anmendnent whi ch adds
collateral is effective as to the added collateral only fromthe

date of the filing of the anendnent.
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(d) Effectiveness of anmendnent addi ng debtor.--A financing
statement which is anmended by an anendnment which adds a debtor
is effective as to the added debtor only fromthe date of the
filing of the anmendnent.

(e) Certain anmendnents ineffective.--An anendnent is
ineffective to the extent it:

(1) purports to delete all debtors and fails to provide
the nane of a debtor to be covered by the financing
statenent; or

(2) purports to delete all secured parties of record and
fails to provide the nane of a new secured party of record.

§ 9513. Term nation statenent.

(a) Consuner goods.--A secured party shall cause the secured
party of record for a financing statement to file a term nation
statement for the financing statenment if the financing statenent
covers consumer goods and:

(1) there is no obligation secured by the coll ateral
covered by the financing statenent and no comm tnent to nake
an advance, incur an obligation or otherw se give val ue; or

(2) the debtor did not authorize the filing of the
initial financing statenent.

(b) Tinme for conpliance with subsection (a).--To conply with
subsection (a), a secured party shall cause the secured party of
record to file the term nation statenent

(1) wthin one nonth after there is no obligation
secured by the collateral covered by the financing statenent
and no commtnent to nake an advance, incur an obligation or
ot herwi se give val ue; or

(2) if earlier, within 20 days after the secured party

recei ves an authenticated demand from a debtor.
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(c) Oher collateral.--1n cases not governed by subsection
(a), within 20 days after a secured party receives an
aut henti cated denmand froma debtor, the secured party shal
cause the secured party of record for a financing statenment to
send to the debtor a term nation statenment for the financing
statement or file the termnation statenent in the filing office
if:

(1) except in the case of a financing statenment covering
accounts or chattel paper which has been sold or goods which
are the subject of a consignnment, there is no obligation
secured by the collateral covered by the financing statenent
and no commtnent to nake an advance, incur an obligation or
ot herwi se gi ve val ue;

(2) the financing statenment covers accounts or chattel
paper whi ch has been sold but as to which the account debtor
or other person obligated has discharged its obligation;

(3) the financing statenment covers goods which were the
subj ect of a consignnment to the debtor but are not in the
debtor's possession; or

(4) the debtor did not authorize the filing of the
initial financing statenent.

(d) Effect of filing term nation statenent.--Except as
ot herwi se provided in section 9510 (relating to effectiveness of
filed record), upon the filing of a termnation statement with
the filing office, the financing statement to which the
term nation statenent relates ceases to be effective. Except as
ot herwi se provided in section 9510, for purposes of sections
9519(g) (relating to renoval of debtor's nane), 9522(a)
(relating to post-|apse mai ntenance and retrieval of

i nformati on) and 9523(c) (relating to conmunication of requested
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information), the filing with the filing office of a term nation
statement relating to a financing statenent which indicates that
the debtor is a transmitting utility also causes the

ef fectiveness of the financing statenent to | apse.

8§ 9514. Assignnment of powers of secured party of record.

(a) Assignnent reflected on initial financing statenent.--
Except as ot herw se provided in subsection (c), an initial
financing statenent may refl ect an assignnent of all of the
secured party's power to authorize an anendnent to the financing
statement by providing the name and nailing address of the
assi gnee as the nanme and address of the secured party.

(b) Assignnent of filed financing statenent.--Except as
ot herwi se provided in subsection (c), a secured party of record
may assign of record all or part of its power to authorize an
anmendnent to a financing statenent by filing in the filing
of fice an amendnent of the financing statenment which:

(1) identifies by its file nunber the initial financing
statenment to which it rel ates;

(2) provides the nane of the assignor; and

(3) provides the nane and nmailing address of the

assi gnee.

(c) Assignnent of record of nortgage.--An assignnent of
record of a security interest in a fixture covered by a record
of a nortgage which is effective as a financing statenment filed
as a fixture filing under section 9502(c) (relating to record of
nortgage as financing statenent) nay be nade only by an
assi gnment of record of the nortgage in the manner provi ded by
| aw of this Conmonwealth other than this title.

§ 9515. Duration and effectiveness of financing statenent;

effect of |apsed financing statenent.
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(a) Five-year effectiveness.--Except as ot herw se provided
in subsections (b), (e), (f) and (g), a filed financing
statement is effective for a period of five years after the date
of filing.

(b) Public-finance or manufactured-hone transaction. --Except
as otherw se provided in subsections (e), (f) and (g), an
initial financing statenment filed in connection with a public-
finance transacti on or manufactured-hone transaction is
effective for a period of 30 years after the date of filing if
it indicates that it is filed in connection with a public-
finance transacti on or manufactured-hone transacti on.

(c) Lapse and continuation of financing statenent.--The
effectiveness of a filed financing statenment | apses on the
expiration of the period of its effectiveness unless before the
| apse a continuation statenment is filed pursuant to subsection
(d). Upon lapse, a financing statenent ceases to be effective
and any security interest or agricultural Iien which was
perfected by the financing statenment beconmes unperfected unless
the security interest is perfected otherwise. If the security
interest or agricultural |ien becones unperfected upon | apse, it
is deenmed never to have been perfected as agai nst a purchaser of
the collateral for val ue.

(d) When continuation statement nay be filed.--A
continuation statenent may be filed only within six nonths
before the expiration of the five-year period specified in
subsection (a) or the 30-year period specified in subsection
(b), whichever is applicable.

(e) Effect of filing continuation statenent.--Except as
ot herwi se provided in section 9510 (relating to effectiveness of

filed record), upon tinely filing of a continuation statenent,
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the effectiveness of the initial financing statenment continues
for a period of five years commencing on the day on which the

fi nanci ng statenent woul d have becone ineffective in the absence
of the filing. Upon the expiration of the five-year period, the
financing statenent |apses in the sanme nmanner as provided in
subsection (c) unless, before the | apse, another continuation
statement is filed pursuant to subsection (d). Succeeding
continuation statenents may be filed in the same nanner to
continue the effectiveness of the initial financing statenent.

(f) Transmitting utility financing statenent.--1f a debtor
is atransmtting utility and a filed financing statenent so
i ndicates, the financing statenent is effective until a
termnation statenent is filed.

(g) Record of nortgage as financing statenent.--A record of
a nortgage which is effective as a financing statenent filed as
a fixture filing under section 9502(c) (relating to record of
nort gage as financing statenent) remains effective as a
financing statenent filed as a fixture filing until the nortgage
is released or satisfied of record or its effectiveness
otherwise term nates as to the real property.

8§ 9516. \What constitutes filing; effectiveness of filing.

(a) What constitutes filing.--Except as otherw se provided
in subsection (b), communication of a record to a filing office
and tender of the filing fee or acceptance of the record by the
filing office constitutes filing.

(b) Refusal to accept record; filing does not occur.--Filing
does not occur with respect to a record which a filing office
refuses to accept because one of the follow ng paragraphs
appl i es:

(1) The record is not comruni cated by a nmethod or nedi um
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1 of conmuni cati on authorized by the filing office.

2 (2) An anpbunt equal to or greater than the applicable
3 filing fee is not tendered.

4 (3) The filing office is unable to index the record

5 because of a reason stated in one of the follow ng

6 subpar agr aphs:

7 (1) In the case of an initial financing statenent,
8 the record does not provide a nane for the debtor.

9 (ii) In the case of an anmendnent or correction

10 statenent, the record:

11 (A) does not identify the initial financing

12 statenment as required by section 9512 (relating to
13 amendnent of financing statenment) or 9518 (rel ating
14 to claimconcerning inaccurate or wongfully filed
15 record), as applicable; or

16 (B) identifies an initial financing statenent
17 whose effectiveness has | apsed under section 9515
18 (relating to duration and effectiveness of financing
19 statenment; effect of |apsed financing statenent).
20 (tit) In the case of an initial financing statenent
21 whi ch provides the nanme of a debtor identified as an
22 i ndi vi dual or an anendnent which provides a nanme of a
23 debtor identified as an individual which was not
24 previously provided in the financing statenent to which
25 the record relates, the record does not identify the
26 debtor's | ast nane.
27 (iv) In the case of a record filed in the filing
28 of fice described in section 9501(a)(1) (relating to
29 filing offices), the record does not provide a sufficient
30 description of the real property to which it rel ates.
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(4) In the case of an initial financing statenment or an
anmendnent whi ch adds a secured party of record, the record
does not provide a nane and mailing address for the secured
party of record.

(5) In the case of an initial financing statenment or an
anmendnent whi ch provides a nane of a debtor which was not
previously provided in the financing statenent to which the
amendnment relates, the record does not do one or nore of the
fol | ow ng:

(i) Provide a mailing address for the debtor.
(1i) Indicate whether the debtor is an individual or
an organi zati on.
(tit) If the financing statenent indicates that the
debtor is an organization, provide:
(A) a type of organization for the debtor;
(B) a jurisdiction of organization for the
debtor; or
(C© an organi zational identification nunber for
t he debtor or indicate that the debtor has none.

(6) In the case of an assignnent reflected in an initial
fi nancing statenent under section 9514(a) (relating to
assignment reflected on initial financing statenent) or an
anmendnent filed under section 9514(b) (relating to assi gnment
of filed financing statenent), the record does not provide a
name and nailing address for the assignee.

(7) In the case of a continuation statenent, the record
is not filed within the six-nmonth period prescribed by
section 9515(d) (relating to when continuation statenent may
be filed).

(c) Rules applicable to subsection (b).--For purposes of
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subsection (b):

(1) a record does not provide information if the filing
office is unable to read or deci pher the information; and

(2) a record which does not indicate that it is an
anmendnent or identify an initial financing statenment to which
it relates, as required by section 9512, 9514 or 9518, is an
initial financing statenent.

(d) Refusal to accept record; record effective as filed
record.--A record which is communicated to the filing office
with tender of the filing fee, but which the filing office
refuses to accept for a reason other than one set forth in
subsection (b), is effective as a filed record except as agai nst
a purchaser of the collateral that gives value in reasonable
reliance upon the absence of the record fromthe files.

§ 9517. Effect of indexing errors.

The failure of the filing office to index a record correctly
does not affect the effectiveness of the filed record.

§ 9518. dCaimconcerning inaccurate or wongfully filed record.

(a) Correction statenent.--A person may file in the filing
office a correction statenent with respect to a record i ndexed
there under the person's nanme if the person believes that the
record is inaccurate or was wongfully filed.

(b) Sufficiency of correction statenent.--A correction
st at enent nust:

(1) identify the record to which it relates by the file
nunber assigned to the initial financing statement to which
the record rel ates;

(2) indicate that it is a correction statenent; and

(3) provide the basis for the person's belief that the

record is inaccurate and indicate the manner in which the
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1 person believes the record should be anended to cure any

2 i naccuracy or provide the basis for the person's belief that
3 the record was wongfully fil ed.

4 (c) Record not affected by correction statenent.--Except as
5 provided in subsection (d), the filing of a correction statenent
6 does not affect the effectiveness of an initial financing

7 statenent or other filed record.

8 (d) Fraudul ent financing statenents.--

9 (1) The Departnent of State nay conduct an

10 adm nistrative hearing to determine if an initial financing
11 statement was fraudulently filed in accordance with the

12 fol | ow ng:

13 (i) The hearing shall be conducted in accordance

14 with 2 Pa.C.S. (relating to Adm nistrative Law and

15 Procedure). The departnent shall determne the initial

16 financing statenent to be fraudulently filed for purposes
17 of this subsection if it determnes that no rational

18 basi s exists under section 9509 (relating to persons

19 entitled to file a record), entitling the person to file
20 the initial financing statement and it appears that the
21 person filed the initial financing statenent with intent
22 to annoy, harass or harmthe debtor.
23 (i) If the departnment determines that the initia
24 financing statenent was fraudulently filed and no tinely
25 appeal of the determ nation was filed, the departnent
26 shall file a correction statement with respect to the
27 initial financing statenment indexed there. In addition to
28 conplying with the requirenments of subsection (b), the
29 correction statenent filed by the departnent under this
30 par agr aph shall state all of the foll ow ng:
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(A) the correction statenent was filed by the
department under this subsection;

(B) the department has determ ned that the
initial financing statenment was fraudulently filed
and that the person had the right to appeal the
decision to a court of conpetent jurisdiction;

(C© the initial financing statenment found to be
fraudulently filed may be ineffective; and

(D) the reasons why the departnent found the
initial financing statenent to have been fraudul ently
filed.

(tiit) A correction statenent filed by the departnent
in accordance with paragraph (ii) creates a rebuttable
presunption that the initial financing statenent found to
be fraudulently filed is ineffective.

(iv) A person adversely affected by a determni nation
of the departnment under paragraph (i) nmay appeal the
determ nation in accordance with 2 Pa.C. S. 8§ 702
(relating to appeal s).

(v) |If the departnent determnes that the initial
financing statenent was fraudulently filed and the
determ nation is appeal ed to Coomonweal th Court, the
departnent shall file a correction statenent with respect
to the initial financing statenent indexed there only
upon affirmation by the court of its determnation. In
addition to conplying with the requirenents of subsection
(b), the correction statenent shall state all of the
fol | ow ng:

(A) the correction statenent was filed by the

department under this subsection;
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(B) the department has determ ned that the
initial financing statement was fraudulently filed
and that the person had the right to appeal the
decision to a court of conpetent jurisdiction;

(C© the initial financing statenment found to be
fraudulently is ineffective; and

(D) the reasons why the departnent found the
initial financing statenent to have been fraudul ently
filed.

(vi) If the departnment files a correction statenent
with respect to the initial financing statenent indexed
t here under this subsection, it shall refer the matter
for crimnal prosecution to the Ofice of Attorney
CGeneral pursuant to 18 Pa.C. S. 8§ 4911 (relating to
tanpering with public records or information).

(2) Nothing in this subsection limts the rights or

remedi es the debtor nay have with respect to an initial
financing statenent that has been fraudulently filed. Nothing
in this subsection limts the effectiveness of a termnation
or correction statenent filed by a debtor under sections
9509(d) (2) and 9513 (relating to term nation statenent), or
the rights of a debtor under section 9625 (relating to
remedi es for secured party's failure to conply with

di vi si on).

SUBCHAPTER B
DUTI ES AND OPERATI ON OF FI LI NG OFFI CE

Nunberi ng, maintaining and indexing records;
comuni cating information provided in records.

Acceptance and refusal to accept record.
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3 9522.

4 9523.
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6 9524.

7 9525.

8 9526.

9 9527.
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11
12 (a)
13 office,
14
15
16 t he
17
18
19
20 (b)
21
22  which:
23
24
25
26
27 di gi
28 (c)
29
30

Uniformformof witten financing statenment and
amendnent .
Mai nt enance and destruction of records.
Information fromfiling office; sale or |icense of
records.
Delay by filing office.
Fees.
Filing-office rules.
Duty to report.

Nunberi ng, maintaining and indexing records;

comuni cating information provided in records.

Filing office duties.--For each record filed in a filing
the filing office shall:
(1) assign a unique nunber to the filed record;
(2) create a record which bears the nunber assigned to
filed record and the date and tine of filing;
(3) muintain the filed record for public inspection; and

(4) index the filed record in accordance with

subsections (c), (d) and (e).

Fil e nunber.--Except as provided in subsection (i), a

file nunber assigned after January 1, 2002, nust include a digit

(1) is mathematically derived fromor related to the

other digits of the file nunber; and

(2) aids the filing office in determ ning whether a

nunber conmuni cated as the file nunber includes a single

t or transpositional error.

I ndexi ng: general .--Except as otherwi se provided in

subsections (d) and (e), the filing office shall:

(1) index an initial financing statenment according to
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the nane of the debtor and index all filed records relating
to the initial financing statenent in a manner which
associates with one another an initial financing statenent
and all filed records relating to the initial financing
statenent; and

(2) index a record which provides a nanme of a debtor
whi ch was not previously provided in the financing statenent
to which the record relates al so according to the nane which
was not previously provided.

(d) Indexing: real-property-related financing statenment.--1f
a financing statenment is filed as a fixture filing or covers as-
extracted collateral or tinber to be cut, the filing office
shal | index it:

(1) under the nanmes of the debtor and of each owner of
record shown on the financing statenment as if they were the
nort gagors under a nortgage of the real property descri bed;
and

(2) to the extent that the | aw of this Conmmonweal t h
provi des for indexing of records of nortgages under the nane
of the nortgagee, under the nane of the secured party as if
the secured party were the nortgagee thereunder or, if
indexing is by description, as if the financing statenent
were a record of a nortgage of the real property descri bed.
(e) Indexing: real-property-related assignnent.--1f a

financing statenent is filed as a fixture filing or covers as-
extracted collateral or tinber to be cut, the filing office
shall index an assignnent filed under section 9514(a) (relating
to assignnment reflected on initial financing statenent) or an
amendnent filed under section 9514(b) (relating to assignnment of

filed financing statenent):
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(1) under the nanme of the assignor as grantor; and

(2) to the extent that the |aw of this Conmmonweal t h
provi des for indexing a record of the assignnment of a
nort gage under the name of the assignee, under the nane of
t he assi gnee.

(f) Retrieval and association capability.--The filing office
shall maintain a capability:

(1) toretrieve a record by the nane of the debtor and
by the file nunber assigned to the initial financing
statenent to which the record relates; and

(2) to associate and retrieve with one another an initial
financing statenent and each filed record relating to the
initial financing statenent.

(g) Renoval of debtor's nane.--The filing office may not
renmove a debtor's nane fromthe index until one year after the
ef fectiveness of a financing statenent nam ng the debtor |apses
under section 9515 (relating to duration and effectiveness of
financing statenent; effect of |apsed financing statenment) with
respect to all secured parties of record.

(h) Tineliness of filing office performance. --Except as
provi ded in subsection (i), the filing office shall performthe
acts required by subsections (a) through (e) at the tine and in
t he manner prescribed by filing-office rule, but not later than
twe FI VE busi ness days after the filing office receives the <—
record in question.

(1) Inapplicability to real-property-related filing
of fice.--Subsections (b) and (h) do not apply to a filing office
described in section 9501(a)(1) (relating to filing offices).

8§ 9520. Acceptance and refusal to accept record.

(a) Mandatory refusal to accept record.--A filing office
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shall refuse to accept a record for filing for a reason set
forth in section 9516(b) (relating to refusal to accept record,;
filing does not occur) and may refuse to accept a record for
filing only for a reason set forth in section 9516(b).

(b) Conmuni cation concerning refusal.--If a filing office
refuses to accept a record for filing, it shall comunicate to
the person that presented the record the fact of and reason for
the refusal and the date and tine the record woul d have been
filed had the filing office accepted it. The comuni cati on nust
be made at the tinme and in the manner prescribed by filing-
office rule but, in the case of a filing office described in
section 9501(a)(2) (relating to filing offices), in no event
nore than twe FIVE business days after the filing office <—
receives the record.

(c) Wen filed financing statenent effective.--A filed
financing statenent satisfying section 9502(a) and (b) (relating
to contents of financing statenent; record of nortgage as
financing statenent; time of filing financing statenent) is
effective, even if the filing office is required to refuse to
accept it for filing under subsection (a). However, section 9338
(relating to priority of security interest or agricultural |ien
perfected by filed financing statenment providing certain
incorrect information) applies to a filed financing statenent
providing informati on described in section 9516(b)(5) which is
incorrect at the time the financing statenment is fil ed.

(d) Separate application to nultiple debtors.--1f a record
communicated to a filing office provides information which
relates to nore than one debtor, this chapter applies as to each
debt or separately.

§ 9521. Uniformformof witten financing statenment and
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amendment .

(a) Initial financing statement form--A filing office which
accepts witten records may not refuse to accept a witten
initial financing statement in the formand format set forth in
the final official text of the 1999 revisions to Article 9 of
t he Uni form Commerci al Code promnul gated by The Anerican Law
Institute and the National Conference of Comm ssioners on
Uni form State Laws, except for a reason set forth in section
9516(b) (relating to refusal to accept record; filing does not
occur).

(b) Amendnment form--A filing office which accepts witten
records may not refuse to accept a witten record in the form
and format set forth in the final official text of the 1999
revisions to Article 9 of the Uniform Conmerci al Code
pronul gated by The Anerican Law Institute and the National
Conf erence of Conm ssioners on Uniform State Laws, except for a
reason set forth in section 9516(b).

§ 9522. Maintenance and destruction of records.

(a) Post-lapse maintenance and retrieval of information.--
The filing office shall maintain a record of the infornmation
provided in a filed financing statenment for at |east one year
after the effectiveness of the financing statenent has | apsed
under section 9515 (relating to duration and effectiveness of
financing statenent; effect of |apsed financing statenment) with
respect to all secured parties of record. The record nust be
retrievable by using the nane of the debtor and by using the
file nunber assigned to the initial financing statement to which
the record rel ates.

(b) Destruction of witten records.--Except to the extent

that a statute governing disposition of public records provides
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otherwise, the filing office imrediately may destroy any witten
record evidencing a financing statenent. However, if the filing
of fice destroys a witten record, it shall maintain another

record of the financing statenent which conplies with subsection

(a).
§ 9523. Information fromfiling office; sale or |icense of
records.
(a) Acknow edgnment of filing witten record.--1f a person

that files a witten record requests an acknow edgnent of the
filing, the filing office shall send to the person an i mage of
the record showi ng the nunber assigned to the record pursuant to
section 9519(a)(1) (relating to nunbering, nmaintaining and

i ndexi ng records; conmuni cating information provided in records)
and the date and tinme of the filing of the record. However, if

t he person furnishes a copy of the record to the filing office,
the filing office may instead:

(1) note upon the copy the nunber assigned to the record
pursuant to section 9519(a)(1) and the date and tinme of the
filing of the record; and

(2) send the copy to the person.

(b) Acknow edgnment of filing other record.--1f a person
files a record other than a witten record, the filing office
shall conmunicate to the person an acknow edgnent which
provi des:

(1) the information in the record;

(2) the nunber assigned to the record pursuant to
section 9519(a)(1); and

(3) the date and tine of the filing of the record.

(c) Conmunication of requested information.--The filing

office shall communicate or otherwi se nake available in a record
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the follow ng information to any person that requests it:
(1) Wether there is on file on a date and tine
specified by the filing office, but not a date earlier than

t hree busi ness days before the filing office receives the

request, any financing statenment which:

(1) designates a particular debtor or, if the
request so states, designates a particular debtor at the
address specified in the request;

(1i) has not |apsed under section 9515 (relating to
duration and effectiveness of financing statenent; effect
of | apsed financing statenent) with respect to al
secured parties of record; and

(tit) if the request so states, has | apsed under
section 9515 and a record of which is maintained by the
filing office under section 9522(a) (relating to post-
| apse mai ntenance and retrieval of information).

(2) The date and tine of filing of each financing

st at enent .

(3) The information provided in each financing

st at enent .

(d) Mediumfor conmunicating information.--1n conplying with
its duty under subsection (c), the filing office nmay communi cate
information in any nmedium However, if requested, the filing
of fice shall comrunicate information by issuing its witten
certificate.

(e) Tineliness of filing office performance.--

(1) Except as set forth in paragraph (2), the filing

of fice shall performthe acts required by subsections (a)

through (d) at the tine and in the manner prescribed by

filing-office rule.
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(2) Afiling office described in section 9501(a)(2)
(relating to filing offices) shall performthe acts required
by subsections (a) through (d) not later than five business
days after the filing office receives the request.

(f) Public availability of records.--At |east weekly, the
filing office described in section 9501(a)(2) shall offer to
sell or license to the public on a nonexclusive basis, in bulk,
copies of all records filed in it under this chapter, in every
mediumfromtine to tine available to the filing office.

§ 9524. Delay by filing office.

Delay by the filing office beyond a tine limt prescribed by
this chapter is excused if:

(1) the delay is caused by interruption of comunication
or conputer facilities, war, enmergency conditions, failure of
equi pnent or other circunstances beyond control of the filing
office; and

(2) the filing office exercises reasonable diligence
under the circunstances.

§ 9525. Fees.

(a) Initial financing statenment or other record.--Except as
ot herwi se provided in subsections (c) and (d):

(1) The fee for filing and indexing a record under this
chapter shall be as foll ows:

(i) For a record conmunicated to a filing office
described in section 9501(a)(1l) (relating to filing
office), $48.

(ii) For a record communicated to a filing office
described in section 9501(a)(2), $12.

(2) The amount of the fee for filing and indexing the

record is not affected by the nunber of nanes to be indexed
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or the nunber of pages in the record.

(b) Response to information request.--Except as ot herw se
provi ded in subsection (d), the fee for responding to a request
for information fromthe filing office, including for issuing a
certificate showi ng whether there is on file any financing
statement nam ng a particul ar debtor shall be as foll ows:

(1) The basic charge is $12.
(2) If the filing office responds to the request in
witing, there is an additional charge of:
(1) no charge per record found;
(ii) $2 per page of copies; and
(iii) if certification is requested, $28.

(c) Record of nortgage.--This section does not require a fee
with respect to a record of a nortgage which is effective as a
financing statenent filed as a fixture filing or as a financing
statement covering as-extracted collateral or tinber to be cut
under section 9502(c) (relating to record of nortgage as
financing statenent). However, the recording and satisfaction
fees that otherw se would be applicable to the record of the
nort gage apply.

(d) Vvariation by regulation.--Wthin 90 days of the
effective date of this subsection, the Departnent of State shal
pronul gate regul ati ons regarding the fees required by
subsections (a) and (b). The departnment shall establish fees
requi red by subsection (a)(1)(i) that generate revenue
equi valent to the amount collected fromUCC filing fees by al
counties during cal endar year 2000. The departnent shal
establish fees required by subsection (a)(1)(ii) which generate
revenue equivalent to the anount collected fromUCC filing fees

and deposited in the General Fund and the Corporation Bureau
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Restricted Account during fiscal year 1999-2000. Changes in the
fees shall be pronulgated as a final-formregulation with
proposed rul emaking omtted in accordance with the act of June
25, 1982 (P.L.633, No.181), known as the Regul atory Revi ew Act.
After July 1, 2001, the departnment may pronul gate regulations in
accordance with the Regul atory Review Act regarding the fees
requi red by subsections (a) and (b) for services rendered by the
departnent. Fee regul ations promul gated by the departnent under
this subsection shall supersede the fees listed in subsections
(a) and (b).

§ 9526. Filing-office rules.

(a) Adoption of filing-office rules.--The Departnent of
State shall pronmulgate rules to inplenent this division. The
filing-office rules nust be consistent with this division.

(b) Harnonization of rules.--To keep the filing-office rules
and practices of the filing office in harnony with the rules and
practices of filing offices in other jurisdictions which enact
substantially this chapter and to keep the technol ogy used by
the filing office conpatible with the technology used by filing
offices in other jurisdictions which enact substantially this
chapter, the departnent, so far as is consistent with the
pur poses, policies and provisions of this division, in
pronmul gating filing-office rules, shall:

(1) consult with filing offices in other jurisdictions
whi ch enact substantially this chapter;

(2) consult the nost recent version of the Mddel Rules
pronul gated by the International Association of Corporate
Adm ni strators or any successor organi zation; and

(3) take into consideration the rules and practices of

and the technol ogy used by filing offices in other

20010S0330B0817 - 197 -



1
2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

jurisdictions which enact substantially this chapter.

§ 9527. Duty to report.

The Departnent of State shall report by Cctober 31 of every
even- nunbered year to the Governor and the General Assenbly on
the operation of the filing office. The report nust contain a
statenent of the extent to which:

(1) the filing-office rules are not in harnmony with the
rules of filing offices in other jurisdictions which enact
substantially this chapter and the reasons for these
variations; and

(2) the filing-office rules are not in harnmony with the
nost recent version of the Mddel Rules pronul gated by the
I nternational Association of Corporate Adm nistrators or any
successor organi zation and the reasons for these variations.

CHAPTER 96
DEFAULT
Subchapt er
A. Default and Enforcenent of Security Interest
B. Nonconpliance with Division
SUBCHAPTER A
DEFAULT AND ENFORCEMENT OF SECURI TY | NTEREST

Sec.

9601. Rights after default; judicial enforcenent; consignor or
buyer of accounts, chattel paper, paynent intangibles or
prom ssory notes.

9602. Wiver and variance of rights and duties.

9603. Agreenent on standards concerning rights and duties.

9604. Procedure if security agreenent covers real property or
fixtures.

9605. Unknown debtor or secondary obli gor.
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9606. Time of default for agricultural Iien.

9607. Collection and enforcenment by secured party.

9608. Application of proceeds of collection or enforcenent;
liability for deficiency and right to surplus.

9609. Secured party's right to take possession after default.

9610. Disposition of collateral after default.

9611. Notification before disposition of collateral.

9612. Tineliness of notification before disposition of
col I ateral

9613. Contents and form of notification before disposition of
collateral: general.

9614. Contents and form of notification before disposition of
col | ateral : consuner-goods transaction.

9615. Application of proceeds of disposition; liability for
deficiency and right to surplus.

9616. Expl anation of calculation of surplus or deficiency.

9617. Rights of transferee of collateral.

9618. Rights and duties of certain secondary obligors.

9619. Transfer of record or legal title.

9620. Acceptance of collateral in full or partial satisfaction
of obligation; conpul sory disposition of collateral.

9621. Notification of proposal to accept collateral.

9622. Effect of acceptance of collateral.

9623. Right to redeem coll ateral

9624. \Wai ver.

8§ 9601. Rights after default; judicial enforcement; consignor

or buyer of accounts, chattel paper, paynent
i ntangi bl es or prom ssory notes.
(a) Rights of secured party after default.--After default, a

secured party has the rights provided in this chapter and,
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except as otherw se provided in section 9602 (relating to waiver
and variance of rights and duties), those provided by agreenent
of the parties. A secured party:
(1) may reduce a claimto judgnent, foreclose or
ot herwi se enforce the claim security interest or
agricultural lien by any avail abl e judicial procedure; and
(2) if the collateral is docunents, may proceed either
as to the docunents or as to the goods they cover.

(b) Rights and duties of secured party in possession or
control.--A secured party in possession of collateral or control
of collateral under section 9104 (relating to control of deposit
account), 9105 (relating to control of electronic chattel
paper), 9106 (relating to control of investnment property) or
9107 (relating to control of letter-of-credit right) has the
rights and duties provided in section 9207 (relating to rights
and duties of secured party having possession or control of
collateral).

(c) Rights cunul ative; simultaneous exercise.--The rights
under subsections (a) and (b) are cunul ative and may be
exerci sed sinul taneously.

(d) Rights of debtor and obligor.--Except as otherw se
provi ded in subsection (g) and section 9605 (relating to unknown
debtor or secondary obligor), after default, a debtor and an
obl i gor have the rights provided in this chapter and by
agreenent of the parties.

(e) Lien of levy after judgnent.--1f a secured party has
reduced its claimto judgnent, the lien of any |evy which may be
made upon the collateral by virtue of an execution based upon
t he judgnent relates back to the earliest of:

(1) the date of perfection of the security interest or
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agricultural lien in the collateral;

(2) the date of filing a financing statenment covering
the collateral; or

(3) any date specified in a statute under which the
agricultural lien was created.

(f) Execution sale.--A sale pursuant to an execution is a
forecl osure of the security interest or agricultural |ien by
judicial procedure within the nmeaning of this section. A secured
party may purchase at the sale and thereafter hold the
collateral free of any other requirenents of this division.

(g) Consignor or buyer of certain rights to paynent. --Except
as otherw se provided in section 9607(c) (relating to
commercially reasonabl e collection and enforcenent), this
chapter inposes no duties upon a secured party that is a
consignor or is a buyer of accounts, chattel paper, paynent
i ntangi bl es or prom ssory notes.

8§ 9602. Waiver and variance of rights and duties.

Except as otherw se provided in section 9624 (relating to
wai ver), to the extent that they give rights to a debtor or
obl i gor and i npose duties on a secured party, the debtor or
obl i gor may not waive or vary the rules stated in:

(1) section 9207(b)(4)(iii) (relating to expenses,
risks, duties and rights when secured party in possession);

(2) section 9210 (relating to request for accounting;
request regarding list of collateral or statenent of

account);

(3) section 9607(c) (relating to comrercially reasonabl e
col | ection and enforcenent);
(4) sections 9608(a) (relating to application of

proceeds, surplus and deficiency if obligation secured) and

20010S0330B0817 - 201 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

9615(c) (relating to application of noncash proceeds) to the
extent that they deal with application or paynent of noncash
proceeds of collection, enforcenent or disposition;

(5) sections 9608(a) and 9615(d) (relating to surplus or
deficiency if obligation secured) to the extent that they
require accounting for or paynent of surplus proceeds of
col I ateral

(6) section 9609 (relating to secured party's right to
t ake possession after default) to the extent that it inposes
upon a secured party that takes possession of coll ateral
wi t hout judicial process the duty to do so w thout breach of
t he peace;

(7) sections 9610(b) (relating to commercially
reasonabl e di sposition), 9611 (relating to notification
before disposition of collateral), 9613 (relating to contents
and formof notification before disposition of collateral:
general) and 9614 (relating to contents and form of
notification before disposition of collateral: consuner-goods
transaction);

(8) section 9615(f) (relating to calculation of surplus
or deficiency in disposition to person related to secured
party);

(9) section 9616 (relating to explanation of cal cul ation
of surplus or deficiency);

(10) sections 9620 (relating to acceptance of coll ateral
in full or partial satisfaction of obligation; conpul sory
di sposition of collateral), 9621 (relating to notification of
proposal to accept collateral) and 9622 (relating to effect
of acceptance of collateral);

(11) section 9623 (relating to right to redeem
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collateral);
(12) section 9624 (relating to waiver); and
(13) sections 9625 (relating to renmedies for secured
party's failure to conply with division) and 9626 (rel ating
to action in which deficiency or surplus is in issue).
8§ 9603. Agreenent on standards concerning rights and duti es.

(a) Agreed standards.--The parties may determ ne by
agreenent the standards nmeasuring the fulfillnment of the rights
of a debtor or obligor and the duties of a secured party under a
rule stated in section 9602 (relating to waiver and variance of
rights and duties) if the standards are not nanifestly
unr easonabl e.

(b) Agreed standards inapplicable to breach of peace.--
Subsection (a) does not apply to the duty under section 9609
(relating to secured party's right to take possession after
default) to refrain from breachi ng the peace.

8§ 9604. Procedure if security agreenment covers real property or
fixtures.

(a) Enforcenent: personal and real property.--If a security
agreenent covers both personal and real property, a secured
party may proceed:

(1) under this chapter as to the personal property
wi thout prejudicing any rights with respect to the real
property; or

(2) as to both the personal property and the real
property in accordance with the rights with respect to the
real property, in which case the other provisions of this
chapter do not apply.

(b) Enforcenent: fixtures.--Subject to subsection (c), if a

security agreenment covers goods which are or becone fixtures, a
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secured party nmay proceed:
(1) under this chapter; or
(2) in accordance with the rights with respect to real
property, in which case the other provisions of this chapter
do not apply.

(c) Renoval of fixtures.--Subject to the other provisions of
this chapter, if a secured party holding a security interest in
fixtures has priority over all owners and encunbrancers of the
real property, the secured party, after default, may renove the
collateral fromthe real property.

(d) Injury caused by renpval.--A secured party that renoves
collateral shall pronptly reinburse any encunbrancer or owner of
the real property, other than the debtor, for the cost of repair
of any physical injury caused by the renoval. The secured party
need not reinburse the encunbrancer or owner for any dimnution
in value of the real property caused by the absence of the goods
renmoved or by any necessity of replacing them A person entitled
to rei nbursenent may refuse perm ssion to renove until the
secured party gives adequate assurance for the performance of
the obligation to reinburse.

8§ 9605. Unknown debtor or secondary obligor.

A secured party does not owe a duty based on its status as

secured party to any of the follow ng:
(1) A person that is a debtor or obligor, unless the
secured party knows:
(i) that the person is a debtor or obligor;
(1i) the identity of the person; and
(ti1t) howto comrunicate with the person
(2) A secured party or lienholder that has filed a

fi nanci ng statenent against a person, unless the secured
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party knows:
(1) that the person is a debtor; and
(ii) the identity of the person.

8§ 9606. Tine of default for agricultural I|ien.

1
2
3
4
5 For purposes of this chapter, a default occurs in connection
6 wth an agricultural lien at the tine the secured party becones
7 entitled to enforce the lien in accordance with the statute

8 under which it was created.

9 8§ 9607. Collection and enforcenent by secured party.

10 (a) Collection and enforcenent generally.--1f so agreed, and

11 in any event after default, a secured party:

12 (1) may notify an account debtor or other person

13 obligated on collateral to nake paynent or otherw se render
14 performance to or for the benefit of the secured party;

15 (2) may take any proceeds to which the secured party is
16 entitled under section 9315 (relating to secured party's

17 rights on disposition of collateral and in proceeds);

18 (3) may enforce the obligations of an account debtor or
19 ot her person obligated on collateral and exercise the rights
20 of the debtor with respect to the obligation of the account
21 debtor or other person obligated on collateral to make

22 paynent or otherw se render performance to the debtor and

23 with respect to any property which secures the obligations of
24 t he account debtor or other person obligated on the

25 col I ateral

26 (4) if the secured party holds a security interest in a
27 deposit account perfected by control under section 9104(a) (1)
28 (relating to requirenents for control), nay apply the bal ance
29 of the deposit account to the obligation secured by the

30 deposit account; and
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(5) if the secured party holds a security interest in a
deposit account perfected by control under section 9104(a)(2)
or (3), may instruct the bank to pay the bal ance of the
deposit account to or for the benefit of the secured party.
(b) Nonjudicial enforcenment of nortgage.--If necessary to

enabl e a secured party to exercise under subsection (a)(3) the
right of a debtor to enforce a nortgage nonjudicially, the
secured party may record in the office in which a record of the
nortgage i s recorded:

(1) A copy of the security agreenent which creates or
provides for a security interest in the obligation secured by
t he nortgage.

(2) The secured party's sworn affidavit in recordable
formstating that:

(i) a default has occurred; and
(ii) the secured party is entitled to enforce the
nort gage nonj udici al ly.

(c) Conmercially reasonable collection and enforcenent.--A
secured party shall proceed in a comrercially reasonabl e manner
if the secured party:

(1) undertakes to collect fromor enforce an obligation
of an account debtor or other person obligated on collateral;
and

(2) is entitled to charge back uncol |l ected collateral or
otherwise to full or limted recourse against the debtor or a
secondary obligor.

(d) Expenses of collection and enforcenent.--A secured party
may deduct fromthe collections made pursuant to subsection (c)
reasonabl e expenses of collection and enforcenent, including

reasonabl e attorney fees and | egal expenses incurred by the
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secured party.

(e) Duties to secured party not affected.--This section does
not determ ne whether an account debtor, bank or other person
obligated on collateral owes a duty to a secured party.

8§ 9608. Application of proceeds of collection or enforcenent;
liability for deficiency and right to surplus.

(a) Application of proceeds, surplus and deficiency if
obligation secured.--If a security interest or agricultural lien
secures paynment or performance of an obligation, the follow ng
rul es apply:

(1) A secured party shall apply or pay over for
application the cash proceeds of collection or enforcenent
under section 9607 (relating to collection and enforcenment by
secured party) in the foll ow ng order to:

(i) the reasonabl e expenses of collection and
enforcenent and, to the extent provided for by agreenent
and not prohibited by | aw, reasonable attorney fees and
| egal expenses incurred by the secured party;

(1i) the satisfaction of obligations secured by the
security interest or agricultural Iien under which the
coll ection or enforcement is made; and

(i) the satisfaction of obligations secured by any
subordi nate security interest in or other lien on the
collateral subject to the security interest or
agricultural lien under which the collection or
enforcenent is made if the secured party receives an
aut henti cated denmand for proceeds before distribution of
the proceeds is conpl eted.

(2) |If requested by a secured party, a holder of a

subordi nate security interest or other lien shall furnish
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reasonabl e proof of the interest or lien within a reasonable

time. Unless the hol der conplies, the secured party need not

conply with the holder's denmand under paragraph (1)(iii).

(3) A secured party need not apply or pay over for
appl i cati on noncash proceeds of collection and enforcenent
under section 9607 unless the failure to do so would be
commercially unreasonabl e. A secured party that applies or
pays over for application noncash proceeds shall do so in a
commercially reasonabl e manner

(4) A secured party shall account to and pay a debtor
for any surplus, and the obligor is liable for any
defi ci ency.

(b) No surplus or deficiency in sales of certain rights to
paynent.--1f the underlying transaction is a sale of accounts,
chattel paper, paynent intangibles or prom ssory notes, the
debtor is not entitled to any surplus and the obligor is not
Iiabl e for any deficiency.

8§ 9609. Secured party's right to take possession after default.

(a) Possession; rendering equi prent unusabl e; disposition on
debtor's prem ses.--After default, a secured party:

(1) may take possession of the collateral; and

(2) wthout renmoval, nmay render equi pnent unusabl e and
di spose of collateral on a debtor's prem ses under section
9610 (relating to disposition of collateral after default).
(b) Judicial and nonjudicial process.--A secured party may

proceed under subsection (a):

(1) pursuant to judicial process; or

(2) wthout judicial process, if it proceeds w thout
breach of the peace.

(c) Assenbly of collateral.--1f so agreed, and in any event
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after default, a secured party may require the debtor to
assenbl e the collateral and make it available to the secured
party at a place to be designated by the secured party which is
reasonably convenient to both parties.
8§ 9610. Disposition of collateral after default.

(a) Disposition after default.--After default, a secured
party may sell, |ease, |license or otherw se di spose of any or
all of the collateral in its present condition or follow ng any
commercially reasonabl e preparati on or processing.

(b) Conmercially reasonabl e disposition.-- Every aspect of a
di sposition of collateral, including the nethod, manner, tine,
pl ace and other termnms, nust be commercially reasonable. If
commercially reasonable, a secured party may di spose of
collateral by public or private proceedi ngs, by one or nore
contracts, as a unit or in parcels and at any tinme and place and
on any ternmns.

(c) Purchase by secured party.--A secured party may purchase
col | ateral

(1) at a public disposition; or
(2) at a private disposition only if the collateral is

of a kind which is customarily sold on a recogni zed mar ket or

the subject of widely distributed standard price quotations.

(d) Warranties on disposition.--A contract for sale, |ease,
Iicense or other disposition includes the warranties relating to
title, possession, quiet enjoynent and the |ike which by
operation of |aw acconpany a voluntary disposition of property
of the kind subject to the contract.

(e) Disclainmer of warranties.--A secured party may disclaim
or nodify warranties under subsection (d):

(1) in a manner which would be effective to disclaimor
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1 nodi fy the warranties in a voluntary disposition of property
2 of the kind subject to the contract of disposition; or

3 (2) by communicating to the purchaser a record

4 evi dencing the contract for disposition and including an

5 express disclainmer or nodification of the warranti es.

6 (f) Record sufficient to disclaimwarranties.--A record is
7 sufficient to disclaimwarranties under subsection (e) if it

8 indicates "There is no warranty relating to title, possession,
9 quiet enjoynent or the like in this disposition" or uses words
10 of simlar inport.

11 8§ 9611. Notification before disposition of collateral.

12 (a) Notification date.--As used in this section, the term
13 "notification date" nmeans the earlier of the date on which:

14 (1) a secured party sends to the debtor and any

15 secondary obligor an authenticated notification of

16 di sposition; or

17 (2) the debtor and any secondary obligor waive the right
18 to notification.

19 (b) Notification of disposition required.--Except as
20 otherw se provided in subsection (d), a secured party that
21 disposes of collateral under section 9610 (relating to
22 disposition of collateral after default) shall send to the
23 persons specified in subsection (c) a reasonabl e aut henti cated
24 notification of disposition.
25 (c) Persons to be notified.--To conmply with subsection (b),
26 the secured party shall send an authenticated notification of
27 disposition to all of the foll ow ng:
28 (1) The debtor.
29 (2) Any secondary obligor.
30 (3) If the collateral is other than consuner goods, al
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1 of the follow ng:

2 (i) Any other person fromwhich the secured party

3 has received, before the notification date, an

4 authenticated notification of a claimof an interest in
5 t he col | ateral

6 (i1i) Any other secured party or lienholder that, ten
7 days before the notification date, held a security

8 interest in or other lien on the collateral perfected by
9 the filing of a financing statenment which:

10 (A) identified the collateral;

11 (B) was indexed under the debtor's nane as of
12 t hat date; and

13 (C©O was filed in the office in which to file a
14 financi ng statenent against the debtor covering the
15 col lateral as of that date.

16 (ti1) Any other secured party that, ten days before
17 the notification date, held a security interest in the
18 collateral perfected by conpliance with a statute,

19 regul ation or treaty described in section 9311(a)
20 (relating to security interest subject to other |aw).
21 (d) Subsection (b) inapplicable: perishable collateral;

22 recogni zed market.--Subsection (b) does not apply if the

23 collateral is perishable or threatens to decline speedily in

24 value or is of a type customarily sold on a recogni zed market.
25 (e) Conpliance with subsection (c)(3)(ii).--A secured party
26 conplies with the requirenent for notification prescribed by

27 subsection (c)(3)(ii) if both of the foll ow ng paragraphs apply:

28 (1) Not later than 20 days or earlier than 30 days
29 before the notification date, the secured party requests, in
30 a commercially reasonabl e manner, information concerning
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financing statenents indexed under the debtor's nane in the
of fice indicated in subsection (c)(3)(ii).
(2) Before the notification date, the secured party:
(1) did not receive a response to the request for
i nformation; or
(ii) received a response to the request for
informati on and sent an authenticated notification of
di sposition to each secured party or other |ienhol der
named i n that response whose financing statenent covered
t he col |l ateral
8§ 9612. Tineliness of notification before disposition of
col | ateral
(a) Reasonable tine is question of fact.--Except as
ot herwi se provided in subsection (b), whether a notification is
sent within a reasonable tinme is a question of fact.
(b) Ten-day period sufficient in nonconsuner transaction.--
In a transaction other than a consuner transaction, a
notification of disposition sent after default and ten days or
nore before the earliest tine of disposition set forth in the
notification is sent within a reasonable tinme before the
di sposition.
8§ 9613. Contents and formof notification before disposition of
collateral: general.
Except in a consunmer-goods transaction, the follow ng rules
appl y:
(1) The contents of a notification of disposition are
sufficient if the notification:
(i) describes the debtor and the secured party;
(ii) describes the collateral which is the subject

of the intended disposition;

20010S0330B0817 - 212 -



1 (i1i1) states the nethod of intended disposition;

2 (iv) states that the debtor is entitled to an

3 accounting of the unpaid indebtedness and states the

4 charge, if any, for an accounting; and

5 (v) states the tine and place of a public

6 di sposition or the tine after which any other disposition
7 is to be nade.

8 (2) Wether the contents of a notification which |acks
9 any of the information specified in paragraph (1) are

10 neverthel ess sufficient is a question of fact.

11 (3) The contents of a notification providing

12 substantially the information specified in paragraph (1) are
13 sufficient even if the notification includes:

14 (1) information not specified by that paragraph; or
15 (ii) mnor errors which are not seriously

16 m sl eadi ng.

17 (4) A particular phrasing of the notification is not

18 required.

19 (5) The following formof notification and the form
20 appearing in section 9614(3) (relating to contents and form
21 of notification before disposition of collateral: consuner-
22 goods transaction), when conpleted, each provides sufficient
23 i nformation:
24 NOTI FI CATI ON OF DI SPCSI TI ON OF COLLATERAL
25 To: (Nanme of debtor, obligor or
26 ot her person to which the notification is sent)
27 From (Nane, address and tel ephone
28 nunber of secured party)
29 Nane of Debtor(s): (include only if
30 debtor(s) are not an addressee)
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1 (For a public disposition:)

2 W will sell (or lease or |icense, as applicable) the

3 (describe collateral) (to the highest

4 qual i fied bidder) in public as foll ows:

5 Day and Dat e:

6 Ti me:

7 Pl ace:

8 (For a private disposition:)

9 W will sell (or lease or |icense, as applicable) the

10 (describe collateral) privately sonetine
11 after (day and date).

12 You are entitled to an accounting of the unpaid

13 i ndebt edness secured by the property that we intend to sel

14 (or lease or license, as applicable) (for a charge of

15 $ ). You may request an accounting by calling us at

16 (tel ephone nunber).

17 (End of Form

18 8§ 9614. Contents and form of notification before disposition of
19 col | ateral : consuner-goods transacti on.
20 In a consuner-goods transaction, the follow ng rules apply:
21 (1) A notification of disposition nust provide the
22 foll owi ng informtion:
23 (1) the information specified in section 9613(1)
24 (relating to contents and formof notification before
25 di sposition of collateral: general);
26 (i1i) a description of any liability for a deficiency
27 of the person to which the notification is sent;
28 (1i1) a tel ephone nunber from which the anpbunt which
29 nmust be paid to the secured party to redeemthe
30 col |l ateral under section 9623 (relating to right to
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redeem col lateral) is avail able; and
(iv) a telephone nunber or mailing address from

whi ch additional information concerning the disposition

and the obligation secured is avail abl e.

(2) A particular phrasing of the notification is not
required.

(3) The following formof notification, when conpl eted,
provi des sufficient information:

(Nanme and address of secured party)

(Dat e)

NOTlI CE OF OUR PLAN TO SELL PROPERTY

(Nanme and address of any obligor who

is also a debtor)

Subj ect : (ldentification of

Transacti on)

W have your (descri be

coll ateral), because you broke prom ses in our agreenent.
(For a public disposition:)

W will sell (descri be

collateral) at public sale. A sale could include a | ease
or license. The sale will be held as foll ows:

Dat e:

Ti nme:

Pl ace:

You may attend the sale and bring bidders if you
want .

(For a private disposition:)

W will sell (descri be
collateral) at private sale sonetine after

(date). A sale could include a | ease
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1 or license. The noney that we get fromthe sale (after

2 payi ng our costs) will reduce the amobunt you owe. If we
3 get |l ess noney than you owe, you (wll or will not, as

4 applicable) still owe us the difference. If we get nore
5 noney than you owe, you will get the extra noney, unless
6 we nmust pay it to soneone else. You can get the property
7 back at any tinme before we sell it by paying us the ful
8 anount you owe (not just the past due paynents),

9 i ncl udi ng our expenses. To |earn the exact anpunt you

10 must pay, call us at (tel ephone

11 nunber). If you want us to explain to you in witing how
12 we have figured the anmount that you owe us, you nay cal
13 us at (tel ephone nunmber) (or wite
14 us at (secured party's address)) and
15 request a witten explanation. (W wll charge you

16 $ for the explanation if we sent you anot her

17 witten explanation of the anbunt you owe us within the
18 | ast six nonths.) If you need nore infornmation about the
19 sale call us at (tel ephone nunber)
20 (or wite us at (secured party's
21 address)). W are sending this notice to the foll ow ng
22 ot her people who have an interest in
23 (describe collateral) or who owe noney under your
24 agreenent : (Nanmes of all other
25 debtors and obligors, if any)
26 (End of Form
27 (4 Anotification in the formof paragraph (3) is
28 sufficient even if additional information appears at the end
29 of the form
30 (5 Annotification in the formof paragraph (3) is
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1 sufficient even if it includes errors in information not

2 required by paragraph (1) unless the error is msleading with
3 respect to rights arising under this division.

4 (6) If a notification under this section is not in the
5 form of paragraph (3), law other than this division

6 determ nes the effect of including information not required
7 by paragraph (1).

8 8 9615. Application of proceeds of disposition; liability for

9 deficiency and right to surplus.

10 (a) Application of proceeds.--A secured party shall apply or
11 pay over for application the cash proceeds of disposition under
12 section 9610 (relating to disposition of collateral after

13 default) in the follow ng order to:

14 (1) The reasonabl e expenses of retaking, holding,

15 preparing for disposition, processing and di sposing and, to
16 t he extent provided for by agreenent and not prohibited by
17 | aw, reasonable attorney fees and | egal expenses incurred by
18 the secured party.

19 (2) The satisfaction of obligations secured by the
20 security interest or agricultural Iien under which the
21 di sposition is made.
22 (3) The satisfaction of obligations secured by any
23 subordi nate security interest in or other subordinate |lien on
24 the collateral if:
25 (i) the secured party receives fromthe hol der of
26 t he subordi nate security interest or other lien an
27 aut henti cated denmand for proceeds before distribution of
28 t he proceeds is conpleted; and
29 (ii) in a case in which a consignor has an interest
30 in the collateral, the subordinate security interest or

20010S0330B0817 - 217 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

other lien is senior to the interest of the consignor.

(4) A secured party that is a consignor of the
collateral if the secured party receives fromthe consignor
an aut henticated demand for proceeds before distribution of
the proceeds is conpl eted.

(b) Proof of subordinate interest.--1f requested by a
secured party, a holder of a subordinate security interest or
other lien shall furnish reasonabl e proof of the interest or
lien within a reasonable tinme. Unless the hol der does so, the
secured party need not conply with the hol der's demand under
subsection (a)(3).

(c) Application of noncash proceeds.--A secured party need
not apply or pay over for application noncash proceeds of
di sposition under section 9610 unless the failure to do so would
be comercially unreasonable. A secured party that applies or
pays over for application noncash proceeds shall do so in a
commercially reasonabl e manner

(d) Surplus or deficiency if obligation secured.--If the
security interest under which a disposition is nmade secures
paynent or performance of an obligation, after making the
paynents and applications required by subsection (a) and
permtted by subsection (c):

(1) unless subsection (a)(4) requires the secured party
to apply or pay over cash proceeds to a consignor, the
secured party shall account to and pay a debtor for any
surpl us; and

(2) the obligor is |iable for any deficiency.

(e) No surplus or deficiency in sales of certain rights to
paynent.--1f the underlying transaction is a sale of accounts,

chattel paper, paynent intangibles or prom ssory notes:
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(1) the debtor is not entitled to any surplus; and

(2) the obligor is not liable for any deficiency.

(f) Calculation of surplus or deficiency in disposition to
person related to secured party.--The surplus or deficiency
following a disposition is cal cul ated based on the anount of
proceeds whi ch woul d have been realized in a disposition
conplying with this chapter to a transferee other than the
secured party, a person related to the secured party or a
secondary obligor if:

(1) the transferee in the disposition is the secured
party, a person related to the secured party or a secondary
obl i gor; and

(2) the amount of proceeds of the dispositionis
significantly bel ow the range of proceeds which a conplying
di sposition to a person other than the secured party, a
person related to the secured party or a secondary obligor
woul d have brought.

(g) Cash proceeds received by junior secured party.--A
secured party that receives cash proceeds of a disposition in
good faith and w thout know edge that the receipt violates the
rights of the holder of a security interest or other |ien which
is not subordinate to the security interest or agricultural lien
under which the disposition is nade:

(1) takes the cash proceeds free of the security
interest or other lien;

(2) is not obligated to apply the proceeds of the
di sposition to the satisfaction of obligations secured by the
security interest or other lien; and

(3) is not obligated to account to or pay the hol der of

the security interest or other lien for any surplus.
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8§ 9616. Explanation of calculation of surplus or deficiency.
(a) Definitions.--As used in this section, the follow ng
wor ds and phrases shall have the neanings given to themin this

subsecti on:

"Explanation.” A witing which:

(1) states the anmount of the surplus or deficiency;

(2) provides an explanation in accordance with
subsection (c) of how the secured party cal cul ated the
surplus or deficiency;

(3) states, if applicable, that future debits, credits,
charges, including additional credit service charges or
i nterest, rebates and expenses nmay affect the anount of the
surplus or deficiency; and

(4) provides a tel ephone nunber or mailing address from
whi ch additional information concerning the transaction is
avai | abl e.

"Request." A record:

(1) authenticated by a debtor or consumer obligor;

(2) requesting that the recipient provide an
expl anati on; and

(3) sent after disposition of the collateral under
section 9610 (relating to disposition of collateral after
defaul t).

(b) Explanation of calculation.--In a consuner-goods
transaction in which the debtor is entitled to a surplus or a
consuner obligor is liable for a deficiency under section 9615
(relating to application of proceeds of disposition; liability
for deficiency and right to surplus), the secured party shal
conply with one of the foll ow ng paragraphs:

(1) Send an explanation to the debtor or consuner
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1 obligor, as applicable, after the disposition and:

2 (i) before or when the secured party accounts to the
3 debtor and pays any surplus or first makes witten denmand
4 on the consuner obligor after the disposition for paynent
5 of the deficiency; and

6 (i) wthin 14 days after receipt of a request.

7 (2) In the case of a consuner obligor who is liable for
8 a deficiency, within 14 days after receipt of a request, send
9 to the consuner obligor a record waiving the secured party's
10 right to a deficiency.

11 (c) Required information.--To conply with paragraph (2) of

12 the definition of the term"explanation” in subsection (a), a

13 witing nmust provide the followng information in the follow ng

14 order:

15 (1) The aggregate anount of obligations secured by the
16 security interest under which the disposition was made and,
17 if the anmount reflects a rebate of unearned interest or

18 credit service charge, an indication of that fact, cal cul ated
19 as of a specified date:

20 (1) if the secured party takes or receives

21 possession of the collateral after default, not nore than
22 35 days before the secured party takes or receives

23 possessi on; or

24 (i1i) if the secured party takes or receives

25 possession of the collateral before default or does not
26 t ake possession of the collateral, not nore than 35 days
27 before the disposition.

28 (2) The amount of proceeds of the disposition.

29 (3) The aggregate anobunt of the obligations after

30 deducting the anmount of proceeds.
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(4) The amount, in the aggregate or by type, and types
of expenses, including expenses of retaking, holding,
preparing for disposition, processing and di sposing of the
collateral and attorney fees secured by the collateral which
are known to the secured party and relate to the current
di sposition.

(5) The amount, in the aggregate or by type and types of
credits, including rebates of interest or credit service
charges, to which the obligor is known to be entitled and
whi ch are not reflected in the anount in paragraph (1).

(6) The amount of the surplus or deficiency.

(d) Substantial conpliance.--A particular phrasing of the
explanation is not required. An explanation conplying
substantially with the requirenents of subsection (a) is
sufficient even if it includes mnor errors which are not
seriously m sl eading.

(e) Charges for responses.--A debtor or consumer obligor is
entitled without charge to one response to a request under this
section during any six-nonth period in which the secured party
did not send to the debtor or consumer obligor an explanation
pursuant to subsection (b)(1). The secured party may require
paynent of a charge not exceeding $25 for each additi onal
response.

8§ 9617. Rights of transferee of collateral.

(a) Effects of disposition.--A secured party's disposition
of collateral after default:

(1) transfers to a transferee for value all of the
debtor's rights in the collateral;

(2) discharges the security interest under which the

di sposition is nmade; and
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(3) discharges any subordi nate security interest or
ot her subordinate |ien.

(b) Rights of good-faith transferee.--A transferee that acts
in good faith takes free of the rights and interests descri bed
in subsection (a) even if the secured party fails to conply with
this division or the requirenents of any judicial proceeding.

(c) Rights of other transferee.--If a transferee does not
take free of the rights and interests described in subsection
(a), the transferee takes the collateral subject to:

(1) the debtor's rights in the collateral;

(2) the security interest or agricultural |ien under
whi ch the disposition is nmade; and

(3) any other security interest or other lien.

8§ 9618. Rights and duties of certain secondary obligors.

(a) Rights and duties of secondary obligor.--A secondary
obl i gor acquires the rights and becones obligated to performthe
duties of the secured party after the secondary obli gor:

(1) receives an assignment of a secured obligation from
the secured party;

(2) receives a transfer of collateral fromthe secured
party and agrees to accept the rights and assune the duties
of the secured party; or

(3) is subrogated to the rights of a secured party with
respect to collateral.

(b) Effect of assignnment, transfer or subrogation.--An
assignment, transfer or subrogation described in subsection (a):

(1) is not a disposition of collateral under section
9610 (relating to disposition of collateral after default);
and

(2) relieves the secured party of further duties under
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thi s division.

8§ 9619. Transfer of record or legal title.

(a) Transfer statenment.--As used in this section, the term
"transfer statenment” neans a record authenticated by a secured
party stating:

(1) that the debtor has defaulted in connection with an
obl i gati on secured by specified collateral;

(2) that the secured party has exercised its postdefault
remedies with respect to the collateral;

(3) that, by reason of the exercise, a transferee has
acquired the rights of the debtor in the collateral; and

(4) the nanme and nmiling address of the secured party,
debtor and transferee.

(b) Effect of transfer statenent.--A transfer statenent
entitles the transferee to the transfer of record of all rights
of the debtor in the collateral specified in the statenent in
any official filing, recording, registration or certificate-of-
title systemcovering the collateral. If a transfer statenent is
presented with the applicable fee and request formto the
official or office responsible for maintaining the system the
official or office shall:

(1) accept the transfer statenent;

(2) pronptly amend its records to reflect the transfer;
and

(3) if applicable, issue a new appropriate certificate
of title in the nane of the transferee.

(c) Transfer not a disposition; no relief of secured party's
duties.--A transfer of the record or legal title to collateral
to a secured party under subsection (b) or otherwi se is not of

itself a disposition of collateral under this division and does
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not of itself relieve the secured party of its duties under this

di vi si on.

8§ 9620. Acceptance of collateral in full or partial
satisfaction of obligation; conpul sory disposition of
col | ateral

(a) Conditions to acceptance in satisfaction.--Except as
ot herwi se provided in subsection (g), a secured party nmay accept
collateral in full or partial satisfaction of the obligation it
secures only if all of the follow ng paragraphs apply:
(1) The debtor consents to the acceptance under
subsection (c).
(2) The secured party does not receive, within the tine
set forth in subsection (d), a notification of objection to
t he proposal authenticated by:

(i) a person to which the secured party was required
to send a proposal under section 9621 (relating to
notification of proposal to accept collateral); or

(ii) any other person, other than the debtor,
hol ding an interest in the collateral subordinate to the
security interest which is the subject of the proposal.
(3) If the collateral is consuner goods, the collatera

is not in the possession of the debtor when the debtor
consents to the acceptance.
(4) Subsection (e) does not require the secured party to
di spose of the collateral or the debtor waives the
requi renent pursuant to section 9624 (relating to waiver).
(b) Purported acceptance ineffective.--A purported or
apparent acceptance of collateral under this section is
i neffective unl ess:

(1) the secured party consents to the acceptance in an
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aut henti cated record or sends a proposal to the debtor; and

(2) the conditions of subsection (a) are net.

(c) Debtor's consent.--For purposes of this section:

(1) A debtor consents to an acceptance of collateral in
partial satisfaction of the obligation it secures only if the
debtor agrees to the ternms of the acceptance in a record
aut henticated after default.

(2) A debtor consents to an acceptance of collateral in
full satisfaction of the obligation it secures only if the
debtor agrees to the ternms of the acceptance in a record
aut henticated after default or the secured party:

(i) sends to the debtor after default a proposal
whi ch is unconditional or subject only to a condition
that collateral not in the possession of the secured
party be preserved or maintai ned;
(i) in the proposal, proposes to accept coll ateral
in full satisfaction of the obligation it secures; and
(ti1) does not receive a notification of objection
aut henti cated by the debtor within 20 days after the
proposal is sent.

(d) Effectiveness of notification.--To be effective under
subsection (a)(2), a notification of objection nmust be received
by the secured party:

(1) In the case of a person to which the proposal was
sent pursuant to section 9621, within 20 days after
notification was sent to that person.

(2) In other cases:

(1) wthin 20 days after the last notification was
sent pursuant to section 9621; or

(ii) if anotification was not sent, before the
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1 debtor consents to the acceptance under subsection (c).

2 (e) Mandatory disposition of consumer goods.--A secured

3 party that has taken possession of collateral shall dispose of

4 the collateral pursuant to section 9610 (relating to disposition
5 of collateral after default) within the tinme specified in

6 subsection (f) if:

7 (1) 60% of the cash price has been paid in the case of a
8 pur chase- noney security interest in consumer goods; or

9 (2) 60% of the principal anount of the obligation

10 secured has been paid in the case of a nonpurchase-noney

11 security interest in consuner goods.

12 (f) Conpliance with mandatory disposition requirenment.--To
13 conply with subsection (e), the secured party shall dispose of
14 the collateral

15 (1) wthin 90 days after taking possession; or

16 (2) wthin any |onger period to which the debtor and al
17 secondary obligors have agreed in an agreenent to that effect
18 entered into and authenticated after default.

19 (g) No partial satisfaction in consunmer transaction.--In a
20 consumer transaction, a secured party may not accept collatera
21 in partial satisfaction of the obligation it secures.
22 § 9621. Notification of proposal to accept collateral.
23 (a) Persons to which proposal to be sent.--A secured party
24 that desires to accept collateral in full or partial
25 satisfaction of the obligation it secures shall send its
26 proposal to all of the foll ow ng:
27 (1) Any person fromwhich the secured party has
28 recei ved, before the debtor consented to the acceptance, an
29 authenticated notification of a claimof an interest in the
30 col I ateral
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(2) Any other secured party or lienholder that, ten days
before the debtor consented to the acceptance, held a
security interest in or other lien on the coll ateral
perfected by the filing of a financing statenment which:

(i) identified the collateral;

(i1i) was indexed under the debtor's nanme as of that
dat e; and

(tit) was filed in the office or offices in which to
file a financing statenent agai nst the debtor covering
the collateral as of that date.

(3) Any other secured party that, ten days before the
debtor consented to the acceptance, held a security interest
in the collateral perfected by conpliance with a statute,
regul ation or treaty described in section 9311(a) (relating
to security interest subject to other |aw).

(b) Proposal to be sent to secondary obligor in partial
satisfaction.--A secured party that desires to accept collateral
in partial satisfaction of the obligation it secures shall send
its proposal to any secondary obligor in addition to the persons
descri bed in subsection (a).

§ 9622. Effect of acceptance of collateral.

(a) Effect of acceptance.--A secured party's acceptance of
collateral in full or partial satisfaction of the obligation it
secures:

(1) discharges the obligation to the extent consented to
by the debtor;

(2) transfers to the secured party all of a debtor's
rights in the collateral;

(3) discharges the security interest or agricultural

lien which is the subject of the debtor's consent and any
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subordi nate security interest or other subordinate lien; and
(4) termnates any other subordinate interest.

(b) Discharge of subordinate interest notw thstanding
nonconpl i ance. -- A subordinate interest is discharged or
term nat ed under subsection (a) even if the secured party fails
to conmply with this division.

§ 9623. Right to redeemcollateral.

(a) Persons that may redeem --A debtor, any secondary
obligor or any other secured party or |ienholder nmay redeem
col | ateral

(b) Requirenents for redenption.--To redeemcollateral, a
person shall tender:

(1) fulfillment of all obligations secured by the
collateral; and

(2) the reasonabl e expenses and attorney fees described
in section 9615(a)(1) (relating to application of proceeds).

(c) Wen redenption may occur.--A redenption nmay occur at
any time before a secured party:

(1) bhas collected collateral under section 9607
(relating to collection and enforcenent by secured party);
(2) has disposed of collateral or entered into a

contract for its disposition under section 9610 (relating to

di sposition of collateral after default); or

(3) has accepted collateral in full or partial
satisfaction of the obligation it secures under section 9622
(relating to effect of acceptance of collateral).

§ 9624. Wi ver

(a) Waiver of disposition notification.--A debtor or

secondary obligor may waive the right to notification of

di sposition of collateral under section 9611 (relating to
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notification before disposition of collateral) only by an
agreenent to that effect entered into and authenticated after
defaul t.

(b) Waiver of mandatory disposition.--A debtor may wai ve the
right to require disposition of collateral under section 9620(e)
(relating to mandatory disposition of consumer goods) only by an
agreenent to that effect entered into and authenticated after
defaul t.

(c) Waiver of redenption right.--Except in a consuner-goods
transaction, a debtor or secondary obligor nay waive the right
to redeem col |l ateral under section 9623 (relating to right to
redeem col lateral) only by an agreenment to that effect entered
into and authenticated after default.

SUBCHAPTER B
NONCOMPLI ANCE W TH DI VI SI ON
Sec.
9625. Renedies for secured party's failure to conply with
di vi si on.
9626. Action in which deficiency or surplus is in issue.
9627. Determ nation of whether conduct was commercially
reasonabl e.
9628. Nonliability and limtation on liability of secured
party; liability of secondary obligor.
8§ 9625. Renedies for secured party's failure to conply with
di vi si on.

(a) Judicial orders concerning nonconpliance.--1f it is
established that a secured party is not proceeding in accordance
with this division, a court nay order or restrain collection,
enforcenent or disposition of collateral on appropriate terns

and conditi ons.
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(b) Danages for nonconpliance. --Subject to subsections (c),
(d) and (f), a person is liable for danages in the anmount of any
| oss caused by a failure to conply with this division. Loss
caused by a failure to conply may include | oss resulting from
the debtor's inability to obtain or increased costs of
alternative financing.

(c) Persons entitled to recover damages; statutory damages
i n consumer-goods transaction. --Except as otherw se provided in
section 9628 (relating to nonliability and limtation on
liability of secured party; liability of secondary obligor):

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

(2) if the collateral is consuner goods, a person that
was a debtor or a secondary obligor at the tinme a secured
party failed to conply with this chapter may recover for that
failure in any event an anopunt not |less than the credit
service charge plus 10% of the principal anmount of the
obligation or the time price differential plus 10% of the
cash pri ce.

(d) Recovery when deficiency elimnated or reduced.--A
debt or whose deficiency is elimnated under section 9626
(relating to action in which deficiency or surplus is in issue)
may recover damages for the |oss of any surplus. However, a
debt or or secondary obligor whose deficiency is elimnated or
reduced under section 9626 may not otherw se recover under
subsection (b) for nonconpliance with the provisions of this
chapter relating to collection, enforcenent, disposition or

accept ance.
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(e) Statutory damages: nonconpliance with specified
provisions.--1n addition to any damages recoverabl e under
subsection (b), the debtor, consunmer obligor or person named as
a debtor in a filed record, as applicable, may recover $500 from
a person that:

(1) fails to conply with section 9208 (relating to
addi tional duties of secured party having control of
collateral);

(2) fails to conply with section 9209 (relating to
duties of secured party if account debtor has been notified
of assignment);

(3) files a record which the person is not entitled to
file under section 9509(a) (relating to person entitled to
file record);

(4) fails to cause the secured party of record to file
or send a termnation statenent as required by section
9513(a) or (c) (relating to term nation statenent);

(5) fails to conply with section 9616(b)(1) (relating to
expl anation of cal culation of surplus or deficiency), and the
failure is part of a pattern or consistent with a practice of
nonconpl i ance; or

(6) fails to conply with section 9616(b)(2).

(f) Statutory damages: nonconpliance with section 9210.--A
debtor or consuner obligor nmay recover damages under subsection
(b) and, in addition, $500 in each case froma person that,
wi t hout reasonable cause, fails to conply with a request under
section 9210. A recipient of a request under section 9210 which
never clainmed an interest in the collateral or obligations which
are the subject of a request under that section has a reasonabl e

excuse for failure to conply with the request within the nmeaning
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1 of this subsection.

2 (g) Limtation of security interest: nonconpliance with

3 section 9210.--1f a secured party fails to conply with a request

4 regarding a list of collateral or a statenment of account under

5 section 9210, the secured party may claima security interest

6 only as shown in the list or statenment included in the request

7 as against a person that is reasonably msled by the failure.

8 8 9626. Action in which deficiency or surplus is in issue.

9 (a) Applicable rules if amount of deficiency or surplus in
10 issue.--1n an action arising froma transaction, other than a
11 consuner transaction, in which the amount of a deficiency or
12 surplus is in issue, the follow ng rules apply:

13 (1) A secured party need not prove conpliance with the
14 provi sions of this chapter relating to collection,

15 enforcenent, disposition or acceptance unless the debtor or a
16 secondary obligor places the secured party's conpliance in
17 i ssue.

18 (2) If the secured party's conpliance is placed in

19 i ssue, the secured party has the burden of establishing that
20 the collection, enforcenent, disposition or acceptance was
21 conducted in accordance with this chapter.

22 (3) Except as otherwi se provided in section 9628

23 (relating to nonliability and limtation on liability of

24 secured party; liability of secondary obligor), if a secured
25 party fails to prove that the collection, enforcenent,

26 di sposition or acceptance was conducted in accordance wth
27 the provisions of this chapter relating to collection,

28 enforcenent, disposition or acceptance, the liability of a
29 debtor or a secondary obligor for a deficiency is limted to
30 an amount by which the sum of the secured obligation,
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expenses and attorney fees exceeds the greater of:
(i) the proceeds of the collection, enforcenent,
di sposition or acceptance; or
(1i) the anpunt of proceeds which woul d have been
reali zed had the nonconplying secured party proceeded in
accordance with the provisions of this chapter relating
to collection, enforcenent, disposition or acceptance.
(4) For purposes of paragraph (3)(ii), the anount of
proceeds which woul d have been realized is equal to the sum
of the secured obligation, expenses and attorney fees unless
the secured party proves that the amount is |less than that
sum
(5) |If a deficiency or surplus is cal cul ated under
section 9615(f) (relating to calculation of surplus or
deficiency in disposition to person related to secured
party), the debtor or obligor has the burden of establishing
that the anobunt of proceeds of the disposition is
significantly bel ow the range of prices which a conplying

di sposition to a person other than the secured party, a

person related to the secured party or a secondary obligor

woul d have brought.

(b) Nonconsumer transactions; no inference.--The limtation
of the rules in subsection (a) to transactions other than
consumer transactions is intended to | eave to the court the
determi nation of the proper rules in consunmer transactions. The
court may not infer fromthat limtation the nature of the
proper rule in consuner transactions and may continue to apply
est abl i shed approaches.

8§ 9627. Determ nation of whether conduct was comercially

r easonabl e.
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(a) Geater anount obtainable under other circunstances; no
precl usi on of comrercial reasonabl eness.--The fact that a
greater amount coul d have been obtained by a collection,
enforcenent, disposition or acceptance at a different tine or in
a different nethod fromthat selected by the secured party is
not of itself sufficient to preclude the secured party from
establishing that the collection, enforcenent, disposition or
acceptance was made in a conmercially reasonabl e nmanner

(b) Dispositions which are cormercially reasonable.--A
di sposition of collateral is nade in a comrercially reasonabl e
manner if the disposition is nade:

(1) in the usual manner on any recogni zed market;

(2) at the price current in any recogni zed narket at the
time of the disposition; or

(3) otherwise in conformty with reasonabl e comrercia
practices anong dealers in the type of property which was the
subj ect of the disposition.

(c) Approval by court or on behalf of creditors.--A
col l ection, enforcenent, disposition or acceptance is
commercially reasonable if it has been approved:

(1) in a judicial proceeding;

(2) by a bona fide creditors' commttee;

(3) by a representative of creditors; or

(4) by an assignee for the benefit of creditors.

(d) Approval under subsection (c) not necessary; absence of
approval has no effect.--Approval under subsection (c) need not
be obtai ned and | ack of approval does not nean that the
col l ection, enforcenent, disposition or acceptance is not
commerci ally reasonabl e.

§ 9628. MNonliability and limtation on liability of secured
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1 party; liability of secondary obligor.

2 (a) Limtation of liability of secured party for

3 nonconpliance with division.--Unless a secured party knows t hat
4 a person is a debtor or obligor, knows the identity of the

5 person and knows how to conmuni cate with the person

6 (1) the secured party is not liable to the person or to
7 a secured party or lienholder that has filed a financing

8 st at ement against the person for failure to conply with this
9 di vi si on; and

10 (2) the secured party's failure to conply with this

11 di vi sion does not affect the liability of the person for a
12 defi ci ency.

13 (b) Limtation of liability based on status as secured

14 party.--A secured party is not |iable because of its status as
15 secured party to any of the follow ng:

16 (1) A person that is a debtor or obligor, unless the

17 secured party knows:

18 (i) that the person is a debtor or obligor;

19 (1i) the identity of the person; and
20 (ii1) howto comrunicate with the person.
21 (2) A secured party or lienholder that has filed a
22 fi nanci ng statenent against a person, unless the secured
23 party knows:
24 (1) that the person is a debtor; and
25 (ii) the identity of the person.
26 (c) Limtation of liability if reasonable belief that
27 transaction not a consuner-goods transaction or consumner
28 transaction.--A secured party is not liable to any person, and a
29 person's liability for a deficiency is not affected, because of

30 any act or omission arising out of the secured party's
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reasonabl e belief that a transaction is not a consuner-goods
transaction or a consuner transaction or that goods are not
consuner goods, if the secured party's belief is based on its
reasonabl e reliance on:
(1) a debtor's representation concerning the purpose for
whi ch collateral was to be used, acquired or held; or
(2) an obligor's representation concerning the purpose
for which a secured obligation was incurred.

(d) Limtation of liability for statutory damages.--A
secured party is not liable to any person under section
9625(c)(2) (relating to renmedies for secured party's failure to
conply with division) for its failure to conply with section
9616 (relating to explanation of calculation of surplus or
defi ci ency).

(e) Limtation of multiple liability for statutory
damages. -- A secured party is not |liable under section 9625(c)(2)
nore than once with respect to any one secured obligation.

CHAPTER 97
TRANSI TI ON PROVI SI ONS
Sec.
9700. Definitions.
9701. Effective date.
9702. Savings cl ause.
9703. Security interest perfected before effective date.
9704. Security interest unperfected before effective date.
9705. Effectiveness of action taken before effective date.
9706. Wen initial financing statenment suffices to continue
ef fectiveness of financing statenent.
9707. Anendnent of pre-effective-date financing statenent.

9708. Persons entitled to file initial financing statement or
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conti nuation statenent.

9709. Priority.

9710. OQperations of prothonotaries' offices after effective
dat e.

§ 9700. Definitions.

The foll ow ng words and terns when used in this chapter shall
have the neanings given to themin this section:

"Former Division 9." The provisions of this title, other
than Division 5 (relating to letters of credit), as in effect
before the effective date of Revised Division 9.

"Revised Division 9." The provisions of this title, other
than sections 5101 (relating to short title of division) through
5117 (relating to subrogation of issuer, applicant and nom nat ed
person), as anmended by the Uniform Commerci al Code Mdernization
Act of 2001 and as they may be further anmended.

§ 9701. Effective date.

Revised Division 9 takes effect on July 1, 2001.
§ 9702. Savings cl ause.

(a) Pre-effective-date transactions or |iens.--Except as
otherwi se provided in this chapter, Revised Division 9 applies
to a transaction or lien within its scope, even if the
transaction or lien was entered into or created before the
effective date of Revised Division 9.

(b) Continuing validity.--Except as otherwi se provided in
subsection (c) and sections 9703 (relating to security interest
perfected before effective date) through 9709 (relating to
priority) of Revised Division 9:

(1) transactions and |iens which were not governed by

Former Division 9, were validly entered into or created

before the effective date of Revised Division 9 and woul d be
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subject to Revised Division 9 if they had been entered into

or created after the effective date of Revised D vision 9 and

the rights, duties and interests flowing fromthose
transactions and liens remain valid after the effective date
of Revised Division 9; and

(2) transactions and liens may be term nated, conpl eted,
consunmat ed and enforced as required or permtted by Revised

Division 9 or by the | aw which otherwi se would apply if

Revi sed Division 9 had not taken effect.

(c) Pre-effective-date proceedings.--Revised Division 9 does
not affect an action, case or proceedi ng comenced before the
effective date of Revised Division 9.

8§ 9703. Security interest perfected before effective date.

(a) Continuing priority over lien creditor: perfection
requirenents satisfied.--A security interest which is
enforceabl e i Mmedi ately before the effective date of Revised
Division 9 and would have priority over the rights of a person
that beconmes a lien creditor at that tine is a perfected
security interest under Revised Division 9 if, when Revised
Division 9 takes effect, the applicable requirenents for
enforceability and perfection under Revised Division 9 are
satisfied without further action.

(b) Continuing priority over lien creditor: perfection
requi renents not satisfied.--Except as otherw se provided in
section 9705 of Revised Division 9 (relating to effectiveness of
action taken before effective date), if, imediately before
Revised Division 9 takes effect, a security interest is
enforceabl e and woul d have priority over the rights of a person
that beconmes a lien creditor at that tine, but the applicable

requi renents for enforceability or perfection under Revised
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Division 9 are not satisfied when Revised Division 9 takes
effect, the security interest:
(1) is a perfected security interest for one year after

Revi sed Division 9 takes effect;

(2) remains enforceable thereafter only if the security

i nterest becones enforceabl e under section 9203 of Revised

Division 9 (relating to attachment and enforceability of

security interest; proceeds; supporting obligations; formnal

requi sites) before the year expires; and
(3) remains perfected thereafter only if the applicable
requi renents for perfection under Revised Division 9 are
satisfied before the year expires.
8§ 9704. Security interest unperfected before effective date.

A security interest which is enforceable i medi ately before
Revi sed Division 9 takes effect but which would be subordinate
to the rights of a person that becones a lien creditor at that
time:

(1) Renmains an enforceable security interest for one
year after Revised Division 9 takes effect.
(2) Remains enforceable thereafter if the security

i nterest beconmes enforceabl e under section 9203 of Revi sed

Division 9 (relating to attachment and enforceability of

security interest; proceeds; supporting obligations; formnal

requi sites) when Revised Division 9 takes effect or within
one year thereafter.
(3) Becones perfected:
(1) wthout further action, when Revised Division 9
takes effect if the applicable requirenments for
perfection under Revised Division 9 are satisfied before

or at that time; or
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(i1i) when the applicable requirenents for perfection
are satisfied if the requirenents are satisfied after
that tine.

8§ 9705. Effectiveness of action taken before effective date.

(a) Pre-effective-date action; one-year perfection period
unl ess reperfected.--1f action, other than the filing of a
financing statenent, is taken before Revised Division 9 takes
effect and the action would have resulted in priority of a
security interest over the rights of a person that becones a
lien creditor had the security interest becone enforceable
before Revised Division 9 takes effect, the action is effective
to perfect a security interest which attaches under Revised
Division 9 within one year after Revised D vision 9 takes
effect. An attached security interest becones unperfected one
year after Revised Division 9 takes effect unless the security
i nterest becomes a perfected security interest under Revised
Division 9 before the expiration of that period.

(b) Pre-effective-date filing.--The filing of a financing
statenment before Revised Division 9 takes effect is effective to
perfect a security interest to the extent the filing would
satisfy the applicable requirenents for perfection under Revised
Di vi sion 9.

(c) Pre-effective-date filing in jurisdiction formerly
governing perfection.--Revised D vision 9 does not render
ineffective an effective financing statenent which, before
Revised Division 9 takes effect, is filed and satisfies the
appl i cabl e requirenents for perfection under the | aw of the
jurisdiction governing perfection as provided in section 9103 of
Former Division 9 (relating to perfection of security interests

inmultiple state transactions). However, except as otherw se
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provi ded in subsections (d) and (e) and section 9706 of Revised
Division 9 (relating to when initial financing statenent
suffices to continue effectiveness of financing statenment), the
financing statenent ceases to be effective at the earlier of:
(1) the tinme the financing statenent woul d have ceased
to be effective under the law of the jurisdiction in which it
is filed; or
(2) June 30, 2006.

(d) Continuation statenent.--The filing of a continuation
statenent after Revised Division 9 takes effect does not
continue the effectiveness of the financing statenment filed
before Revised Division 9 takes effect. However, upon the tinely
filing of a continuation statenent after Revised Division 9
takes effect and in accordance with the |law of the jurisdiction
governing perfection as provided in Chapter 93 of Revised
Division 9 (relating to perfection and priority), the
ef fectiveness of a financing statenent filed in the sane office
in that jurisdiction before Revised Division 9 takes effect
continues for the period provided by the | aw of that
jurisdiction.

(e) Application of subsection (c)(2) to transmtting utility
financing statenent.--Subsection (c)(2) applies to a financing
stat enent which, before Revised Division 9 takes effect, is
filed against a transmtting utility and satisfies the
appl i cabl e requirenents for perfection under the | aw of the
jurisdiction governing perfection as provided in section 9103 of
Former Division 9 only to the extent that Chapter 93 of Revised
Division 9 provides that the law of a jurisdiction other than
the jurisdiction in which the financing statenment is filed

governs perfection of a security interest in collateral covered
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by the financing statenent.

(f) Application of Chapter 95.--A financing statenment which
includes a financing statenment filed before Revised Division 9
takes effect and a continuation statement filed after Revised
Division 9 takes effect is effective only to the extent that it
satisfies the requirenents of Chapter 95 of Revised Division 9
(relating to filing) for an initial financing statenent.

8§ 9706. When initial financing statenent suffices to continue
ef fectiveness of financing statenent.

(a) Initial financing statenment in |lieu of continuation
statement.--The filing of an initial financing statenent in the
of fice specified in section 9501 of Revised Division 9 (relating
to filing office) continues the effectiveness of a financing
statenment filed before Revised Division 9 takes effect if:

(1) the filing of an initial financing statenment in that
of fice would be effective to perfect a security interest
under Revised Division 9;

(2) the pre-effective-date financing statenment was fil ed
in an office in another state or another office in this
Conmonweal t h; and

(3) the initial financing statenment satisfies subsection
(c).

(b) Period of continued effectiveness.--The filing of an
initial financing statenment under subsection (a) continues the
ef fectiveness of the pre-effective-date financing statenent:

(1) if the initial financing statenment is filed before
Revised Division 9 takes effect, for the period provided in
section 9403 of Forner Division 9 (relating to what
constitutes filing; duration of filing, effect of |apsed

filing; duties of filing officer) with respect to a financing
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statenent; and

(2) if the initial financing statenent is filed after
Revised Division 9 takes effect, for the period provided in
section 9515 of Revised Division 9 (relating to duration and
ef fectiveness of financing statenent; effect of |apsed
financing statenent) with respect to an initial financing
st at enent .

(c) Requirenments for initial financing statenment under
subsection (a).--To be effective for purposes of subsection (a),
an initial financing statenment nust:

(1) satisfy the requirenments of Chapter 95 of Revised
Division 9 (relating to filing) for an initial financing
st at enent ;

(2) identify the pre-effective-date financing statenent
by indicating the office in which the financing statenent was
filed and providing the dates of filing and file nunbers, if
any, of the financing statenent and of the nobst recent
continuation statenent filed with respect to the financing
statenent; and

(3) indicate that the pre-effective-date financing
statenment remains effective.

§ 9707. Amendnent of pre-effective-date financing statenent.

(a) Pre-effective-date financing statement.--In this
section, "pre-effective-date financing statenent” neans a
financing statenent filed before Revised Division 9 takes
effect.

(b) Applicable law. --After Revised Division 9 takes effect,
a person may add or delete collateral covered by, continue or
term nate the effectiveness of, or otherw se amend the

information provided in, a pre-effective-date financing
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statement only in accordance with the Iaw of the jurisdiction
governing perfection as provided in Chapter 93 of Revised
Division 9 (relating to perfection and priority). However, the
ef fectiveness of a pre-effective-date financing statenment also
may be terminated in accordance with the law of the jurisdiction
in which the financing statenment is filed.

(c) Method of anending: general rule.--Except as otherw se
provi ded in subsection (d), if the law of this Commonweal t h
governs perfection of a security interest, the information in a
pre-effective-date financing statenent may be anended after
Revised Division 9 takes effect only if:

(1) the pre-effective-date financing statenment and an
anmendnent are filed in the office specified in section 9501
of Revised Division 9 (relating to filing office);

(2) an anendnment is filed in the office specified in
section 9501 of Revised Division 9 concurrently with, or
after the filing in that office of, an initial financing
statenment that satisfies section 9706(c) of Revised Division
9 (relating to when initial financing statenent suffices to
continue effectiveness of financing statenent); or

(3) an initial financing statenent that provides the
i nformati on as anended and satisfies section 9706(c) of
Revised Division 9 is filed in the office specified in
section 9501 of Revised Division 9.

(d) Method of anending: continuation.--If the law of this
Commonweal th governs perfection of a security interest, the
ef fectiveness of a pre-effective-date financing statenent may be
continued only under section 9705(d) and (f) of Revised Division
9 (relating to effectiveness of action taken before effective

date) or section 9706 of Revised Division 9.
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(e) Methods of amending: additional term nation rule.--
Whet her or not the law of this Comonweal th governs perfection
of a security interest, the effectiveness of a pre-effective-
date financing statement filed in this Comonweal th may be
term nated after Revised Division 9 takes effect by filing a
term nation statenent in the office in which the pre-effective-
date financing statement is filed, unless one or both of the
foll ow ng conditions apply:

(1) An initial financing statenent that satisfies
section 9706(c) of Revised Division 9 has been filed in the
of fice specified by the law of the jurisdiction governing
perfection as provided in Chapter 93 of Revised Division 9 as
the office in which to file a financing statenent.

(2) The pre-effective-date financing statenment is filed
in the office of a prothonotary of a county of this
Commonweal t h.

§ 9708. Persons entitled to file initial financing statenment or
conti nuation statenent.

A person may file an initial financing statenent or a
continuation statenment under this chapter if all of the
fol |l ow ng paragraphs apply:

(1) The secured party of record authorizes the filing.

(2) The filing is necessary under this chapter:

(i) to continue the effectiveness of a financing
statenent filed before Revised Division 9 takes effect;
or

(ii) to perfect or continue the perfection of a
security interest.

§ 9709. Priority.

(a) Law governing priority.--Revised Division 9 determ nes
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the priority of conflicting clains to collateral. However, if
the relative priorities of the clainms were established before
Revi sed Division 9 takes effect, Former Division 9 determ nes
priority.

(b) Priority if security interest beconmes enforceabl e under
section 9203 of Revised Division 9.--For purposes of section
9322(a) of Revised Division 9 (relating to general priority
rules), the priority of a security interest which becones
enf orceabl e under section 9203 of Revised Division 9 (relating
to attachnment and enforceability of security interest; proceeds;
supporting obligations; formal requisites) dates fromthe tine
Revised Division 9 takes effect if the security interest is
perfected under Revised Division 9 by the filing of a financing
stat ement before Revised Division 9 takes effect which financing
stat ement woul d not have been effective to perfect the security
i nterest under Forner Division 9. This subsection does not apply
to conflicting security interests each of which is perfected by
the filing of such a financing statenent.

8§ 9710. Operations of prothonotaries' offices after effective
dat e.

(a) Definitions.--As used in this section, the follow ng
wor ds and phrases shall have the neanings given to themin this
subsecti on:

"Former Division 9 records.” The follow ng records:

(1) Financing statenents and ot her records that have
been filed in a prothonotary's office pursuant to Forner
Division 9 before July 1, 2001, and that are, or upon
processing and indexing will be, reflected in the index
mai nt ai ned, as of June 30, 2001, by the prothonotary's office

for financing statenents and other records filed in the
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prot honotary's office before July 1, 2001
(2) The index as of June 30, 2001.
The term does not include records presented to a prothonotary's
office for filing after June 30, 2001, whether or not the
records relate to financing statenents filed in the
prot honotary's office before July 1, 2001

"Prothonotary's office.” The office of a prothonotary of a
county of this Comonweal th.

(b) No records to be accepted after June 30, 2001.--A
prot honotary's office nust not accept for filing a record
presented after June 30, 2001, whether or not the record rel ates
to a financing statenent filed in the prothonotary's office
before July 1, 2001.

(c) Maintenance of Former Division 9 records.--Until July 1,
2008, each prothonotary's office nmust naintain all Forner
Division 9 records in accordance with Former Division 9. A
Former Division 9 record that is not reflected on the index
mai nt ai ned at June 30, 2001, by the prothonotary's office nust
be processed and i ndexed, and reflected on the index as of June
30, 2001, as soon as practicable but in any event no later than
July 30, 2001.

(d) Response to information requests.--Until June 30, 2008,
each prothonotary's office shall respond to requests for
information with respect to Forner Division 9 records relating
to a debtor and issue certificates, in accordance w th Former
Division 9. The fees charged for responding to requests for
information relating to a debtor and issuing certificates with
respect to Fornmer Division 9 records nmust be the fees in effect
under Forner Division 9 on June 30, 2001, unless a different fee

is established by regulation issued by the Departnent of State
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pursuant to section 9525 of Revised Division 9 (relating to
fees).

(e) Renoval and destruction of Former Division 9 records.--
After June 30, 2008, each prothonotary's office nay renove and
destroy, in accordance with any then applicable record retention
| aw of this Commonweal th, all Fornmer Division 9 records,

i ncluding the rel ated i ndex.

Section 17. The headi ng of Subchapter C of Chapter 1 of

Title 15 is anmended to read:
SUBCHAPTER C
CORPORATI ON BUREAU AND UCC FEES

Section 18. Section 151(b) of Title 15 is anmended to read:
8§ 151. Short title and application of subchapter.

* x *

(b) Application.--This subchapter contains an enuneration of
fees to be charged by the Corporation Bureau of the [Departnent
of State] departnent for services performed under this title or
any other provision of law relating to corporations or
associ ations and under Titles 13 (relating to commercial code),
17 (relating to credit unions) and 54 (relating to nanes)[, and,
except as otherw se provided by law, by local filing officers
under Title 13].

Section 18.1. Section 153(a)(8) of Title 15 is anmended and
the section is amended by addi ng a subsection to read:

§ 153. Fee schedul e.

(a) GCeneral rule.--The fees of the Corporation Bureau of the
[ Departnent of State] departnent, including fees for the public
acts and transactions of the Secretary of the Commonweal th

adm ni stered through the bureau, [and of county filing officers

under Title 13 (relating to comercial code),] shall be as
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1 follows:

2 * x *

3 (8) Uniform Commercial Codel:]

4 As provided in 13 Pa.C. S. 8 9525 (relating

5 to fees).

6 [(i) Financing statenment - per debtor

7 namne:

8 (A) State fee..................... 12
9 (B) County fee.................... 48
10 (i1i) Each ancillary transaction:

11 (A) State fee..................... 12
12 (B) County fee.................... 48
13 (i1i1) Search - per debtor nane:

14 (A) State fee..................... 12
15 (B) County fee.................... 48
16 (iv) Additional fee for each financing

17 statenent found and for each statenent of

18 assi gnment reported therein:

19 (A) State fee..................... 1
20 (B) County fee.................... 4
21 (v) For each financing statenent or

22 ancillary transaction not filed on standard

23 fornms approved by the Departnent of State,

24 in addition to the fee provi ded above,

25 there shall be charged a per filing fee of:

26 (A) State fee..................... 28
27 (B) County fee.................... 112
28 (vi) Seventy-five percent of the

29 county fees collected pursuant to

30 subpar agraphs (i) through (v) shall be
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payabl e to the Commonweal th and shall be
deposited in the CGeneral Fund.

(vii) Beginning on January 1, 1994,
and each January 1 thereafter, the county
fees under paragraph (8) shall be increased
by the percentage of increase in the
Consuner Price Index for Urban Wrkers for
the i medi ate precedi ng cal endar year which
shall be published in the Pennsyl vani a
Bul l etin annually by the Supreme Court on
or before the precedi ng Novenber 30. This
subpar agr aph shall expire January 1, 2001.]

* * %

(d) Restriction.--UCC Revenue recei ved by a county recorder

of deeds under 13 Pa.C.S. 8 9525 (relating to fees) after June

30, 2001, shall be restricted for use by the county recorder of

deeds and the county prothonotary. The revenue shall be credited

to the offices of the county recorder of deeds and the county

pr ot honotary on the basis of the anpbunt collected in each office

in cal endar year 2000, excluding any anounts paid to the

Commpnweal th. Revenue received in excess of the total anpunt

recei ved by each office during the year 2000, excl udi ng anpunts

paid to the Commonweal th, shall be distributed pro rata to the

county recorder of deeds and the county prothonotary. In a

county without a recorder of deeds or a prothonotary, the

provi sions of this subsection shall apply to the equi val ent

county officials.

Section 18.2. Sections 154(a) and 155(a) of Title 15 are
amended to read:

8§ 154. Enf or cenent and col | ecti on.
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(a) GCeneral rule.--

(1) The [Departnent of State] departnent shall not be
required to receive or file any docunent or paper unless the
same shall be acconpani ed by the proper fee, but the
departnment may in its discretion permit the filing of any
docunent or paper without first requiring paynent of the fee
required by this subchapter when satisfied that the fee will
be paid pronptly. If any such fee is not paid in the manner
and within the time prescribed by regulation of the
departnent, the filing to which such fee relates shall becone

voi d.

(2) Wth respect to filings under 13 Pa.C.S. Div. 9

(relating to secured transactions), paraqgraph (1) is subject

to 13 Pa.C. S. 8§ 9516 (relating to what constitutes filing;

effecti veness of filing) and 9520 (relating to acceptance and

refusal to accept record).

* * %

§ 155. Disposition of funds.

(a) Establishnent of restricted account.--There is hereby
established in the General Fund a restricted account to be known
as the Corporation Bureau Restricted Account. This account shal
recei ve 30% of the anount received by the [Departnent of State]
departnment under this subchapter except for the fees collected

under 13 Pa.C.S. 8 9525(a)(1)(ii) (relating to fees). This

account shall receive 5% of the anobunt received by the

departnent under section 9525(a)(1)(ii). The bal ance of the

anount received by the [Departnent of State] departnent under
this subchapter shall be deposited in the General Fund. Funds in
t he Corporation Bureau Restricted Account shall be used solely

for the operation of the Corporation Bureau in the Departnent of
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State and for its nodernization as may be required for inproved
operations of the bureau.

* * %

Section 19. Section 5323(b) of Title 30 is anended to read:
§ 5323. Content and effect of certificate of title.

* * %

(b) Certificate as evidence and notice.--A certificate of
title issued by the commssion is prim facie evidence of the

facts appearing on the certificate. [The] Except as ot herw se

provided in 13 Pa.C. S. 8§ 9311(d) (relating to perfecti on of

security interests in property subject to certain statutes,

requl ati ons and treaties), 9315(c) and (d) (relating to secured

party's right on di sposition of collateral and i n proceeds) and

9316(d) and (e) (relating to continued perfection of security

interest foll owing change in governing law), the certificate

shall be adequate notice to the Conmonweal th, creditors,
subsequent |ienhol ders and purchasers that a |ien against the
boat exi sts.

Section 20. Section 5327 of Title 30 is amended by addi ng a
par agr aph to read:
§ 5327. Fees.

The foll ow ng fees shall be due:

* * %

(6) The fee for continuing the effecti veness of

perfection of a security interest shall be $5.

Section 21. Section 1725(c)(2)(ix) of Title 42 is anended to
read:

§ 1725. Establishnent of fees and charges.

* * %

(c) Counties of the first class.--
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* * %

(2) The fees to be received by the Prothonotary of the
Trial Division of the Court of Common Pleas and as clerk of
the Fam |y Division of said court in counties of the first
class shall be as follows:

* x *
(ix) [Financing statenents - U C C.'s:
The filing of a U C. C -1 statenent
or any initial filing under the]
Uni form Cormercial Code[............... $50. 00
I ncl udes continuation statenment and

termnation.] as provided in 13 Pa.C. S. 8§

9525 (relating to fees).

* * %

Section 22. Section 2812(d)(1) of Title 66 is anmended to
read:
§ 2812. Approval of transition bonds.
* x *
(d) Security interests in intangible transition property.--
(1) Neither intangible transition property nor any
right, title or interest of a utility or assignee described
in paragraph (1) of the definition of "intangible transition
property” in subsection (g), whether before or after the

i ssuance of the qualified rate order, shall constitute "an
account™ or "general intangibles" under 13 Pa.C.S. [§8 9106
(relating to definitions: "account"; "general intangibles")]

8 9102 (relating to definitions and i ndex of definitions) nor

shall any such right, title or interest pertaining to a
qualified rate order, including the associated intangible

transition property and any revenues, collections, claims,
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paynents, noney or proceeds of or arising fromintangible
transition charges pursuant to such order, be deenmed proceeds
of any right or interest other than in the order and the

intangi ble transition property arising fromthe order.

SECTI ON 23. SECTIONS 1131(3) AND 1132 OF TITLE 75 ARE <—
AVENDED TO READ
10 § 1131. Applicability of subchapter.

11 Thi s subchapter does not apply to or affect:

12 * * %

13 (3) A security interest in a vehicle [created by a
14 manuf acturer or deal er who holds the vehicle for sale.]

15 described in-13 Pa. € S—§ 9311(d) (relating to perfectionof < —
16 . . . b . ’
17 regulatiens—and-treaties) WHICH IS | NVENTORY HELD FOR SALE OR <—

18 LEASE BY A PERSON OR LEASED BY THAT PERSON AS LESSOR AND THAT

19 PERSON | S I N THE BUSI NESS OF SELLI NG GOODS OF THAT KI ND.

20 * x *

21 [8 1132. Perfection of security interest iA—vehiele tobe <—
22 ttled—by—Conmonvweal-th.

23 F(a) Validity of unperfected interest.--Unless perfected as <—

24 provided in this subchapter or excepted by section 1131

25 (relating to applicability of subchapter), a security interest

26 in a vehicle of a type for which a certificate of title is

27 required is not valid against any person as to whose rights an

28 unperfected security interest is subordinate under the

29 provisions of Title 13 (relating to conmerci al code).

30 (b) Method of perfection.--A security interest is perfected
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at the time an application for a certificate of title is

recei ved or date stanped by the departnent. In order to obtain
such notation the |lienholder shall deliver to the departnent the
existing certificate of title, if any; an application for a
certificate of title upon a form prescribed by the departnent
cont ai ni ng the nanme and address of the |ienhol der; and any ot her
information regarding the security interest as may be reasonably
required and the required fee.

(c) Prior security interest in vehicle from another
jurisdiction.--1f a vehicle is subject to a security interest
when brought into this Cormonweal th, the validity of the
security interest is determ ned by the | aw of the jurisdiction
where the vehicle was | ocated when the security interest
attached subject to the foll ow ng:

(1) |If the parties understood at the tine the security
interest attached that the vehicle would be kept in this
Commonweal th and it was brought into this Commonwealth within
30 days thereafter for purposes other than transportation
t hrough this Commonweal th, the validity of the security
interest in this Coormonwealth is determ ned by the | aw of
t hi s Commonweal t h.

(2) If the security interest was perfected under the | aw
of the jurisdiction where the vehicle was | ocated when the
security interest attached, the follow ng rules apply:

(i) If the nane of the lienholder is shown on an
existing certificate of title issued by the jurisdiction,
the security interest continues perfected in this
Conmonweal t h.

(i) If the name of the lienholder is not shown on

an existing certificate of title issued by that
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jurisdiction, the security interest continues perfected

in this Conmmonweal th for four nonths after a first

certificate of title of the vehicle is issued in this

Commonweal th, and, thereafter if, within the four-nonth

period, it is perfected in this Comonweal th. The

security interest may al so be perfected in this

Commonweal th after the expiration of the four-nonth

period in which case perfection dates fromthe tine of

perfection in this Comobnweal t h.

(3) If the security interest was not perfected under the
| aw of the jurisdiction where the vehicle was | ocated when
the security interest attached, it may be perfected in this
Commonweal th in which case perfection dates fromthe tinme of
perfection in this Comobnweal t h.

(4) A security interest may be perfected under paragraph
(2)(ii) or paragraph (3) either as provided in subsection (b)
or by the lienholder delivering to the departnent a notice of
security interest in the formthe departnment prescribes

together with the required fee.]
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SECTION 23.1. TITLE 75 IS AMENDED BY ADDI NG A SECTION TO

=
=

READ:

=
N

§ 1132.1. PERFECTION OF A SECURITY INTEREST IN A VEHI CLE.

=Y
w

(A)  PERFECTION.--A SECURITY INTEREST IN A VEHICLE TITLED IN

H
o

TH'S COMVONVEALTH |'S PERFECTED AT THE TI ME THE DEPARTMENT

=Y
(63}

RECEI VES ALL OF THE FOLLOW NG

=Y
(e}

(1) A COWPLETED APPLI CATI ON SPECI FYI NG THE LI ENHOLDER S

=
\l

NAVE AND ADDRESS.

=Y
oo

(2) AN AMOUNT EQUAL TO OR GREATER THAN THE FEE REQUI RED

=
O

BY SECTI ON 1953 (RELATING TO SECURITY | NTEREST).

N
o

(3)  THE MANUFACTURER S STATEMENT OF CRIG N OR THE

N
=

EXI STI NG CERTI FI CATE OF TITLE FOR THE VEHI CLE.

N
N

(B) DUTY OF A LIENHO.DER.--1F AN ADDI TI ONAL_SECURI TY

N
w

INTEREST IN A VEHICLE TITLED IN TH'S COMVONVEALTH |'S BEI NG

N
~

CREATED BY THE OMNER OF THE VEHI CLE AND THE CERTI FI CATE OF TITLE

N
(63}

IS IN THE POSSESSI ON OF A LI ENHOLDER, THE LI ENHOLDER SHALL, AT

N
(e}

THE REQUEST OF THE OMNER, DELIVER THE CERTI FI CATE OF TITLE TO

N
~

THE PERSON PERFECTI NG THE SECURITY | NTEREST IN THE VEH CLE. UPON

N
oo

RECEI PT OF THE CERTI FI CATE OF TITLE, THE PERSON PERFECTI NG THE

N
(o]

SECURITY INTEREST IN THE VEHI CLE SHALL DELI VER THE CERTI FI CATE

30 OF TITLE TO THE DEPARTMENT | N ACCORDANCE W TH SUBSECTI ON (A).
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2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(G WORK | DENTI FI CATI ON NUMBER. - - UPON RECEI PT OF | TEMS

REQUI RED | N SUBSECTI ON (A), THE DEPARTMENT SHALL ASSI GN OR PLACE

A WORK | DENTI FI CATI ON NUVMBER ON EACH OF THE I TEMS. THE FI RST TWO

NUMBERS | N THE WORK | DENTI FI CATI ON NUMBER SHALL | NDI CATE THE

YEAR IN WHI CH THE | TEMS WERE RECEI VED. THE NEXT THREE NUMBERS | N

THE WORK | DENTI FI CATI ON NUMBER SHALL | NDI CATE THE DAY OF THE

YEAR THE | TEMS WERE RECEI VED. THE DATE | NDI CATED I N THE WORK

| DENTI FI CATI ON NUMBER SHALL CONSTI TUTE CONCLUSI VE EVI DENCE OF

THE DATE OF RECEI PT _AND THE DATE OF PERFECTI ON.

(D) DELI VERY OF CERTIFICATE OF TITLE. --UPON PERFECTI ON CF A

SECURITY INTEREST IN A VEHICLE, THE DEPARTMENT SHALL | SSUE A

CERTI FI CATE OF TITLE WTH THE NAMES OF THE FI RST TWO LI ENHOLDERS

AND | NDI CATE THE NUMBER OF ADDI TI ONAL LI ENHOLDERS EXI STI NG AT

THAT TIME. THE DEPARTMENT SHALL NMAIL THE CERTI FI CATE OF TITLE TO

THE FIRST LI ENHOLDER NAMED I N THE CERTI FI CATE OF TITLE.

SECTI ON 23.2. SECTIONS 1133, 1134, 1135(A)(2), 1137 AND 1138
CF TITLE 75 ARE AMENDED TO READ:
[8 1133. Creation of security interest for titled vehicle. <—
(a) Application by owner.--1f an owner creates a security
interest in a vehicle for which a certificate of title has been

i ssued by the Commonweal th, the owner —at—the regquest—of the <—
H-enholder— shall immedi ately execute an application on a form

prescri bed by the department, nami ng the |ienholder on the
certificate, showi ng the nane and address of the |ienhol der and
the date of the security agreenent. The certificate of title,
together with the application and the required fee, shall be
mai |l ed or delivered to the departnent.

(b) Were certificate ef—title is in possession of <—
I i enhol der. --Upon request of the owner or subordinate

i enhol der, a lienholder in possession of the certificate of
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title shall mail or deliver the certificate to the departnent
or, upon receipt fromthe subordinate |ienhol der of the

application of the owner and the required fee, mail or deliver

of the first lienholder under his security agreenent.

(c) Endorsenent and delivery of certificate.--Fheseeurity
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11 eonstitute——conclusiveevidenceof suchreeceipt— Upon recei pt of
12 the certificate of title, application and the required fees, the
13 departnent shall endorse on the existing certificate of title,
14 or on a new certificate which it then issues, the name and

15 address of all fsecured parti es}—+Henhelders and shall nail the
16 certificate of title to the first |ienholder naned in the

17 eertifiecateof title~ CERTI Fl CATE. ]

18 § 1134. Assignnent by lienhol der of security interest.

19 (a) GCeneral rule.--Alienholder nmay assign, absolutely or

20 otherwi se, his security interest in the vehicle to a person

21 other than the owner without affecting the interest of the owner
22 or the validity or perfection of the security interest but any
23 person without notice of the assignment is protected in dealing
24 with the lienholder as the holder of the security interest and
25 the lienholder remains |iable for any obligations as |ienhol der
26 under this chapter until the assignee is naned as |ienhol der on
27 the certificate of title.

28 (b) Duty of assignee.--fThe}+H—theassigheedesireste

29 becormrethe Henholder—of record,—the assignee shall deliver to

30 the departnent the certificate of title and an assi gnnment by the

20010S0330B0817 - 260 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

I i enhol der named in the certificate of title on a form
prescri bed and furni shed by the departnent and acconpani ed by

the required fee. FAILURE OF THE ASSI GNEE TO MAKE THE DELI VERY

SHALL NOT_ AFFECT THE VALIDITY OR PERFECTI ON OF THE SECURI TY

| NTEREST.

(c) Division 9.--The provisions of this subchapter are

subject to 13 Pa.C.S. 8 9308(e) (relating to when security

interest or agricultural lien is perfected; continuity of

perfection).

§ 1135. Satisfaction of security interest.

(a) Absence of subsequent liens.--Were there are no
subsequent |iens upon a vehicle, the follow ng rules apply upon
the satisfaction of a security interest in the vehicle:

* %k

(2) The owner may mail or deliver the certificate of
title with proper evidence of satisfaction of the security
interest to the departnent which shall issue a corrected
certificate of title without a statenent of liens or
encunbrances. The corrected certificate of title nmay al so be

i ssued when the outstanding certificate of title cannot be

returned and proper evidence is produced that all recorded

security interests have been satisfied.
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12 * x *
13 8§ 1137. Subchapter exclusive for perfecting security interest.
14 The nethod provided in this subchapter for perfecting and

15 giving notice of security interests is exclusive[.], except as
16 otherw se provided in 13 Pa.C S. 88 931 d)y (relatingte

17 perfectionof securityinterestsinproperty subjecttocertain
18 statutes—regulations—and-treaties)— 9315 (relating to secured
19 party's rights on disposition of collateral and in proceeds) and
20 9316(d) and (e) (relating to continued perfection of security

21 interest follow ng change in governing |aw).

22 § 1138. Duration of [lien recorded on certificate of title]

23 perfection.

24 (a) GCeneral rule.--[A] Perfection of a security interest

25 [recorded on a certificate of title] is effective for a period
26 of 15 years in the case of a nobile honme or energency vehicle,
27 eight years in the case of a truck tractor or trailer weighing
28 in excess of 10,000 pounds and six years in all other cases, in
29 each case dating fromthe tine of perfection as provided for in

30 this subchapter and subject to renewal

as provided in subsection
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(b).

(b) Renewal [of lien].--The effectiveness of [a lien

expiration of the periods specified in subsection (a) unless a

[continuation statenment] renewal formis filed within the six

nmont hs i medi ately preceding expiration. [The lien] Upon the

tinely filing of a renewal form the effectiveness of perfection

continues for a period of three years, conmmenci ng on the date on

whi ch perfecti on woul d have becomeeffective LAPSED in the <—

absence of the filing. Perfection nay be renewed for as nany

t hree-year periods as may be necessary by the hol der of the
security interest upon a formfurnished by the departnent,
signed by the secured party and acconpani ed by the fee provided
inthis title.

(c) Corrected certificate when [lien] perfection expires.--A
corrected certificate of title without a statenent of liens or

encunbrances shall be issued by the departnent, upon the request

of the owner, when perfection of the security interests recorded

on the certificate of title have expired.
Section 24. Title 75 is anended by adding a section to read:

8 1140. Cancellation of certificate of title or ownership for

nmobi | e hone.

(a) GCeneral rule.--The departnent may cancel a certificate

of title for a nobile hone affixed to real property. The person

REQUESTI NG THE CANCELLATI ON SHALL SUBM T TO THE DEPARTMENT AN <—
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1 APPL| CATI ON FOR CANCELLATI ON AND THE CERTI FI CATE OF TITLE. THE

2 APPLI CATI ON MUST BE ON A FORM PRESCRI BED BY THE DEPARTMENT. UPON
3 CANCELLATION, THE OMNERSHI P | NTEREST I N THE MOBI LE HOVE

4 together with all liens and encunbrances thereon, shall be

5 transferred to and shall encunber the real property to which the
6 nobile hone has becone affi xed.

7 (b) Newcertificate of title after cancellation. --Feo—-ebtain
8 a—new-certifieateof title aftercancellationofa—certifieate
9 | F THE DEPARTMENT HAS PREVI OUSLY CANCELED A CERTI FI CATE OF TITLE
10 TO A MOBILE HOVE UNDER SUBSECTION (A), the owner of the nobile
11 hone shall subnmt to the departnent all of the foll ow ng:

12 (1) An application for a rew certificate of title on

13 sueh—forms—as—the—departhrent—shall—preseribe— THE FORMS

14 PRESCRI BED BY THE DEPARTMENT.

15 (2) Acertificate froman attorney or title conpany that
16 there are no nortgages, judgnents or _other liens of record

17 agai nst the nobile hone, or, if there is alien, a certified
18 copy of a release of |lien executed by the |ienhol der—whiech
19 certified copyshall—be AND issued by the recorder of deeds
20 or _prothonotary, as appropriate.
21 (3)  One of the followng-
22 t—A-departrent—form"Receipt—for—Mbie HoneTitle
23 Cancetlation—whi-ch—shall—have beentssued—by-the—owier
24 of —the—nobile—hone—and—property—endorsed—by—the
25 departrent—
26 H)y—The—deed—to-thetlandindicatingowrership—of

E

30 IR il able. bill of e I bile t
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tobeissued tothe intended transferece—
4 I I | i ) I
(3) SUCH OTHER | NFORVATI ON AS THE departnent shall require.

Section 25. Section 7712(c) of Title 75 is anended by addi ng
a paragraph to read:
§ 7712. Registration of snowrobil es and registration and

i ssuance of certificates of title for ATV s.

* x *

(c) Fees.--Fees for registration of snowrobil es and
regi stration and i ssuance of certificates of title for ATV's to
be coll ected by the departnment under this chapter are as
fol | ows:

* * %

(7)) Recording the nane of a secured party on a

certificate of title, $5.

* * %

Section 26. Sections 7712.5(a) and 7712.7(c) of Title 75 are
amended to read:
§ 7712.5. Issuance of new certificate follow ng transfer

(a) Voluntary transfer.--The departnent, upon receipt of a
properly assigned certificate of title with an application for a
new certificate of title, the required fee and any ot her
requi red docunents and articles, shall issue a new certificate
of title in the nane of the transferee as owner and mail it to

the first [lienholder] secured party naned in the certificate

or, if none, to the owner.

* * %

8§ 7712.7. Application for certificate of title by agent.

* * %

(c) Persons authorized to hold certificate.--No person shal
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receive, obtain or hold a certificate of title recorded in the
name of anot her person for the other person who is not in the
regul ar enploy of, or not a nmenber of the famly of, the other
person, unless the person receiving, obtaining or holding the
certificate of title has a valid undischarged [lien] security

i nterest recorded in the departnent agai nst the ATV represented

by the certificate of title.

* * %

Section 27. Title 75 is anmended by addi ng sections to read:

8§ 7712. 8. Perfecti on of security interest in an ATV.

(a) Applicability of section.--Except as otherw se provi ded

in 13 Pa.C. S. 88 9311(d) (relating to perfection of security

interests in property subject to certain statutes, requl ati ons

and treaties), 9315(c) and (d) (relating to secured party's

ri ghts on di sposition of collateral and in proceeds) and 9316(d)

and (e) (relating to conti nued perfection of security interest

foll owi ng change in governing law), this section provides the

excl usi ve nethod of perfecting a security interest in an ATV for

which a certificate of title is required under this subchapter.

(b) ATV s without Pennsylvania certificate of title.--1f an

owner creates a security interest in an ATV for which a

certificate of title has not been i ssued by the departnent, the

owner shall, at the reqguest of the secured party, pronptly

execute an application for a certificate of title on a form

prescri bed by the departnent, show ng the nane and address of

the secured party. The owner shall tender the application, the

existing certificate of title, if any, and the required fee to

the departnment. A security interest in an ATV is perfected at

the tine that such application, existing certificate of title,

if any, and required fee are recei ved by the departnent.
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(c) ATV s with Pennsylvania certificate of title.--1f an

owner creates a security interest in an ATV for which a

certificate of title has been i ssued by the departnent, the

owner shall, at the reqguest of the secured party, pronptly

execute an application on a formprescri bed by the departnent

showi ng the nane and address of the secured party. The owner

shall tender the certificate of title, together with the

application and the required fee, to the departnment. A security

interest in an ATV is perfected at the tine such application,

certificate of title and required fee are recei ved by the

depart nent.

(d) Certificate of title in possession of secured party. --

Upon request of the owner or a subordi nate secured party, a

secured party in possession of the certificate of title shal

mai | or deliver the certificate to the departnent or, upon

recei pt fromthe subordi nate secured party of the applicati on of

the owner and the required fee, shall mail or deliver themto

the departnment with the certificate of title. The delivery of

the certificate to the departnent does not affect the rights of

the first secured party under his security agreenent.

(e) Indorsenent and delivery of certificate of title.--Upon

recei pt of the application, existing certificate of title, if

any, and required fee, the departnent shall indorse on the

existing certificate of title or the new certificate that it

i ssues the nanes and addresses of all secured parties and shal

mail the certificate of title to the first secured party naned

in the certificate.

8§ 7712.9. Satisfaction of security interest.

(a) Satisfaction of secured obligation.--Unless otherw se

agreed by the owner, within 15 days of the satisfaction of the
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obligati on secured by a security interest in an ATV, the secured

party shall mail or deliver the certificate of title to the

owner or to the departnent with a statenent of sati sfaction

si gned by the secured party. Upon receipt of the certificate of

title and statenent of satisfaction, the departnent shall issue

a corrected certificate of title without an indorsenent of such

secured party's security interest and nmail the sane to the

hol der of the first renmmining security interest, or if there is

no renmi ning security interest, the owner

(b) Satisfaction of subordi nate secured obligation.--1f the

certificate of title for an ATV is in the possession of a prior

secured party, the subordi nate secured party whose obligation is

satisfied shall nmmil or deliver to the owner a si gned statenent

of satisfaction in accordance with subsection (a). Upon reqguest

of the owner and recei pt of the statenent of satisfaction, the

secured party in possession of the certificate of title shal

mai | or deliver the certificate of title together with the

statenent of satisfaction to the departnent. Upon recei pt of the

certificate of title and evidence of satisfaction, the

departnent shall issue a corrected certificate of title w thout

an i ndorsenent of the satisfied security interest and nail the

sane to the prior secured party.

(c) Penalties.--Any person violating the provisions of this

section commts of a sunmary offense and shall, upon convicti on,

be sentenced to pay a fine of $50.

8§ 7712.10. Rel ease of security interest.

A secured party that rel eases a security interest in an ATV

shall mail or deliver the certificate of title to the owner with

a statenent of rel ease signed by the secured party or the

secured party nay apply to the departnent for a corrected
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certificate of title to be issued in the nane of the owner. Upon

recei pt of the certificate of title and statenent of rel ease,

the departnment shall issue a corrected certificate of title

wi t hout an i ndorsenent of such secured party and mail the sane

to the holder of the first remaining security interest, or if

there is no remai ni ng secured party, the owner

8§ 7712.11. Ef fecti veness of security interests.

A security interest perfected in accordance with this

subchapter is perfected until the secured party provides witten

evi dence of satisfaction in accordance with section 7712.9

(relating to satisfaction of security interest) or release in

accordance with section 7712.10 (relating to rel ease of security

interest) and the i ndorsenent of the security interest is

renoved by the departnent pursuant to section 7712.9 or 7712.10.

8§ 7712.12. Assignnment by secured party of security interest.

(a) GCeneral rule.--A secured party may assi gn, absolutely or

otherwi se, his security interest in an ATV to a person other

than the owner wi thout affecting the interest of the owner or

the validity or perfection of the security interest.

(b)Y Duty of assignee.--An assignee who desires to becone the

secured party of record shall mail or deliver to the departnent

the certificate of title and an assi gnnent by the secured party

nanmed on the certificate of title on a form prescri bed by the

departnent acconpani ed by the required fee. Upon recei pt of the

certificate of title, assignnent and fee, the departnent shal

i ssue a corrected certificate of title nanmi ng the assi gnee as

secured party.

(c) Division 9.--The provisions of this section are subject

to 13 Pa.C. S. § 9308(e) (relating to when security interest or

agricultural lien is perfected; continuity of perfection).
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8§ 7712.13. Exenpti ons.

The provisions of this subchapter relating to procedures for

perfecting, assigning and sati sfying security interests do not

apply to:

to

(1) a lien given by statute or rule of law to a supplier

of services or materials for the ATV

(2) alien given by statute to the United States, the

Commpnweal th or any political subdivision of the

Commpnweal t h;

(3) a security interest in an ATV described in 13

Pa.C.S. § 9311(d) (relating to perfection of security

interests in property subject to certain statutes,

requl ati ons and treaties); or

(4) an ATV for which a certificate of title is not

requi red under this subchapter.

Section 28. The following transitional provisions apply only
the addition of 13 Pa.C. S. 88 5101 through 5117:

(1) A transaction arising out of or associated with a
letter of credit that was issued before the effective date of
this act and the rights, obligations and interests flow ng
fromthat transaction are governed by any statute or other
| aw anended or repealed by this act as if repeal or anendnent
had not occurred and may be term nated, conpl eted,
consummat ed or enforced under that statute or other |aw

(2) This act applies to a letter of credit that is
i ssued on or after the effective date of this act. This act
does not apply to a transaction, event, obligation or duty
arising out of or associated with a letter of credit that was
i ssued before the effective date of this act.

Section 29. (a) The following acts and parts of acts are
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repeal ed to the extent specified:

Act of April 5, 1853 (P.L.295, No.198), entitled "An act to
aut hori ze nortgages of Coal Leases in Schuylkill county,"”
absol utely.

Act of March 22, 1861 (P.L.185, No.181), entitled "A
suppl enent to an act to authorize Mdirtgages of Coal Leases in
Schuyl kil county, approved the fifth day of April, Anno Dom n
one thousand ei ght hundred and fifty-three," absolutely.

Act of April 12, 1872 (P.L.60, No.47), entitled "An act to
regul ate the execution and transfer of notes given for patent

rights," absolutely.

Penul ti mat e paragraph setting fees in section 1 of the act of
June 12, 1919 (P.L.476, No.240), referred to as the Second C ass
County Recorder of Deeds Fee Law, insofar as inconsistent with
13 Pa.C. S. § 9525.

Act of March 28, 1931 (P.L.11, No.9), entitled "An act to
enabl e the farners of the Comonweal th of Pennsylvania, as an
energency neasure, to borrow noney fromthe United States of
Ameri ca under the provisions of the Joint Resol ution of
Congress, approved the twentieth day of Decenber one thousand
nine hundred and thirty (Public Resol ution, Nunmber one hundred
twel ve, Seventy-first Congress), as anended, for the relief of
farmers in the drought and stormstricken areas of the United
States; authorizing the execution and recording of chattel
nortgages unto the United States of America on crops already
pl anted or to be planted; and designating the nature of the lien

operation and effect of such nortgages,"” absolutely.
Act of July 15, 1936 (1st Sp.Sess., P.L.47, No.22) entitled
"An act to enabl e persons, associations, partnerships, and

corporations to borrow noney and secure the repaynent thereof by
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t he execution and recordation of chattel nortgages on any
chattels of any kind or description; providing for bonds with
confessions of judgnents; regulating the assignnent and rel ease
of such nortgages; and designating the operation and effect of

the lien of such nortgages," absol utely.

Tent h paragraph setting fees in section 1 of the act of Apri
20, 1949 (P.L.644, No.143), entitled "An act to regul ate and
establish the fees to be charged and col |l ected by the recorders
of deeds in counties of the first class," insofar as
inconsistent with 13 Pa.C. S. § 9525.

Act of January 24, 1956 (1955 P.L.931, No.288), entitled "An
act relating to chattel nortgages executed and filed prior to
July one, one thousand nine hundred fifty-four, regulating the
assignment, release, satisfaction and extension of the lien of
nort gages, and the filing, indexing and docketing thereof in
prot honotaries' offices; prescribing nmethods of foreclosure;
defining defaults and viol ations; prescribing prothonotaries'

fees; and fixing penalties,” absolutely.
Act of February 28, 1956 (1955 P.L.1147, No.358), entitled
"An act relating to conditional sales nade prior to July one,

one thousand nine hundred fifty-four," absolutely.

Act of July 25, 1977 (P.L.95, No.35), known as the Mbile
Hone Titling Act, absolutely.

Section 2(10)(i) and (ii) and (23)(iii) and (v) of the act of
April 8, 1982 (P.L.303, No.85), known as the Second C ass County
Prot honotary Fee Act, absolutely.

As much as relates to finance statenents, including
assi gnment or rel ease, continuation, secured transaction and

term nation, and to searches, including financial statenents and

additional fees for financing statenments, of section 1 of the
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1 act of April 8, 1982 (P.L.310, No.87), referred to as the

2 Recorder of Deeds Fee Law, insofar as inconsistent with 13

3 Pa.C S. § 9525.

4 (b) Al acts and parts of acts are repeal ed insofar as they
5 are inconsistent with this act.

6 Section 30. This act shall take effect as follows:

7 (1) The follow ng provisions shall take effect

8 i mredi atel y:

9 (i) The addition of 13 Pa.C. S. § 9525(d).

10 (ii) This section.

11 (2) The addition of 15 Pa.C. S. 8 153(d) shall take

12 effect in 90 days.

13 (3) The renmainder of this act shall take effect July 1,
14 2001.
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