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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1152 %5
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AN ACT

Amrending Title 13 (Commerci al Code) of the Pennsylvani a
Consol idated Statutes, extensively revising prelimnary
provi sions and provisions relating to warehouse receipts,

bi |

s of lading and docunents of title; further providing, in

secured transactions, for definitions, for perfection and
priority in deposit accounts and for perfection upon
attachnment; and naking editorial changes.

The
her eby

Sect
Consol

Chapt er
11.

12.

CGeneral Assenbly of the Commonweal th of Pennsyl vani a
enacts as foll ows:
ion 1. Division 1 of Title 13 of the Pennsyl vani a
dated Statutes is amended to read:
[DIVISION 1
CENERAL PROVI SI ONS

Short Title, Construction, Application and Subject
Matter of Title
CGeneral Definitions and Principles of Interpretation
CHAPTER 11
SHORT TI TLE, CONSTRUCTI ON, APPLI CATI ON
AND SUBJECT MATTER OF TI TLE
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Sec.
1101. Short title of title.
1102. Purposes; rules of construction; variation by agreenent.
1103. Suppl enentary general principles of |aw applicable.
1104. Construction against inplicit repeal.
1105. Territorial application of title; power of parties to
choose applicable | aw.
1106. Renedies to be |iberally adm nistered.
1107. Waiver or renunciation of claimor right after breach.
1108. (Reserved).
1109. Section and subsection captions.
§ 1101. Short title of title.
This title shall be known and nmay be cited as the Uniform
Commerci al Code.
8§ 1102. Purposes; rules of construction; variation by
agr eenent .
(a) Title to be liberally construed.--This title shall be
liberally construed and applied to pronote its underlying
pur poses and poli ci es.
(b) Purposes and policies of title.--Underlying purposes and
policies of this title are:
(1) To sinplify, clarify and noderni ze the | aw governi ng
commerci al transactions.
(2) To permt the continued expansi on of conmerci al
practices through custom usage and agreenent of the parties.
(3) To make uniformthe | aw anong the vari ous
jurisdictions.
(c) Variation of title by agreenent.--The effect of
provisions of this title my be varied by agreenent, except as

otherwise provided in this title and except that the obligations
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of good faith, diligence, reasonabl eness and care prescribed by
this title may not be disclainmed by agreenent but the parties
may by agreenent determ ne the standards by which the

per formance of such obligations is to be nmeasured if such
standards are not manifestly unreasonabl e.

(d) Effect of "unless otherw se agreed".--The presence in
certain provisions of this title of the words "unl ess otherw se
agreed” or words of simlar inport does not inply that the
ef fect of other provisions nay not be varied by agreenment under
subsection (c).

8§ 1103. Supplenentary general principles of |aw applicable.

Unl ess di spl aced by the particular provisions of this title,
the principles of Iaw and equity, including the |aw nerchant and
the law relative to capacity to contract, principal and agent,
estoppel, fraud, m srepresentation, duress, coercion, m stake,
bankruptcy, or other validating or invalidating cause shal
suppl enent its provisions.

§ 1104. Construction against inplicit repeal.

This title being a general |aw intended as a unified coverage
of its subject matter, no part of it shall be deenmed to be
inpliedly repeal ed by subsequent |egislation if such
construction can reasonably be avoi ded.

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

(a) GCeneral rule.--Except as otherwise provided in this
section, when a transaction bears a reasonable relation to this
Commonweal th and al so to another state or nation the parties may
agree that the law either of this Conmonweal th or of such other
state or nation shall govern their rights and duties. Failing

such agreenent this title applies to transactions bearing an
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appropriate relation to this Commonweal th

(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).
Subchapter A of Chapter 93 (relating to | aw governing
perfection and priority).
8§ 1106. Renedies to be liberally adm nistered.

(a) GCeneral rule.--The renmedies provided by this title shal
be liberally adm nistered to the end that the aggrieved party
may be put in as good a position as if the other party had fully
performed but neither consequential or special nor penal danmages
may be had except as specifically provided in this title or by
other rule of |aw

(b) Enforceability of rights and obligations by action.--Any
right or obligation declared by this title is enforceable by
action unless the provision declaring it specifies a different

and limted effect.

20070H1152B1400 - 4 -



8§ 1107. Waiver or renunciation of claimor right after breach.

Any claimor right arising out of an alleged breach can be
di scharged in whole or in part w thout consideration by a
witten waiver or renunciation signed and delivered by the
aggri eved party.

§ 1108. (Reserved).
8§ 1109. Section and subsection captions.

Notwi t hstanding 1 Pa.C.S. § 1101(b) (relating to enuneration
and use of unofficial provisions), section captions are parts of
this title but subsection captions are not parts of this title.

CHAPTER 12
CENERAL DEFI NI TI ONS AND PRI NCI PLES
OF | NTERPRETATI ON
Sec.
1201. GCeneral definitions.
1202. Prima facie evidence by third party docunents.
1203. (Obligation of good faith.
1204. Tinme; reasonable tine; "seasonably."
1205. Course of dealing and usage of trade.
1206. Statute of frauds for kinds of personal property not
ot herw se cover ed.
1207. Perfornmance or acceptance under reservation of rights.
1208. Option to accelerate at will.
1209. Subordi nated obli gati ons.
§ 1201. GCeneral 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:
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3
4
5
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8
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

"Action.” In the sense of a judicial proceeding includes
recoupnment, counterclaim set-off, suit in equity and any ot her
proceedi ngs in which rights are determ ned.

"Aggrieved party." A party entitled to resort to a renedy.

"Agreenment." The bargain of the parties in fact as found in
their | anguage or by inplication fromother circunstances
i ncl udi ng course of dealing or usage of trade or course of
performance as provided in this title (sections 1205 and 2208).
Whet her an agreenent has | egal consequences is determ ned by the
provisions of this title, if applicable; otherwi se by the | aw of
contracts (section 1103 (relating to supplenentary general
principles of |aw applicable)). (Conpare definition of
"“contract".)

"Airbill." A docunment serving for air transportation as a
bill of lading does for marine or rail transportation, and
i ncludes an air consignment note or air waybill.

"Bank." Any person engaged in the business of banking.

"Bearer." The person in possession of an instrunent,
docunent of title, or certificated security payable to bearer or
i ndorsed in bl ank.

"Bill of lading.” A docunent evidencing the receipt of goods
for shipnent issued by a person engaged in the business of

transporting or forwardi ng goods, and includes an airbill.

"Branch." Includes a separately incorporated foreign branch
of a bank.
"Burden of establishing a fact."™ The burden of persuadi ng

the triers of fact that the existence of the fact is nore
probabl e than its nonexi stence.
"Buyer in ordinary course of business."”™ A person that buys

goods in good faith, w thout know edge that the sale violates
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the rights of another person in the goods, and in the ordinary
course froma person, other than a pawnbroker, in the business
of selling goods of that kind. A person buys goods in the
ordinary course if the sale to the person conports with the
usual or customary practices in the kind of business in which
the seller is engaged or with the seller’'s own usual or
custonmary practices. A person that sells oil, gas or other
mnerals at the well head or mnehead is a person in the business
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 may acquire goods or docunents
of title under a preexisting contract for sale. Only a buyer

t hat takes possession of the goods or has a right to recover the
goods fromthe seller under Division 2 (relating to sales) may
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 busi ness.

"Conspicuous.” A termor clause is conspicuous when it is so
witten that a reasonabl e person against whomit is to operate
ought to have noticed it.

A printed heading in capitals (as: NONNEGOTI ABLE BI LL OF

LADI NG is conspicuous

Language in the body of a formis conspicuous if it is in
| arger or other contrasting type or color. But in a tel egram
any stated termis conspi cuous.

Whet her a termor clause is conspicuous or not is for
deci sion by the court.

"Contract." The total |egal obligation which results from

the agreenent of the parties as affected by this title and any
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1 other applicable rules of law. (Conpare definition of

2 "agreenment".)

3 "Creditor." Includes:

4 a general creditor;

5 a secured creditor;

6 alien creditor; and

7 any representative of creditors, including an assignee
8 for the benefit of creditors, a trustee in bankruptcy, a

9 receiver in equity and an executor or adm nistrator of an
10 i nsol vent debtor's or assignor's estate.

11 "Defendant."” Includes a person in the position of defendant

12 in a cross-action or counterclaim
13 "Delivery." Wth respect to instrunments, docunents of title,
14 chattel paper or certificated securities, neans voluntary

15 transfer of possession.

16 "Di scover." See definition of "notice."

17 "Docunent of title." Includes:

18 a bill of |ading;

19 a dock warrant;

20 a dock receipt;

21 a warehouse receipt or order for the delivery of goods;
22 and

23 any ot her docunent which in the regul ar course of

24 busi ness or financing is treated as adequately evidencing
25 that the person in possession of it is entitled to receive,
26 hol d and di spose of the docunent and the goods it covers.
27 To be a docunent of title a docunent nust purport to be

28 issued by or addressed to a bailee and purport to cover goods in
29 the possession of the bailee which are either identified or are
30 fungible portions of an identified nass.

20070H1152B1400 - 8 -
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"Fault." Wongful act, om ssion or breach.

"Fungi ble.” Wth respect to goods or securities, nmeans goods
or securities of which any unit is, by nature or usage of trade,
t he equi val ent of any other like unit. Goods which are not
fungi bl e shall be deened fungible for the purpose of this title
to the extent that under a particul ar agreenent or docunent

unlike units are treated as equival ents.

"Genuine." Free of forgery or counterfeiting.

"Good faith."” Honesty in fact in the conduct or transaction
concer ned.

" Hol der . "

(1) Wth respect to a negotiable instrunent, the person
in possession if the instrunent is payable to bearer or, in
the case of an instrunent payable to an identified person, if
the identified person is in possession.

(2) Wth respect to a docunent of title, the person in
possession if the goods are deliverable to bearer or to the
order of the person in possession.

"Honor." To pay or to accept and pay, or where a credit so
engages to purchase or discount a draft conplying with the terns
of the credit.

"I nsol vency proceedings.” Includes any assignnment for the
benefit of creditors or other proceedings intended to |iquidate
or rehabilitate the estate of the person invol ved.

"Insolvent.” A person is insolvent who either has ceased to
pay his debts in the ordinary course of business or cannot pay
his debts as they becone due or is insolvent within the nmeaning
of the Federal bankruptcy |aw.

"Knows" or "know edge." See definition of "notice."

"Learn." See definition of "notice."

20070H1152B1400 - 9 -
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"Money." A nedium of exchange authorized or adopted by a
donmestic or foreign government and includes a nonetary unit of
account established by an intergovernnmental organization or by
agreenment between two or nore nations.

"Notice." A person has "notice" of a fact when:

(1) he has actual know edge of it;

(2) he has received a notice or notification of it; or

(3) fromall the facts and circunstances known to him at
the tinme in question he has reason to know that it exists.

A person "knows" or has "know edge"” of a fact when he has
actual know edge of it. "Discover” or "learn" or a word or
phrase of simlar inport refers to know edge rather than to
reason to know. The tinme and circunstances under which a notice
or notification nmay cease to be effective are not determ ned by
this title.

A person "notifies" or "gives" a notice or notification to
anot her by taking such steps as may be reasonably required to
informthe other in ordinary course whether or not such other
actually comes to know of it. A person "receives" a notice or
notification when:

(1) it comes to his attention; or
(2) it is duly delivered at the place of business

t hrough which the contract was made or at any ot her place

hel d out by himas the place for recei pt of such

conmuni cat i ons.

Noti ce, know edge or a notice or notification received by an
organi zation is effective for a particular transaction fromthe
time when it is brought to the attention of the individual
conducting that transaction, and in any event fromthe tinme when

it would have been brought to his attention if the organization

20070H1152B1400 - 10 -
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had exerci sed due diligence. An organization exercises due
diligence if it maintains reasonable routines for comrunicating
significant information to the person conducting the transaction
and there is reasonabl e conpliance with the routines. Due

di i gence does not require an individual acting for the

organi zation to conmuni cate information unl ess such

communi cation is part of his regular duties or unless he has
reason to know of the transaction and that the transaction would
be materially affected by the information.

"Organi zation.” Includes a corporation, governnent or
government al subdi vi si on or agency, business trust, estate,
trust, partnership or association, two or nore persons having a
joint or conmon interest, or any other |egal or conmerci al
entity.

"Party." As distinct from"third party,” neans a person who
has engaged in a transaction or made an agreenent within this
title.

"Person.” Includes an individual or an organi zation. See
section 1102 (relating to purposes; rules of construction;
vari ation by agreenent).

"Presunption” or "presuned."” Either nmeans that the trier of
fact must find the existence of the fact presuned unless and
until evidence is introduced which woul d support a finding of
its nonexi stence.

"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.

"Purchaser."” A person who takes by purchase.

"Renedy." Any renedial right to which an aggrieved party is

20070H1152B1400 - 11 -
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entitled with or without resort to a tribunal.

"Representative.” Includes an agent, an officer of a
corporation or association, and a trustee, executor or
adm ni strator of an estate, or any other person enpowered to act
for anot her.

"Rights.” Includes renedies.

"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) Interest of consignor or buyer under Division 9.--
The term "security interest” also includes any interest of a
consi gnor and a buyer of accounts, chattel paper, a paynent
i ntangi ble or a prom ssory note in a transaction that is
subject to Division 9 (relating to secured transactions).

(3) Buyer's interest in identified goods.--The speci al
property interest of a buyer of goods on identification of
t hose goods to a contract for sale 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 otherw se
provided in section 2505 (relating to shipnent 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

20070H1152B1400 - 12 -
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not wi 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) 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
(i) A transaction creates a security interest if the
consideration the lessee is to pay the lessor for the
right to possession and use of the goods is an obligation
for the termof the | ease not subject to term nation by
t he | 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
interest nerely because it provides that:

(A) the present value of the consideration the

| essee is obligated to pay the | essor for the right

20070H1152B1400 - 13 -
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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
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 value of the goods

- 14 -
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determined at the tinme the option is to be

per f or med.

Addi tional consideration is nomnal if it is |ess
than the | essee's reasonably predictable cost of
perform ng under the | ease agreenent if the optionis
not exerci sed.

(B) "Reasonably predictable” and "renai ni ng
econonmic life of the goods"” are to be determ ned with
reference to the facts and circunstances at the tine
the transaction is entered into.

(C© "Present value" neans the amount as of a
date certain of one or nore suns payable in the
future, discounted to the date certain. The di scount
is determned by the interest rate specified by the
parties if the rate is not manifestly unreasonabl e at
the tine the transaction is entered into; otherw se,
the discount is determined by a conmercially
reasonabl e rate that takes into account the facts and
circunstances of each case at the tine the
transacti on was entered into.

"Send." In connection with any witing or notice, neans to
deposit in the mail or deliver for transm ssion by any other
usual means of communication with postage or cost of
transm ssion provided for and properly addressed and in the case
of an instrunent to an address specified thereon or otherw se
agreed, or if there be none to any address reasonabl e under the
ci rcunst ances. The receipt of any witing or notice within the
time at which it would have arrived if properly sent has the
effect of a proper sending.

"Signed." Includes any synbol executed or adopted by a party

20070H1152B1400 - 15 -



with present intention to authenticate a witing.
"Surety." Includes guarantor.
"Tel egram "™ Includes a nessage transmtted by radio,

tel etype, cable, any nechani cal nethod of transm ssion, or the

1

2

3

4

5 like.
6 "Term" That portion of an agreement which relates to a

7 particular matter.

8 "Unaut hori zed signature.” A signature made w thout actual,
9 inplied or apparent authority and includes a forgery.

10 "Val ue." Except as otherw se provided with respect to

11 negotiable instruments (section 3303) and bank col |l ecti ons

12 (sections 4210 and 4211), a person gives "value" for rights if

13 he acquires them

14 (1) in return for a binding conmtnment to extend credit

15 or for the extension of inmediately available credit whether

16 or not drawn upon and whet her or not a chargeback is provided
17 for in the event of difficulties in collection;

18 (2) as security for or in total or partial satisfaction

19 of a preexisting claim

20 (3) by accepting delivery pursuant to a preexisting

21 contract for purchase; or

22 (4) generally, in return for any consideration

23 sufficient to support a sinple contract.

24 "War ehouse receipt.” A receipt issued by a person engaged in

25 the business of storing goods for hire.

26 "Witten" or "writing.” Includes printing, typewiting or
27 any other intentional reduction to tangible form

28 § 1202. Prima facie evidence by third party docunents.

29 A docunent in due formpurporting to be a bill of [|ading,
30 policy or certificate of insurance, official weigher's or

20070H1152B1400 - 16 -



1 inspector's certificate, consular invoice, or any other docunent
2 authorized or required by the contract to be issued by a third
3 party shall be prima facie evidence of its own authenticity and
4 genui neness and of the facts stated in the docunent by the third
5 party.

6 § 1203. oligation of good faith.

7 Every contract or duty within this title inposes an

8 obligation of good faith in its performnce or enforcenent.

9 § 1204. Tine;, reasonable time; "seasonably."

10 (a) Tinme fixed by agreenent.--Wenever this title requires
11 any action to be taken within a reasonable tinme, any tine which
12 is not manifestly unreasonable nay be fixed by agreenent.

13 (b) Reasonable tine.--What is a reasonable tinme for taking
14 any action depends on the nature, purpose and circunstances of
15 such action.

16 (c) Definition of "seasonably".--An action is taken

17 "seasonably" when it is taken at or within the tinme agreed or if
18 no tine is agreed at or within a reasonable tine.

19 8§ 1205. Course of dealing and usage of trade.
20 (a) Definition of course of dealing.--A course of dealing is
21 a sequence of previous conduct between the parties to a
22 particular transaction which is fairly to be regarded as
23 establishing a common basis of understanding for interpreting
24 their expressions and ot her conduct.
25 (b) Usage of trade.--A usage of trade is any practice or
26 nethod of dealing having such regularity of observance in a
27 place, vocation or trade as to justify an expectation that it
28 wll be observed with respect to the transaction in question.
29 The exi stence and scope of such a usage are to be proved as

30 facts. If it is established that such a usage is enbodied in a

20070H1152B1400 - 17 -
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witten trade code or simlar witing the interpretation of the
witing is for the court.

(c) Effect on agreenents.--A course of dealing between
parties and any usage of trade in the vocation or trade in which
t hey are engaged or of which they are or should be aware give
particul ar nmeaning to and supplenment or qualify terns of an
agr eenent .

(d) Construction.--The express terns of an agreenent and an
appl i cabl e course of dealing or usage of trade shall be
construed wherever reasonable as consistent with each other; but
when such construction i s unreasonabl e express terns control
bot h course of dealing and usage of trade and course of dealing
controls usage of trade.

(e) Applicable usage of trade.--An applicable usage of trade
in the place where any part of performance is to occur shall be
used in interpreting the agreenent as to that part of the
per f or mance.

(f) Admssibility of evidence.--Evidence of a rel evant usage
of trade offered by one party is not adm ssible unless and until
he has given the other party such notice as the court finds
sufficient to prevent unfair surprise to the latter.

§ 1206. Statute of frauds for kinds of personal property not
ot herw se cover ed.

(a) GCeneral rule.--Except in the cases described in
subsection (b), a contract for the sale of personal property is
not enforceable by way of action or defense beyond $5,000 in
anount or value of renedy unless there is some witing which
i ndi cates that a contract for sale has been nade between the
parties at a defined or stated price, reasonably identifies the

subject matter, and is signed by the party agai nst whom
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enforcenent is sought or by his authorized agent.

(b) Exceptions.--Subsection (a) does not apply to contracts
for the sale of goods (section 2201) nor of securities (section
8113) nor to security agreenents (section 9203). Furthernore,
subsection (a) does not apply to qualified financial contracts
to the extent provided in subsection (c).

(c) Qualified financial contracts.--

(1) As used in this section and in section 2201(d)
(relating to formal requirenents; statute of frauds),
"qualified financial contract” means an agreenent to which
each party is other than a natural person and which is:

(1) for the purchase and sal e of foreign exchange,
foreign currency, bullion, coin or precious netals on a
forward, spot, next-day value or other basis;

(ii) a contract (other than a contract for the
purchase and sale of a comodity for future delivery on
or subject to the rules of, a contract market or board of
trade) for the purchase, sale or transfer of any
commodity or any simlar good, article, service, right or
interest which is presently or in the future becones the
subject of dealing in the forward contract trade, or any
product or by-product thereof, with a maturity date nore
than two days after the date the contract is entered
i nto;

(ti1) for the purchase and sale of currency, or
i nt erbank deposits denom nated in United States doll ars;

(iv) for a currency option, currency swap Or Cross-
currency rate swap;

(v) for a commodity swap or a conmodity option

(other than an option contract traded on or subject to

20070H1152B1400 - 19 -



1 the rules of a contract market or board of trade);

2 (vi) for a rate swap, basis swap, forward rate

3 transaction or an interest rate option;

4 (vii) for a security-index swap or option or a

5 security or securities price swap or option

6 (viii) an agreenent which involves any other simlar
7 transaction relating to a price or index (including,

8 without limtation, any transaction or agreenent

9 i nvol vi ng any conbi nati on of agreenents described in

10 subpar agraphs (i) through (vii), and any cap, fl oor,

11 collar or simlar transaction with respect to a rate,

12 commodity price, comodity index, security or securities
13 price, security-index or other price index); or

14 (ix) an option with respect to any agreenent

15 descri bed in subparagraphs (i) through (viii).

16 (2) Subsection (a) does not apply to a qualified

17 financial contract if either:

18 (i) there is, as provided in paragraph (3),

19 sufficient evidence to indicate that a contract has been
20 made; or
21 (i1i) the parties thereto, by nmeans of a prior or
22 subsequent witten contract, have agreed to be bound by
23 the ternms of the qualified financial contract fromthe
24 time they reach agreenent (by tel ephone, by exchange of
25 el ectroni c messages or otherw se) on those terns.
26 (3) For purposes of this subsection and section 2201(d),
27 there is sufficient evidence that a contract has been nade if
28 any of the follow ng applies:
29 (i) There is evidence of electronic comunication
30 (including, without Iimtation, the recording of a
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tel ephone call or the tangible witten text produced by
conputer retrieval) sufficient to indicate that in the
comuni cation a contract was nmade between the parties.
(i1i) Aconfirmation in witing sufficient to
indicate that a contract has been nmade between the
parties and sufficient against the sender is received by
the party agai nst whom enforcenent is sought no |ater
than the fifth business day after the contract is nade
(or such other period of tine as the parties may agree in
witing) and the sender does not receive, on or before
the third business day after receipt (or such other
period of time as the parties may agree in witing),
witten objection to a material termof the confirnmation.
For purposes of this subparagraph, a confirmation or an
objection thereto is received at the tinme there has been
actual receipt by an individual responsible for the
transaction or, if earlier, at the time there has been
constructive receipt, which is the tinme actual receipt by
such an individual would have occurred if the receiving
party, as an organi zation, had exercised reasonabl e
di I i gence. For purposes of this subparagraph, a "business
day" is a day on which both parties are open and
transacti ng business of the kind involved in that
qualified financial contract which is the subject of the
confirmation. The confirmation and notice of objection
referred to in this subparagraph nmay be conmuni cated by
nmeans of telex, telefacsimle, conputer or other simlar
process by which electronic signals are transmtted by
t el ephone or otherw se, but a party claimng to have

comuni cated in such manner shall, unless the parties
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have otherw se agreed in witing, have the burden of

establishing actual or constructive receipt by the other

party as set forth in this subparagraph

(ii1) The party agai nst whom enforcenent is sought
admts inits pleading, testinony or otherwi se in court
that a contract was nade.

(iv) There is a note, nmenorandum or other witing
sufficient to indicate that a contract has been nade,
signed by the party agai nst whom enforcenent is sought or
by its authorized agent or broker.

(4) For purposes of this subsection and section 2201(d):

(1) Evidence of an el ectronic conmunication
i ndi cating the making therein of a contract or a
confirmation, adm ssion, note, menorandumor witing is
not insufficient merely because it omts or incorrectly
states one or nore material terns agreed upon, so |long as
such evi dence provi des a reasonabl e basis for concl udi ng
that a contract was nade.

(1i) The tangible witten text produced by tel ex,
telefacsimle, conputer retrieval or other process by
whi ch el ectronic signals are transmtted by tel ephone or
ot herwi se shall constitute a witing.

(5) Nothing in this subsection shall be construed to
affect in any respect the construction or interpretation of
any provision of this title, other than this subsection and
section 2201(d). Wthout limting the generality of the
foregoing, nothing in this subsection shall be construed to
[imt the generality of the term"witing" as defined in
section 1201 (relating to general definitions), to affect the

interpretation of subsection (a) or section 2201(a) insofar

20070H1152B1400 - 22 -



© 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

as they relate to the sufficiency of a witing or to affect
the construction of any other provision of this title
relating to the tine when a communi cation is deened received,
given or effective. Nothing in this subsection or in section
2201(d) shall be construed to inply that a qualified
financial contract would be subject to subsection (a) or
section 2201(a) but for this subsection or section 2201(d).
(6) Nothing in this subsection or in section 2201(d)
shall be construed to affect or limt the application to a
qgualified financial contract of any other |aw validating
records, signatures or transactions nmade or evidenced by
nont radi ti onal nedi a.
§ 1207. Performance or acceptance under reservation of rights.
(a) GCeneral rule.--A party who with explicit reservation of
rights perforns or promn ses performance or assents to
performance in a manner demanded or offered by the other party
does not thereby prejudice the rights reserved. Such words as

"W t hout prejudice,” "under protest” or the like are sufficient.

(b) Exception.--Subsection (a) does not apply to an accord
and satisfaction.

§ 1208. Option to accelerate at wll.

A term providing that one party or his successor in interest
may accel erate paynent or performance or require collateral or
additional collateral "at will" or "when he deens hinself
insecure” or in wrds of simlar inport shall be construed to
mean that he shall have power to do so only if he in good faith
bel i eves that the prospect of paynment or performance is
i npai red. The burden of establishing | ack of good faith is on

the party agai nst whomthe power has been exerci sed.

§ 1209. Subordinated obligations.
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An obligation may be issued as subordi nated to paynent of
anot her obligation of the person obligated, or a creditor may
subordinate his right to paynent of an obligation by agreenent
with either the person obligated or another creditor of the
person obligated. Such a subordination does not create a
security interest as against either the common debtor or a
subordi nated creditor. This section shall be construed as
declaring the law as it existed prior to the effective date of
this section and not as nodifying it.]

Section 1.1. Title 13 is anended by adding a division to
read:

DVISION 1

GENERAL _PROVI SI ONS

11. GCeneral Provisions

12. Ceneral Definitions and Principles of Interpretati on

13. Territorial Applicability and General Rul es

CHAPTER 11

GENERAL _PROVI SI ONS

Sec.

1101. Short titles.

1102. Scope of di vi sion.

1103. Construction of title to pronote its purposes and

policies; applicability of suppl enental principles

1104. Construction agai nst i nplied repeal.

1105. (Reserved).

1106. Use of sinqular and plural:; gender.

1107. Section captions.

1108. Rel ati on to El ectronic Signatures in d obal and
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Nat i onal Conmerce Act.

§ 1101. Short titles.

(a) Title.--This title nay be cited as the Uniform

Commer ci al Code.

(b)Y Division.--This division may be cited as Uniform

Commer ci al Code- General Provisions.

8 1102. Scope of division.

This division applies to a transaction to the extent that it

is governed by another division of this title.

8 1103. Construction of title to pronote its purposes and

policies; applicability of suppl emental principles of

| aw.

(a) Liberal construction.--This title nust be liberally

construed and applied to pronote its underl yi ng purposes and

policies, which are:

(1) to sinplify, clarify and noderni ze the | aw gover ni ng

commerci al transacti ons;

(2) to permt the conti nued expansi on of conmnerci al

practi ces through custom usage and agreenent of the parties;

and

(3) to nake uniformthe | aw anpong the vari ous

jurisdictions.

(b) Law and equity.--Unl ess displaced by the particul ar

provisions of this title, the principles of | aw and equity,

i ncluding the | aw nerchant and the law relative to capacity to

contract, principal and agent, estoppel, fraud,

m srepresentation, duress, coercion, mnmstake, bankruptcy and

other validating or invalidating cause, supplenment its

pr ovi si ons.

8 1104. Construction against inplied repeal.
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This title being a general act i ntended as a unified coverage

of its subject matter, no part of it shall be deened to be

impliedy repeal ed by subseqguent | egislation if such

construction can reasonably be avoi ded.

8 1105. (Reserved).

8 1106. Use of sinqular and plural:; gender.

(Reserved).

8 1107. Section capti ons.

Notwi thstanding 1 Pa.C.S. § 1924 (relating to constructi on of

titles, preanbles, provisos, exceptions and headi ngs), section

captions are part of this title.

8§ 1108. Rel ati on to El ectronic Signatures in d obal and

Nat i onal Conmerce Act.

This division nodifies, limts and supersedes the El ectronic

Signatures in d obal and National Commerce Act (Public Law 106-

229, 15 U.S.C. 8§ 7001 et seqg.) but does not nodify, limt or

super sede section 101(c) of that act (15 U . S.C. § 7001(c)) or

aut hori ze el ectronic delivery of any of the notices described in

section 103(b) of that act (15 U.S.C. 8 7003(hb)).

CHAPTER 12

GENERAL _DEFI NI T1 ONS AND

PRI NCI PLES OF_| NTERPRETATI ON

Sec.

1201. General definitions.

1202. Noti ce; know edge.

1203. Lease di sti ngui shed from security interest.

1204. Val ue.

1205. Reasonabl e ti ne; seasonabl eness.

1206. Presunpti ons.

§ 1201. General definitions.
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(a) Definition provisions.--Unless the context otherw se

requi res, words or phrases defined in this section, or in the

addi ti onal definitions contained in other divisions of this

title that apply to particul ar divisions or chapters of this

title, have the neani ngs st at ed.

(b)Y Definitions.--Subject to additional definitions

contai ned in subsequent provisions of this title which are

applicable to specific provisions of this title, the foll ow ng

wor ds and phrases when used in this title shall have, unless the

context clearly indicates otherwi se, the neani ngs gi ven to them

in this subsection:

(1) "Action." In the sense of a judicial proceeding,

the termincl udes recoupnent, counterclaim set-off, suit in

equity and any other proceeding in which rights are

det er ni ned.

(2) "Aqggrieved party." A party entitled to pursue a

(3) "Agreenent." As distinguished from"contract" under

par agraph (12), the term neans the bargain of the parties in

fact, as found in their | anqguage or inferred from ot her

ci rcunstances, including course of perfornmance, course of

dealing or usage of trade as provided in section 1303

(relating to course of performance, course of dealing and

usage of trade).

(4) "Bank." A person engaged in the busi ness of

banki ng. The term i ncludes a savi ngs bank, savings and | oan

associ ation, credit union and trust conpany.

(5) "Bearer." A person in control of a negotiable

el ectroni ¢ docunent of title or a person i n possessi on of a

negoti abl e i nstrument, negoti abl e tangi bl e docunent of title
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or certificated security, that is payable to bearer or

i ndorsed i n bl ank.

(6) "Bill of lading." A docunent of title evidencing

the recei pt of goods for shipnent i ssued by a person engaged

in the business of directly or indirectly transporting or

f orwar di ng goods. The term does not include a warehouse

(7)) "Branch." The termincludes a separately

i ncorporated forei gn branch of a bank.

(8) "Burden of establishing." As to a fact, the burden

of persuading the trier of fact that the exi stence of the

fact is nore probable than its nonexi st ence.

(9) "Buyer in ordinary course of business." A person

t hat buys goods in good faith, w thout know edge that the

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

in the ordinary course froma person, other than a

pawnbroker, in the busi ness of selling goods of that kind.

(i) A person buys goods in the ordi nary course of

business if the sale to the person conports with the

usual or customary practices in the kind of business in

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

usual or customary practices.

(ii) A person that sells oil, gas or other m nerals

at the well head or minehead is a person in the business

of selling goods of that Kkind.

(iii) A buyer in ordinary course of busi ness may buy

for cash, by exchange of other property or on secured or

unsecured credit and nmay acquire goods or docunents of

title under a preexi sting contract for sale.

(iv) Only a buyer that takes possessi on of the goods
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or has a right to recover the goods fromthe sell er under

Division 2 (relating to sales) nmay be a buyer in ordinary

course of busi ness.

The term does not include a person that acquires goods in a

transfer in bulk or as security for or in total or partial

sati sfaction of a npney debt.

(10) "Conspicuous." Wth reference to a term neans SO

witten, displayed or presented that a reasonabl e person

against which it is to operate ought to have noticed it.

VWhether a termis "conspi cuous" or not is a decision for the

court. Conspicuous terns include the foll ow ng:

(i) A heading in capitals equal to or greater in

size than the surrounding text, or in contrasti ng type,

font, or color to the surroundi ng text of the sane or

| esser size.

(ii) Language in the body of a record or display in

| arger type than the surrounding text; in contrasting

type, font or color to the surrounding text of the sane

size; or set off fromsurroundi ng text of the sane size

by synbols or other nmarks that call attention to the

| anguage._

(11) "Consuner." An individual who enters into a

transaction prinmarily for personal, famly or househol d

(12) "Contract." As distinguished from"agreenent" in

par agraph (3), the total |egal obligation that results from

the parties' aqgreenent as deternmined by this title as

suppl enent ed by any ot her applicable | aws.

(13) "Creditor." The termincludes a general creditor;

a secured creditor; alien creditor; a representative of
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creditors, including an assignee for the benefit of

creditors; a trustee in bankruptcy; a receiver in equity; and

an executor or administrator of an i nsolvent debtor's or

assi gnor's est ate.

(14) "Defendant." |Includes a person in the position of

defendant in a counterclaim cross-claimor third-party

(15) "Delivery." Wth respect to an el ectroni c docunent

of title, neans voluntary transfer of control and with

respect to an instrunent, a tangi bl e docunent of title or

chattel paper, neans voluntary transfer of possession.

(16) "Docunent of title." A record that:

(i) in the reqular course of business or financing

is treated as adequately evidencing that the person in

possessi on or control of the record is entitled to

receive, control, hold and di spose of the record and the

goods the record covers; or

(ii) purports to be issued by or addressed to a

bai |l ee and to cover goods in the bail ee's possessi on

which are either identified or are fungi bl e porti ons of

an identified nass.

The termincludes a bill of |ading, transport docunent, dock

warrant, dock recei pt, warehouse recei pt and order for

delivery of goods.

(16.1) "El ectronic docunent of title." A docunent of

title evidenced by a record consisting of informati on stored

in an el ectroni c medi um

(17) "Fault." A default, breach or wongful act or

omi ssi on.

(18) "Fungi ble goods." As foll ows:
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1 (i) goods of which any unit, by nature or usage of
2 trade, is the equivalent of any other like unit; or

3 (ii) goods that by agreenent are treated as

4 equi val ent.

5 (19) "CGenuine." Free of forgery or counterfeiting.

6 (20) "Good faith." Except as otherw se provided in

7 Division 5 (relating to letters of credit), honesty in fact
8 and the observance of reasonable conmercial standards of fair
9 deal i ng

10 (21) "Holder." As follows:

11 (i) the person in possession of a negotiable

12 instrunent that is payable either to bearer or to _an

13 identified person that is the person in possession;

14 (ii) the person in possession of a negotiable

15 tangi bl e docunent of title if the goods are deliverable
16 either to bearer or to the order of the person in

17 possessi on; or

18 (iii) the person in control of a negotiable

19 el ectroni c docunent of title.
20 (22) "lInsolvency proceeding." Includes an assi gnnment
21 for the benefit of creditors or other proceeding intended to
22 liquidate or rehabilitate the estate of the person invol ved.
23 (23) "Insolvent." As follows:
24 (i) having generally ceased to pay debts in the
25 ordinary course of business other than as a result of
26 bona fide dispute;
27 (ii) being unable to pay debts as they becone due;
28 or
29 (iii) being insolvent within the neaning of Federa
30 bankruptcy | aw.
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(24) "Money." A medi um of exchange currently authori zed

or adopted by a donestic or foreign governnent. The term

i ncludes a nonetary unit of account established by an

i nt ergovernnental organi zati on or by agreenent between two or

nore countri es.

(25) "Organization." A person other than an indivi dual .

(26) "Party." As distinguished from"third party," a

person that has engaged in a transacti on or nade an agreenent

subject to this title.

(27) "Person." Any individual; corporation; business

trust; estate; trust; partnership; limted liability conpany;

associ ation; joint venture; governnent; governnmental

subdi vi si on, agency or instrunentality; public corporation;

or other legal or commercial entity.

(28) "Present value." The anpunt as of a date certain

of one or nore suns payable in the future, discounted to the

date certain by use of either:

(i) an interest rate specified by the parties if

that rate is not nanifestly unreasonable at the tine the

transaction is entered into; or

(ii) if aninterest rate is not so specified, a

commercially reasonable rate that takes i nto account the

facts and circunstances at the tine the transaction i s

entered into.

(29) "Purchase." Taking by sale, |ease, discount,

negoti ati on, nortgage, pledge, lien, security interest, issue

or reissue, gift or other voluntary transacti on creati ng an

interest in property.

(30) "Purchaser." A person that takes by purchase.

(31) "Record." Information that is inscribed on a
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tangi ble mediumor that is stored in an el ectroni c or other

mediumand is retrievable in perceivable form

(32) "Renedy." Any renedial right to which an aggri eved

party is entitled with or without resort to a tribunal.

(33) "Representative." A person enmpowered to act for

anot her, including an agent; an officer of a corporati on or

associ ation; and a trustee, executor or adm nistrator of an

estate.
(34) "Right." Includes renedy.
(35) "Security interest." An interest in personal

property or fixtures which secures paynent or performance of

an obli gati on.

(i) The termincludes any interest of a consi gnor

and a buyer of accounts, chattel paper, a paynent

i ntangi ble or a pronmissory note, in a transaction that is

subject to Division 9 (relating to secured transacti ons).

(ii) The term does not include the special property

i nterest of a buyer of goods on identification of those

goods to a contract for sale under section 2401 (rel ating

to passing of title; reservation for security; limted

application of section), but a buyer nmay al so acquire a

"security interest" by conplying with D vision 9.

(iii) Except as otherwi se provided in section 2505

(relating to shi pment by seller under reservation), the

right of a seller or | essor of goods under D vision 2

(relating to sales) or 2A (relating to |l 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
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not wi t hst andi ng shi pnent or delivery to the buyer under

section 2401 is linmted in effect to a reservation of a

"security interest."

(iv) Wether a transaction in the formof a | ease

creates a "security interest" is deterni ned pursuant to

section 1203 (relating to | ease di sti ngui shed from

security interest).

(36) "Send." In connection with a witing, record or

(i) to deposit in the nmail or deliver for

transm ssi on by any ot her usual neans of comuni cati on:

(A) with postage or cost of transm ssion

provi ded for:

(B) properly addressed; and

(C) in the case of an instrunent:

(1) to an address specified thereon or

ot herw se agreed upon; or

(11) if no address is specified or agreed

upon, to any address reasonabl e under the

ci rcunst ances; or

(ii) in any other way to cause to be recei ved any

record or notice within the tine it wuld have arrived if

properly sent.

(37) "Signed." Includes using any synbol executed or

adopted with present intention to adopt or accept a witing.

(38) "State." A state of the United States, the

District of Colunbia, Puerto Rico, the United States Virgin

Islands or any territory or insular possession subject to the

jurisdiction of the United States.

(39) "Surety." Includes a guarantor or other secondary
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(39.1) "Tangi bl e docunent of title." A docunent of

title evidenced by a record consisting of information that is

i nscri bed on a tangi bl e nedi um

(40) "Term"™ A portion of an agreenent that relates to

a particular matter.

(41) "Unauthorized signature.” A signature nade w t hout
actual, inplied or apparent authority. The termincludes a
forgery.

(42) "Warehouse receipt.” A docunent of title issued by

a person engaged in the busi ness of storing goods for hire.

(43) "Witing." Includes printing, typewiting or any

other intentional reduction to tangi ble form

(44) "Witten." Includes printing, typewiting or any

other intentional reduction to tangi ble form

8§ 1202. Noti ce; know edge.

(a) Notice.--Subject to subsection (f), a person has notice

of a fact if the person:

(1) has actual know edge of it;

(2) has received a notice or notification of it; or

(3) fromall the facts and circunstances known to the

person at the tine in question, has reason to know t hat

it exists.

(b) Know edge. --"Know edge" neans actual know edge. "Knows"

has a correspondi ng neani ng.

(c) Reason to know di stingui shed.--"Di scover," "learn" or

words of simlar inport refer to know edge rather than to reason

to know.

(d) Notify.--A person notifies or gives a notice or

notificati on to another person by taki ng such steps as nmay be
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reasonably required to informthe other person in ordinary

course, whether or not the other person actually cones to know

(e) Be notified.--Subject to subsection (f), a person

receives a notice or notification when:

(1) it cones to that person's attention; or

(2) it is duly delivered in a formreasonabl e under the

ci rcunst ances at:

(i) the place of business through which the contract

was nmade; or

(ii) another |ocation held out by that person as the

pl ace for receipt of such conmuni cati ons.

(f) Conmmuni cation to organi zati ons. --Noti ce, know edge or

notice or notification received by an organi zation is effective

for a particular transaction fromthe tine it is brought to the

attention of the individual conducting that transacti on and, in

any event, fromthe tine it would have been brought to the

individual's attention if the organi zati on had exerci sed due

diligence. An organi zati on exerci ses due diligence if it

mai nt ai ns reasonabl e routi nes for comuni cati ng si gni fi cant

informati on to the person conducting the transacti on and there

is reasonabl e conpliance with the routines. Due diligence does

not require an individual acting for the organi zation to

communi cate i nformati on unl ess the conmuni cation is part of the

individual's regul ar duties or the individual has reason to know

of the transaction and that the transacti on would be naterially

affected by the infornmation.

8§ 1203. Lease di sti ngui shed from security interest.

(a) Factual determ nation.--Wiether a transaction in the

formof a |l ease creates a | ease or security interest is
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1 deternmned by the facts of each case.

2 (b) Sufficient attributes for security interest.--A

3 transaction in the formof a |ease creates a security interest
4 if the consideration that the lessee is to pay the |l essor for

5 the right to possession and use of the goods is an obligation

6 for the termof the |ease and is not subject to term nation by
7 the | essee, and:

8 (1) the original termof the |ease is equal to or

9 greater than the renmining econonic life of the goods;

10 (2) the lessee is bound to renew the | ease for the

11 remai ning econonmic life of the goods or is bound to becone
12 t he owner of the goods;

13 (3) the lessee has an option to renew the |l ease for the
14 remai ni ng econonmc life of the goods for no additional

15 consideration or for nom nal additional consideration upon
16 conpliance with the | ease agreenent; or

17 (4) the lessee has an option to becone the owner of the
18 goods for no additional consideration or for nom nal

19 addi ti onal consideration upon conpliance with the |ease

N
O
|
1
2
D
:
2

21 (c) Insufficient attributes for security interest.--A

22 transaction in the formof a | ease does not create a security

23 interest nerely because:

24 (1) the present value of the consideration the |lessee is
25 obligated to pay the I essor for the right to possession and
26 use of the goods is substantially equal to or is greater than
27 the fair market value of the goods at the tine the lease is
28 entered into;

29 (2) the lessee assunes risk of loss of the goods;

30 (3) the lessee agrees to pay, with respect to the goods,
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taxes, insurance, filing, recording or regi strati on fees, or

servi ce or mai nt enance coSts;

(4) the | essee has an option to renew the | ease or to

becone the owner of the goods;

(5) 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 tinme the option is to be

perforned; or

(6) the | essee has an option to becone the owner of the

goods for a fixed price that is equal to or greater than the

reasonably predictable fair market value of the goods at the

tine the option is to be perforned.

(d) Nominal consideration.--Additional consideration is

nomnal if it is less than the | essee's reasonably predictable

cost of perform ng under the | ease agreenent if the option is

not exerci sed. Additional consideration is not nom nal if:

(1) when the option to renew the lease is granted to the

| essee, the rent is stated to be the fair nmarket rent for the

use of the goods for the termof the renewal determ ned at

the tine the option is to be perforned; or

(2) when the option to becone the owner of the goods is

granted to the | essee, the price is stated to be the fair

mar ket val ue of the goods determ ned at the tine the option

is to be perforned.

(e) Renmining econonmic life and reasonable predictability.--

The "remai ni ng econonmc life of the goods"” and "reasonably

predi ctabl e" fair market rent, fair narket val ue or cost of

perform ng under the | ease agreenent shall be determ ned with

reference to the facts and circunstances at the tinme the
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transaction is entered into.

§ 1204. Val ue.

Except as otherw se provided in Divisions 3 (relating to

negoti able instrunents), 4 (relating to bank deposits and

collections) and 5 (relating to letters of credit), a person

gi ves value for rights if the person acquires them

(1) inreturn for a binding conmmtnment to extend credit

or for the extension of i mediately avail able credit, whether

or not drawn upon and whet her or not a charge-back is

provided for in the event of difficulties in collection;

(2) as security for, or in total or partial satisfaction

of, a preexisting claim

(3) by accepting delivery under a preexisting contract

f or purchase; or

(4) inreturn for any consideration sufficient to

support a sinple contract.

8§ 1205. Reasonabl e ti ne; seasonabl eness.

(a) Reasonable tine.--Wiether a tine for taking an acti on

required by this title is reasonabl e depends on the nature,

pur pose and circunstances of the action.

(b) Seasonabl eness.--An action is taken seasonably if it is

taken at or within the tine agreed or, if no tine is agreed, at

or wwthin a reasonable tine.

8 1206. Presunpti ons.

VWhenever this title creates a "presunption” with respect to a

fact, or provides that a fact is "presuned,"” the trier of fact

must find the exi stence of the fact unless and until evidence is

i ntroduced that supports a finding of its nonexi stence.

CHAPTER 13

TERRI TORIAL APPLI CABI LI TY AND GENERAL RULES
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Sec.

1301. Territorial applicability; parties' power to choose

applicabl e | aw.

1302. Vari ati on by agreenent.

1303. Course of perfornmance, course of dealing and

usage of trade.

1304. Obligation of good faith.

1305. Renedi es to be liberally adn ni stered.

1306. Waiver or renunciation of claimor right after breach.

1307. Prima facie evidence by third-party docunments.

1308. Per f or mance or acceptance under reservati on of rights.

1309. Option to accelerate at will.

1310. Subordi nated obli gati ons.

8 1301. Territorial applicability; parties' power to choose

applicabl e | aw.

(a) Agreenent; reasonable relation requirenent.--Except as

ot herwi se provided in this section, when a transacti on bears a

reasonable relation to this Commpobnwealth and al so to anot her

state or nation the parties may aqree that the | aw ei ther of

this Commonweal th or of such other state or nation shall govern

their rights and duti es.

(b) Absence of agreenent; approved relation requirenment.--In

t he absence of an agreenent effective under subsection (a), and

except as provided in subsection (c), this title applies to

transacti ons bearing an appropriate relation to this

Commpnweal t h.

(c) WMandatory applicability of title.--1f one of the

foll owi ng provisions of this title specifies the applicable | aw,

t hat provi sion governs and a contrary agreenent is effective

only to the extent pernmtted by the | aw so specifi ed:
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(1) Section 2402 (relating to rights of creditors of

sel |l er agai nst sol d goods).

(2) Sections 2A105 (relating to territorial application

of division to goods covered by certificate of title) and

2A106 (relating to linmtation on power of parties to consuner

| ease to choose applicable |aw and judicial forum.

(3) Section 4102 (relating to applicability).

(4) Section 4A507 (relating to choice of | aw).

(5) Section 5116 (relating to choice of |aw and forum

(6) Section 8110 (relating to applicability; choice of

law) .
(7) Ch. 93 Subch. A (relating to | aw governi ng

perfection and priority).

8 1302. Variation by agreenent.

(a) GCeneral rule.--Except as otherwi se provided in

subsection (b) or elsewhere in this title, the effect of

provisions of this title nay be vari ed by agreenent.

(b) Exceptions.--The obligations of good faith, diligence,

r easonabl eness and care prescribed by this title may not be

di scl ai ned by agreenent. The parties, by agreenent, nay

deterni ne the standards by which the perfornmance of those

obligations is to be neasured if those standards are not

mani f estly unreasonabl e. Whenever this title requires an action

to be taken within a reasonable tine, a tinme that i s not

mani festly unreasonabl e nay be fi xed by agreenent.

(c) Effect of term nol oqgy.--The presence in certain

provisions of this title of the phrase "unl ess ot herw se

agreed," or words of simlar inport, does not inply that the

effect of other provisions may not be vari ed by agreenent under

this section.
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8 1303. Course of perfornmance, course of dealing and usage of

(a) Course of perfornmance.--A "course of performance" is a

seqguence of conduct between the parties to a particul ar

transaction that exists if:

(1) the agreenent of the parties with respect to the

transacti on i nvol ves repeated occasi ons for perfornance by a

party; and

(2) the other party, with know edge of the nature of the

perfornmance and opportunity for objection to it, accepts the

perfornmance or acqui esces in it w thout objection.

(b) Course of dealing.--A "course of dealing" is a sequence

of conduct concerni ng previ ous transacti ons between the parties

to a particular transaction that is fairly to be regarded as

establi shing a conmbn basis of understanding for interpreting

their expressi ons and ot her conduct.

(c) Usage of trade.--A "usage of trade" is any practice or

met hod of deali ng having such reqgularity of observance in a

pl ace, vocation or trade as to justify an expectation that it

will be observed with respect to the transacti on i n questi on.

The exi stence and scope of such a usage nust be proved as fact.

If it is established that such a usage is enbodied in a trade

code or simlar record, the interpretation of the record is a

questi on of | aw.

(d) Evidentiary effect.--A course of perfornance or course

of dealing between the parties or usage of trade in the vocation

or trade in which they are engaged or of which they are or

should be aware is relevant in ascertai ning the neaning of the

parti es' agreenent, nay qgive particular neaning to specific

terns of the agreenent and may suppl enent or qualify the terns
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of the agreenent. A usage of trade applicable in the place in

whi ch part of the perfornmance under the agreenent is to occur

may be so utilized as to that part of the perfornance.

(e) Construction in general.--Except as otherw se provi ded

in subsection (f), the express terns of an agreenent and any

appli cabl e course of perfornmance, course of dealing or usage of

trade nust be construed whenever reasonable as consistent with

each other. |If such a construction i s unreasonabl e:

(1) express terns prevail over course of perfornance,

course of dealing and usage of trade;

(2) course of perfornmance prevails over course of

deal i ng and usage of trade; and

(3) course of dealing prevails over usage of trade.

(f) VWaiver or nodification.--Subject to section 2209

(relating to nodification, rescission and wai ver), a course of

performance is relevant to show a wai ver or nodificati on of any

terminconsi stent with the course of performance.

(g) Evidence.--Evidence of a rel evant usage of trade offered

by one party is not adnmi ssible unless that party has gi ven the

other party notice that the court finds sufficient to prevent

unfair surprise to the other party.

8 1304. vligation of good faith.

Every contract or duty within this title i nposes an

obligation of good faith in its perfornance and enforcenent.

8§ 1305. Renedi es to be liberally adn ni stered.

(a) Adnministration.--The renedies provided by this title

must be liberally adnministered to the end that the aggri eved

party nay be put in as good a position as if the other party had

fully perforned, but neither consequential or speci al danmnages

nor penal danmages may be had except as specifically provided in
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this title or by other rule of |aw

(b)Y Enforceability.--Any right or obligati on decl ared by

this title is enforceable by acti on unl ess the provi sion

declaring it specifies a different and linmted effect.

8 1306. Waiver or renunciation of claimor right after breach.

A claimor right arising out of an all eged breach may be

di scharged in whole or in part w thout consideration by

agreenent of the aqgqgrieved party in an authenticated record.

8 1307. Prima facie evidence by third-party docunments.

A docunment in due formpurporting to be a bill of |ading, a

policy or certificate of insurance, an official weigher's or

i nspector's certificate, a consul ar i nvoice or any other

docunent aut horized or required by the contract to be i ssued by

athird party is prina facie evidence of its own authenticity

and genui neness and of the facts stated in the docunent by the

third party.

8§ 1308. Per f or mance or acceptance under reservati on of rights.

(a) GCeneral rule.--Except as set forth in subsection (b), a

party that with explicit reservation of rights perforns or

proni ses performance or assents to perfornance in a nmanner

denmanded or offered by the other party does not thereby

prejudice the rights reserved. The words "w t hout prejudice,"

"under protest” and the |ike are sufficient.

(b) Exception.--Subsection (a) does not apply to an accord

and sati sfacti on.

8 1309. Option to accelerate at will.

A termproviding that one party or that party's successor in

i nterest nay accel erate paynent or perfornance or require

collateral or additional collateral "at will" or when the party

"deens itself insecure," or words of sinmilar inport, neans that
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the party has power to do so only if that party in good faith

beli eves that the prospect of paynent or perfornmance is

i npai red. The burden of establishing | ack of good faith is on

the party agai nst whi ch the power has been exerci sed.

8 1310. Subordi nated obli gati ons.

An obligati on nay be i ssued as subordi nated to performance of

anot her obligati on of the person obligated, or a creditor nay

subordinate its right to perfornmance of an obli gati on by

agreenent with either the person obligated or another creditor

of the person obligated. Subordi nati on does not create a

security interest as against either the common debtor or a

subor di nated creditor

Section 2. Section 2103(a) of Title 13 is amended and
subsection (c) is anended by adding a definition to read:
§ 2103. 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 ot herw se, the neanings given to themin this
subsecti on:

"Buyer." A person who buys or contracts to buy goods.

["CGood faith.” In the case of a nerchant, good faith neans
honesty in fact and the observance of reasonabl e comrerci al

standards of fair dealing in the trade.]

"Receipt." Receipt of goods neans taking physical possession
of them

"Seller.”" A person who sells or contracts to sell goods.

* * %

(c) Index of definitions in other divisions.--The follow ng

definitions in other divisions apply to this division:

* * %
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"Control." Section 7106.

* * %

Section 3. The definition of "financing agency” in section
2104 of Title 13 is anended to read:

§ 2104. Definitions: "merchant"; "between merchants”;
"financi ng agency."

The foll ow ng words and phrases when used in this division
shall have the neanings given to themin this section:

* x *

"Fi nanci ng agency." [A] Any bank, finance conpany, or other
person who in the ordinary course of business nmakes advances
agai nst goods or docunents of title or who by arrangenent wth
either the seller or the buyer intervenes in ordinary course to
make or collect paynent due or clainmed under the contract for
sal e, as by purchasing or paying the draft of the seller or

maki ng advances against it or by nerely taking it for collection

whet her or not docunents of title acconpany or are associ ated
with the draft. ["Financing agency”] The termincludes also a
bank or other person who simlarly intervenes between persons
who are in the position of seller and buyer in respect to the
goods (see section 2707).

* x *

Section 4. Sections 2202, 2208, 2310(3), 2323(b),
2401(3) (i), 2503(d)(2) and (e)(2), 2505(a)(2) and (b), 2506(b),
2509(b) (1) and (3), 2605(b) and 2705(b)(3) and (c)(3) of Title
13 are amended to read:
§ 2202. Final witten expression: parol or extrinsic evidence.

Terms with respect to which the confirmatory nenoranda of the

parties agree or which are otherwi se set forth in a witing

intended by the parties as a final expression of their agreenent
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with respect to such terns as are included therein may not be
contradi cted by evidence of any prior agreenent or of a

cont enpor aneous oral agreenent but may be expl ai ned or

suppl enent ed:

(1) by course of perfornmance, course of dealing or usage

of trade (section [1205] 1303) [or by course of performance
(section 2208)]; and
(2) by evidence of consistent additional ternms unless

the court finds the witing to have been intended also as a

conpl ete and exclusive statement of the terns of the

agr eenent .

[8 2208. Course of performance or practical construction.

(a) Relevancy of accepted performance. --Were the contract
for sale involves repeated occasions for performance by either
party with know edge of the nature of the performance and
opportunity for objection to it by the other, any course of
per formance accepted or acqui esced in w thout objection shall be
rel evant to determ ne the nmeani ng of the agreenent.

(b) Construction of express ternms and perfornmance. --The
express terns of the agreenment and any such course of
performance, as well as any course of dealing and usage of
trade, shall be construed whenever reasonable as consistent with
each other; but when such construction is unreasonabl e, express
terms shall control course of performance and course of
performance shall control both course of dealing and usage of
trade (section 1205).

(c) Waiver or nodification of terns inconsistent with
per f ormance. - - Subj ect to the provisions of section 2209
(relating to nodification, rescission and waiver), such course

of performance shall be relevant to show a wai ver or
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1 nodification of any terminconsistent with such course of
2 performance. ]

3 8§ 2310. Open tinme for paynent or running of credit; authority

4 to ship under reservation.

5 Unl ess ot herw se agreed:

6 * x *

7 (3) If delivery is authorized and nmade by way of

8 docunents of title otherwi se than by paragraph (2), then

9 paynent is due, reqgardless of where the goods are to be

10 received:

11 (i) at the tinme and place at which the buyer is to
12 receive delivery of the tangi ble docunents [regardl ess of
13 where the goods are to be received.]; or

14 (ii) at the tinme the buyer is to receive delivery of
15 the electronic docunents and at the seller's place of

16 business or, if none, at the seller's residence.

17 * x *

18 8§ 2323. Formof bill of lading required in overseas shipnent;
19 "overseas. "

20 * x *

21 (b) Bill in set of parts.--Were in a case within subsection
22 (a) a tangible bill of l|ading has been issued in a set of parts,

23 unless otherwi se agreed if the docunents are not to be sent from
24 abroad the buyer may denmand tender of the full set; otherw se
25 only one part of the bill of |ading need be tendered. Even if

26 the agreenment expressly requires a full set:

27 (1) due tender of a single part is acceptable within the
28 provi sions of this division on cure of inproper delivery

29 (section 2508(a)); and

30 (2) even though the full set is demanded, if the
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docunents are sent from abroad the person tendering an

i nconpl ete set may neverthel ess require paynment upon

furni shing an i ndemmity which the buyer in good faith deens

adequat e.

* %

§ 2401. Passing of title; reservation for security; limted
application of section.

Each provision of this division with regard to the rights,
obl i gations and renedi es of the seller, the buyer, purchasers or
other third parties applies irrespective of title to the goods
except where the provision refers to such title. Insofar as
situations are not covered by the other provisions of this
di vision and matters concerning title beconme material the
foll owi ng rules apply:

* %
(3) Delivery w thout noving goods.--Unless otherw se
explicitly agreed where delivery is to be made wi t hout noving

t he goods:

(1) if the seller is to deliver a tangi bl e docunent
of title, title passes at the tinme when and the pl ace

where he delivers such docunents and if the seller is to

deliver an el ectronic docunent of title, title passes

when the seller delivers the docunent; or

* * %

§ 2503. Manner of tender of delivery by seller.
(d) Goods in possession of bailee and deliverable w thout
bei ng noved. - -Wiere goods are in the possession of a bailee and

are to be delivered w thout being noved:

* * %
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1 (2) tender to the buyer of a nonnegotiabl e docunent of
2 title or of a [witten direction to] record directing the

3 bailee to deliver is sufficient tender unless the buyer

4 seasonably objects, and except as otherwi se provided in

5 Division 9 (relating to secured transactions) receipt by the
6 bail ee of notification of the rights of the buyer fixes those
7 rights as against the bailee and all third persons; but risk
8 of loss of the goods and of any failure by the bailee to

9 honor the nonnegoti abl e docunent of title or to obey the

10 direction remains on the seller until the buyer has had a

11 reasonable time to present the docunment or direction, and a
12 refusal by the bailee to honor the docunent or to obey the
13 direction defeats the tender.

14 (e) Form and manner of delivering docunents.--Were the

15 contract requires the seller to deliver docunents:

16 * x *

17 (2) tender through customary banking channels is

18 sufficient and di shonor of a draft acconpanying or associ ated
19 with the docunents constitutes nonacceptance or rejection.
20 § 2505. Shiprent by seller under reservation.
21 (a) GCeneral rule.--Were the seller has identified goods to
22 the contract by or before shipnent:
23 * x *
24 (2) A nonnegotiable bill of lading to hinself or his
25 nom nee reserves possession of the goods as security, but
26 except in a case of conditional delivery (section 2507(b)) a
27 nonnegoti able bill of | ading nam ng the buyer as consignee
28 reserves no security interest even though the seller retains
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of the bill of |ading.

30 (b) Shipnent in violation of contract.--Wen shipnment by the
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seller wwth reservation of a security interest is in violation
of the contract for sale it constitutes an inproper contract for
transportation within section 2504 (relating to shipnent by
seller) but inpairs neither the rights given to the buyer by

shi pnment and identification of the goods to the contract nor the
powers of the seller as a hol der of a negotiable docunent of

§ 2506. Rights of financing agency.

(b) Right to reinbursenent uninpaired by |atent defect.--The
right to reinbursenent of a financing agency which has in good
faith honored or purchased the draft under conmtment to or
authority fromthe buyer is not inpaired by subsequent discovery
of defects with reference to any rel evant docunent which was
apparently regular [on its face].

§ 2509. Risk of loss in absence of breach.

(b) Goods held by bailee.--Were the goods are held by a
bail ee to be delivered wi thout being noved, the risk of |oss
passes to the buyer:

(1) on his receipt, possession or control of a

negoti abl e docunment of title covering the goods;

* * %

(3) after his receipt, possession or control of a

nonnegot i abl e docunent of title or other [witten] direction

to deliver in a record, as provided in section 2503(d)(2)

(relating to manner of tender of delivery by seller).

* * %

8§ 2605. Waiver of objections of buyer by failure to

particul ari ze.
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* * %

(b) Paynent agai nst defective docunents. --Paynent agai nst
docunent s nmade wi thout reservation of rights precludes recovery
of the paynent for defects apparent [on the face of] in the
docunents.

§ 2705. Stoppage by seller of delivery in transit or otherw se.

(b) When seller loses right.--As agai nst such buyer the
seller may stop delivery until:

(3) such acknow edgnent to the buyer by a carrier by

reshi pment or as [warehouseman] a_ warehouse; or

* * %

(c) Notice and conpliance. --
(3) If a negotiable docunent of title has been issued
for goods the bailee is not obliged to obey a notification to

stop until surrender of possession or control of the

docunent .
* x *

Section 5. The definitions of "buyer in ordinary course of
busi ness” and "l essee in ordinary course of business” in section
2A103(a) of Title 13 and the definition of "good faith" in
subsection (c) are anmended to read:

§ 2A103. Definitions and index of definitions.

(a) Definitions.--The foll owi ng words and phrases when used
in this division shall have, unless the context clearly
i ndi cates ot herw se, the neanings given to themin this
subsecti on:

"Buyer in ordinary course of business.” A person who, in
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good faith and wi thout know edge that the sale to himis in
violation of the ownership rights or security interest or
| easehol d 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 include a pawnbroker. "Buying" may be
for cash or by exchange of other property or on secured or
unsecured credit and includes [receiving] acquiring 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.

* %k

"Lessee in ordinary course of business." A person who, in
good faith and wi thout know edge that the lease to himis in
violation of the ownership rights or security interest or
| easehol d interest of a third party in the goods, |eases in
ordi nary course froma person in the business of selling or
| easi ng goods of that kind but does not include a pawnbroker.
"Leasi ng" may be for cash or by exchange of other property or on
secured or unsecured credit and includes [receiving] acquiring
goods or docunments of title under a preexisting | ease contract
but does not include a transfer in bulk or as security for or in
total or partial satisfaction of a noney debt.

* %k

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

* * %

["CGood faith.” Section 2103(a).]
Section 6. Sections 2A207, 2A501(d), 2A514(b), 2A518(b)
i ntroductory paragraph, 2A519(a), 2A526(b)(3), 2A527(b)
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i ntroductory paragraph and 2A528(a) introductory paragraph of
Title 13 are anended to read:
[ 8 2A207. Course of performance or practical construction.

(a) Relevancy of accepted performance.--1f a | ease contract
i nvol ves repeated occasions for performance by either party with
knowl edge of the nature of the performance and opportunity for
objection to it by the other, any course of performance accepted
or acqui esced in without objection is relevant to determ ne the
nmeani ng of the | ease agreenent.

(b) Construction of express ternms and performance. --The
express terns of a | ease agreenent and any course of
performance, as well as any course of dealing and usage of
trade, nmust be construed whenever reasonable as consistent with
each other; but if that construction is unreasonable, express
terms control course of performance, course of performance
controls both course of dealing and usage of trade, and course
of dealing controls usage of trade.

(c) Waiver or nodification of terns inconsistent with
per formance. - - Subj ect to the provisions of section 2A208
(relating to nodification, rescission and waiver), course of
performance is relevant to show a wai ver or nodification of any
terminconsistent with the course of perfornmance.]

§ 2A501. Default: procedure.

* * %

(d) Rights and renedi es cunul ative. --Except as ot herw se
be liberally adm nistered) or this division or the |ease
agreenent, the rights and renedies referred to in subsections

(b) and (c) are cunul ati ve.

* * %
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§ 2A514. \Wiver of |essee's objections.

* %

(b) Paynent agai nst defective docunments.--A |lessee's failure
to reserve rights when paying rent or other consideration
agai nst docunents precludes recovery of the paynent for defects
apparent [on the face of] in the docunents.

8§ 2A518. Cover; substitute goods.

* %

(b) Danages recoverabl e.--Except as otherw se provided with
respect to damages liquidated in the | ease agreenment (section
2A504) or otherw se determ ned pursuant to agreenent of the
parties (sections [1102(c)] 1302 and 2A503), if a | essee's cover
is by | ease agreenent substantially simlar to the original
| ease agreenent and the new | ease agreenent is made in good
faith and in a comercially reasonabl e manner, the | essee nay
recover fromthe | essor as danages:

* %
§ 2A519. Lessee's damages for nondelivery, repudiation, default
and breach of warranty in regard to accepted goods.

(a) Measure of danmages for nondelivery or rejection.--Except
as otherw se provided with respect to damages liquidated in the
| ease agreenent (section 2A504) or otherw se determ ned pursuant
to agreenent of the parties (sections [1102(c)] 1302 and 2A503),
if a lessee elects not to cover or a | essee elects to cover and
the cover is by | ease agreenent that for any reason does not
qualify for treatnment under section 2A518(b) (relating to cover;
substitute goods), or is by purchase or otherw se, the neasure
of danmages for nondelivery or repudiation by the | essor or for
rejection or revocation of acceptance by the |lessee is the

present value, as of the date of the default, of the then market
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rent m nus the present value as of the sanme date of the original
rent, conputed for the remaining | ease termof the origina

| ease agreenent, together with incidental and consequenti al
damages, | ess expenses saved in consequence of the lessor's
defaul t.

* * %

§ 2A526. Lessor's stoppage of delivery in transit or otherw se.
* * %
(b) When lessor loses right.--In pursuing its renedi es under
subsection (a), the lessor may stop delivery until:
* * %
(3) such an acknow edgnent to the | essee by a carrier

vi a reshi pnment or as [warehouseman] a_ war ehouse.

* * %

8§ 2A527. Lessor's rights to dispose of goods.

* x *

(b) Danages recoverabl e.--Except as otherw se provided with
respect to damages liquidated in the | ease agreenment (section
2A504) or otherw se determ ned pursuant to agreenent of the
parties (sections [1102(c)] 1302 and 2A503), if the disposition
is by | ease agreenent substantially simlar to the original
| ease agreenent and the | ease agreenent is made in good faith
and in a conmercially reasonabl e manner, the | essor may recover
fromthe | essee as danages:

* x *
§ 2A528. Lessor's damages for nonacceptance, failure to pay,
repudi ati on or other default.

(a) GCeneral rule.--Except as otherw se provided with respect
to damages liquidated in the | ease agreenent (section 2A504) or

ot herwi se determ ned pursuant to agreenent of the parties
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(sections [1102(c)] 1302 and 2A523), if a lessor elects to
retain the goods or a | essor elects to di spose of the goods and
the disposition is by |ease agreenent that for any reason does
not qualify for treatnment under section 2A527(b) (relating to
| essor's rights to dispose of goods), or is by sale or
ot herwi se, the |l essor may recover fromthe | essee as damages for
a default of the type described in section 2A523(a) or (c)(1)
(relating to lessor's renmedies) or, if agreed, for other default
of the |essee:

* x *

Section 7. The definitions of "good faith" and "prove" in
section 3103(a) of Title 13 are anmended to read:
§ 3103. Definitions and index of 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:

* x *

["CGood faith." Honesty in fact and the observance of
reasonabl e commerci al standards of fair dealing.]

* x *

"Prove.”" Wth respect to a fact nmeans to neet the burden of
establishing the fact (section 1201(b)(8)).

* x *

Section 8. The definition of "good faith" in section 4104(c)
of Title 13 is anended and t he subsection is anmended by addi ng a
definition to read:

§ 4104. Definitions and index of definitions.
* x *
(c) Index of definitions in other divisions.--The follow ng

definitions in other divisions apply to this division:
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* * %

"Control." Section 7106.

["Good faith." Section 3103.]

* %

Section 9. Section 4210(c) introductory paragraph of Title
13 is anended to read:

8§ 4210. Security interest of collecting bank in itens,
acconpanyi ng docunents and proceeds.

* %

(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 docunments and proceeds. So |ong as the bank does
not receive final settlenment for the itemor give up possession

of the item or possession or control of the 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:

* %

Section 10. The definitions of "good faith" and "prove" in
section 4A105(a) of Title 13 are anended to read:
§ 4A105. O her 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:

* %k

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

"Prove." Wth respect to a fact, neans to neet the burden of

establishing the fact (section 1201(b)(8)).
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* * %

Section 11. Sections 4A106(a), 4A204(b) and 5103(c) of Title
13 are amended to read:
8§ 4A106. Tinme paynent order is received.

(a) GCeneral rule.--The time of receipt of a paynment order or
comuni cation canceling or anmending a paynent order is
determ ned by the rules applicable to receipt of a notice stated
in section [1201 (relating to general definitions)] 1202

(relating to notice; know edge). A receiving bank may fix a

cutoff time or times on a funds-transfer business day for the
recei pt and processi ng of paynent orders and comruni cations
cancel ing or anendi ng paynent orders. Different cutoff tinmes may
apply to paynent orders, cancellations or anendnents or to
di fferent categories of paynent orders, cancellations or
anmendnents. A cutoff tine may apply to senders generally or
different cutoff times may apply to different senders or
categories of paynment orders. |If a paynent order or
communi cation canceling or amending a paynent order is received
after the close of a funds-transfer business day or after the
appropriate cutoff tinme on a funds-transfer business day, the
recei ving bank may treat the paynent order or communi cation as
recei ved at the opening of the next funds-transfer business day.

* %k
8§ 4A204. Refund of paynent and duty of customer to report wth

respect to unauthorized paynent order.

* %k

(b) Reasonable tine.--Reasonable tine under subsection (a)
may be fixed by agreenment as stated in section [1204(b)

(relating to time;] 1205(a) (relating to reasonable tine;

[ "seasonabl y"] seasonabl eness), but the obligation of a
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recei ving bank to refund paynent as stated in subsection (a) may
not ot herw se be varied by agreenent.
§ 5103. Scope.

* x *

(c) \Variation by agreenent or undertaking.--Wth the
exception of this subsection, subsections (a) and (d), the
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
assi gnment of proceeds), and except to the extent prohibited
under sections [1102(c)] 1302 (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 agreenent or undertaking
generally excusing liability or generally limting remedies for
failure to performobligations is not sufficient to vary
obl i gati ons prescribed by this division.

* x *

Section 12. Division 7 of Title 13 is anended to read:

[DIVISION 7
WAREHOUSE RECEI PTS, BILLS OF LADI NG
AND OTHER DOCUMENTS OF TI TLE
Chapt er
71. Cenera
72. \Warehouse Receipts: Special Provisions
73. Bills of Lading: Special Provisions
74. \Warehouse Receipts and Bills of Lading: General
ol i gations
75. Warehouse Receipts and Bills of Lading: Negotiation
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and Transfer
76. Warehouse Receipts and Bills of Lading: M scell aneous
Provi si ons
CHAPTER 71
CENERAL
Sec.
7101. Short title of division.
7102. Definitions and index of definitions.
7103. Relation of division to treaty, statute, tariff,
classification or regulation.
7104. Negoti abl e and nonnegoti abl e war ehouse receipt, bill
of | ading or other docunent of title.
7105. Construction agai nst negative inplication.
§ 7101. Short title of division.
This division shall be known and may be cited as the Uniform
Commercial Code, Article 7, Docunments of Title.
§ 7102. 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 ot herw se, the neanings given to themin this
subsecti on:
"Bailee." The person who by a warehouse receipt, bill of
| adi ng or other docunent of title acknow edges possessi on of

goods and contracts to deliver them

"Consignee."” The person naned in a bill to whomor to whose
order the bill prom ses delivery.
"Consignor." The person naned in a bill as the person from

whom t he goods have been received for shipnent.
"Delivery order.” A witten order to deliver goods directed

to a warehouseman, carrier or other person who in the ordinary
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course of business issues warehouse receipts or bills of |ading.

"Docunent."” Docunent of title as defined in section 1201
(relating to general definitions).

"Goods." Al things which are treated as novable for the
pur poses of a contract of storage or transportation.

"Issuer."” A bailee who issues a docunment except that in
relation to an unaccepted delivery order it neans the person who
orders the possessor of goods to deliver. Issuer includes any
person for whom an agent or enployee purports to act in issuing
a docunent if the agent or enployee has real or apparent
authority to issue docunents, notw thstandi ng that the issuer
recei ved no goods or that the goods were m sdescribed or that in
any ot her respect the agent or enployee violated his
i nstructions.

"War ehouseman.” A person engaged in the business of storing
goods for hire.

(b) Index of other definitions in division.--Qher
definitions applying to this division or to specified chapters
t hereof, and the sections in which they appear are:

"Duly negotiate.” Section 7501.

"Person entitled under the docunment.” Section 7403(d).

(c) Index of definitions in other divisions.--Definitions in
ot her divisions applying to this division and the sections in
whi ch they appear are:

"Contract for sale.” Section 2106.

"Overseas." Section 2323.

"Recei pt" of goods. Section 2103.

(d) Applicability of general definitions and principles.--In
addition Division 1 (relating to general provisions) contains

general definitions and principles of construction and
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interpretation applicable throughout this division.
§ 7103. Relation of division to treaty, statute, tariff,
classification or regulation.

To the extent that any treaty or statute of the United
States, regulatory statute of this Commonwealth or tariff,
classification or regulation filed or issued pursuant thereto is
appl i cabl e, the provisions of this division are subject thereto.
§ 7104. Negotiabl e and nonnegoti abl e war ehouse receipt, bill of

| adi ng or ot her docunent of title.

(a) Negotiable docunent of title.--A warehouse receipt, bil
of lading or other docunent of title is negotiable:

(1) if by its terns the goods are to be delivered to
bearer or to the order of a named person; or

(2) where recognized in overseas trade, if it runs to a
named person or assigns.

(b) Nonnegoti abl e docunent of title.--Any other docunent is
nonnegotiable. A bill of lading in which it is stated that the
goods are consigned to a naned person is not nade negoti abl e by
a provision that the goods are to be delivered only against a
witten order signed by the sanme or anot her naned person.

§ 7105. Construction against negative inplication.

The omi ssion fromeither Chapter 72 (relating to warehouse
recei pts: special provisions) or Chapter 73 (relating to bills
of | ading: special provisions) of a provision corresponding to a
provi sion made in the other chapter does not inply that a
corresponding rule of law is not applicable.

CHAPTER 72
WAREHOUSE RECEI PTS: SPECI AL PROVI SI ONS
Sec.

7201. Who may i ssue warehouse recei pt; storage under
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1 gover nment bond.

2 7202. Form of warehouse receipt; essential termnms; optional

3 terns.

4 7203. Liability for nonreceipt or msdescription.

5 7204. Duty of care; contractual limtation of liability of

6 war ehousenan.

7 7205. Title under warehouse recei pt defeated in certain cases.
8 7206. Term nation of storage at option of warehouseman.

9 7207. Goods nust be kept separate; fungi bl e goods.

10 7208. Altered warehouse receipts.

11 7209. Lien of warehousenan.

12 7210. Enforcenent of |ien of warehouseman.

13 § 7201. Wo may issue warehouse receipt; storage under

14 gover nment bond.

15 (a) Who nay issue warehouse receipt.--A warehouse receipt
16 nmay be issued by any warehouseman.

17 (b) Storage under governnent bond. --Were goods including
18 distilled spirits and agricultural commodities are stored under
19 a statute requiring a bond against withdrawal or a |license for
20 the issuance of receipts in the nature of warehouse receipts, a
21 receipt issued for the goods has like effect as a warehouse
22 receipt even though issued by a person who is the owner of the
23 goods and is not a warehousenman.
24 § 7202. Form of warehouse receipt; essential terns; optional
25 terns.
26 (a) Form of warehouse receipt.--A warehouse recei pt need not
27 be in any particular form
28 (b) Essential terns.--Unless a warehouse recei pt enbodies
29 withinits witten or printed ternms each of the foll ow ng, the

30 warehouseman is |liable for damages caused by the om ssion to a
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1 person injured thereby:

2 (1) The location of the warehouse where the goods are

3 st or ed.

4 (2) The date of issue of the receipt.

5 (3) The consecutive nunber of the receipt.

6 (4) A statenment whether the goods received will be

7 delivered to the bearer, to a specified person, or to a

8 speci fied person or his order.

9 (5) The rate of storage and handling charges, except

10 t hat where goods are stored under a field warehousing

11 arrangenent a statenent of that fact is sufficient on a

12 nonnegot i abl e recei pt.

13 (6) A description of the goods or of the packages

14 cont ai ni ng them

15 (7) The signature of the warehouseman, which nmay be nade
16 by his authorized agent.

17 (8) If the receipt is issued for goods of which the

18 war ehouseman i s owner, either solely or jointly or in conmon
19 with others, the fact of such ownership.
20 (9) A statenent of the anpbunt of advances made and of
21 liabilities incurred for which the warehouseman clains a |ien
22 or security interest (section 7209 (relating to lien of
23 war ehouseman)). |If the precise anmount of such advances nade
24 or of such liabilities incurred is, at the time of the issue
25 of the receipt, unknown to the warehousenman or to his agent
26 who issues it, a statenent of the fact that advances have
27 been made or liabilities incurred and the purpose thereof is
28 sufficient.
29 (c) Optional termns.--A warehousenman may insert in his

30 receipt any other terns which are not contrary to the provisions
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of this title and do not inpair his obligation of delivery
(section 7403) or his duty of care (section 7204). Any contrary
provi sions shall be ineffective.

§ 7203. Liability for nonreceipt or m sdescription.

A party to or purchaser for value in good faith of a docunent
of title other than a bill of lading relying in either case upon
t he description therein of the goods, may recover fromthe
i ssuer danages caused by the nonrecei pt or msdescription of the
goods, except to the extent that the docunment conspicuously
i ndi cates that the issuer does not know whether any part or al
of the goods in fact were received or conformto the
description, as where the descriptionis in terns of marks or
| abel s or kind, quantity or condition, or the receipt or
description is qualified by "contents, condition and quality

unknown, " "said to contain" or the like, if such indication be

true, or the party or purchaser otherw se has noti ce.

§ 7204. Duty of care; contractual limtation of liability of
war ehousemnan.

(a) Duty of care.--A warehouseman is |iable for damages for
| oss of or injury to the goods caused by his failure to exercise
such care in regard to themas a reasonably careful man woul d
exerci se under like circunstances but unless otherw se agreed he
is not |iable for danages which could not have been avoi ded by
t he exercise of such care.

(b) Contractual limtation of liability.--Damges may be
limted by a termin the warehouse recei pt or storage agreenent
[imting the amount of liability in case of |oss or damage, and
setting forth a specific liability per article or item or val ue

per unit of weight beyond which the warehouseman shall not be

| iabl e; provided, however, that such liability may on witten
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request of the bailor at the tine of signing such storage
agreenent or within a reasonable tinme after receipt of the

war ehouse recei pt be increased on part or all of the goods

t hereunder, in which event increased rates nay be charged based
on such increased valuation, but that no such increase shall be
permtted contrary to a lawful |imtation of liability contained
inthe tariff of the warehouseman, if any. No such limtation is
effective with respect to the liability of the warehousenman for
conversion to his own use.

(c) Provisions for presenting clains and instituting
actions. --Reasonabl e provisions as to the tinme and manner of
presenting clainms and instituting actions based on the bail nment
may be included in the warehouse receipt or tariff.

§ 7205. Title under warehouse receipt defeated in certain
cases.

A buyer in the ordinary course of business of fungible goods
sold and delivered by a warehouseman who is also in the business
of buying and selling such goods takes free of any claimunder a
war ehouse recei pt even though it has been duly negoti at ed.

§ 7206. Term nation of storage at option of warehousenman.

(a) GCeneral rule.--A warehousenan may on notifying the
person on whose account the goods are held and any ot her person
known to claiman interest in the goods require paynent of any
charges and renoval of the goods fromthe warehouse at the
term nation of the period of storage fixed by the docunent, or,
if no period is fixed within a stated period not |ess than 30
days after the notification. If the goods are not renoved before
the date specified in the notification, the warehouseman may
sell themin accordance with the provisions of section 7210

(relating to enforcenent of |ien of warehouseman).
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(b) Goods about to decline in value.--1f a warehousenan in
good faith believes that the goods are about to deteriorate or
decline in value to |l ess than the amount of his lien within the
time prescribed in subsection (a) for notification,
advertisenment and sal e, the warehouseman may specify in the
notification any reasonable shorter tine for renoval of the
goods and in case the goods are not renoved, nay sell them at
public sale held not |ess than one week after a single
advertisenment or posting.

(c) Hazardous goods.--If as a result of a quality or
condition of the goods of which the warehouseman had no notice
at the time of deposit the goods are a hazard to other property
or to the warehouse or to persons, the warehouseman may sell the
goods at public or private sale w thout advertisenent on
reasonabl e notification to all persons known to claiman
interest in the goods. If the warehouseman after a reasonabl e
effort is unable to sell the goods he nay di spose of themin any
| awf ul manner and shall incur no liability by reason of such
di sposition.

(d) Delivery of goods upon demand. --The warehouseman mnust
deliver the goods to any person entitled to themunder this
di vi si on upon due demand nade at any tinme prior to sale or other
di sposition under this section.

(e) Disposition of proceeds of sale.--The warehouseman may
satisfy his lien fromthe proceeds of any sale or disposition
under this section but nust hold the balance for delivery on the
demand of any person to whom he woul d have been bound to deliver
t he goods.

§ 7207. Goods nust be kept separate; fungible goods.

(a) General rule.--Unless the warehouse recei pt otherw se
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provi des, a warehouseman nust keep separate the goods covered by
each receipt so as to permt at all tines identification and
delivery of those goods except that different |ots of fungible
goods may be commi ngl ed.

(b) Conm ngl ed fungi bl e goods. --Fungi bl e goods so conm ngl ed
are owned in common by the persons entitled thereto and the
war ehouseman is severally |liable to each owner for the share of
t hat owner. \Were because of overissue a mass of fungi bl e goods
is insufficient to neet all the receipts which the warehouseman
has i ssued against it, the persons entitled include all hol ders
to whom overi ssued recei pts have been duly negoti at ed.

§ 7208. Altered warehouse receipts.

Where a blank in a negotiabl e warehouse recei pt has been
filled in without authority, a purchaser for value and w thout
notice of the want of authority may treat the insertion as
aut hori zed. Any other unauthorized alteration | eaves any receipt
enf orceabl e agai nst the issuer according to its original tenor.
§ 7209. Lien of warehousenan.

(a) Charges and expenses covered by lien.--A warehousenan
has a |lien against the bailor on the goods covered by a
war ehouse recei pt or on the proceeds thereof in his possession
for charges for storage or transportation (including denurrage
and term nal charges), insurance, |abor, or charges present or
future in relation to the goods, and for expenses necessary for
preservation of the goods or reasonably incurred in their sale
pursuant to law. |If the person on whose account the goods are
held is liable for |ike charges or expenses in relation to other
goods whenever deposited and it is stated in the receipt that a
lien is clainmed for charges and expenses in relation to other

goods, the warehouseman al so has a |ien against himfor such
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charges and expenses whether or not the other goods have been
del i vered by the warehouseman. But agai nst a person to whom a
negoti abl e war ehouse receipt is duly negotiated the lien of a
war ehouseman is limted to charges in an amount or at a rate
specified on the receipt or if no charges are so specified then
to a reasonable charge for storage of the goods covered by the
recei pt subsequent to the date of the receipt.

(b) Reservation of security interest for other charges.--The
war ehouseman nmay al so reserve a security interest against the
bail or for a maxi mum anount specified on the receipt for charges
ot her than those specified in subsection (a), such as for nopney
advanced and interest. Such a security interest is governed by
Division 9 (relating to secured transactions).

(c) O her persons against whomlien or security interest
effective. --

(1) The lien of a warehouseman for charges and expenses
under subsection (a) or a security interest under subsection
(b) is also effective against any person who so entrusted the
bail or with possession of the goods that a pledge of them by
himto a good faith purchaser for value would have been valid
but is not effective against a person as to whomthe docunent
confers no right in the goods covered by it under section
7503 (relating to docunent of title to goods defeated in
certain cases).

(2) The lien of a warehouseman on househol d goods for
charges and expenses in relation to the goods under
subsection (a) is also effective against all persons if the
depositor was the | egal possessor of the goods at the tine of
deposit. "Household goods" neans furniture, furnishings and

personal effects used by the depositor in a dwelling.
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(d) Loss of lien.--A warehousenan | oses his |lien on any
goods which he voluntarily delivers or which he unjustifiably
refuses to deliver.

§ 7210. Enforcenent of |lien of warehousenman.

(a) Sale of goods to enforce lien.--Except as provided in
subsection (b), the lien of a warehouseman nay be enforced by
public or private sale of the goods in block or in parcels, at
any time or place and on any terns which are conmercially
reasonabl e, after notifying all persons known to claiman
interest in the goods. Such notification nmust include a
statement of the amount due, the nature of the proposed sal e and
the tinme and place of any public sale. The fact that a better
price could have been obtained by a sale at a different tinme or
in adifferent method fromthat selected by the warehouseman is
not of itself sufficient to establish that the sale was not made
in a conmercially reasonable manner. If the warehousenman either
sells the goods in the usual manner in any recogni zed narket
therefor, or if he sells at the price current in such nmarket at
the tinme of his sale, or if he has otherwise sold in conformty
with comrercially reasonabl e practices anong dealers in the type
of goods sold, he has sold in a comercially reasonabl e manner.
A sal e of nore goods than apparently necessary to be offered to
insure satisfaction of the obligation is not comrercially
reasonabl e except in cases covered by the precedi ng sentence.

(b) Procedure for enforcenment of lien.--The lien of a
war ehouseman on goods ot her than goods stored by a nerchant in
the course of his business may be enforced only as foll ows:

(1) Al persons known to claiman interest in the goods
nmust be notified.

(2) The notification nust be delivered in person or sent
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by registered or certified letter to the |ast known address

of any person to be notifi ed.

(3) The notification nust include an item zed statenent
of the claim a description of the goods subject to the lien,
a demand for paynent within a specified time not |ess than
ten days after receipt of the notification, and a conspi cuous
statement that unless the claimis paid within that tine the
goods will be advertised for sale and sold by auction at a
specified tinme and pl ace.

(4) The sale nust conformto the terns of the
notification.

(5) The sale nust be held at the nearest suitable place
to that where the goods are held or stored.

(6) After the expiration of the time given in the
notification, an advertisenent of the sale nust be published
once a week for two weeks consecutively in a newspaper of
general circulation where the sale is to be held. The
advertisement nust include a description of the goods, the
nanme of the person on whose account they are being held, and
the tinme and place of the sale. The sale nust take place at
| east 15 days after the first publication. If there is no
newspaper of general circulation where the sale is to be held
t he adverti sement nmust be posted at |east ten days before the
sale in not |ess than six conspicuous places in the
nei ghbor hood of the proposed sale.

(c) Satisfaction of lien prior to sale.--Before any sale
pursuant to this section any person clainmng a right in the
goods may pay the anmpbunt necessary to satisfy the lien and the
reasonabl e expenses incurred under this section. In that event

t he goods nust not be sold, but nust be retained by the
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war ehouseman subject to the terns of the receipt and this
di vi si on.

(d) Warehouseman may purchase at public sale.--The
war ehouseman may buy at any public sale pursuant to this
secti on.

(e) Rights acquired by good faith purchaser.--A purchaser in
good faith of goods sold to enforce the |ien of a warehousenan
t akes the goods free of any rights of persons agai nst whomthe
lien was valid, despite nonconpliance by the warehouseman with
the requirenments of this section.

(f) Disposition of proceeds of sale.--The warehouseman may
satisfy his lien fromthe proceeds of any sale pursuant to this
section but nmust hold the balance, if any, for delivery on
demand to any person to whom he woul d have been bound to deliver
t he goods.

(g) Rights under section not exclusive.--The rights provided
by this section shall be in addition to all other rights all owed
by law to a creditor against his debtor.

(h) Lien on goods stored by nerchant in course of
busi ness.--Were a lien is on goods stored by a merchant in the
course of his business the |lien my be enforced in accordance
wi th either subsection (a) or (b).

(i) VLiability of warehouseman for nonconpliance. --The
war ehouseman is |liable for damages caused by failure to conply
with the requirenents for sale under this section and in case of
willful violation is liable for conversion.

CHAPTER 73
Bl LLS OF LADI NG SPECI AL PROVI SI ONS
Sec.

7301. Liability for nonreceipt or msdescription; "said to
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contain"; "shipper's weight, [oad and count”; i nproper
handl i ng.
7302. Through bills of lading and simlar docunents.
7303. Diversion; reconsignnent; change of instructions.
7304. Bills of lading in a set.
7305. Destination bills.
7306. Altered bills of Iading.
7307. Lien of carrier.
7308. Enforcenent of lien of carrier.
7309. Duty of care; contractual limtation of liability of
carrier.
§ 7301. Liability for nonreceipt or m sdescription; "said to
contain"; "shipper's weight, |oad and count”;
i mproper handl i ng.

(a) VLiability of issuer for nonreceipt or msdescription.--A
consi gnee of a nonnegotiable bill who has given value in good
faith or a holder to whom a negotiable bill has been duly
negotiated relying in either case upon the description therein
of the goods, or upon the date therein shown, may recover from
the i ssuer damages caused by the misdating of the bill or the
nonrecei pt or m sdescription of the goods, except to the extent
t hat the docunent indicates that the issuer does not know
whet her any part or all of the goods in fact were received or
conformto the description, as where the descriptionis in terns
of marks or |abels or kind, quantity, or condition or the

recei pt or description is qualified by "contents or condition of

contents of packages unknown," "said to contain," "shipper's
wei ght, load and count” or the like, if such indication be true.
(b) Duty of carrier issuer |oading goods.--Wen goods are

| oaded by an issuer who is a conmon carrier, the issuer nust
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count the packages of goods if package freight and ascertain the
kind and quantity if bulk freight. In such cases "shipper's

wei ght, | oad and count” or other words indicating that the
description was nade by the shipper are ineffective except as to
frei ght conceal ed by packages.

(c) Duty of carrier issuer when freight |oaded by shipper.--
When bul k freight is | oaded by a shi pper who nmakes avail able to
the i ssuer adequate facilities for weighing such freight, an
i ssuer who is a common carrier nust ascertain the kind and
guantity within a reasonable time after receiving the witten
request of the shipper to do so. In such cases "shipper's
wei ght" or other words of |ike purport are ineffective.

(d) VLiability of issuer for inproper |oading.--The issuer
may by inserting in the bill the words "shipper's weight, |oad
and count™ or other words of |ike purport indicate that the
goods were | oaded by the shipper; and if such statenment be true
the issuer shall not be liable for damages caused by the
i nproper | oading. But their om ssion does not inply liability
for such damages.

(e) Guaranty of shipper.--The shipper shall be deened to
have guaranteed to the issuer the accuracy at the tinme of
shi pment of the description, marks, |abels, nunber, Kkind,
guantity, condition and weight, as furnished by him and the
shi pper shall indemify the issuer agai nst danage caused by
i naccuracies in such particulars. The right of the issuer to
such indemity shall in no way limt his responsibility and
liability under the contract of carriage to any person other
t han t he shi pper.

§ 7302. Through bills of lading and simlar docunents.

(a) VLiability of issuer for acts of other persons.--The
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i ssuer of a through bill of lading or other docunment enbodyi ng
an undertaking to be perforned in part by persons acting as its
agents or by connecting carriers is |liable to anyone entitled to
recover on the docunent for any breach by such other persons or
by a connecting carrier of its obligation under the docunent but
to the extent that the bill covers an undertaking to be
performed overseas or in territory not contiguous to the
continental United States or an undertaking including mtters

ot her than transportation this liability my be varied by
agreenent of the parties.

(b) O her person subjected to obligation of issuer.--Were
goods covered by a through bill of |ading or other docunent
enbodyi ng an undertaking to be perfornmed in part by persons
ot her than the issuer are received by any such person, he is
subject with respect to his own performance while the goods are
in his possession to the obligation of the issuer. Hs
obligation is discharged by delivery of the goods to another
such person pursuant to the docunent, and does not i ncl ude
liability for breach by any other such persons or by the issuer.

(c) Recovery by issuer against other persons.--The issuer of
such through bill of |ading or other docunent shall be entitled
to recover fromthe connecting carrier or such other person in
possessi on of the goods when the breach of the obligation under
t he docunent occurred, the anount it may be required to pay to
anyone entitled to recover on the docunent therefor, as may be
evi denced by any receipt, judgnment, or transcript thereof, and
t he amobunt of any expense reasonably incurred by it in defending
any action brought by anyone entitled to recover on the docunent
t heref or.

8§ 7303. Diversion; reconsignnent; change of instructions.
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(a) GCeneral rule.--Unless the bill of |ading otherw se
provi des, the carrier may deliver the goods to a person or
destination other than that stated in the bill or may otherw se
di spose of the goods on instructions from

(1) the holder of a negotiable bill;

(2) the consignor on a nonnegotiable bil
notwi t hstandi ng contrary instructions fromthe consi gnee;

(3) the consignee on a nonnegotiable bill in the absence
of contrary instructions fromthe consignor, if the goods
have arrived at the billed destination or if the consignee is
i n possession of the bill; or

(4) the consignee on a nonnegotiable bill if he is
entitled as against the consignor to dispose of them
(b) VLiability of bailee when instructions not on docunent. --

Unl ess such instructions are noted on a negotiable bill of

| ading, a person to whomthe bill is duly negotiated can hol d
the bail ee according to the original termns.

§ 7304. Bills of lading in a set.

(a) General rule.--Except where customary in overseas
transportation, a bill of lading nust not be issued in a set of
parts. The issuer is liable for damages caused by viol ation of
this subsection.

(b) Set of parts constitutes one bill.--Were a bill of
lading is lawfully drawn in a set of parts, each of which is
nunbered and expressed to be valid only if the goods have not
been delivered agai nst any other part, the whole of the parts
constitute one bill.

(c) Negotiation of parts of set to different persons.--Were
a bill of lading is lawmfully issued in a set of parts and

different parts are negotiated to different persons, the title
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of the holder to whomthe first due negotiation is nade prevails
as to both the docunent and the goods even though any |ater

hol der may have received the goods fromthe carrier in good
faith and di scharged the obligation of the carrier by surrender
of his part.

(d) Liability for negotiation of single part of set.--Any
person who negotiates or transfers a single part of a bill of
lading drawn in a set is liable to holders of that part as if it
were the whol e set.

(e) Duty of bailee upon presentation of part of set.--The
bailee is obliged to deliver in accordance with Chapter 74
(relating to warehouse receipts and bills of |ading: general
obl i gations) against the first presented part of a bill of
lading lawfully drawn in a set. Such delivery discharges the
obligation of the bailee on the whole bill.

§ 7305. Destination bills.

(a) Destination bill procured by carrier.--I1nstead of
issuing a bill of lading to the consignor at the place of
shipnent a carrier nmay at the request of the consignor procure
the bill to be issued at destination or at any other place
designated in the request.

(b) Substitute bill procured by issuer.--Upon request of
anyone entitled as against the carrier to control the goods
while in transit and on surrender of any outstanding bill of
| adi ng or other receipt covering such goods, the issuer may
procure a substitute bill to be issued at any pl ace desi gnated
in the request.

§ 7306. Altered bills of Iading.
An unaut hori zed alteration or filling in of a blank in a bill

of lading | eaves the bill enforceable according to its original
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t enor .
§ 7307. Lien of carrier.

(a) Charges and expenses covered by lien.--A carrier has a
lien on the goods covered by a bill of lading for charges
subsequent to the date of its receipt of the goods for storage
or transportation (including demurrage and term nal charges) and
for expenses necessary for preservation of the goods or incident
to their transportation or reasonably incurred in their sale
pursuant to |law. But agai nst a purchaser for value of a
negotiable bill of lading the lien of a carrier is limted to
charges stated in the bill or the applicable tariffs, or if no
charges are stated then to a reasonabl e charge.

(b) Persons agai nst whomlien effective.--A lien for charges
and expenses under subsection (a) on goods which the carrier was
required by law to receive for transportation is effective
agai nst the consignor or any person entitled to the goods unl ess
the carrier had notice that the consignor |acked authority to
subj ect the goods to such charges and expenses. Any other |ien
under subsection (a) is effective against the consignor and any
person who permtted the bailor to have control or possession of
t he goods unless the carrier had notice that the bailor |acked
such authority.

(c) Loss of lien.--A carrier loses his |ien on any goods
whi ch he voluntarily delivers or which he unjustifiably refuses
to deliver.

§ 7308. Enforcenent of lien of carrier.

(a) Sale of goods to enforce lien.--The lien of a carrier
may be enforced by public or private sale of the goods, in block
or in parcels, at any time or place and on any ternms which are

commercially reasonable, after notifying all persons known to
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claiman interest in the goods. Such notification nust include a
stat ement of the amount due, the nature of the proposed sale and
the tinme and place of any public sale. The fact that a better
price could have been obtained by a sale at a different tinme or
in adifferent method fromthat selected by the carrier is not
of itself sufficient to establish that the sale was not made in
a commercially reasonable manner. If the carrier either sells
the goods in the usual manner in any recogni zed market therefor
or if he sells at the price current in such market at the tine
of his sale or if he has otherwise sold in conformty wth
commercially reasonabl e practices anong dealers in the type of
goods sold he has sold in a comrercially reasonable manner. A
sal e of nore goods than apparently necessary to be offered to
ensure satisfaction of the obligation is not conmercially
reasonabl e except in cases covered by the precedi ng sentence.

(b) Satisfaction of lien prior to sale.--Before any sale
pursuant to this section any person claimng a right in the
goods may pay the anmobunt necessary to satisfy the lien and the
reasonabl e expenses incurred under this section. In that event
t he goods nust not be sold, but nust be retained by the carrier
subject to the terns of the bill and this division.

(c) Carrier may purchase at public sale.--The carrier nmay
buy at any public sale pursuant to this section.

(d) Rights acquired by good faith purchaser.--A purchaser in
good faith of goods sold to enforce the lien of a carrier takes
the goods free of any rights of persons against whomthe |lien
was valid, despite nonconpliance by the carrier with the
requi renents of this section.

(e) Disposition of proceeds of sale.--The carrier may

satisfy his lien fromthe proceeds of any sale pursuant to this
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section but nmust hold the balance, if any, for delivery on
demand to any person to whom he woul d have been bound to deliver
t he goods.

(f) Rights under section not exclusive.--The rights provided
by this section shall be in addition to all other rights all owed
by law to a creditor against his debtor.

(g) Alternative nmethods of enforcing lien.--The lien of a
carrier may be enforced in accordance with either subsection (a)
or the procedure set forth in section 7210(b) (relating to
enforcenent of |ien of warehousenman).

(h) VLiability of carrier for nonconpliance.--The carrier is
| iable for damages caused by failure to conply with the
requi renents for sale under this section and in case of wllful
violation is liable for conversion.

§ 7309. Duty of care; contractual limtation of liability of
carrier.

(a) Duty of care.--A carrier who issues a bill of |ading
whet her negoti abl e or nonnegoti abl e nust exerci se the degree of
care in relation to the goods which a reasonably careful man
woul d exerci se under |ike circunstances. This subsection does
not repeal or change any law or rule of |aw which inposes
l[iability upon a common carrier for danages not caused by its
negl i gence.

(b) Contractual limtation of liability.--Damges may be
l[imted by a provision that the liability of the carrier shal
not exceed a value stated in the docunent if the rates of the
carrier are dependent upon value and the consignor by the tariff
of the carrier is afforded an opportunity to declare a higher
value or a value as lawfully provided in the tariff, or where no

tariff is filed he is otherw se advised of such opportunity; but
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no such limtation is effective with respect to the liability of
the carrier for conversion to its own use.

(c) Provisions for presenting clains and instituting
actions. --Reasonabl e provisions as to the tinme and manner of
presenting clainms and instituting actions based on the shipnent
may be included in a bill of lading or tariff.

CHAPTER 74
WAREHOUSE RECEI PTS AND BI LLS OF LADI NG
CENERAL OBLI GATI ONS

Sec.

7401. Irregularities in issue of receipt or bill or conduct of
i ssuer.

7402. Duplicate receipt or bill; overissue.

7403. oligation of warehouseman or carrier to deliver; excuse.
7404. No liability for good faith delivery pursuant to receipt
or bill.
§ 7401. Irreqgularities in issue of receipt or bill or conduct
of issuer.
The obligations inposed by this division on an issuer apply
to a docunent of title regardless of the fact that:
(1) the docunment may not conply with the requirenents of
this division or of any other law or regulation regarding its
i ssue, formor content;
(2) the issuer may have violated |aws regul ating the
conduct of his business;
(3) the goods covered by the docunent were owned by the
bail ee at the tine the docunent was issued; or
(4) the person issuing the docunment does not come within
the definition of warehouseman if it purports to be a

war ehouse recei pt.
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§ 7402. Duplicate receipt or bill; overissue.

Nei ther a duplicate nor any other docunent of title
purporting to cover goods already represented by an outstandi ng
docunent of the same issuer confers any right in the goods,
except as provided in the case of bills in a set, overissue of
docunents for fungible goods and substitutes for |ost, stolen or
destroyed docunents. But the issuer is liable for damages caused
by his overissue or failure to identify a duplicate docunent as
such by conspi cuous notation on its face.

§ 7403. bligation of warehouseman or carrier to deliver;
excuse.

(a) GCeneral rule.--The bailee nust deliver the goods to a
person entitled under the docunent who conplies with subsections
(b) and (c), unless and to the extent that the bailee
establ i shes any of the follow ng:

(1) Delivery of the goods to a person whose recei pt was
rightful as agai nst the claimant.

(2) Danage to or delay, |loss or destruction of the goods
for which the bailee is not |liable, but the burden of
establishing negligence in such cases is on the person
entitled under the docunent.

(3) Previous sale or other disposition of the goods in
| awful enforcenent of a lien or on lawful term nation of
storage by a warehousemnan.

(4) The exercise by a seller of his right to stop
delivery pursuant to the provisions of Division 2 (section
2705).

(5) A diversion, reconsignnent or other disposition
pursuant to the provisions of this division (section 7303) or

tariff regulating such right.
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(6) Release, satisfaction or any other fact affording a
per sonal defense agai nst the clai mant.
(7) Any other |awful excuse.

(b) Satisfaction of lien.--A person claimng goods covered
by a docunent of title nust satisfy the lien of the bail ee where
the bail ee so requests or where the bailee is prohibited by |aw
fromdelivering the goods until the charges are paid.

(c) Surrender of negotiable docunent.--Unless the person
claimng is one agai nst whomthe docunent confers no right under
section 7503(a) (relating to docunent of title to goods defeated
in certain cases), he nmust surrender for cancellation or
notation of partial deliveries any outstandi ng negotiabl e
docunent covering the goods, and the bail ee nmust cancel the
docunent or conspicuously note the partial delivery thereon or
be liable to any person to whomthe docunent is duly negoti ated.

(d) Definition of "person entitled under the docunent”.--
"Person entitled under the docunment™ nmeans holder in the case of
a negoti abl e docunent, or the person to whomdelivery is to be
made by the ternms of or pursuant to witten instructions under a
nonnegot i abl e docunent .

8§ 7404. No liability for good faith delivery pursuant to
recei pt or bill.

A bailee who in good faith including observance of reasonabl e
commer ci al standards has received goods and delivered or
ot herwi se di sposed of themaccording to the terns of the
docunent of title or pursuant to this division is not |iable
therefor. This rule applies even though the person from whom he
recei ved the goods had no authority to procure the docunment or
to di spose of the goods and even though the person to whom he

del i vered the goods had no authority to receive them
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1 CHAPTER 75

2 WAREHOUSE RECEI PTS AND BI LLS OF LADI NG

3 NEGOTI ATI ON AND TRANSFER

4 Sec.

5 7501. Form of negotiation and requirenents of "due

6 negoti ation.”

7 7502. Rights acquired by due negotiation.

8 7503. Docunent of title to goods defeated in certain cases.

9 7504. Rights acquired in absence of due negotiation; effect

10 of diversion; stoppage by seller of delivery.

11 7505. Indorser not guarantor for other parties.

12 7506. Delivery wi thout indorsenent: right to conpel

13 i ndor senent .

14 7507. Warranties on negotiation or transfer of receipt or bill.
15 7508. Warranties of collecting bank as to docunents.

16 7509. Receipt or bill: when adequate conpliance with

17 commerci al contract.

18 § 7501. Form of negotiation and requirenents of "due

19 negoti ation.”
20 (a) Negotiation by indorsenent and delivery.--A negotiable
21 docunent of title running to the order of a named person is
22 negotiated by his indorsement and delivery. After his
23 indorsenment in blank or to bearer any person can negotiate it by
24 delivery al one.
25 (b) Negotiation by delivery.--
26 (1) A negotiable docunent of title is also negotiated by
27 delivery alone when by its original ternms it runs to bearer.
28 (2) Wen a docunent running to the order of a naned
29 person is delivered to himthe effect is the sane as if the
30 docunent had been negoti at ed.
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(c) Negotiation by special indorsee.--Negotiation of a
negoti abl e docunment of title after it has been indorsed to a
speci fied person requires indorsenent by the special indorsee as
wel | as delivery.

(d) Definition of "duly negotiated".--A negotiabl e docunent
of title is "duly negotiated" when it is negotiated in the
manner stated in this section to a holder who purchases it in
good faith w thout notice of any defense against or claimto it
on the part of any person and for value, unless it is
established that the negotiation is not in the regular course of
busi ness or financing or involves receiving the docunent in
settl enent or paynent of a noney obligation.

(e) Indorsenent of nonnegoti abl e docunent.--Indorsenment of a
nonnegot i abl e docunent neither nakes it negotiable nor adds to
the rights of the transferee.

(f) Naming person to be notified of arrival of goods.--The
namng in a negotiable bill of a person to be notified of the
arrival of the goods does not limt the negotiability of the
bill nor constitute notice to a purchaser thereof of any
i nterest of such person in the goods.

§ 7502. Rights acquired by due negoti ation.

(a) GCeneral rule.--Subject to section 7205 (relating to
title under warehouse receipt defeated in certain cases) on
fungi bl e goods and section 7503 (relating to docunent of title
to goods defeated in certain cases), a holder to whom a
negoti abl e docunment of title has been duly negotiated acquires
t her eby:

(1) title to the docunent;
(2) title to the goods;

(3) all rights accruing under the | aw of agency or
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estoppel, including rights to goods delivered to the bailee

after the document was issued; and

(4) the direct obligation of the issuer to hold or
deliver the goods according to the terns of the docunent free
of any defense or claimby himexcept those arising under the
ternms of the docunment or under this division. In the case of
a delivery order the obligation of the bail ee accrues only
upon acceptance and the obligation acquired by the holder is
that the issuer and any indorser will procure the acceptance
of the bail ee.

(b) Rights acquired unaffected by certain matters. --Subject
to section 7503, title and rights so acquired are not defeated
by any stoppage of the goods represented by the docunent or by
surrender of such goods by the bailee, and are not inpaired even
t hough the negotiation or any prior negotiation constituted a
breach of duty or even though any person has been deprived of
possessi on of the docunment by m srepresentation, fraud,
accident, m stake, duress, |loss, theft or conversion, or even
t hough a previous sale or other transfer of the goods or
docunent has been nade to a third person.

§ 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))
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1 or with power of disposition under this title (section 2403

2 (relating to power to transfer; good faith purchase of goods;
3 "entrusting”) and section 9320 (relating to buyer of goods))
4 or other statute or rule of |aw nor

5 (2) acquiesced in the procedure by the bailor or his

6 nom nee of any docunent of title.

7 (b) Subordination of title based upon unaccepted delivery

8 order.--Title to goods based upon an unaccepted delivery order

9 is subject to the rights of anyone to whom a negoti abl e

10 warehouse receipt or bill of |ading governing the goods has been
11 duly negotiated. Such a title may be defeated under section 7504
12 (relating to rights acquired in absence of due negotiation;

13 effect of diversion; stoppage by seller of delivery) to the sane
14 extent as the rights of the issuer or a transferee fromthe

15 issuer.

16 (c) Subordination of title based upon bill to freight

17 forwarder.--Title to goods based upon a bill of lading issued to
18 a freight forwarder is subject to the rights of anyone to whom a
19 bill issued by the freight forwarder covering such goods has
20 been duly negotiated; but delivery by the carrier in accordance
21 with Chapter 74 (relating to warehouse receipts and bills of
22 lading: general obligations) pursuant to its own bill of |ading
23 discharges the obligation of the carrier to deliver.
24 § 7504. Rights acquired in absence of due negotiation; effect
25 of diversion; stoppage by seller of delivery.
26 (a) Rights of transferee when docunent delivered but not
27 negotiated.--A transferee of a docunent, whether negotiable or
28 nonnegoti able, to whomthe docunent has been delivered but not
29 duly negotiated, acquires the title and rights which his

30 transferor had or had actual authority to convey.
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(b) Defeat of rights of transferee of nonnegotiabl e
docunent.--1n the case of a nonnegoti abl e docunent, until but
not after the bailee receives notification of the transfer, the
rights of the transferee may be def eated:

(1) by those creditors of the transferor who could treat
the sale as void under section 2402 (relating to rights of
creditors of seller against sold goods);

(2) by a buyer fromthe transferor in ordinary course of
business if the bailee has delivered the goods to the buyer
or received notification of his rights; or

(3) as against the bailee by good faith dealings of the
bailee with the transferor
(c) Change of shipping instructions under nonnegoti abl e

docunent.--A diversion or other change of shipping instructions
by the consignor in a nonnegotiable bill of Iading which causes
the bailee not to deliver to the consignee defeats the title of
t he consignee to the goods if they have been delivered to a
buyer in ordinary course of business and in any event defeats
the rights of the consignee against the bail ee.

(d) Stoppage by seller of delivery under nonnegoti abl e
docunent.--Delivery pursuant to a nonnegoti abl e docunent may be
stopped by a seller under section 2705 (relating to stoppage by
seller of delivery in transit or otherw se) and subject to the
requi renent of due notification there provided. A bailee
honoring the instructions of the seller is entitled to be
i ndemmi fied by the seller against any resulting | oss or expense.
§ 7505. Indorser not guarantor for other parties.

The indorsenment of a document of title issued by a bailee
does not meke the indorser liable for any default by the bailee

or by previous indorsers.
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8§ 7506. Delivery without indorsement: right to conpel
i ndor senent .

The transferee of a negotiable docunent of title has a
specifically enforceable right to have his transferor supply any
necessary indorsenent but the transfer becones a negotiation
only as of the tinme the indorsenment is supplied.

§ 7507. Warranties on negotiation or transfer of receipt or
bill.

Where a person negotiates or transfers a docunent of title
for value otherwi se than as a nere intermedi ary under section
7508 (relating to warranties of collecting bank as to
docunents), then unless otherw se agreed he warrants to his
i mredi at e purchaser only in addition to any warranty nmade in
selling the goods:

(1) that the docunent is genuine;
(2) that he has no know edge of any fact which woul d
inmpair its validity or worth; and
(3) that his negotiation or transfer is rightful and
fully effective with respect to the title to the docunent and
the goods it represents.
§ 7508. Warranties of collecting bank as to docunents.

A col l ecting bank or other intermediary known to be entrusted
wi th docunments on behalf of another or with collection of a
draft or other claimagainst delivery of docunents warrants by
such delivery of the docunments only its own good faith and
authority. This rule applies even though the internediary has
pur chased or made advances against the claimor draft to be
col | ect ed.

8§ 7509. Receipt or bill: when adequate conpliance with

commerci al contract.
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The question whether a docunment is adequate to fulfill the
obligations of a contract for sale or the conditions of a credit
is governed by Division 2 (relating to sales) and Division 5
(relating to letters of credit).

CHAPTER 76
WAREHOUSE RECEI PTS AND BI LLS OF LADI NG
M SCELLANEQUS PROVI SI ONS
Sec.
7601. Lost and m ssing docunents.
7602. Attachnment of goods covered by negotiabl e docunent.
7603. Conflicting clains; interpleader.
§ 7601. Lost and m ssing docunents.

(a) Delivery of substitute docunment under court order.--1f a
docunent has been | ost, stolen or destroyed, a court nay order
delivery of the goods or issuance of a substitute docunent and
the bailee may without liability to any person conply with such
order. If the docunent was negotiabl e the clai mant nust post
security approved by the court to indemify any person who may
suffer loss as a result of nonsurrender of the docunent. If the
docunment was not negotiable, such security may be required at
the discretion of the court. The court may also in its
di scretion order paynment of the reasonable costs and counsel
fees of the bail ee.

(b) VLiability for delivery without court order.--A bailee
who wi t hout court order delivers goods to a person claimng
under a m ssing negotiable docunent is liable to any person
injured thereby, and if the delivery is not in good faith
becomes |liable for conversion. Delivery in good faith is not
conversion if made in accordance with a filed classification or

tariff or, where no classification or tariff is filed, if the
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cl ai mant posts security with the bailee in an anbunt at | east
doubl e the value of the goods at the tinme of posting to

i ndemmi fy any person injured by the delivery who files a notice
of claimw thin one year after the delivery.

§ 7602. Attachnment of goods covered by negoti abl e docunent.

Except where the docunment was originally issued upon delivery
of the goods by a person who had no power to dispose of them no
lien attaches by virtue of any judicial process to goods in the
possession of a bailee for which a negotiable docunent of title
i s outstanding unless the docunent be first surrendered to the
bail ee or its negotiation enjoined, and the bail ee shall not be
conpel l ed to deliver the goods pursuant to process until the
docunent is surrendered to himor inpounded by the court. One
who purchases the docunent for value w thout notice of the
process or injunction takes free of the lien inposed by judicial
process.

§ 7603. Conflicting clains; interpleader.

If nmore than one person clains title or possession of the
goods, the bailee is excused fromdelivering until he has had a
reasonable time to ascertain the validity of the adverse clains
or to bring an action to conpel all claimants to interplead and
may conpel such interpleader, either in defending an action for
nondel i very of the goods, or by original action, whichever is
appropriate.]

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

read:
DIVISION 7
WAREHOUSE RECEI PTS, BILLS OF LADI NG AND OTHER
DOCUMENTS OF TITLE
Chapt er
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71. Genera

72. \\rehouse Recei pts: Special Provisions

73. Bills of Ladi ng: Special Provisions

74. \\rehouse Receipts and Bills of Ladi ng: CGeneral

Obl i gati ons

75. \Warehouse Receipts and Bills of Ladi ng: Negotiati on

and Transfer

76. \Warehouse Receipts and Bills of Lading: M scell aneous

Pr ovi si ons

CHAPTER 71

Sec.

7101. Short title of division.

7102. Definitions and i ndex of definitions.

7103. Rel ati on of division to treaty or statute.

7104. Negot i abl e and nonnegoti abl e docunent of title.

7105. Rei ssuance in alternative nedi um

7106. Control of electronic docunent of title.

§ 7101. Short title of division.

Thi s division shall be known and nay be cited as Uniform

Commer ci al Code- Docunents of Title.

8§ 7102. Definitions and i ndex of definitions.

(a) Division 7 definitions.--The foll owi ng words and phrases

when used in this division shall have, unl ess the context

clearly indicates otherwi se, the neanings given to themin this

subsecti on:

"Bail ee." A person that by a warehouse receipt, bill of

| adi ng or ot her docunent of title acknow edges possessi on of

goods and contracts to deliver them

"Carrier." A person that issues a bill of | ading.
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"Consi gnee." A person naned in a bill of |lading to which or

to whose order the bill pronmi ses delivery.

"Consignor." A person naned in a bill of |ading as the

person from whi ch the goods have been recei ved for shipnent.

"Delivery order." A record that contains an order to deliver

goods directed to a warehouse, carrier or other person that in

the ordi nary course of business i ssues warehouse recei pts or

bills of |ading.

"Goods." Al things that are treated as novable for the

pur poses of a contract for storage or transportation.

"Issuer." A bailee that i ssues a docunent of title or, in

the case of an unaccepted delivery order, the person that orders

t he possessor of goods to deliver. The term i ncludes a person

for which an agent or enpl oyee purports to act in issuing a

docunent if the agent or enpl oyee has real or apparent authority

to i ssue docunents, even if the issuer did not recei ve any

goods, the goods were ni sdescribed or in any other respect the

agent or enpl oyee violated the issuer's instructi ons.

"Person entitled under the docunent." The holder, in the

case of a negoti able docunent of title, or the person to which

delivery of the goods is to be nade by the ternms of, or pursuant

to instructions in a record under, a nonnegoti abl e docunent of

"Shi pper." A person that enters into a contract of

transportation with a carrier.

"Sign." Wth present intent to authenticate or adopt a

(1) to execute or adopt a tangi ble synbol: or

(2) to attach to or logically associate with the record

an el ectroni c sound, synbol or process.
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1 "War ehouse.” A person engaged in the business of storing
2 goods for hire.

3 (b) Definitions in other divisions.--Definitions in other
4 divisions applying to this division and the sections in which
5 they appear are:

6 (1) "Contract for sale.” Section 2106 (relating to

7 definitions: "contract"; "agreenent"; "contract for sale";
8 "sale"; "present sale"; "conformng to contract”;

9 "term nation"; "cancellation").

10 (2) "lLessee in ordinary course of business."” Section
11 2A103 (relating to definitions and index of definitions).
12 (3) "Receipt." Section 2103 (relating to definitions
13 and index of definitions).

14 (c) Division 1 definitions and principles.--1n addition,
15 Division 1 (relating to general provisions) contains general
16 definitions and principles of construction and interpretation
17 applicable throughout this division.

18 8§ 7103. Relation of division to treaty or statute.

19 (a) Hierarchy.--This division is subject to any treaty or
20 statute of the United States or a requlatory statute of this
21 Commonwealth to the extent the treaty, statute or regulatory
22 statute is applicable.
23 (b) No repeal or nodification.--This division does not
24 nodify or repeal any |law prescribing the formor content of a
25 docunent of title or the services or facilities to be afforded
26 by a bailee, or otherwise regulating a bailee's businesses in
27 respects not specifically treated in this division. However,
28 violation of these |aws does not affect the status of a docunent
29 of title that otherwise is within the definition of a docunent

30 of title.
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(c) Electronic Signatures in d obal and Nati onal Comrerce

Act.--This title nodifies, linmts and supersedes the El ectronic

Signatures in d obal and National Commerce Act (Public Law 106-

229, 15 U.S.C. 8§ 7001 et seqg.) but does not nodify, limt or

super sede section 101(c) of that act (15 U . S.C. § 7001(c)) or

aut hori ze el ectronic delivery of any of the notices described in

section 103(b) of that act (15 U.S.C. 8 7003(b)).

(d) Conflict.--To the extent there is a conflict between

Chapter 1, 3 or 5 of the act of Decenber 16, 1999 (P.L.971,

No. 69), known as the El ectronic Transactions Act, and this

division, this division governs.

8§ 7104. Negot i abl e and nonnegoti abl e docunent of title.

(a) Neqgotiabl e.--Except as ot herwi se provided in subsection

(c), docunent of title is negotiable if by its terns the goods

are to be delivered to bearer or to the order of a naned person.

(b) Nonnegoti abl e.--A docunent of title other than one

descri bed in subsection (a) is nonneqgotiable. A bill of | ading

that states that the goods are consigned to a naned person i s

not nade negoti able by a provision that the goods are to be

delivered only against an order in a record signed by the sane

or anot her named person.

(c) Legend determ native.--A docunent of title is

nonneqgotiable if, at the tine it is issued, the document has a

conspi cuous | egend, however expressed, that it i s nonnegoti abl e.

8§ 7105. Rei ssuance in alternative nedi um

(a) Authority for electronic to tangi ble.--Upon request of a

person entitled under an el ectroni c docunent of title, the

i ssuer of the electronic docunent may i ssue a tangi bl e docunent

of title as a substitute for the el ectroni c docunent if:

(1) the person entitled under the el ectroni c docunent
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surrenders control of the docunent to the issuer; and

(2) the tangi bl e docunent when i ssued contains a

statenent that it is issued in substitution for the

el ectroni ¢ docunent.

(b)Y Effect of electronic to tangible.--Upon i ssuance of a

t angi bl e docunent of title in substitution for an el ectronic

docunent of title in accordance with subsection (a):

(1) the el ectroni c docunent ceases to have any effect or

validity; and

(2) the person that procured i ssuance of the tangible

docunent warrants to all subsequent persons entitled under

the tangi bl e docunent that the warrantor was a person

entitl ed under the el ectroni c docunent when the warrantor

surrendered control of the electronic docunent to the i ssuer.

(c) Authority for tangible to electronic.--Upon request of a

person entitled under a tangi bl e docunent of title, the issuer

of the tangi bl e docunent may i ssue an el ectroni c docunent of

title as a substitute for the tangi bl e docunent if:

(1) the person entitled under the tangi bl e docunent

surrenders possessi on of the docunent to the i ssuer; and

(2) the el ectronic docunent when i ssued contains a

statenent that it is issued in substitution for the tangible

docunent .

(d) Effect of tangible to el ectronic.--Upon i ssuance of the

el ectroni c docunent of title in substitution for a tangi bl e

docunent of title in accordance with subsection (c):

(1) the tangi bl e docunent ceases to have any effect or

validity; and

(2) the person that procured i ssuance of the el ectronic

docunent warrants to all subsequent persons entitled under
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1 the el ectronic docunent that the warrantor was a person

2 entitled under the tangible docunent when the warrantor

3 surrendered possession of the tangible docunent to the

4 issuer.

5 8§ 7106. Control of electronic docunent of title.

6 (a) Establishnent.--A person has control of an electronic
7 docunent of title if a system enployed for evidencing the

8 transfer of interests in the electronic docunent reliably

9 establishes that person as the person to which the electronic
10 docunent was issued or transferred.

11 (b) Manner.--A systemsatisfies subsection (a), and a person
12 is deened to have control of an electronic docunent of title if
13 the docunent is created, stored and assigned in such a nmanner
14 that:

15 (1) a single authoritative copy of the docunent exists
16 which is unique, identifiable and, except as otherw se

17 provided in paragraphs (4), (5) and (6), unalterable;

18 (2) the authoritative copy identifies the person

19 asserting control as:
20 (i) the person to which the docunent was issued; or
21 (ii) if the authoritative copy indicates that the
22 docunent has been transferred, the person to which the
23 docunent was nost recently transferred;
24 (3) the authoritative copy is conmmunicated to and
25 mai ntai ned by the person asserting control or its designated
26 cust odi an;
27 (4) copies or anendnents that add or change an
28 identified assignee of the authoritative copy can be nmade
29 only with the consent of the person asserting control;
30 (5) each copy of the authoritative copy and any copy of
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a copy is readily identifiable as a copy that is not the

aut horitative copy; and

(6) any anendnent of the authoritative copy is readily

identifiable as authori zed or unaut hori zed.

CHAPTER 72

WAREHOUSE RECEI PTS:  SPECI AL PROVI SI ONS

Sec.

7201. Person that nay i ssue a warehouse recei pt; storage under

7202. For m of war ehouse receipt; effect of om ssion.

7203. Liability for nonrecei pt or ni sdescription.

7204. Duty of care; contractual limtation of warehouse's

7205. Title under warehouse recei pt defeated in certain cases.

7206. Term nati on of storage at warehouse's option.

7207. Goods nust be kept separate; fungi bl e goods.

7208. Altered warehouse receipts.

7209. Li en of warehouse.

7210. Enf or cenent of war ehouse's |ien.

8§ 7201. Person that nay i ssue a warehouse recei pt; storage

under bond.

(a) |ssuer.--A warehouse recei pt may be i ssued by any

war ehouse.

(b) Storage under bond.--I1f goods, including distilled

spirits and agricultural commobdities, are stored under a statute

requi ring a bond agai nst withdrawal or a |license for the

i ssuance of receipts in the nature of warehouse recei pts, a

recei pt i ssued for the goods is deened to be a warehouse recei pt

even if issued by a person that is the owner of the goods and i s

not a war ehouse.
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8§ 7202. For m of war ehouse receipt; effect of om ssion.

(a) Form--A warehouse recei pt need not be in any particul ar

(b)Y Effect of om ssion.--Unless a warehouse recei pt provides

caused to a person injured by its om ssion:

(1) a statenent of the | ocation of the warehouse

facility where the goods are stored;

1
2
3
4
5 for each of the followi ng, the warehouse is |iable for danages
6
7
8
9

(2) the date of issue of the receipt;

10 (3) the unique identification code of the receipt;

11 (4) a statenment whether the goods received will be

12 delivered to the bearer, to a naned person or to a naned

13 person or its order;

14 (5) the rate of storage and handling charges, unless

15 goods are stored under a field warehousing arrangenent, in
16 which case a statenent of that fact is sufficient on a

17 nonnegoti abl e receipt;

18 (6) a description of the goods or the packages

19 contai ning them

20 (7) the signature of the warehouse or its agent;

21 (8) if the receipt is issued for goods that the

22 war ehouse owns, either solely, jointly or in commobn with

23 others, a statenment of the fact of that ownership; and

24 (9) a statenent of the ampunt of advances nade and of
25 liabilities incurred for which the warehouse clains a lien or
26 security interest, unless the precise anount of advances nade
27 or of liabilities incurred, at the tinme of the issue of the
28 receipt, is unknown to the warehouse or to its agent that

29 i ssued the receipt, in which case a statenent of the fact

30 t hat advances have been made or liabilities incurred and the
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pur pose of the advances or liabilities is sufficient.

(c) Pernissible terns.--A warehouse may insert in its

recei pt any terns that are not contrary to this title and do not

impair its obligation of delivery under section 7403 (rel ating

to obligation of bailee to deliver; excuse) or its duty of care

under section 7204 (relating to duty of care; contractual

limtati on of warehouse's liability). Any contrary provision is

i neffective.

8§ 7203. Liability for nonrecei pt or ni sdescription.

A party to or purchaser for value in good faith of a docunent

of title, other than a bill of lading, that relies upon the

description of the goods in the docunent nmay recover fromthe

i ssuer danmges caused by the nonrecei pt or ni sdescription of the

goods, except to the extent that:

(1) the docunent conspi cuously indicates that the issuer

does not know whether all or part of the goods in fact were

recei ved or conformto the description, such as a case in

whi ch the description is in terns of marks or | abels or kind,

quantity or condition or the recei pt or description is

qualified by "contents, condition and quality unknown," "said

to contain," or words of simlar inport, if the indication is

(2) the party or purchaser otherwi se has notice of the

nonrecei pt or m sdescri ption.

8§ 7204. Duty of care; contractual limtation of warehouse's

(a) Duty of care.--A warehouse is |liable for damages for

|l oss of or injury to the goods caused by its failure to exercise

care with regard to the goods that a reasonably careful person

woul d exercise under simlar circunstances. Unl ess ot herw se
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agreed, the warehouse is not |liable for damages that coul d not

have been avoi ded by the exercise of that care.

(b) Contractual limtation.--Danmages nmay be limted by a

termin the warehouse recei pt or storage agreenent linmting the

anmount of liability in case of | oss or damage beyond whi ch the

war ehouse is not liable. Such a limtation is not effective with

respect to the warehouse's liability for conversion to its own

use. On request of the bailor in a record at the tinme of signing

the storage agreenent or within a reasonable tine after receipt

of the warehouse recei pt, the warehouse's liability may be

i ncreased on part or all of the goods covered by the storage

agreenent or the warehouse receipt. In this event, increased

rates nay be charged based on an i ncreased val uati on of the

(c) Caimpresentation.--Reasonabl e provisions as to the

ti me and manner of presenting clains and conmenci ng acti ons

based on the bail nent may be included in the warehouse recei pt

or _storage agreenent.

8 7205. Title under warehouse recei pt defeated in certain

A buyer in ordinary course of business of fungi bl e goods sol d

and delivered by a warehouse that is also in the busi ness of

buyi ng and selling such goods takes the goods free of any claim

under a war ehouse recei pt even if the receipt is negoti able and

has been duly negoti at ed.

8 7206. Term nation of storage at warehouse's opti on.

(a) Paynent and renoval.--A warehouse, by qgiving notice to

t he person on whose account the goods are held and any ot her

person known to claiman interest in the goods, may require

paynent of any charges and renoval of the goods fromthe
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war ehouse at the term nati on of the period of storage fixed by

the docunent of title or, if a period is not fixed, within a

stated period not | ess than 30 days after the warehouse gives

notice. |If the goods are not renoved before the date specified

in the notice, the warehouse may sell them pursuant to section

7210 (relating to enforcenent of warehouse's |ien).

(b) Perishable goods.--If a warehouse in good faith believes

t hat goods are about to deteriorate or decline in value to | ess

than the amount of its lien within the tine provided in

subsection (a) and section 7210, the warehouse may specify in

the notice gi ven under subsection (a) any reasonabl e shorter

tinme for renoval of the goods and, if the goods are not renobved,

may sell themat public sale held not | ess than one week after a

singl e adverti senent or posti ng.

(c) Hazardous goods.--I1f, as a result of a quality or

conditi on of the goods of which the warehouse did not have

notice at the tinme of deposit, the goods are a hazard to other

property, the warehouse facilities or other persons, the

war ehouse may sell the goods at public or private sale w thout

adverti senent or posting on reasonable notification to al

persons known to claiman interest in the goods. If the

war ehouse, after a reasonable effort, is unable to sell the

goods, it may di spose of themin any | awful manner and does not

incur liability by reason of that disposition.

(d) Denmnd.--A warehouse shall deliver the goods to any

person entitled to themunder this division upon due denmand nande

at any tine before sale or other disposition under this section.

(e) Lien satisfaction.--A warehouse may satisfy its lien

fromthe proceeds of any sale or disposition under this section

but shall hold the bal ance for delivery on the demand of any
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person to which the warehouse woul d have been bound to deli ver

8 7207. Goods nust be kept separate; fungi bl e goods.

(a) Separation.--

(1) Unless the warehouse recei pt provi des ot herw se,

except as set forth in paragraph (2), a warehouse shall keep

separate the goods covered by each receipt so as to pernit at

all tines identification and delivery of those goods.

(2) Different lots of fungi bl e goods nmay be conm ngl ed.

(b)Y Fungible goods.--I1f different |ots of fungi ble goods are

commi ngl ed, the goods are owned in conmbpn by the persons

entitled thereto and the warehouse is severally liable to each

owner for that owner's share. |f, because of overissue, a nass

of fungible goods is insufficient to neet all the receipts the

war ehouse has i ssued against it, the persons entitled include

all holders to which overi ssued recei pts have been duly

negoti at ed.

8§ 7208. Altered warehouse receipts.

If a blank in a negoti abl e tangi bl e war ehouse recei pt has

been filled in without authority, a good-faith purchaser for

val ue and wi thout notice of the |ack of authority nmay treat the

i nsertion as authorized. Any other unauthorized alteration

| eaves any tangi bl e or el ectroni c warehouse recei pt enforceabl e

agai nst the issuer according to its original tenor.

§ 7209. Lien of warehouse.

(a) Existence.--

(1) A warehouse has a lien against the bailor on the

goods covered by a warehouse recei pt or storage agreenent or

on the proceeds thereof in its possession for charges for

storage or transportation, including denurrage and termn nal

20070H1152B1400 - 104 -



© 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

charges, insurance, |abor or other charges, present or

future, in relation to the goods, and for expenses necessary

for preservati on of the goods or reasonably incurred in their

sal e pursuant to | aw.

(2) The warehouse also has a |lien agai nst the goods

covered by the warehouse recei pt or storage agreenment or on

the proceeds thereof in its possession for those charges and

expenses, whether or not the other goods have been deli vered

by the war ehouse if:

(i) the person on whose account the goods are held

is liable for simlar charges or expenses in relation to

ot her goods whenever deposited; and

(ii) it is stated in the warehouse recei pt or

storage agreenent that a lien is clained for charges and

expenses in relation to ot her goods.

(3) However, as agai nst a person to which a negoti abl e

war ehouse receipt is duly neqgoti ated, a warehouse's lien is

limted to charges in an anbunt or at a rate specified in the

war ehouse receipt or, if no charges are so specified, to a

reasonabl e charge for storage of the specific goods covered

by the recei pt subsequent to the date of the receipt.

(b) Security interest.--A warehouse nay al so reserve a

security interest against the bailor for the maxi num anpunt

specified on the receipt for charges other than those specifi ed

in subsection (a), such as for npney advanced and interest. A

security interest is governed by Division 9 (relating to secured

transacti ons).

(c) Effectiveness agai nst entrustors. - -

(1) Except as set forth in paragraph (2), a warehouse's

lien for charges and expenses under subsection (a) or a
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security interest under subsection (b) is also effective

agai nst any person that so entrusted the bailor with

possessi on of the goods that a pl edge of them by the bail or

to a good-faith purchaser for val ue would have been vali d.

(2) The lien or security interest is not effective

agai nst a person that before i ssuance of a docunent of title

had a |l egal interest or a perfected security interest in the

goods and that did not:

(i) deliver or entrust the goods or any docunent

covering the goods to the bailor or the bailor's non nee

(A) actual or apparent authority to ship, store

(B) power to obtain delivery under section 7403

(relating to obligation of bailee to deliver;

excuse): or

(C) power of disposition under section 2403

(relating to power to transfer; good faith purchase

of goods; "entrusting"), 2A304(a)(2) (relating to

subsequent | ease of goods by | essor), 2A305(a)(2)

(relating to sale or subl ease of goods by | essee),

9320 (relating to buyer of goods) or 9321(c)

(relating to |licensee of general intangi ble and

| essee of goods in ordinary course of busi ness) or

other statute or rule of |aw or

(ii) acqguiesce in the procurenent by the bail or or

its nom nee of any docunent.

(d) Effectiveness in general.--A warehouse's |lien on

29 househol d goods for charges and expenses in relation to the

30 goods under subsection (a) is also effective agai nst all persons
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9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

if the depositor was the | egal possessor of the goods at the

tinme of deposit. As used in this subsection, the term "househol d

goods" neans furniture, furnishings or personal effects used by

the depositor in a dwelling.

(e) Losing lien.--A warehouse loses its |lien on any goods

that it voluntarily delivers or unjustifiably refuses to

del i ver.

8§ 7210. Enf or cenent of war ehouse's |ien.

(a) Sale.--

(1) Except as otherwi se provided in subsection (b), a

war ehouse's lien may be enforced by public or private sal e of

the goods, in bulk or in packages, at any tinme or place and

on any terns that are commercially reasonabl e, after

notifying all persons known to claiman interest in the

(2) The notification nust include a statenent of the

anount due, the nature of the proposed sale and the tine and

pl ace of any public sale.

(3) The fact that a better price could have been

obtained by a sale at a different tine or in a different

met hod fromthat sel ected by the warehouse is not of itself

sufficient to establish that the sale was not nade in a

commercially reasonabl e manner

(4) The warehouse has sold in a commercially reasonabl e

manner if the warehouse sells the goods in the usual manner

in any recogni zed market therefor, sells at the price current

in that narket at the tine of the sale or has otherw se sold

in conformty with commercially reasonabl e practi ces anpng

dealers in the type of goods sol d.

(5) A sale of nore goods than apparently necessary to be
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1 offered to ensure satisfaction of the obligation is not

2 conmmercially reasonabl e, except in cases covered by paragraph
3 (4).

4 (b) Conditions of enforcenent.--A warehouse's |lien on goods,
5 other than goods stored by a nerchant in the course of its

6 business, may be enforced only if the following requirenents are
7 satisfied:

8 (1) Al persons known to claiman interest in the goods
9 nust be notified.

10 (2) The notification nust include:

11 (i) an item zed statenent of the claim

12 (ii) a description of the goods subject to the lien
13 (iii) a demand for paynent within a specified tine
14 not less than ten days after receipt of the notification;
15 and

16 (iv) a conspicuous statenent that unless the claim
17 is paid within that tinme the goods will be advertised for
18 sale and sold at auction at a specified tinme and pl ace.
19 (3) The sale nust conformto the terns of the
20 notification.
21 (4) The sale nust be held at the nearest suitable place
22 to where the goods are held or stored.
23 (5) After the expiration of the tine given in the
24 notification, an advertisenent of the sale nust be published
25 once a week for two weeks consecutively in a newspaper of
26 general circulation where the sale is to be held. The
27 advertisenent nust include a description of the goods, the
28 nane of the person on whose account the goods are being held
29 and the tine and place of the sale. The sale nust take place
30 at least 15 days after the first publication. If there is no
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newspaper of general circul ation where the sale is to be

hel d, the adverti sement nust be posted at | east ten days

before the sale in not | ess than si x conspi cuous pl aces in

t he nei ghbor hood of the proposed sal e.

(c) Satisfaction.--Before any sale pursuant to this section,

any person claiming a right in the goods nmay pay the anpunt

necessary to satisfy the |lien and the reasonabl e expenses

incurred in conplying with this section. In that event, the

goods may not be sold but nust be retai ned by the warehouse

subject to the terns of the receipt and this division.

(d) Purchase by warehouse. --A war ehouse nay buy at any

public sale held pursuant to this section.

(e) Purchaser in good faith.--A purchaser in good faith of

goods sold to enforce a warehouse's |lien takes the goods free of

any rights of persons against which the lien was valid, despite

t he war ehouse's nonconpliance with this secti on.

(f) Proceeds of sale.--A warehouse nmay satisfy its lien from

the proceeds of any sale pursuant to this section but shall hold

the bal ance, if any, for delivery on denmand to any person to

whi ch the war ehouse woul d have been bound to deliver the goods.

(g) Additional rights.--The rights provided by this section

are in addition to all other rights allowed by law to a creditor

agai nst a debtor.

(h) Goods stored by nerchant.--1f alien is on goods stored

by a nerchant in the course of its business, the lien may be

enforced in accordance wi th subsection (a) or (b).

(i) Liability of warehouse.--A warehouse is |liable for

damages caused by failure to comply with the requirenents for

sal e under this section and, in case of willful violation, is

l'i able for conversi on.
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1 CHAPTER 73

2 BILLS OF LADI NG SPECI AL PROVI SI ONS

3 Sec.

4 7301. Liability for nonreceipt or misdescription; "said to

5 contain"; "shipper's weight, |oad and count”; inproper

6 handli ng.

7 7302. Through bills of lading and simlar docunents of title.
8 7303. Diversion; reconsignnent; change of instructions.

9 7304. Tangible bills of lading in a set.

10 7305. Destination bills.

11 7306. Altered bills of |ading.

12 7307. _Lien of carrier.

13 7308. Enforcenent of carrier's lien.

14 7309. Duty of care; contractual linmtation of carrier's

15 liability.

16 § 7301. Liability for nonreceipt or msdescription; "said to
17 contain"; "shipper's weight, |oad and count"”

18 i nproper handl i ng.

19 (a) Liability.--A consignee of a nonnegotiable bill of
20 lading which has given value in good faith, or_a holder to which
21 a negotiable bill has been duly negotiated, relying upon the
22 description of the goods in the bill or upon the date shown in
23 the bill, may recover fromthe issuer danmages caused by the
24 nisdating of the bill or the nonreceipt or m sdescription of the
25 goods, except to the extent that the bill indicates that the
26 issuer does not know whether any part or all of the goods in
27 fact were received or conformto the description, such as in a
28 case in which the descriptionis in terns of nmarks or |abels or
29 kind, quantity or condition or the receipt or description is

30 qualified by "contents or conditi on of contents of packages
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unknown," "said to contain," "shipper's weight, |oad and count"

or words of simlar inport, if that indication is true.

(b)Y Package count.--1f goods are | oaded by the issuer of the

bill of |ading:

(1) the issuer shall count the packages of goods if

shi pped i n packages and ascertain the kind and quantity if

shi pped in bul k; and

(2) words such as "shipper's weight, |oad and count," or

words of simlar inport indicating that the descripti on was

made by the shipper are ineffective except as to goods

conceal ed by packages.

(c) Kind and quantity.--1f bul k goods are | oaded by a

shi pper that nakes available to the i ssuer of the bill of | ading

adequate facilities for wei ghing those goods, the issuer shal

ascertain the kind and qguantity within a reasonable tine after

recei ving the shipper's request in a record to do so. In that

case, "shipper's weight" or words of simlar inport are

i neffective.

(d) Deference to shipper.--The issuer of a bill of | ading,

by including in the bill of |ading the words "shi pper's wei ght

| oad and count," or words of simlar inport, nmay indicate that

t he goods were | oaded by the shipper; and, if that statenent is

true, the issuer is not |liable for danages caused by the

i mproper | oadi ng. However, oni ssion of such words does not inply

liability for damages caused by i nproper | oadi ng.

(e) Accuracy guaranteed. --A shi pper guarantees to the issuer

the accuracy at the tine of shipnent of the description, narks,

| abel s, nunber, kind, quantity, condition and wei ght, as

furni shed by the shi pper, and the shi pper shall indemify the

i ssuer agai nst damage caused by i naccuracies in those
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particulars. This right of indemmity does not limt its

responsibility or liability under the contract of carriage to

any person ot her than the shi pper.

8 7302. Through bills of |lading and sinm|ar docunents of title.

(a) Liability of issuer.--The issuer of a through bill of

| adi ng or other docunent of title enmbodyi ng an undertaki ng to be

perforned in part by a person acting as its agent or by a

performing carrier is liable to any person entitled to recover

on the bill or other docunent for any breach by the other person

or the performng carrier of its obligati on under the bill or

ot her docunent. However, to the extent that the bill or other

docunent covers an undertaking to be perforned overseas or in

territory not contiguous to the continental United States or an

undertaki ng i ncluding natters other than transportation, this

liability for breach by the other person or the perfornng

carrier may be varied by agreenent of the parties.

(b)Y Liability of person other than issuer.--If goods covered

by a through bill of |lading or other docunent of title enbodying

an undertaking to be perforned in part by a person other than

the i ssuer are received by that person, the person i s subject,

with respect to its own perfornance while the goods are in its

possession, to the obligation of the issuer. The person's

obligation is di scharged by delivery of the goods to another

person pursuant to the bill or other docunent and does not

include liability for breach by any other person or by the

i ssuer.

(c) Danmnges.--The issuer of a through bill of |ading or

ot her docunent of title described in subsection (a) is entitled

to recover fromthe performng carrier, or other person in

possessi on of the goods, when the breach of the obligati on under
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the bill or other docunent occurred:

(1) the anpbunt it may be required to pay to any person

entitled to recover on the bill or other docunent for the

breach, as may be evi denced by any recei pt, judgnent or

transcri pt of judgnent; and

(2) the anmpbunt of any expense reasonably incurred by the

i ssuer in defending any acti on commenced by any person

entitled to recover on the bill or other docunent for the

8§ 7303. Di ver si on; reconsi gnnment; change of instructions.

(a) Proper instruction.--Unless the bill of |ading otherw se

provides, a carrier nmay deliver the goods to a person or

destination other than that stated in the bill or nmay otherw se

di spose of the goods, without liability for m sdelivery, on

i nstructi ons from

(1) the holder of a neqotiable bill;

(2) the consignor on a nonnegotiable bill even if the

consi gnee has gi ven contrary instructions;

(3) the consignee on a nonnegotiable bill in the absence

of contrary instructions fromthe consignor, if the goods

have arrived at the billed destination or if the consignee is

in possession of the tangible bill or in control of the
electronic bill; or
(4) the consignee on a nonnegotiable bill, if the

consignee is entitled as agai nst the consignor to di spose of

(b)Y Oiginal terms.--Unless instructions described in

subsection (a) are included in a neqgotiable bill of |ading, a

person to which the bill is duly negoti ated may hold the bail ee

according to the original terns.
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8 7304. Tangible bills of lading in a set.

(a) Prohibition.--Except as customary in internati onal

transportation, a tangible bill of |ading may not be issued in a

set of parts. The issuer is |liable for damages caused by

violation of this subsecti on.

(b)Y Single bill.--1f a tangible bill of lading is |lawfully

issued in a set of parts, each of which contai ns an

identification code and is expressed to be valid only if the

goods have not been delivered agai nst any other part, the whol e

of the parts constitutes one bill.

(c) Priority of title.--If a tangi ble neqgotiable bill of

lading is lawfully issued in a set of parts and different parts

are negotiated to different persons, the title of the holder to

which the first due negotiation is nmade prevails as to both the

docunent of title and the goods even if any |ater hol der nay

have recei ved the goods fromthe carrier in good faith and

di scharged the carrier's obligation by surrendering its part.

(d) Liability.--A person that negoti ates or transfers a

single part of a tangible bill of lading issued in a set is

liable to holders of that part as if it were the whol e set.

(e) Bailee.--The bailee shall deliver in accordance with

this chapter against the first presented part of a tangible bill

of lading lawfully issued in a set. Delivery in this nanner

di scharges the bailee's obligation on the whole bill.

§ 7305. Destination bills.

(a) Location.--Instead of issuing a bill of lading to the

consi gnor at the place of shipnment, a carrier, at the request of

t he consignor, nay procure the bill to be issued at destinati on

or at any other place designated in the request.

(b) Substitute.--Upon request of any person entitled as
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against a carrier to control the goods while in transit and on

surrender of possession or control of any outstanding bill of

| adi ng or other recei pt covering the goods, the issuer, subject

to section 7105 (relating to rei ssuance in alternative nedi um,

may procure a substitute bill to be i ssued at any pl ace

desi gnated in the request.

8 7306. Altered bills of |ading.

An unaut hori zed alteration or filling in of a blank in a bill
of lading | eaves the bill enforceable according to its ori gi nal
t enor

§ 7307. Lien of carrier.

(a) Establishnent. --

(1) Except as set forth in paragraph (2), a carrier has

a lien on the goods covered by a bill of |ading or on the

proceeds thereof in its possession for charges after the date

of the carrier's recei pt of the goods for storage or

transportation, including demurrage and term nal charges, and

f or expenses necessary for preservation of the goods incident

to their transportation or reasonably incurred in their sale

pur suant to | aw.

(2) Against a purchaser for value of a negotiable bill

of lading, a carrier's lienis limted to charges stated in

the bill or the applicable tariffs or, if no charges are

stated, a reasonabl e char ge.

(b)Y Effectiveness.--A lien for charges and expenses under

subsection (a) on goods that the carrier was required by law to

receive for transportation is effective agai nst the consi gnor or

any person entitled to the goods unless the carrier had notice

that the consi gnor | acked authority to subject the goods to

t hose charges and expenses. Any other |ien under subsection (a)
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is effecti ve agai nst the consi gnor and any person that pernitted

the bailor to have control or possession of the goods unl ess the

carrier had notice that the bail or | acked authority.

(c) Loss.--A carrier loses its lien on any goods that it

voluntarily delivers or unjustifiably refuses to deliver.

8§ 7308. Enf orcenent of carrier's |lien.

(a) Sale.--

(1) Except as otherwi se provided in subsection (b), a

carrier's lien on goods may be enforced by public or private

sale of the goods, in bulk or in packages, at any tine or

pl ace and on any terns that are commerci ally reasonabl e,

after notifying all persons known to claiman interest in the

(2) The notification nust include a statenent of the

anount due, the nature of the proposed sale and the ti ne and

pl ace of any public sale.

(3) The fact that a better price could have been

obtained by a sale at a different tine or in a different

met hod fromthat selected by the carrier is not of itself

sufficient to establish that the sale was not nade in a

commerci ally reasonabl e manner

(4) The carrier has sold goods in a commercially

reasonabl e manner if the carrier sells the goods in the usual

manner in any recogni zed narket therefor, sells at the price

current in that narket at the tine of the sale or has

otherwise sold in conformty with commercially reasonabl e

practi ces anong dealers in the type of goods sol d.

(5) A sale of nore goods than apparently necessary to be

offered to ensure sati sfaction of the obligation is not

commercially reasonabl e, except in cases covered by paragraph
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(4).

(b)Y Satisfaction.--Before any sale pursuant to this section,

any person claiming a right in the goods nmay pay the anpunt

necessary to satisfy the lien and the reasonabl e expenses

incurred in conplying with this section. In that event, the

goods may not be sold but nust be retained by the carrier,

subject to the terns of the bill of |ading and this division.

(c) Purchase by carrier.--A carrier nmay buy at any public

sal e pursuant to this section.

(d) Purchaser in good faith.--A purchaser in good faith of

goods sold to enforce a carrier's lien takes the goods free of

any rights of persons against which the lien was valid, despite

the carrier's nonconpliance with this section.

(e) Proceeds of sale.--A carrier may satisfy its lien from

the proceeds of any sale pursuant to this section but shall hold

the bal ance, if any, for delivery on denand to any person to

whi ch the carrier woul d have been bound to deliver the goods.

(f) Additional rights.--The rights provided by this section

are in addition to all other rights allowed by law to a creditor

agai nst a debtor.

(g) Enforcenent.--A carrier's lien may be enforced pursuant

to either subsection (a) or the procedure set forth in section

7210(b) (relating to enforcenent of warehouse's |lien).

(h) Liability.--A carrier is |liable for dannges caused by

failure to conply with the requirenents for sale under this

section and, in case of willful violation, is |liable for

conver si on.

8 7309. Duty of care; contractual linmtation of carrier's
liability.
(a) Standard.--A carrier that issues a bill of | ading,
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whet her neqoti abl e or nonneqoti abl e, shall exerci se the degree

of care in relation to the goods which a reasonably car ef ul

person woul d exerci se under simlar circunstances. This

subsection shall not affect any statute, requl ation or rul e of

|l aw that i nposes liability upon a conmon carrier for danages not

caused by its negligence.

(b) Limtation of danmages. - -

(1) Except as set forth in paragraph (2), danmages may be

limted by a termin the bill of lading or in a

transportati on agreenent that the carrier's liability may not

exceed a value stated in the bill or transportati on agreenent

if the carrier's rates are dependent upon val ue and the

consignor is afforded an opportunity to declare a hi gher

val ue and the consignor is advised of the opportunity.

(2) Alimtation under paragraph (1) is not effective

with respect to the carrier's liability for conversion to its

(c) Included provisions. --Reasonabl e provisions as to the

time and manner of presenting clains and conmenci ng acti ons

based on the shipnment nmay be included in a bill of |ading or a

transportation agreenent.

CHAPTER 74

WAREHOUSE RECEI PTS AND BILLS OF LADI NG

GENERAL OBL| GATI ONS

Sec.

7401. Irreqularities in issue of receipt or bill or conduct

of issuer.

7402. Dupli cate docunent of title; overissue.

7403. Obligation of bailee to deliver; excuse.

7404. No liability for good faith delivery pursuant to
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docunent of title.

8§ 7401. Irreqularities in issue of receipt or bill or conduct

of issuer.

The obligati ons i nposed by this division on an i ssuer apply

to a docunment of title even if:

(1) the docunent does not conply with the requirenents

of this division or of any other statute, rule or requl ati on

regarding its i ssuance, formor content;

(2) the issuer violated | aws regul ati ng the conduct of

its business:

(3) the goods covered by the document were owned by the

bai | ee when t he docunent was issued; or

(4) the person issuing the docunent is not a warehouse

but the docunent purports to be a warehouse receipt.

8§ 7402. Dupli cate docunent of title; overissue.

A duplicate or any other docunent of title purporting to

cover goods already represented by an outstandi ng docunent of

the sane i ssuer does not confer any right in the goods, except

as provided in the case of tangible bills of lading in a set of

parts, overi ssue of docunents for fungi bl e goods, substitutes

for lost, stolen or destroyed docunents or substitute docunents

i ssued pursuant to section 7105 (relating to rei ssuance in

alternative nediunm). The issuer is |liable for damages caused by

its overissue or failure to identify a duplicate docunent by a

conspi cuous not ati on.

8 7403. nligation of bailee to deliver; excuse.

(a) Delivery.--A bailee shall deliver the goods to a person

entitled under a docunent of title if the person conplies with

subsections (b) and (c) unless and to the extent that the bail ee

est abl i shes any of the foll ow ng:

20070H1152B1400 - 119 -



© 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

(1) delivery of the goods to a person whose recei pt was

ri ghtful as agai nst the cl ai rant;

(2) danmge to or delay, |oss or destruction of the goods

for which the bailee is not |iable;

(3) previous sale or other disposition of the goods in

| awful enforcenent of a lien or on a warehouse's | awf ul

term nati on of storage;

(4) the exercise by a seller of its right to stop

delivery pursuant to section 2705 (relating to stoppage by

seller of delivery in transit or otherwi se) or by a | essor of

its right to stop delivery pursuant to secti on 2A526

(relating to | essor's stoppage of delivery in transit or

ot herw se) ;

(5) a diversion, reconsi gnnent or other disposition

pursuant to section 7303 (relating to diversion;

reconsi gnnent ; change of instructions);

(6) release, satisfaction or any other personal defense

agai nst the clai mant; or

(7) any other | awful excuse.

(b)Y Satisfaction of bailee's lien.--A person clai m ng goods

covered by a docunent of title shall satisfy the bailee's |ien

if the bailee so requests or the bailee is prohibited by | aw

fromdelivering the goods until the charges are paid.

(c) Docunent.--Unless a person clainmng the goods is a

per son agai nst whi ch the docunent of title does not confer a

ri ght under section 7503(a) (relating to docunent of title to

goods defeated in certain cases):

(1) the person clainmng under a docunent shall surrender

possessi on or control of any outstandi ng negoti abl e docunent

covering the goods for cancell ation or indication of parti al
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deliveries; and

(2) the bailee shall cancel the document or

conspi cuously indicate in the docunent the partial delivery

or the bailee liable to any person to which the docunent is

duly negoti at ed.

8§ 7404. No liability for good faith delivery pursuant to

docunent of title.

A bailee that in good faith has recei ved goods and deli ver ed

or otherw se di sposed of the goods according to the terns of a

docunent of title or pursuant to this division is not liable for

t he goods even if:

(1) the person fromwhich the bail ee recei ved the goods

did not have authority to procure the docunent or to di spose

of the goods; or

(2) the person to which the bail ee delivered the goods

did not have authority to recei ve the goods.

CHAPTER 75

WAREHOUSE RECEI PTS AND BILLS OF LADI NG NEGOTI ATI ON AND

TRANSFER

Sec.

7501. Form of neqgoti ati on and requirenents of due negoti ati on.

7502. R ghts acquired by due negoti ati on.

7503. Docunment of title to goods defeated in certain cases.

7504. Ri ghts acquired i n absence of due negoti ati on; effect of

di versi on; stoppage of delivery.

7505. | ndor ser not quarantor for other parties.

7506. Delivery without indorsenent; right to conpel

i ndor senent .

7507. VWarranties on negotiation or delivery of docunent of
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1 7508. WVarranties of collecting bank as to docunents of title.

2 7509. Adequate conpliance with conmercial contract.

3 8 7501. Formof negotiation and requirenents of due

4 negoti ati on.

5 (a) Tangi bl e docunents.--The following rules apply to a

6 negotiable tangible docunent of title:

7 (1) If the docunent's original terns run to the order of
8 a naned person, the docunent is neqgotiated by the naned

9 person's indorsenent and delivery. After the nanmed person's
10 i ndorsenent in blank or to bearer, any person may negotiate
11 t he docunent by delivery al one.

12 (2) If the docunent's original terns run to the bearer
13 it is negotiated by delivery al one.

14 (3) If the docunent's original terns run to the order of
15 a naned person and it is delivered to the naned person, the
16 effect is the sane as if the docunent had been negoti at ed.

17 (4) Negotiation of the docunent after it has been

18 i ndorsed to a naned person requires indorsenent by the naned
19 person as well as delivery.
20 (5) A docunent is duly negotiated if it is negotiated in
21 the manner stated in this subsection to a holder that
22 purchases it in good faith, without notice of any defense
23 against or claimto it on the part of any person, and for
24 value, unless it is established that the negotiation is not
25 in the reqular course of business or financing or involves
26 receiving the docunent in settlenent or paynent of a nonetary
27 obl i gati on.
28 (b) Electronic docunents.--The following rules apply to a
29 neqotiable electronic docunent of title:
30 (1) If the docunent's original terns run to the order of
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a naned person or to bearer, the docunent is negoti ated by

delivery of the docunent to anot her person. |ndorsenent by

the naned person is not required to negoti ate the docunent.

(2) |If the docunent's original terns run to the order of

a naned person and the naned person has control of the

docunent, the effect is the sanme as if the docunent had been

negoti at ed.

(3) A docunent is duly negotiated if it is negotiated in

the manner stated in this subsection to a hol der that

purchases it in good faith, w thout notice of any defense

against or claimto it on the part of any person, and for

value, unless it is established that the neqgotiation i s not

in the regul ar course of business or financing or involves

taki ng delivery of the docunment in settlenent or paynent of a

nonetary obli gati on.

(c) Nonnegoti abl e docunents. --1ndorsenent of a nonnegoti abl e

docunent of title neither makes it neqoti abl e nor adds to the

transferee's rights.

(d) Notice of interest.--The namng in a negotiable bill of

| adi ng of a person to be notified of the arrival of the goods

does not limt the negotiability of the bill or constitute

notice to a purchaser of the bill of any interest of that person

in the goods.

8§ 7502. R ghts acquired by due neqgoti ati on.

(a) Rights.--Subject to sections 7205 (relating to title

under war ehouse recei pt defeated in certain cases) and 7503

(relating to docunment of title to goods defeated in certain

cases), a holder to which a negoti abl e docunent of title has

been duly negotiated acquires thereby all of the foll ow ng:

(1) Title to the docunent.

20070H1152B1400 - 123 -



© 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

(2) Title to the goods.

(3) Al rights accruing under the | aw of agency or

estoppel, including rights to goods delivered to the bail ee

after the docunent was i ssued.

(4) The direct obligation of the issuer to hold or

deliver the goods according to the terns of the docunent free

of any defense or claimby the i ssuer except those arising

under the terns of the docunent or under this division. In

the case of a delivery order, the bailee's obligati on accrues

only upon the bail ee's acceptance of the delivery order, and

the obligation acquired by the holder is that the i ssuer and

any indorser will procure the acceptance of the bail ee.

(b)Y Effect of stoppage or surrender.--Subject to section

7503, title and rights acquired by due negotiati on are not

def eated by any stoppage of the goods represented by the

docunent of title or by surrender of the goods by the bail ee and

are not inpaired even if:

(1) the due negotiati on or any prior due negotiati on

constituted a breach of duty;

(2) any person has been deprived of possession of a

negoti abl e tangi bl e docunent or control of a negoti abl e

el ectroni ¢ docunent by m srepresentati on, fraud, accident,

m st ake, duress, |oss, theft or conversion; or

(3) a previous sale or other transfer of the goods or

docunent has been nade to a third person.

8§ 7503. Docunment of title to goods defeated in certain cases.

(a) GCeneral rule.--A docunent of title confers no right in

goods agai nst a person that before i ssuance of the docunent had

a legal interest or a perfected security interest in the goods

and that did not:
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1 (1) deliver or entrust the goods or any docunent of

2 title covering the goods to the bailor or the bailor's

3 nom nee with actual or apparent authority to ship, store or
4 sell; with power to obtain delivery under section 7403

5 (relating to obligation of bailee to deliver; excuse); or

6 with power of disposition under section 2403 (relating to

7 power to transfer; good faith purchase of goods;

8 "entrusting”), 2A304(a)(2) (relating to subsequent |ease of
9 goods by lessor), 2A305(a)(2) (relating to sale or subl ease
10 of goods by lessee), 9320 (relating to buyer of goods),

11 9321(c) (relating to licensee of general intangible and

12 | essee of goods in ordinary course of business) or other

13 statute or rule of law, or

14 (2) acquiesce in the procurenent by the bailor or its
15 nom nee of any docunent.

16 (b) Negotiable warehouse receipt or bill of lading.--Title
17 to goods based upon an unaccepted delivery order is subject to
18 the rights of any person to which a negotiabl e warehouse receipt
19 or bill of lading covering the goods has been duly negoti at ed.
20 That title may be defeated under section 7504 (relating to
21 rights acquired in absence of due negotiation; effect of
22 diversion; stoppage of delivery) to the sane extent as the
23 rights of the issuer or a transferee fromthe issuer.
24 (c) Freight forwarder.--Title to goods based upon a bill of
25 lading issued to a freight forwarder is subject to the rights of
26 any person to which a bill issued by the freight forwarder is
27 duly negotiated. However, delivery by the carrier in accordance
28 wth Chapter 74 (relating to warehouse receipts and bills of
29 lading: general obligations) pursuant to its own bill of |ading

30 discharges the carrier's obligation to deliver.
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8§ 7504. R ghts acquired i n absence of due negoti ati on; effect

of diversion; stoppage of delivery.

(a) Transferee.--A transferee of a docunent of title,

whet her neqoti abl e or nonneqoti able, to which the docunent has

been delivered but not duly negotiated, acquires the title and

rights that its transferor had or had actual authority to

(b) Third parties.--In the case of a transfer of a

nonneqgoti abl e docunment of title, until but not after the bail ee

recei ves notice of the transfer, the rights of the transferee

may be def eat ed:

(1) by those creditors of the transferor that coul d

treat the transfer as void under section 2402 (relating to

ri ghts of creditors of seller agai nst sold goods) or 2A308

(relating to special rights of creditors);

(2) by a buyer fromthe transferor in ordinary course of

busi ness if the bail ee has delivered the goods to the buyer

or received notification of the buyer's rights;

(3) by a lessee fromthe transferor in ordinary course

of business if the bail ee has delivered the goods to the

| essee or received notification of the |lessee's rights; or

(4) as against the bailee, by good faith dealings of the

bail ee with the transferor

(c) Diversion or change by consi gnor.--A diversion or other

change of shipping instructions by the consignor in a

nonneqgoti able bill of |ading which causes the bail ee not to

deliver the goods to the consi gnee:

(1) defeats the consignee's title to the goods if the

goods have been delivered to a buyer in ordinary course of

busi ness or a |l essee in ordinary course of business; and
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(2) in any event defeats the consignee's rights agai nst

t he bail ee.

(d) Stopping delivery.--Delivery of the goods pursuant to a

nonneqgoti abl e docunment of title may be stopped by a seller under

section 2705 (relating to stoppage by seller of delivery in

transit or otherwi se) or a | essor under section 2A526 (rel ati ng

to |l essor's stoppage of delivery in transit or otherw se),

subject to the requirenents of due notification in those

sections. A bailee honoring the seller's or | essor's

instructions is entitled to be indemified by the seller or

| essor agai nst any resulting | o0ss or expense.

8§ 7505. | ndor ser not quarantor for other parties.

The i ndorsenent of a tangi bl e docunent of title i ssued by a

bai | ee does not make the indorser liable for any default by the

bai | ee or previous indorsers.

8 7506. Delivery without indorsenent; right to conpel

i ndor senent .

The transferee of a negoti abl e tangi bl e docunent of title has

a specifically enforceable right to have its transferor supply

any necessary i ndorsenent, but the transfer becones a

negoti ation only as of the tine the i ndorsenent is suppli ed.

8 7507. Warranties on neqgotiation or delivery of docunent of

If a person negotiates or delivers a docunent of title for

val ue, otherwi se than as a nere i nternedi ary under section 7508

(relating to warranties of coll ecting bank as to docunents of

title), unless otherw se agreed, the transferor warrants to its

i mmredi ate purchaser only in addition to any warranty nade in

selling or | easing the goods that:

(1) the docunent i s genui ne;
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(2) the transferor does not have know edge of any fact

that would inpair the docunent's validity or worth; and

(3) the negotiation or delivery is rightful and fully

effective with respect to the title to the docunent and the

goods it represents.

8 7508. Warranties of collecting bank as to docunents of title.

A coll ecting bank or other internediary known to be entrusted

wi th docunents of title on behalf of another or with coll ection

of a draft or other claimagainst delivery of docunents warrants

by the delivery of the docunents only its own good faith and

authority even if the coll ecting bank or other internedi ary has

pur chased or nmade advances against the claimor draft to be

col | ect ed.

8 7509. Adequate conpliance with comercial contract.

VWhet her a docunent of title is adequate to fulfill the

obligations of a contract for sale, a contract for |ease, or the

conditions of a letter of credit is deternm ned by D vision 2

(relating to sales), 2A (relating to |leases) or 5 (relating to

letters of credit).

CHAPTER 76

WAREHOUSE RECEI PTS AND BILLS OF LADI NG ~M SCELLANEQUS

PROVI SI ONS

Sec.

7601. Lost, stolen or destroyed docunents of title.

7602. Judicial process agai nst goods covered by negoti abl e

docunent of title.

7603. Conflicting clains; interpl eader.

8§ 7601. Lost, stolen or destroyed docunents of title.

(a) Court orders.--1f a docunent of title is |ost, stolen or

destroyed, a court nmy order delivery of the goods or issuance
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of a substitute docunent, and the bailee may without liability

to any person conply with the order. If the docunent was

negoti able, a court nmay not order delivery of the goods or

i ssuance of a substitute docunent without the claimant's posting

security unless it finds that any person that may suffer | oss as

a result of nonsurrender of possession or control of the

docunent is adequately protected against the loss. |If the

docunent was nonneqoti able, the court nay require security. The

court may al so order paynent of the bail ee's reasonable costs

and attorney fees in any action under this subsecti on.

(b) Bailee delivery.--A bailee that wi thout court order

delivers goods to a person claimng under a m ssi ng negoti abl e

docunent of title is liable to any person injured thereby. |f

the delivery is not in good faith, the bailee is |liable for

conversion. Delivery in good faith is not conversion if the

cl ai nant posts security with the bailee in an anount at | east

doubl e the value of the goods at the tine of posting to

i ndermi fy any person injured by the delivery which files a

notice of claimwithin one year after the delivery.

8 7602. Judicial process agai nst goods covered by negoti abl e

docunent of title.

Unl ess a docunent of title was originally i ssued upon

delivery of the goods by a person that did not have power to

di spose of them a lien does not attach by virtue of any

judi cial process to goods in the possession of a bailee for

whi ch a neqgoti abl e docunment of title is outstandi ng unl ess

possessi on or control of the docunent is first surrendered to

the bail ee or the docunent's neqgotiation is enjoined. The bail ee

may not be conpelled to deliver the goods pursuant to process

until possession or control of the docunent is surrendered to
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the bailee or to the court. A purchaser of the docunent for

val ue wi thout notice of the process or injunction takes free of

the lien i nposed by judicial process.

8 7603. Conflicting clains; interpl eader.

If nore than one person clains title to or possession of the

goods, the bailee is excused fromdelivery until the bail ee has

a reasonable tine to ascertain the validity of the adverse

clainse or to commence an action for interpl eader. The bail ee nmay

assert an interpl eader either in defending an action for

nondel i very of the goods or by origi nal action.

Section 14. The definition of "good faith" in section
8102(a) of Title 13 is anmended to read:

§ 8102. 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:

* x *

["CGood faith." For purposes of the obligation of good faith
in the performance or enforcenent of contracts or duties within
this division, honesty in fact and the observance of reasonable
commerci al standards of fair dealing.]

* x *

Section 15. Section 8103 of Title 13 is amended by adding a
subsection to read:

8§ 8103. Rules for determ ning whether certain obligations and
interests are securities or financial assets.

* * %

(g) Financial asset.--A docunent of title, as defined in

section 1201 (relating to general definitions), is not a

financi al asset unl ess paragraph (3) of the definition of
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"financial asset" in section 8102 (relating to definitions)

applies.
Section 16. The definitions of "agricultural lien,"
"docunent,"” "good faith" and "health-care-insurance receivabl e"

in section 9102(a) of Title 13 are anended and subsection (b) is
anmended by addi ng definitions to read:
§ 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:

* x *

“"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.

* * %

"Docunent."” A docunent of title or a receipt of the type
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described in section 7201(b) (relating to person that may issue

a war ehouse receipt; storage under [governnment] bond).

* * %

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

* %

"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

or to be provided.

* * %

(b) Definitions in other divisions.--The follow ng

definitions in other divisions apply to this division:

* %k
"Control." Wth respect to a docunent of title, section
7106.
* %k
"Issuer."” Wth respect to a docunent of title, section 7102.
* %k

Section 17. Sections 9203(b)(3)(iv) and 9207(c) introductory
paragraph of Title 13 are anended to read:

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

* x *

(b) Enforceability.--Except as otherw se provided in
subsections (c) through (i), a security interest is enforceable
agai nst the debtor and third parties with respect to the
collateral only if all of the follow ng apply:

* * %

(3) One of the following conditions is net:
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* * %

(iv) The collateral is deposit accounts, electronic
chattel paper, investnent property [or], letter-of-credit

rights or _electronic docunents, and the secured party has

control under section 7106 (relating to control of

el ectronic docunent of title), 9104 (relating to control
of deposit account), 9105 (relating to control of
el ectronic chattel paper), 9106 (relating to control of
i nvestment property) or 9107 (relating to control of
letter-of-credit right) pursuant to the debtor's security
agr eenent .
* %k
8§ 9207. Rights and duties of secured party having possession or
control of collateral
* %k
(c) Duties and rights when secured party in possession or
control.--Except as otherw se provided in subsection (d), a
secured party having possession of collateral or control of

collateral under section 7106 (relating to control of el ectronic

docunent of title), 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):
* x *
Section 18. Section 9208(b) of Title 13 is anended by addi ng

a paragraph to read:
§ 9208. Additional duties of secured party having control of

col I ateral

* * %

(b) Duties of secured party after receiving demand from
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1 debtor.--Wthin ten days after receiving an authenticated demand

2 by the debtor:

3 * %
4 (6) A secured party having control of an electronic

5 docunent shall:

6 (i) give control of the electronic docunent to the
7 debtor or its designated custodian;

8 (ii) if the debtor designates a custodian that is
9 t he designated custodian with which the authoritative
10 copy of the electronic docunent is nmintained for the
11 secured party, conmunicate to the custodi an_an

12 aut henti cated record releasing the designated custodi an
13 fromany further obligation to conply with instructions
14 originated by the secured party and instructing the

15 custodian to conply with instructions originated by the
16 debtor; and

17 (iii) take appropriate action to enable the debtor
18 or its designated custodian to nmake copies of or

19 revisions to the authoritative copy which add or change
20 an identified assignee of the authoritative copy wthout
21 t he consent of the secured party.

22 Section 19. Sections 9301(c)(3) and 9304(b)(1) of Title 13

23 are anended to read:

24 § 9301. Law governing perfection and priority of security

25 interests.
26 * * %
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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the local |aw of that jurisdiction governs:

* * %

(3) the effect of perfection or nonperfection and the
priority of a nonpossessory security interest in tangible
negoti abl e docunents, goods, instrunments, noney or tangible
chattel paper.

* * %
§ 9304. Law governing perfection and priority of security
interests in deposit accounts.
* * %
(b) Bank's jurisdiction.--The followi ng rules determne a
bank's jurisdiction for purposes of this chapter:

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

its custoner governing the deposit account expressly provides

that a particular jurisdiction is the bank's jurisdiction for

pur poses of this chapter[,] or this division [or this title],

that jurisdiction is the bank's jurisdiction.

* x *

Section 20. Section 9309 of Title 13 is amended by adding a
par agr aph to read:
8§ 9309. Security interest perfected upon attachnent.

The follow ng security interests are perfected when they
attach:

(14) A sale by an individual of an account that is a

ri ght to paynent of winnings in a lottery or other ganme of

chance.

Section 21. Sections 9310(b)(5) introductory paragraph and
(8), 9312(e), 9313(a), 9314(a) and (b), 9317(b) and (d), 9338(2)
and 9601(b) of Title 13 are anended to read:

§ 9310. Wen filing required to perfect security interest or
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1 agricultural lien; security interests and

2 agricultural liens to which filing provisions do not
3 apply.

4 * %

5 (b) Exceptions: filing not necessary.--The filing of a

6 financing statenent is not necessary to perfect a security

7 interest:

8 * %

9 (5) in certificated securities, docunments, goods or

10 instrunments which is perfected without filing, control or

11 possessi on under section:

12 * %

13 (8) in deposit accounts, electronic chattel paper,

14 el ectroni c docunents, investnment property or letter-of-credit
15 rights which is perfected by control under section 9314

16 (relating to perfection by control);

17 * %

18 8§ 9312. Perfection of security interests in chattel paper,

19 deposit accounts, documents, goods covered by
20 docunents, instrunments, investnent property, letter-
21 of -credit rights and noney; perfection by perm ssive
22 filing; tenporary perfection without filing or
23 transfer of possession.
24 * %k
25 (e) Tenporary perfection: new value.--A security interest in
26 certificated securities, negotiable docunents or instrunments is
27 perfected without filing or the taking of possession or control
28 for a period of 20 days fromthe tinme it attaches to the extent
29 that it arises for new val ue given under an authenticated

30 security agreenent.
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* * %

§ 9313. \When possession by or delivery to secured party
perfects security interest without filing.

(a) Perfection by possession or delivery.--Except as
ot herwi se provided in subsection (b), a secured party may
perfect a security interest in tangible negotiable docunents,
goods, instrunments, noney or tangi ble chattel paper by taking
possession of the collateral. A secured party may perfect a
security interest in certificated securities by taking delivery
under section 8301 (relating to delivery).

* %k
§ 9314. Perfection by control.

(a) Perfection by control.--A security interest in

i nvestment property, deposit accounts, letter-of-credit rights

[or], electronic chattel paper or el ectronic docunents may be

perfected by control of the collateral under section 7106

(relating to control of electronic docunent of title), 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

or _electronic docunents is perfected by control under section

7106, 9104, 9105 or 9107 when the secured party obtains control
and remains perfected by control only while the secured party

retains control.

* * %

§ 9317. Interests which take priority over or take free of
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security interest or agricultural Iien.
* %
(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, tangible docunents, goods,
instruments 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.

* * %

(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, electronic docunents,

general intangibles or investnment property other than a
certificated security takes free of a security interest if the
| i censee or buyer gives value w thout know edge of the security

interest and before it is perfected.

* %k
§ 9338. Priority of security interest or agricultural lien
perfected by filed financing statenment providing
certain incorrect information.
If a security interest or agricultural lien is perfected by a

filed financing statenent providing information described in
section 9516(b)(5) (relating to what constitutes filing;
ef fectiveness of filing) which is incorrect at the tinme the
financing statenment is fil ed:

* x *

(2) a purchaser, other than a secured party, of the

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 tangi ble chattel paper, tangible
docunents, goods, instruments or a security certificate,
recei ves delivery of the collateral
8§ 9601. Rights after default; judicial enforcement; consignor
or buyer of accounts, chattel paper, paynent
i ntangi bl es or prom ssory notes.
* %
(b) Rights and duties of secured party in possession or

control.--A secured party in possession of collateral or control

of collateral under section 7106 (relating to control of

el ectroni c docunent of title), 9104 (relating to control of

deposit account), 9105 (relating to control of electronic
chattel paper), 9106 (relating to control of investnent
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).

* %k

Section 22. This act shall apply as foll ows:

(1) This act applies to a docunent of title that is
i ssued or a bailnent that arises on or after the effective
date of this section.

(2) This act does not apply to a docunent of title that
is issued or a bailnment that arises before the effective date
of this section even if the docunent of title or bail nent
woul d be subject to this act if the docunent of title had
been issued or bailnment had arisen after the effective date

of this section.
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(3) This act does not apply to a right of action that
has accrued before the effective date of this section.
Section 23. A docunent of title issued or a bailnment that

ari ses before the effective date of this section and the rights,
obligations and interests flowing fromthat docunment or bail nment
are governed by any statute or other rule anended or repeal ed by
this act as if the amendnent or repeal had not occurred and nmay

be term nated, conpleted, consunmated or enforced under that

© o0 N oo o A~ wWw N P

statute or other rule.

=Y
o

Section 24. This act shall take effect in 60 days.
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