PRINTER S NO. 236

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 236  *%%”

| NTRODUCED BY MYERS, HI LL, COPPERSM TH, STAUFFER, MJRPHY
ORLANDO AND ZEMPRELLI, FEBRUARY 11, 1975

REFERRED TO BUSI NESS AND COWMERCE, FEBRUARY 11, 1975

OCO~NOUITARWNE

AN ACT

Amendi ng the act of April 6, 1953 (P.L.3, No.1l), entitled, as
anended, "An act relating to certain comrercial transactions
and contracts and ot her docunents concerning them including
sal es, comerci al paper, bank deposits and collections,
docunentary letters of credit, bulk transfers, warehouse
recei pts, bills of lading, other docunents of title,

i nvestment securities, and secured transactions, including
certain sales of accounts, chattel paper, and contract
rights; providing for public notice to third parties in
certain circunstances; regulating procedure, evidence and
damages in certain court actions involving such transactions,
contracts or docunents, and to make uniformthe law with
respect thereto,"” further providing for secured transactions,
sal es of accounts, contract rights and chattel paper.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Subsection (2) of section 1-105, clauses (9) and
(37) of section 1-201 and sections 2-107, 5-116 and 9-102, act
of April 6, 1953 (P.L.3, No.1), known as the "Uniform Comrerci al
Code, " reenacted and anmended COctober 2, 1959 (P.L.1023, No. 426),
are anmended to read:

Section 1-105. Territorial Application of the Act; Parties’
Power to Choose Applicable Law. --* * *

(2) Were one of the follow ng provisions of this Act
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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:

Ri ghts of creditors against sold goods. Section2-402.

Applicability of the Article on Bank Deposits and
Col I ections. Section 4-102.

Bul k transfers subject to the Article on Bulk Transfers.
Section 6-102.

Applicability of the Article on Investnent Securities.
Secti on 8-106.

[Policy and scope] Perfection provisions of the Article on

Secured Transactions. [Sections 9-102 and] Section 9-103.

Section 1-201. General Definitions.--Subject to additional
definitions contained in the subsequent Articles of this Act
whi ch are applicable to specific Articles or Parts thereof, and
unl ess the context otherwi se requires, in this Act:

* %k

(9) "Buyer in ordinary course of business" neans a person
who in good faith and wi thout know edge that the sale to himis
in violation of the ownership rights or security interest of a
third party in the goods buys in ordinary course froma person

in the business of selling goods of that kind but does not

i nclude a pawnbroker. All persons who sell minerals or the like

(including oil and gas) at well| head or ni nehead shall be deened

to be persons in the business of selling goods of that Kkind.

"Buyi ng" may be for cash or by exchange of other property or on
secured or unsecured credit and includes receiving goods or
docunents of title under a pre-existing 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.
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* * %

(37) "Security interest"™ means an interest in personal
property or fixtures which secures paynent or performance of an
obligation. The retention or reservation of title by a seller of
goods notw t hst andi ng shi pnment or delivery to the buyer (Section
2-401) is limted in effect to a reservation of a "security

interest.” The termal so includes any interest of a buyer of
accounts or chattel paper[, or contract rights] which is subject
to Article 9. The special property interest of a buyer of goods
on identification of such goods to a contract for sal e under

Section 2-401 is not a "security interest,” but a buyer may al so
acquire a "security interest"” by conplying with Article 9.
Unl ess a | ease or consignnment is intended as security,
reservation of title thereunder is not a "security interest” but
a consignment is in any event subject to the provisions on
consi gnnent sal es (Section 2-326). Wiether a | ease is intended
as security is to be determned by the facts of each case;
however, (a) the inclusion of an option to purchase does not of
itself nake the | ease one intended for security, and (b) an
agreenent that upon conpliance with the terns of the | ease the
| essee shall beconme or has the option to becone the owner of the
property for no additional consideration or for a nom nal
consi deration does make the | ease one intended for security.

* %k

Section 2-107. Goods To Be Severed From Realty; Recording. --

(1) Acontract for the sale of [tinber,] mnerals or the like

(including oil or gas) or a structure or its materials to be

removed fromrealty is a contract for the sale of goods within
this Article if they are to be severed by the seller but until

severance a purported present sale thereof which is not

19750S0236B0236 - 3 -
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effective as a transfer of an interest in land is effective only
as a contract to sell.

(2) A contract for the sale apart fromthe [ and of grow ng
crops or other things attached to realty and capabl e of

severance wi thout material harmthereto but not described in

subsection (1) or of tinber to be cut is a contract for the sale
of goods within this Article whether the subject matter is to be
severed by the buyer or by the seller even though it fornms part
of the realty at the tinme of contracting, and the parties can by
identification effect a present sale before severance.

(3) The provisions of this section are subject to any third
party rights provided by the lawrelating to realty records, and
the contract for sale may be executed and recorded as a docunent
transferring an interest in |land and shall then constitute
notice to third parties of the buyer's rights under the contract
for sale.

Section 5-116. Transfer and Assignnent.--(1) The right to
draw under a credit can be transferred or assigned only when the
credit is expressly designated as transferable or assignable.

(2) Even though the credit specifically states that it is
nont r ansf erabl e or nonassi gnabl e the beneficiary nay before
performance of the conditions of the credit assign his right to
proceeds. Such an assignnent is an assignnment of [a contract
right] an_account under Article 9 on Secured Transactions and is
governed by that Article except that

(a) the assignnment is ineffective until the letter of credit
or advice of credit is delivered to the assignee which delivery
constitutes perfection of the security interest under Article 9;
and

(b) the issuer may honor drafts or demands for paynent drawn

19750S0236B0236 - 4 -
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under the credit until it receives a notification of the

assi gnnment signed by the beneficiary which reasonably identifies
the credit involved in the assignnment and contains a request to
pay the assignee; and

(c) after what reasonably appears to be such a notification
has been received the issuer may w thout dishonor refuse to
accept or pay even to a person otherwi se entitled to honor until
the letter of credit or advice of credit is exhibited to the
i ssuer.

(3) Except where the beneficiary has effectively assigned
his right to draw or his right to proceeds, nothing in this
section limts his right to transfer or negotiate drafts or
demands drawn under the credit.

Section 9-102. Policy and [ Scope] Subject Mtter of

Article.--(1) Except as otherw se provided [in Section 9-103 on
mul tiple state transactions and] in Section 9-104 on excl uded
transactions, this Article applies [so far as concerns any
personal property and fixtures within the jurisdiction of this
St at e]

(a) to any transaction (regardless of its form which is
intended to create a security interest in personal property or
fixtures including goods, docunents, instrunents, general
i ntangi bl es, chattel paper or accounts [or contract rights]; and
al so

(b) to any sale of accounts[, contract rights] or chattel
paper.

(2) This Article applies to security interests created by
contract including pledge, assignnment, chattel nortgage, chattel
trust, trust deed, factor's lien, equipnent trust, conditional

sale, trust receipt, other lien or title retention contract and

19750S0236B0236 - 5 -
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| ease or consignnent intended as security. This Article does not
apply to statutory liens except as provided in Section9-310.

(3) The application of this Article to a security interest
in a secured obligation is not affected by the fact that the
obligation is itself secured by a transaction or interest to
which this Article does not apply.

Section 2. Section 9-103 of the act, reenacted and anended
Oct ober 2, 1959 (P.L.1023, No.426) and August 24, 1963
(P.L.1213, No.510), is anended to read:

Section 9-103. [Accounts, Contract Rights, General
I nt angi bl es and Equi pnrent Rel ating to Another Jurisdiction; and
I ncom ng Goods Already Subject to a Security Interest.--(1) If
the office where the assignor of accounts or contract rights
keeps his records concerning themis in this state, the validity
and perfection of a security interest therein and the
possibility and effect of proper filing is governed by this
Article; otherwise by the law (including the conflict of |aws
rul es) of the jurisdiction where such office is |ocated.

(2) If the chief place of business of a debtor is in this
state, this Article governs the validity and perfection of a
security interest and the possibility and effect of proper
filing wwth regard to general intangibles or with regard to
goods of a type which are nornally used in nore than one
jurisdiction (such as autonotive equi pnent, rolling stock,
ai rpl anes, road buil ding equi pment, conmercial harvesting
equi pnent, construction machinery and the like) if such goods
are classified as equi pnent or classified as inventory by reason
of their being | eased by the debtor to others. Qherw se, the
law (including the conflict of laws rules) of the jurisdiction

where such chief place of business is |ocated shall govern. If

19750S0236B0236 - 6 -
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the chief place of business is located in a jurisdiction which
does not provide for perfection of the security interest by
filing or recording in that jurisdiction, then the security
interest nmay be perfected by filing in this state. For the

pur pose of determning the validity and perfection of a security
interest in an airplane, the chief place of business of a debtor
who is a foreign air carrier under the Federal Aviation Act of
1958, as anended, is the designated office of the agent upon
whom servi ce of process nay be made on behal f of the debtor.

(3) |If personal property other than that governed by
subsections (1) and (2) is already subject to a security
interest when it is brought into this state, the validity of the
security interest in this state is to be determ ned by the | aw
(including the conflict of laws rules) of the jurisdiction where
the property was when the security interest attached. However,
if the parties to the transaction understood at the tinme that
the security interest attached that the property woul d be kept
inthis state and it was brought into this state within thirty
days after the security interest attached for purposes other
than transportation through this state, then the validity of the
security interest in this state is to be determ ned by the | aw
of this state. If the security interest was al ready perfected
under the law of the jurisdiction where the property was when
the security interest attached and before being brought into
this state, the security interest continues perfected in this
state for four nonths and also thereafter if within the four
nmonth period it is perfected in this state. The security
interest may al so be perfected in this state after the
expiration of the four nonth period; in such case perfection

dates fromthe tinme of perfection in this state. If the security

19750S0236B0236 - 7 -
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i nterest was not perfected under the |law of the jurisdiction
where the property was when the security interest attached and
bef ore being brought into this state, it may be perfected in
this state; in such case perfection dates fromthe tinme of
perfection in this state.

(4) Notw thstandi ng subsections (2) and (3), if personal
property is covered by a certificate of title issued under a
statute of this state or any other jurisdiction which requires
indication on a certificate of title of any security interest in
the property as a condition of perfection, then the perfection
is governed by the law of the jurisdiction which issued the
certificate.

(5) Notw thstandi ng subsection (1) and Section 9-302, if the
of fice where the assignor of accounts or contract rights keeps
his records concerning themis not |ocated in a jurisdiction
which is a part of the United States, its territories or
possessi ons, and the accounts or contract rights are within the
jurisdiction of this state or the transaction which creates the
security interest otherwi se bears an appropriate relation to
this state, this Article governs the validity and perfection of
the security interest and the security interest may only be

perfected by notification to the account debtor.] Perfection of

Security Interests in Multiple State Transactions.--(1)

Docunments, instrunents and ordi nary goods.

(a) This subsection applies to docunents and i nstrunments and

to goods other than those covered by a certificate of title

descri bed in subsection (2), nobile goods described in

subsection (3), and mnerals described in subsection (5).

(b) Except as otherwi se provided in this subsecti on,

perfection and the effect of perfecti on or nonperfection of a

19750S0236B0236 - 8 -
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security interest in collateral are governed by the | aw of the

jurisdiction where the collateral is when the | ast event occurs

on which is based the assertion that the security interest is

perfected or unperfected.

(c) |If the parties to a transaction creating a purchase

noney security interest in goods in one jurisdiction understand

at the tine that the security interest attaches that the goods

will be kept in another jurisdiction, then the | aw of the other

jurisdiction governs the perfection and the effect of perfection

or nonperfection of the security interest fromthe tine it

attaches until thirty days after the debtor recei ves possessi on

of the goods and thereafter if the goods are taken to the other

jurisdiction before the end of the thirty-day peri od.

(d) When collateral is brought into and kept in this state

whil e subject to a security interest perfected under the | aw of

the jurisdiction fromwhich the collateral was renpved, the

security interest remains perfected, but if action is required

by Part 3 of this Article to perfect the security interest,

(i) if the action is not taken before the expirati on of the

peri od of perfection in the other jurisdiction or the end of

four nonths after the collateral is brought into this State,

whi chever period first expires, the security i nterest becones

unperfected at the end of that period and is thereafter deened

t o have been unperfected as agai nst a person who becane a

pur chaser after renoval

(ii) if the action is taken before the expiration of the

peri od specified in subparagraph (i), the security interest

conti nues perfected thereafter;

(iii) for the purpose of priority over a buyer of consuner

goods (subsection (2) of section 9-307), the period of the

19750S0236B0236 - 9 -
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effectiveness of a filing in the jurisdiction fromwhich the

collateral is renoved is governed by the rules with respect to

perfection i n subparagraphs (i) and (ii).

(2) Certificate of Title.

(a) This subsection applies to goods covered by a

certificate of title issued under a statute of this State or of

anot her jurisdiction under the | aw of which indication of a

security interest on the certificate is required as a condition

of perfection.

(b) Except as otherwi se provided in this subsecti on,

perfection and the effect of perfection or nonperfecti on of the

security interest are governed by the | aw (i ncluding the

conflict of laws rules) of the jurisdiction issuing the

certificate until four nonths after the goods are renpved from

that jurisdiction and thereafter until the goods are registered

in another jurisdiction, but in any event not beyond surrender

of the certificate. After the expiration of that period, the

goods are not covered by the certificate of title within the

meani ng of this section.

(c) Except with respect to the rights of a buyer descri bed

in the next paragraph, a security interest, perfected i n another

jurisdiction otherwi se than by notation on a certificate of

title, in goods brought into this State and thereafter covered

by a certificate of title issued by this State is subject to the

rules stated in paragraph (d) of subsection (1).

(d) |If goods are brought into this State while a security

interest therein is perfected in any manner under the | aw of the

jurisdiction fromwhich the goods are renoved and a certificate

of title is issued by this State and the certificate does not

show that the goods are subject to the security interest or that

19750S0236B0236 - 10 -
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they may be subject to security interests not shown on the

certificate, the security interest is subordinate to the rights

of a buyer of the goods who is not in the business of selling

goods of that kind to the extent that he gives val ue and

recei ves delivery of the goods after issuance of the certificate

and wi t hout know edge of the security interest.

(3) Accounts, Ceneral |ntangi bles and Mbil e Goods.

(a) This subsection applies to accounts (other than an

account descri bed in subsection (5) on ninerals) and gener al

i ntangi bl es and to goods whi ch are nobile and which are of a

type normally used in nore than one jurisdiction, such as notor

vehicles, trailers, rolling stock, airplanes, shipping

contai ners, road buil ding and constructi on nachi nery and

commerci al harvesting machinery and the like, if the goods are

equi pnent or are inventory | eased or held for | ease by the

debtor to others, and are not covered by a certificate of title

descri bed in subsection (2).

(b)Y The law (including the conflict of laws rules) of the

jurisdiction in which the debtor is | ocated governs the

perfection and the effect of perfection or nonperfecti on of the

security interest.

(c) |If, however, the debtor is located in a jurisdiction

which is not a part of the United States, and whi ch does not

provide for perfection of the security interest by filing or

recording in that jurisdiction, the |law of the jurisdiction in

the United States in which the debtor has its nmaj or executive

office in the United States governs the perfection and the

effect of perfection or nonperfection of the security interest

through filing. In the alternative, if the debtor is |ocated in

ajurisdiction which is not a part of the United States or

19750S0236B0236 - 11 -
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Canada and the collateral is accounts or general intangi bles for

noney due or to becone due, the security interest may be

perfected by notification to the account debtor. As used in this

par agraph, "United States" includes its territories and

possessi ons and the Commobnweal th of Puerto Ri co.

(d) A debtor shall be deened | ocated at his pl ace of

busi ness if he has one, at his chief executive office if he has

nore than one pl ace of business, otherwise at his residence. I|f,

however, the debtor is a foreign air carrier under the Federal

Avi ati on Act of 1958, as anended, it shall be deened | ocated at

t he desi gnated office of the agent upon whom servi ce of process

may be nade on behalf of the foreign air carrier.

(e) A security interest perfected under the | aw of the

jurisdiction of the |ocation of the debtor is perfected until

the expiration of four nonths after a change of the debtor's

| ocation to another jurisdiction, or until perfection would have

ceased by the law of the first jurisdiction, whichever period

first expires. Unless perfected in the new jurisdiction before

the end of that period, it becones unperfected thereafter and i s

deened to have been unperfected as agai nst a person who becane a

pur chaser after the change.

(4) Chattel Paper. The rules stated for goods in subsection

(1) apply to a possessory security interest in chattel paper.

The rules stated for accounts in subsection (3) apply to a

nonpossessory security interest in chattel paper, but the

security interest nay not be perfected by notification to the

account debtor.

(5) Mnerals. Perfecti on and the effect of perfection or

nonperfection of a security interest which is created by a

debtor who has an interest in mnerals or the like (including

19750S0236B0236 - 12 -
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oil and gas) before extraction and which attaches thereto as

extracted, or which attaches to an account resulting fromthe

sal e thereof at the well head or m nehead are governed by the | aw

(including the conflict of laws rules) of the jurisdiction

wherein the well head or nmi nehead is | ocat ed.

Section 3. Sections 9-104, 9-105 and 9-106 of the act,
reenact ed and anmended October 2, 1959 (P.L.1023, No.426), are
amended to read:

Section 9-104. Transactions Excluded From Article.--This
Article does not apply

(a) to a security interest subject to any statute of the
United States [such as the Ship Mirtgage Act, 1920,] to the
extent that such statute governs the rights of parties to and
third parties affected by transactions in particular types of
property; or

(b) to a landlord s lien; or

(c) to alien given by statute or other rule of |aw for
services or materials except as provided in Section 9-310 on
priority of such liens; or

(d) to a transfer of a claimfor wages, salary or other
conpensati on of an enpl oyee; or

(e) to [an equipnent trust covering railway rolling stock;]

a transfer by a governnent or governnental subdivision or

agency; or

(f) to a sale of accounts [, contract rights] or chattel
paper as part of a sale of the business out of which they arose,
or an assignnent of accounts [, contract rights] or chattel
paper which is for the purpose of collection only, or a transfer

of a [contract] right to paynent under a contract to an assi gnee

who is also to do the perfornmance under the contract or _a

19750S0236B0236 - 13 -
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transfer of a single account to an assignee in whole or parti al

sati sfaction of a preexisting i ndebtedness; or

(g) to a transfer of an interest or claimin or under any

policy of insurance , except as provided with respect to

proceeds (Section 9-306) and priorities in proceeds (Section 9-

312); or

(h) to a right represented by a judgnment (other than a

judgnent taken on a right to payment which was coll ateral); or

(i) to any right of set-off; or

(j) except to the extent that provision is made for fixtures
in section 9-313, to the creation or transfer of an interest in
or lien on real estate, including a | ease or rents thereunder;
or

(k) to a transfer in whole or in part of [any of the
following:] any claimarising out of tort [; any deposit,
savi ngs, passbook or |ike account naintained with a bank,
savi ngs and | oan association, credit union or like
organi zation]; or

(1) to a transfer of an interest in any deposit account

(subsection (1) of Section 9-105), except as provided with

respect to proceeds (Section 9-306) and priorities in proceeds

(Section 9-312).

Section 9-105. Definitions and Index of Definitions.--(1) In
this Article unless the context otherw se requires:

(a) "Account debtor" neans the person who is obligated on an
account, chattel paper [, contract right] or general intangible;

(b) "Chattel paper"” nmeans a witing or witings which
evi dence both a nonetary obligation and a security interest in

or a | ease of specific goods , but a charter or other contract

i nvolving the use or hire of a vessel is not chattel paper. Wen

19750S0236B0236 - 14 -



a transaction is evidenced both by such a security agreenent or
a |l ease and by an instrunment or a series of instrunents, the
group of witings taken together constitutes chattel paper;

(c) "Collateral”™ neans the property subject to a security

1
2
3
4
5 interest, and includes accounts[, contract rights] and chattel
6 paper which have been sol d;

7 (d) "Debtor" neans the person who owes paynment or other

8 performance of the obligation secured, whether or not he owns or
9 has rights in the collateral, and includes the seller of

10 accounts[, contract rights] or chattel paper. \Were the debtor
11 and the owner of the collateral are not the sane person, the

12 term"debtor"” neans the owner of the collateral in any provision
13 of the Article dealing with the collateral, the obligor in any
14 provision dealing with the obligation, and may include both

15 where the context so requires;

16 (e) "Deposit account" neans a demand, tine, savings,

17 passbook or |i ke account nmi ntained with a bank, savings and

18 | oan association, credit union or |like organi zati on, other than

19 an account evidenced by a certificate of deposit:

20 [(e)] (f) "Docunent" nmeans docunent of title as defined in

21 the general definitions of Article 1 (Section 1-201), and a

22 receipt of the kind described in subsection (2) of section 7-

23 201;
24 (g) "Encunbrance" includes real estate nortgages and ot her
25 liens on real estate and all other rights in real estate that

26 are not ownership interests;

27 [(f)] (h) "Goods" includes all things which are novabl e at
28 the tine the security interest attaches or which are fixtures
29 (Section 9-313), but does not include noney, docunents,

30 instrunents, accounts, chattel paper, general intangibles,
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[contract rights and other things in action,] or mnerals or the

like (including oil and gas) before extracti on. "Goods" al so

i ncl udes standing tinber which is to be cut and renoved under a

conveyance or contract for sale, the unborn young of aninmals,

and grow ng crops;

[(g)] (i) "lInstrunent” means a negoti abl e i nstrunent
(defined in Section 3-104), or a security (defined in section 8-
102) or any other witing which evidences a right to the paynent
of noney and is not itself a security agreenent or |ease and is
of a type which is in ordinary course of business transferred by
delivery with any necessary indorsenment or assignnent;

(i) "Mortgage" neans a consensual interest created by a real

estate nortgage, a trust deed on real estate, or the |ike;

(k) An advance is nade "pursuant to commtnent" if the

secured party has bound hinmself to nake it, whether or not a

subsequent event of default or other event not within his

control has relieved or may relieve himfromhis obligation

[(h)] (1) "Security agreenment” means an agreenent which
creates or provides for a security interest;

[(i)] (m "Secured party" neans a | ender, seller or other
person in whose favor there is a security interest, including a
person to whom accounts [, contract rights] or chattel paper
have been sold. Wen the hol ders of obligations issued under an
i ndenture of trust, equipnent trust agreenment or the like are
represented by a trustee or other person, the representative is
the secured party;

(n) "Transmtting utility" neans any person primarily

engaged in the railroad, street railway or troll ey bus business,

the electric or electronics conmuni cati ons transn ssi on

busi ness, the transmnm ssi on of goods by pipeline, or the
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2

transm ssion or the producti on and transm ssion of electricity,

steam gas or water, or the provision of sewer service.

(2) Oher definitions applying to this Article and the

sections in which they appear are:

"“Account." Section 9-106.

"Attach." Section 9-203.

"Construction nortgage." Section 9-313(1).

"Consumer goods." Section 9-109(1).
["Contract right." Section 9-106.]
"Equi prent. " Section 9-109(2).

"Farm products."” Section 9-109(3).

"Fi xture." Section 9-313.

"Fixture filing." Section 9-313.

"General intangibles.” Section 9-106.

"I nventory." Section 9-109(4).

"Lien creditor."” Section 9-301(3).

"Proceeds." Section 9-306(1).

"Purchase noney security interest.” Section 9-107.

"United States." Section 9-103.

(3) The following definitions in other Articles apply to

this Article:

"Check." Section 3-104.

"Contract for sale." Section 2-106.
"Hol der in due course." Section 3-302.
"Note." Section 3-104.

"Sale." Section 2-106.

(4) In addition Article 1 contains general definitions and

principles of construction and interpretation applicable

t hroughout this Article.

Section 9-106. Definitions: "Account”; ["Contract Right";]
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"CGeneral Intangibles".--"Account” neans any right to paynent for
goods sold or |eased or for services rendered which is not

evi denced by an instrunment or chattel paper, ["Contract right”
means any right to paynent under a contract not yet earned by
performance and not evidenced by an instrunent or chattel

paper.] whether or not it has been earned by perfornance.

"General intangibles"” means any personal property (including
things in action) other than goods, accounts, [contract rights,]

chattel paper, docunents, [and] instrunents, and noney. All

ri ghts to paynent earned or unearned under a charter or other

contract involving the use or hire of a vessel and all rights

i ncident to the charter or contract are accounts.

Section 4. The act is anmended by adding a section to read:

Section 9-114. Consi gnnent.

(1) A person who delivers goods under a consi gnnent which is

not a security interest and who would be required to fil e under

this Article by paragraph (3)(c) of Section 2-326 has priority

over a secured party who i s or becones a creditor of the

consi gnee and who woul d have a perfected security interest in

the goods if they were the property of the consi gnee, and al so

has priority with respect to identifiable cash proceeds recei ved

on or before delivery of the goods to a buyer, if

(a) the consignor conplies with the filing provision of the

Article on Sales with respect to consi gnnments (paragraph (3)(c)

of Section 2-326) before the consi gnee recei ves possessi on of

t he goods; and

(b)Y the consignor gives notification in witing to the

hol der of the security interest if the holder has filed a

fi nanci ng statenent covering the sane types of goods before the

date of the filing nade by the consi gnor; and
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(c) the holder of the security interest receives the

notification within five years before the consi gnee receives

possessi on of the goods; and

(d) the notification states that the consi gnor expects to

deliver goods on consi gnnent to the consi gnee, describing the

goods by item or type.

(2) In the case of a consignnent which is not a security

interest and in which the requirenents of the precedi ng

subsecti on have not been net, a person who delivers goods to

another is subordinate to a person who woul d have a perfected

security interest in the goods if they were the property of the

Section 5. Sections 9-203, 9-204, 9-205, 9-301, 9-302, 9-
304, 9-305, 9-306, 9-307, 9-308, 9-312 and 9-313 of the act,
reenact ed and anmended October 2, 1959 (P.L.1023, No.426), are
amended to read:

Section 9-203. Attachnment and Enforceability of Security

Interest; Proceeds, Formal Requisites.--(1) Subject to the
provi sions of Section 4-208 on the security interest of a
col l ecting bank and Section 9-113 on a security interest arising
under the Article on Sales, a security interest is not

enf orceabl e agai nst the debtor or third parties with respect to

the coll ateral and does not attach unl ess

(a) the collateral is in the possession of the secured party

[; or] pursuant to agreenent, or the debtor has signed a

security agreenent which contains a description of the

collateral and in additi on, when the security interest covers

crops growing or to be grown or tinber to be cut, a description

of the | and concerned; and

(b) [the debtor has signed a security agreenent which
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contains a description of the collateral and in addition, when
the security interest covers crops or oil, gas or mnerals to be
extracted or tinber to be cut, a description of the | and
concerned. In describing collateral, the word "proceeds"” is

sufficient without further description to cover proceeds of any

character.] value has been given; and

(c) the debtor has rights in the collateral.

(2) A security interest attaches when it becones enforceabl e

agai nst the debtor with respect to the collateral. Attachnent

occurs as soon as all of the events specified in subsection (1)

have taken pl ace unl ess explicit agreenent postpones the tine of

(3) Unless otherwi se agreed a security aqgreenent gives the

secured party the rights to proceeds provided by Secti on 9-306.

[(2)] (4) A transaction, although subject to this Article,
is also subject to the act [, approved the twenty-ei ghth day of
June, one thousand nine hundred forty-seven (Panphl et Laws

1110)] of June 28, 1947 (P.L.1110, No.476), known as the "Mbtor

Vehi cl e Sal es Finance Act," the act [approved the eighth day of
April, one thousand nine hundred thirty-seven (Panphlet Laws

262)] of April 8, 1937 (P.L.262, No.66), known as "Consuner

D scount Conpany Act,"” [and] the act [approved the seventeenth
day of June, one thousand nine hundred fifteen (Panphlet Laws

1012)] of June 17, 1915 (P.L.1012, No.432), entitled "An act

regul ati ng the busi ness of |oaning noney in suns of three
hundred ($300) dollars or less, either with or without security,
to individuals pressed by |ack of funds to neet imedi ate
necessities; fixing the rates of interest and charges therefor;
requiring the licensing of |enders; and prescribing penalties

for the violation of this act,” in so far as any such statute by
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1 its terns applies to the transaction, the act of October 28,

2 1966 (1st. Sp.Sess P.L.55, No.1), known as the "Goods and

3 Services Installnent Sales Act," and the act of August 14, 1963
4 (P.L.1082, No.464), known as the "Hone | nprovenent Finance Act,"”
5 and in the case of conflict between the provisions of this

6 Article and any such statute, the provisions of such statute

7 control. Failure to conply with any applicable statute has only
8 the effect which is specified therein.

9 Section 9-204. [Wien Security Interest Attaches;] After-

10 Acquired Property; Future Advances.--[(1) A security interest
11 cannot attach until there is agreenment (subsection (3) of

12 Section 1-201) that it attach and value is given and the debtor
13 has rights in the collateral. It attaches as soon as all of the
14 events in the preceding sentence have taken place unl ess

15 explicit agreenent postpones the time of attaching.

16 (2) For the purposes of this section the debtor has no

17 rights

18 (a) in crops until they are planted or otherw se becone

19 growing crops, in the young of livestock until they are
20 concei ved,
21 (b) in fish until caught, in oil, gas or mnerals until they
22 are extracted, in tinber until it is cut;
23 (c) in a contract right until the contract has been nade;
24 (d) in an account until it comes into existence.
25 (3)] (1) Except as provided in subsection [(4)] (2), a
26 security agreenment may provide that [collateral, whenever
27 acquired, shall secure] any or all obligations covered by the
28 security agreenent are to be secured by after acquired
29 collateral
30 [(4)] (2) No security interest attaches under an after
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acqui red property cl ause

[(a) to crops which becone such nore than one year after the
security agreenment is executed except that a security interest
in crops which is given in conjunction with a | ease or a | and
pur chase or inprovenent transaction evidenced by a contract,
nortgage or deed of trust may if so agreed attach to crops to be
grown on the land concerned during the period of such real
estate transaction;

(b)] to consuner goods other than accessions (Section 9-314)
when given as additional security unless the debtor acquires
rights in themw thin ten days after the secured party gives
val ue.

[(5)] (3) Onligations covered by a security agreenent nay
i nclude future advances or other value whether or not the

advances or value are given pursuant to conm tnment (Subsection

(1) of Section 9-105).

Section 9-205. Use or Disposition of Collateral Wthout
Accounting Perm ssible.--A security interest is not invalid or
fraudul ent agai nst creditors by reason of liberty in the debtor
to use, conm ngle or dispose of all or part of the collateral
(including returned or repossessed goods) or to collect or
conprom se accounts, [contract rights] or chattel paper, or to
accept the return of goods or make repossessions, or to use,
comm ngl e or dispose of proceeds, or by reason of the failure of
the secured party to require the debtor to account for proceeds
or replace collateral. This section does not relax the
requi renents of possession where perfection of a security
i nt erest depends upon possession of the collateral by the
secured party or by a bail ee.

Section 9-301. Persons Who Take Priority Over Unperfected
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Security Interests; Right of "Lien Creditor."--(1) Except as
ot herwi se provided in subsection (2) an unperfected security
interest is subordinate to the rights of

(a) persons entitled to priority under Section 9-312;

(b) a person who becones a lien creditor [w thout know edge

of the security interest and] before [it] the security interest
i s perfected;

(c) in the case of goods, instrunments, docunents, and
chattel paper, a person who is not a secured party and who is a
transferee in bulk or other buyer not in ordinary course of

busi ness or is a buyer of farm products in ordinary course of

business to the extent that he gives value and receives delivery
of the collateral w thout know edge of the security interest and
before it is perfected;

(d) in the case of accounts [, contract rights,] and general
i ntangi bl es, a person who is not a secured party and who is a
transferee to the extent that he gives val ue w thout know edge
of the security interest and before it is perfected.

(2) |If the secured party files with respect to a purchase-

noney security interest before or within ten days after the

debt or recei ves possession of the collateral [conmes into

possessi on of the debtor], he takes priority over the rights of
a transferee in bulk or of a lien creditor which arise between
the tinme the security interest attaches and the tine of filing.
(3) A"lien creditor"” neans a creditor who has acquired a
lien on the property involved by attachnment, levy or the |ike
and i ncludes an assignee for benefit of creditors fromthe tine
of assignment, and a trustee in bankruptcy fromthe date of the
filing of the petition or a receiver in equity fromthe tine of

appointnment. [Unless all the creditors represented had know edge
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of the security interest such a representative of creditors is a
lien creditor without know edge even though he personally has
knowl edge of the security interest.]

(4) A person who becones a lien creditor while a security

interest is perfected takes subject to the security interest

only to the extent that it secures advances nade before he

becones a lien creditor or wwthin forty-five days thereafter or

made wi t hout knowl edge of the lien or pursuant to a comm t nent

entered into wi thout know edge of the |ien.

Section 9-302. Wen Filing Is Required to Perfect Security
Interest; Security Interests to Wiich Filing Provisions of This
Article Do Not Apply.--(1) A financing statenent nust be filed
to perfect all security interests except the foll ow ng:

(a) a security interest in collateral in possession of the
secured party under Section 9-305;

(b) a security interest tenporarily perfected in instrunents
or docunents w thout delivery under Section 9-304 or in proceeds
for a ten day period under Section 9-306;

(c) [a purchase noney security interest in farm equi pment
havi ng a purchase price not in excess of $2500; but filing is
required for a fixture under Section 9-313 or for a notor

vehicle required to be licensed] a security interest created by

an assi gnnent of a beneficial interest in a trust or a

decedent's estate;

(d) A purchase nobney security interest in consunmer goods;
but filing is required [for a fixture under Section 9-313 or]

for a notor vehicle required to be [licensed] registered; and

fixture filing is required for priority over conflicting

interests in fixtures to the extent provided in Section 9-313;

(e) an assignnent of accounts [or contract rights] which
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does not alone or in conjunction with other assignnments to the
same assignee transfer a significant part of the outstanding
accounts [or contract rights] of the assignor;

(f) a security interest of a collecting bank (Section 4-208)
or arising under the Article on Sales (see Section 9-113) or
covered in subsection (3) of this section;

(g) an assignnent for the benefit of all the creditors of

the transferor, and subsequent transfers by the assi gnee

t her eunder .

(2) |If a secured party assigns a perfected security
interest, no filing under this Article is required in order to
continue the perfected status of the security interest against
creditors of and transferees fromthe origi nal debtor.

[(3) The filing provisions of this Article do not apply to a
security interest in property subject to a statute.

(a) of the United States which provides for a nationa
registration or filing of all security interests in such
property; or

(b) of this state which provides for central filing of
security interests in such property, or in a notor vehicle which
is not inventory held for sale for which a certificate of title
is required under the statutes of this state if a notation of
such a security interest can be indicated by a public official
on a certificate or a duplicate thereof.

(4) A security interest in property covered by a statute
descri bed in subsection (3) can be perfected only by
registration or filing under that statute or by indication of
the security interest on a certificate of title or a duplicate
t hereof by a public official.]

(3) The filing of a financing statenent otherw se required
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by this Article is not necessary or effective to perfect a

security interest in property subject to

(a) a statute or treaty of the United States which provides

for a national or international registration or a national or

international certificate of title or which specifies a place of

filing different fromthat specified in this Article for filing

of the security interest; or

(b)Y the act of April 29, 1959 (P.L.58, No.32), known as "The

Vehi cl e Code," but during any period in which collateral is

i nventory held for sale by a person who is in the business of

selling goods of that kind, the filing provisions of this

Article (Part 4) apply to a security interest in that coll ateral

created by himas debtor; or

(c) a certificate of title statute of another jurisdiction

under the | aw of which indication of a security interest on the

certificate is required as a condition of perfection (subsection

(2) of Section 9-103).

(4) Conpliance with a statute or treaty described in

subsection (3) is equivalent to the filing of a financing

statenent under this Article, and a security interest in

property subject to the statute or treaty can be perfected only

by conpliance therewith except as provided in Section 9-103 on

multi ple state transacti ons. Durati on and renewal of perfection

of a security interest perfected by conpliance with the statute

or treaty are governed by the provisions of the statute or

treaty; in other respects the security interest is subject to

this Article.

Section 9-304. Perfection of Security Interest in
I nstrunments, Docunents and Goods Covered by Docunents;

Perfection by Perm ssive Filing; Tenporary Perfection Wthout

19750S0236B0236 - 26 -



© 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

Filing or Transfer of Possession.--(1) A security interest in
chattel paper or negotiable docunents nay be perfected by
filing. A security interest in noney or instrunents (other than

i nstruments which constitute part of chattel paper) can be

perfected only by the secured party's taking possession, except

as provided in subsections (4) and (5) of this section and

subsections (2) and (3) of Section 9-306 on proceeds.

(2) During the period that goods are in the possession of
the i ssuer of a negotiable docunment therefor, a security
interest in the goods is perfected by perfecting a security
interest in the docunent, and any security interest in the goods
ot herwi se perfected during such period is subject thereto.

(3) A security interest in goods in the possession of a
bai | ee other than one who has issued a negotiabl e docunent
therefor is perfected by issuance of a docunent in the nane of
the secured party or by the bailee's receipt of notification of
the secured party's interest or by filing as to the goods.

(4) A security interest in instrunents or negotiable
docunents is perfected without filing or the taking of
possession for a period of twenty-one days fromthe tinme it
attaches to the extent that it arises for new val ue given under
a witten security agreenent.

(5) A security interest remains perfected for a period of
twenty-one days without filing where a secured party having a
perfected security interest in an instrunent, a negotiable
docunent or goods in possession of a bailee other than one who
has i ssued a negoti abl e docunent therefor

(a) nakes available to the debtor the goods or docunents
representing the goods for the purpose of ultimate sale or

exchange or for the purpose of |oading, unloading, storing,
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shi ppi ng, transshi ppi ng, manufacturing, processing or otherw se
dealing with themin a manner prelimnary to their sale or

exchange but priority between conflicting security interests in

the goods is subject to subsection (3) of Section 9-312; or

(b) delivers the instrument to the debtor for the purpose of
ultimate sal e or exchange or of presentation, collection,
renewal or registration of transfer.

(6) After the twenty-one day period in subsections (4) and
(5) perfection depends upon conpliance with applicable
provisions of this Article.

Section 9-305. Wen Possession by Secured Party Perfects
Security Interest Wthout Filing.--A security interest in
letters of credit and advices of credit (subsection (2) (a) of
Section 5-116), goods, instrunents, noney, negotiable docunents
or chattel paper may be perfected by the secured party's taking
possession of the collateral. If such collateral other than
goods covered by a negotiable docunent is held by a bailee, the
secured party is deenmed to have possession fromthe tine the
bai |l ee receives notification of the secured party's interest. A
security interest is perfected by possession fromthe tine
possession is taken without relation back and continues only so
| ong as possession is retained, unless otherw se specified in
this Article. The security interest nmay be otherw se perfected
as provided in this Article before or after the period of
possessi on by the secured party.

Section 9-306. "Proceeds"; Secured Party's Ri ghts on
Di sposition of Collateral.--(1) ["Proceeds" includes whatever is
recei ved when coll ateral or proceeds is sold, exchanged,
col |l ected or otherw se disposed of. The termal so includes the

account arising when the right to paynent is earned under a
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contract right.] "Proceeds" includes whatever is received upon

the sal e, exchange, collection or other disposition of

collateral or proceeds. |nsurance payable by reason of |oss or

danage to the collateral is proceeds, except to the extent that

it is payable to a person other than a party to the security

agreenent. Mney, checks, deposit accounts, and the like are

"cash proceeds."” Al other proceeds are "non-cash proceeds.”

(2) Except where this Article otherw se provides, a security
interest continues in collateral notw thstanding sal e, exchange
or other disposition thereof [by the debtor] unless [his action

was] the disposition was authorized by the secured party in the

security agreenment or otherw se and al so continues in any
i dentifiable proceeds including collections received by the
debt or.

(3) The security interest in proceeds is a continuously
perfected security interest if the interest in the original
collateral was perfected but it ceases to be a perfected
security interest and becones unperfected ten days after receipt
of the proceeds by the debtor unless

[(a) a filed financing statenent covering the original
collateral al so covers proceeds; or

(b)] (a) a filed financing statenent covers the original

collateral and the proceeds are collateral in which a security

i nterest nmay be perfected by filing in the office or offices

where the financing statenent has been filed and, if the

proceeds are acquired with cash proceeds, the descripti on of

collateral in the financing statenent indicates the types of

property constituting the proceeds; or

(b)) a filed financing statenent covers the origi nal

collateral and the proceeds are identifiable cash proceeds; or
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(c) the security interest in the proceeds is perfected
before the expiration of the ten day peri od.

Except as provided in this section, a security interest in

proceeds can be perfected only by the nethods or under the

of the sane type.

1
2
3
4
5 circunstances pernmtted in this article for original collateral
6
7 (4) In the event of insolvency proceedings instituted by or
8 against a debtor, a secured party with a perfected security

9

interest in proceeds has a perfected security interest only in

10 the foll owi ng proceeds:

11 (a) in identifiable non-cash proceeds and in separate

12 deposit accounts contai ning only proceeds;

13 (b) in identifiable cash proceeds in the form of noney which

14 is [not] neither comm ngled with other noney [or] nor deposited

15 in a [bank] deposit account prior to the insolvency proceedings;

16 (c) in identifiable cash proceeds in the form of checks and

17 the like which are not deposited in a [bank] deposit account
18 prior to the insolvency proceedings; and

19 (d) in all cash and [bank] deposit accounts of the debtor

20 [if other cash] in which proceeds have been comm ngl ed [or

21 deposited in a bank account,] with other funds but the perfected

22 security interest under this paragraph (d) is

23 (i) subject to any right of set-off; and

24 (i1i) limted to an anmount not greater than the anount of any
25 cash proceeds received by the debtor within ten days before the

26 institution of the insolvency proceedings [and conm ngl ed or

27 deposited in a bank account prior to the insolvency proceedi ngs

28 less the anobunt of cash proceeds received by the debtor and paid
29 over to the secured party during the ten day period] less the

30 sumof (1) the paynents to the secured party on account of cash
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proceeds received by the debtor during such period and (I1) the

cash proceeds received by the debtor during such period to which

the secured party is entitled under paragraphs (a) through (c)

of this subsection (4).

(5) |If a sale of goods results in an account or chattel
paper which is transferred by the seller to a secured party, and
if the goods are returned to or are repossessed by the seller or
the secured party, the following rules determne priorities:

(a) |If the goods were collateral at the tinme of sale for an
i ndebt edness of the seller which is still unpaid, the original
security interest attaches again to the goods and continues as a
perfected security interest if it was perfected at the tinme when
the goods were sold. If the security interest was originally
perfected by a filing which is still effective, nothing further
is required to continue the perfected status; in any other case,
the secured party nust take possession of the returned or
repossessed goods or nust file.

(b) An unpaid transferee of the chattel paper has a security
interest in the goods against the transferor. Such security
interest is prior to a security interest asserted under
paragraph (a) to the extent that the transferee of the chattel
paper was entitled to priority under Section 9-308.

(c) An unpaid transferee of the account has a security
interest in the goods against the transferor. Such security
interest is subordinate to a security interest asserted under
par agraph (a).

(d) A security interest of an unpaid transferee asserted
under paragraph (b) or (c) nust be perfected for protection
agai nst creditors of the transferor and purchasers of the

returned or repossessed goods.
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Section 9-307. Protection of Buyers of Goods.--(1) A buyer
in ordinary course of business (subsection (9) of Section 1-201)
ot her than a person buying farm products froma person engaged
in farm ng operations takes free of a security interest created
by his seller even though the security interest is perfected and
even t hough the buyer knows of its existence.

(2) In the case of consuner goods [and in the case of farm
equi pnent having an original purchase price not in excess of
$2500 (other than fixtures, see Section 9-313)], a buyer takes
free of a security interest even though perfected if he buys
wi t hout knowl edge of the security interest, for value and for
his own personal, fam |y or househol d purposes [or his own
farm ng operations] unless prior to the purchase the secured
party has filed a financing statenent covering such goods.

(3) A buyer other than a buyer in ordinary course of

busi ness (subsection (1) of this section) takes free of a

security interest to the extent that it secures future advances

made after the secured party acquires know edge of the purchase,

or nore than forty-five days after the purchase, whi chever first

occurs, unless made pursuant to a conmitnent entered i nto

wi t hout know edge of the purchase and before the expiration of

the forty-five day peri od.

Section 9-308. Purchase of Chattel Paper and [ Non-
Negotiable] Instrunments.--[A purchaser of chattel paper or a
non- negoti abl e i nstrunment who gives new val ue and takes
possession of it in the ordinary course of his business and
wi t hout knowl edge that the specific paper or instrunent is
subject to a security interest has priority over a security
interest which is perfected under Section 9-304 (perm ssive

filing and tenporary perfection). A purchaser of chattel paper
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who gi ves new val ue and takes possession of it in the ordinary
course of his business has priority over a security interest in
chattel paper which is clained nmerely as proceeds of inventory
subject to a security interest (Section 9-306), even though he
knows that the specific paper is subject to the security

interest.] A purchaser of chattel paper or an instrunment who

gi ves new val ue and takes possession of it in the ordinary

course of his business has priority over a security interest in

the chattel paper or instrunent

(a) which is perfected under Section 9-304 (perm Ssive

filing and tenporary perfection) or under Section 9-306

(perfection as to proceeds) if he acts w thout know edge that

the specific paper or instrument is subject to a security

i nterest; or

(b)) which is clainmed nerely as proceeds of inventory subject

to a security interest (Section 9-306) even though he knows t hat

the specific paper or instrunent is subject to the security

interest.

Section 9-312. Priorities Among Conflicting Security
Interests in the Same Col lateral.--(1) The rules of priority
stated [in the follow ng sections shall govern where applicabl e:
Section 4-208 with respect to the security interest of
col l ecting banks in itens being collected, acconpanying
docunents and proceeds; Section 9-301 on certain priorities;
Section 9-304 on goods covered by docunents; Section 9-306 on
proceeds and repossessions; Section 9-307 on buyers of goods;
Section 9-308 on possessory agai nst non-possessory interests in
chattel paper or non-negotiable instrunents; Section 9-309 on

security interests in negotiable instrunents, docunents or

securities; Section 9-310 on priorities between perfected
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security interests and liens by operation of |aw Section 9-313
on security interests in fixtures as against interests in real
estate; Section 9-314 on security interests in accessions as
agai nst interest in goods; Section 9-315 on conflicting security
interests where goods | ose their identity or becone part of a
product; and Section 9-316 on contractual subordination.] in

ot her sections of this Part and in the foll owi ng secti ons shal

govern when applicable: Section 4-208 with respect to the

security interests of collecting banks in itens bei ng coll ected,

acconpanyi ng docunents and proceeds; Section 9-103 on security

interests related to other jurisdictions; Section 9-114 on

consi gnnent s.

(2) A perfected security interest in crops for new val ue
given to enable the debtor to produce the crops during the
producti on season and given not nore than three nonths before
the crops beconme growi ng crops by planting or otherw se takes
priority over an earlier perfected security interest to the
extent that such earlier interest secures obligations due nore
than six nonths before the crops becone grow ng crops by
pl anting or otherw se, even though the person giving new val ue
had knowl edge of the earlier security interest.

(3) A perfected purchase noney security interest in
inventory [collateral] has priority over a conflicting security
interest in the sane [collateral if

(a) the purchase noney security interest is perfected at the
time the debtor receives possession of the collateral; and

(b) any secured party whose security interest is known to
t he hol der of the purchase noney security interest or who, prior

to the date of the filing made by the hol der of the purchase

noney security interest, had filed a financing statenent
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covering the sanme itens or type of inventory, has received
notification of the purchase noney security interest before the
debt or receives possession of the collateral covered by the
pur chase noney security interest; and

(c) such notification states that the person giving the
notice has or expects to acquire a purchase noney security

interest in inventory of the debtor, describing such inventory

by itemor type.] inventory and also has priority in

i dentifiable cash proceeds recei ved on or before the delivery of

the i nventory to a buyer if

(a) the purchase noney security interest is perfected at the

tinme the debtor recei ves possessi on of the inventory; and

(b)Y the purchase noney secured party gives notification in

witing to the holder of the conflicting security interest if

the holder had filed a financi ng statenent covering the sane

types of inventory (i) before the date of the filing nmade by the

pur chase noney secured party, or (ii) before the begi nni ng of

the twenty-one day period where the purchase noney security

interest is tenporarily perfected without filing or possessi on

(subsection (5) of Section 9-304): and

(c) the holder of the conflicting security interest receives

the notification within five years before the debtor receives

possessi on of the inventory; and

(d) the notification states that the person giving the

noti ce has or expects to acquire a purchase nbpney security

interest in inventory of the debtor, describing such i nventory

by item or type.

(4) A purchase noney security interest in collateral other
than inventory has priority over a conflicting security interest

in the sane collateral or its proceeds if the purchase noney
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security interest is perfected at the time the debtor receives
possession of the collateral or within ten days thereafter.

(5) In all cases not governed by other rules stated in this
section (including cases of purchase noney security interests
whi ch do not qualify for the special priorities set forth in
subsections (3) and (4) of this section), priority between
conflicting security interests in the sane collateral shall be
determ ned [as foll ows:

(a) in the order of filing if both are perfected by filing,
regardl ess of which security interest attached first under
Section 9-204 (1) and whether it attached before or after
filing;

(b) in the order of perfection unless both are perfected by
filing, regardless of which security interest attached first
under Section 9-204 (1) and, in the case of a filed security
interest, whether it attached before or after filing; and

(c) in the order of attachnent under Section 9-204 (1) so

long as neither is perfected.] according to the follow ng rules:

(a) Conflicting security interests rank according to

priority in tine of filing or perfection. Priority dates from

the tine a filing is first made covering the collateral or the

tinme the security interest is first perfected, whichever is

earlier, provided that there is no period thereafter when there

is neither filing nor perfection.

(b)) So long as conflicting security interests are

unperfected, the first to attach has priority.

(6) [For the purpose of the priority rules of the
i mredi ately precedi ng subsection, a continuously perfected
security interest shall be treated at all tinmes as if perfected

by filing if it was originally so perfected and it shall be
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treated at all tines as if perfected otherwise than by filing if
it was originally perfected otherwise than by filing.]

For the purposes of subsection (5) a date of filing or

perfection as to collateral is also a date of filing or

perfection as to proceeds.

(7) |If future advances are nmade while a security interest is

perfected by filing or the taking of possession, the security

i nterest has the sanme priority for the purposes of subsection

(5) with respect to the future advances as it does with respect

to the first advance. If a conmitnent is nade before or while

the security interest is so perfected, the security i nterest has

the sane priority with respect to advances made pursuant

thereto. In other cases a perfected security interest has

priority fromthe date the advance i s nade.

Section 9-313. Priority of Security Interests in Fixtures.--
[(1) The rules of this section do not apply to goods
incorporated into a structure in the manner of |unber, bricks,
tile, cenent, glass, netal work and the Iike and no security
interest in themexists under this Article unless the structure
remai ns personal property under applicable law. The law of this
state other than this Act determ nes whether and when ot her
goods becone fixtures. This Act does not prevent creation of an
encunbrance upon fixtures or real estate pursuant to the | aw
applicable to real estate.

(2) A security interest which attaches to goods before they
beconme fixtures takes priority as to the goods over the clains
of all persons who have an interest in the real estate except as
stated in subsection (4).

(3) A security interest which attaches to goods after they

become fixtures is valid against all persons subsequently
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acquiring interests in the real estate except as stated in
subsection (4) but is invalid against any person with an
interest in the real estate at the time the security interest
attaches to the goods who has not in witing consented to the
security interest or disclained an interest in the goods as
fixtures.

(4) The security interests described in subsections (2) and
(3) do not take priority over

(a) a subsequent purchaser for value of any interest in the
real estate; or

(b) a creditor with a lien on the real estate subsequently
obt ai ned by judicial proceedings; or

(c) a creditor with a prior encunbrance of record on the
real estate to the extent that he makes subsequent advances if
t he subsequent purchase is nmade, the lien by judicial
proceedi ngs i s obtained, or the subsequent advance under the
pri or encunbrance is made or contracted for w thout know edge of
the security interest and before it is perfected. A purchaser of
the real estate at a foreclosure sale other than an encunbrancer
purchasing at his own foreclosure sale is a subsequent purchaser
within this Section.]

(1) In this section and in the provisions of Part 4 of this

Article referring to fixture filing, unless the context

ot herwi se requires

(a) gqgoods are "fixtures" when they becone so related to

particular real estate that an interest in them ari ses under

real estate | aw

(b)) a "fixture filing" is the filing in the office where a

nortgage on the real estate would be filed or recorded of a

fi nanci ng statenent covering goods which are or are to becone
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fixtures and conformng to the requirenents of subsection (5) of

Secti on 9-402

(c) a nortgage is a "construction nortgage" to the extent

that it secures an obligation incurred for the construction of

an i nprovenent on |l and i ncluding the acqui sition cost of the

land, if the recorded witing so indicates.

(2) A security interest under this Article may be created in

goods which are fixtures or may conti nue i n goods whi ch becone

fixtures, but no security interest exists under this Article in

ordinary building materials i ncorporated i nto an i nprovenent on

(3) This Article does not prevent creati on of an encunbrance

upon fixtures pursuant to real estate | aw

(4) A perfected security interest in fixtures has priority

over the conflicting interest of an encunbrancer or owner of the

real estate where

(a) the security interest is a purchase npney security

interest, the interest of the encunmbrancer or owner arises

before the goods becone fixtures, the security interest is

perfected by a fixture filing before the goods becone fixtures

or wwthin ten days thereafter, and the debtor has an i nterest of

record in the real estate or is in possession of the real

estate; or

(b)Y the security interest is perfected by a fixture filing

before the interest of the encunbrancer or owner is of record,

the security interest has priority over any conflicting interest

of a predecessor in title of the encunbrancer or owner, and the

debtor has an interest of record in the real estate or is in

possessi on of the real estate; or

(c) the fixtures are readily renovable office nachi nes or
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readi |y renovabl e repl acenents of donestic appliances which are

consuner goods, and before the goods becone fixtures the

security interest is perfected by any nethod permtted by this

Article; or

(d) the conflicting interest is alien on the real estate

obtai ned by | egal or equitable proceedings after the security

i nterest was perfected by any nethod permtted by this Article.

(5) A security interest in fixtures, whether or not

perfected, has priority over the conflicting i nterest of an

encunbrancer or owner of the real estate where

(a) the encunbrancer or owner has consented in witing to

the security interest or has disclained an interest in the goods

as fixtures; or

(b)Y the debtor has a right to renove the goods as agai nst

t he encunbrancer or owner. |If the debtor's right term nates, the

priority of the security interest continues for a reasonabl e

(6) Notwi thstandi ng paraqgraph (a) of subsection (4) but

ot herwi se subject to subsections (4) and (5), a security

interest in fixtures is subordinate to a constructi on nortgage

recorded before the goods becone fixtures if the goods becone

fixtures before the conpletion of the construction. To the

extent that it is given to refinance a constructi on nortgage, a

nortgage has this priority to the same extent as the

construction nortgage.

(7)) |In cases not within the precedi ng subsecti ons, a

security interest in fixtures is subordinate to the conflicting

i nterest of an encunbrancer or owner of the related real estate

who is not the debtor

[(5)] (8) Wen [under subsections (2) or (3) and (4) a] the
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secured party has priority over [the clains of all persons who

have interests in] all owners and encunbrancers of the real

estate, he may, on default, subject to the provisions of Part 5,
renmove his collateral fromthe real estate but he nust reinburse
any encunbrancer or owner of the real estate who is not the
debt or and who has not otherw se agreed for the cost of repair
of any physical injury, but not for any dimnution in value of
the real estate caused by the absence of the goods renoved or by
any necessity for replacing them A person entitled to

rei nmbursenent may refuse perm ssion to renove until the secured
party gives adequate security for the performance of this

obl i gati on.

Section 6. Section 9-318 of the act, reenacted and anended
Cct ober 2, 1959 (P.L.1023, No.426), and anmended August 24, 1963
(P.L.1213, No.510), is anended to read:

Section 9-318. Defenses Agai nst Assignee; Mdification of
Contract After Notification of Assignment; Term Prohibiting
Assi gnnent I neffective; ldentification and Proof of
Assignnent.--(1) Unless an account debtor has nade an
enf orceabl e agreenment not to assert defenses or clainms arising
out of a sale as provided in Section 9-206 the rights of an
assi gnee are subject to

(a) all the terns of the contract between the account debtor
and assignor and any defense or claimarising therefrom and

(b) any other defense or claimof the account debtor agai nst
t he assi gnor which accrues before the account debtor receives

notification of the assignnent.

(2) So far as the right to paynent or a part thereof under
an assigned contract [right has not already beconme an account, ]

has not been fully earned by perfornmance, and notw thstandi ng
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notification of the assignnment, any nodification of or
substitution for the contract nade in good faith and in
accordance with reasonabl e comercial standards is effective
agai nst an assi gnee unl ess the account debtor has otherw se
agreed but the assignee acquires corresponding rights under the
nodi fied or substituted contract. The assi gnnent may provide
that such nodification or substitution is a breach by the
assi gnor.

(3) The account debtor is authorized to pay the assignor
until the account debtor receives notification that the

[account] anpbunt due or to becone due has been assigned and that

paynent is to be made to the assignee. A notification which does
not reasonably identify the rights assigned is ineffective. If
requested by the account debtor, the assignee must seasonably
furni sh reasonabl e proof that the assignment has been nade and
unl ess he does so the account debtor may pay the assignor.

(4 Atermin any contract between an account debtor and an

assignor [which] is ineffective if it prohibits assignnent of an

account [or contract right to which they are parties is

ineffective] or prohibits creation of a security interest in a

general intangi ble for noney due or to becone due or requires

t he account debtor's consent to such assi gnment or security

interest.

Section 7. Section 9-401 of the act, reenacted and anended
Cctober 2, 1959 (P.L.1023, No.426), and anended Decenber 16,
1959 (P.L.1883, No.687) and August 24, 1963 (P.L.1213, No.510),
i s amended to read:

Section 9-401. Place of Filing; Erroneous Filing; Renoval of

Collateral.--(1) The proper place to file in order to perfect a

security interest is as foll ows:
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(a) when the collateral is equipnent used in farm ng
operations, or farm products, or accounts [, contract rights] or
general intangibles arising fromor relating to the sale of farm
products by a farmer, or consunmer goods, then in the office of
the prothonotary in the county of the debtor's residence or if
the debtor is not a resident of this State then in the office of
the prothonotary in the county where the goods are kept, and in

addi tion when the collateral is crops growing or to be grown in

the office of the prothonotary in the county where the land [on
whi ch the crops are growing or to be grown] is |ocated;

(b) when the collateral is [goods which at the tinme the
security interest attaches are or are to becone fixtures,]

tinber to be cut or is mnerals or the like (including oil and

gas) or accounts subject to subsection (5) of Section 9-103, or

when the financing statenment is filed as a fixture filing

(Section 9-313) and the collateral is goods which are or are to

becone fixtures, then in the office where a nortgage on the real
estate [concerned] would be filed or recorded;

(c) in all other cases, in the office of the Secretary of
the Comonwealth and in addition, if the debtor has a place of
business in only one county of this state, also in the office of
t he prothonotary of such county, or, if the debtor has no place
of business in this state, but resides in the state, also in the
of fice of the prothonotary of the county in which he resides.

(2) Afiling which is made in good faith in an inproper
place or not in all of the places required by this section is
neverthel ess effective with regard to any collateral as to which
the filing conplied with the requirenments of this Article and is
al so effective with regard to collateral covered by the

fi nanci ng statenent agai nst any person who has know edge of the
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contents of such financing statenent.

(3) Afiling which is made in the proper county continues
effective for four nonths after a change to another county of
the debtor's residence or place of business or the |ocation of
the collateral, whichever controlled the original filing. It
beconmes ineffective thereafter unless a copy of the financing
statement signed by the secured party is filed in the new county
within said period. The security interest may al so be perfected
in the new county after the expiration of the four-nonth period;
in such case perfection dates fromthe tinme of perfection in the
new county. A change in the use of the collateral does not
inmpair the effectiveness of the original filing.

(4) [If collateral is brought into this state from another
jurisdiction, the] The rules stated in Section 9-103 determ ne
whether filing is necessary in this state.

(5) Notwi thstandi ng the precedi ng subsecti ons, and subj ect

to subsection (3) of Section 9-302, the proper place to file in

order to perfect a security interest in collateral, including

fixtures, of a transmtting utility is the office of the

Secretary of the Commpnweal th. This filing constitutes a fixture

filing (Section 9-313) as to the coll ateral described therein

which is or is to beconme fixtures.

(6) For the purposes of this section, the residence of an

organi zation is its place of business if it has one or its chief

executive office if it has nore than one pl ace of busi ness.

Section 8. Section 9-402 of the act, reenacted and anmended
Cct ober 2, 1959 (P.L.1023, No.426), is anended to read:
Section 9-402. Formal Requisites of Financing Statenent;

Amendnent s; Mortgage as Financing Statenent.--(1) A financing

statenent is sufficient if it gives the nanes of the debtor and
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the secured party, is signed by the debtor [and the secured

party], gives an address of the secured party from which

i nformati on concerning the security interest may be obtai ned,
gives a mailing address of the debtor and contains a statenent

i ndicating the types, or describing the itens, of collateral. A
financing statenent may be filed before a security agreenent is
made or a security interest otherw se attaches. Wen the
financing statenent covers crops growing or to be grown [or
goods which are or are to becone fixtures], the statenent nust
al so contain a description of the real estate concerned. Wen

the financing statenent covers tinber to be cut or covers

mnerals or the like (including oil and gas) or accounts subject

to subsection (5) of Section 9-103, or when the financing

statenent is filed as a fixture filing (Section 9-313) and the

collateral is goods which are or are to becone fixtures, the

statenment nust also conply with subsection (5). A copy of the

security agreenment is sufficient as a financing statenment if it
contains the above information and is signed by [both parties.]

the debtor. A carbon, photographic or other reproduction of a

security agreenent is sufficient as a financing statenent if the

security agreenent so provides or if the original has been fil ed

in this State.

(2) A financing statenent which otherwi se conplies with
subsection (1) is sufficient [although] when it is signed [only]

by the secured party [when] instead of the debtor if it is filed

to perfect a security interest in
(a) collateral already subject to a security interest in
anot her jurisdiction when it is brought into this state, or when

the debtor's location is changed to this State. Such a financing

statement nust state that the collateral was brought into this
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state or that the debtor's | ocati on was changed to this State

under such circunstances; or

(b) proceeds under Section 9-306, if the security interest
in the original collateral was perfected. Such a financing
stat ement nust describe the original collateral; or

(c) collateral as to which the filing has | apsed; or

(d) collateral acquired after a change of nane, identity or

corporate structure of the debtor (subsection (7)).

(3) A formsubstantially as follows and as approved by the

Secretary of the Commonwealth is sufficient to conply with

subsection (1):
Nanme of debtor (or assignor).......... ... . . ...
ADAr BSS: L
Nane of secured party (Or assSignee)............c.uuuuuunienn..
ADAr BSS: L
1. This financing statenent covers the foll ow ng types (or
itens) of property:
(Descri be)
2. (If collateral is crops) The above descri bed crops are
growing or are to be grown on
(Descri be Real Estate)
[3. (If collateral is goods which are or are to becone
fi xtures) The above described goods are affixed or to be affixed
to:
(Descri be Real Estate)]

3. (If applicable) The above goods are to beconme fixtures on

(Describe Real Estate)............ .. . . . ... '''eiieiii...

and this financing statenent is to be filed in the real estate

records. (If the debtor does not have an interest of record) The

name of a record OWNer i S........... ... '''uiiiiiii..
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4. (If [proceeds or] products of collateral are clainmed)

[ (Proceeds)--] (Products) of the collateral are al so covered.

(US € e e e e e e e e e e e e e e e e e e e e e e
whi chever Si gnature of Debtor (or Assignor)

LS e e e e e e e e e e e
appl i cabl e) Si gnature of Secured Party (or Assignhee)

(4) [The term"financing statenent” as used in this Article
nmeans the original financing statenment and any amendnments but

if] Afinancing statenent nmay be anended by filing a form

approved by the Secretary of the Commbnweal th si gned by both the

debtor and the secured party. An anendnent does not extend the

period of effectiveness of a financing statenent. |If any

anmendnent adds collateral, it is effective as to the added
collateral only fromthe filing date of the anendnent. In this

Article, unless the context otherwi se requires, the term

"financi ng statenent" neans the origqginal financing statenent and

any anendnents.

(5) A financing statenent covering tinber to be cut or

covering mnerals or the like (including oil and gas) or

accounts subject to subsection (5) of Section 9-103, or a

financing statenent filed as a fixture filing (Secti on 9-313)

where the debtor is not a transmtting utility, nust show t hat

it covers this type of collateral, nmust recite that it is to be

filed in the real estate records, and the financi ng statenent

must contain a description of the real estate. If the debtor

does not have an interest of record in the real estate, the

fi nanci ng statenent nust show the nane of a record owner

(6) A nprtgage is effective as a financing statenent fil ed

as a fixture filing fromthe date of its recording if (a) the

goods are described in the nortgage by itemor type, (b) the
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goods are or are to becone fixtures related to the real estate

described in the nortgage, (c) the nortgage conplies with the

requi renents for a financing statenent in this section other

than a recital that it is to be filed in the real estate

records, and (d) the nortgage is duly recorded. No fee with

reference to the financing statenent is required other than the

requl ar recordi ng and sati sfaction fees with respect to the

nortgage.

(7)) A financing statenent sufficiently shows the nane of the

debtor if it gives the individual, partnership or corporate nane

of the debtor, whether or not it adds other trade nanes or the

nanes of partners. Wiere the debtor so changes his nanme or in

the case of an organization its nane, identity or corporate

structure that a filed financi ng statenent becones seriously

m sl eading, the filing is not effective to perfect a security

interest in collateral acquired by the debtor nore than four

nont hs after the change, unl ess a new appropriate financi ng

statenent is filed before the expiration of that tine. A fil ed

financi ng statenent renmni ns effective with respect to coll ateral

transferred by the debtor even though the secured party knows of

or consents to the transfer.

[(5)] (8) A financing statenment substantially conplying with
the requirenments of this section is effective even though it
contains mnor errors which are not seriously m sl eading.

Section 9. Section 9-403 of the act reenacted and anmended
Cct ober 2, 1959 (P.L.1023, No.426), and anmended August 24, 1963
(P.L.1213, No.510), is anended to read:

Section 9-403. Wat Constitutes Filing; Duration of Filing;
Ef fect of Lapsed Filing; Duties of Filing Oficer.--(1)

Presentation for filing of a financing statenent and tender of
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the filing fee or acceptance of the statenent by the filing
of ficer constitutes filing under this Article.

(2) [A] Except as provided in subsection (6) a filed

financing statenent [which states a maturity date of the
obl i gation secured of five years or less is effective until such
maturity date and thereafter for a period of sixty days. Any
other filed financing statenent] is effective for a period of
five years fromthe date of filing. The effectiveness of a filed
financing statenent |apses [on the expiration of such sixty day
period after a stated nmaturity date or] on the expiration of
[such] the five year period [, as the case may be] unless a
continuation statenent is filed prior to the lapse. If a

security interest perfected by filing exists at the tine

i nsol vency proceedi ngs are commenced by or agai nst the debtor,

the security interest remains perfected until term nation of the

i nsol vency proceedi ngs and thereafter for a period of sixty days

or until expiration of the five year period, whichever occurs

| ater. Upon [such] |apse the security interest becones

unperfected, unless it is perfected without filing. If the

security interest becones unperfected upon | apse, it is deenmed

to have been unperfected as agai nst a person who becane a

purchaser or lien creditor before lapse. [A filed financing

stat ement which states that the obligation secured is payable on
demand is effective for five years fromthe date of filing.]

(3) A continuation statenent may be filed by the secured
party [(i) within six nonths before and sixty days after a
stated maturity date of five years or less, and (ii) otherw se]
within six nonths prior to the expiration of the five year
period specified in subsection (2). Any such continuation

stat ement nust be signed by the secured party, identify the
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original statenent by debtor's nane and address and by file

nunber and state that the original statenent is still effective.

A continuati on statenent signed by a person other than the

secured party of record nust be acconpani ed by a separate

witten statenent of assignnent signed by the secured party of

record and conpl yving with subsection (2) of Section 9-405,

i ncludi ng paynent of the required fee. Upon tinmely filing of the

continuation statenment, the effectiveness of the original
statement is continued for five years after the last date to
which the filing was effective whereupon it |apses in the sane
manner as provided in subsection (2) unless another continuation
statenment is filed prior to such |apse. Succeedi ng continuation
statenments may be filed in the same manner to continue the

ef fectiveness of the original statement. Unless a statute on

di sposition of public records provides otherwi se, the filing

of ficer may renove a | apsed statement fromthe files and destroy

it inmediately if he has retained a mcrofil mor other

phot ographi c record, or in other cases after one year after the

| apse. The filing officer shall so arrange matters by physi cal

annexation of financing statenments to conti nuati on statenents or

other related filings, or by other neans, that if he physically

destroys the financing statenents of a period nore than five

vears past, those which have been conti nued by a conti nuati on

statenent or which are still effective under subsecti on (6)

shal | be retained.

(4) [A] Except as provided in subsection (7) a filing

of ficer shall mark each statenent with a [consecutive] file
nunber and with the date and hour of filing and shall hold the

statenment or a microfil mor other photographic copy thereof for

public inspection. In addition the filing officer shall index
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the statenments according to the nane of the debtor and shal
note in the index the file nunber and the address of the debtor
given in the statenment. [The Secretary of the Commonweal t h shal
not be required to index the statenent according to the nane of
the secured party.]

(5 [The uniformfee for filing, indexing and furnishing
filing data for an original or a continuation statenent shall be

three dollars ($3.00).] The uniformfee for filing and indexing

and for stanping a copy furni shed by the secured party to show

the date and place of filing for an original financing statenent

or for a continuation statenent shall be five dollars ($5.00).

Al filings under the Uni form Conmmerci al Code shall be nade on

standard forns approved by the Secretary of the Commpbnweal th. No

fee will be charged for suppl enentary pages identical in size to

the standard form A fee of two dollars ($2.00) shall be charged

for the first suppl enentary page of nonstandard si ze and one

dollar ($1.00) for each such additi onal page.

(6) |If the debtor is a transmtting utility (subsection (5)

of Section 9-401) and a filed financing statenent so states, it

is effective until a termnation statenent is filed. A rea

estate nortgage which is effective as a fixture filing under

subsection (6) of Section 9-402 renmnins effective as a fixture

filing until the nortgage is rel eased or satisfied of record or

its effecti veness otherwise termnates as to the real estate.

(7)) When a financing statenent covers tinber to be cut or

covers mnerals or the like (including oil and gas) or accounts

subj ect to subsection (5) of Section 9-103, or is filed as a

fixture filing, the filing officer shall index it under the

nanes of the debtor and any owner of record shown on the

financing statenent in the sane fashion as if they were the
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nortgagors in a nortgage of the real estate descri bed, and, to

the extent that the law of this State provides for indexing of

nort gages under the nane of the nortgagee, under the nane of the

secured party as if he were the nortgagee thereunder, or where

i ndexing is by description in the sane fashion as if the

financi ng statenent were a nortgage of the real estate

descri bed.

Section 10. Sections 9-404, 9-405, 9-406, 9-407, 9-408 and
9-409 of the act, reenacted and anmended Cctober 2, 1959
(P.L.1023, No.426), and anended or added July 21, 1970 (P.L.508,
No. 176), are anmended to read:

Section 9-404. Termnation Statement.--(1) [Wenever] If a

fi nanci ng statenent covering consuner goods is filed on or after

the effective date of this act, then within one nonth or within

ten days following witten demand by the debtor after there is

no out standi ng secured obligation and no conmitnent to nmake

advances, incur obligations or otherw se give value, the secured

party nust file with each filing officer with whomthe financing

statenent was filed, a termnation statenent to the effect that

he no longer clainms a security interest under the financing

statenent, which shall be identified by debtor's nane and

address and by file nunber. In other cases whenever there is no

out st andi ng secured obligation and no conm tnment to make
advances, incur obligations or otherw se give value, the secured
party must on witten demand by the debtor send the debtor, for

each filing officer with whomthe financing statenent was fil ed,

a termnation statenent to the effect that he no | onger clains

a security interest under the financing statenent, which shal
be identified by file nunber. A term nation statenent signed by

a person other than the secured party of record mnmust [include
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or] be acconpani ed by [the assignment or] a separate witten

stat ement of assignnent signed by the secured party of record

[that he has assigned the security interest to the signer of the
term nation statenent. The uniformfee for filing and indexing
such an assignnment or statenment thereof shall be three dollars

($3.00).] conplying with subsection (2) of Section 9-405,

i ncl udi ng paynent of the required fee. |If the affected secured

party fails to file such a term nation statenent as required by

this subsection, or to send such a term nation statenent within

ten days after proper demand therefor he shall be liable to the
debtor for one hundred dollars, and in addition for any | oss
caused to the debtor by such failure.

(2) On presentation to the filing officer of such a
term nation statenent he nust note it in the index. [Unless a
statute on disposition of public records provides otherw se, the
filing officer shall renpbve the financing statenent fromthe
files, mark it "term nated" and send or deliver the financing

statenment to the secured party.] If he has received the

term nation statenent in duplicate, he shall return one copy of

the term nati on statenent to the secured party stanped to show

the tine of receipt thereof. |If the filing officer has a

m crofil mor other photographic record of the fi nancing

statenent, and of any rel ated conti nuati on statenent, statenent

of assi gnnent and statenent of rel ease, he nay renove the

originals fromthe files at any tine after recei pt of the

term nation statenent, or if he has no such record, he may

renove themfromthe files at any tine after one year after

recei pt of the term nati on statenent.

(3) The uniformfee for filing and i ndexing the term nati on

statenent shall be five dollars ($5.00). Al filings under the
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Uni form Commerci al Code shall be made on standard forns approved

by the Secretary of the Commonwealth. No fee will be charged for

suppl enentary pages identical in size to the standard form A

fee of two dollars ($2.00) shall be charged for the first

suppl enent ary page of nonstandard size and one doll ar ($1.00)

for each such additi onal page.

Section 9-405. Assignnment of Security Interest; Duties of
Filing Oficer; Fees.--(1) A financing statenent may di scl ose an

assignment of a security interest in the collateral described in

of the name and address of the assignee or by an assignment
itself or a copy thereof on the face [or back] of the statenent.
[Either the original secured party or the assignee may sign this
statement as the secured party.] On presentation to the filing
of ficer of such a financing statement the filing officer shal
mark the sane as provided in Section 9-403(4). The uniformfee
for filing, indexing and furnishing filing data for a financing
statenment so indicating an assignnment shall be [three dollars

($3.00).] five dollars ($5.00). Al filings under the Uniform

Commerci al Code shall be made on standard forns approved by the

Secretary of the Commpbnweal th. No fee will be charged for

suppl enentary pages identical in size to the standard form A

fee of two dollars ($2.00) shall be charged for the first

suppl enent ary page of nonstandard size and one doll ar ($1.00)

for each such additi onal page.

(2) A secured party may assign of record all or a part of
his rights under a financing statenent by the filing in the

pl ace where the original financing statenent was filed of a

separate witten statenment of assignnment signed by the secured

party of record and setting forth the nane of the secured party
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of record and the debtor, the file nunber and the date of filing
of the financing statenent and the name and address of the

assi gnee and containing a description of the collateral

assigned. A copy of the assignnment is sufficient as a separate
statement if it conplies with the precedi ng sentence. On
presentation to the filing officer of such a separate statenent,
the filing officer shall mark such separate statenment with the
date and hour of the filing. He shall note the assignnent on the

i ndex of the financing statenment, or in the case of a fixture

filing, or a filing covering tinber to be cut, or covering

mnerals or the like (including oil and gas) or accounts subject

to subsection (5) of Section 9-103, he shall index the

assi gnnent under the nane of the assignor as grantor and, to the

extent that the law of this State provides for indexing the

assi gnnent of a nortgage under the nane of the assi gnee, he

shal |l index the assi gnnent of the financi ng statenent under the

nane of the assignee. [The uniformfee for filing, indexing and
furnishing filing data about such a separate statenent of

assi gnnent shall be three dollars ($3.00).] The uniformfee for

filing, indexing and furnishing filing data about such a

separate statenent of assignnent shall be five dollars ($5.00).

Al filings under the Uni form Conmmerci al Code shall be nade on

standard forns approved by the Secretary of the Conmpbnweal th. No

fee will be charged for suppl enentary pages identical in size to

the standard form A fee of two dollars ($2.00) shall be charged

for the first suppl enentary page of nonstandard si ze and one

dollar ($1.00) for each such additi onal page. Notw t hstandi ng

the provisions of this subsection, an assi gnnent of record of a

security interest in a fixture contained in a nortgage effective

as a fixture filing (subsection (6) of Section 9-402) nay be
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made only by an assi gnnent of the nortgage in the manner

provided by the |law of this State other than this act.

(3) After the disclosure or filing of an assignment under
this section, the assignee is the secured party of record.

Section 9-406. Release of Collateral; Duties of Filing
O ficer; Fees.--A secured party of record may by his signed
statenment release all or a part of any collateral described in a
filed financing statenent. The statenent of release is
sufficient if it contains a description of the collateral being
rel eased, the nane and address of the debtor, the name and
address of the secured party, and the file nunber of the

financing statenent. A statenent of rel ease signed by a person

other than the secured party of record nust be acconpani ed by a

separate witten statenent of assi gnnent signed by the secured

party of record and conplying with subsection (2) of Section 9-

405, including paynent of the required fee. Upon presentation of

such a statenent of release to the filing officer he shall mark
the statement with the hour and date of filing and shall note

t he sane upon the margin of the index of the filing of the
financing statenent. [The uniformfee for filing and noting such
a statement of release shall be three dollars ($3.00).] The

uniformfee for filing and noting such a statenent of rel ease

shall be five dollars ($5.00). Al filings under the Uniform

Commerci al Code shall be made on standard forns approved by the

Secretary of the Commpbnweal th. No fee will be charged for

suppl enentary pages identical in size to the standard form A

fee of two dollars ($2.00) shall be charged for the first

suppl enent ary page of nonstandard size and one doll ar ($1.00)

for each such additi onal page.

Section 9-407. Information FromFiling Oficer.--(1) If the
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person filing any financing statenent, term nation statenent,
stat ement of assignnent, or statenment of rel ease, furnishes the
filing officer a copy thereof, the filing officer shall upon
request note upon the copy the file nunber and date and hour of
the filing of the original and deliver or send the copy to such
per son.

(2) Upon request of any person, the filing officer shal
i ssue his certificate showi ng whether there is on file on the
date and hour stated therein, any presently effective financing
statenment naming a particular debtor and any statenent of
assignment thereof and if there is, giving the date and hour of
filing of each such statement, the file nunber thereof and the
nanmes and addresses of each secured party therein. [The uniform
fee for such a certificate shall be three dollars ($3.00) plus
one dollar ($1.00) for each financing statenent and for each
stat ement of assignnent reported therein. Upon request the
filing officer shall furnish a copy of any filed financing
statement or statenment of assignnent for a uniformfee of one

dol lar ($1.00) per page.] The uniformfee for such a certificate

shall be five dollars ($5.00) plus one dollar ($1.00) for each

fi nanci ng statenent found and for each statenment of assignnent

reported therein.

Section 9-408. [Retention of Mcrofilmor OQher Copies in
Lieu of Oiginals; Admssibility of Copies in Evidence; Duties
of Filing Oficer.--In lieu of retaining the originals of any or
all papers filed with him a filing officer may make m crofilm
phot ographi c, photostatic or other copies of them which
accurately reproduce such originals and nmay thereafter dispose
of the originals so copied, and any copy so nmade shall be

adm ssible in evidence in any proceeding with the sane effect as
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though it were an original. If a filing officer upon making a
copy of a paper shall have di sposed of the original, then upon
the filing of a term nation statenent the filing officer shal
be relieved of the duties inposed upon him by subsection (2) of
section 9-404, but instead shall note the term nation statenent
on the index and shall send to the secured party an

acknow edgnent of the filing of the term nation statenent.]

Fi nanci ng St atenents Coveri ng Consi gned or Leased Goods. --A

consi gnor or | essor of goods may file a financi ng statenent

usi ng the terns "consi gnor," "consignee," "lessor," "|essee" or

the like instead of the terns specified in Section 9-402. The

provisions of this Part shall apply as appropriate to such a

financing statenent but its filing shall not of itself be a

factor in determ ni ng whether or not the consi gnnent or | ease is

i ntended as security (Section 1-201(37)). However, if it is

deternined for other reasons that the consi gnnent or |lease i S SO

i ntended, a security interest of the consi gnor or | essor which

attaches to the consi gned or | eased goods is perfected by such

Section 9-409. [Uniform Fees; Standard Forns Approved by
Secretary of the Comonweal t h; Additional Fees.--The uniform
filing fees prescribed in sections 9-403, 9-404, 9-405 and 9-406
shall relate to the filing of papers in standard forns,
ot herwi se conplying with the requirenents of this Part 4,
approved by the Secretary of the Commobnweal th. The fee for
filing any paper not in a standard form approved by the
Secretary of the Commonweal th shall be two dollars ($2.00) nore
than the uniformfee prescribed for filing the standard form so
approved. The filing fees prescribed in this Part 4 shall be

applicable to papers of one page and nam ng one debtor. For each
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addi ti onal page over one the filing officer shall be entitled to
an additional fee of fifty cents (50¢) per page, and for each
addi tional debtor the filing officer shall be entitled to an

additional fee of fifty cents (50¢).] Retention of Mcrofilmor

O her Copies in Lieu of Oiginals; Adnmissibility of Copies in

Evi dence; Duties of Filing Oficer.--In lieu of retaining the

originals of any or all papers filed with him a filing officer

may nake microfilm photographic, photostatic or other copies of

t hem whi ch accurately reproduce such originals and nay

thereafter di spose of the originals so copi ed, and any copy SO

made shall be adm ssible in evidence in any proceeding with the

sane effect as though it were an original. If a filing officer

upon naki ng a copy of a paper shall have di sposed of the

original, then upon the filing of a ternm nation statenent the

filing officer shall be relieved of the duties i nposed upon hi m

by subsection (2) of Section 9-404, but instead shall note the

term nation statenent on the i ndex and shall send to the secured

party an acknow edgnment of the filing of the term nati on

statenent.

Section 11. Section 9-501 of the act reenacted and anended
Cctober 2, 1959 (P.L.1023, No.426), and anmended Decenber 16,
1959 (P.L.1883, No.687), is anended to read:

Section 9-501. Default; Procedure When Security Agreenent
Covers Both Real and Personal Property.--(1) Wen a debtor is in

default under a security agreenent, a secured party has the

rights and renmedi es provided in this Part and except as limted

by subsection (3) those provided in the security agreenent. He

may reduce his claimto judgnment, foreclose or otherw se enforce
the security interest by any available judicial procedure. If

the collateral is docunments the secured party may proceed either
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as to the docunents or as to the goods covered thereby. A
secured party in possession has the rights, renmedies and duties
provided in Section 9-207. The rights and renedies referred to
in this subsection are cunul ative.

(2) After default, the debtor has the rights and renedies
provided in this Part, those provided in the security agreenent
and those provided in Section 9-207.

(3) To the extent that they give rights to the debtor and
i npose duties on the secured party, the rules stated in the
subsections referred to bel ow nay not be waived or varied except
as provided with respect to conpul sory disposition of collateral

(subsection [(1) of] (3) of Section 9-504 and Section 9-505) and

with respect to redenption of collateral (Section 9-506) but the
parties may by agreenent determ ne the standards by which the
fulfillment of these rights and duties is to be neasured if such
standards are not manifestly unreasonabl e:

(a) subsection (2) of Section 9-502 and subsection (2) of
Section 9-504 insofar as they require accounting for surplus
proceeds of collateral;

(b) subsection (3) of Section 9-504 and subsection (1) of
Section 9-505 which deal with disposition of collateral;

(c) subsection (2) of Section 9-505 which deals with
acceptance of collateral as discharge of obligation;

(d) Section 9-506 which deals with redenption of collateral;
and

(e) subsection (1) of Section 9-507 which deals with the
secured party's liability for failure to conply with this Part.

(4) If the security agreenment covers both real and personal
property, the secured party may proceed under this Part as to

t he personal property or he may proceed as to both the real and
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1 the personal property in accordance with his rights and renedi es
2 in respect of the real property in which case the provisions of
3 this Part do not apply.

4 (5) Wen a secured party has reduced his claimto judgnent

5 the lien of any |levy which may be made upon his collateral by

6 virtue of any execution based upon the judgnment shall relate

7 back to the date of the perfection of the security interest in

8 such collateral. A judicial sale, pursuant to such execution, is
9 a foreclosure of the security interest by judicial procedure

10 within the neaning of this section, and the secured party may

11 purchase at the sale and thereafter hold the collateral free of
12 any other requirenments of this Article.

13 Section 12. Sections 9-502, 9-504 and 9-505 of the act,

14 reenacted and anmended October 2, 1959 (P.L.1023, No.426), are

15 anmended to read:

16 Section 9-502. Collection Rights of Secured Party.--(1) Wen
17 so agreed and in any event on default the secured party is

18 entitled to notify an account debtor or the obligor on an

19 instrument to make paynent to hi mwhether or not the assignor
20 was theretofore making collections on the collateral, and al so
21 to take control of any proceeds to which he is entitled under
22 Section 9-306.
23 (2) A secured party who by agreenment is entitled to charge
24 back uncol |l ected collateral or otherwise to full or limted
25 recourse against the debtor and who undertakes to collect from
26 the account debtors or obligors nust proceed in a conmercially
27 reasonabl e manner and may deduct his reasonabl e expenses of
28 realization fromthe collections. If the security agreenent
29 secures an indebtedness, the secured party nust account to the

30 debtor for any surplus, and unl ess otherw se agreed, the debtor
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is liable for any deficiency. But, if the underlying transaction
was a sale of accounts [, contract rights,] or chattel paper,
the debtor is entitled to any surplus or is liable for any
deficiency only if the security agreenment so provides.

Section 9-504. Secured Party's Right to Dispose of
Col l ateral After Default; Effect of Disposition.--(1) A secured
party after default nay sell, |ease or otherw se dispose of any
or all of the collateral in its then condition or follow ng any
commercially reasonabl e preparati on or processing. Any sale of
goods is subject to the Article on Sales (Article 2). The
proceeds of disposition shall be applied in the order follow ng
to

(a) the reasonabl e expenses of retaking, holding, preparing
for sale or |ease, selling, leasing and the like and, to the
extent provided for in the agreenent and not prohibited by |aw,
t he reasonabl e attorneys' fees and | egal expenses incurred by
the secured party;

(b) the satisfaction of indebtedness secured by the security
i nterest under which the disposition is nade;

(c) the satisfaction of indebtedness secured by any
subordi nate security interest in the collateral if witten
notification of demand therefor is received before distribution
of the proceeds is conpleted. If requested by the secured party,
t he hol der of a subordinate security interest nust seasonably
furni sh reasonabl e proof of his interest, and unl ess he does so,
the secured party need not conply with his demand.

(2) |If the security interest secures an indebtedness, the
secured party nust account to the debtor for any surplus, and
unl ess otherw se agreed, the debtor is liable for any

deficiency. But if the underlying transaction was a sal e of
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accounts[, contract rights,] or chattel paper, the debtor is
entitled to any surplus or is liable for any deficiency only if
the security agreenment so provides.

(3) Disposition of the collateral nay be by public or
private proceedi ngs and may be nade by way of one or nore
contracts. Sale or other disposition may be as a unit or in
parcels and at any tinme and place and on any terns but every
aspect of the disposition including the nethod, manner, tine,
pl ace and ternms nust be commercially reasonabl e. Unl ess
collateral is perishable or threatens to decline speedily in
value or is of a type customarily sold on a recogni zed market,
reasonabl e notification of the time and place of any public sale
or reasonable notification of the tine after which any private
sale or other intended disposition is to be made shall be sent
by the secured party to the debtor, [and except in the case of
consuner goods to any other person who has a security interest
in the collateral and who has duly filed a financing statenent
i ndexed in the name of the debtor in this state or who i s known
by the secured party to have a security interest in the

collateral.] if he has not signed after default a statenent

renouncing or nodifying his right to notification of sale. In

the case of consuner goods no other notificati on need be sent.

In other cases notification shall be sent to any other secured

party fromwhomthe secured party has recei ved (before sendi ng

his notification to the debtor or before the debtor's

renunci ation of his rights) witten notice of a claimof an

interest in the collateral. The secured party may buy at any

public sale and if the collateral is of a type customarily sold
in a recognized market or is of a type which is the subject of

wi dely distributed standard price quotations he nmay buy at
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private sale

(4) Wen collateral is disposed of by a secured party after
default, the disposition transfers to a purchaser for val ue al
of the debtor's rights therein, discharges the security interest
under which it is nade and any security interest or lien
subordi nate thereto. The purchaser takes free of all such rights
and interests even though the secured party fails to conply with
the requirenments of this Part or of any judicial proceedings

(a) in the case of a public sale, if the purchaser has no
know edge of any defects in the sale and if he does not buy in
collusion with the secured party, other bidders or the person
conducting the sale; or

(b) in any other case, if the purchaser acts in good faith.

(5) A person who is liable to a secured party under a
guaranty, indorsenment, repurchase agreenent or the |ike and who
receives a transfer of collateral fromthe secured party or is
subrogated to his rights has thereafter the rights and duties of
the secured party. Such a transfer of collateral is not a sale
or disposition of the collateral under this Article.

Section 9-505. Conpul sory Disposition of Collateral;
Acceptance of the Collateral as Di scharge of Qoligation.--(1) If
t he debtor has paid sixty per cent of the cash price in the case
of a purchase noney security interest in consumer goods or sixty
per cent of the loan in the case of another security interest in
consuner goods, and has not signed after default a statenent
renounci ng or nodifying his rights under this Part a secured
party who has taken possession of collateral nust dispose of it
under Section 9-504 and if he fails to do so within ninety days
after he takes possession the debtor at his option nay recover

in conversion or under Section 9-507(1) on secured party's
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liability.

(2) In any other case involving consuner goods or any ot her
collateral a secured party in possession may, after default,
propose to retain the collateral in satisfaction of the
obligation. Witten notice of such proposal shall be sent to the
debtor [and except in the case of consuner goods to any ot her
secured party who has a security interest in the collateral and
who has duly filed a financing statenent indexed in the nanme of
the debtor in this state or is known by the secured party in
possession to have a security interest init. If the debtor or
ot her person entitled to receive notification objects in witing
within thirty days fromthe receipt of the notification or if
any ot her secured party objects in witing within thirty days
after the secured party obtains possession the secured party
nmust di spose of the collateral under Section 9-504.] if_ he has

not signed after default a statenent renouncing or nodifying his

ri ghts under this subsection. In the case of consumer goods no

ot her notice need be given. In other cases notice shall be sent

to any other secured party from whom the secured party has

recei ved (before sending his notice to the debtor or before the

debtor's renunci ation of his rights) witten notice of a claim

of an interest in the collateral. |If the secured party recei ves

objection in witing froma person entitled to receive

notification within twenty-one days after the notice was sent,

the secured party nust di spose of the coll ateral under Secti on

9-504. In the absence of such witten objection the secured
party may retain the collateral in satisfaction of the debtor's
obl i gati on.

Section 13. Transition; General Rule.--Transactions validly

entered into before the effective date of this act, and which
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1 were subject to the provisions of the Uniform Comrercial Code

2 and which woul d be subject thereto under this act, if they had
3 been entered into after the effective date of this act and the
4 rights, duties and interests flowi ng fromsuch transactions

5 remain valid after the effective date of this act and may be

6 termnated, conpleted, consummted or enforced as required or

7 permtted after the effective date of this act. Security

8 interests arising out of such transactions which are perfected
9 when this act becones effective shall remain perfected until

10 they | apse as provided herein and may be continued, except as

11 stated in Section 15.

12 Section 14. Transition Provision on Change of Requirenent on
13 Filing.--A security interest for the perfection of which filing
14 or the taking of possession was required prior to this act and
15 which attached prior to the effective date of this act but was
16 not perfected shall be deenmed perfected on the effective date of
17 this act if this act permts perfection without filing or

18 authorizes filing in the office where a prior ineffective filing
19 was nmde.
20 Section 15. Transition Provision on Changes of Place of
21 Filing.--(1) A financing statenent or continuation statenent
22 filed prior to the effective date of this act which shall not
23 have |l apsed prior to that date shall remain effective for the
24 period provided prior thereto, but not less than five years
25 after the filing.
26 (2) Wth respect to any collateral acquired by the debtor
27 subsequent to the effective date of this act, any effective
28 financing statenent or continuation statenent described in this
29 section shall apply only if the filing or filings are in the

30 office that would be appropriate to perfect the security
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interests in the new collateral after the effective date hereof.

(3) The effectiveness of any financing statenment or
continuation statenent filed prior to the effective date of this
act may be continued by a continuation statenment as permtted
herein, except that if filing is in an office where there was no
previ ous financing statenment required, a new financing statenent
conformng to Section 16 shall be filed in that office.

(4) |If the record of a nortgage of real estate woul d have
been effective as a fixture filing of goods described therein if
this act had been in effect on the date of recording the
nort gage, the nortgage shall be deenmed effective as a fixture
filing as to such goods under subsection (6) of Section 9-402,
as revised by this act.

Section 16. Required Refilings.--(1) If a security interest
is perfected or has priority when this act takes effect as to
all persons or as to certain persons without any filing or
recording, and if the filing of a financing statenent woul d be
required for the perfection or priority of the security interest
agai nst those persons after the effective date, the perfection
and priority rights of the security interest continue until
three years after the effective date of this act. The perfection
will then | apse unless a financing statenent is filed as
provi ded in subsection (4) of this section or unless the
security interest is perfected otherwise than by filing.

(2) If a security interest is perfected when this act takes
ef fect under a | aw other than the Uniform Commercial Code prior
thereto which requires no further filing, refiling or recording
to continue its perfection, perfection continues until and will
| apse three years after the effective date of this act, unless a

financing statenent is filed as provided in subsection (4) of

19750S0236B0236 - 67 -



© 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

this section or unless the security interest is perfected
otherwi se than by filing, or unless under subsection (3) of
Section 9-302 the other |law continues to govern filing.

(3) If a security interest is perfected by a filing,
refiling or recording under a | aw repeal ed by this act which
required further filing, refiling or recording to continue its
perfection, perfection continues and will |apse on the date
provi ded by the | aw so repeal ed for such further filing,
refiling or recording unless a financing statenent is filed as
provi ded in subsection (4) of this section or unless the
security interest is perfected otherwise than by filing.

(4) A financing statenent may be filed within six nonths
before the perfection of a security interest would otherw se
| apse, if perfection had been obtained by a filing under a
statute other than the Uniform Comercial Code prior to the
effective date of this act, or a filing in an office which would
be i nproper thereunder after the effective date of this act. Any
such financing statenent may be signed by either the debtor or
the secured party. It shall identify the security agreenent,
statement or notice (however denom nated in any statute or other
| aw repealed or nodified by this act), state the office where
and the date when the last filing, refiling or recording, if
any, was nmade with respect thereto, and the filing nunber, if
any, or book and page, if any, of recording and further state
that the security agreenent, statenment or notice, however
denom nated, in another filing office under the Uniform
Commerci al Code or under any statute or other |aw repeal ed or
nodi fied by this act is still effective. Section 9-401 and
Section 9-403, as anended by this act, determ ne the proper

place to file such a financing statenent. Except as specified in
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1 this subsection, the provisions of Section 9-403(3) as anended
2 herein for continuation statenents apply to such a financing

3 statenent.

4 Section 17. Transition Provisions as to Priorities.--Except
5 as otherwise provided in the transition provisions of this act,
6 the Uniform Comrercial Code in effect prior to the effective

7 date of this act shall apply to any questions of priority if the
8 positions of the parties were fixed prior to the effective date
9 of this act. In other cases, questions of priority shall be
10 determ ned as provided herein.
11 Section 18. This act shall take effect at 12: 01 AM on
12 January 1, of the year follow ng enactnent.
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